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Computers  know  more  about  you  than  you 
realize-and  now  anyone  can  tap  in 
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Frankly,  not  ever 
precisely  how  long  a 


There  is  no  simpler  index  of 
automotive  value  than  automo-  ( 
tive  longevity. 

The  more  you  get  out  of  a 
car  in  miles  and  years  of  faithful 
service,  the  more  car  you've  got 
ten  for  your  money. 

No  carmaker  goes  to  greater  lengths  than 
Mercedes-Benz  in  the  effort  to  give  you  just 
that.    From   preproduction   shakedown  tests 


At  I.IH4,6H0  miles, 
a  /95  7  Mercedes  Eenz  is  listed  in 
the  Guinness  Book  of  World  Record 
as  the  world's  most  durable  car. 


as  long  as  five  million  miles,  > 
engine  machining  tolerances  ; 
fine  as  .001  millimeter.  |ij 
Precisely  how  far  can  this  p;- 
sionate  pursuit  of  dunbility  eve- 
tually  take  a  Mercedei-Benz-an 
your  money?  The  fact  is  hat  no  o 
knows  precisely.  Although  it  shoull  be  note 
that   the  Guinness   Book  of  WorJ  Record 
has  declared  a  certain  1957  Meriedes -Ben 


e 
d 


!  engineers  know 
cedes-Benz  can  last. 


an  "the  world's  most  durable  car.  " 

There  is  absolutely  no  guarantee,  ol  course, 
t  your  new  Mercedes-Benz  will  soniedav  equal 
surpass  that  car's  one  million,  one  hundred 


and  eighty-tour  thousand,  eight  hundred  and 
eighty  miles. 

But  then,  there  is  absolutely  no  guarantee 
that  it  won't.  For  more  information  about 
Mercedes-Benz  automobiles,  call  l-800-.^36-8282. 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


Today,  the  most  hospitable  financial  climate 
may  not  be  close  to  home. 


Yesterday,  globalization  was  a  word. 
Today,  it's  a  reality. 

As  the  world's  markets  have  become  unified,  so  should 
a  bank's  ability  to  take  advantage  of  them  for  you. 

Today,  Bankers  Trust  can  move  effortlessly  to  wherever 
the  climate  is  most  favorable  to  each  element  of  your  transaction. 

A  swap  in  London,  a  private  placement  in  New  York, 
yen  from  Sydney,  dollars  from  Zurich  — we  can  put  the  pieces 
together  swiftly  and  efficiently. 

Long  ago,  perfecting  our  ability  to  take  advantage  of  the 
global  market  became  an  important  part  of  our  merchant 
banking  strategy. 

Today,  we  run  a  single,  integrated  book  of  worldwide 
business  that  encompasses  New  York,  London,  Tokyo,  Hong 
Kong,  Sydney  and  Zurich. 

Yesterday,  many  markets.  Today,  just  one.  That  dramatic 
change  is  exactly  reflected  in  the  way  merchant  banking  goes 
about  its  clients'  business. 

OBankersTrust  Company 

Because  today  isn't  yesterday. 
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PRODUCTION 

Change  from  lost  week;  0.1% 
Change  from  last  yean  0.2% 
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lEADING 

Change  from  lost  week:  0.3% 
Change  from  lost  year:  8.2% 

218   
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The  production  index  increased  slightly  for  the  week  ended  Aug.  12.  On  a 
seasonally  adjusted  basis,  auto  production  increased  sharply.  Output  of  coal,  trucks, 
crude-oil  refining,  and  rail-freight  traffic  also  rose.  Electric  power,  paper,  steel,  and 
lumber  production  declined.  Paperboard  output  was  unchanged.  Before  calculation 
of  the  four-week  moving  average,  the  index  declined  to  173.5  from  a  level  of  174.1 
in  the  prior  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


The  leading  index  increased  slightly  for  the  week  ended  Aug.  12.  For 
week,  the  only  positive  indicator  was  higher  stock  prices.  On  the  negative 
higher  long-term  bond  yields,  o  rise  in  the  number  of  business  failures, 
growth  rates  for  real  estate  loans,  materials  prices,  and  M2.  Prior  to  calc 
the  four-week  moving  average,  the  leading  index  fell  to  217,  from  tht 
week's  level  of  217.8. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Res* 
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PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
weeii 

Week  '/ 
ago 

0  Change 
year  ago 

STEEL  (8/19)  thous.  of  net  tons 

1,773 

1,811# 

-3.4 

AUTOS  (8/19)  units 

123,749 

107,225r# 

13.3 

TRUCKS  (8/19)  units 

74,470 

76,067r# 

2.0 

ELEQRIC  POWER  (8/19)  millions  of  kilowatt-hours 

58,037 

57,467  # 

-10.1 

CRUDE-OIL  REFINING  (8/19)  thous.  of  bbl./day 

13,856 

13,71 1# 

0.8 

COAL  (8/12)  thous.  of  net  tons 

1 9,593  # 

18,105 

-0.5 

PAPERBOARD  (8/12)  thous.  of  tons 

741.4# 

742.4r 

2.4 

PAPER  (8/12)  thous.  of  tons 

737.0  # 

717.0r 

1.1 

LUMBER  (8/ 12)  millions  of  ft. 

479.9  # 

494.9 

8.0 

RAIL  FREIGHT  (8/12)  billions  of  ton-miles 

19.5# 

18.9 

0.5 

Sources;  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE  V  : 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (8/23) 

143 

142 

134 

GERAAAN  AAARK  (8/23) 

1.95 

1.93 

1.86 

BRITISH  POUND  (8/23) 

1.57 

1.58 

1.70 

FRENCH  FRANC  (8/23) 

6.58 

6.55 

6.33 

UNADIAN  DOLLAR  (8/23) 

1.18 

1.18 

1.24 

SWISS  FRANC  (8/23) 

1.68 

1.67 

1.57 

MEXICAN  PESO  (8/23)^ 

2,556 

2,550 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

in  units  per  U.  S.  dollor,  except  for 

PRICES  >■ 

Latest 
week 

Week 
ago 

i Change 
^ear  ago 

GOLD  (8/23)  $/troy  oz. 

366.200 

367.600 

-15.4 

STEEL  SCRAP  (8/22)  #  l  heavy,  $/ton 

109.00 

109.00 

-11.0 

FOODSTUFFS  (8/2 1 )  index,  1 967  =  1 00 

216.4 

219.9 

-9.3 

COPPER  (8/19)e/lb. 

128.4 

118.1 

30.9 

ALUMINUM  (8/19)  ^/Ib. 

81.0 

81.3 

-35.7 

WHEAT  (8/ 19)  #2  hard,  $/bu. 

4.28 

4.22 

12.3 

COTTON  (8/19)  strict  low  middling  1-1/16  in.,  ^/Ib. 

69.06 

69.81 

23.2 

Latest 
week 


Week 
ago 


STOCK  PRICES  (8/18)  S&P500 


344.78 


347.74 


CORPORATE  BOND  YIELD,  Aaa  (8/18) 


8.99% 


8.92% 


INDUSTRIAL  MATERIALS  PRICES  (8/18) 


103.8 


102.7 


BUSINESS  FAILURES  (8/11) 


215 


210 


REAL  ESTATE  LOANS  (8/9)  billions 


$336.2 


$335.5 


MONEY  SUPPLY,  M2  (8/7)  billions 


$3,125.0  $3,126.9r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (8/5)  thous 


317 


330 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980 
Brodstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CM 
ally  odjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


CM 


-2 


sea. 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


Latest 
month 

Month 
ago 

femi 

CONSUMER  PRICE  INDEX  (July) 

124.4 

124.1 

REAL  GROSS  WEEKLY  PAY  (July) 

5167.51 

$165.10 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (July)  billions 

$122.9 

$125.2 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (July)  millions 

1 18,239 

$7,789 

Sources:  BLS,  Commerce  Dept.,  Treasury  Dept. 

MONETARY  INDICATORS        i  ' 

latest 
week 

Week 
ago 

Cm* 

MONEY  SUPPLY,  Ml  (8/7) 

$778.7 

$775.7r 

BANKS'  BUSINESS  LOANS  (8/9) 

318.0 

318.1r 

FREE  RESERVES  (8/9) 

106r 

452r 

-4.'- 

NONFINANCIAL  COMMERCIAL  PAPER  (8/7) 

123.2 

123.5 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  v/hich  are  ex 
a  two-week  period  in  millions). 

ssec 

MONEY  MARKET  RATES 

1 

Latest 
week 

Week 
ago 

Vea 
oj 

FEDERAL  FUNDS  (8/22) 

8.92% 

9.19% 

B.O: 

PRIME  (8/23) 

10.50 

10.50 

).0i 

COMMERCIAL  PAPER  3-MONTH  (8/22) 

8.66 

8.71 

3.3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/23) 

8.75 

8.80 

3.4 

EURODOLLAR  3-MONTH  (8/16) 

8.75 

8.54 

3.5 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  ipn 
1  =  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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You're  looking  at  a  remark- 
able pair  of  glasses,  developed 
from  space  technology,  that  helps 
a  deaf  person  read  lips. 

A  tiny  but  powerful  micro- 
phone on  the  frame  connects  to 
a  portable  computer,  which 
converts  spoken  words  into  visual 
cues  that  appear  right  on  the  lens 
of  the  glasses,  almost  as  fast  as  the 


person  being  viewed  speaks. 

Helping  the  eyes  do  what  the 
ears  cannot  is  just  one  of  the  prac- 
tical, down-to-earth  applications 
of  space  technology.  To  find  out 
more  about  it,  call  the  U.S.  Space 
Foundation  at  1-800-255-1000. 
Or  write  to:  United  States  Space 
Foundation,  P.O.  Box  1838, 
Colorado  Springs,  Colorado  80901 . 


SnCE  nCHNOUHSY.  THIS  IS  WHATS  IN  IT  FOR  YOU. 

6A-CA 


The  gin  is  unprecedented  in  Its  creation,  i  ne  Dottie  is  unpreceuerueu  in  ua  ueuuiy.  oumuay  oa(j|jimc. 
Distilled  with  rare  and  precious  botanicals  including  Coriander  Seeds  from  Morocco,  Grains  of  Paradise  from  the 
Gold  Coast  and  Cubeb  Berries  from  Java.  A  total  of  ten  of  the  most  unusual  flavors  on  Earth. 
Their  spirit  is  preserved  in  Sapphire's  unique  distillation  where  the  gin  vapors  pass  through  each  botanical,  one  by  one 
Bombay  Sapphire.  As  complex  and  extraordinary  as  the  jewel  that  was  its  namesake. 

47%  alc/vol  (94  Proof)  •  Bombay  Sapphire  Gin  •  100%  grain  neutral  spirits  ©1988  Carillon  Importers,  Ltd.,  Teaneck,  N.J.  - 


Most  Companies  Have  AnAltemativeTo  Offering^ 
Complete  Selection  Of  Phone  Systems. 

Some  people  will  do  almost  anything  to  drive  home  a  sale.They  have  to.  Because 
what  they  have  to  sell  isn't  always  what  you  need  to  buy 
At  GTEL,  we  have  another  solution.  Selection. 

We  sell  NEC,  Northern  Telecom,  Fujitsu/GTE  and  other  top  manufacturers.  With 
applications  ranging  from  call  management  to  computer  integration. 

In  addition,  we  offer  a  variety  of  purchase,  lease  and  rental  options.  And  a  choice  of 
five  different  maintenance  plans  to  help  keep  everything  running  smoothly 

Talk  to  us  and  tell  us  what  your  needs  are.  We'll  evaluate  your  situation,  and  seven 
days  later  we'll  deliver  our  customized  written  proposal. 

So  in  a  way,  although  we  offer  a  lot  of  different  phone  systems,we  really  only  sell  one. 

The  one  that  fits  perfectly  1-800-637-5323 


GTELSH 


THE  POWER  IS  ON 
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DON'T  ENCOURAGE  THRIFTS 

TO  HANG  ONTO  JUNK  

Your  editorial  opinion,  "Don't  force 
the  thrifts  to  dump  junk  bonds" 
(July  24),  might  change  after  considering 
the  following: 

■  Unlike  thrifts,  FDIC-insured  banks 
can't  buy  junk  bonds  because  the  federal 
bank  regulators  consider  them  to  be 
both  "substandard"  and  "speculative" 
investments. 

■  Junk  bonds  have  yet  to  be  tested  by  a 
recession.  Taxpayers  shouldn't  have  to 
pay  the  consequences  if  the  junk  bonds 
held  by  thrifts  fail  their  first  test. 

■  Junk  bonds  tend  to  appeal  to  thrifts 
with  higher-risk  profiles. 

■  The  (jAO  report,  which  concluded  that 
junk  bonds  represent  "good  invest- 
ments" for  thrifts,  has  many  limitations, 
including  the  GAO's  undue  reliance  on  a 
junk-bond-industry-sponsored  study. 

■  True,  junk  bonds  played  little  to  no 
role  in  the  present  thrift  crisis.  But  what 
about  the  next  thrift  crisis? 

We  believe  that  the  67f  of  thrifts  that 
hold  $14.1  billion  of  junk  bonds  (8%  of 
the  market)  can  divest  these  holdings 
over  time  without  any  substantially  ad- 
verse impact  to  them  or  to  the  market. 

Kenneth  H.  Thomas 
President 
K.  H.  Thomas  Associates 
Philadelphia 

WHO  HAS  THE  ATTITUDE 
PROBLEM,  JAPAN  OR  AMERICA? 

Regarding  "Rethinking  Japan:  The 
new,  harder  line  toward  Tokyo" 
(Cover  Story,  Aug.  7),  consider  the  po- 
tential for  bias  in  the  Louis  Harris  poll. 
What  answers  did  you  expect  to  the 
questions  dealing  with  buying  American 
and  the  economic  threat  vs.  the  Soviet 
military  threat? 

In  previous  questions,  you  have  stated 
that  America  has  a  $55  billion  trade  defi- 
cit with  Japan.  This  is  followed  by  ask- 
ing for  opinion  concerning  corrective  ac- 
tion to  "  . . .  make  the  Japanese  markets 
more  receptive  to  this  country's  prod- 
ucts." The  truth  is,  the  average  Ameri- 
can does  not  think  about  these  things 
when  shopping  for  a  new  vcR,  TV,  com- 


pact disk  player,  etc.  Consumers  want 
the  best  they  can  find  for  as  little  money 
as  possible,  and  for  the  moment,  and 
very  likely  the  future,  that  means  buy- 
ing Japanese  products. 

William  Matthies 
Verity  Group  Inc. 
Diamond  Bar,  Calif. 

The  revisionists  mistakenly  attribute 
what  success  the  Japanese  economy 
has  enjoyed  to  features  they  would  like 
to  see  the  U.  S.  adopt:  less  competitive 
markets,  more  cooperation  between  gov- 
ernment and  big  business,  industrial 
planning,  and  targeting  of  industries. 
However,  rather  than  strengths,  those 
are  the  very  qualities  that  produce  the 
inefficiencies  and  distorted  resource  allo- 
cations that  cause  the  Japanese  economy 
to  fail  so  extensively  in  its  purpose — to 
provide  for  the  well-being  of  the  Japa- 
nese people. 

Donald  R.  Marsh 
Seattle 

This  [revisionist]  trend  doesn't  stand  a 
chance  of  winning.  It  is  not  that  the 
revisionists  are  not  right  in  what  they 
say,  while  those  who  boost  Japan  are 
quite  frequently  wrong,  for  right  and 
wrong  don't  matter  very  much.  What 
does  matter  is  that  the  pro-Japan  clique 
has  vastly  more  money  to  fund  Japan 
studies,  as  well  as  visits  by  academics 
and  journalists,  lobbies  to  influence  Con- 
gress, and  jobs  to  offer  former  Ameri- 
can trade  negotiators. 

The  "Japanapologists"  are  far  more 
numerous  than  the  supposed  Japan- 
bashers,  and  they  control  access  to  most 
Japan-related  posts.  In  addition,  they 
feel  that  they  must  win  because  their 
livelihood  depends  on  it. 

Jon  Woronoff 
Washington 

The  recent  defeat  of  Japan's  ruling 
Liberal  Democratic  Party  need  not 
increase  protectionism  and  hostility  to- 
ward the  U.  S.  The  widespread  consumer 
revolt  against  the  37^  consumption  t<ix 
suggests  that  President  Bush  should 
take  a  leaf  from  Ronald  Reagan  and 
Mikhail  S.  Gorbachev:  Go  over  the  heads 
of  the  ruling  elite  and  appeal  directly  to 
Japanese  consumers.  Make  a  big  issue 
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^We  tallied  about  getting  a 
midrange  computer  but  wonder 

^Is  this  the  end  of  our  PCs?' 
Turns  out  it  was  just  the  beginnii 


With  an  IBM  AS/400 
your  PCs,  and  everything 
else,  can  work  better. 


V)u  can  run  a  ulioir  busi- 
ness on  personal  coinputcrs.  and 
ma\be  vou  do. 

But  as  PCs  help  vour 
companv  "row.  its  also  possible 
to  outgrow  them.  Or  at  least,  to 


outjirow  what  PCs  alone  ean  do. 

I  hats  when  the  atiordable 
IBM  \pplieation  System/400 
beeomes  a  logieal  next  step. 

I  he  AS/iOO  is  a  midrange 
eomj)uter  that  starts  for  as  little 
as  $2.5,000  and  lets  you  make 
choices  now — about  things  like 
software,  connectivity  and  power 
— that  won  t  fence  vou  in  later. 


Over  5,000  applicatior 
run  on  the  AS/400,  and  the 
were  designed  for  soK  ing 
business  problems. 

So  if  vou  re  an  autopar 
dealer,  vou  can  find  soltwai 
created  for  autoparts  dealei 
Ditto  for  law  firms,  grocery 
stores,  travel  agencies  and  s 

Also,  the  AS/400  was 
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designed  for  lots  of  users  (from 
a  few  to  hundreds)  and  for 
organizing  your  data  in  one 
central  place.  Which  helps  your 
people  keep  in  touch,  with  their 
jobs  and  each  other,  and  helps 
you  respond  faster,  to  your 
customers  and  competitors. 

And  if  you're  wondering 
where  your  PCs  fit  in,  they'll  not 


only  work  with  an  AS/tOO.  they'll 
be  improyed  by  it.  With  P(ls  as 
terminals,  you  get  PC  and  \S/4()() 
power  combined,  and  your  P(^s 
can  communicate  easily  with  all 
the  other  ,\S/400  terminals. 

But  first,  communicate 
with  us.  To  learn   —  —  ^ 

800-365-4IBM.  ==^="  = 


of  the  higher  prices  consumers  pay  be- 
cause of  the  many  restrictions  on  trade 
and  distribution. 

Ernest  D.  Lieberman 
New  York 

The  revisionist  approach  appears  to  be 
an  American-centered  way  of  think- 
ing that  does  not  take  into  account  cul- 
tural or  social  diversity,  or  the  need  for 
goodwill  and  cooperation  between  the 
two  largest  economic  powers.  While  it 
offers  the  illusion  of  a  quick  fix,  we  fear 
that  revisionism  will  ultimately  be  both 
counterproductive  and  dangerous.  By 
putting  all  the  blame  on  Japan's  side,  it 
distracts  attention  from  revitalizing  the 
American  economy  and  strengthening 
its  competitiveness.  And  above  all,  it 
sends  a  discouraging  signal  to  Japan 
about  the  many  efforts  it  has  made  in 
recent  years  including  economic  restruc- 
turing and  market-opening  measures 
that  in  many  cases  have  been  politically 
unpopular.  It  also  makes  the  continu- 
ance of  such  efforts  less  likely  in  the 
future. 

Mikio  Kojima 
President 

Japan  External  Trade  Organization 
New  York 

The  U.S.  and  other  Western  countries 
are  attempting  to  deal  with  Japan  in 
terms  of  Western  culture  and  philoso- 
phy. It  will  not  work.  The  Japanese  are 
neither  bad  nor  good:  They  are  different. 
Until  the  rest  of  the  world  realizes  this, 
history  will  repeat  itself. 

Robert  M.  Knox 
Houston 

WHAT  SHAREHOLDERS  DESERVE 
fROM  MANAGEMEHT 

Congratulations  to  Judith  Dobrzynski 
on  a  perceptive  and  timely  commen- 
tary ("Resolved:  Shareholders  need  to 
take  more  drastic  action,"  Top  of  the 
News,  Aug.  7). 

We  agree  with  her  suggestion  that 
"eliciting  better  performance  from  cor- 
porations ...  is  by  far  the  more  impor- 
tant goal."  This  is  the  entire  point  of 
shareholder  participation  in  corporate 
governance. 

As  for  corporations  who  worry  about 
this  trend,  we  note  that  Ms.  Dobrzynski 
again  hits  the  nail  on  the  head:  "As  in- 
vestors, they  [shareholders]  can't  be 
managers."  Of  course  not.  All  share- 
holders want  is  some  sense  that  their 
portfolio  companies  are  making  reason- 
able efforts  to  maximize  long-term  share 
value.  And  corporate  management 
should  realize  that  shareholders  who  are 
satisfied  with  their  performance  are 
more  likely  to  remain  permanent  share- 


holders and  not  tender  into  every  unso- 
licited offer. 

In  the  wake  of  the  Time- Warner  deci- 
sion, it  is  gratifying  to  see  the  nation's 
leading  business  publication  endorsing 
increased  shareholder  action.  But  it 
would  be  even  more  gratifying  if  corpo- 
rate management  took  the  steps  to  keep 
share  value  maximized  and  thus  elimi- 
nate the  need  for  shareholder  action  and 
massive  takeover  activity. 

Howard  D.  Sherman 
Research  Director 

Institutional  Shareholder  Services  Inc. 

Washington 

THERE'S  NOTHING  SOUR 
ABOUT  THIS  JOINT  VENTURE 

In  the  article  "When  U.  S.  joint  ven- 
tures with  Japan  go  sour"  (Interna- 
tional Business,  July  24)  you  mention 
that  Asahi  Glass  officials  commented 
that  "the  rejection  rate  of  PPU  glass  is  so 
high  that  we  are  now  considering  build- 
ing our  own  glass  plant  in  the  U.  S." 

However,  the  above  statement  does 
not  correctly  reflect  the  facts  that  are 
mentioned  below. 

■  PPG  Industries  Inc.  has  been  a  main 
supplier  of  primary  glass  for  automotive 
glass  production  at  AP  Technoglass. 

■  The  quality  of  PPG  glass  is  superior  to 
that  which  is  available  from  other  sup- 
ply sources. 

■  Moreover,  we  have  no  plans  to  build  a 
primary  glass  plant  in  the  U.  S.  for  auto- 
motive glass  use. 

K.  Kamiya 
Executive  Vice-President 
Asahi  Glass  Co. 

Tokyo 

Editor's  note:  Several  sources  told 
BUSINESS  WEEK  there  were  quality 
problems.  Because  of  a  misunder- 
standing, PPG  and  Asahi  were  not  giv- 
en a  full  opportunity  to  respond. 

WHO'S  IN  CHARGE 

OF  DEC'S  SALES?  

*W^EC  has  one  little  word  for  30,000 
B^employees:  Sell"  (Information  Pro- 
cessing, Aug.  14).  And  sell  we  will . . . 
under  the  continued  strong  leadership  of 
Jack  Shields,  who  is  still  very  much  se- 
nior vice-president  of  sales,  services, 
marketing,  and  international.  It  was 
Jack,  rather  than  Ken  Olsen  (as  your 
article  suggests),  who  appointed  Dave 
Grainger  to  the  U.  S.  sales  VP  position. 

The  reshaped  U.  S.  sales  and  market- 
ing team  is  now  in  line  with  all  of  our 
other  country  organizations.  Our  world- 
wide team  of  sales  managers,  including 
Mr.  Grainger,  continue  to  report  to  Jack 
Shields. 


This  unified  approach  to  selling 
strengthen  our  ability  to  deliver 
tions  to  global  customers. 

K.  Dallas  Kirk,  Dir 
Corporate  Public  Rela  f 
Digital  Equipment  ( 
Maynard,  R 

THE  MEANING  OF  GOODWILL 
IN  THE  MOTHER  COUNTRY 


Once  again  your  readers  are  - ! 
that,  in  Britain,  we  don't  amo 
goodwill  at  the  expense  of  earr 
("Goodwill  is  making  a  lot  of  peopk 
gry,"  Finance,  July  31).  I  just  rec4 
my  latest  P&L  from  our  auditors  al 
looks  like  they  didn't  know  that. 

It  is  true  that  we  can  choose  whc 
to  take  goodwill  on  the  chin  agains 
serves  or  to  amortize  it  over  a  ret 
able  number  of  years — in  our  case, 
means  over  the  term  of  our  outstan 
property  lease.  But  the  only  cir( 
stances  in  which  we  can  escape  am 
zation  are  in  the  course  of  bona 
mergers,  never  takeovers.  SSA 
(Statement  of  Standard  Accounting  {| 
tice)  makes  clear  that  a  merger  is  uijj 
ly  friendly  and  results  in  negligible  \ 
of  assets  to  the  merged  group.  In  o 
words,  it  looks  as  if  anyone  plannin 
sneak  an  LBO  past  their  account 
have  a  problem  with  goodwill. 

But  I  thought  we  were  all  concen 
ing  on  cash  flow  these  days,  anywa 
Graham  B: 
Managing  Dire 
R( 

Truro,  Eng 

THESE  MBAs  HEAD 
FOR  STARTUPS  IN  DROVES 


QWhat  B-school  doesn't  teach 
about  startups"  (The  Corporat 
July  24)  suggests  that  mbas  seldom 
bark  on  entrepreneurial  ventures  ai 
graduation.  But  examination  of 
graduates  of  the  MBA  entrepreneur 
program  at  the  University  of  Soutl 
California  suggests  otherwise. 

Of  the  24  MBAS  majoring  in  entre;! 
neurship  from  the  class  of  1989,  (i 
half  chose  to  become  involved  in  a  \ 
ety  of  new  ventures,  ranging  from  li 
technology  to  care  provider  concerns « 
addition,  over  80%  of  the  program's; 
maining  alumni  typically  begin  start 
within  10  years  of  graduation. 

Blake  F 
Los  Ang<i 


Letters  to  the  Editor  should  be  sent  to  Reav 
Report,  Business  Week,  1221  Avenue  of  the  Ai' 
cas.  New  York,  N.  Y.  10020.  Fax:  (212)  512-ei 
Telex:  12-7960.  IntI,  4998204.  All  letters  mus> 
elude  an  address  and  daytime  and  evening 
phone  numbers  V^e  reserve  the  right  to  edit  le' 
for  clarity  and  space. 
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operators  keep  their  working 
capital  high  and  dry  by  leasing 
ships  by  the  dozen  and  containers 
by  the  thousand  from  GE  Capital. 

Circle  Line  brought  us  aboard 
when  they  wanted  to  expand  their 
business  in  New  York  harbor 
Thanks  to  GE  Capital,  custom  fi- 
nancing surfaced  and  World  Yacht, 
New  York's  most  elegant  floating 

Caditalldeas 


restaurants,  became  part  of  the 
Circle  Line  fleet. 

And  an  Ontario-based  houseboat 
and  yacht  rental  organization  with 
a  fleet  of  130  boats  on  four  con- 
tinents floated  a  line  of  credit  from 
GE  Capital  to  keep  its  inventory 
financing  shipshape. 

Whether  or  not  your  company's 
business  happens  on  the  water, 


wed  like  the  chance  to  help  im- 
prove your  financial  picture.  Just 
call  us  at  our  toll-free  number: 
1800243-2222. 

'!( )  keep  things  on  course, we've 
got  capital  ideas  by  the  boatload. 

Not  Just  Capital. 
Coital  Ideas. 


are  Ikmched  at 
GECMtaL 


GE  Capital 


Chrysler's  NewTown 


What  good  is  having  more  leather  than  a  limousine^^if  it  doesn't  \\ 
engineering  we  can  guarantee  for  7  years  or  70,000  miles?*  i 

It  stands  to  reason  that  the  creators 
of  the  first  and  best-selHng  minivan 
should  take  the  next  evolutionary  step: 
the  first  true  luxury  minivan. 

And  it  1.^  an  impressive  step.  Seats 
with  an  abun  'ance  of  soft  gathered 

•Covi  rs  engine,  powertrain  and  against  outer  btxiy  rust-through.  See  limited  warranty  and  its  restnctions  at  dealer.  ''S.S-liter  V-6  engine  in  production  after  July  '89.  (3.UL  V-6  Mitsubishi  engine  in  earlier  i 


leather.  Air  conditioning,  front  and  rear 
Overhead  console  with  compass  and  out- 
side temperature  readout.  Infinity  II 
Sound  System.  Power  locks  and  win- 
dows. And  much  more.  All  standard,  of 
course. 


But  Chrysler  engineers  belie\|j 
essence  of  luxury  is  advanced  engi 
ing.  And  Town  &  Country  doe: 
disappoint. 

An  exclusive  V-6. . . for  luxui 

Chrysler's  new  3.3-liter,  rl 


ountry 


il-iqected  V-6**  is  an  exclusive 
r  luxury  cars  and  was  specifi- 
^neered  to  meet  two  primary 
;rong  "off-the-line"  starts  and 
ising. 


Chrysler  engineers  achieved  both 
with  good  low-end  torque  and  low  rpm's 
at  high  speeds.  In  fact,  it  will  deliver  90 
percent  of  its  full  torque  at  just  1,600 
rpm.  In  plain  prose. . .  when  you  step  on 
the  gas,  it  goes. 

World's  most  advanced 
transmission. 

Ultradrive  is  a  quantum  leap  for- 
ward. It  is  the  world's  first  and  only  fully 
adaptive,  electronically  controlled  four- 
speed  automatic  transmission. 

Ultradrive  "fine-tunes"  itself  con- 
standy  sensing  and  adapting  to  changes 
in  speed  and  road  conditions  over  140 
times  a  second.  Electronically  and  auto- 
matically, Ultradrive  shifts  into  precisely 
the  right  gear  at  precisely  the  right 
moment.  The  result  is  a  remarkably 
smooth  ride,  enhanced  engine  response 
and  a  measurable  improvement  in  fuel 
efficiency 

And  because  the  adaptive  control 
system  in  Ultradrive  also  compensates 
for  fluid  changes,  engine  changes  and 
internal  wear. . .  its  performance  remains 


dence.  Its  powertrain  is  backed  by  the 
longest  minivan  warranty  in  the  industry: 
7  years  or  70,000  miles. 


With  so  many  features  standard, 
there  can  be  no  options. 

3. 3-liter  EFI V-6  engine 
Ultradrive  automatic  transmission 
Abundance  of  rich,  soft  leather 
Air  conditioning  front  and  rear 
Chrysler  Inlinity  II  sound  system  with 
AM/FM  stereo  radio  and  cassette  player 
Deluxe  sound  insulation  package 
Dual  power  outside  rear  view  mirrors 
Electric  rear  window  defroster 
Electronic  speed  control 
Front  door  courtesy  lamps 
Illuminated  visor  vanity  mirrors 
Lace  cast  aluminum  road  wheels 
Luggage  rack 

Leather-wrapped  steering  wheel 
Overhead  console  with  compass  and 
outside  temperature  readout. 
P205/70R15  all-season  tires 
Power  door  locks 

Power  front  door  and  rear  quarter  vent 
windows 

Seven-passenger  seating 
Sunscreen  glass 
Tilt  steering  column 
Twenty-gallon  fuel  tank 


Chrysler's  new  Town  &  Country 
America's  first  and  most  luxurious 


minivan. 


New  3.3  liter,  multi-point, 
fuel-injected  V-6. 


crisp  and  dependable  after  years  of 
ownership. 

Longest  powertrain  warranty. 

Tovm  &  Country  offers  you  another 
aspect  of  luxury.  Engineering  confi- 


For  further  information,  call 

1-800-4A-CHRYSLER 


0 


Cluysler 


T/70 


Available  at  your  Chrysler-Plymouth  Dealer 


There  IsNo  Luxury 
Without  Engineering. 


ooks 


THE  ALEXANDER  COMPLEX:  THE  DREAMS  THAT  ORIVE  C 

By  Michael  Meyer 

Times  Books*  258pp  •  $19.95 


BUSINESSMEN 


WHAT  DO  EMP^ 
REALlYmNT 


BUILDERS 


One  of  my  first  assignm'  ,  as  a 
business  reporter,  baclv  in  the 
early  part  of  this  decade,  was  to 
cover  an  entrepreneurs'  conference  at 
the  Stanford  Graduate  School  of  Busi- 
ness. The  university  had  gathered  a 
number  of  Silicon  Valley's  big  names, 
and  I  wanted  to  find  some  unifying 
thread,  some  grand  explanation  for  what 
motivates  them.  Money?  Fame'?  Power? 
Sports  cars? 

During  that  two-day  brush  with  great- 
ness, I  learned  that  no  two  successful 
entrepreneurs  want  the 
same  thing.  They  each 
have  particular  goals — and 
that's  what  makes  their 
stories  compelling.  Curios- 
ity about  these  super- 
achievers  inspired  Michael 
Meyer,  a  A'eu-siveek  corre- 
spondent, to  write  The  Al- 
exander Complex,  examin- 
ing six  empire  builders  and 
their  dreams.  He  chose 
Steve  Jobs,  co-founder  of 
Apple  Computer;  H.  Ross 
Perot,  founder  of  Electron- 
ic Data  Systems;  real  es- 
tate developer  James 
Rouse;  biotechnology  bil- 
lionaire Robert  Swanson; 
cable-TV  impresario  Ted 
Turner;  and  shipping  mag- 
nate Daniel  Ludwig. 

Like  Alexander  the 
Great,  Meyer  writes,  these 
businessmen  "live  in  the 
grip  of  a  vision.  Work  and 
career  take  on  the  quality 
of  a  mission,  a  pursuit  of 
some  Holy  Grail.  And  be- 
cause they  are  talented 
and  convinced  that  they  can  change  the 
world,  they  often  do."  He's  right. 

Readers  who  don't  know  much  about 
these  six  men  will  find  a  lot  of  entertain- 
ing material.  Meyer  has  picked  an  eclec- 
tic group,  and  for  the  most  part  he  tells 
their  stories  well.  The  book  focuses  on 
what  each  describes  as  his  ultimate  goal. 
Jobs  aims  to  "revolutionize"  education 
with  his  computers.  Perot  wants  to  use 
his  wealth  to  "do  the  right  thing" — to 
speak  out  for  all  he  feels  is  correct  in 
the  world.  Rouse's  goal  is  to  build  ade- 
quate housing  for  the  poor.  Swanson 
lives  to  solve  problems  of  all  sorts,  espe- 


cially health-related  ones.  Turner  hopes 
to  save  the  planet  through  his  Better 
World  Society,  which  produces  documen- 
taries on  social  issues.  Only  Ludwig 
doesn't  quite  fit  in,  with  no  clear  objec- 
tive except  wealth. 

The  best  section  is  about  Jobs,  mainly 
because  his  story  is  so  dramatic.  An 
adopted  child  who  showed  little  promise 
in  school,  he  scrapped  his  way  to  fame 
and  fortune  in  the  nascent  personal  com- 
puter industry.  Meyer  makes  the  rounds 
of  Jobs's  friends  and  enemies,  drawing 


F 


out  amusing  quotes  and  anecdotes  about 
his  personal  style — a  mixture  of  charm 
and  viciousness.  People  who  have  fol- 
lowed the  Jobs  saga  may  not  find  a  lot 
of  news  in  these  chapters.  But  Meyer 
paints  a  most  convincing  portrait  of  the 
man  he  calls  a  "visionary  monster." 

At  the  other  end  of  the  spectrum  is 
Meyer's  discussion  of  Ludwig,  the  reclu- 
sive billionaire  who  tried  to  conquer  the 
world's  timber  market  by  building  a  gi- 
ant tree  farm  in  the  Amazon.  Meyer 
uses  Ludwig  to  illustrate  the  dark  side 
of  the  Alexander  Complex,  a  drive  that 
nearly  sent  Ludwig  into  financial  ruin. 


But  Meyer  fails  to  show  that  Lu( 
has  any  vision  other  than  making 
ey.  Ludwig  refused  to  be  interviewee 
this  book — so  we'll  probably  never  k 
if  he  does  have  a  dream. 

The  Alexander  Complex  is  mos 
vealing  when  Meyer  lets  the  facts  s] 
for  themselves.  When  he  arrives  at 
Inc.,  the  computer  company  Jobs  sta 
after  getting  the  boot  from  Apple 
young  chairman  plays  a  nasty,  manij 
tive  game  with  his  visitor:  Jobs  pret 
he  doesn't  know  who  Meyer  is  or 
he's  there,  though  Meyer  had  confir 
the  appointment.  Then  he  delays 
interview  for  a  week.  At  EDS, 
hams  it  up  by  waving  a  copy  of  Qu 
tions  Jrom  Chairman  Mao  Zedong 
spouting  aphorisms.  And  when  M 
tries  to  finagle  his  way  into  one  of  i 
entech  Inc.'s  beer  parties,  he  is  kept 
"It's  just  for  family,"  says  Swan 
who  is  proud  of  his  company's  ho 
environment. 

Unfortunately,  M( 
too  often  strays  from 
porting.  As  he  searches 
his  subjects'  "true  ch; 
ter,"  he  descends  into 
psychology.  Ponde 
Perot's  glass-encased 
lection  of  Boy  Scout  m( 
rabilia,  Meyer  obser 
"You  can't  help  but 
der  if  the  embalming 
these  emblems  indin 
protects  the  owner  J 
worldly  wear  and  te 
Later,  looking  at  a  p! 
of  Swanson  wearing  a 
"power  tie,"  he  goes  o 
board.  Meyer  thinks  S\ 
son's  tie  communicates 
message:  "I  am  not  wh 
seem.  I  don't  just  serv 
God.  I  play  God." 

If  in  some  places  M( 
goes  too  far,  in  others 
doesn't  go  far  enough, 
example,  no^vhere  doe: 
mention  that  more  tha 
year  ago,  Perot  left  ED 
form  rival  Perot  Syst 
Inc.,  again  embroiling  himself  in  cor 
versy.  Since  entrepreneurs  are  by  nai 
fast-moving,  it's  too  bad  Meyer  didn' 
a  better  job  of  keeping  up. 

Still,  these  stories  are  worth  read 
and  they  prove  ambition  comes  in  m 
forms.  The  Alexander  Co7nplex  isn't 
first  book,  and  probably  won't  be 
last,  on  what  makes  people  such  as  J 
and  Rouse  tick.  But  it's  clear  why  t 
personalities  are  so  fascinating. 

BY  PETER  Fir 

People  Editor  Finch,  who  also  lives  in 
grip  of  a  vision,  has  yet  to  be  compare 
Alexander  the  Great. 
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ive  an  elite  group  of  engineers  an 
unprecedented  R&D  budget  to  work 
with,  and  what  do  you  get?  Six  new 
computers  and  printers  that  will  make  things  better 
for  you  in  a  big  way. 

That's  the  NEC  way.  We  pour  a  higher  percent- 
age of  our  profits  back  into  R&D  than  most  com- 
puter companies.  And  as  you  will  see,  the  results  are 
rather  impressive. 


entry  level  system  or  LAN  workstation. 

The  PowerMate  286  Plus  goes  even  furtht 
It's  a  12  MHz,  0  wait  state 
machine.  And  the  NEC  engi- 
neers have  fully  integrated 
the  mouse,  serial  and  parallel 
ports  and  VGA  graphics  on  ^^••'^^'^^^'^^iM^l^V^ 
the  motherboard.  Which  frees  PowerMate 286 

up  its  5  expansion  slots  for  greater  customizatio 


IT'S  LIKE  BELONGING  TO  AN  EXCLUSIVE  CLUB, 
ONLY  THE  DUES  ARE  FAR  MORE  REASONABLE. 

Introducing  the  PowerMate'^  286.  Finally,  a 
high  quality,  industry  standard  286-based  desktop 
computer  that  lets  you  play  in  the  big  leagues 
for  less  than  $1300.  It's  a  10  MHz  machine  with  4 
expansion  slots  and  optional  built-in  Super  EGA 
graphics.  And  its  low  cost  makes  it  the  perfect 


As  for  memory:  1  MB  standard,  expandable  to  16  M 

Either  machine  lets  yo 
breeze  through  word  proces 
ing,  spreadsheets  and  dat 
manipulation  while  hardly  tar 
ing  up  any  room  on  your  des 
(thanks  to  their  new  strear- 
lined  cabinets). 


PMi^erMate  286  Plus 


('cpwrrMatP,  Pinwritcr  anil  Silcnlwriur  arc  n-gislpn-d  Irademarks  anil  Ka.-.!  Fik  ums  a  trademark  iifNEl  (  orp,  .msX  jsalrademark  uf  Inlcl  Ciprii  Pijsl.S<  ri|)l  is  a  refiisKrvd  Iradcmark  (i(  Adiilic  Syslenis,  Inc.  k'  Copyright  1989  NEC  Cuip.  ] 


WHAT  WE  DO  WITH  OUR  386SX-BASED  COMPUTERS  IS 
TERESTING.  WHAT  YOU  DO  WITH  THEM,  EVEN  MORE  SO. 

With  our  new  PowerMate  SX  Plus,  there's 
actically  no  limit  to  what  you  can  do.  Because 
it's  a  386  machine  that  ideally 
positions  you  to  run  all  of  to- 
day's 386  software  as  well  as 
tomorrow's.  And  all  without 
having  to  make  a  gargantuan 
investment.  This  machine  has 


Pinurriter  P2200XE 


P&werMate  SX  Plus 

386SX™  CPU  that  runs  at  16  MHz.  And  it's  got 
le  of  the  most  popular  features  in  the  computer 
dustry:  386  power  without 
e  386  price. 


Silenturritfr  LC  890XL 


WHEN  TIME  ISN'T  ON  YOUR  SIDE, 
OUR  PORTABLE  SHOULD  BE. 

We  all  have  to  face  dead- 
les.  With  a  PowerMate  Porta- 
e  Plus  in  your  hands,  it's  a 
t  easier  Because  you  can 
,ke  work  home,  without  sac- 
f icing  performance.  This 
achine  keeps  you  humming 
ong  at  12  MHz  (0  wait).  It  features  built-in  VGA 
graphics  and  a  black  on  white  LCD 
screen  displaying  8  shades  of  gray. 
And  it  has  3  internal  expansion 
slots  for  modems,  networking,  ex- 
panded memory  and  other  options. 


Yours. 


PowerMate 
Portable  Plus 


YOU'LL  FIND  OUR  PRINTERS  EXCEED 
SPECIFICATIONS  IN  THE  MOST  CRUCIAL  AREA  OF  ALL. 

CONFIDENCE. 

Our  family  of  Pinwriter^  printers  have  long  set 
le  standard  for  reliability  and  print  quality.  And 
ow  we've  raised  the  standard  even  higher 


Introducing  the  new 
Pinwriter  P2200XE.  NEC's 
newest  Pinwriter  is  the  per- 
fect printer  for  anyone  on  a 
budget.  It  gives  you  24-wire 
print  quality  at  a  9-wire  price. 
And  with  our  unique  Fast 
Focus™  font  it  consistently 
delivers  high  quality  output 
at  impressively  higher 
speeds. 

Our  new  Silentwriter®  page  printer,  the 
LC890XL,  is  a  laser-class 
printer  that's  in  a  class  all  its 
own.  With  a  68020  micropro- 
cessor, 4  MB  of  main  memory 
(expandable  to  8  MB),  this 
workhorse  increases  produc- 
tivity and  handles  graphics- 
intensive  applications  easily.  It 
has  a  PostScript®  interpreter, 
35  type  fonts  and  accepts  many 
more.  All  of  which  makes  it 
ideal  for  group  settings,  especially  desktop  publish- 
ing environments. 

WE'RE  MAKING  THINGS  BETTER  FOR  YOU . 

At  NEC,  the  most  important  company  in  the 
world  is  yours.  Every  computer  and  printer  we 
make,  we  make  for  you.  It's  this  commitment  that 
has  made  us  a  $22  billion  world  leader  in  computers 
and  communications.  And  it's  this  commitment  that 
will  continue  to  inspire 
us  to  make  things  better 
for  you. 

WE'RE  MAKING  THINGS  BETTER  FOR  YOU, 


SEC 
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conomic  Viewpoint 


101  MORE 
REASONS 
NOT  TO  CUT 
CAPITAL-GAINS 
TAXES 


BY  ALAN  S,  BUNDER 


In  the  short  term,  such 
a  tax  break  would  bring  in 
revenue.  But  in  the  long  run, 
preferential  treatment  for 
the  rich  is  neither 
equitable  nor  efficient 


ALAN  S.  BUNDER  IS  THE  GORDON  S.  RENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
THE  AUTHOR  OF  HARD  HEADS.  SOFT  HEARTS 


The  recent  debate  over  reducing 
capital-gains  taxes  has  inspired  an 
idea.  I  call  it  the  PITS  for  Personal 
Incentive  Tax  System.  It's  not  only  sim- 
ple but  also  captures  the  spirit  of  recent 
goings-on  in  Washington. 

Investors  would  be  assigned  capital- 
gains  tax  rates  by  adding  the  digits  of 
their  birthdays  and  then  multiplying  by 
three.  (I  was  born  on  the  14th.  Since  the 
digits  sum  to  5,  my  tax  rate  would  be 
157( — ^just  as  in  the  Bush  plan.)  But  in- 
vestors would  have  a  choice:  Those  who 
hold  assets  through  the  next  Presiden- 
tial election  could  choose  between  pay- 
ing their  PITS  rate  or  including  in  regular 
income  a  fraction  of  their  gains  equal  to 
the  age  of  the  new  President.  Had  this 
option  been  in  effect  when  President 
Bush  was  elected,  it  would  have  created 
strong  incentives  to  realize  gains.  It 
probably  would  have  raised  revenue. 
MYOPIC.  You  will  note  that  my  idea 
shares  many  of  the  virtues  of  the  plans 
now  being  promoted  along  Pennsylvania 
Avenue — which  is  precisely  the  problem. 
As  politics  works  its  usual  magic  over 
economics,  we  seem  to  have  lost  sight  of 
what  we  are  doing  and  why. 

First,  people  seem  to  have  forgotten 
that  good  investments  are  already  mu- 
nificently rewarded  by  our  capitalist  sys- 
tem. Richard  G.  Darman,  director  of  the 
Office  of  Management  &  Budget,  ar- 
gued that  indexing  was  not  enough  be- 
cause "we  want  something  that  would 
also  reward  the  true  job  creators  and 
innovators,  the  risk-takers  and  sweat-eq- 
uity people  who  are  key  to  keeping 
America  No.  1."  What  do  we  do  now, 
punish  them?  Don't  those  who  reap 
huge  profits  keep  72%  of  the  spoils  un- 
der the  present  tax  code — and  live  fabu- 
lously well? 

Second,  we  seem  to  have  forgotten 
that  capital  gains  are  still  tax-advan- 
taged, despite  the  1986  reforms.  The  rea- 
son is  that  recipients  of  capital  gains  get 
to  choose  when  they  realize,  and  pay  tax 
on,  their  gains — a  privilege  not  granted 
to  recipients  of  wages,  dividends,  or  in- 
terest. The  deferral  privilege  can  be  ex- 
tremely valuable.  Using  a  4%  real  after- 
tax interest  rate,  for  example,  a  10-year 
deferral  reduces  the  effective  tax  rate 
from  28%  to  18.9%.  A  20-year  deferral 
cuts  it  to  12.8%.  And  taxes  are  entirely 
forgiven  on  assets  held  until  death  and 
bequeathed. 

Most  important,  we  seem  to  have  for- 
gotten that  society  should  demand  a 
good  reason  for  offering  a  tax  break. 
One  possible  reason  is  fairness.  That  is 
why  we  excuse  poor  people  from  paying 
income  tax.  But  this  rationale  hardly  ap- 
plies to  capital  gains — except  as  it  ar- 
gues for  indexing  to  end  the  taxation  of 
illusory  "gains"  due  to  inflation. 


11 


Another  possible  reason  is  effic 
Supporters  of  lower  capital-gains 
argue  that  society's  high  rollers  de 
special  subsidies  for  the  good  th 
the  economy.  I  remain  skeptical— 
cially  when  timber  and  real  estate 
onto  the  list  of  favored  investn 
When  scrutinized  closely,  the  effi( 
argument  for  favoring  capital  gains 
apart  for  at  least  four  reasons 

■  Believers  in  free  markets  should 
der  about  investments  that  are 
only  because  of  tax  subsidies.  Whe 
tax  system,  rather  than  economic 
guides  the  allocation  of  capital,  tl 
visible  hand  disappears. 

■  The  recent  debate  has  made  it 
that  a  preferentially  low  tax  rat 
capital  gains  helps  short-term 
ments  more  than  long-term  ones, 
indexing  does  just  the  reverse, 
anyone  seriously  believe  that  U.  S. 
tors  need  even  shorter  time  hoi 
than  at  present? 

■  The  argument  for  cutting  capital- 
taxes  to  encourage  venture  capi 
probably  wrong,  for  the  reasons 
given,  and  certainly  beside  the 
Venture  capital  accounts  for  but  a 
fraction  of  total  capital  gains.  And 
of  it  comes  from  investors  not  subj 
U.  S.  taxes,  such  as  foreigners,  pe 
funds,  and  college  endowments. 

■  It's  hard  to  imagine  a  coherent  \ 
nale  for  showering  tax  benefits  ret^ 
tively  on  old  investments.  After  al 
gains  to  society  already  have  been 
ized.  The  truth,  I'm  afraid,  is  thai 
capital-gains  lobby  is  after  lower 
on  the  rich. 
SHELL  GAME.  When  equity  and  effid 
arguments  fail,  proponents  of' 
breaks  turn  to  the  Laffer  Curve, 
lower  tax  rate  on  capital  gains 
bring  in  more  revenue?  It  certain! 
if  the  low  rate  is  seen  as  temporary'! 
robbing  tax  revenues  from  future 
gets  to  pay  today's  hardly  constil 
good  tax  policy.  And  capital-gains 
are  not  the  only  taxes.  A  preferenj 
low  tax  rate  on  capital  gains  encou: 
taxpayers — aided  by  legions  of  lav 
and  accountants — to  convert  ordina: 
come  into  capital  gains.  So  total  ta 
ceipts  may  go  down,  even  as  ca 
gains  revenues  go  up. 

Where  does  this  discussion  leav( 
With  the  conclusion  I  reached  a  yeai 
(BW— Aug.  1,  1988):  We  should  i 
capital  gains  and  tax  them  as  ord: 
income.  That  approach  is  fair,  effi( 
and  will  not  lose  much  revenue — u 
we  apply  it  retroactively  to  existin 
sets.  Should  we?  Only  if  recipien 
the  windfall  give  society  somethi; 
return.  Taxation  of  accrued  capital 
at  death  would  be  a  fair  trade  for 
active  indexing. 
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When  a  page  is  captured,  the  film,  camera, 
scanner,  chemicals  and  processor  are  likely  to 
be  from  Kodak.  As  are  the  experts  who 
stand  behind  them. 

■  ,    Kodak  has  been  a  leader  in  film, 
chemical  and  processor  technology 
almost  since  there  was  a  graphic  art. 
Now  we  are  leaders  in  electronics, 
easing  the  evolution  from  one  technology 
to  anotiier  Whatever  the  product,  there  are 
always  Kodak  people  backing  it  up,  helping 
customers  "get  it  right  the  first  time" 
sharing  knowledge.  And  there 
always  will  be. 

We  are  more  than  photographs.  We  are 
the  world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960G. 


IPTUREIT 


The  new  vision  of  Kodak 


conomic  Trends 


BY  GENE  KORE^Z 


MORE  MAYORS  AND 

GOVERNORS 

ARE  COMING  UP  SHORT 


It  didn't  hit  the  headlines,  but  buried  in 
the  latest  Commerce  Dept.  report  on 
the  gross  national  product  was  a  sharp 
upward  revision  in  the  deficits  of  state 
and  local  governments.  Their  combined 
operating  budget  deficit  for  1988,  for  ex- 
ample, was  raised  by  a  startling  59%, 
from  813.3  billion  to  §21.1  billion  (chart). 
And  the  budget  shortfall  in  the  first 
quarter  of  this  year  was  boosted  55%, 
from  SIT. 2  billion  at  an  annual  rate  to  a 
heft\-  S26.6  billion. 
These  numbers  aren't  quite  as  omi- 


STATE  AND  LOCAL  DEFICITS 
SUDDENLY  LOOK  WORSE 


OPERATING  BALANCE 

OaUDESSOOALINSURANtt  FUNDS 


□  EARLY  ESTIMATE 
■  REVISED  ESTIMAH 


•30 

▲  BILUONS  OF  DOLURS 


'ANNUAL  RATE 
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a.->  itiey  appear,  at  least  as  far  as 
ates  are  concerned,  says  Gerald  H. 
.Miller,  executive  director  of  the  National 
Association  of  State  Budget  Officers. 
For  one  thing.  Commerce  counts  capital 
outlays  as  part  of  -tares'  operating  bud- 
gets, even  thi  m  of  such  spend- 
ing is  finance* J  bond  issues  and 
thus  doesn't  violate  state  and  local  bal- 
anced-budget requirements.  Moreover, 
mo.sl  of  the  current  fiscal  distress,  he 
says,  seems  to  be  centered  in  New  York, 
New  Jersey,  and  New  England. 

Still,  Miller  concedes  that  state  spend- 
ing on  goods  and  services  this  fiscal 
year  is  projected  to  exceed  revenues  for 
the  first  time  since  19X3.  As  a  result, 
general  fund  balances  are  expected  to 
fall  below  3%  of  outlays  by  yearend 
(next  June  30  in  most  state.s) — far  below 
the  5%  cushion  that  states  like  to  have 
on  hand  in  case  of  economic  distress. 

Meanwhile,  a  recent  survey  of  some 
362  cities  by  the  National  League  of  Cit- 


ies indicates  that  revenues  are  not  keep- 
ing up  with  inflation  in  more  than  half 
and  are  declining  even  in  nominal  terms 
in  nearly  a  quarter.  Indeed,  about  half 
report  they  expect  their  spending  to  out- 
pace revenues  in  fiscal  1989,  forcing 
them  to  draw  down  resen^e  funds  or 
take  other  emergency  action.  And  that's 
despite  the  fact  that  over  the  past  year 
some  69%  raised  fees  for  municipal  ser- 
vices, 41%  increased  propertj'  tax  rates, 
and  24%  reduced  their  work  forces. 

The  big  worrj'  for  states  and  cities,  of 
course,  is  the  possible  impact  of  a  reces- 
sion. Already,  real  spending  growth  by 
the  state  and  local  sectors  has  slowed  to 
about  a  1.5%  annual  rate,  estimates 
economist  Chris  Ra  of  DRi/McGraw-Hill. 
Even  if  the  economy  avoids  an  outright 
recession,  she  says,  continuing  belt- 
tightening  is  likely  to  be  followed  by 
explicit  tax  increases  next  year  as  the 
economic  slowdowTi  cuts  corporate  and 
personal  revenues.  And  if  the  soft  land- 
ing turns  into  a  hard  one,  spending  cuts 
and  tax  hikes  will  be  draconian. 


'SMALL  BUSINESSES 
WILL  BE  PULLING 
IN  THEIR  HORNS' 


The  soft  landing  remains  on  track  in 
the  small  business  sector,  according 
to  the  summer  sun-ey  of  the  National 
Federation  of  Independent  Business. 
The  NFIB  says  that  its  members'  opti- 
mism rose  slightly  in  July  from  its  low 
reading  in  April,  but  2r'f  of  respondents 
still  expect  business  conditions  to  wors- 
en in  the  months  ahead,  compared  with 
15'(  anticipating  improvement.  Inven- 
tor\-  spending  and  hiring  plans  w^eak- 
ened,  as  did  intentions  to  raise  prices. 
"Small  businesses  will  be  pulling  in  their 
horns  a  bit  in  coming  months."  says 
NFIB  President  John  Sloan  Jr..  "but  they 
don't  expect  the  sky  to  fall." 


WHY  TIGHT  MONEY 
HASN'T  STRANGLED 
THE  ECONOMY 


Over  the  past  year  the  money  supply 
as  measured  by  M2  has  grown  only 
3.1%,  while  Ml  has  actually  declined.  In 
earlier  decades,  such  slow  rates  of  mon- 
ey growth  would  have  long  since  pro- 
duced a  recession.  So  why  hasn't  growth 
ground  to  a  halt  this  time  around? 

According  to  economist  Sam  Naka- 
gama  of  Nakagama  &  Wallace  Inc.,  the 
answer  lies  in  the  internationalization  of 
business  activity.  He  notes  that  M2 
growth  over  the  past  year  has  ranged 


from  5.3%  to  9.4%  in  West  Gem 
France,  Italy,  and  Japan  and  hit  a 
ble-digit  pace  in  Canada,  Spain,  and 
ain.  "Slower  money  growth  in  this 
try  has  produced  a  stronger-t 
expected  dollar,"  explains  Nakag 
"but  it  has  also  slowed  the  deman 
imports,  while  faster  money  gr 
abroad  has  stimulated  foreign  ecom 
and  boosted  demand  for  U.  S.  expo 


SAVING  BABIES'  LIVES 
DOESN'T  HAVE 
TO  BE  EXPENSIVE 


If  the  U.  S.  is  serious  about  cuttin 
infant  mortahty  rate  (America 
19th  among  the  industrial  nationi 
had  better  spend  money  where  it  co 
That's  why  a  National  Bureau  of 
nomic  Research  study  by  economisd 
chael  Grossman,  Hope  Gorman, 
Theodore  Joyce  is  so  intriguing.  1 
study  assesses  the  cost-effectivenes 
various  ways  to  reduce  infant  morti 
including  such  strategies  as  prei 
care,  intensive  care  for  newborns,  fa 
planning  clinics,  and  maternal  nutr 
programs  such  as  the  government's 
cial  supplemental  food  program 
women,  infants,  and  children  iWlC). 

Among  these  initiatives,  the  s 
finds  that  the  most  cost-effective  s 
gies  would  be  expanding  prenatal 
(if  initiated  during  the  first  three  m 
of  pregnancy)  and  maternal  nu 
progi-ams  such  as  wic.  For  whites,  : 
researchers  estimate  that  neonatal  ii  K 
sive  care  saves  more  hves  than  prei  \ 
care  or  the  wic  program — about  15  i 
1,0(X)  participants,  compared  with 
for  prenatal  care  and  four  for  the 
program.  But  the  average  cost 
least  S890.(X)0  (in  1984  dollars)  per| 
saved  by  intensive  care,  compared 
only  S23,000  for  prenatal  care 
$39,000  for  the  wic  program. 

For  blacks,  whose  health  needs  a 
to  be  greater  than  whites,  prenat;^!  :< 
is  not  only  less  expensive  than  inier'; 
care  (816,000  versus  $1.4  million  pt-r:! 
saved)  but  also  appears  to  be  nn'i-t::! 
fective — saving  as  many  as  12  addiri- 
lives  per  1,000  participants  co:iii 
with  10  for  intensive  care.  And  ti  c 
program  saves  seven  lives  per  l.i  'on 
ticipants  at  a  cost  of  $21,000  per  lii 

Prenatal  care  and  nutrition  progra 
of  course,  result  in  healthier  bal 
even  when  infant  lives  are  not  thj 
ened,  w'hile  babies  requiring  intec 
care  often  have  recurrent  health  p| 
lems  later  in  life.  So  the  cost-effec 
ness  of  the  less  expensive  strategi^ 
even  greater  when  long-term  health 
comes  are  taken  into  consideration.  1 
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The  arts  of  page  makeup,  color  separating 
and  color  correcting  are  all  becoming  part  of 
computer  science.  Once  again,  Kodak  leads. 

The  once  complex  process  of  producing  color 
separations  for  printing  is  now  incredibly  simple. 
Manual  cut-and-paste  operations  can  now 
be  accomplished  on  the  screen  of  a 
computer.  And,  a  state-of-the-art  color 
system  permits  image  manipulation — a 
truly  magical  ability  to  enhance  photo- 
graphs and  artwork— with  equal  ease. 

We  are  more  than  photographs. 
We  are  the  world's  premier  grapliics 
imaging  company.  For  more  details  on 
enhancing  the  graphic  arts  tradition, 
call  1 800  445-6325,  Ext.  960F. 


The  new  vision  of  Kodak 


Profits  are 
Puerto  Rico's 
Biggest  Exportf 

A  Special  Advertising  Section  In  Our  October  16,  1989  Issue. 


As  American  business  comes 
face-to-face  with  growing 
globalization  and  increased 
foreign  competition  in  the  domestic 
market,  the  search  is  on  for  an 
expansion  location  with  the 
potential  to  help  U.S.  companies 
extend  their  market  share  at  home. 

Enter  the  Commonwealth  of 
Puerto  Rico,  where  the  climate  is 
right  for  development  by  American 
businesses. 

In  this  special  BusinessWeek 
advertising  section,  more  than  3.7 
million*  influential  readers  of 
BusinessWeek  Industrial  and 
International  editions  will  find  out 


why  more  and  more  American 
industries  are  shifting  their 
operations  from  such  areas  as  the 
Far  East  to  the  pro-business  setting 
of  Puerto  Rico.  Chosen  by  the 
Commonwealth  of  Puerto  Rico  for 
its  superior  editorial  product, 
Business  Week  offers  advertisers 
an  exciting  opportunity  to 
showcase  their  businesses  by 
integrating  them  into  this  timely 
and  informative  section. 

Whatever  you  do,  don't  pass  up 
your  chance  to  advertise  in  this 
unique  special  feature  on  Puerto 
Rico.  Where  the  editorial 
environment  is  unsurpassed. 


Issue  Date:  10/16/89 
Closing  Date:  9/4/89 

Page  Rate:    $  44,000  4/C 

$  28,940  B/W 


For  more  information,  contact: 

James  Furey 
President 

Furey  &  Associates 
(212) 355-7034 

Barbara  Daly 
BusinessWeek 
(212)  512-6664 

■  Business  Week  Estimate 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  ECONOMY'S  LANDING  GEAR 

AY  HAVE  A  DEFECT:  MANUFACTURING 
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HORY  ORDERS 
TURN  SOFT 


ONTHLY  DAU 


THREE-MONTH 
MOVING 
AVERAGE 

DURABLE  GOODS 


I  I  I  I  I  I  I 

JSN  JUIY 


as  the  economy  already  landed?  The  data  in  re- 
cent weeks  have  taken  a  turn  for  the  better. 
Instead  of  falling  headlong  toward  recession,  as 
'  of  the  spring  and  summer  numbers  warned,  the 
)my  appears  to  be  slowing  gracefully,  while  infla- 
ooks  tamer.  That's  just  the  kind  of  soft  landing  that 
'ederal  Reserve  Board  has  been  trying  to  engineer, 
t  don't  start  cheering  yet.  There  are  still  a  few 
;ms  for  the  second  half.  One  is  manufacturing:  It's 
ng  progressively  weaker.  New  orders  at  durable- 
s  factories  fell  in  July,  and  the  recent  trend  in 
•s  is  down — for  the  first  time  since  1986.  As  in  the 
the  extent  of  the  softness  in  manufacturing  will 
a  key  role  in  the  economy's  health. 

The  factory  sector  is  still  get- 
ting plenty  of  support  from  ex- 
ports. They  hit  a  record  in  June 
for  the  fourth  time  in  the  past 
six  months,  helping  to  shrink 
the  trade  deficit  to  its  smallest 
in  41/2  years.  The  worry  here: 
The  dollar's  new  strength  may 
hurt  foreign  orders — on  top  of 
the  slowdown  in  domestic  book- 
ings— and  stall  further  progress 
on  the  trade  deficit, 
'en  inflation  may  not  be  as  rosy  as  the  moderation  in 
umer  prices  in  both  June  and  July  would  imply, 
•gy  prices  are  falling,  and  the  industrial  slowdown  is 
ig  prices  of  goods.  But  there  are  other  offsetting 
sures:  Service  inflation  is  still  high — and  rising, 
^en  if  the  Fed  has  successfully  guided  down  this 
-flying  expansion,  the  results  could  end  up  less  than 
ifying:  a  sluggish  economy  in  the  second  half  with 
eal  progress  on  inflation. 

TROIT  Sluggish  is  certainly  the  word  for  manu- 
'TS  facturing.  Factory  output  has  barely 

I  THE  grown  since  April,  reflecting  weakness  in 
'^'^^^  durable  goods.  Order  books  tell  the  story. 
J  orders  coming  into  durable-goods  producers  fell 
'  in  July,  to  $122.9  billion,  the  fourth  drop  this  year. 
Ithough  the  Commerce  Dept.  revised  June  orders 
"ply  higher  to  show  a  1.4%  gain,  compared  to  the 
inally  reported  0.3%  rise,  hardgoods  orders  are  fall- 
(chart).  That  slowdown  could  spill  over  to  the  econo- 
in  general.  The  latest  order  decline  is  similar  in 
piitude  to  manufacturing's  last  round  of  weakness  in 
-1986.  Then,  real  gross  national  product  fell  1.8%  in 
second  quarter  and  rose  a  scant  0.8%>  in  the  third. 


NSOFOOIURS 

DATA:  COMMERCE  DEPT.,  BW 


Manufacturing's  current  malaise  is  centered  in  the 
auto  industry.  Detroit's  first-half  production  cuts,  made 
in  an  effort  to  trim  inventories  of  1989  cars,  have  hurt 
orders  in  supplier  industries  such  as  steel  and  plastics. 
Although  car  sales  jumped  to  an  annual  rate  of  8.6 
million  in  mid-August,  the  schedule  for  third-quarter 
auto  output  is  weak.  And  the  Big  Three  carmakers  plan 
the  lowest  fourth-quarter  production  since  the  1981-82 
recession,  some  16%'  below  the  final  quarter  of  last  year. 

Orders  for  motor  vehicles  and  parts  fell  again  in  July, 
as  did  bookings  from  the  military  and  in  the  nonelectrical 
machinery  industry.  Orders  for  electrical  equipment  rose 
in  July  and  primary  metals  posted  a  small  increase. 

Another  harbinger  of  second-half  weakness  in  manu- 
facturing is  the  shrinking  backlog  of  unfilled  orders — at 
least  excluding  the  booming  aircraft  industry.  The  back- 
log began  falling  in  March,  a  sign  that  new  orders  aren't 
keeping  up  with  shipments.  That  is  usually  a  precursor 
to  production  cuts. 

I THE  SPLIT  The  benefit  from  growing  softness  in 
BETWEEN  manufacturing  is  reduced  price  pressure. 
GOODS  AND  Capacity  strains  are  easing,  allowing  the 
SERVICES  inflation  rate  in  several  industries  to  fall. 
But  that's  true  only  in  the  goods-producing  sector, 
where  the  economic  slowdown  has  been  concentrated. 
Service  inflation  threatens  to  be  a  much  stickier  problem. 

The  consumer  price  index 
rose  a  mere  0.2%-  in  both  June 
and  July,  thanks  to  lower  ener- 
gy prices  and  moderation  in 
prices  of  other  goods.  However, 
a  better  measure  of  inflation's 
underlying  strength  is  the 
"core"  rate — the  CPI  excluding 
the  food  and  energy  sectors.  It 
shows  little  abatement. 

The  reason  is  services  (chart). 
During  the  past  six  months,  in- 
flation in  prices  of  goods  other  than  food  and  energy  has 
fallen  to  an  annual  rate  of  only  2.2%,  from  4.2%  in  the 
previous  half  year.  But  inflation  in  nonfood,  nonenergy 
services,  already  far  above  that  for  goods,  accelerated  to 
a  5.4%  annual  pace  during  the  past  six  months — and  to 
5.8%  during  the  most  recent  three  months.  Medical  care, 
household  services,  and  rents  led  the  speedup. 

The  service  economy  hasn't  slowed  much  at  all.  Labor 
markets  in  the  service  sector  are  still  tight,  and  sendee 
wages  are  rising  rapidly  with  no  offset  from  productivity 
gains.  As  a  result,  unit  labor  costs  are  soaring,  shrinking 
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profit  margins  and  pressuring  service  industries  to  raise 
prices.  Right  now,  this  is  largely  offsetting  lower  infla- 
tion in  the  goods-producing  economy. 

(EXPORTS  Despite  the  slowdown  in  domestic  de- 
ARE  UP,  mand,  manufacturers  are  still  doing  plen- 
UP,  AND  ty  of  business  abroad.  Exports  rose  1.5% 
^W*^  in  June  to  a  record  $30.9  billion.  Add  in 

June's  3.6%  drop  in  imports,  and  the  trade  deficit  for  the 
month  narrowed  to  a  surprisingly  low  $8.2  billion,  down 
from  May's  $10.1  billion  gap. 

The  export  explosion  has  been  the  driving  force  behind 
the  trade  sector's  big  turnaround  since  1987  (chart).  Over 
the  past  2V2  years,  exports  have  grown  at  a  23.1%-  annu- 
al rate,  more  than  double  the  10.1%-  pace  for  imports.  As 
a  result,  some  sectors,  such  as  foodstuffs  and  capital 
equipment,  are  now  running  trade  surpluses,  as  opposed 
to  deficits  in  early  1987.  And  our  trade  balances  with 
areas  such  as  Europe,  Hong  Kong,  and  Taiwan  have 
improved  dramatically.  The  U.  S.  deficit  with  Japan,  how- 
ever, has  proved  to  be  more  stubborn  (page  46). 

Certainly,  the  past  weakening 
of  the  dollar — which  made  our 
goods  cheaper  abroad  while 
raising  import  prices  in  the 
U.  S. — has  fueled  the  trade 
turnaround.  But  now,  the  dol- 
lar's strength  so  far  this  year 
threatens  continued  improve- 
ment. Since  December,  the  dol- 
lar has  risen  17.3%  against  the 
Japanese  yen  and  11.5%  relative 
to  the  West  German  mark. 
That  could  be  a  problem,  because  foreign  demand  is 
increasingly  important  to  U.  S.  manufacturers.  Exports 
shot  up  at  a  20.8%-  annual  rate  in  the  second  quarter  on 
top  of  an  18.2%'  boost  in  the  first,  before  price  changes. 
The  strength  was  widespread,  with  exports  of  consumer 
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goods,  capital  goods,  and  food  all  posting  big  g 

Meanwhile,  sluggish  consumer  spending  has 
holding  down  import  growth  this  year.  Imports  of 
sumer  goods,  excluding  autos,  have  fallen  in  four  ol 
last  six  months,  including  a  0.2%'  decrease  in  June 
ports  of  foodstuffs,  most  of  which  end  up  on  gro 
store  shelves,  have  been  basically  flat  since  Decern 
Imported  cars  are  losing  their  appeal.  Incoming 
ments  of  foreign  cars  have  fallen  sharply  for  three 
secutive  months.  The  opening  of  auto  plants  in  the 
by  Japanese  manufacturers  has  reduced  the  need 
some  imports.  But  higher  prices  are  also  playing  a 


I IMPORTS  Despite  the  slowdown  in  imports  of 
WILL  sumer  goods,  however,  imports  of  ca] 

REMAIN  A  goods  and  industrial  materials  rerf 
PROBLEM  strong.  So  far  this  year,  capital  g 
imports  have  risen  at  a  15.6%'  annual  rate,  as  the  nat 
boom  in  capital  spending  draws  in  massive  amoun 
machinery  from  abroad.  In  the  second  quarter,  imp 
share  of  business  outlays  for  equipment  edged  up 
record  36.2%. 

Continued  inroads  by  foreign  producers  into  the 
capital-goods  market  raise  questions  about  how 
more  progress  can  be  made  on  the  import  side  of 
trade  ledger.  Preliminary  data  on  energy  usage 
customs  duty  payments  suggest  that  imports  rebou 
in  July.  And  the  rise  in  the  dollar  throughout  most  of 
first  half  of  1989  will  make  imports  more  attractive 
the  same  time,  the  stronger  currency  will  likely  dam 
export  growth. 

The  small  trade  gap  in  June,  along  with  a  slight  do 
ward  revision  in  the  May  deficit,  means  that  the 
exports  figure  in  the  gross  national  product  data 
probably  be  revised  downward,  adding  a  bit  to  secc 
quarter  GNP  growth.  But  trade  improvement  for  the  1 
of  the  year  may  be  harder  to  come  by.  That's  anot 
concern  the  Fed  will  be  watching  closely. 


THE  WEEK  AHEAD 


GROSS  NATIONAL  PRODUCT  (REVISION) 

Tuesday,  Aug.  29,  8:30  a.m. 
Upward  revisions  to  consumer  spending 
and  net  exports  indicate  that  the  econo- 
my probably  grew  at  a  2.3%  annual  rate 
in  the  second  quarter.  That's  faster  than 
the  previous  estimate  of  1.7%. 

NEW  SINGLE-FAMILY  HOME  SALES 

Consumer  spending  probably  increased 
0.8%,  after  no  change  in  June. 

FACTORY  INVENTORIES 

Thursday,  Aug.  SI,  10  a.m. 
The  small  gain  in  industrial  output  sug- 
gests that  factory  inventories  grew  by 
0.3%  in  July,  the  same  pace  as  in  June. 

EMPLOYMENT 

Tuesday,  Aug.  29,  10  a.m. 
New  homes  likely  sold  at  a  675,000  annu- 
al rate  in  July,  up  from  June's  670,000. 
Ijower  mortgage  rates  helped  July  sales. 

PEii^ONAL  INCOME 

Friday,  Sept.  1,  8:S0  a.m. 
Most  economists  figure  nonfarm  pay- 
rolls edged  up  by  40,000  new  jobs  in 
August.  But  the  gain  could  be  much 
higher,  depending  on  how  the  Labor 
Dept.  accounts  for  roughly  1.50,000  strik- 
ing communications  workers.  The  Au- 
gust jobless   rate  was  probably  un- 
changed at  July's  5.27'. 

Wednesday,  Aug.  SO,  10  a.m. 
Personal  income  probably  rose  0.8%  in 
July,  after  a  small  O.S7f  advance  in  June. 

LEADING  INDICATORS 


Friday,  Sept.  1,  8:S0  a.m. 
July's  index  of  leading  indicators  lil 
rose  a  small  0.2%,  led  by  higher  st 
prices.  In  June,  the  index  fell  by  0.1 

NAPM  SURVEY  [ 

Friday,  Sept.  1,  10  a.m. 
The  National  Association  of  Purchasi 
Management's  index  of  business  actii 
will  likely  rebound  to  about  48%  in  , 
gust.  In  July,  the  index  was  46%. 


CONSTRUCTION  SPENDING 


Friday,  Sept.  1,  10  a.m. 
A  rise  in  homebuilding  will  lead  the 
pected  0.5%  gain  in  July  construct 
spending.  In  June,  spending  fell  0.895 


24  BUSINESS  WEEK/SEPTEMBER  4,  1989 


i|/ou  doif t  want  to  buy  a  used  car  from  Aetna. 


I  \Etna  Life  and  Casualty  Company 

A  little  while  back,  John  Barracato  went  out  car  shopping. 
He  bought  ten. 

Then  he  did  something  really  unusual. 
He  torched  them. 

You  see,  John  is  one  of  America's  leading  arson  experts.  Not  coinci- 
dentally,  he  also  leads  Aetna's  Fire  and  Fraud  Investigation  Team. 

And  because  he  burned  those  cars,  law  enforcement  agencies  nation- 
wide can  more  easily  detect  the  difference  between  accident  and  arson. 

As  a  result,  this  research  has  had  the  beneficial  effect  of  putting  more 
arsonists  behind  bars. 

More  tangibly  for  Aetna's  customers,  John's  team  is  saving  millions 
of  dollars  every  year  by  identifying  attempted  arson  and  prosecuting  the 
criminals  who  attempt  to  profit  from  it. 

No  other  insurance  company  that  we  know  of  goes  to  the  some- 
times extreme  lengths  that  Aetna  does  in  order  to  fight  fraudulent  claims. 

But  that  works  to  the  advantage  of  every  one  of  our  VT^HB 
customers  who  invest  in  one  of  our  insurance  policies.  ^^M^ 

If  not  one  of  our  many  used  cars.  ^^^^B 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT 
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WALESA  AT  A  RALLY  IN  GDANSK:  EVEN  SOLIDARITY  OFFICIALS  DOUBT  THAT  MAZOWIECKI'S  GOVERNMENT  WILL  LAST  MORE  THAN  A  YEAR 


SEPTEMBER  4, 


SOLIDARITY 

ON  THE  HIGH  WIRE 

IF  IT  SUCCEEDS,  THE  POLITICAL  MAP  OF  EUROPE  WILL  BE  REDRAWN 


An  eerie  quiet  hun^  over  the  corri- 
dors in  Warsaw  ministries. 
"Some  party  members  still  don't 
believe  it  has  happened,"  said  Marek 
Kulczycki,  a  deputy  director  of  foreign 
economic  relations. 

But  the  unbelievable  had  happened. 
For  the  first  time  since  World  War  II,  a 
noncommunist  government  prepared  to 
take  power  in  Eastern  Europe.  Even 
more  stunning,  the  move  came  with  the 
tacit  endorsement  of  Soviet  President 
Mikhail  S.  Gorbachev,  who  urged  Po- 
land's Communist  Party  to  cooperate 
with  its  onetime  sworn  enemy — the 
union-based  Solidarity  movement  that 
was  illegal  just  five  months  back. 


This  turn  of  events  promises  to  re- 
shape the  political  map  of  Europe  and 
radically  change  East-West  relations.  Al- 
ready, as  evidenced  by  Gorbachev's  sur- 
prise intervention,  Solidarity's  rise  to 
power  means  the  Brezhnev  Doctrine  is 
all  but  dead.  That's  the  right  claimed  by 
Gorbachev's  predecessors  to  iniervene  to 
keep  communist  regimes  in  power,  as 
they  did  in  Hungary  in  1956  and  Czecho- 
slovakia in  1968. 

If  Solidarity  manages  to  steer  Po- 
land's transition  to  stable  democratic 
rule,  it  will  breach  the  once-monolithic 
Soviet  bloc  and  greatly  diminish  the 
threat  of  an  attack  from  the  East 
against  Western  Europe.  Combined  with 


the  radical  changes  Gorbachev  hopei 
bring  about  in  the  Soviet  Union,  the 
suit  could  be  a  fundamental  easing 
East-West  tensions  of  four  decai 
standing.  Both  sides  would  benefit  fi 
the  slowing  of  an  arms  race  that 
cost  trillions  of  dollars. 

But  before  these  grand  themes  car 
played  out,  the  new  Polish  leaders 
must  grapple  with  an  economic  crisis 
massive  proportions  (table).  Indeed 
was  the  inability  of  Poland's  ruling  C 
munists  to  form  a  government  a.' 
strikes  and  mounting  social  chaos  ti' 
persuaded  Solidarity  leader  Lech  Wals 
to  suddenly  abandon  his  party-cu- 
union's  opposition  role.  Despite  dou^ 
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5  own  ranks,  Walesa  en- 
i  the  support  of  two 
;  parties  that  had  backed 
)ommunists,  and  persuad- 
olish  President  Wojciech 
ielski  to  name  SoHdarity 
ist  Tadeusz  Mazowiecki 
rime  Minister. 
(ING  POWER.  SoHdarity's 
)ver  telescoped  Jaruzels- 
)lans  for  a  gradual,  four- 
transition  from  Commu- 
rule  to  democracy.  Now, 
'irst  truly  free  elections 
ikely  to  be  held  in  Poland 
n  two  years,  and  Walesa 
.s  certain  then  to  make  a 
to  replace  Jaruzelski  as 
ident. 

at's  the  future.  Solidari- 
present  task  is  to  retain 
grass-roots  support  that 
it  it  to  power  while  win- 

the  cooperation  of  the 
munist  leadership  and  1.2 
)n  bureaucrats.  To  that 

the  Communist  Party 
almost  certainly  be  given 
•ol  of  several  key  govern- 
;  ministries. 

timately,  developing  a 
;able — if  uneasy — power- 
ing relationship  with  Po- 
s  Communists  may  be 
iasier  part  of  Solidarity's 
enge.  It's  Poland's  work- 
who  will  likely  be  its 
best  judges.  Their  expectations — 
;  and  better  food  and  consumer 
Is — may  be  prosaic,  but  they'll  also 
xceedingly  hard  to  fulfill, 
doesn't  help  that  Solidarity  and  its 
2rs  have  virtually  no  experience  in 
irning.  That's  why  Mazowiecki  has 
nted  a  worldwide  search  for  expatri- 
Poles  to  serve  in  the  government 
summoned  foreign  advisers,  such  as 
/ard  economics  professor  Jeffrey  D. 
is,  to  help  out. 

azowiecki's  first  priority  will  be  to 
'  inflation  and  improve  the  food  sup- 
That's  where  Western 
jmments  can  pitch  in. 
iady,  the  European 
imunity  has  begun 
ping  $120  million  in 
rgency  food  aid.  But 
darity  will  insist  it 
ds  much  more.  It's 
!  to  renew  pleas  for 
billion  in  Western  aid 
•  the  next  three  years, 
ow  the  U.  S.  and 
■tern  Europe  will  re- 
nd remains  unclear, 
e  they  were  caught 
guard  by  the  fast-mov- 
events  in  Poland.  The 
h  Administration  and 
opean  allies  expected 
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THE  NEW  POLISH  GOVERNMENrS 
 PAIHfUL  CHOICES  

PEOPLE  Expatriate  Poles  may  have  to  be  recruited  as  ministers 
for  lack  of  officials  who  understand  market  economics 

PRICES  Prices  must  be  deregulated  and  subsidies  slashed,  at  the 
risk  of  touching  off  crippling  strikes  and  maintaining  inflation 

fOOD  Ways  must  be  devised  to  boost  food  output  and  halt  the 
current  35%  crop  spoilage  in  storage  and  processing 

INDUSTRY  Twenty  unprofitable  coal  and  steel  factories  must  be 
shut  down.  Other  state  enterprises  must  be  privatized 

SOCIAL  WELFARE  Unemployment  and  retraining  programs  must 
be  provided  for  up  to  300,000  workers  who  may  lose  their  jobs 

DEBT  Foreign  creditors  must  be  persuaded  to  ease  payments  on 
$39  billion  in  foreign  debt 

DATA:  BW 


the  Communists  to  continue  to  lead  War- 
saw's government  for  several  years.  So 
they  had  offered  only  limited  economic 
aid  to  be  doled  out  as  an  incentive  for 
Poland  to  overhaul  its  economy  and  shift 
toward  private  enterprise  and  a  market 
system. 

Quick  delivery  of  Western  aid  could 
smooth  a  rocky  transition  and  make  the 
difference  between  success  or  failure  for 
Solidarity.  "All  Western  countries 
should  be  playing  more  of  a  role  [in 
aiding  Poland],"  said  Senator  Paul  S. 
Sarbanes  (D-Md.)  on  a  recent  visit  to 
Poland.  Aid  to  Poland, 
says  Zbigniew  Brzezinski, 
foreign  policy  adviser  to 
President  Jimmy  Carter, 
will  cost  "infinitely  less" 
than  heavy  defense  expen- 
ditures in  a  context  of 
U.  S.-Soviet  confrontation. 
LINKAGE.  Even  as  it 
reaches  out  for  Western 
help.  Solidarity  must  en- 
sure that  it  does  nothing 
to  raise  alarums  in  Mos- 
cow that  Soviet  security  is 
in  any  way  threatened.  In- 
deed, Solidarity  officials 
insist  that  Poland  will  re- 
main a  member  of  the  So- 
viet-led Warsaw  Pact. 


JARUXELSKI:  SWEPT  ALONG 


More  important  than  that 
promise,  though,  is  the  curi- 
ous linkage  of  Gorbachev's 
and  Solidarity's  fates.  Above 
all,  Gorbachev  wants  Solidari- 
ty to  succeed,  since  he  badly 
needs  stability  in  Poland  if 
he's  to  concentrate  all  his  en- 
ergies on  remaking  Soviet  so- 
ciety. "If  Solidarity  fails,  the 
alternative  will  be  revolution- 
ary upheaval  that  may  inter- 
rupt the  whole  process  of  per- 
estroika,"  says  Jan  Novak,  a 
director  of  the  Polish  Ameri- 
can Congress,  an  umbrella  for 
Polish  groups  in  the  U.  S. 

Still,  Solidarity's  success 
isn't  without  its  drawbacks 
for  Gorbachev.  It  will  galva- 
nize dissident  movements  in 
key  East  European  countries, 
especially  Czechoslovakia  and 
East  Germany  (page  28).  It 
could  also  further  heat  up 
protests  in  the  Baltic  states. 
In  Prague  on  Aug.  21,  the  an- 
niversary of  the  Soviets'  1968 
invasion  of  Czechoslovakia, 
defiant  demonstrators 
chanted:  "Long  live  Poland." 
In  Hungary,  which  is  disman- 
tling its  barbed-wire  border 
with  Austria,  2,000  East  Ger- 
man visitors  fled  through 
gaps  in  the  fence  during  a  re- 
cent four-day  period.  And  in 
Lithuania,  the  Parliament  declared  Mos- 
cow's 1940  annexation  of  the  republic 
invalid,  as  half  a  million  Baltic  citizens 
rallied  to  condemn  the  1939  Nazi-Soviet 
Pact  that  led  to  the  seizure. 
DOUBTERS.  These  events  may  give  them 
cheer,  but  Solidarity  officials  have  few 
illusions  about  how  difficult  it  will  be  to 
firmly  plant  a  democratic  government 
and  a  market  economy  on  Polish  soil. 
Given  Poland's  enormous  problems,  even 
some  Solidarity  officials  doubt  that  the 
new  government  will  survive  much  more 
than  a  year.  Soaring  inflation,  a  swelling 
budget  deficit,  falling  production,  shrink- 
ing food  supplies,  and  decrepit  industry 
will  quickly  erode  support  for  the  gov- 
ernment of  Mazowiecki,  a  Catholic  intel- 
lectual who  edited  the  Solidarity  weekly 
Tygodnik  Solidamosc. 

Already,  Solidarity  officials  are  specu- 
lating that  the  group's  parliamentary 
leader  Bronislaw  Geremek  could  be  the 
next  Prime  Minister.  "We  need  time  to 
build  a  real  democracy.  Mazowiecki  will 
be  the  captain  of  the  boat  through  a 
short  but  dangerous  part  of  the  river," 
says  Krzysztof  Sliwinski,  deputy  editor 
of  Solidarity's  newspaper  Gazeta  Wy- 
borcza.  Still,  it's  a  voyage  no  one  could 
have  imagined  just  a  short  time  ago. 

By  Gail  E.  Schares  in  Warsaw  and  John 
Templeman  in  Bonn,  with  bureau  reports 
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EAST  GERMANY  I 


EAST  GERMANY:  CLINGING  TO  THE  HARD  LINE 
—AND  TAKING  A  HARD  FALL 


Once  the  East  Bloc's  pride,  the  country  is  now  facing  an  economic — and  political — crisis 


DURING  A  "PICNIC"  PUT  ON  BY  THE  PAN-EUROPEAN  MOVEMENT,  HUNDREDS  OF  EAST  GERMANS  RUSHED  OVER  THE  AUSTRIAN-HUNGARIAN  BODS 


r 

c 


'aterina  Schumann,  a  26-year-old 
nurse  in  East  Berlin,  sees  signs 
>of  economic  decline  everywhere. 
Fresh  fruit  and  vegetables  are  scarce. 
The  average  wait  for  a  car  is  more  than 
10  years;  for  telephones,  slightly  less. 
Lacking  drugs  and  other  supplies,  doc- 
tors ask  patients  to  have  West  German 
relatives  send  the  missing  items.  Despite 
such  benefits  from  the  welfare  state  as 
guaranteed  employment,  a  three-room 
apartment  for  $40  a  month,  and  5$  sub- 
way fares,  Schumann  declares  that  "the 
socialist  system  doesn't  work." 

Schumann  is  one  of  a  growing  number 
of  East  Germany's  17  million  citizens 
disturbed  by  widening  cracks  they  see  in 
their  once  prosperous  society.  That  be- 
came plain  in  mid-August,  when  2,000 
East  Germans  fled  to  the  West  in  just 
four  days  in  the  largest  illegal  mass  exo- 


dus since  the  Berlin  Wall  went  up  in 
1961,  Hundreds  fled  during  a  "picnic" 
organized  by  the  Pan-European  Move- 
ment on  the  Austrian-Hungarian  border. 
Some  refugees  abandoned  their  luggage 
and  cars,  taking  with  them  only  snipped 
fragments  of  barbed  wire  from  what  re- 
mains of  the  Iron  Curtain.  Bonn's  Interi- 
or Ministry  says  nearly  56,000  East  Ger- 
mans have  migrated  West  in  the  first 
seven  months  this  year — some  9,000  of 
them  risking  prison  by  leaving  without 
East  German  approval. 

Although  it's  still  the  communist 
bloc's  most  successful  economy,  East 
Germany  is  lurching  toward  crisis.  Huge 
consumer-price  subsidies  eat  up  a  quar- 
ter of  East  Germany's  budget.  Rigid 
central  planning  strangles  innovation 
and  economic  growth.  And  aging  fac- 
tories and  labor  shortages  are  crimping 


output.  East  German  industry,  still  i 
centerpiece  of  the  Soviet  bloc's  econri; 
machine,  is  now  foundering  from  u:v. 
quate  investment. 

Discontent  over  the  economy's  sli(  j 
turning  to  protest  in  many  quarter* 
the  once  pliant  populace.  And  a  groMH 
faction  of  party  m.embers,  disillusine 
with  their  leaders,  may  soon  become;!', 
vanguard  of  political  opposition  to  h 
18-year  rule  of  77-year-old  Commii; 
leader  Erich  Honecker.  In  mid-Aujt 
East  Berlin  scientist  Jiirgen  Fischec 
announced  an  open  opposition  moveijn 
to  Honecker's  Socialist  Unity  Party  J 
BUCKING  THE  TIDE.  A  Communist  \ef 
molded  in  the  Brezhnev  style,  Honeii 
shows  little  sign  of  embracing  refir 
His  government  is  one  of  the  few  i£ 
supported  the  bloody  repression  of  'h 
na's  democracy  movement.  Like  Cha 
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trie  leaders,  Honecker  is 

r  to  engineer  economic  re- 
without  political  conces- 

.  Even  then,  Honecker 

s  daring  economic  experi- 

s,  concerned  that  fast- 
reform  would  foment  in- 

ity  in  the  East  bloc's  most 

;gic  frontline  state,  still 

;oned  by  370,000  Soviet 

3.  Yet  Honecker  is  swim- 
against  the  tide  of  eco- 

c  and  political  change 

)ing  the  rest  of  the  East 

and  he  is  increasingly  at 

with  Soviet  leader  Mikhail 

rbachev. 

;y  hungry.  Built  on  ex- 
to  the  West  and  the  Sovi- 
DC,  East  Germany's  pros- 
y  is  declining  fast, 
nological  leader  of  the 
bloc,  it  exports  most  of  its 
iced  products  to  Moscow 
y  for  energy  now  pegged 
irld  market  levels.  Growth 
;talled  at  just  over  1%  a 
down  from  3.6'^  in  1985. 
rts  have  slipped,  cutting 
foreign-trade  surplus  by 
than  60%  since  1985,  to 
million  (chart).  Meantime, 
dies  for  everything  from  bread  to 
ay  fares  gobble  up  to  $26  billion 
illy. 

this  has  starved  the  nation  of 
;  needed  to  modernize  an  eroding 
facturing  base.  Today,  East  Ger- 
pumps  less  than  half  of  gross  na- 
i  investment  into  industry,  com- 
1  with  two-thirds  in  the  U.  S. 
activity  levels  are  25%'  below  those 
estern  Europe.  And  East  German 
icts,  once  respected  in  the  West  for 
quality,  now  face  sharp  competition 
Asia  and  elsewhere.  "Their  scien- 
md  technological  structure  is  disas- 
,"  says  Hanns-Dieter  Jacobsen,  an 
West  specialist  at  the 
,ute  for  International 

I  cs  in  West  Berlin. 

i  rty  leaders  have  re- 

!  led  by  merely  tinker- 

i  nth  the  system.  They 

I  counting  on  future 

1  jntional  military  cuts 

I  ee  up  investment  re- 

I  ces.   Industry  also 

I I  get  more  cash  when 
i  tate's  20-year  housing 
i  ram  is  completed  next 
i  But  such  plans  don't 
I  touch  the  most  cru- 
1  areas.  Party  officials 
i  won't  tackle  the  sa- 
I  cow  of  food  subsi- 

for  example.  At  $17 
n  a  year,  it  is  the 
's  largest  outlay, 
st  how  far  East  Ger- 


many has  to  go  is  seen  in  its  desperate 
effort  to  catch  up  to  the  West  in  micro- 
electronics. Last  year,  the  government 
spent  more  than  $5  billion,  or  about 
35%  of  its  investment  budget,  as  part  of 
a  10-year  program  to  bring  East  Europe- 
an technology  up  to  Western  standards. 
Despite  the  new  cash.  East  Germany  is 
still  years  behind  the  West,  lacking  the 
technology  to  mass-produce  the  1-mega- 
bit  chip. 

Honecker  is  already  wobbling  in  his 
political  balancing  act.  As  the  standard 
of  living  falls,  the  social  contract  that 
has  kept  East  Germany  politically  stable 
for  four  decades  is  eroding.  To  earn  for- 
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eign  exchange,  the  best  fruit 
and  clothing  are  exported  to 
West  Germany.  Hoping  to 
maintain  the  appearance  of  sta- 
ble prices,  central  planners 
have  moved  once  common  food 
items  from  regular  grocery 
stores  to  deluxe  chains,  where 
they  slap  on  fancier  labels  and 
higher  prices.  But  no  one  is 
fooled.  Nurse  Schumann  m- 
creasingly  depends  on  her  West 
German  boyfriend  to  bring 
bags  of  food  from  West  Berlin 
on  regular  visits. 

Growing  dissent  can  be  seen 
even  in  news  columns,  reserved 
in  the  past  for  party  propagan- 
da. Newspapers  recently  re- 
ported demonstrations  near 
Dresden  against  toxic  pollution. 
Protests  broke  out  after 
charges  of  major  fraud  in 
May's  municipal  elections.  In 
June,  police  dispersed  demon- 
strators supporting  Chinese 
students.  East  German  reli- 
gious leaders  are  speaking  out. 

DEMANDS  FOR  CHANGE.  These 

Strains  of  protest  have  prompt- 
ed a  small  but  significant  break 
in  the  ranks  of  Honecker's  par- 
ty. Dresden  party  secretary  Hans  Mo- 
drow,  one  of  a  younger,  more  outspoken 
cadre,  has  urged  perestroika  and  new 
lines  of  communication  with  dissidents 
and  church  leaders.  His  recent  chasten- 
ing by  party  leaders  shows  the  younger 
generation  still  lacks  the  power  to  imple- 
ment reform.  Yet,  the  fact  that  he 
wasn't  ousted  shows  that  demands  for 
change  are  gathering  momentum. 

Honecker  has  ruled  East  Germany 
since  1971  with  the  aid  of  a  pervasive 
police  apparatus.  As  the  recent  mass 
flight  of  East  Germans  showed  so  dra- 
matically, severe  penalties — a  minimum 
two-year  prison  term  and  a  ban  on  emi- 
gration— no  longer  deter 
defectors.  And  brutal  po- 
lice action  now  is  serving 
only  to  undermine  what 
remains  of  the  govern- 
ment's political  legitimacy. 

Honecker's  police  state 
couldn't  deliver  the  pros- 
perity achieved  in  the 
West.  Now,  it  refuses  to 
deliver  even  a  taste  of  the 
democracy  that  Poland 
and  Hungary  enjoy  today. 
As  frustration  rises,  only 
the  hope  of  escape  to  the 
West  may  be  keeping  East 
Germans  from  a  repeat  of 
1953  when  another  gener- 
ation took  to  the  streets. 

By  Gail  E.  Schares  and 
John  Templeman  in  East 
Berlin 
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Commentary/by  Paula  Dwyer 

MARINES  AREN'T  THE  ANSWER  TO  AMERICA'S  DRUG  PROBIEM 


The  news  from  Bogota  sounded 
like  dispatches  from  the  front:  In 
one  week,  drug  lords  assassinat- 
ed a  leading  Presidential  candidate,  a 
police  chief,  and  a  judge.  Soon  after 
the  slayings,  President  George  Bush 
and  Attorney  General  Dick  Thorn- 
burgh  raised  the  possibility  of  sending 
American  troops  to  Latin  America  to 
help  fight  the  drug  war.  Behind  the 
scenes,  the  National  Security  Council 
was  meeting  to  decide  the  Pentagon's 
role  in  Bush's  drug  initiative,  to  be  an- 
nounced in  a  nationwide  Presidential 
address  on  Sept.  5. 

The  War  on  Drugs,  once  only  a  hy- 
perbolic metaphor,  may  take  on  a  liter- 
al new  meaning.  National 
Drug  Policy  Director  William 
J.  Bennett  is  recommending — 
and  the  White  House  is  likely 
to  adopt — proposals  for  inten- 
sified military  and  paramili- 
tary assistance  to  the  three 
largest  producers  of  cocaine: 
Peru,  Colombia,  and  Bolivia. 
Bennett's  plan  also  calls  for 
stiff  new  penalties  against  ca- 
sual drug  users  and  a  dou- 
bling of  federal  spending  on 
treatment.  But  the  national  se- 
curity aspects  of  Bennett's 
plan  will  prove  the  most  prob- 
lematic—and could  be  the 
most  ill-conceived. 
CIVIL  WAR?  Fortunately,  the 
White  House  has  nixed  the 
idea  of  sending  the  Marines 
into  Bogota.  But  the  national 
drug  strategy  will  make  it  clear 
that  the  U.  S.  is  willing  to  commit 
troops  if,  say,  Colombian  President 
Virgilio  Barco  Vargas  invites  them. 
And  while  Barco  now  says  he 
doesn't  want  American  troops  in  his 
country,  he  may  change  his  mind 
later.  The  battle  he  is  waging 
against  the  Medellin  and  Cali  co- 
caine cartels,  which  has  resulted  so 
far  in  12,000  arrests,  could  easily 
escalate  into  a  brutal  civil  war. 

If  President  Bush  decides  to  send 
in  troops,  he  would  get  strong  sup- 
port on  Capitol  Hill.  One  sign:  The 
Senate,  desperate  to  do  something 
about  the  drug  problem,  recently 
authorized  civilian  drug  enforce- 
ment agencies  to  shoot  down  planes 
that  ignore  orders  to  land. 
It's  easy  to  understand  the  Ad- 


ministration's and  Congress'  frustra- 
tion. The  U.  S.  has  tried  interdiction,' 
treatment,  rehabilitation,  and  educa- 
tion. But  the  efforts  have  been  sporad- 
ic, uncoordinated — and  ineffectual.  Ca- 
sual use  of  marijuana  and  cocaine  is 
down,  but  crack  addiction  is  up.  Co- 
caine production  in  Peru  and  Colombia 
is  at  an  all-time  high.  Nevertheless, 
lawmakers  should  think  twice  before 
intensifying  the  military's  role. 

The  first  problem  is  that  the  U.  S. 
military  apparatus  is  ill-suited  to  fight- 
ing so-called  low-intensity  conflicts, 
where  U.  S.  advisers  equip,  train,  and 
direct  foreign  armies  but  don't  engage 
in  combat.  Consider  Operation  Blast 


HOW  THE  WAR  ON  DRUGS 
IS  BECOMING  A  REAI  WAR 

►  Drug  czar  William  Bennett  is  proposing  a 
wider  role  for  the  Pentagon,  with  more  ships, 
advisers,  and  intelligence  assets 

►  Much  of  the  $8  billion  cost  would  in  effect 
come  out  of  the  Defense  Dept.  budget,  with  re- 
duced spending  on  weapons  providing  the  kitty 

►  The  Drug  Enforcement  Administration  and 
the  Customs  Service  would  be  allowed  to 
shoot  down  civilian  aircraft  that  don't  respond 
to  radio  warnings  to  land  immediately 

►  The  U.S.  would  "seriously  consider"  send- 
ing troops  to  Colombia  if  it  asked  for  U.S.  help 
against  its  powerful  drug  lords,  according  to 
Attorney  General  Dick  Thomburgh 


Furnace  in  Bolivia  in  mid-1986,  the  < 
time  the  Army  has  been  involved  in 
overseas  drug  effort.  The  Army  tra 
ported  10  Blackhawk  heUcopters  ii 
huge  C-5  Galaxy  airlifter  and  emplo; 
160  support  troops  to  carry  Boliv 
agents  to  cocaine-processing  cent 
Word  leaked  well  before  the  raids  w 
launched,  and  the  processors  esca{ 
The  U.  S.  military,  with  its  bias  tow 
operational  overkill,  seems  inherei 
incapable  of  lightning  raids  agai 
drug  operators. 
SLASH  AND  BURN.  Even  if  the  I 
learns  how  to  fight  the  drug  cartel: 
will  have  to  sustain  a  costly  effor 
Latin  America  for  many  years  to  m 
sure  the  drug  kingpins  A 
return  and  that  the  peas£ 
don't  resort  to  growing 
leaf  again.  In  Operation  B 
Furnace,  the  Justice  D 
trumpeted  the  four-moi 
long  operation's  succ 
based  on  the  number  of  h 
ares  of  crop  destroyed.  Bi 
year  later,  coca  cultiva 
was  at  an  all-time  high,  s 
the  State  Dept.  Pentagon 
cials  privately  fear  that 
vast  jungles  of  Peru  and  k 
lombia  will  become  the  i: 
Vietnam,  producing  a  I 
war  that  the  U.S.  wont 
able  to  escape — or  win. 

As  in  Vietnam,  the  I 
may  be  doomed  to  a  \ol: 
battle  for  the  hearts 
minds  of  the  populace.  We: 
the  U.  S.  military  presence  in  a  a: 
in  American  country  becomes 
ble,  there  will  be  cries  of  imp- 
ism — and  little  sympathy  for 
plight  of  America's  inner  cii 
While  public  opinion  polls  show 
Americans  view  drugs  as  the 
tion's  most  serious  threat,  that'ssi 
the  case  in  Latin  America.  Tin 
drug  trafficking  and  drug  alisi 
rank  below  inflation,  crime,  teta 
ism,  and  unemployment.  In  ttf 
there's  a  widespread  belief  thalSi 
drug  trade  helps  the  local  econiB} 
even  if  it's  harmful  in  other  w.'s 
Latin  American  leaders  oftems- 
why  the  U.  S.  can't  control  den^n 
at  home.  That's  a  good  queso'.' 
It's  one  that  Congress  and  tJ 
White  House  should  try  to  an:?( 
before  sending  in  the  troops. 


30  BUSINESS  WEEK/SEPTEMBER  4.  1989 


i 


I  .RATION 


IVE  ME  YOUR 

CH^  YOUR  VERY  RICH . ,  

3nate  immigration  bill  would  grant  special  preference  to  millionaires 


kmericans  have  a  special  rever- 
ence for  the  Statue  of  Liberty. 
She  has  symbolized  a  fresh  start 
unbounded  opportunity  to  genera- 
of  immigrants,  from  the  waves  of 
nans  and  Irish  in  the  19th  century  to 
nillions  of  illegal  aliens  granted  am- 
i  by  the  sweeping  1986  immigration 
•m  bill.  Not  surprisingly,  a  U.  S.  im- 
ation  visa  possesses  a  similar  talis- 
ic  power — a  power  no  one  ever 
ght  to  put  a  price  on.  Until  now. 
the  Senate  has  its  way,  getting  a 
visa  could  depend  on  the  size  of  a 
Id-be  immigrant's  bank  account, 
n  Congress  returns  from  its  August 
3S,  the  House  will  take  up  a  Senate- 
ed  measure  that,  for  the  first  time. 
Id  let  wealthy  foreigners  buy  their 
into  the  U.  S.  as  permanent  resi- 
s.  The  price  for  a  chunk  of  the 
!rican  dream:  a  cool  $1  million. 
AL  REBATE.  The  bill,  crafted  by  Sena- 
Edward  M.  Kennedy  (D-Mass.)  and 
1  K.  Simpson  (R-Wyo.),  would  create 
ml  preferences"  for  4,800  well- 
ed immigrants.  They  would  have  to 
'e  that  they  have  the  money  and 
nise  to  invest  it  in  a  new  business 
would  employ  at  least  10  American 
kers  for  two  years, 
discount  would  be  granted  to  those 
would  move  to  a  hard-pressed  rural 
I,  courtesy  of  an  amendment  by  Sen- 
■  Phil  Gramm  (R-Tex.).  It  carves  out 
idditional  2,000  special  visas  for  rich 
ligrants  who  bring  $500,000  with 
n  and  promise  to  put  it  into  raising 
le,  growing  soybeans,  or  some  other 


business  in  a  sparsely  populated  locale. 

This  curious  sort  of  "Buy  America" 
provision  is  a  little-noted  aspect  of  the 
first  major  overhaul  of  immigration  quo- 
tas in  24  years.  And  it  stands  a  good 
chance  of  becoming  law,  since  the  over- 
all measure  has  broad  support.  The  Sen- 
ate approved  it  81-17  in  July.  House  pas- 
sage seems  likely  sometime  next  year. 

While  they  disagree  widely  on  specif- 
ics, most  business  and  labor  groups  wel- 
come changes  in  the  quota  system,  an 


NEW  THINKING  ON 
IMMIGRATION 


The  bill  moving  through  Congress  would: 

►  Expand  the  number  of  visas  to 
630,000,  up  from  406,000  

►  Set  aside  4,800  visas  for  immi- 
grants who  bring  at  least  $1  million 
into  the  country  and  create  new  jobs 

►  Reserve  150,000  residency  visas 
for  immigrants  who  possess  PhDs, 
will  provide  rural  medical  services, 
or  offer  other  special  skills 

►  Grant  preference  to  Chinese  stu- 
dents in  the  U.S.  who  could  face  per- 
secution at  home 

►  Increase  visas  allotted  to  Hong 
Kong  residents 

►  Ban  deportation  of  immediate  rel- 
atives of  aliens  granted  amnesty 

►  Guarantee  480,000  visas  for  imme- 
diate relatives  of  U.S.  citizens  and 
residents  with  permanent  visas 

DATA:  SENATl  JUDICIARY  COMMITTfE 


issue  not  addressed  by  the  1986  law.  The 
basic  goal  is  tilting  preferences  away 
from  the  current  emphasis  on  reuniting 
families  toward  ensuring  a  pool  of  immi- 
grants with  needed  skills.  The  measure 
creates  150,000  visas  over  three  years,  to 
be  awarded  under  a  point  system  that 
gives  the  highest  priority  to  the  young, 
the  well-educated,  and  those  trained  in 
such  high-demand  occupations  as  science 
and  engineering  (table). 

That's  not  controversial.  But  the  new 
special  visas  for  millionaires  have  set  off 
an  emotional  debate  over  the  trade-off 
between  economic  incentives  and  Ameri- 
can values.  "It's  disgusting,"  says  Garry 
Turner  of  the  Federation  for  American 
Immigration  Reform,  which  wants  to 
lower  immigration  ceilings.  Adds  Sena- 
tor Dale  Bumpers  (D-Ark.),  who  led  an 
unsuccessful,  43-56  attempt  to  kill  the 
provision  on  the  Senate  floor:  "We  are 
putting  the  crassest  commercial  value  on 
American  citizenship  I  have  ever  seen." 

But  this  revulsion  isn't  shared  by  the 
American  Immigration  Lawyers  Assn. 
and  the  international  business  groups 
that  are  among  the  bill's  most  enthusias- 
tic backers.  They  see  the  visa-for-invest- 
ment  swap  as  a  way  to  enhance  U.  S. 
competitiveness  at  no  cost  to  the  taxpay- 
er. "Hey,  we're  talking  about  providing 
jobs  for  our  country,"  says  Polly  A. 
Webber,  a  San  Jose  (Calif.)  immigration 
lawyer  who  is  president  of  the  AILA. 
"The  [newcomers]  pledge  their  alle- 
giance to  the  country,  and  we  give  them 
a  stake  in  their  investment.  Many  states 
are  really  desperate  for  this  injection  of 
additional  income." 

MIXED  FEELINGS.  The  Senate  action 
hasn't  escaped  world  attention.  Ameri- 
can banks  are  hawking  the  measure  in 
hopes  of  luring  Hong  Kong  investors 
skittish  about  the  coming  Chinese  take- 
over of  the  colony.  But  the  measure's 
appeal  isn't  limited  to  legitimate  capital- 
ists. Despite  vehement  denials  by  back- 
ers of  the  measure,  critics  worry  that  it 
will  attract  drug  lords  and  shadowy 
ne'er-do-wells  to  U.  S.  visa  offices. 

The  controversy  will  soon  be  taken  up 
in  the  House,  where  immigration  sub- 
committee Chairman  Bruce  A.  Morrison 
(D-Conn.)  confesses  to  mixed  feelings. 
The  idea  of  buying  your  way  into  Ameri- 
ca while  the  rest  of  the  world  waits  in 
line  "leaves  a  bad  taste  in  my  mouth," 
says  Morrison.  But,  he  adds,  "there  is  a 
lot  of  foreign  investing  going  on  right 
now.  Who  do  you  want,  someone  who 
puts  down  roots  or  just  puts  down  his 
money?" 

It  used  to  be  that  penniless  immi- 
grants came  to  America  to  make  their 
fortunes.  Now,  the  rich  may  soon  be 
invited  to  invest  them.  So  much  for 
wretched  refuse  and  huddled  masses 
yearning  to  breathe  free. 

By  Douglas  A.  Harbrecht  in  Washhigton 
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AIRLINES  I 


PETER  UEBERROTH'S 
HAWAIIAN  ADVENTURE 


Can  he  and  partner  Thomas  Talbot  repair  troubled  Hawaiian  Airlines? 


UEBERROTH:  CORPORATE  AMERICA  LOVES  HIM, 
WHICH  COULD  MAKE  FUND-RAISING  EASIER 


Peter  Ueberroth  finally  got  his  air- 
line— sort  of.  Four  months  after 
coming  within  a  whisker  of  buy- 
ing Eastern  Air  Lines,  Ueberroth,  the 
former  baseball  commissioner  and  gold- 
en boy  of  the  1984  Olympics,  has  teamed 
up  with  his  chum  J.  Thomas  Talbot. 
They're  buying  at  least  51%  of  the 
shares  of  HAL  Inc.,  parent  of  Honolulu- 
based  Hawaiian  Airlines  Inc.  The  two 
are  offering  $22  a  share,  or  $21.9  million. 
A  purchase  of  all  the  shares  outstanding 
is  possible  if  investors  go  along. 

Talbot,  a  Newport  Beach  (Calif.)  real 
estate  entrepreneur,  will  become  chief 
executive  of  Hawaiian,  and  he  wants 
Ueberroth  to  serve  as  co-chairman  with 
John  H.  Magoon  Jr.,  Hawaiian's  73-year- 
old  chairman  and  majority  shareholder. 
Ueberroth,  who  got  his  start  packaging 
tours  from  the  West  Coast  to  Hawaii, 
and  who  has  known  Magoon  for  20 
years,  says  he  will  be  happy  just  being  a 
director.  "I  am  not  going  to  take  the 
lead  in  the  company,"  he  says. 

Whoever  does  lead  Hawaiian  had  bet- 
ter do  so  fast.  The  company,  with  $354 


million  in  1988  sales,  has  been  losing 
money  since  1987.  So  far  this  year,  Ha- 
waiian has  lost  more  than  $19  million  on 
an  operating  basis — more  than  the  oper- 
ating loss  for  all  of  1988. 

Why  can't  an  airline  in  such  an  envi- 
able niche  make  money?  Under  Chair- 
man Magoon,  the  heir  to  a  Hawaiian  real 
estate  fortune,  the  airline  has  expanded 
too  rapidly,  flying  as  far  as  New  Zea- 
land and  American  Samoa.  And  its  fleet 
of  aging  LrlOUs  and  DC-8s  has  needed 
major  and  costly  over- 
hauls. According  to  Tal- 
bot, equipment  problems 
often  meant  the  airline 
had  to  book  its  custom- 
ers on  other  airlines. 
And  in  its  service  be- 
tween Hawaii  and  the 
West  Coast,  Hawaiian 
comes  up  against  such 
heavies  as  United  Airlines  Inc.  on  one  of 
the  most  competitive  routes  in  the  world. 

Such  troubles  add  up  to  a  working 
capital  deficit  of  about  $56  million.  No 
wonder  PacifiCorp.,  the  Oregon  utility, 
recently  decided  not  to  exercise  its  op- 
tion to  buy  Hawaiian  for  $45  a  share. 
And  no  wonder  Ueberroth  and  Talbot 
are  offering  much  less. 

People  close  to  the  deal  figure  Hawai- 
ian needs  about  $50  million  in  new  capi- 
tal. Ueberroth,  whose  name  still  opens 
doors  all  over  Corporate  America,  could 
be  indispensable  in  raising  those  funds. 
But  he  can't  pledge  Hawaiian's  planes 


as  collateral  since  the  fleet  has  lai 
been  sold  and  is  leased  back. 

Talbot  wants  Hawaiian  to  tapt 
booming  Japan-Hawaii  market  by 
ing  with  Japan  Air  Lines,  which  o\ti 
big  chunk  of  Hawaiian  preferred  ;>i 
Hawaiian  could  fly  Japanese  toii< 
around  the  islands  and  to  other  dei 
tions,  including  Tahiti  and  the  Co' 
lands.  Talbot  also  plans  to  ask  for 
mission  to  fly  to  Nagoya  in  Japai 
for  the  U.  S.,  Talbot  envisions  expai^ 
to  Midwest  destinations.  To  offer  If 
service  and  charge  higher  faresf'j 
wants  to  hire  more  mechanics  and 
up  on  replacement  parts  to  prk 
equipment  breakdowns.  "You  (fc 
spend  an  endless  amount,"  says  Til 
"But  we  intend  to  do  whatever  wcri 

Can  Talbot  operate  an  airline?  H{ 
start  the  mostly  unprofitable  Jet  AU 
ca,  which  was  sold  to  Alaska  Air  G4 


)1 


II  i< 

i 


Says  J.  Ray  Vingo,  chief  financial  oii 
for  Alaska  Air,  which  turned  don| 
chance  to  be  in  on  a  buyout  of  Hawil 
"Talbot  doesn't  have  any  of  the  hnl 
on  experience  that's  key.  But  he  x 
hire  someone  who  does."  Meaniaj 
competition  will  intensify,  as  Auii 
West  Airlines  Inc.  introduces  servel 
Honolulu,  and  a  new  carrier,  Disc'd 
Airways,  starts  flying  among  Haa! 
islands  in  December.  For  Ueberrot  21 
Talbot,  the  deal  may  not  be  as  die! 
an  Eastern  bailout,  but  they  car  si 
count  on  plenty  of  thrills.  ' 

By  Eric  Schine  in  Los  Au> 


ACQUISITIONS  I 


MAYTAG'S  FOREIGN  FLING 
ISN'T  MUCH  FUN  AFTER  ALL 


Its  new  Hoover  unit  is  slumping — and  hurting  profits  back  home 


|ot  long  ago,  the  company  known 
by  that  frumpy  guy,  the  Maytag 
repairman,  was  feeling  debonair. 
Maytag  Corp.  Chairman  Daniel  J. 
Krumm  had  laid  out  a  billion  bucks  for 
Chicago  Pacific  Corp.  and  its  worldwide 
Hoover  vacuum  and  appliance  business. 
The  deal  promised  to  vault  Maytag  over- 
seas with  a  splash. 
Then,  Margaret  Thatcher  and  her  ex- 


chequer started  mucking  things  u 
crush  inflation,  the  British  governf 
last  year  set  out  to  push  up  in  rt 
rates,  now  at  14%.  The  credit  crunc  t 
battered  Hoover's  sales — and  J* 
Krumm  with  trouble  aplenty.  On  i\- 
24,  Hoover  laid  off  220  worker 
about  57o  of  its  British  work  force.  !(■ 
trimming  seems  certain.  Laments  i 
ver  President  Frank  Vaughn:  "Bt; 
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i  )een  a  major  fly  in  the  ointment." 
1  course,  Hoover  isn't  the  only  home- 
]j  ance  maker  hitting  the  skids.  But 
(  er — and  Maytag — seem  especially 
)  irable.  British  consumers  account 
.  10  less  than  75%  of  Hoover's  $600 

.n  European  business. 
,  over's  British  woes,  have  rippled 
n  to  Maytag's  digs  in  Newton,  Iowa, 
ag's  earnings  slid  9%,  to  $62.3  mil- 
in  the  first  half,  even  though  the 
ion  of  Hoover  pushed  sales  upward 
to  $1.4  billion. 

spite  the  pain,  Krumm  had  little 
:  e  but  to  head  overseas  for  new 
th.  For  years,  Maytag  prospered  as 
rveyor  of  washers  and  dryers  that 
'  an  upscale,  even  designer-like  ca- 

among  consumers.  More  recently, 
3  extended  its  product  line  to  micro- 
;  ovens,  electric  ranges,  and  freez- 
Yet,  Maytag  has  been  slow  to  react 
le  biggest  development  in  the  $11 
n  appliance  business — consolidation 
globalization.  It  was  rival  Whirlpool 
.'s  acquisition  last  January  of  a  53% 
i  in  Dutch  giant  Philips'  appliance 
less — and  rumors  naming  Maytag 

takeover  candidate — that  suddenly 
3d  Krumm  into  an  internationalist. 
BILL.  In  buying  Chicago  Pacific, 
nm  has  certainly  joined  the  global 

But  transforming  Hoover  into  a 
irhouse  in  Europe  won't  be  easy, 
e  formidable  in  Britain,  Hoover 
n't  carry  the  same  punch  with  Conti- 
al  consumers.  What's  more,  May- 
>  attempts  to  expand  its  product 

there  will  meet  fierce  resistance 
I  such  established  players  as  Elec- 
IX  Corp.  and  Italy's  Merloni  Group, 
lat's  one  reason  why  analysts  now 
t  expect  any  dazzling  near-term 
its  from  Maytag.  Drexel  Burnham 
bert  Inc.  analyst  Nicholas  Heymann 
res  earnings  will  sink  57f  during  the 
;  18  months.  Another  challenge: 
tag  must  lay  out  $350  million  or  so 
three  years  to  upgrade  its  plants  to 
h  up  with  its  two  biggest  domestic 
Is,  General  Electric  Co.  and  Whirl- 
.  That's  up  from  the  $40  million  or 
:  has  spent  annually  of  late, 
'ith  that  outlook,  investors  have 
ed  on  Maytag's  stock.  Since  the  Chi- 
)  Pacific  deal  was  announced  last  Oc- 
'T,  the  stock  has  slumped,  although  it 
rebounded  to  around  24  on  recent 
!Over  speculation  involving  Chicago 
istrialist  Lester  Crown.  The  Crown 
ily  has  a  5.5%  stake  in  Maytag,  yet 
wn,  a  board  member,  calls  the  inter- 
"purely  long-term." 
ut  with  a  heavyweight  like  Crown 
md,  Krumm  can't  dally.  If  he  does, 
may  find  his  troubles  at  home  far 
•e  distressing  than  his  headaches 
3ad. 

By  Brian  Bremner  in  Chicago,  with 
'k  Maremont  in  London 


FINANCIERS  I 


THIS  COULD  BE  THE  EHD 
OF  A  BEAUTIFUL  FRIENDSHIP 


Insurers  First  Executive  and  ICH  backed  each  other — until  now 


The  ranks  of  contro- 
versial insurance 
executives  admit- 
tedly are  thin.  But  two 
that  stand  out  are  Fred 
Carr  and  Bob  Shaw.  Carr 
has  built  his  First  Execu- 
tive Corp.  largely  by  in- 
vesting in  risky  junk 
bonds,  while  Shaw  has 
put  ICH  Corp.  deeply  in 
debt  partly  by  issuing 
junk.  Soulmates,  you 
might  say.  And  since 
1987,  when  ICH  moved  to 
double  its  First  Executive 
stake  to  20%,  Carr  has  relied  on  Shaw  to 
ward  off  raiders. 

Now,  that  alliance  seems  to  be  coming 
unglued.  Since  July,  ICH  has  been  on  the 
defensive  as  it  mulls  an  unsolicited 
merger  bid  from  Hicks,  Muse  &  Co.,  a 
Dallas  investment  firm.  Carr  is  not  help- 
ing out.  In  fact,  he's  complicating 
Shaw's  life  by  proposing  a  $264  million 
rights  offering,  which 
would  force  share- 
holders to  cough  up 
cash  or  face  possible 
dilution  of  their  hold- 
ings. For  cash-tight 
ICH,  that  means  pay- 
ing $51  million  to 
maintain  its  holding 
at  20%.  Because  of 
accounting  rules,  fall- 
ing below  20%  would 
prevent  ICH  from  add- 
ing a  chunk  of  First 
Executive's  profit  to 
ICH's  skimpy  bottom 
line. 

STILL  CHUMS?  What 
happened  to  the  two 
former  allies?  They 
say  they're  still  get- 
ting along  fine.  But 
their  actions  speak 
differently.  At  First 
Executive's  stormy 
June  30  shareholders' 
meeting,  Carr  bristled  when  ICH  sided 
with  dissident  shareholders  who  wanted 
to  void  a  "standstill"  vow  ICH  made  be- 
fore boosting  its  First  Executive  stake 
to  20%'.  ICH  says  that  under  pressure 
from  Carr  it  decided  to  abstain  from  vot- 
ing its  nearly  17  million  shares.  The  mea- 
sure was  narrowly  defeated. 
Then,  in  a  move  that  could  insulate 


SHAW:  BUYING  BACK  DEBT 


him  from  future  prob- 
lems with  a  big  investor, 
Carr  unveiled  his  rights 
plan.  That  led  ICH  on 
Aug.  18  to  say  in  a  testy 
Securities  &  Exchange 
Commission  filing  that  it 
would  oppose  the  offer- 
ing. ICH  won't  say  if  it  ex- 
pects to  sue.  But  it  says  it 
may  sell  its  First  Execu- 
tive stake. 

The  flap  comes  at  a 
bad  time  for  Shaw.  The 
ICH  chairman  has  seen  his 
credibility  in  the  financial 
markets  evaporate  because  of  a  series  of 
abortive  attempts  to  make  deals  with 
companies  that  have  run  into  grave  trou- 
ble, notably  Southmark  Corp.  and  Inte- 
grated Resources  Inc.  ICH's  last  big 
takeover,  of  Tenneco  Corp.'s  insurance 
lines  for  $1.27  billion  in  1986,  hasn't 
worked  out  well  for  the  Louisville  hold- 
ing company.  The  Tenneco  lines  aren't 
paying  for  them- 
selves. Burdened 
with  $1.37  billion  in 
debt,  ICH  is  still  re- 
covering from  a  nas- 
ty slump  in  the  health 
insurance  industry. 

Therefore,  inves- 
tors have  fled  ICH 
debt:  Its  bonds  trade 
at  25%-plus  yields. 
Yet  earnings  are  up, 
and  ICH  has  the  cash 
flow  to  meet  its  obli- 
gations. One  major 
lender  says  that 
though  there  isn't 
room  for  a  lot  more 
leverage,  ICH  should 
not  need  to  restruc- 
ture its  bank  debt. 

Still,  in  mid-July, 
Shaw  did  change 
course,  pledging  to 
forgo  acquisitions 
during  "the  foresee- 
able future."  Instead,  ICH  will  seek  to 
buy  back  $100  million  of  its  own  debt.  To 
finance  that,  a  sale  of  the  First  Execu- 
tive stake  would  do  nicely. 

Just  as  well,  perhaps,  because  Shaw's 
high  hopes  for  his  First  Executive  stake 
have  gone  unfulfilled.  He  figured  the 
investment  would  net  large  returns  and 
neatly  complement  ICH's  own  opera- 
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tions.  So  far,  it  hasn't.  "It's  a  strategy 
that  hasn't  worked  since  Day  One,"  says 
Thomas  G.  Richter,  a  Robinson-Hum- 
phrey Co.  analyst.  iCH's  First  Executive 
stake  now  shows  paper  losses  of  $26 
million,  and  the  stock  pays  no  cash  divi- 
dends. Selling  the  shares  now  would  fun- 
nel about  $200  million  into  ICH's  coffers. 
'CHESS  MATCH.'  Where  would  that  leave 
Fred  Carr?  Despite  criticism  of  his  junk- 
laden  portfolio  and  an  SEC  investigation 
into  the  insurer's  ties  to  indicted  junk- 
bond  czar  Michael  R.  Milken — which 


Carr  won't  discuss — Los  Angeles-based 
First  Executive  is  thriving.  Besides  dis- 
couraging raiders,  Carr's  rights  offering 
would  provide  fresh  capital  that  his  com- 
pany could  use  to  return  to  aggressive 
insurance  sales  at  a  time  when  rivals 
are  weak.  Or  it  could  cushion  him 
through  an  economic  downturn  or  a 
junk-bond  collapse.  The  cash  could  even 
be  used  to  buy  back  iCH's  stock.  As  Da- 
vid E.  Nelson,  a  Legg  Mason  Wood 
Walker  Inc.  analyst,  says:  "In  the  chess 
match  between  Carr  and  Shaw,  Fred  has 


more  of  an  advantage  right  no 
Not  that  Wall  Street  is  wild  afc 
Carr's  rights  plan.  In  the  weeks  aftei 
unveiling.  First  Executive's  stock 
tumbled  almost  25%,  to  around  12. 
the  stock  falls,  Carr  might  have  to  la 
the  price  on  the  offering,  cutting 
amount  of  money  he  would  raise.  1 
may  be  one  reason  why  Shaw  and 
aren't  bad-mouthing  each  other:  Neit 
knows  when  he  may  need  his  soulm 
By  Kathleen  Kerwin  in  Los  Angeles 
Zachary  Schiller  in  Cleveland 


AUTOS  I 


WILL  DETROIT  CUT  ITSELF  LOOSE 
FROM  'CAPTIVE'  IMPORTS? 


Using  foreign-made  cars  to  fill  market  niches  isn't  paying  off 


It  seemed  to  make  sense.  Early  this 
decade,  Detroit  realized  it  couldn't 
build  small  cars  priced  to  compete 
with  Japanese  models.  But  the  Big 
Three  needed  those  cars  to  lure  first- 
time  buyers.  The  solution?  So-called  cap- 
tive imports:  Isuzus  and  Mitsubishis  im- 
ported for  sale  as  Chevys  and  Dodges. 
Detroit  never  did  a  good  job  of  selling 
them,  though.  And  now,  tighter  fuel 
economy  standards  are  mak- 
ing matters  worse.  As  a  re- 
sult, the  days  of  captive  im- 
ports may  be  numbered. 

Car  sales  overall  are  down 
6.4%  this  year.  But  the  cap- 
tives are  faring  worse  than 
their  sister  cars  sold  as  im- 
ports (table).  Dodge  Colt 
sales,  for  instance,  are  off 
30.6%,  even  as  sales  of  the 
similar  Mitsubishi  Mirage 
are  up  .54'/' . 

MILEAGE  MESS.  The  problem: 
a  lack  of  commitment.  In  De- 
troit, "nobody  feels  their  ca- 
reer is  at  stake  if  the  cars 
don't  sell,"  says  Maryann  N. 
Keller,  automotive  analyst  at 
Furman  Selz  Mager  Dietz  & 
Birney  Inc.  Dealers  don't  devote  much 
time  to  the  low-margin  captives.  More- 
over, the  growth  of  low-priced  used  cars 
coming  back  from  fleet  sales  now  offers 
dealers  an  alternative  for  first-time  buy- 
ers. Concludes  Richard  D.  Recchia,  exec- 
utive vice-president  at  Mitsubishi  Motor 
Sales  of  America  Inc.:  "Captive  imports 
have  stopped  filling  the  role  they  were 
supposed  to." 

The  latest  challenge  to  captives  comes 
from  Wa.shington.  Under  new,  tighter 
rules,  each  carmaker's  fleet  of  1990  cars 
will  have  to  average  27.5  miles  per  gal- 


lon, up  from  26.5  for  1989  models.  And 
proposals  call  for  raising  the  standard  as 
high  as  45  miles  per  gallon  by  2000. 
Auto  makers  are  trying  various  ap- 
proaches to  wring  more  mileage  from 
their  cars  (page  103).  But  the  easiest 
way  to  meet  the  requirement,  and  thus 
get  to  sell  big  cars,  is  to  sell  more  small 
ones.  Importing  gas-sippers  doesn't  help 
because  the  government  counts  imports 


) 
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SAME  CARS  BUT  DIFFERENT 
NAMES  AND  RESULTS 


1989  sales  through  July  31  of  similar  cars  made  by 
the  same  maker  but  sold  by  different  brand  names 

Model 

Unlts 
sold 

Change  from 
1988  period 

DODGE  COLT 

18,567 

-30.6% 

MITSUBISHI  MIRAGE 

10,897 

+  54.0 

GEO  SPECTRUM 

36,456 

-22.2 

ISUZU  l-MARK 

8,627 

-6.9 

GEO  PRIZM/CHEVY  NOVA 

178,540 

-36.7 

TOYOTA  COROUA- 

43,559 

+  28.1 

*U.S.-built  models  only    DATA  WARD  S  AUJOMOTIVC REPORTS 


separately  in  figuring  fleet  mileage, 
it  makes  sense  for  Detroit  to  push  U 
made  small  cars — not  imported  ( 
fives — to  meet  the  mileage  standard; 

Still,  the  carmakers  don't  want  to  { 
up  on  captives,  which  fill  out  their  pi 
uct  lines,  drawing  buyers  who  wouli 
consider  a  domestic  car.  Chrysler  Co 
for  instance,  doesn't  make  certain  c 
pact  pickups  it  imports. 

To  cope  with  the  fuel  economy  s 
dards,  General  Motors  Corp.  plans 
turn  some  of  its  captive  imports 
domestic  makes.  In  1990,  GM's  Chevn 
Motor  Div.  will  sell  two  cars  and  an 
road  vehicle  engineered  in  Japan 
built  in  California  and  Canada.  By  1! 
those  cars  will  boast  a  local  conteni 
more  than  75%-,  letting  them  be  cour 
as  domestics  for  mileage  purpos 
"That  helps  us  rather  t 
hinders  us"  in  meeting  ^ 
ernment  rules,  says  Che' 
let  General  Manager 
Perkins. 

That's  true — if  GM  can 
them.  Perkins  thinks  that 
grouping  Chevy's  capti 
under  its  Geo  brand 
pushing  hard,  sales  could 
300,000  units  a  year,  up  fi 
215,448  in  1988.' 

So  far,  though,  Geo 
sputtered.  Three  months 
ter  its  launch,  only  40% 
Chevy  dealers  carrying  G 
had  signs  for  their  sh 
rooms.  Quirky  ads  confu 
buyers,  and  the  full  line 
three  cars  and  an  off-r 
vehicle  won't  be  available  at  all 
dealers  until  late  1989. 

Perkins  is  relaunching  the  ads, 
more  emphasis  on  such  cars  as 
sporty  new  Geo  Storm.  He's  fatten 
dealer  margins,  which  used  to  be  so  t 
that  dealers  joked  the  name  stood 
"Gross  Equals  Zero."  And  he's  target 
part  of  Chevy's  field  sales  force  to 
task.  As  Washington  continues  to  tij 
en  its  mileage  rules,  Detroit  is  trying 
ensure  that  it  isn't  captive  to  a  da 
strategy. 

By  Ja  mes  B.  Treece  in  Del 
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CARRY  WIZARD  POWER  IN  YOUR  POCKET 
LIDE  IN  A  SOFTWARE  CARD.  OR  PLUG  INTO  YOURPC 
TAKE  CONTROL  OF  TOMORROW  TODAY 

The  Wizard  from  Sharp  lets  you  travel  light  and  take  all  your  personal  and  business  data  with  you. 
he  Wizard  plans,  organizes,  reminds,  informs,  advises,  calculates.  An  optional  Organizer  Link  keeps  you  \ai 
voTway  communication  v^ith  IBM -PC  compatible  or  Macintosh 'computers.  Optional  Software  Cards  adapf 

it  for  specialized  jobs  without  specialized  training. 
Discover  the  competitive  edge  for  the  Information  Age. Call  1-800-BE-SHARP 

SHARP  INVENTS  THE  WIZARD 
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SPORTS  BUSINESS  I 


THAT  HEAD-BANGING  YOU  HEAR 
IS  THE  NFL  OWNERS 


The  old  guard  and  newcomers  battle  over  Pete  Rozelle's  successor 


It  was  supposed  to  be  a  graceful  tran- 
sition. National  Football  League 
Commissioner  Pete  Rozelle  would 
head  off  into  the  sunset.  A  new  leader 
would  emerge  to  march  the  NFL  into  the 
1990s.  Instead,  it  has  turned  into  an  un- 
seemly brawl  among  established  owners 
and  a  bunch  of  newcomers  over  how 
best  to  fill  the  top  job.  Rozelle,  still  re- 
luctantly in  office,  is  reduced  to  quips: 
"My  wife  is  sitting  out  in  a  rented  home 
in  San  Diego  still  waiting  for  me." 


ing  bruised  egos  and  quickly  filling  Ro- 
zelle's shoes.  Last  month,  11  club  own- 
ers cried  foul  over  a  handpicked  nominee 
for  the  job:  New  Orleans  Saints  General 
Manager  James  E.  Finks.  He  was  the 
choice  of  a  special  six-man  committee 
headed  by  Lamar  Hunt,  owner  of  the 
Kansas  City  Chiefs,  and  Wellington 
Mara,  owner  of  the  New  York  Giants. 

Trouble  was,  other  owners  thought 
they  were  getting  railroaded.  The  group 
refused  to  vote  until  a  new  search  com- 


con tract  expires.  This  dispute  is  at 
heart  of  an  antitrust  suit  now  pendin 
federal  court. 

Sooner  or  later,  there'll  have  to 
labor  peace  if  club  owners  are  to  rei 
costs.  Expenses  have  soared  nearly  1;| 
in  the  past  decade,  according  to  leal 
officials.  The  main  factor:  The  averi 
NFL  player  salary  is  now  $255,000,1 
about  40%  from  1980.  And  pay  for  | 
rookies  keeps  escalating.  The  Da| 
Cowboys  promised  $11  million  over 
years  for  quarterback  phenom  Troy 
man.  No  wonder  some  owners  wan' 
cap  rookie  pay.  But,  says  Gene  Upshj 
the  players'  union  chief:  "No  union  i 
right  mind  would  agree  to  do  that."! 
FLAT  RATINGS.  Meanwhile,  owners  hi 
another  worry:  television.  Growth  inl 
revenues,  the  bulk  of  any  team's  grc 
has  stagnated  since  1986.  Now,  with  i 
current  $1.2  billion,  three-year  contr 


THE  NFL  SCRAMBLES 
fOR  PAYLICHT  i 

SUCCESSION  CRISIS  Rift  among  club  own- 1 
ers  has  delayed  selection  of  a  new  NFL  i 
commissioner  to  succeed  Pete  RozeOe.  : 
Old  guard  tried  to  ram  New  Orleans 
Saints'  General  Manager  Jim  Finks  into  I 
post,  but  newer  owners  cried  foul.  Finks  i 
remains  the  favorite,  but  the  commission 
er's  office  may  be  restructured 


IROSTY  LABOR  RELATIONS  Owners  still  ar 
locked  in  an  antitrust  lawsuit  with  the 
NFL  Players  Assn.  Chief  issues:  restric-  j 
tions  on  free  agency  and  the  coDege  draftj 
system.  Union  also  is  likely  to  launch  nevj 
legal  challenge  to  drug-testing 


BATTERED  FINANCES  Roughly  half  of  the  ' 
NFL's  28  teams  are  believed  to  be  losingjj 
money.  TV  revenues  are  falling,  while    "  j 
costs  soar.  Contract  talks  with  networks 
and  cable  operators  are  coming  up 

DATA:  BW 


SET,  HUT:  PLAYERS  ARE  HITTING  THE  FIELD  FOR  THE  THIRD  YEAR  IN  A  ROW  WITHOUT  A  CONTRACT 


These  are  rough  times  in  the  NFL. 
Once  ruled  peaceably  by  longtime  own- 
ers, the  league  is  being  rocked  by  an 
assertive  new  breed.  Having  shelled  out 
the  $60  million  or  $80  million  for  teams, 
newer  owners  now  want  a  bigger  say.  "I 
paid  $4  million  to  buy  my  team  29  years 
ago,"  says  Cleveland  Browns  owner  Ar- 
thur B.  Modell.  "The  debt  service  on 
some  of  these  newer  clubs  is  enormous." 
RAILROADED?  While  the  furor  over  Ro- 
zelle's replacement  is  divisive,  every  NFL 
owner  confronts  a  set  of  even  thornier 
challenges.  Labor  relations  remain  in  a 
deep  freeze  over  free  agency  and  drug 
testing,  and  flat  TV  revenues  and  salary 
inflation  are  eroding  the  league's  profit- 
ability. 

The  most  immediate  problem  is  sooth- 


mittee  was  formed.  Explains  Minnesota 
Vikings  General  Manager  and  part-own- 
er Michael  E.  Lynn  HL  "They  came  up 
with  one  name,  take  it  or  leave  it."  Just 
the  same.  Finks  is  still  seen  as  the  front- 
runner  in  the  new  vote  set  for  early  next 
month.  The  amiable,  61-year-old  Saints' 
executive  certainly  knows  the  game:  He 
once  had  his  jaw  broken  while  playing 
with  the  Steelers  during  the  late  1950s. 

That  type  of  knowhow  will  be  a  must 
to  repair  the  league's  tattered  relations 
with  the  National  Football  League  Play- 
ers Assn.  This  season  will  be  the  third  in 
a  row  that  players  hit  the  field  without  a 
collective  bargaining  agreement.  One 
big  reason:  Both  sides  are  still  smashing 
heads  over  restrictions  to  free  agency,  a 
player's  right  to  switch  clubs  once  his 


expiring  this  year,  club  ovv^ners  are  ;| 
gling  for  a  big  boost  in  TV  revenues.! 

Yet  with  ratings  relatively  flat,  luri", 
more  bucks  from  the  networks  won't  i 
a  cinch.  In  fact,  the  league  likely  \ 
expand  its  offerings  to  program-hun| 
sports-cable  outfits  such  as  ESPN  I 
Another  promising  revenue  source  m 
come  from  overseas.  In  July,  the  K 
announced  the  creation  of  a  12-meml 
international  league  that  down  the  rc 
may  pay  off.  Still,  as  the  NFL  revs  up : 
another  season,  owners  have  reason 
worry.  And  with  all  the  hostilities  h» 
inherit  from  Rozelle,  the  new  comn 
sioner  will  probably  be  in  for  quite 
bruising. 

By  Brian  Bremner  in  Chicago,  mth  R 
sell  Mitchell  in  Minneapolis 
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MET  LIFE  15  USER-FRIENPLS', 


We  know  people  don't  like  to  think  about  insurance,  so  Met  Life  works 
hard  to  make  it  easier,  with  attentive  reps,  clear  answers,  sensible  advice 

and  good  service. 
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Metropolitan  Life" 
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SIR  JIMMY  FLASHES 
A  BAT  SIGNAL... 


►  Sir  James  Goldsmith's  con- 
sortium announced  on  Aug. 
23  tiiat  if  its  bid  for  Britain's 
BAT  Industries  succeeds, 
French  insurer  Axa  Midi  will 
buy  Farmers  Group,  BAT's 
U.  S. -based  insurance  unit. 
The  move  is  an  attempt  to  cut 
the  regulatory  knot  impeding 
Goldsmith's  $21  billion  lever- 
aged bid  for  BAT.  Goldsmith  is 
betting  that  the  sale  will  win 
over  U.  S.  state  insurance  reg- 
ulators, because  Axa  Midi  al- 
ready has  extensive  U.  S. 
operations. 

Axa  Midi  would  pay  $4.5 
billion  for  Farmers,  far  less 
than  the  $5.2  billion  bat  itself 
paid  last  December.  The 
French  insurer  would  also 
pay  $940  million  for  a  157f 
stake  in  the  Goldsmith  take- 
over vehicle  Hoylake  if  the 
present  bid  is  restructured  as 
expected.  BAT,  for  its  part, 
says  the  new  move  "alters 
nothing,"  since  Axa  Midi 
would  still  need  state  regula- 
tory approval  to  buy  Farmers. 


...AND  TAKES  A  FLIER 
ON  MEXICANA 


►  Sir  Jimmy  is  also  busy  on 
another  front.  Along  with  the 
likes  of  Chase  Manhattan  and 
Drexel  Burnham  Lambert, 
he's  part  of  a  group  that's  in- 
vesting $140  million  to  be- 
come majority  partners  in 
Mexicana  de  Aviacion,  Mexi- 
co's largest  airline. 

Mexicana  controls  some 
60%  of  Mexico's  domestic  air 
travel,  flies  to  Central  Ameri- 
ca and  the  Caribbean,  and 
plans  to  offer  service  to  Eu- 
rope in  the  near  future.  Last 
year,  some  8.5  million  passen- 
gers flew  Mexicana. 


CALIFORNIA  LETS  THREE 
AUTO  INSURERS  SLIDE 


►  Californians  voted  to  cut 
car-insurance  premiums  last 
November,  but  they  may  not 
get  their  wish.  Insurance  com- 


missioner Roxani  Gillespie 
says  that  three  of  the  state's 
largest  auto  insurers  may  not 
make  enough  money  to  allow 
the  20%  rollback  mandated  by 
Proposition  103. 

Gillespie,  citing  a  provision 
that  permits  her  to  exempt 
companies  that  don't  make  a 
fair  rate  of  return,  said  on 
Aug.  22  that  it's  unlikely  that 
she  will  order  State  Farm  Mu- 
tual, Farmers  Insurance,  and 
the  Automobile  Club  of 
Southern  California  to  cut 
their  rates.  The  three  compa- 
nies provide  one-third  of  the 
state's  auto  insurance.  Gilles- 
pie has  ordered  rate  cuts  for 
six  smaller  providers.  Con- 
sumer groups,  including  those 
allied  with  Ralph  Nader,  are 
threatening  to  sue. 


TIME  WARNER  STARTS 
PRINTING  PAPER 


►  What  will  Time  pay  for  the 
remaining  46%  of  Warner 
Communications  stock  that 
didn't  qualify  for  the  initial 
offer  of  $70  a  share  in  cash? 
The  answer,  announced  on 
Aug.  23:  paper.  The  newly  re- 
named Time  Warner  will  give 
two  types  of  convertible  pre- 
ferred stock,  including  a  pay- 
in-kind  offering.  In  addition, 
Warner  will  parcel  out  its  409< 
interest  in  BHC,  the  television- 
station  company  controlled  by 
Chris-Craft  Industries.  Time 
Warner  values  the  package  at 
$70  a  share. 

Traders  were  less  gener- 
ous. Warner  shares  dropped 
1%,  to  65%,  on  the  news.  But 


SEE  BULGARIA!  LEARN  ABOUT  THE  FREE  MARK 


A  swimming  pool.  Tennis  courts. 
Ski  slopes  2  kilometers  down  the 
road.  And  instruction  in  the  fin- 
er points  of  capitalism,  under 
the  aegis  of  one  of  its  wiliest 
practitioners,  British  media  mo- 
gul Robert  Maxwell. 

There's  just  one  catch,  if  you 
want  to  avail  yourself  of  this 
educational  opportunity:  You'll 
have  to  go  to  Bulgaria.  Just  out- 
side Sofia,  to  be  precise,  where 
the  Robert  Maxwell  International  Management  School,  Bui 
ia's  first  B-school,  is  scheduled  to  open  its  doors  this  fall. 

Maxwell  paid  a  mere  $915,000  to  put  his  name  over 
door — and  the  money  came  from  his  publicly  traded  flagi 
Maxwell  Communication.  Although  a  company  executive  ; 
the  donation  was  made  "to  help  the  Bulgarians  advance  1 
economy,"  it's  worth  noting  that  the  Czech-born  tycoon 
extensive  business  interests  in  Eastern  Europe.  Now,  > 
anyone  know  the  Bulgarian  phrase  for  "ego  trip"? 


the  final  value  for  the  pack- 
age won't  be  known  until  the 
bond-ratings  services  have  a 
chance,  within  the  next  few 
weeks,  to  grade  the  Time 
Warner  paper,  and  the  BHC 
shares  begin  trading,  proba- 
bly around  yearend. 


WANG  FINDS  A  BIT 
OF  BREATHING  ROOM 


►  Richard  Miller,  named  presi- 
dent of  Wang  Laboratories  on 
Aug.  23,  has  a  tough  job 
ahead  of  him,  but  at  least  he 
won't  have  to  worry  about  re- 
negotiating the  company's 
debt.  On  Aug.  21,  five  days 
after  the  minicomputer  maker 
defaulted  on  its  debt,  it  eked 
out  an  agreement  with  its 


eight  banks.  The  banks 
let  a  $125  million  prin( 
payment  slide  from  Sep 
ber  to  next  July  and  iii 
$100  million  in  new  loans 
Miller,  a  former  consuii 
electronics  executive  at  (I 
eral  Electric,  succeeds  ll 
Wang,  who  was  forced  ou 
his  father,  company  foui 
An  Wang.  Miller's  first  tai 
selling  business  units  and 
estate,  such  as  the  compa 
Lowell  (Mass.)  headquari 
building,  to  raise  $175  mi 
in  working  capital. 


A  NEW  FOCUS 
AT  KODAK 


►  A  month  after  disclosiriJ 
second  consecutive  quartei 
anemic  earnings,  Eastu 
Kodak  on  Aug.  23  unve) 
draconian  cuts  it  said  will ) 
$1  billion  to  operating  (i 
flow  in  1990.  That's  five  tii 
the  savings  the  company  i 
promised  in  May. 

Kodak  will  sell  or  restic 
ture  businesses  with  reverJ 
totaling  $1.25  billion,  slaslj 
4,500  jobs.  Those  busineil 
will  probably  be  outside  i! 
core  operations.  The  comp(j 
will  also  impose  a  part 
wage  freeze  on  its  RocheiS 
(N.  Y.)  employees  next  yl 
But  look  for  continued  w 
results  through  yearend. 
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INTRODUCING  A  FULL-COLOR  COPIER 
SO  REVOLUTIONARY  IT'S  AFFORDABLE. 

The  new  Brother  CC5500  Full-Color  Copier  is  a  first.  And  so  is  its  extremely  affordable  price. 

The  Brother  Full-Color  Copier  is  a  totally  unique  system  that  utilizes  the  latest  Cycolor*  technology  This  break- 
through means  you  get  copies  of  near-photographic  quality  that  compare  with  the  most  expensive  copiers. 

It  also  means  you  get  a  big  break  in  price.  And  Brother's  advanced  technology  also  makes  it  highly  reliable  and 
practically  maintenance  free.  Its  one-pass  paper  path  means  fewer  operating  problems.  And  since  the  color  is  in 


lOTHER  INDUSTRIES,  LTD.,  NAGOYA,  JAPAN  fCycolor  is  a  registered  trademark  ol  Mead  Imaging,  a  subsidiary  of  the  Mead  Corp  ,  Dayton,  OH  BROTHER  INTERNATIONAL  CORPORATION,  USA 


mi 

HIGHTECH 
HIGH 

PRIORITY! 


Daewoo's  innovative  minds  have  put 
Daewoo  right  at  the  frontier  of  the  new 
technology.  This  is  particularly  true  with 
computers.  Daewoo  recently  built  a  major 
facility  to  manufacture  a  highly  advanced 
computer  chip.  The  fact  is,  Daewoo  invests 
a  large  part  of  its  earnings  not  only  in  the 
R&D  to  develop  a  better  product,  but  in 
the  manufacturing  technology  that  will 
deliver  that  better  product.  By  placing  a  big 
emphasis  on  innovation,  Daewoo  has, 
in  just  over  20  years,  become  a  leader 
in  such  diverse  industries  as  computers 
and  heavy  machinery,  aeronautics  and  auto- 
mobiles, shipbuilding  and  telecommunica- 
tions. Find  out  how  Daewoo's  innovative 
minds  can  help  your  company  to  grow. 


Daewoo's  wide  range  of  innovation  includes  highly  advanced  computers 


Daewoo  International  (Annenca)  Corp^  (212)  909-8200. 


We've  all  heard  the  stories.  Com- 
panies that  lose  major  liability  suits 
because  they  couldn't  produce  the 
necessary  documents  in  compliance 
with  federal  and  state  regulations 
to  defend  themselves.  Companies 
that  lose  a  major  client  because  they 
can't  document  third-party  charges 
on  behalf  of  that  client. 

And  it  all  comes  down  to  a  very 
simple  problem:  paper.  Paper  that 
when  misfiled  or  misplaced  could 
spell  disaster.  Paper  that  when 
destroyed,  could  possibly  destroy 
your  business. 

%  1989,  3M 


The  solution  is  a  cornputerized 
filing  system  from  3M  Information 
Systems  Group. 

3M  provides  systems  that  use 
computer  technology — very  likely  the 
computers  you  already  have  in  place 
— to  speed  and  secure  the  storage 
and  retrieval  of  documents  with 
evidentiary  value.  Documents  that 
can  be  combined  with  the  data  files 
you  already  generate  on  computer. 

For  many  businesses,  the 
storage  media  may  be  microfilm  or 
microfiche.  With  certain  applications, 
a  digital  document  management 


system  integrated  with  a  mainfrarr 
database  may  be  most  appropriated 

Either  way,  the  system  you  i 
choose  will  work  with  the  technol-l 
ogy  3M  is  developing  for  the  futurl 
We've  already  assembled  packagel 
for  Accounts  Payable,  Engineering 
Manufacturing,  Financial  Record.4 
Hospital  Records  and  more.  i 

For  more  information  on  ho^l 
to  protect  your  company,  call  \\ 
3M  Information  Systems  at  i 
1-800-328-1684.  ^. 

But  act  soon.  Before  your  filir  , 
system  is  judged  to  be  out  of  orderj 


avi 
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IW,  ABOUT  THOSE  DEFENSE  SAYINGS 
lU  WERE  EXPECTING . . . 


s  the  U.  S.  and  the  Soviet  Union  step  up  efforts  to  trim 
k  forces  in  Europe,  the  prospect  of  a  smaller  defense 
>^budget  is  tantalizing  Washington.  But  politicians 
dn't  spend  that  "peace  dividend"  yet.  In  the  calculus  of 
ntional  arms,  smaller  may  be  safer.  Smaller  may  be 

But  smaller  may  not  be  cheaper — at  least  not  in  the 
term. 

easy  to  see  why  everyone  hankers  after  a  piece  of  the 

billion  a  year  that  the  U.  S.  spends  on  the  defense  of 

)e.  Liberals  would  like  the  money  for  social  programs, 
child  care  to  combating  AIDS  and  homelessness.  Even 
conservatives  think  that  Pentagon  spending  could  be 

nneled  to  fight  the  war  on  drugs, 

re  space — or  cut  taxes. 

■sident  Bush  raised  expectations  of 

a  payoff  in  May  when  he  unveiled  a 

atic  plan  to  bring  30,000  U.S. 

s  home  from  Europe  if  the  Soviets 

■  to  cut  their  forces   there  by 

)0.  Administration  officials  expect 

conventional  arms  talks  between 
and  the  Warsaw  Pact,  which  re- 
in Vienna  on  Sept.  7,  could  bear 

within  a  year. 

30RN  HAWKS.  Cuts  in  Europe  will 
money,  but  most  of  the  savings  are 
to  remain  in  the  defense  budget.  The  Pentagon,  the 
se  industry,  and  their  Capitol  Hill  allies  will  fight  desper- 
to  use  most  of  the  savings  for  new  high-tech  weapons, 
ring  the  Reagan  years,  Soviet  superiority  in  Europe  was 
to  sell  the  big  arms  buildup.  "That  justification  will  be 
from  the  litany  of  reasons  to  build  weapons  systems," 
James  P.  Rubin  of  the  Arms  Control  Assn.  But  hawks 
;  give  up  so  easily.  They'll  push  hard  to  save  such  projects 
e  $70  billion  B-2  Stealth  bomber  and  an  advanced  fighter 
could  cost  $90  million  a  copy.  Former  Deputy  Assistant 
ise  Secretary  Frank  J.  Gaffney  Jr.,  head  of  the  Center 
ecurity  Policy,  previews  the  hardliners'  argument:  "Be- 


FEWER  SOLDIERS— BUT  MORE  FOR  WEAPONS? 


cause  of  lower — but  more  unstable — levels  of  troops  and 
equipment,  we'll  need  to  reinforce  our  position  by  investing  in 
new  tanks,  new  aircraft,  new  armored  personnel  carriers,  and 
new  antitank  equipment." 

Congress,  which  tends  to  view  military  hardware  as  a  sort 
of  jobs  program,  is  susceptible  to  such  appeals.  Defense  Secre- 
tary Richard  B.  Cheney  thinks  the  Pentagon  can't  afford 
either  the  Marine  Corps'  V-22  Osprey  tilt-rotor  aircraft  or  the 
Navy's  F-14D  fighter.  But  the  House  has  voted  to  keep  both 
programs,  which  could  cost  $51  billion  over  several  years. 

Another  reason  that  troop  withdrawals  from  Europe  won't 
produce  quick  savings  is  that  cautious  lawmakers  are  likely  to 
insist  that  many  of  the  returning  forces 
be  put  in  the  reserves.  Such  standby 
forces  are  far  cheaper  than  active-duty 
units,  but  the  reserves  will  need  a  lot  of 
expensive  upgrading  to  be  a  credible 
fighting  force.  The  General  Accounting 
Office  concludes  that  77%  of  Army  re- 
serve units  scheduled  to  be  sent  to  Eu- 
rope as  reinforcements  within  the  first 
60  days  of  a  war  lack  needed  equipment 
or  training. 

Some  supporters  of  smaller  military 
budgets  hope  that  other  NATO  govern- 
ments will  pick  up  a  bigger  share  of  the 
remaining  cost  of  European  defense.  But  other  NATO  mem- 
bers, too,  are  eyeing  peace  dividends  and  are  turning  a  cold 
shoulder  to  Washington's  pleas  for  greater  "burden  sharing." 

In  the  long  run,  an  easing  of  tension  in  Europe  should  allow 
significant  cuts  in  military  spending,  particularly  if  the  arms 
thaw  develops  into  a  lasting  rapprochement.  The  Washington 
representative  of  one  big  defense  contractor  has  told  his  home 
office  that  inflation-adjusted  budgets  could  decline  25%  by  the 
mid-1990s.  Until  then,  however,  liberals  and  conservatives  alike 
would  be  well  advised  not  to  write  any  checks  against  an 
elusive  peace  dividend. 

By  Dave  Griffiths 


TAL  WRAPUPI 


an  attempt  to  drum  up  support 
•om  debtor  nations,  the  Treasury 
it.  has  sent  the  Brady  Plan  on  the 
i.  Interest  in  the  debt-reduction 
?me  proposed  by  Treasury  Secre- 
'  Nicholas  F.  Brady  cooled  when 
countries  saw  what  Mexico  had 
?o  through  to  win  some  debt  for- 
mess  and  modest  cuts  in  interest 
ments.  A  follow-up  deal  for  the 
ippines  all  but  abandoned  Brady's 
)hasis  on  writing  off  old  debt  in 
3r  of  new  lending  by  commercial 
ks.  Treasury  Under  Secretary  Da- 

C.  Mulford  has  just  wound  up  a 
ng  through  Latin  America.  A  major 


purpose:  to  t«ll  major  debtors  Argenti- 
na, Chile,  and  Brazil  that  help  is  on  the 
way  if  they  stick  with  programs  to 
whip  their  economies  into  shape. 

TAXES  

lajor  business  groups,  including 
Ithe  U.  S.  Chamber  of  Commerce 
and  the  National  Association  of  Manu- 
facturers, have  remained  on  the  side- 
lines in  the  debate  over  capital-gains 
taxes.  Some  lobbyists  are  focusing 
their  efforts  on  winning  or  preserving 
tax  breaks  of  direct  benefit  to  corpora- 
tions. Others  are  reluctant  to  push  the 
capital-gains  issue  out  of  fear  that  a 
cut  now  could  eventually  lead  to  an 
increase  in  tax  rates  for  the  wealthv. 


ENERGY 


The  woes  of  two  candidates  for  top 
jobs  at  the  Energy  Dept.  are  get- 
ting deeper.  Diane  K.  Morales,  chosen 
to  head  Energy's  environmental  pro- 
grams, hasn't  defused  criticism  that 
she  lacks  experience.  Department  offi- 
cials hint  her  name  may  be  pulled.  And 
House  Energy  &  Commerce  Commit- 
tee Chairman  John  D.  Dingell  (D.-Mich) 
is  against  the  nomination  of  the  Nucle- 
ar Regulatory  Commission's  Victor 
Stello  Jr.  to  head  Energy's  weapons 
programs.  Dingell  has  told  the  Senate 
Armed  Services  Committee  that  "the 
only  benefit  of  moving  Mr.  Stello  to 
Energy  is  ridding  the  NRC"  of  him. 
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Until  Now, 

Laser  Printing  has  Been  Out  of  Reach  for 
Many  People  in  Business. 


(-r  II  IS  a  registered  trademark  of  Hewleil-Fackard.  Kpson  is  a  registered  trademark  of  Seiko  Epson  Corporation.  Epsfin  Amenta,  Inc  . 2780  Lomita  Blvd  . Torrance, CA  91)505  (800)  922-8911. 
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Opting  for  the  quality  of  a  laser  printer  has  just  become 
decidedly  easier.  Introducing  the  EPL-60()0  laser  printer 
from  Epson! 

Coming  from  the  company  with  the  longest  running 
success  in  the  printer  business,  reliability  is  a  given.  What's 
more,  the  new  EPL-6000  is  compatible  with  application  software 
written  for  HP  LaserJet  II.' 
As  for  value,  this  new  Epson  combines  solid,  businesslike 
performance  with  a  price  that  is  as  attractive  as  the  printing.  In 
fact,  for  quality,  reliability  and  value  in  a  laser  printer,  you  could 
say  Epson  has  the  soludon  well  in  hand. 


With  the  new,  affordable 
EPL-6000  from  Epson,  more  businesses 
will  be  looking  better  on  paper. 


EPSC 


WHEN  YOU'VE  GOT  AN  EPSON, 
YOU'VE  GOTA  LOT  OF  COMPANY. 


WgM  PIP  iOU  SAY  ^UPQ^KSHWAV  WOUt^P  (XiMagl^P?'' 


JAPAN  I 


IS  THIS  THE  MOMENT 

WASHINGTON  HAS  BEEN  WAITING  FOR? 


The  Administration  thinks  Japan's  internal  discontent  could  help  break  the  deadlock  on  trade 


The  Bush  Administration  is  opening 
a  new  front  in  Washington's  long 
battle  to  reduce  U.  S.  trade  deficits 
with  Japan.  Even  though  Japan's  sur- 
plus has  proven  resistant  to  efforts  to 
talk  it  down,  'Washington  is  headed  back 
to  the  bargaining  table.  This  time,  the 
target  will  be  deep-rooted  structural 
trade  barriers  against  American  goods. 
Many  U.  S.  officials  are  counting  on  con- 
sumer discontent  in  Japan,  combined 
with  pressures  for  reform  within  corpo- 
rate Jajjan,  to  help  open  doors. 

But  if  Washington  isn't  careful,  it 
could  end  up  simply  spinning  its  wheels. 
The  talks  that  begin  on  Sept.  4  in  Tokyo 
between  top  U.  S.  and  Japanese  trade, 
finance,  and  foreign-policy  officials  will 
deal  with  age-old  ways  of  doing  business 
that  are  resistant  to  reform.  Changing 
them  would  threaten  companies  and 
jobs.  New  Prime  Minister  Toshiki  Kaifu, 


who  will  meet  President  Bush  in  Wash- 
ington three  days  before  the  talks  begin, 
lacks  a  strong  political  base  to  push 
through  major  reforms.  The  Japan  So- 
cialist Party's  gains  in 
July  will  make  the  rul- 
ing Liberal  Democratic 
Party  doubly  careful 
about  hurting  farmers 
and  small  shopkeepers. 
GABFESTS.  The  lure  that 
excites  Washington, 
however,  is  that  the 
Japanese  are  willing  to 
discuss  nontraditional 
obstacles  in  a  way  that 
might  lead  to  action,  al- 
beit long-term.  Japan 
has  refused  so  far  to 
negotiate  on  opening  its 
markets  to  more  U.  S. 
satellites,  supercom- 
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puters,  and  forest  products  desji^ 
threatened  retaliation  under  the  Su 
301  clause  of  the  1988  trade  law. 
But  some  U.  S.  trade  experts  th«| 
attacking  underly?- 
problems  could  accrt 
plish  more  on  a  wilj 
range  of  U.  S.  expo;.! 
The  Administration's! 
list  includes  Japas 
complex  distributij 
system,  rigged  prici^ 
and  the  buy-from-witJ 
policy  among  membi^ 
of  industrial  groull 
"There's  a  general  vif 
that  Japan  really  isj 
bigger  problem  tr 
just  the  individual,  : 
toral  issues  we  have 
countered,"  says  J. 
chael  Farren,  the  Cp" 


AMERICAN  POP  IN  A  TOKYO  SHOP 


INTERNATIONAL  BUsS 


■e  Dept.'s  Under 
si  .'tary  for  interna- 
1  trade. 

leed,  the  seemingly 
!ss  rounds  of  talks 
items  ranging 

cigarettes  to  con- 
tion  haven't  made 
I  of  a  dent.  The 

merchandise  defi- 
'ith  Japan  actually 
aed  in  the  first  six 
,hs,  to  $24.5  billion 

$24.1  billion  in  the 

period  last  year. 
McGraw-Hill  esti- 
s  that  it  will  grow 
tly,  to  $55.4  billion, 
1989  as  a  whole 
though  the  overall  U.  S.  trade  defi- 

shrinking  (chart). 

sh  and  former  Japanese  Prime  Min- 
Sousuke  Uno  agreed  to  the  year- 
series  of  bimonthly  talks,  known 
ally  as  the  Structural  Impediments 
itive  (SID,  at  the  Paris  summit  on 
14.  But  the  idea  of  a  broad  pow- 
on  economic  reforms  originated  in 
'reasury  Dept.  Tokyo  agreed — if  the 
were  a  two-way  street, 
at  means  Tokyo  will  be  able  to  use 
alks  to  press  the  U.  S.  to  get  its  own 
e  in  order.  Issues  Japan  plans  to 
include  federal  budget  deficits,  a 
U.  S.  savings  rate,  and  underinvest- 
.  in  plant  and  equipment.  "We  are 
ested  in  factors  that  affect  U.  S. 
tetitiveness,"  says  Makoto  Utsumi, 
Ministry  of  Finance  vice-minister 
will  represent  it  in  the  talks, 
le  danger  is  that  the  talks  could  de- 
rate into  a  pointless  exercise.  A  pre- 
;  "structural  dialogue"  and  an  "in- 
rial-policy  dialogue"  during  the 
fan  Administration  accomplished 
ing.  Attempting  to  make  sure  the 
round  doesn't  suffer  the  same  fate, 
liington  insisted  on  "action-oriented" 
that  will  produce  written  progress 
rts.  "We  can't  afford  another  talk- 
"  says  Maureen  Smith,  deputy  assis- 
Commerce  secretary  for  Japan. 
RUNTLED  SHOPPERS.  The  Adminis- 
on  is  counting  on  Japan  to  make 
ific  commitments  toward  reform, 
are  looking  for  something  we  think 
be  effective  and  something  with  a 
table  to  demonstrate  sincerity  of  in- 
"  says  Deputy  U.  S.  Trade  Repre- 
itive  S.  Linn  Williams.  This  might 
the  form  of  a  commitment  to  en- 
i  Japan's  existing  but  largely  ig- 
d  antimonopoly  laws,  for  example. 
S.  officials  also  are  heartened  by 
fact  that  Japanese  voters  revolted 
nst  a  newly  imposed  37^  consump- 
tax  during  the  July  Upper  House 
ions.  They  see  this  as  a  sign  that 
e  are  growing  constituencies  in  Ja- 
pushing  for  change,  especially  lower 


JAPAN'S  SURPLUS 
WITH  THE  U.S. 
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BILLIONS  Of 
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prices.  Says  Williams: 
"The  SI  I  is  not  the  Unit- 
ed States  vs.  Japan;  to 
some  extent,  it  is  Japan 
vs.  Japan." 

Many  Japanese  ac- 
knowledge the  need  for 
economic  reform.  Big 
business,  backed  by  the 
Ministry  for  Interna- 
tional Trade  &  Industry 
(MlTl),  supports  further 
liberalization  of  agricul- 
tural imports  and  an 
overhaul  of  curbs  on  ex- 
pansion by  large  retail- 
ers. And  consumers  are 
restive  about  the  gap 
between  their  growing 
economic  clout  as  a  nation  and  their  own 
individual  meager  buying  powers. 

But  Japanese  consumers  are  hardly 
the  budding  activists  Washington  has  in 
mind.  An  organized  consumer  movement 


simply  doesn't  exist.  Public  protests  over 
high  land  and  food  prices  are  unknown. 

The  LDP's  precarious  standing  also 
could  prove  a  major  obstacle.  Many  of 
the  reforms  the  U.  S.  wants  would  re- 
quire new  legislation.  But  the  govern- 
ment will  have  no  stomach  for  sensitive 
issues  with  Lower  House  elections  loom- 
ing. Says  an  aide  to  an  LDP  Diet  mem- 
ber: "The  party,  even  where  it  wants 
change,  won't  have  the  guts  or  power  to 
initiate  it." 

Even  optimists  in  the  Bush  camp  think 
it  will  take  many  months  to  produce  any 
solid  commitments.  The  moment  of  truth 
will  come  next  spring,  when  the  Admin- 
istration has  to  report  on  its  progress.  If 
it  can't  produce  some  results  after  all  its 
brave  talk,  that  will  lend  ammunition  to 
critics  who  argue  that  Washington's 
well  of  ideas  for  tackling  the  deficit  with 
Japan  has  run  dry. 

By  Amy  Borrus  in  Tokyo  and  Paul  Mag- 
nusson  in  Washington 


JAPAN  I 


AMWAY'S  BIG,  HAPPY  FAMILY 
IS  ALL  SMILES— m  JAPAH 


A  near-religious  corporate  culture  and  direct  sales  have  it  thriving 


AT-HOME  PITCHES  ALLOW  AMWAY  TO  GET  AROUND  A  BIG  BARRIER— JAPAN'S  MIDDLEMEN 


C 

: 


^yusuke  Seto  is  a  successful  musi- 
cian. The  42-year-old  lute  player 
has  cut  six  albums  and  even 
dreams  of  starting  up  his  own  record 
company.  But  Seto  is  also  a  star  per- 
former in  a  very  different  field — selling 
soap.  "Bathtub  rings,  they're  the 
worst!"  the  bubbly  Amway  salesman 
tells  a  gathering  of  potential  customers 
at  his  Tokyo  apartment.  "But  just  squirt 
on  some  Amway  Cleaner,  lightly  scrub — 
and  presto,  they're  gone!" 

Seto's  sales  pitch  is  a  hit,  and  so  is 
Amway  (Japan)  Ltd.,  the  subsidiary  of 
privately  held  Amway  Corp.  of  Ada, 
Mich.  While  the  U.  S.  continues  to  pres- 


sure Japan  to  open  its  markets,  Am- 
way's  cult-like  corporate  culture  and  di- 
rect-selling tactics  have  enabled  it  to 
thrive  there.  It's  now  the  ninth-most- 
profitable  foreign  company  in  Japan, 
just  behind  Shell  Petroleum  Co.  and 
ahead  of  XCR  Corp. 

TOP  AFFILIATE.  Amway  is  able  to  get 
around  what  many  U.  S.  companies  call 
the  toughest  barrier  to  success  in  Japan: 
the  local  retailers  and  wholesalers,  who 
often  demand  enormous  markups  or  re- 
fuse to  carry  products.  Amway  does  all 
its  selling  in  homes  through  a  500,000- 
strong  force  of  distributors,  as  Amway 
calls  salespeople,  working  on  commis- 


ATIONAL  BUSINESS 


BUSINESS  WEEK/SEPTEMBER  4,  1989  47 


SoF^EVeiyGti 

UpTbABetterHo" 


The  chance  for  a  better  education, 
a  better  job,  a  better  home.  That's  what  every 
generation  tries  to  pass  on  to  its  children. 

For  over  200  years,  upward  mobility 
has  seemed  to  be  our  birthright. 

But  now  a  generation  of  Americans  may 
have  to  lower  expectations.  Homeownership 
may  be  slipping  out  of  reach. 

Tbday  s  prices  are  taking  their  toll  on 
young,  would-be  home  buyers.  Coming  up  with  a 
down  payment  is  getting  tougher  and  tougher. 

Monthly  payments  aren't  much  easier. 
Tbday's  median-priced  home  absorbs  nearly 
50%  more  family  income  than  it  did  in  1968. 

Does  all  this  mean  our  children  should 
give  up  hope  of  owning  a  home? 

At  Fannie  Mae,  we're  doing  our  best 
to  make  sure  that  doesn't  happen.  We  can't  do 
much  about  home  prices,  but  we  can  help 
families  of  modest  means  buy  homes. 

Over  the  last  year,  some  30%  of  our 
loans  have  been  for  $40,000  or  less,  about 
what  a  family  with  an  annual  income  of  $19,000 
could  afford  to  borrow  to  buy  a  home. 

That  helped  put  300,000  such  families 
into  homes  last  year  alone.  In  our  50  years  in 
business,  we've  helped  millions  of  them. 

Tbday  we're  already  hard  at  work  for 
the  next  generation,  searching  for  solutions  to 
keep  the  hope  of  homeownership  alive.  As  the 
USA's  Housing  Partner,  that's  our  job. 


FannieMae 

The  USAs  Housing  Partner 


Ration  Has  Moved 
Will  The  Ne(t? 


nternationai  Business 


sion.  Three  automated  distribution  cen- 
ters complete  with  on-site  customs  in- 
spection enable  Amway  to  deliver  orders 
for  its  mostly  American-made  cleansers, 
housewares,  and  cosmetics  in  just  two 
days.  "We  face  no  middlemen,"  says  Je- 
rome H.  Rosenberg,  marketing  manager 
at  Amway  Japan.  "It's  a  fantastic  plus." 
And  Amway's  near-religious  zeal  ap- 
peals to  Japanese,  who  prefer  to  identify 
strongly  with  their  employers.  In  just  10 
years,  this  formula  has  whipped  Amway 
Japan's  sales  up  to  $524  million  for  1988, 
making  it  the  corporation's  top  overseas 
affiliate. 

As  in  the  U.  S.,  Amway  spurs  sales  by 
offering  30%  commissions,  bonuses,  and 
even  trips  abroad.  And  Amway's  pyrami- 
dal structure  generously  rewards  dis- 


450 


tributors  who  bring  new 
salespeople  into  their 
group.  Seto  and  others 
among  Amway's  top  50 
sellers  can  earn  nearly 
$200,000  a  year.  But  the 
average  distributor  takes 
in  only  $1,400.  Still,  dis- 
tributors say  that  the  un- 
usual brand  of  fraternal 
capitalism  dreamed  up 
by  Amway's  venerated 
American  founders  at- 
tracts them  as  much  as 
potential  earnings.  "Amway  brings  to- 
gether people  from  many  backgrounds 
into  one  happy  family,"  says  Seto. 

Amway  Japan's  broader  lines  have 
helped  it  shoot  past  such  rivals  as  Avon 


AMWAY'S  FAST  TRACK 
IN  JAPAN 

600,  
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A  MILLIONS  OF  DOLURS 

DAW.  AMWAY  CORP 


Products  Inc.  and  SI 
lee  Corp.,  recently 
chased  by  Yamanoi 
Pharmaceutical  Co. 
Amway  is  vying  with 
increasing  number 
Japanese  companies 
ger  to  imitate  its  succ 
And  the  trend  tow 
Japanese  women  goinj 
work  may  hurt.  "Am\ 
will  find  it  harder  to 
women  to  take  time 
for  these  Tupperwa 
type  parties,"  says  an  American  mar 
ing  executive  in  Tokyo.  So  even  Am 
may  soon  find  Japan  a  harder  sell. 

By  Ted  Holden  in  Tokyo,  with  Jame. 
Treece  in  Detroit 


MEXICO  I 


SALINAS  STRIKES 
BEFORE  THE  MINERS  CAN 


By  closing  Mexico's  huge  copper  mine,  he  has  unions  on  the  defensive 


exican  President  Carlos  Salinas 
I  de  Gortari  has  a  knack  for  beat- 
ling  his  enemies  to  the  punch. 
On  Aug.  20,  a  week  before  copper  work- 
ers at  Compafiia  Minera  de  Cananea 
planned  to  strike  for  higher  wages,  the 
Salinas  government  declared  the  na- 
tion's biggest  copper  mine  bankrupt, 
fired  its  3,200  workers,  and  sent  in 
troops  to  evict  the  miners.  A  day  later, 
Cananea,  35  miles  south  of  the  Arizona 
border,  was  still  full  of  soldiers  carrying 
automatic  rifles. 

So  goes  Salinas'  war  to  modernize 
Mexico.  His  strategy  is  to  break  the 
union  and  then  sell  off  the  company  to 
the  top  bidder.  Last  year,  with  the  union 
intact  and  foreign  investment  tightly 
regulated,  no  bidder 
met  the  government's 
$900  million  asking 
price  for  Cananea.  Now, 
with  the  union  broken 
and  foreigners  permit- 
ted 100%  ownership 
through  a  trust,  the 
mine  could  draw  bids 
topping  $1  billion.  Mexi- 
cana  de  Cobre,  a  mine 
with  smaller  reserves, 
sold  last  year  for  $1.4 
billion. 

BACKFIRING.  Despite 
Mexicans'  shock  over 
the  fate  of  Cananea — 
famed  for  a  labor  upris- 
ing against  an  Ameri- 
can owner  in  1906 — the 


President's  bold  stroke  will  likely  aid  his 
economic  program.  Workers  at  state 
companies  throughout  the  country,  from 
electric  utilities  to  railroads,  now  know 
that  the  mere  threat  of  a  strike  could 
cost  them  their  jobs.  This  show  of  re- 
solve is  sure  to  strengthen  Salinas'  hand 
in  ongoing  wage  negotiations  with  steel- 
workers.  It  will  also  soften  union  opposi- 
tion to  private  companies  entering  the 
telephone  and  petrochemical  businesses. 

Within  hours  of  the  closing,  army  heli- 
copters dropped  thousands  of  leaflets  on 
the  town  of  35,000,  promising  fair  sever- 
ance pay.  Government  officials  also  hur- 
ried to  the  airwaves  to  justify  the  move. 
They  said  the  company  was  overstaffed 
and  inefficient,  with  production  costs 


40%  higher  than  the  world  average, 
projected  sales  of  only  $100  million 
year  weren't  enough  for  the  companj 
service  its  $645  million  foreign  debt. 

But  union  officials  at  Cananea 
that  bureaucrats,  who  ran  the  mine 
ter  its  purchase  from  Anaconda  Cop 
Mining  Co.  in  1971,  drove  it  into 
ground.  Further,  they  predict  that  S 
nas'  strong-arm  tactics  will  eventu; 
backfire.  "The  government  signs 
crees  with  machine  guns,  and  pec 
don't  like  that,"   says  Raul  Rom 
Pontes,  a  union  representative. 

The  government  now  promises  to 
mote  Cananea  as  a  maquiladora 
ter — an  unlikely  prospect,  given  its  re 
tation  as  a  labor  hot  spot.  But  thei 
still  hope  for  the  town.  The  mount 
has  enough  copper  ore  to  last  50  m 
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'EL  PAS 
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SOLDIERS  AT  CANANEA:  A  UNION-FREE  OPERATION  WILL  FETCH  A  HIGHER  PRICE 


years.  New  owners 
sure  to  reopen  the  m 
with  perhaps  half 
former  work  force.  '. 
the  union's  treasu 
contract — "thick  as 
Bible,"  says  one  reti: 
mining  executive- 
history.  When  the 
owners  move  in,  tl 
can  write  their  own. 

By  Stephen  Baker 
Cananea,  with  Adriei 
G.  Bard  in  Mexico  Cii 
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AT  YOUR  SERVICE, 
WORLDWIDE. 


welcome  the  Diners  Club  Card: 


Acr  I  .inmis 
Air-India 
Alaska  Airlines 
American 

Airlines,  Inc. 
America  West 

Airlines 
Avianca  Airlines 
Braniff 
Cathay  Pacific 

Air\\ays  I  Jmited 
Continental  Airlines 
Delta  Air  Lines,  Inc. 
Kastern  Airlines 
Kcuatoriana 
Finnair 


Japan  Air  Lines 

KLM  Royal  Dutch ,  ; 
/Virlines  '  ' 

Korean  Air 
LanChile 
Mexicana 
Midway  Airlines 
Nortlmvst  Airlines 
Olympic  Airways 
Philippine  Airlines 
Qantas 

S.A.S. -Scandinavian 

Airlines  System 
Singapore  Airlines 
SouthwOst  Airlines 


riiai  Airways  International 
IWA 

United  Airlines 
US  Air/Piedmont 
Viasa 


®  Diners  C  lub  is  a  rcRislcrcd 
service  mark  of  Diners  Club 
International  lid.  ■  > 
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"I  don't  get  itWe  have  great 
Deople  in  the  field.  Why  can't 
:   they  get  to  our  customers?" 

I 


With  an  HP  sales  and  marketing 
information  system  you  can  make 
your  investment  work  harder 
For  your  sales  force,  HP  systems 
automate  an  array  of  tasks.  And 
provide  up-to-the-minute  infor- 
mation on  customers,  competition, 
and  prospects.  So  your  people 
can  spend  more  time  selling.  So 
your  people  can  sell  smarter 

Many  major  companies  have 
already  streamlined  their  sales 


Your  sales  and  marketing  effort 
is  one  of  your  biggest  investments. 
And  all  too  often  one  of  your 
least  productive. 

Hewlett-Packard  has  a  better  way. 


C'198i)  Hewlett  Packard  (  (Jiiipaiiy  IS02917 


ind  marketing  divisions  with  the 
lelp  of  Hewlett-Packard.  For 
)ne  company,  an  HP  system 
ncreased  sales  productivity  20%. 
•"or  another,  HP  introduced  a 
elemarketing  automation  system 
vhich  extended  calling  time  to 
12  hours  per  day.  And  boosted 
evenues  by  20%. 


These  and  other  success  stories 
are  the  result  of  HP's  closed  loop 
approach  to  information  man- 
agement. This  approach  gives 
feedback  to  every  arm  of  your 
marketing  effort.  So  everyone  has 
access  to  more  accurate,  more 
timely  information.  So  everyone 
can  be  more  productive. 

Today,  if  you  qualify  for  our  special 
Sales  and  Marketing  Pilot  Program, 
we'll  guarantee  your  company 
improved  productivity  with  an 


HP  system.  To  find  out  mor(>  about 
this  uni(}ue  offer,  call  us  at 
1  800-752  0900,  Ext.  604G. 

There  is  a  better  way. 


HEWLETT 
PACKARD 
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VENEZUELANS  VOTED  FOR  REFORM— 

AND  GOT  MORE  THAN  THEY  BARGAINED  FOR 


I 


From  Mexico  to  Argentina,  leaders  in  major  Latin  Ameri- 
can countries  are  trying  to  break  away  from  traditional 
protectionism  and  state  intervention  to  encourage  freer 
markets  and  private  enterprise.  Nowhere  is  tlie  shift  more 
dramatic  than  in  Venezuela  under  President  Carlos  Andres 
Perez.  A  populist  big  spender  in  his  first  presidential  term 
from  1974  to  1979,  Perez  has  returned  as  a  pragmatic  econom- 
ic reformer  in  his  second,  which  began  on  Feb.  2. 

Perez,  67,  has  had  little  choice  but  to  switch  roles  because  of 
the  economic  pressures  on  Venezuela,  as  on  most  Latin  coun- 
tries, from  prolonged  recession  and  crushing  foreign  debt.  As 
leader  of  the  center-left  Democratic  Ac- 
tion Party,  Perez  still  serves  as  a  vice- 
president  of  the  Socialist  International. 
But  his  turnabout  also  reflects  the 
spread  of  free-market  economic  thinking 
in  Latin  America — somewhat  belatedly, 
considering  that  such  ideas  have  made 
inroads  even  in  China  and  Russia. 
JEKYLL  AND  HYDE.  Still,  many  Venezue- 
lans who  recall  the  openhanded  Perez  of 
the  oil-boom  years  must  feel  as  if  they 
voted  for  Dr.  Jekyll  in  last  December's 
election  but  got  Mr.  Hyde.  Perez'  aus- 
tere program,  drawn  up  by  Yale  University-educated  Planning 
Minister  Miguel  A.  Rodriguez  and  a  mostly  technocratic  Cabi- 
net, abolished  price  controls,  unified  exchange  rates,  and  cut 
tariffs.  It  calls  for  privatizing  hotels,  banks,  and  other  state- 
owned  companies  and  aims  to  encourage  foreign  investment. 
But  soon  after  Perez  took  office,  300  Venezuelans  died  and 
1,800  were  injured  in  rioting  against  price  hikes  on  key  prod- 
ucts and  services. 

Since  then,  protests  against  the  belt-tightening  have  ranged 
from  a  one-day  general  strike  to  a  middle-class  demonstration 
against  higher  mortgage  rates.  Unemployment,  estimated  at 
107'  to  117,  could  rise  sharply  after  a  freeze  on  firing  expires 
in  mid-September.  And  foreign  investors  remain  skittish,  part- 
ly because  of  a  judge's  sweeping  investigation  of  alleged 


1974.  And  inflation. 


PEREZ;  AN  EYE  ON  THE  HISTORY  BOOKS 


abuses  of  subsidized  exchange  rates  for  imports  under  P( 
predecessor.  The  investigation,  called  a  "witch-hunt"  by  s 
businessmen,  has  prompted  executives  of  Ford  Motor  , 
Pillsbury  Co.,  and  other  multinationals  to  leave  the  countj 
Perez  insists  he  won't  waver.  To  restructure  Venezufji 
economy,  he  warned  recently,  "the  experiences  that  we 
going  through  are  inevitable."  The  program  is  showing^ 
suits.  The  International  Monetary  Fund  in  June  apprcj 
loans  to  Venezuela  totaling  $4.6  billion,  and  the  World  B 
agreed  to  $755  million  in  loans,  the  first  for  Caracas  sf 
a  key  measure  of  Perez'  success,  drof 
from  217  in  March  to  2.57  in  Julj 
was  expected  to  fall  to  27  in  Aug 
according  to  economist  Pedro  A.  Pal 
To  win  backing  for  his  policies,  Pi 
is  pursuing  concertacion,  or  consen 
building  among  diverse  intere 
Eduardo  Fernandez,  leader  of  the 
ter-right  rival  party,  Copei,  is  muting 
opposition  to  Perez'  program.  Le 
unions  have  dropped  demands  for  w 
indexing  in  hopes  of  persuading  Pere 
extend  the  firing  freeze  to  yearend. 
assigning  more  judges  to  wind  up 
foreign-exchange  probe  is  expected  to  defuse  that  issue.  P( 
is  also  pushing  long-debated  political  reforms  that  w( 
weaken  the  grip  of  party  machines  by  giving  voters  the  cha 
to  cast  ballots  for  individual  candidates  in  municipal  and  s 
elections.  Up  to  now,  they  have  been  limited  to  chooi 
among  full  party  slates.  Not  surprisingly,  that  proposal  ii 
stiff  opposition  from  politicians  within  Perez'  own  party. 

Still,  if  anyone  can  push  through  the  reforms  that  Vene; 
la  needs,  it  is  probably  Perez.  At  67,  says  an  associate,  h 
"working  for  the  history  books" — with  one  eye  on  a  role  as 
influential  elder  statesman  in  the  international  arena.  1 
prospect  will  dim,  though,  if  Perez'  reforms  don't  work — 
Venezuela's  prospects  will  be  even  dimmer. 

By  Gail  DeGeorge  in  Can 


GLOBAL  WRAPUP I 


HUNGARY 


'  usiness  deals  spurred  by  market- 
'oriented  reforms  are  giving  Hun- 
gai-y's  economy  a  Western  look.  On 
Aug.  18,  Getz  Corp.,  a  San  Francisco 
trading  company,  announced  the  first 
1007  acquisition  of  a  Hungarian  busi- 
ness by  a  U.  S.  firm.  Getz  bought  In- 
tercooperation  Co.,  a  Budapest  trading 
and  construction  company  with  1988 
sales  of  $71  million,  from  Investor,  a 
holding  company  set  up  by  the  Trade 
Ministry.  Getz  plans  to  base  its  Euro- 
pean operations  in  Budapest. 

Citibank,  meanwhile,  has  financed 
Hungary's  first  management  buyout,  a 
$12  million  deal  led  by  38-year-old  An- 


dras  Kardos.  The  buyout  privatizes 
state-owned  Apisz,  a  stationery  retailer 
with  sales  of  $86  million.  Citicorp  owns 
a  307  stake,  and  Austrian  businessman 
Ladislau  Berger  holds  157.  Kardos  and 
his  team  are  now  free  to  adopt  West- 
ern business  practices — and  to  think 
about  eventually  going  public  on  Hun- 
gary's new  stock  exchange. 

ISRAEL  

Economic  ties,  which  often  lead  to 
formal  diplomatic  relations,  are  ex- 
panding rapidly  between  Jerusalem 
and  Moscow.  "The  first  Israeli-Soviet 
joint  venture,  called  Agrimir,  started 
up  in  Moscow  in  August  to  promote 
agricultural  development.  The  Soviets 


are  expected  to  sell  raw  materials 
Israel  in  return  for  farm  products  a: 
know-how — such  as  the  cows  and  mi' 
ing  technology  supplied  by  Israel 
this  venture's  first  exchange. 

Moscow  is  also  developing  ties  wi 
Israeli  high-tech  companies.  Elsci 
Ltd.  is  negotiating  to  build  a  Sovi 
plant  to  make  medical  imaging  equ; 
nient.  And  a  trade  delegation  from 
viet  Georgia  even  invited  hardline  Coi 
merce  &  Industry  Minister  Ari 
Sharon  to  visit  the  Georgian  Republ 
Moscow,  worried  about  Arab  reactio 
appears  to  be  quashing  that  idea.  B 
members  of  Israel's  Georgian  comm 
nity  have  set  up  several  joint-ventu 
plants  in  their  former  home  republic 
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tAfburSeasonsHotdlTie 

RoomNever  Closes. 


ItSimplyRelocates. 


Ve  observe  a  rather  unique 
^  jx)licy  at  Four  Seasons 
^:  die  proper  time  for  serving 
■cbss  meal  is  whenever  your 
ite  desires  it. 

Vnd  if  by  chance  the  serving 
^  of  our  restaurants  don't 
ide  with  your  schedule,  we'll 
the  restaurants  to  you . 
The  same  master  chefs  who 
ive  the  delicacies  sewed  in 


our  Four  Seasons  dining  rooms 
also  prepare  their  exquisite  crea- 
tions for  your  private  pleasure. 

You  receive  our  restaurants' 
impeccable  table  service  in  your 
guest  room,  as  well. 

And  this  obsessiveness  with 
your  personal  comfort  extends 
throughout  our  entire  opera- 
tion. iFat  any  time,  for  example, 
you  should  require  a  car  a  typist. 


fresh  linens  or  fresh  ice,  you  will 
note  that  the  Four  Seasons  staff 
stands  ready  at  all  times. 

So,  when  next  you  travel, 
come  stay  witli  us.  You'll  discover 
a  refreshing  difference.  At  a  Four 
Seasons  Hotel,  attentiveness  never 
goes  off  duty 

Four  Seasons  Hotels 
and  Resorts 


.  Late  night  room  service  at  Four  Seasons  Hotel,  Los  Angeles. 


DS'IA'l  lis  Auiti/i.  Boston.  Chicago.  Chtcaga  ( The  Ritz-Ctjr/tori ) .  HoiMon  (Cmter).  Houston  { Inn  on  the  Park).  Los  Angeles.  New  YorklThe  Pterre).  Keuport  Beaeh  Cali> 
iMphia.  San  Francisco.  Seattle.  Washington  D .C .  CANADA:  Montreal (LeQuatreSaisons).  Ottawa.  Toronto.  Toronto  ( Inn  on  the  Park ).  Vamouver.  UNITED  KINGDOM. 
idnnontheParkj. JAPAN:  Tokyo(1991).  RESORTS:  CarMain  (Nei'is.  W.I. .1990).  Dallas  ( Las  Colirias).  Mai/i  fWailea.  I9H9).  Santa  Barbara  (The  Biltmore).  Canada 
i  Minakt  Lodge).  For  resen'atwns  w  the  U.S.  call  ( 800)  332-3442:  in  Canada  call  ( 800)  268-6282  or  call  your  travel  agent. 


What  makes  Kodak  copiers  so  reliable?  The 
people  who  build  them  say  it's  their  individua 
and  collective  obsession  with  quality. 
We  think  they're  right. 

For  years  now,  Kodak  copiers  have  been 
acknowledged  leaders  in  quality  and  reliability. 
But  the  people  who  build  them  set  out  to  make 
them  even  better  By  making  people  individual! 
responsible  for  the  quality  of  what  they  build. 
Productivity  soared,  and  quality  soared  along  u 
it.  Each  of  us  is  personally,  permanently  involvei 
When  you  happen  to  need  service,  our 
people  are  the  best  around.  But  the  qualit 
^^ihat's  built  into  Kodak  copiers  gives  them 
Wr^     H         ^  ^'^  /lead  start!  For  details, 
Ej.  ^  ■   call  1 800  255-3434,  Ext.  m 

D  Quality: 
Jm  i         The  Kodak  copier  advantage 


IT'S  THE 

QUAUTY! 


n 


The  new  vision  of  Kodak 
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Kodak  copiers  stay  reliable  because  Kodak 
copier  service  people  are  well  trained 
and  equipped.  We  couldn't  agree  more. 

Kodak  copier  service  people  spend  an  average  of 
one  day  out  of  every  two  weeks  in  training 
courses.  We've  initiated  systems  that  not  only  help 
us  respond  fast  to  a  service  call,  but  supply 
the  lifetime  service  history  of  the  copier  That 
means  we  arrive  knowing  what  needs  to  be  done, 
and  with  the  right  tools.  A  computerized 
system  keeps  us  on-line  with  the  accumulated 
experience  of  every  other  Kodak  copier  we've  ever 
installed.  We  fix  it  right  the  first  time;  you're 
back  in  production  right  away. 

By  all  means,  Kodak  copiers  are  the  best- 

« built  in  the  industry.  But  the  finest  equipment 
is  only  as  good  as  the  serv/ce  that  comes 
'  B  >*      with  it.  For  details,  call 
— ^  ^  '     1800  255-3434,  Ext.  125. 


Service: 
The  Kodak  copier  advantage. 


ITS  THE 
SERVIGE! 


n 


The  new  vision  of  Kodak 
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INTERNATIONAL  LAW  I 


U.S.  LAW  FIRMS 

JUST  CAN'T  WIN  IN  TOKYO 


Japanese  rules  lock  out  foreigners  from  much  of  the  business 


In  April,  1987,  lawyer  Mitchell  Brock 
and  his  partners  at  New  York's  Sulli- 
van &  Cromwell  were  celebrating. 
After  years  of  closing  its  door  to  foreign 
lawyers,  Japan  had  just  grudgingly 
agreed  to  let  them  put  up  their  shingles. 
Brock  set  up  shop  in  Tokyo  near  the 
Imperial  Palace,  aiming  to  help  U.  S. 
companies  do  business  in  Japan  and  lure 
local  clients  hungry  for  Ameri- 
can real  estate  and  investments. 
Soon,  20  other  U.  S.  firms  joined 
him.  "When  it  became  possible 
to  be  in  Tokyo,"  says  Brock,  "in 
a  sense,  it  became  mandatory." 

But  U.  S.  law  firms  in  Japan 
are  discovering  that  the  door  is 
only  halfway  open.  Non-Japa- 
nese lawyers  are  denied  rights 
that  Japanese  lawyers  enjoy  in 
the  U.  S.  The  most  crucial:  the 
right  to  hire  and  form  partner- 
ships with  local  lawyers,  or  ben- 
goshi,  the  only  ones  who  may 
handle  cases  involving  the  appli- 
cation of  Japanese  law.  So  in 
many  cases,  American  firms  in 
Tokyo  cannot  advise  clients.  By 
contrast,  American  firms  in 
London,  Paris,  and  Brussels  can 
hire  local  attorneys  to  handle 
referrals  for  U.  S.  companies. 
WHAT'S  IN  A  NAME?  U.  S.  law- 
yers aren't  demanding  the  right 
to  practice  Japanese  law  on 
their  own.  But  since  they're 
pouring  cash  into  Tokyo,  where 
rents  and  living  expenses  are 
often  triple  those  in  New  York, 
they  want  access  to  the  entire 
legal  market.  Even  firms  that 
are  making  money  helping  the 
Japanese  do  deals  in  the  U.  S. 
are  upset.  "We're  in  a  position  to  satisfy 
all  the  needs  of  Japanese  companies 
looking  abroad,  but  we  can't  be  of  much 
help  to  our  other  clients"  in  Japan,  says 
Robert  T.  Greig,  a  partner  at  Cleary, 
Gottlieb,  Steen  &  Hamilton's  Tokyo  of- 
fice. His  firm  just  advised  Kobe  Steel 
Ltd.  on  a  joint  venture  with  USX  Corp.  to 
make  steel  in  Lorain,  Ohio. 

Some  restrictions  on  U.  S.  law  firms 
are  merely  annoying.  One  requires  for- 
eign lawyers  to  open  offices  in  their  own 


names:  Gibson,  Dunn  &  Crutcher  is 
known  in  Japan  as  Wintrode  Law  Office 
after  its  resident  partner  Ralph  C.  Win- 
trode— and  was  known  as  S.  Linn  Wil- 
liams Law  Office  until  April,  when  Wil- 
liams became  deputy  U.  S.  Trade 
Representative.  Says  Williams:  "You 
wouldn't  believe  the  amount  of  discus- 
sion that  must  take  place  over  a  simple 


issue  like  how  to  answer  the  telephone." 

Of  more  concern  to  critics  is  the  dou- 
ble standard  Japan  seems  to  be  apply- 
ing. While  U.  S.  firms  in  Toyko  are 
barred  from  rounding  out  their  practices 
by  hiring  Japanese  lawyers,  bengoshi 
regularly  hire  young  American  attor- 
neys in  Tokyo  to  help  them  with  U.  S. 
law  and  English.  In  the  U.  S.,  by  con- 
trast, eight  states  and  the  District  of 
Columbia  have  passed  so-called  foreign- 
consultant  rules  since  New  York  did  it  in 


1974.  These  give  Japanese  lawyers 
tain  rights  without  having  to  take 
bar  exam.  In  New  York,  for  exampli 
bengoshi  may  open  an  office  (tho 
none  has  yet),  hire  American  lawy! 
and  give  advice  on  state  law  if  he 
suits  a  U.  S.  lawyer  first.  States  \; 
similar  rules  include  California  and  N 
Jersey — with  New  York,  the  busir 
centers  most  likely  to  attract  beyigrm 
Some  experts  worry  that  the  im, 
ance  in  the  rules  governing  legal  ! 
vices  could  aggravate  U.  S. -Japan 
trade  problems.  The  Japanese  Fed 
tion  of  Bar  Associations,  or  Nichibeni 
adamantly  opposes  changes.  It  m 
that  some  42  states  lack  foreign-con 
tant  rules  and  that  Illinois  rejectee 
proposal  three  years  ago.  "They  wan 
keep  us  out,"  insists  Akio  Ozaki,  N 
benren's  deputy  secretary  general. 

U.  S.  Trade  Representative  < 
la  A.  Hills  in  April  included 
gal  services  on  a  list  of  diso 
natory  trade  practices  that 
intends  to  monitor  until 
spring.  If  Japan  fails  to  ease 
resti'ictions.  Hills  could  then 
mand  negotiations. 
PROPER  CHANNELS.  Indeed, 
American  clients  of  some  I 
law  firms  question  whet 
they  can  get  adequate  cou 
in  Japan  if  they  have  to 
only  on  bengoshi,  whose  le 
training  and,  some  argue,  m 
vation,  differ  from  that  of  U 
attorneys.  The  "Japanese  so 
ethic  does  not  condone  aggi 
sive  representation  of  fore 
interests,"  says  John  P.  St( 
an  executive  at  the  Ameri( 
Electronics  Assn.'s  Japan  offi' 
Adds  John  E.  Perry  Jr.,  le; 
affairs  chairman  at  the  U 
Chamber  of  Commerce  in 
pan;  "U.  S.  companies  want 
liire  someone  who'll  repres* 
their  interests,  not  those  of  J 
anese  society." 

Case  in  point:  David  S.  Gi 
man,  a  Los  Angeles  lawyer  w 
U.  S.  clients  in  Japan,  recalls 
taining  a  bengoshi  on  behalf 
an  American  manufacturer 
stop  a  trademark  infringer.  Guttni 
"specifically  instructed"  the  Japam; 
lawyer  to  file  multiple  petitions  to  atti 
the  infringer  on  more  than  one  fro 
The  bengoshi'a  response  was,  " 'Y 
can't  do  that,'  "  Guttman  recalls.  But 
knew  he  could.  Says  Guttman:  "This 
made  up  a  rule  that  didn't  exist.  He  ji 
assumed  the  government  wouldn't 
prove  of  such  an  aggressive  attack." 

U.  S.  law  firms  sought  the  right 
hire  bengoshi  when  negotiations  to  op 
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To  communicate  or  not  to 
)mmunicate?  If  we  got  into 
)  much  trouble  by  communi- 
iting,  then,  of  course,  we 
lould  stop  communicating, 
ad  people  do  stop  commu- 
cating  to  their  families,  their 
jsband  or  wife,  their  friends 
"  co-workers.  But  that's  not 
e  answer. 


More  communication,  not 
less,  will  resolve  any  situation. 
With  Scientology^  philosophy, 
you  can  learn  how  to  commu- 
nicate better.  Success  and  hap- 
piness depend  on  knowing 
the  skills  of  communication. 

For  a  free  information 
brochure  call  1-800-334-LIFE. 


Scientology 


Improving  Life  in  a  Troubled  World 


Copyrighi  ©  19fi9  Chutch  of  Scieniology  Iniernational  'kwnrologv  is  a  rejiisicicd 
trademark  owned  by  RTC  and  is  used  with  ils  permission 
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Government  Bans  Most  Baldness  Treatments 


WASHINGTON.  July  7    The 

Food  and  Drug  Administraiion  said  to- 
day that  It  was  banning  the  sale  of  non- 
prescription creams  and  lotions  whose 
manufacturers  assert  would  grow  hair 
or  prevent  baldness  The  agency  said 
the  products  had  not  proved  effective 

The  agency  said  m  The  Federal 
Register  thai  the  ban  applied  to  prod- 
ucts available  without  a  prescription 
that  are  used  externally,  These 
ucts  are  usually  soh  ^ 


The  Food  and  Drug  Administration 
also  said  there  was  no  evidence  that 
vitamins,  food  supplements  or  other 
products  taken  orally  would  retard 
baldness  or  grow  hair  The  agency  said 
n  would  remove  these  products  from 
the  market  if  their  distributors  con- 
tinue to  make  such  claims. 
Prescription  Dru| 

The  only 


pany  and  sold  under  the  name  Rogaine, 
The  F  D  A  ban  is  based  on  a  recom- 
mendation of  an  advisory  panel  that 
evaluated  a  number  of  ingredients,  in- 
cluding lanolin,  olive  oil.  wheat  germ 
oil  and  vitamins  The  panel  found  none 
of  these  prevented  baldness  or 
promoted  hair  growth. 

^JEW  YORK  TIMES 


The  good  news  is 
there's  one  product  that's 
proven  to  grow  hain>> 

Ro^ain^ 

SOLUTION  ^minoxidil  2% 


Rogaim  is  the  only  product  that's  ever 
been  proven  to  grow  hair  Rogninc  is  made 
by  The  Upjohn  Company  and  its  active 
ingredient  is  minoxidil,  kogainc  has  been 
avaOable  by  a  doctor's  prescription  since 
September  of  1988  for  male  pattern  bald- 
ness of  the  crown. 

The  one  and  only,  according  to  the 
Food  and  Drug  Administration 
(FDA). 

You  may  have  read  in  the  news  lately 
about  other  products  that  claim  to  grow 
hair  or  prevent  hair  loss. 

A  recent  ruling  by  the  FDA  recognized 
that  only  Rogaiue  has  been  proven  to  be 
effective  and  safe  for  hair  growth.  Further, 
the  FDA  stated  that  the  ingredients  in  all 
other  products  that  say  they  grow  hair  or 
prevent  hair  loss  are  "ineffective."  It  rec- 
ommended that  "these  products  be 
eliminated  from  the. . .  market." 

Rogaine  grows  hair  for  a  good 
percentage  of  men. 

Your  doctor  will  help  you  determine 
how  good  a  candidate  you  are  for  treat- 
ment with  Ro'^atiic.  Each  individual 
responds  differently. 

In  medical  tests  conducted  by  doctors 
on  men  throughout  the  Unitecl  States 
over  a  twelve-month  period,  it  was 
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Upjohn 


Upjohn 


The  UDIOhci  Compan 


proven  that  Rogaine  grew  hair:  39%  had 
moderate  to  dense  regrowth,  37%  had 
minimal  regrowth,  13%  grew  soft, 
downy,  colorless  hair  that  was  barely  visi- 
ble, and  11%  had  no  regrowth.  (In  these 
same  medical  tests,  the  men  using 
Rogaine  evaluated  their  moderate  to  dense 
regrowth  at  an  even  higher  rate,  48%i). 

Few  of  the  men  in  the  tests  reported 
side  effects.  The  most  common  side  effect 
of  Rogaine  was  itching  of  the  scalp,  which 
occurred  in  5%  of  the  men. 

Generally,  it  takes  four  months  of  use 
before  there  is  evidence  of  regrowth. 

Nearly  two  million  men 
have  started  using  Rogaine. 
Should  you? 

More  and  more  doctors  are  confidently 
prescribing  Rogaine  for  more  and  more 
men  every  day. 

If  the  FDA  ruling  hasn't  convinced  you 
to  try  it,  consider  tliis  fact:  two  million 
men  have  tried  it  already. 

It  just  might  work  for  you. 

So  call  your  doctor  for  an  appointment. 
Or,  for  more  informahon,  a  list  of  doctors 
near  you,  and  a  cerhficate  worth  $10  as  an 
incentive  to  visit  your  doctor  (sorry,  this 
offer  is  available  for  men  only),  call  the  toll 
free  number  below. 

1-800-253-7300,  ext.  401. 

For  a  summary  of  product  information, 
see  adjoining  page. 


The  only  product  ever  proven 
to  grow  hair. 

Ro<iaine 


ROGAINE  Topical  Solution 
(minoiidll  2%) 
What  Is  R06AINE7 

ROGAINE  Topical  Solution,  discovered  and  made  by  The  Upjotin  Company,  is  a  standardized  topical  (tor  use  only  on  the  skin) 
prescription  medication  proved  efteclive  tor  the  long-term  treatment  ot  male  pattern  baldness  ot  the  crown 

ROGAINE  IS  the  only  topical  solution  ot  minoxidil  Minoxidil  in  tablet  torm  has  been  used  since  1980  to  lower  blood  pressure 
The  use  ot  minoxidil  tablets  is  limited  to  treatment  ot  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  in 
tablet  form  is  used  to  lower  blood  pressure,  certain  effects  that  merit  your  attention  may  occur  These  ettects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  of  absorption  of  minoxidil,  much  lower  than  that  ot  persons 
being  treated  with  minoxidil  tablets  for  high  blood  pressure  Therefore,  the  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  effects  associated  with  minoxidil  tablets  is  very  small  In  fact,  none  of  these  effects  has  been  directly 
attributed  to  ROGAINE  in  clinical  studies 
How  soon  can  I  sxpect  results  tfom  using  ROGAINE? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  taster  results  than  others,  others  may  respond  with  a  slower  rate  of  hatr  growth  You 
should  not  expect  visible  growth  in  less  than  lour  months 
If  I  respond  to  ROGAINE,  what  will  the  hair  look  like? 

If  you  have  very  little  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  soft,  downy,  colorless  hair  that  is  barely 
visib'e  After  further  treatment  the  new  hair  should  tie  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  If  you  start 
with  substantial  hair,  the  new  hair  should  be  ot  the  same  color  and  thickness  as  the  rest  of  your  hair 
How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  IS  a  treatment,  not  a  cure  If  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  after  a  reasonable  period  of  time  (at 
least  four  months  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
HVhat  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

II  you  stop  using  ROGAINE.  you  wtll  probably  shed  the  new  hair  within  a  lew  months  after  stopping  treatment 

What  is  the  dosage  of  ROGAINE? 

You  should  apply  a  1  mL  dose  ot  ROGAINE  two  limes  a  day,  once  tn  the  morning  and  once  at  night,  before  bedtime  Each 
bottle  should  last  about  30  days  (one  month)  The  appiicalors  m  each  package  of  ROGAINE  are  designed  to  apply  the  correct 
amount  ot  ROGAINE  with  each  application  Please  refer  to  the  Instructions  for  Use 
What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

It  you  miss  one  or  two  daily  applications  of  ROGAINE,  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  You  sh  'Uld  not  attempt  to  make  up  for  missed  applications 
Can  I  use  ROGAINE  more  than  twice  a  day?  Will  II  work  fatter? 

No  Studies  by  The  U.  lohn  Company  have  been  carefully  conducted  to  determine  the  correct  amount  ot  ROGAINE  to  use  to 
obtain  the  most  satisfactory  results  More  frequent  applications  or  use  ot  larger  doses  (more  than  one  mL  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  ot  hair  growth  and  may  increase  the  possibility  of  side  eflects 
What  are  the  most  common  side  effects  reported  In  clinical  studies  with  ROGAINE? 

Studies  ot  patients  using  ROGAINE  have  shown  that  the  most  common  adverse  effects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skin  irritations  ot  the  treated  area  ot  the  scalp  About  5%  of  patients  had  these 
complaints 

Other  side  effects,  including  light-headedness,  dizziness,  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 

What  are  tome  of  the  tide  effects  people  hafe  reported? 

The  frequency  of  side  effects  listed  below  was  similar,  except  tor  dermatologic  reactions,  m  the  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis,  upper  respiratory  intection,  sinusitis).  Dermatologic  (irritant  or  allergic  contact  dermatitis, 
eczema,  hypertrichosis,  local  erythema,  pruritus,  dry  skin/scalp  llaking,  exacerbation  of  hair  loss,  alopecia).  Gastrointestinal 
(diarrhea,  nausea,  vomiting),  Neurology  (headache,  dizziness,  laintness,  light-headedness),  Musculoskeletal  (fractures,  back 
pain,  tendinitis).  Cardiovascular  (edema,  chest  pain,  blood  pressure  increases/decreases,  palpitation,  pulse  rate  increases/ 
decreases).  Allergy  (nonspecific  allergic  reactions,  hives,  allergic  rhinitis,  facial  swelling  and  sensitivity).  Special  Senses 
(conjunctivitis,  ear  infections,  vertigo,  visual  disturbances,  including  decreased  visual  acuity),  Metabolic  Nutritional  {edemi. 
weight  gam),  Urinary  Tract  (urinary  tract  infections,  renal  calculi,  urethritis),  Genital  Tract  (prostatitis,  epididymitis,  sexual 
dysfunction),  Psychiatric  (anxiety,  depression,  latigue),  Hematology  (lymphadenopathy,  thrombocytopenia).  Endocrine 
Individuals  who  are  hypersensitive  to  minoxidil,  propylene  glycol,  or  ethanol  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ot  the  eyes,  mucous  membranes,  or 
sensitive  skin  areas  It  ROGAINE  accidentally  gets  into  these  areas,  bathe  the  area  with  large  amounts  ot  cool  tap  water  Contact 
your  doctor  if  irritation  persists 

What  are  the  possible  tide  etfectt  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Although  serious  side  effects  have  not  been  attributed  to  ROGAINE  m  clmical  studies,  there  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  in  ROGAINE  Topical  Solution  is  the  same  as  m  minoxidil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries,  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  ot  tluid  and  increased  heart  rate  The  following  effects  have  occurred 
in  some  patients  taking  minoxidil  tablets  for  high  blood  pressure 

Increased  heart  rate  Some  patients  have  reported  that  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute. 
Rapid  weight  gam  of  more  than  5  pounds  or  swelling  (edema)  of  the  lace,  hands,  ankles,  or  stomach  area,  Oitticulty  m 
breathing,  especially  when  lying  down,  a  result  ot  an  increase  m  body  tluids  or  fluid  around  the  heart.  Worsening  of,  or  new 
onset  of,  angina  pectoris 

When  R0(5AINE  Topical  Solution  is  used  on  normal  skm,  very  little  minoxidil  is  absorbed  and  the  possible  eflects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  of  ROGAINE  II,  however,  you  experience  any  ot  the  possible  side  effects 
listed,  discontinue  use  ot  ROGAINE  and  consult  your  doctor  Presumably,  such  eflects  would  be  most  likely  it  greater 
absorption  occurred,  e  g  ,  because  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  than  recommended 
amounts 

In  animal  studies,  minoxidil,  in  doses  higher  than  would  be  obtained  from  topical  use  in  people,  has  caused  important  heart 
structure  damage  This  kind  of  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  for  high  blood  pressure  at  effective 
doses 

What  factors  may  Increase  the  risk  of  terlout  tide  effectt  with  ROGAINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  ol  or  predisposition  to  heart  lailure 
would  be  al  particular  risk  il  systemic  effects  (that  is,  increased  heart  rate  or  fluid  retention)  of  minoxidil  were  to  occur 
Physicians,  and  patients  with  these  kinds  ot  underlying  diseases,  should  be  conscious  ot  the  potential  risk  of  treatment  it  they 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  the  scalp  and  should  not  be  used  on  other  parls  ol  the  body,  because  absorption  o! 
minoxidil  may  be  increased  and  the  risk  ol  side  effects  may  become  greater  You  should  not  use  ROGAINE  it  your  scalp  becomes 
irritated  or  is  sunburned,  and  you  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 
Can  men  with  high  blood  pressure  use  ROGAINE? 

Individuals  with  hypertension,  including  those  under  treatment  with  antihypertensive  agents,  can  use  ROGAINE  but  should 
be  monitored  closely  by  their  doctor  Patients  taking  guanethidine  tor  high  blood  pressure  should  not  use  ROGAINE 
Should  any  precautions  bo  followed? 

Individuals  using  ROGAINE  Should  be  monitored  by  their  physician  one  month  after  starting  ROGAINE  and  at  least  every  six 
months  afterward  Discontinue  ROGAINE  if  systemic  effects  occur 

Do  not  use  it  in  conjunction  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  lor  topical  use  only  Each  mL  contains  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  systemic  eflects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  effects  on  labor  and  delivery  are  not  known  Pediatric  use  Safety  and  etlecliveness  has  not  been  established 
under  age  t8 

Caution  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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Japan's  legal  market  began  in  1982.  But 
they  dropped  the  issue  after  Nichibenren 
protested.  Perhaps  understandably,  it 
envisioned  hordes  of  litigious  Americans 
flooding  Japan  and  poisoning  its  concilia- 
tory society.  So  far,  though,  only  49  for- 
eign lawyers  have  registered,  34  of  them 
from  the  U.  S. 

'LEGAL  IMPERIALISM.'  Bengoshi  continue 
to  use  cultural  arguments  to  deny  non- 
Japanese  lawyers  greater  freedom.  One 
concern  is  that  American  lawyers,  if  al- 
lowed to  hire  bengoshi,  will  promote  ag- 
gressive U.  S.-style  litigation  after  all. 
"New  York  lawyers  have  no  right  to 
force  their  ways  around  the  world,"  says 
Kunio  Hamada  of  Hamada  &  Matsumo- 
to  in  Tokyo.  "It's  a  kind  of  legal  imperi- 
alism." Others  worry  that  U.  S.  methods 
will  upset  Japan's  tradition  of  informal 
dialogue  among  bureaucrats,  lawyers, 
and  businessmen.  "There  are  societal 


A  SAMPLING  OF  U.S. 
LEGAL  TALENT  IN  JAPAN 


Firm 

Partners* 

Associates 

Milbank,  Tweed,  Hadley 
&  McCloy 

3 

3 

Skadden,  Arps,  Slate, 
Meagher  &  Flom 

1 

2 

Sullivan  &  Cromwell 

1 

2 

Coudert  Brothers 

2 

2 

Cleary,  Gottlieb, 
Steen  &  Hamilton 

2 

2 

Gibson,  Dunn  &  Crutcher 

1 

1 

'Licensed  in  Japan 


things  which  are  very  difficult  for  for- 
eigners to  learn,"  says  Toshiro  Nishi- 
mura  of  Nishimura  &  Sanada. 

Just  below  this  cultural  veneer  lie 
some  deep  economic  concerns.  Fewer 
than  500  of  Japan's  13,000  lawyers  han- 
dle international  work.  Losing  even  one 
of  them  to  a  foreign  law  firm  in  Tokyo  is 
unacceptable  to  Japanese  partnerships. 

The  tide  may  be  gradually  turning. 
Last  year,  the  Japanese  Ministry  of  In- 
ternational Trade  &  Industry  called  the 
treatment  of  foreign  lawyers  in  Japan 
"discriminatory."  And  the  issue  could 
heat  up  in  the  U.  S.  if,  as  rumored,  the 
Japanese  law  office  Nagashima  &  Ohno 
opens  this  year  under  New  York's  for- 
eign-consultant rules.  "It's  time  to  con- 
sider changes,"  says  Deputy  Trade  Rep- 
resentative Williams.  In  October,  U.  S. 
and  Japanese  trade  negotiators  will  re- 
view access  to  Japan's  law  market.  Still, 
considering  how  slowly  the  door  has 
opened,  it  could  be  years  before  Japan 
warms  its  welcome  to  foreign  lawyers. 

By  Ted  Holden  in  Tokyo,  with  Paul  Mag- 
nusson  in  Washington  and  Michele  Galen 
in  New  York 
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CONSULTANTS! 


THE  WORKINGMAN'S  MAN 
AT  THE  TAKEOVER  TABLE 


Brian  Freeman  is  a  master  at  making  labor  a  player 


FREEMAN  WITH  BAGGAGE  HANDLER  RICHARD  CONFER:  FIGHTING  FOR  JOB  SECURITY 


It  was  a  Monday  morning  in  1985,  and 
Shearson  Lehman  Brothers  Vice- 
Chairman  Peter  Solomon  kept  check- 
ing his  watch.  Having  long  tried  to  lure 
hotshot  investment  banker  Brian  Free- 
man to  his  firm,  Solomon  had  finally 
persuaded  him  to  leave  behind  his  work 
as  a  labor  union  adviser  and  run  Shear- 
son's  leveraged-buyout  group.  But  Free- 
man never  showed  up.  He  called  Solo- 
mon to  say  that  Trans  World  Airlines 
Inc.  was  in  play  and  he  had  to  help  the 
machinists  plot  takeover  strategy. 

Four  years  later,  Freeman,  44,  is  still 
plotting.  This  time,  it's  for  the  machin- 
ists at  United  Airlines  Inc.'s  parent,  UAL 
Corp.  The  airline  was  put  into  play  earli- 
er this  month  with  a  $5.4  billion  bid  from 
investor  Marvin  Davis.  He  has  upped  his 
offer  to  $6.2  billion,  and  others  are  said 
to  be  pondering  bids,  including  British 
Airways  PLC  and  Robert  M.  Bass. 
BLESSINGS.  Freeman  would  like  to  help 
crown  the  winner.  Machinists'  wages 
represent  a  huge  34%  of  UAL's  labor 
costs,  so  any  bidder  is  flirting  with  trou- 
ble unless  it  secures  the  good  will  of 


UAL's  23,000  machinists.  Says  Freeman: 
"There  can  be  no  deal  without  their 
blessing."  Marvin  Davis  learned  that  les- 
son in  June  when  Freeman  helped  foil 
his  run  on  Northwest  Airlines  Inc.  Fear- 
ing Davis  might  break  up  Northwest, 
the  machinists  supported  investor  Alfred 
Checchi,  who  acknowledges  that  Free- 
man's role  was  essential  to  his  bid.  This 
time,  Davis  has  invited  Freeman  to  Los 
Angeles  to  discuss  his  intentions. 

What  Freeman  wants  is  the  promise 
of  job  security  and  possible  equity  for 
machinists.  In  return,  he  offers  smooth 
talks  and  possible  wage  concessions 
when  their  contract  comes  due  in  No- 
vember. Plus  he'll  try  to  win  covenants 
prohibiting  the  sale  of  assets  without 
union  approval — a  lesson  he  learned  af- 
ter Eastern  Air  Lines  Inc.  was  sold  out 
from  under  its  employees  in  1986. 

Machinists  aren't  Freeman's  only  cli- 
ents. Since  1982,  he  has  advised  truck- 
ers, rail  workers,  and  grocery  clerks 
caught  up  in  takeover  attempts.  While 
other  bankers  advise  unions,  Freeman 
was  among  the  first  and  is  closer  to 


organized  labor  than  most,  fraterniz 
with  union  members  when  time  pern 
Says  John  Peterpaul,  a  vice-presiden 
the  machinists  union:  "He  talks 
same  language  as  the  workers." 

But  even  his  best  efforts  aren't 
ways  enough.  He  tried  in  vain  to  i, 
someone  to  take  Eastern— v/hose 
chinists  have  been  on  strike  si 
March — off  Frank  A.  Lorenzo's  hai 
TWA  Chairman  Carl  C.  Icahn,  who  c£  ' 
closest,  says  "it's  definitely  not  Fw 
man's  fault"  that  no  deal  has  hi 
struck.  Still,  the  failure  dogs  him.  itj 

Freeman's  feelings  about  his  rolejii 
labor's  favorite  investment  banker  se|i 
contradictory.  "I'm  in  this  as  a  problf. 
solver,  not  a  sword  of  labor,"  he  s£i 
Yet,  idealism  does  seern  to  play  a  rj 
"I  do  it  because  it's  the  right  thiri; 
he  says.  "I'm  out  there  to  buy  jot 
A  combination  of  working-class  rcj 
and  an  Ivy  League  education  may 
responsible  for  such  ambivalence.  All 
growing  up  in  blue-collar  Elizabe 
N.  J.,  he  attended  Rutgers  Univen 
and  then  earned  graduate  degrees 
Harvard  University's  law  and  busin 
schools.  He  parks  a  1984  Chrysler 
front  of  a  modest  house  in  Short  Hi 
N.  J.,  where  he  lives  with  his  wife  i 
three  children. 
CRAFT  MASTER.  Freeman  began  his  i  I 
erant  career  at  the  U.  S.  Treasu 
where  he  won  the  nickname  "Mr.  B 
out"  for  his  role  in  crafting  the  11 
Chrysler  loan-guarantee  program.  '. 
later  work  in  overseeing  governmc 
owned  Conrail  brought  him  to  the  att 
tion  of  labor.  Impressed  with  his  neg 
ating  style,  railroad  union  leaders  asl 
him  to  join  their  side.  He  declined,  im 
ining  he  would  soon  accept  one  of 
Wall  Street  offers.  But  he  agreed 
give  ad  hoc  advice,  and  ten  years  lat 
Freeman  is  still  working  for  labor,  ; 
Wall  Street.  He  has  won  fees  of  $1 
million  for  negotiating  twa's  sale 
Icahn  and  .$4  million  after  six  years 
Conrail  negotiations. 

For  now,  Freeman  is  waiting  for  li 
UAL  action  to  heat  up.  Only  Davis  1 
come  to  him  for  talks,  but  Freeman  ( 
wait.  "So  far,  it's  just  foreplay,"  he  sa 
When  the  full  bidding  war  gets  un( 
way,  he  expects  to  talk  to  other  suite 

Once  UAL  is  under  wraps,  Freeiri 
says  that  he  wants  to  set  up  on  Wl 
Street.  But  he  envisions  himself  as 
takeover  artist  in  white-knight's  clo 
ing,  buying  companies  where  unic 
may  be  threatened.  "I  intend  to  ^ 
it  as  a  good  guy,"  he  says.  If  he  c 
find  a  way  to  play  union's  Robin  Hd 
perhaps  he'll  actually  show  up  for  a ; 
on  Wall  Street  this  time. 
By  Christopher  Tucher  in  Short  Hills,  A* 
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How  difficult  is  it  to  build  a  car? 
That  depends  on  the  car.  Ordi- 
iiar\  cars  are  built  all  the  time; 
it  can  t  be  too  hard. 

But  t(»  build  a  luxurv  car.  that's  a 

AmazuAThej 
AireedUnTwo. 

o     


Icrent  storv.  And  to  build  a  high- 


|)erlorniance  luxury  car  the  likes  of 
which  has  never  before  been  seen,  that 
is  an  extraordi- 
nai"\  8tor\. 


ll  is.  in  lact.  the  storv  ol  Lexus. 

Six  years  ago.  we  mobilized  over 
1400  of  Tovotas  top  engineers.  And  while 
our  engineer>  mav  have  specialized  in 
different  areas  ol  the  automotive  Held. 
the\  did  have  one  thin"  in  common. 


Thev  were  meticulous.  Exacting. 


Not  easily  pleased.  In  other  words,  they 

were  perfect  for  the  job. 

Assuming  nothing  and  (jnestion- 

ing  everything,  they  scrutinized  all  that 
was  learned  during  Toyotas  fifty  years 
of  building  automobiles  until  they  were 
linallv  ready  to  draw  aside  the  curtain 
to  reveal  an  unparalleled  engineering 
achievement: 

The  new  LS  400  luxury  sedan,  the 

flagshij)  of  Lexus. 

But  we  hav(>  more  than  just  one 
car  to  tell  vou  about. 

We  have  two.  There's  also  the 
KS2S0.  a  sports  sedan  bestowed  with 
so  mam  distinctions  duit  without  exag- 
geration It  can  be  calh'd  ih.'  luxurv 

sedan  of  sports  sedans. 

So  ifvou  will.  |)leasc  read  through 

the  next  lew  pagrs.  Youll  learn  more 
about  the  Lexus  slorv  and  how  our  engi- 
neering accomplishments  can  satislv 
anv  perfectionist. 

Whether  that  perfectionist 
hapi)ens  to  be  a  Lexus  engineer,  or  a 
Lexus  customer. 


Considering  the  astonishing  amount  sedan,  but  with  a  drag  coefficient  of 

of  innovative  thinking  our  engi-  onlv  0.29,  its  also  one  of  Americas  most 

neers  have  put  into  the  Lexus  lux-  aerodynamic, 
ury  sedan,  before  we  say  what  the  LS  400  Slipping  through  the  air  is  one 

is,  first  wecl  like  to  say  what  it  is  not.  thing.  What  about  slipping  on  the  road 

It's  not  a  car,  its  an  invention.  during  normal  acceleration? 

IntroduciifThe  Lexus  LS400. 
leBiciin(ll(iOfl400Brains. 


Take  the  remarkable  en- 
gine, lor  example. 

While  the  Four- 
Cam,  32-valve,  4.0  liter 
\  8  is  extremely  mus- 
cular, its  nonetheless 
astoundingly  efficient.  In 
fact,  as  of  press-tinK%  the  LS400  is  |)ro- 
jected  to  be  one  of  the  onlv  250-horse- 
power  luxury  sedans  able  to  avoid  the 


lis.  gas  guzzler  tax.* 


01  course,  its  dt'sigu  has  a  lot  to  do 
with  this  as  well. 

Not  onlv  is  the  Lexus  LS400  a 
beautilul  and  elegantly  contoured  luxury 


The  LS  400  is  optionally  equipped 
with  a  Traction  Control  System  (TRAC) 
that  can  actually  sense  when  the 
drive  wheels  are  beginning  to  slip  on 
slick  surfaces  and  can  then  help  auto- 
matically limit  the  slip  by  adjusting 
both  the  throttle  and  brake  pressure. 

And  to  lurthcr  erdiance  your 
control  of  the  road,  the  LS400  comes 
equipped  with  our  advanced  Anti-lock 
Braking  System. 

The  same  degree  of  ingenuity  was 
reserved  lor  the  cars  interior  as  well. 

Lavished  in  California  Walnut  and 
optional  hand-worked  leather  trim,  the 


cabin  also  features  as  standard  equip- 
ment possibly  the  first  power  tilt  steer- 
ing wheel  in  America  that  combines 
the  comfort  of  an  adjustable  telescopic 
column  with  the  prudence  of  an  airbag 
Supplemental  Restraint  System. 

The  ignition  key  that  fits  into  lliis 
column  is  just  as  phenomenal.  It  has 
precision-cut  inner  grooves  to  help  foil 
unauthorized  duplication. 

Now  give  the 
key  a  turn  and  listen. 

You  won't  hear 
much  of  the  engine  or  ^ 
anything  else  until  voii 
decide  to  break  the  rclali\r 
silence  of  our  ullra-(piic| 
cabin  with  either  of  the  two 
superb  audio  systems  availablcr 

01  course,  now  that  you've  started 
the  engine,  the  best  is  yet  (o  come:  your 
chance  to  test  drive  the  bS40(). 

After  all,  our  engineers  have  had 
SL\  years  to  contemplate  our  new  Lexus 
luxury  sedan. 

Now  its  your  turn. 


''■'^g'-f'g'tr'-Uelermined  In  l.exu..  See  wur  dealer  fn 


details. 


The  Relentless  Fursml  Of  Perfection. 

^  l9H'f  Ij'iii^,  a  l)n  I'-lon  tij  Tuyithi  Mulur  Salt's,  I  .S.A-.  Im  .  l.exus  rentinds  ynii  la  u  enr  yutir  setit  hflts  anil  nhf\  all  sfiffd  laii  \. 
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Commentary/by  Robert  Hof  and  Neil  Gross 


SILICON  VALLEY  IS  WATCHING  ITS  WORST  NIGHTMARE  UNFOLD 


More  than  a  decade  ago,  Japan 
recognized  that  semiconduc- 
tors were  the  rice  of  the  In- 
mation  Age.  By  the  mid-1980s,  it 
s  harvesting  bumper  crops  and  out- 
ipping  the  U.  S.  But  Japan  wants 
ire  than  just  to  grow  an  electronic 
,ple  for  consumption  in  other  coun- 
3S.  So  it  also  launched  a  concerted 
ve  to  supplant  the  U.  S. 
the  leading  producer  of 
!  esoteric  equipment  that 
rints"  minuscule  circuits 
silicon  wafers.  This 
ar,  Japan  will  probably 
lieve  that  goal  (chart). 
A.merica's  ebbing  for- 
ces were  underscored  on 
ig.  15,  when  Materials 
^search  Corp.  accepted  a 
nder  offer  from  Sony 
■rp.  For  $60  million,  or 
;s  than  half  of  MRC's  cur- 
nt  annual  sales  rate, 
ny  will  pick  up  a  leading 
pplier  of  chipmaking 
;ar.  "It's  bargain-base- 
ant  shopping  time  for 
S.  technology,"  laments 
Dan  Hutcheson,  presi- 
nt  of  VLSI  Research  Inc., 
Silicon  Valley  consultant. 
tTAL  CONTROL.  With  firm 
imination  of  chip  equip- 
ent,  Japan  could  knock 
f  a  bevy  of  upscale  tar- 
!ts,  from  computers  and  telecom- 
unications  to  scientific  instruments 
id  myriad  other  systems  based  on 
miconductors.  Even  computer  giant 
M  fears  what  Japanese  control  of 
lipmaking  technology  will  mean  for 
e  entire  U.  S.  electronics  sector,  the 
>re  of  American  industry.  That's  why 
M  is  such  an  ardent  champion  of  Se- 
atech,  the  Austin  (Tex.)  consortium 
)rmed  to  restore 
.  S.  competitiveness 
chips  and  chipmak- 
,g  equipment. 
Already,  Silicon 
alley  executives 
rumble  that  Japa- 
ese  suppliers  hold 
ack  exports  of  new 
lachinery,  giving 
ipanese  chip  produc- 
rs  a  6-  to  12-month 
ead  start.  Japanese       a  percent 


vendors  say  the  equipment  is  back-or- 
dered or  that  bugs  are  still  being 
ironed  out,  notes  Tony  Jurvetson,  for- 
mer president  of  Varian  Associates 
Inc.'s  Semiconductor  Equipment 
Group.  But  the  upshot  is  that  "over  the 
past  couple  years,  U.  S.  chipmakers 
haven't  gotten  the  latest  Japanese 
equipment  technology." 


In  the  whirlwind  chip  business, 
where  new  generations  of  fabrication 
methods  cascade  through  the  market 
every  three  years,  a  six-month  delay 
can  cost  most  of  the  profits  a  company 
would  earn  for  that  whole  generation. 
A  chipmaker  may  hang  in  for  two  or 
three  generations  as  a  latecomer,  but  it 
then  gets  tough  to  muster  the  ante. 
The  price  of  equipment  climbs  contin- 


CHIPMAKING  GEAR:  JAPAN'S  RISE 


WORIDWIDI  MARKET  SHARE 

■  JAPAN  TOTAL 
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ually.  Today,  a  chip  factory  runs  $250 
million,  10  times  the  cost  of  a  decade 
ago. 

Moreover,  U.  S.  producers  of  com- 
puters and  other  electronic  gear  need 
the  latest  chips  as  soon  as  they  come 
on  the  market — if  not  from  a  U.  S.  sup- 
plier, then  from  Japan.  Otherwise,  the 
price /performance  ratio  of  their  sys- 
tems won't  match  rival 
products  built  with  state-of- 
the-art  chips.  But  U.  S.  elec- 
tronics houses  dread  the 
thought  of  becoming  more 
dependent  on  Japan.  Why 
is  easy  to  fathom. 
FOOD  CHAIN.  Japan's  chip- 
makers  are  all  vertically  in- 
tegrated giants  that  also 
build  finished  systems. 
Even  if  the  Japanese  sell 
their  chips  on  a  strict  first- 
come,  first-served  basis, 
U.  S.  customers  could  still 
be  under  a  handicap.  De- 
sign engineers  on  the  sys- 
tems side  of  Japanese  com- 
panies would  have  an  inside 
track  on  chips  in  develop- 
ment. So  they  could  be  de- 
veloping tomorrow's  elec- 
tronic products  while  their 
American  counterparts 
were  waiting  for  a  chip's 
final  specifications. 
Countless  post-mortems 
on  the  U.  S.  consumer  electronics  in- 
dustry have  warned  about  the  hazards 
of  growing  overly  reliant  on  Japanese 
suppliers.  Yet  only  in  the  past  two 
years  have  chip  producers  and  buyers 
come  to  grips  with  their  mutual  inter- 
dependence. Now,  "food  chain"  is  the 
buzzword  in  electronic  circles.  Comput- 
er companies  realize  they  need  a 
strong  semiconductor  industry,  which 
in  turn  depends  upon 
healthy  equipment 
vendors. 

Production  equip- 
ment looks  like  the 
weak  link  in  that  food 
chain.  The  precarious 
state  of  the  chip- 
equipment  industry 
got  hammered  home 
last  spring,  when  Per- 
kin-Elmer  Corp.  said 
Continued  on  page  67 
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off  ice,we  Ve  changed  how  you  work  in  it 


w 


Our  PCs  are  being  seen  in 

?  and  more  offices. 

They're  also  being  seen  out  of 

i  and  more  offices. 

That's  because  not  only  can 

nachines  do  anything  a  desktop 

do,  they  can  do  it  just  about 

vhere  you  want. 

They're  small  enough  and 


rugged  enough  to  stand  up  to  con- 
stant traveling.  And  they  have  the 
power  to  run  whatever  software 
you're  using. 

What's  more,  our  full  line  of 
PCs  includes  three  new  machines. 
First,  our  T1600,  a  battery  pow- 
ered 286.  Second,  our  TSlOOe,  the 
enhanced  successor  to  our  award 


winning  T3100/20.  And,  finally 
our  20MHz,  386-based  T520().  a 
portable  workstation. 

All  are  capable  of  being  inte- 
grated in  your  networked  system. 

Or  of  being  packed  up  and 
taken  with  you. 

Even  if  you're  only  taking 
them  down  the  hall. 


In  Touch  with  Tomorrow 

TOSHIBA 


Icjsliiba  Amenai  liifi imiation  Sv'stems.  Inc..  Omiputer  Systems  I )ivisli)n 


Project  ORBIS:  how  overcoming  blindness 
can  expand  your  corporate  vision. 


"Supporting  efforts  like 
ORBIS's  fight  against 
blindness  not  only 
demonstrates  corporate 
responsibility,  it  also 
makes  good  business 
sense." 

— Richard  M.  Morrow 
Chairman,  Amoco 

Corporation, 
Mission  Sponsor  to 
Egypt,  1986 


This  DC-8  jet  is  Project  ORBIS,  the  world's  only 
flying,  teaching  eye  hospital.  ORBIS  flies  throughout 
the  world,  sharing  sight-saving  knowledge  and  tech- 
niques with  doctors,  nurses  and  technicians  working 
to  cure  or  prevent  blindness.  Since  it  took  flight  in 
1982,  ORBIS  has  carried  out  86  programs  in  53  coun- 
tries. Last  year  alone  it  helped  over  3000  medical  and 
technical  personnel  learn  the  latest  knowledge  and  skills 
that  can  restore  or  save  sight.  And  it  helped  over  1000 
men,  women  and  children  to  see  again. 

Many  ORBIS  missions  are  sponsored  by  U.S.  com- 
panies such  as  Amoco  Corporation,  the  Chase 
Manhai  an  Bank  and  Scott  Paper  Company.  An 
ORBIS  Mission  Sponsor  gains  high  visibility  in  a 
specific  country,  worldwide  media  coverage  and  a  share 


of  the  priceless  goodwill  Project  ORBIS  gel  S 
wherever  it  goes. 

If  you  would  like  to  know  more  about  how 
good  through  ORBIS  can  do  good  things  fo 
company,  please  contact  us.  By  helping  the  w 
see,  you'll  be  seen  in  the  best  possible  light. 

To  learn  more  about  Project  ORBIS  and  th 
sorship  opportunities  it  offers,  call  or  write: 

Pro)ect  ORBIS 
(212)  244-2525 

3  30  West  42nd  Street-Suite  1900B 
New  York,  NY  10036 


We'll  send  complete  information  at  once. 


Si 
1^ 
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'inued  from  page  63 

anted  out  of  that  business.  The 

valk  (Conn.)  company  had  long 

the  world's  leading  supplier.  It 
is  No.  4  in  the  U.  S.,  last  year  sell- 
5205  million  worth  of  equipment, 
it  developing  its  latest  circuit- 
;ing  machine,  called  Micrascan, 
$100  million,  and  moving  beyond  it 
d  cost  several  times  as  much.  P-E 
ted  that  it  could  recover  the  ex- 
e,  so  it  put  the  operation  on  the 
i — where  it  remains.  President 
1  reportedly  called  P-E  Chairman 
ice  G.  McDonell  to  urge  that  the 
be  sold  only  to  another  U.  S.  com- 
.  None  has  stepped  forward, 
hen  Sheldon  Weinig,  Materials  Re- 
;h  chairman,  faced  up  to  the  same 
al  crunch,  he  also  decided  that  he 
to  find  a  sugar  daddy.  First,  he 
oached  several  U.  S.  companies. 
,  one  was  interested,"  he  reports, 
ite  the  Orangeburg  (N.  Y.)  compa- 
technology  leadership  in  its  mar- 
segment.  In  frustration,  Weinig 
;  to  Japan— and  got  nibbles  every 
he  knocked  on  a  door.  He  settled 
ony  largely  because  "their  outlook 
•uly  international,"  which  allayed 
ears  that  MRC  might  be  milked  dry 
5  technology.  Adds  a  Sony  official: 

is  a  good  company — very  profit- 

We  plan  to  make  MRC  the  center 
worldwide  business." 
VELING.  When  market  leaders  such 
E  and  MRC  can't  survive  under  the 
rican  brand  of  capitalism  and  get 
med  by  potential  U.  S.  buyers,  a 
ir  shakeout  seems  inevitable.  The 

chip-equipment  industry  consists 
undreds  of  small,  entrepreneurial 
tliers.  Historically,  these  companies 
•  been  the  primary  fount  of  chip- 
ing  technology,  notes  Joseph  Gren- 
head  of  semiconductor  equipment 
ices  at  market  researcher  Data- 
it  Inc.  "If  our  industry  can't  sup- 
these  small  companies,  the  source 
ew  ideas  can  only  shrink." 
lanks  to  healthy  sales  in  Japan,  a 
U.  S.  suppliers  are  thriving — nota- 
Applied  Materials  Inc.,  now  fourth 
lie  world  with  1988  sales  of  $382 
on,  and  Varian,  which  squeaked 
id  of  P-E  last  year  to  claim  the 
7  slot.  But  most  small  companies 

the  resources  to  provide  the  level 
srvice  that  Japanese  customers  de- 
d.  If  Silicon  Valley  loses  much 
e  ground  to  Japan,  already  the 
Id's  biggest  market  for  chips  and 
pment,  they  may  have  little  choice 
to  sell  out  to  Japan's  giants.  For 
erica's  electronics  industry,  the 
ns  of  sand  are  running  out. 
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Smart  executives  know  there's  no  better 
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and  equally  smart!  -  BusinessWeek  planners. 
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DYNASTIES  I 


HOW  LEONARD  LAUDER 
IS  MAKING  HIS  MOM  PROUD 


JlSSi 


He  has  the  Estee  Lauder  empire  growing  fast.  Will  he  be  able  to  keep  up  the  pace? 


At  a  few  minutes  before  5  p.m.,  70 
cosmetics  department  managers 
from  Saks  Fifth  Avenue  mill 
about  the  elegant  blue-and-white  lobby 
of  Estee  Lauder  Inc.  Nearby,  company 
officials  are  making  last-minute  adjust- 
ments to  a  reception.  "I'll  introduce  you, 
you  speak,"  Leonard  A.  Lauder  tells  his 
mother.  Replies  Estee:  "I  thought  you 
were  going  to  speak.  What  will  I  say?" 


Her  son  takes  her  arm  and  smiles. 
"You'll  think  of  something,"  he  says. 

The  company  founder  takes  the  micro- 
phone, and  the  audience  explodes  into 
applause.  Estee  tells  them  that  it  was  a 
Saks  buyer  who  provided  her  first  order 
in  1948.  But  not  until  she  overcame  his 
resistance  by  demonstrating  her  line's 
ability  to  treat  troubled  skin — on  the 
buyer's  own  daughter.  The  Saks  employ- 


MOTHER  AND  SON:  SHE  S3=  £NDS  LITTLE  TIME  AT  COMPANY  HEADQUARTERS  THESE  DAYS 


ees  hang  on  Lauder's  every  word.  S| 
even  take  aim  with  pocket  cameras, 
the  cameras  are  out  of  sight  when 
ard  finally  takes  the  podium.  "It'| 
tough  act  to  follow,"  he  says. 

It's  an  appropriate  first  line  for 
story  of  Leonard  Lauder's  career, 
mother,  the  last  of  the  great  Ameriji 
cosmetics  queens,  has  reached  a  levei 
celebrity  rare  even  in  the  glitzy  beap 
trade.  When  Raisa  Gorbachev  came 
New  York  City  last  December,  she  ml^s 
time  to  visit  with  Estee.  When  Di£ 
Princess  of  Wales,  was  honored 
White  House  dinner  in  1985,  she  spe4 
cally  requested  the  presence  of  Br 
Springsteen — and  Estee  Lauder. 
IDENTITY  CRISIS.  In  many  other  incji 
tries,  Estee  could  exit  with  nary  a  jol 
the  business.  After  all,  Leonard  jr 
served  as  the  company's  chief  execuljt 
for  the  past  seven  years.  Long  bef^ 
that  he  began  transforming  the  mtjt 
and-pop  business  into  a  cosmetics  <? 
pire.  Thanks  to  Leonard,  the  comps; 
now  boasts  top-notch  training  prograi; 
for  employees  and  strict  financial  Cr 
trols.  Since  his  first  day  on  the  job,  sa  ;. 
have  grown  at  a  compound  annual  rt- 
of  28%,  to  an  estimated  $1.89  billion 
year. 

Leonard  seems  eager  to  establish  h  - 
self  as  firmly  in  control.  He  makes  i 
clear  in  interviews  that  although  Es  ■ 
holds  the  title  of  chairman  and  occasi  ■ 
ally  helps  out  with  new-product  deveh) 
ment,  she  spends  little  time  these  dcj 
at  Fifth  Avenue  headquarters.  It's  e£| 
to  understand  management's  concel 
None  of  the  major  cosmetics  houses  1 
thrived  without  its  founder,  and  M 
Lauder  is  getting  on.  While  her  age  ii 
well-guarded  secret,  the  betting  is  tl 
she's  into  her  80s.  Lauder  executi\i 
worry  that  the  company's  cachet  is  im 
tricably  intertwined  with  Estee's. 

She's  mum  on  the  subject.  In  a  1£ 
autobiography  she  took  the  lion's  shj 
of  credit  for  building  up  her  compai 
But  now  she  seems  willing  to  let  her  s. 
shine.  When  asked  about  her  manaj 
ment  role,  she  smiles  demurely  and  sa 
Leonard  is  doing  a  marvelous  job. 

The  company's  identity  crisis  comes  j 
a  critical  juncture.  Its  four  brands — Ii 
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Lauder,  Clinique, 
lis,  and  Prescrip- 
-have  33%  of  the 
ess  at  U.  S.  depart- 

store  cosmetics 
ters.  But  when 
e  at  the  top  of  the 

everyone  else  is 
ing  for  you.  As 
th  in  the  depart- 
store  end  of  the 
ess  has  slowed  to 
;  7%  per  year  from 
in  the  mid-1980s, 
facturers  have  re- 
d  to  atomizer-to-at- 
;r  combat. 

uder's  competition 
posing.  Paris-based 
anies,  such  as  Cha- 
Christian  Dior,  and 
IS  have  introduced 
Ititude  of  new  prod- 
in  the  U.  S  market. 
3-Dutch  Unilever  is 
N  entry  with  its  $2 
a  acquisition  of  Faberge  and  Eliza- 
Arden.  France's  L'Oreal  has  steadi- 
ined  market  shai  e  with  its  Lancome 
1.  And  Revlon  Group  is  launching 
atching  new  ad  campaigns  in  an  ef- 
a  revive  its  broad  lineup  of  prestige 
is. 

all  this  is  causing  Leonard  Lauder 
y,  he's  not  letting  on.  He  insists  he 
m  edge  on  his  publicly  held  rivals, 
he  can  spend  years  nursing  along  a 
brand  or  gathering  share  in  a  new 
;et.  "There  is  little  that  a  profession- 
anager  can  do  to  fight  off  a  well- 
ced,  well-educated,  aggressive  en- 
eneur,"  he  says.  Take  Lauder's 
iriptives  brand,  a  line  targeting 
ing  women  in  their  30s  and  40s. 
^riptives  took  10  years  and  nearly 
nillion  to  perfect — and  it's  just  start- 

0  turn  a  profit.  Prescriptives  is  now 
ompany's  fastest-growing  line,  with 

1  sales  expected  to  increase  more 
30%,  to  $82  million,  this  year. 
-ING  UP.  The  owners  of  privately 

companies  enjoy  certain  advan- 
s,  too.  For  the  25th  anniversary  of 
lard's  employment  with  Estee  Lau- 
for  example,  the  company  financed 
re-landscaping  of  a  section  of  New 
:'s  Central  Park  where  he  jogs, 
•onard  can  afford  an  occasional  in- 
ence.  He  says  the  company's  net 
?in  consistently  tops  the  industry  av- 
e — 8%  last  year.  And  he  says  he  can 
'  his  company's  sales  increasing  at  a 
Dound  annual  rate  of  about  15%. 
'?  He's  stepping  up  product  develop- 
t,  and  the  company  is  expected  to 
out  two  new  brands  within  two 
s.  Leonard  thinks  he  can  not  only 
5ase  market  share  in  the  U.  S.  but 
wring  more  growth  out  of  two  oth- 
ey  markets:  Japan  and  France. 


TRAINING  SEMINAR:  LAUDER  HAS  AN  ALMOST  CULT-LIKE  FOLLOWING  AMONG  MANY  OF  HIS  EMPLOYEES 


The  push  is  on,  too,  to  spiff  up  the 
image  of  the  company's  flagship  Estee 
Lauder  brand,  which  still  accounts  for 
nearly  half  of  U.  S.  revenues.  A  year 
ago,  the  company  picked  a  sexy  new 
model — Paulina  Porizkova — to  push 
products  in  a  classy  ad  campaign.  And  to 
defend  its  products'  regal  air,  the  compa- 
ny has  introduced  sleek  new  navy  pack- 
ages. The  price  tags  have  gotten  tonier 
too,  with  increases  of  30%  to  50'/'  . 

So  far,  so  good.  Retailers  give  the  pep- 
up  high  marks,  and  the  company  main- 
tains that  sales  are  strong.  Lauder's 
Perfect  Lipstick,  for  example,  was 
launched  in  February  at  a  hefty  $15  per 
stick.  What  had  been  planned  as  a  year's 
inventory  sold  out  in  30  days.  "They're 
doing  extremely  well,"  says  John  Sta- 
benau,  divisional  merchandise  manager 
for  cosmetics  at  Marshall  Field's. 


LAUDER'S  GLITZY  LINEUP 


iRPORATION 


Brands  Estimated 
net  revenues 

Millions 

Market 
share* 
Percent 

ESTEE  LAUDER 

First  brand,  uses  a  troditional 
luxury  pitch 

$600 

16.6% 

CLINIQUE 

"Allergy-tested,"  line  appeals 

to  younger  women  475 

13.2 

PRESCRIPTIVES 

Toniest  line,  targets  professional 
women  ages  30  to  45  42 

1.2 

ARAMIS 

Men's  lines,  includes  New 
West  and  Tuscany 

75 

2.1 

U.  S.  TOTAL 

1,192 

33.0 

INTERNATIONAL 
REVENUES 

$700 

TOTAL  REVENUES 

$1,892 

*  1988  shore  of  the  U.  S.  prestige  cosmetics  market 
DATA:  MOTTUS  &  ASSOOATK 


Mostly,  Lauder  will  keep  up  the  pace 
by  sticking  to  the  company's  basic  for- 
mula: Sell  in  upscale  department  stores 
and  avoid  new  brands  that  only  steal 
sales  from  existing  ones.  One  of  the  rea- 
sons Lauder  is  able  to  dominate  the  cos- 
metics counter  in  department  stores  is 
that  the  company  refused  to  follow  such 
competitors  as  Revlon  or  L'Oreal  into 
the  drug  stores.  Lauder  didn't  want  to 
dilute  its  prestige  image. 

The  insistence  on  targeting  a  carefully 
defined  slice  of  the  market  shows  in 
Clinique.  The  brand,  only  the  second  of 
its  three  makeup  lines  for  women,  skirt- 
ed primarily  as  skin-treatment  products 
with  scientific  underpinnings.  It  appeals 
mostly  to  women  aged  20  to  35  and  even 
first-time  cosmetics  buyers.  The  flagship 
Estee  Lauder  line,  by  contrast,  appeals 
to  a  much  older  group.  The  hypoaller- 
genic  products  are  sold  by  saleswomen 
wearing  white  lab  coats.  The  approach 
has  worked:  The  brand  now  brings  in 
annual  U.  S.  revenues  estimated  at  $475 
million,  and  its  business  is  still  growing 
at  a  10%  clip. 

This  ability  to  develop  consistent 
brand  images  gives  the  company  big  ad- 
vantages over  its  less-focused  rivals. 
Revlon  now  sells  nine  different  brands 
at  some  department  store  cosmetics 
counters.  "The  'nines'  program  is  right 
up  there  with  the  word  'disaster,'  "  says 
Jack  L.  Salzman,  a  cosmetics  analyst  at 
Goldman,  Sachs  Inc. 
HUGE  CLOUT.  Leonard  supports  the  strat- 
egy by  assiduously  cultivating  retailers. 
In  part,  that  means  giving  them  exclu- 
sive promotions.  But  retailers  also  say 
Lauder  forecasts  cosmetics  sales  better 
than  any  other  competitor.  Company 
representatives  meet  with  cosmetics 
buyers  to  draw  up  detailed  six-month 
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COS  chooses  Business  ^^ek 
to  take  it  worldwide  in  a 


special  advertising  section 


October  23,  ®8ft 


Business  Week  reaches  more 
decision  makers  in  the  information 
technology  category  than  any 
other  business  magazine  or  trade 
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.iness  plans.  "When  you  work  out  a 
n  with  them,  they  stick  to  it,"  says 
benau  of  Marshall  Field's, 
iauder's  clout  with  retailers  is  enor- 
as.  At  Bloomingdale's,  Lauder  is  the 
?le  largest  vendor.  That  allows  the 
ipany  to  claim  the  best  locations  in 

stores.  It  also  allows  it  to  monopolize 
best  weeks  of  the  year  for  its  promo- 
is  and  product  introductions.  And  be- 
se  its  sales  base  is  so  large,  Lauder 

pour  more  money — it  spends  an  esti- 
ced  $62  million  a  year — into  advertis- 

its  four  brands.  "They  own  their 
rketplace,"  says  Allan  G.  Mottus,  an 
ustry  consultant. 

'he  company  can  misfire.  Its  Aramis 
etries  for  men  have  lost  the  upscale 
ige  that  Lauder  seeks,  and  former 
cutives  say  sales  have  been  stagnant 
years.  Efforts  to  revive  it  have  failed 
far,  and  the  former  executives  say  it's 
inly  tradition  that  keeps  Lauder  try- 
.  The  company  insists  new  skin-treat- 
at  products  are  salvaging  the  brand, 
f  such  problems  are  few  and  far  be- 
;en,  perhaps  it's  because  Leonard  lit- 
lly  grew  up  in  the  business.  He  re- 
mbers  sitting  at  the  family's  dining 
m  table  at  age  15,  stuffing  envelopes 
h  announcements  of  the  line's  pre- 


LAUDER  IS  THE  SINGLE  LARGEST  VENDOR  AT  BLOOMINGDALE'S,  COMMANDING  PRIME  SPACE 


miere  at  Saks.  One  year  later,  his  par- 
ents planned  to  leave  him  in  charge  of 
the  company  for  an  entire  month  while 
they  vacationed  in  Florida.  "I  was  com- 
petent, and  I  knew  as  much — if  not 
more — than  anyone  else  there,"  says 
Leonard.  The  plan  was  scrubbed,  howev- 
er, when  young  Leonard  contracted  the 
chicken  pox. 
After  completing  an  undergraduate 


degree  at  Wharton  School  and  serving  a 
three-year  stint  in  the  Navy,  Leonard, 
then  25,  came  home  to  the  family  busi- 
ness in  1958.  His  wife,  Evelyn,  who 
joined  the  company  two  years  later,  act- 
ed as  receptionist.  She  put  all  callers  on 
hold  and  then  answered  them  herself  in 
a  different  voice — all  to  disguise  the  tiny 
scope  of  the  operation. 
By  the  time  his  younger  brother,  Ron- 


With  the  way  some  facsimiles  make  you  wait, 


BUSINESS  WEEK/SEPTEMBER  4,  1989  71 


Ui] 


e  Corporation 


aid,  joined  the  company  in  1966,  Leonard 
had  already  established  his  position  as 
heir  apparent.  Former  insiders  say  there 
was  friction  between  the  brothers.  Lau- 
der admits  working  together  was  diffi- 
cult. "I  had  already  hired  everybody," 
Lauder  says.  "It  was  my  show."  Ronald 
left  the  company  in  1983. 
PEP  RALLY.  Despite  those  squabbles, 
Leonard  likes  to  say  he  still  manages  the 
company  as  the  quintessential  family 
business.  He  has  built  an  idiosyncratic 
corporate  culture  that  marries  the  pater- 
nalism of  a  small  family  operation  with 
the  marketing  power  of  a  big  company. 
It's  a  management  strategy  that  family 
business  experts  say  has  worked  well 
for  such  powerhouses  as  candymaker 
Mars  Inc.  and  even  IBM.  To  hang  onto 
the  company's  mom-and-pop  feeling, 
Leonard  and  Evelyn,  now  a  corporate 
vice-president,  try  to  serve  as  the 
omnipresent  mother  and  father.  Leonard 
sends  employees  hand-written  notes  to 
compliment  work  he  likes,  for  e.xample. 
And  every  quarter,  he  hosts  a  morale- 
boosting  breakfast  for  the  company's 
product  development  department — secre- 
taries included.  "My  people  just  can't 
get  over  the  fact  that  there's  a 
Lauder  there,"  declares  Betsy  Forsythe, 


THE  BIG  SPENDER 
WHO  WOULD  BE  MAYOR 


A king  without  an  empire.  That's 
how  one  family  friend  describes 
Ronald  S.  Lauder.  Long  circum- 
scribed by  a  famous  mother  and  a  power- 
ful older  brother,  Ronald  has  yet  to  match 
the  accomplishments  of  either  Estee  or 
Leonard.  Now,  he  has  set  his  sights  on  a 
kingdom  of  his  own — and  he's  willing  to 
pay  a  stunning  price  for  it. 

Lauder,  47,  is  running  for  mayor  of 
New  York.  In  his  first  bid  for  public  of- 
fice, he  is  vying  with  former  U.  S.  Attor- 
ney Rudolph  W.  Giuliani  for  the  Republi- 
can nomination.  A  virtual  unknown  six 
months  ago,  he  is  running  with  encourage- 
ment from  New  York  Senator  Alfonse  M. 
D'Amato,  a  Republican  some  insiders  say 
is  feuding  with  Giuliani.  Lauder  isn't 
scrimping  on  his  campaign.  He's  invested 
$10  million  of  his  own  so  far,  mostly  for 
TV  commercials — twice  the  amount  spent 
by  the  five  other  candidates  combined. 

Lauder's  money  isn't  doing  him  much 
good.  He  has  positioned  himself  as  a  con- 


servative, probusiness  candi( 
promises  to  slash  bureaucracy 
taxes.  But  his  free-spending 
strategy  may  undercut  that  ima^ 
more,  Lauder  has  a  stilted  publ 
that  leaves  him  ill-equipped  to  s 
Yorkers.  A  Gallup  poll  gives  h 
popularity  rating  among  Rej 
compared  with  Giuliani's  60%. 
NO.  2.  A  loss  in  the  Sept.  1^ 
wouldn't  be  Ron  Lauder's  first  b 
disappointment.  The  Wharton  So 
spent  17  years  at  Estee  Laud 
leaving  for  public  service.  In 
launched  the  Prescriptives  line,  a 
Estee  Lauder  International  Inc. 
years.  But  being  the  No.  2  son 
cult.  Leonard  recalls  that  whel 
asked  employees  to  do  things,  tlj 
often  insist  on  clearing  it  with 
And  former  colleagues  say  Ror 
the  business  smarts  of  his  oldeil 
"People  always  used  to  say: 
mother  going  to  give  him  next?'  'I 


you'd  think  that  you  had  nothing  better  to  do  wi 


No  matter  how  fast  a  high  performance  facsimile  transmits, 
it  doesn't  matter  if  you  have  to  wait  for  it  to  perform.  Waiting  for  an 
incoming  fax  to  print.  Waiting  for  the  line  to  clear.  Waiting  while 
your  document  is  scanning. 

Waiting.  Waiting.  Waiting. 

But  with  a  Canon  FAX-705,  you  don't  have  to  wait  at  all.  Because 
the  FAX-705  works  as  hard  as  you  do.  With  performance  features 
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that  let  you  do  the  work  of  several  facsimiles  at  once. 

While  someone  else  is  receiving  a  fax,  you  can  be  sending  op: 
Or  while  you're  storing  or  receiving  documents  in  memory,  yora: 
also  record,  print  or  make  copies  of  other  documents. 

You  no  longer  need  to  wait  for  the  fax  to  transmit  your  origins 
before  removing  them,  either.  With  InstaScan,  your  documents 
read  and  stored  in  memory  in  just  4  seconds? 


J 


:AMPAIGN  has  cost  $10  MILLION  SO  FAR 


■pscriptives  employee.  Lauder  de- 
business  talents  and  says  em- 

ho  criticize  his  record  may  sim- 

envied  his  high  position, 
haven't  been  easy  on  the  out- 

T.  After  leaving  the  family  fold, 

erved  for  two  years  as  Deputy 
Secretary  of  Defense.  He  was 


il  later  appointed  Ambassador  to 
•  ■    Austria,  where  he  served  during 

nl986  and  1987.  Despite  recent  de- 
rogatory remarks  by  Felix  S. 
Bloch,  a  career  diplomat  who 
worked  under  Lauder  in  Vienna 
and  is  now  suspected  to  have  been 
a  spy.  State  Dept.  officials  say 
Lauder  did  a  respectable,  if  not 
distinguished,  job. 

In  fact,  Lauder's  greatest 
achievement  so  far  may  be  his  art 
collection.  He  owns  a  vast  assort- 
ment of  armaments  and  is  re- 
nowned as  a  collector  of  German 
Expressionist  paintings. 

The  extent  of  Lauder's  political 
ambitions  is  unclear.  He  may  try 
to  use  the  name  recognition 
gained  from  his  mayoral  run  as  a 
platform  for  launching  future 
bids.  But  plenty  of  well-heeled  politicians 
have  sunk  back  into  obscurity  after  losing 
a  race.  Ron  says  he  is  unlikely  to  return  to 
the  cosmetics  business.  But  he  is  expected 
to  inherit  half  of  the  Lauder  empire  one 
day.  Such  a  fortune  could  fuel  any  num- 
ber of  quests  for  a  kingdom. 

By  Andrea  Rothman  in  New  York 


vice-president  for  product  development. 

Lauder  has  also  established  a  week- 
long  training  program  for  Estee  Lauder 
employees  at  all  levels.  The  program, 
which  takes  place  at  Vassar  College,  is  a 
combination  pep  rally  and  health  spa. 
The  campers  wear  all  white,  with  the 
Lauder  name  stitched  in  blue  on  their 
sweatshirts  or  polo  shirts.  The  day 
starts  at  5:45  a.m.  with  group  exercises. 
The  program  alternates  business  classes 
with  self-improvement  sessions.  It 
sounds  corny,  but  it  seems  to  generate 
enthusiasm.  When  Lauder  surprised  a 
group  of  his  counter  managers  by  mak- 
ing an  unscheduled  appearance  at  Vas- 
sar, some  even  asked  Lauder  to  auto- 
graph their  clothing. 

While  Leonard  may  have  a  nearly  cult- 
like following  among  his  employees, 
most  customers  still  think  of  his  mother 
when  they  step  up  to  the  cosmetics 
counters.  To  make  the  transition  suc- 
cessful, Lauder  must  continue  to  devel- 
op successful  new  brands  and  attract 
new  and  younger  customers.  So  far,  he 
has  done  that  well.  If  he  can  keep  it  up, 
he  may  score  an  even  bigger  personal 
coup — stepping  out  of  his  famous  moth- 
er's shadow. 

By  Kathleen  Deveny  in  New  York 


irtime. 


d  with  Canon's  exclusive  UHQ  image  processing  system, 
^X-705  can  reproduce  images  with  such  clarity  and  detail  yci 
ave  trouble  telling  the  fax  from  the  original.  ■ 
if  your  high-performance  fax  doesn't  really 
the  performance  you  need,  see  the  FAX-705  at 
Authorized  Canon  Facsimile  Dealer.  Or  call  1-800-OK  C.^NON 
ly  wait  around  any  longer?  "Standard  mode 
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IS  NOTHING 
PRIVATE? 


COMPUTERS  HOLD  LOTS  OF  DATA  ON  YOU— AND  THERE  ARE  FEW  LIMITS  ON  ITS  U 


Last  spring,  the  long  arm  of  Ameri- 
can Express  Co.  reached  out  and 
grabbed  Ray  Parrish.  After  getting 
his  credit  card  in  January,  the  22-year- 
old  New  Yorker  promptly  paid  bills  of 
$331  and  $204.39  in  February  and  March. 
Then  he  got  a  surprising  call.  His  credit 
privileges  were  being  suspended,  an 
American  Express  clerk  informed  him, 
because  his  checking  account  showed 
too  small  a  balance  to  pay  his  April 
charge  of  $596.  A  contrite  American  Ex- 
press now  says  it  should  have  asked  be- 
fore peeking,  and  it  reinstated  Parrish 
after  he  paid  his  bill  from  his  savings 
and  cash  on  hand.  But  that  was  beside 
the  point.  "I  felt  violated,"  says  Parrish, 
who  has  kept  his  card  because  he  needs 
it.  "When  I  gave  them 
my  bank  account  num- 
ber, I  never  thought 
they  would  use  it  to 
routinely  look  over  my 
shoulder." 

Well,  Ray  Parrish, 
welcome  to  the  Infor- 
mation Age.  Over  the 
past  couple  of  de- 
cades, computers 
have  collected  a  vast 
store  of  data  on  aver- 
age people.  Like  Par- 
rish, who  gave  Ameri- 
can Express  the  right  to 
snoop  when  he  signed 
its  credit  card  applica- 
tion, everyone  has  part- 
ed with  the  most  pri- 
vate details  in  applying 
for  mortgages,  drivers' 
licenses,  even  telephone 
service.  Few  people  re- 
alize that  this  information  is  largely  un- 
protected by  rules,  laws,  or  codes  of  eth- 
ics. Instead,  it  is  free  to  be  pored  over, 
analyzed,  and  sold  and  perhaps  paired 
with  other  data  to  draw  an  intimate  pro- 
file based  on  a  person's  daily  habits. 
Says  Robert  Ellis  Smith,  editor  of  the 
Washington  (D.  C.)  newsletter  Privacy 
Journal:  "For  very  little  cost,  anybody 
can  learn  anything  about  anybody." 


or 

very  little 

cost, 
anybody 
can  learn 
anything 

about 
anybody' 


Much  of  this  information  begins  its 
journey  at  one  of  the  three  leading  cred- 
it bureaus,  the  companies  that  verify  for 
lenders  the  creditworthiness  of  prospec- 
tive borrowers.  Between  them,  TRW  in 
Orange  (Calif.),  Equifax  in  Atlanta,  and 
Trans  Union  Credit  Information  in  Chi- 
cago have  400  million  records  on  160  mil- 
lion individuals.  All  guard  their  informa- 
tion. It's  hard  to  steal.  But  it's  easy  to 
buy.  The  credit  bureaus  themselves  sell 
at  least  300  variations  of  it,  broken  down 
by  such  categories  as  sex,  age,  and  in- 
come. They  sell  lists  of  people  they  think 
may  go  bankrupt  and  then  sell  consum- 
ers who  worry  about  being  on  such  lists 
their  own  credit  reports.  Beyond  that, 
they  supply  so-called  superbureaus,  a 
second  tier  of  perhaps  200  credit  agen- 
cies that  generally  serve  small  custom- 
ers ignored  by  the  Big 
Three.  And  by  reputa- 
tion, at  least,  the  super- 
bureaus  tend  to  sell  to 
almost  anyone. 

To  test  that,  one  of 
BUSINESS  week's  edi- 
tors signed  up  with  two 
superbureaus,  identify- 
ing himself  as  an  editor 
at  McGraw-Hill  Inc.  He 
told  one  fib:  that  he 
might  be  hiring  an  em- 
ployee or  two  and 
would  need  their  credit 
reports.  After  a  per- 
functory check,  both 
bureaus  gave  him  carte 
blanche — and  revealed 
the  surprising  breadth 
of  their  files  (page  82). 
Provided  with  just  the 
names  and  addresses  of  two  of  his  col- 
leagues, one  superbureau  produced  their 
credit  reports — including  their  Social  Se- 
curity numbers  that  the  editor  didn't 
have — for  $20  apiece.  The  superbureau 
manager  warned  that  one  colleague's 
mortgage  was  ominously  large,  then  of- 
fered to  fax  the  reports. 

The  second  arrangement  was  more 
open-ended.  For  a  $500  initial  fee,  the 


editor  got  access  via  his  home  compi 
to  the  superbureau's  data  base.  Fre( 
explore,  he  again  checked  on  his 
leagues,  at  about  $15  per  report.  TI 
he  ran  two  names  whose  promine 
might  have  set  off  alarms  if  the  cr< 
agency  audited  the  use  of  its  files.  ( 
was  Representative  Richard  J.  Dur 
(D-Ill.),  the  other  Dan  Quayle. 
'WE  HELP.'  There  were  no  alarms.  A 
quest  for  plain  Dan  Quayle  at  an  Ii 
ana  address  listed  in  an  old  Who's  H 
in  the  Midwest  turned  up  an  "a.k.a. 
Danforth  Quayle"  with  a  Washingt 
area  address.  There  was  nothing  jui 
The  Vice-President  charges  more 
Sears,  Roebuck  &  Co.  than  at  Broc 
Brothers.  He  has  a  big  mortgage.  ] 
credit  card  number  at  D.  C.  area  M 
chants  Bank  is. . . .  Sixteen  digits  loi 
But  Quayle  is  not  amused. "We  find 
invasion-of-privacy  aspect  of  the  ere 
situation  disturbing,"  says  a  spokesm; 
"Further  controls  should  be  considerei^ 

As  the  credit  bureaus  point  out,  th(| 
are  plenty  of  legitimate  uses  for  finii 
cial  histories — especially  now.  With  ir 
vidual  bankruptcies  rising  25%  annua! 
to  about  80,000  this  year,  and  with  ab( 
4%  of  all  consumers  not  paying  ere 
card  and  mortgage  bills,  lenders  are  I 
coming  more  wary.  "The  better  we  g 
the  more  we  help  them  reduce  lossei 
says  Richard  D.  C.  Whilden,  executl 
vice-president  and  general  manager  | 
TRW  Information  Systems  Group.  Janf 
0.  Perkins,  president  of  the  credit  l| 
reau  division  at  Equifax,  adds  that  whit 
Equifax  projects  an  individual's  bai|i 
ruptcy,  based  on  up  to  40  factors  such  i 
his  payment  history  and  how  fast  hi 
running  through  lines  of  credit,  "lende 
are  usually  surprised."  But  about  90% 
the  time,  he  adds,  Equifax  is  right. 

For  marketers,  moreover,  the  crei 
bureaus  are  "a  remarkable  asset,"  sa' 
William  L.  Edwards,  an  analyst  for  Vl 
pe,  Covington  &  Welty,  an  investmfi 
company  in  San  Francisco.  "They  ha 
files  on  nearly  every  consumer  in  ti 
largest  consumer  market  in  the  fr 
world."  As  much  as  $2  billion  will 
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HOW  A  CONSUMER'S 
CREDIT  FILE  CAN  TRAVEL 


3 A  year  later,  Billy  Buyit 
applies  for  a  loan  with 
Credit  Happy  Inc.,  a  mort- 
gage lender.  Credit  Happy 
checks  with  Just  Ask  to  see 
if  Billy  Buyit  pays  his  bills  on 
time  and,  for  $2,  gets  a  com- 
plete report 


^  The  bank  sends  the  in- 
■  formation  to  the  Just 
ik  credit  bureau,  where  it 
kept  for  further  reference 


A  Seemg  the  potential  in  this.  Just  Ask  looks 

for  new  ways  to  make  money.  So  it  buys 
data  on  Billy  Buyit  from  the  federal  gov- 
ernment, state  and  local  courts,  motor  vehi- 
cle bureaus,  and  insurance  companies. 
Then,  for  about  10$  a  pop,  it  sells  his 
profile  and  credit  record  to 
marketers  looking  for 

 customers  in  Billy 

Buyit's  age,  income, 
and  lifestyle  group 


$ 


UP 


<7 


1 Consumer  Billy  Buyit 
applies  for  his  Trustee 
Credit  Card,  listing  his  So- 
cial Security  number,  bank 
account  numbers,  address, 
and  other  personal  data 


5 One  is  Extra 
Tight  Window 
Co.,  which  notes 
Billy  Buyit's  salary 
and  offers  a  deal  on 
replacement  win- 
dows. He's  also  on 
a  list  bought  by  Too 
Bad  Collection  Co. 
It  duns  him  for  an 
old  $50,000  loan  he 
took  to  go  to  Sky's 
the  Limit  Universi- 
ty but  didn't  repay 


spent  this  year  finding  the  right  people 
to  pitch  products  to.  And  in  a  wasteland 
of  inaccurate  lists,  says  Denison  Hatch, 
editor  of  the  newsletter  Who's  Mailing 
What,  "the  credit  bureaus  are  offering 
up-to-date,  technologically  driven  infor- 
mation." Now,  it's  possible  to  buy  the 
names  of  Hispanics  who  earn  $500,000  a 


HOCHMAN:  TELEMARKETERS  SCRUTINIZED  HER 
LONG-DISTANCE  PHONE  CALL  RECORDS 


PARRISH:  AMEX  SNEAKED  A  PEEK  AT  HIS 
CHECKBOOK— AND  FOUND  THE  BALANCE  WANTING 


year  and  have  $10,000  available  on  their 
credit  cards.  Or  the  names  of  every  per- 
son within  a  50-mile  radius  of  Dallas 
with  $1  million  in  the  bank.  With  few 
exceptions,  selling  such  information  is 
perfectly  legal.  And  profitable.  The  cred- 
it bureaus'  margins  before  taxes  from 
this  end  of  the  business  run  about  25%. 


But  should  credit  information  be  as 
easy  to  buy  as  knickknacks  at  a  week- 
end bazaar?  If  all  that  results  is  more 
junk  mail,  it's  hard  to  find  fault.  But 
what  if  the  consequences  are  greater? 
It's  just  a  short  step  to  "behavorial  ma- 
nipulation," says  George  B.  Trubow,  a 
privacy  expert  and  professor  at  John 
Marshall  Law  School  in  Chica- 
go. And  there  are  other  nag- 
ging issues. 

The  information  the  credit 
bureaus  end  up  with  usually 
has  been  provided  for  a  spe- 
cific use — in  American  Ex- 
press' case,  to  help  customers 
establish  a  credit  record.  "It's 
disturbing  to  see  companies" 
repackage  and  sell  it  without 
approval,  says  Jonathan  Lin- 
en, president  of  the  Direct 
Marketing  Group  at  American 
Express,  since  that  tells  com- 
petitors who  his  best  custom- 
ers are.  And  when  individuals 
"find  out  what's  going  on," 
adds  Ken  McEldowney,  direc- 
tor of  San  Franciso-based 
Consumer  Action,  "they  are 
appalled." 

Karen  Hochman  certainly 
was.  Last  fall,  she  told  a  call- 
er trying  to  sell  long-distance 
service  from  ITT  that  she 
doesn't  make  many  out-of- 
town  calls.  "I'm  surprised  to 
hear  you  say  that."  she  re- 
calls him  saying.  "I  see  from 
your  phone  records  that  you 
frequently  call  Newark,  Dela- 
ware, and  Stamford,  Conn."  A 
spokesman  says  ITT  "has  very 
little  control"  over  the  13  tele- 
marketing companies  working 
for  it.  But  that's  no  comfort 
to  Hochman,  a  direct-mail  con- 
sultant in  New  York.  "I  was 
shocked,  scared,  and  para- 
noid," she  recalls.  "If  people 
are  able  to  find  out  who  I  call, 
what  else  could  they  find  out 
about  me?" 

Like  viruses  and  hackers, 
it's  a  modern  dilemma.  "Com- 
puters have  outstripped  our 
ability  and  that  of  our  laws  to 
safeguard  privacy,"  says  Da- 
vid F.  Linowes,  a  University 
of  Illinois  professor.  He 
chaired  the  1977  U.  S.  Privacy 
Protection  Commission,  which  warned 
that  use  of  computers  for  collecting  and 
sharing  personal  information  was  get- 
ting out  of  hand.  Indeed,  with  the  cost 
of  computing  dropping  rapidly  and  data 
flowing  more  freely,  it  won't  be  long, 
say  privacy  advocates,  before  practically 
anyone  can  do  it.  That  will  worsen  a 


problem  already  noted  by  Prisll, 
gan,  chief  researcher  at  Congisa 
fice  of  Technology  Assessme: 
Most  citizens  have  little  idea  wat 
on  them  exist,  and  it's  "nearly  ii 
ble  for  individuals  to  learn  he 
records  are  being  used." 
'MELTDOWN.'  At  least  10  federals 
tensibly  protect  individual  priv*t 
most  of  them  are  weakened  by 
loopholes  (box).  During  the 
Presidency,  moreover,  the  Feder 
Commission,  which  oversees  tV 
bureaus,  suffered  what  some 
call  a  "regulatory  meltdown" 
the  Fair  Credit  Reporting  Act  (1 
1970  unattended.  With  a  flat  buff 
eight  years — a  decline  if  adjustei 
flation — "the  agency  can  harf 
vive,"  says  Albert  A.  Foer,  an  Ff, 
er  in  the  Ford  and  Carter  Aditti 
tions  and  now  chief  executive  aIN; 
Jewelers  Inc.  in  Washington.  Ti 
Credit  Practices  Group,  the  FCR.Vt 
dog,  has  lost  nine  of  its  42  stafr: 

This  isn't  especially  surprisin 
the  government's  own  record  as  e 
That  started  on  a  large  scale  in  u 
year  that  Joseph  A.  Calif ano  Jr.:t 
to  make  the  Health,  Education  i 
fare  Dept.  more  efficient.  Calif ai'^ 
was  to  compare  thousands  of  <X 
welfare  recipients  with  governnii' 
roll  records — and  root  out  do), 
pers.  This  meant  bending  the  191 1 
cy  Act,  which  prohibits  federal  ifQ: 
from  sharing  information  withoi'i 
dividual's  consent.  But  Calif  ano  > 
was  worth  it.  He  claimed  million  ii 
ings,  which  "kept  Great  Sockf 
grams  from  being  cut." 

The  assertion  of  great  savii;: 
been  widely  disputed.  Doubters  * 
case  involving  a  nurse  who,  at  ; 
forced  to  quit  her  job  in  Wasj 
D.  C,  and  go  on  welfare  after  i 
tracted  cervical  cancer  in  1977.  ! 
later,  with  the  cancer  under  con  o 
returned  to  work  and  tried,  untt 
fully,  to  have  her  welfare  p;r 
stopped.  Then,  in  September,  1!; 
was  caught  in  one  of  Califano's^ 
Match  stings.  She  was  indicted 
others  who  allegedly  stole  an  avut 
$6,000  each  by  accepting  welfa) 
holding  a  job. 

In  the  end,  the  nurse  and  three 
were  cleared,  four  people  pleade 
to  misdemeanors,  and  six  to  I 
The  most  repaid  by  any  of  th  ji 
$2,000.  "When  you  consider  thjC 
appointed  attorney's  fees,  the  sa 
those  doing  follow-up  investigatii^, 
the  cost  of  court  time,"  says  Ev 
drix,  editor  of  the  newsletter 
Times,  "this  was  not  a  very  co 
tive  match."  As  recently  as  1986 
eral  Accounting  Office  study  o  i 


76  BUSINESS  WEEK/SEPTEMBER  4,  1989 


CC 


data-matching  projects  reached  a 
.r  conclusion.  In  particular,  it  1am- 
d  savings  estimates,  saying  that 
;ies  weren't  able  to  detail  the  costs 
incurred  to  generate  the  benefits, 
then,  however,  computer  matching 
'become  an  industry  in  Washing- 
says  an  aide  at  the  House  Govern- 
Operations  Committee.  In  1984,  the 
ime  OTA  did  an  audit,  government 


agencies  were  computer-matching  more 
than  2  billion  records  in  110  programs. 
Some  matches  seem  frivolous:  The  Selec- 
tive Service  Administration  has  com- 
pared its  files  with  birthday  party  lists 
kept  by  some  chains  of  ice  cream  par- 
lors, looking  for  18-year-olds  who 
haven't  registered. 

But  most  matches  are  serious.  The 
Credit  Alert  System  at  the  Housing  & 


Urban  Development  Dept.,  for  instance, 
lets  banks  check  HUD  records  to  see  if 
mortgage  applicants  are  in  default  on 
Federal  Housing  Administration  loans. 
Washington  also  shares  with  the  credit 
bureaus  files  on  people  who  owe  the 
government  money.  And  until  the  Social 
Security  Administration  dropped  the 
practice  this  year,  it  had  for  10  years  let 
companies  such  as  Citibank,  TRW,  and 


THE  RIGHT  TO  PRIVACY:  THERE'S  MORE  lOOPHOLE  THAH  LAW 


I is  bank  cost  Theodore  Cizik  his 
job.  In  1983,  the  former  control- 
ler at  a  New  Jersey  company 
i  with  his  employer  in  a  dispute 
Midlantic  National  Bank/North — 
after  he  applied  for  his  own  loan 
e.  When  Cizik  wouldn't  budge,  he 
ns,  the  bank  got  even.  It  told  Ci- 
;  boss  that  he  had  a  Rolls-Royce 
Mercedes — assets  he  had  wanted 
;  secret  but  had  listed  on  his  loan 
ication — and  the  bank  suggested 
he  had  been  moonlighting.  Fired 
1  his  $45,000  job  on  that  pretext,  he 
1,  Cizik  sued  the  bank,  and  ulti- 
ely  settled  out  of  court, 
zik's  case  highlights  a  startling 
:  Almost  no  information  is  private. 
}  rarely,  moreover,  can  individuals 
out  that  information  on  them  is 
g  used.  With  about  10  privacy  laws 
:he  books,  how  can  that  be?  The 
•■>  are  narrow,  and  full  of  holes. 
IK  BILL.'  The  Fair  Credit  Reporting 
of  1970  is  a  case  in 
t.  It  sounds  good, 
ives  individuals  the 
,t  to  see  and  correct 
r  credit  reports  and 
ts  the  rights  of  oth- 
to  look  at  them.  But 
las  five  exceptions, 
uding  a  big  one: 
one  with  a  "legiti- 
;e  business  need" 
peek.  Legitimate 
t  defined. 

hen  there's  the 
ht  to  Financial  Pri- 
^  Act  of  1978.  It  for- 
3  the  government 
rummage  through 
k-account  records 
hout  following  set 
3edures.  But  it  ex- 
ies  state  agencies, 
uding  law  enforce- 
it  officials,  as  well 
private  employers. 
1  more  exceptions 

tacked  on  every 
r.  Says  John  Byrne, 

federal  legislative 
nsel  for  the  Ameri- 
Bankers  Assn.: 


"There's  not  a  lot  to  this  act  anymore." 

The  best  protection,  in  fact,  is  for 
customers  of  video  stores.  In  1987,  a 
Washington  (D.  C.)  weekly,  The  City 
Paper,  published  a  list  of  videotape  ti- 
tles borrowed  by  Robert  H.  Bork,  then 
a  U.  S.  Supreme  Court  nominee.  Out- 
raged, lawmakers  passed  the  Video 
Privacy  Protection  Act  of  1988.  Called 
the  Bork  Bill,  it  bars  retailers  from 
selling  or  disclosing  video  rental  rec- 
ords without  a  customer's  permission 
or  a  court  order.  While  this  is  a  break- 
through of  sorts,  privacy  advocates 
say  it's  silly  to  pass  such  laws  when 
medical  and  insurance  records  remain 
unprotected.  Others  find  it  ironic  that 
the  government  itself  continues  to  re- 
veal more  than  anyone  else. 

For  instance,  the  Privacy  Act  of  1974 
was  supposed  to  bar  federal  agencies 
from  sharing  information  on  U.  S.  citi- 
zens, a  practice  called  matching.  But 
it's  0.  K.  to  share  information  if  the 


THE  MAJOR  lAWS  ON  PRIVACY 

FAIR  CREDIT  REPORTING  ACT  (1970)  Bars  credit  agencies  from  sharing 
credit  information  with  anyone  but  authorized  customers.  Gives  consum- 
ers the  right  to  review  their  credit  records  and  be  notified  of  credit  investi- 
gations for  insurance  and  employment. 

►  But  the  law  lets  credit  agencies  share  information  with  anyone  it  reason- 
ably believes  has  a  "legitimate  business  need" 

PRIVACY  ACT  (1974)  Bars  federal  agencies  from  letting  information  they 
collect  for  one  purpose  be  used  for  a  different  purpose. 
►The  law's  exceptions  let  agencies  share  data  anyway 

RIGHT  TO  FINANCIAL  PRIVACY  ACT  (1978)  Sets  strict  procedures  when  fed- 
eral agencies  want  to  rummage  through  customer  records  in  banks. 

►  But  the  law  doesn't  cover  state  and  local  governments.  And  a  growing 
list  of  exceptions  let  the  FBI  and  U.S.  attorneys  grab  files 

VIDEO  PRIVACY  PROTEaiON  ACT  (1988)  Prevents  retailers  from  disclosing 
video-rental  records  without  the  customers'  consent  or  a  court  order.  It 
also  forbids  the  sale  of  the  records. 

►  Privacy  supporters  want  the  same  rules  for  medical  and  insurance  files 

COMPUTER  MATCHING  &  PRIVACY  PROTECTION  ACT  (1988)  Regulates  com 
puter  matching  of  federal  data  for  verifying  eligibility  for  federal  benefits 
programs  or  for  recouping  delinquent  debts.  Requires  the  government  to 
give  individuals  a  chance  to  respond  before  taking  adverse  action. 

►  Limited  in  scope,  the  law  leaves  many  potential  matches  unaffected,  in- 
cluding those  done  for  law  enforcement  and  tax  purposes 


disclosure  is  consistent  with  the  pur- 
pose for  which  the  stuff  was  collected. 
That's  called  the  routine  use  exception. 
In  1977,  Health,  Education  &  Welfare 
Secretary  Joseph  A.  Califano  Jr.  craft- 
ed the  exception  to  help  root  out  wel- 
fare cheats  by  letting  HEW  review  fed- 
eral payroll  records  (page  76).  His 
reasoning:  Efficiency  is  a  goal  of  all 
federal  agencies.  So  they  can  share 
data  to  ensure  it. 

WATCHING  WATCHERS.  Today,  matching 
remains  alive  and  well.  When  Congress 
passed  last  year's  Computer  Matching 
&  Privacy  Protection  Act,  which  regu- 
lates the  way  federal  agencies  verify 
eligibility  for  benefits  or  recoup  delin- 
quent debts,  it  gave  the  government 
explicit  permission  to  perform  frequent 
matches.  It  tossed  a  bone  to  the  sub- 
jects of  matches.  Before  their  benefits 
can  be  cut  off,  an  agency  needs  two 
pieces  of  proof  for  its  findings.  And  it 
has  to  notify  individuals  who  are  under 
suspicion. 

Every  bit  helps,  of 
course,  but  reformers 
want  more.  George  B. 
Trubow,  the  former 
general  counsel  to  the 
White  House  Right  to 
Privacy  Committee, 
wants  a  federal  data 
protection  agency  to 
"watch  the  watchers." 
David  F.  Linowes  goes 
further.  The  former 
chairman  of  the  U.  S. 
Privacy  Protection 
Commission,  which  was 
set  up  by  the  Privacy 
Act,  is  in  favor  of  rules 
without  exceptions. 
And  he  would  give  indi- 
viduals $10,000  in  puni- 
tive damages  every 
time  an  abuse  occurs. 
An  interesting  idea. 
But  not  one  that  Con- 
gress is  likely  to  buy 
soon —  ac  least  not  out- 
side of  video  stores. 

By  Michele  Galen,  with 
Jeffrey  Rothfeder,  in 
New  York 
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"Digital  helps 
Sunoco  control 
distribution  from 
our  terminal  to 
the  customer  s 
tank." 


"  Sunoco 's  Automated  Terminal 
Interface  (ATI)  Program  will  provide 
total  control  of  fuel  distribution  from 
our  terminals  to  customer  tanks.  It's  a 
huge  project — a  vision  of  the  future 
that's  being  realized  today  through 
Digital's  computer  networking 
capabilities. 

"Digital's  networking  of  ATI's 
centralized  dispatching  assures  that 
local  Sunoco  service  stations  consis- 
tently provide  the  required  grades, 
including  Ultra,™  the  highest  octane 
of  any  major  brand.  ATI  also  improves 
underground  tank  leak  detection  to 
help  protect  the  environment. 

"For  managing  information, 
Digital's  communications  protocol — 
automated  service  station  inventory 
management  and  voice-response  fuel 
ordering — enables  Sunoco  to  be  more 
efficient  and  cost-effective.  We  can 
synthesize  many  sources  of  informa- 
tion into  simplified  invoicing  and 
record-keeping.  The  integrated  con- 
trol Digital  provides  gives  us  a  real 
competitive  edge  that  will  carry  into 
the  future." 

The  rewards  of  working  together. 

With  Digital's  networking,  you 
can  tie  computer  systems  together — 
ours  as  well  as  other  vendors'. 

Today,  with  more  computer  net- 
works in  place  than  anyone  else. 
Digital  gives  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  T^*    *,  1 

Digital 


has 
It 


Chilton  Corp.  compare  their  files  against 
the  SSa's  to  ensure  the  accuracy  of  So- 
cial Security  numbers  on  credit  records. 
TRW  was  about  to  run  140  million  such 
matches  when  Senator  David  H.  Pryor 
(D-Ark.)  complained  during  hearings  last 
April,  calling  it  "the  largest  breach  of 
privacy  in  [SSA]  history." 

The  Federal  Bureau  of  Investigation 
generated  similar  reactions  in  1987, 
when  it  proposed  a  modernization  of  its 
information  system,  the  National  Crime 
Information  Center  (XCIC).  Among  other 
things,  the  project,  known  as  NCIC  2000, 
would  have  linked  FBI  criminal  data 
banks  with  computerized  records  at  air- 


to  comment.  Based  on  the  ensuing  criti- 
cism, the  FBI's  plans  were  toned  down, 
though  a  source  who  watches  the  agen- 
cy says  "there  are  other  efforts  under 
way  that  deserve  attention."  For  exam- 
ple, he  claims  that  the  FBI  is  collecting 
financial  records  of  individuals,  including 
brokerage-house  orders  and  electronic- 
funds  transfers  between  banks,  through 
electronic  surveillance  of  data  transmis- 
sions over  phone  lines.  Now,  the  Ed- 
wards panel  has  asked  the  FBI  to  tell  it  if 
this  is  happening. 

Two  decades  ago,  the  credit  bureaus 
themselves  saw  the  potential  for  abuse 
in  the  data  they  gathered.  They  were  so 


line  reservation  .systems,  car  rental  com- 
panies, creditor^;,  credit  bureaus,  insur- 
ance companies,  and  phone  companies. 
Moreover,  XCIc  2000  would  have  cross- 
matched government  data  banks  at  the 
Internal  Revenue  Service,  the  Social  Se- 
curity Administraticjn,  and  the  Immigra- 
tion &  Naturalization  Service. 
POLICE  STATE?  NCK  2000  raised  many 
civil-liberties  questions — including  the 
specter  of  a  police  state.  So,  Representa- 
tive Don  Edwards  (I)-Calif.),  whose 
House  Judiciary^  subcommittee  on  civil 
and  constitutional  rights  oversees  the 
FBI's  data-base  efforts,  asked  the  Ameri- 
can Civil  Liberties  Union,  among  others. 


sting\'  with  it,  in  fact,  that  not  until  the 
FCRA  was  passed  were  individuals  given 
the  right  to  see  their  own  files.  TRW's 
code  of  ethics  at  the  time  declared  that 
"credit  information  shall  be  treated  by 
both  TRW  Credit  Data  and  its  subscribers 
as  confidential.  Lists  of  nam.es  shall  not 
be  compiled  ...  for  sale."  Today,  TRW's 
absolute  rules  have  been  replaced  by  a 
more  flexible  Privacy  Review  Board. 
And  the  company  sells  lots  of  lists. 

What  happened?  "The  marketplace 
changed,"  says  Edward  A.  Barbieri,  a 
TRW  vice-president  and  general  manag- 
er of  TRW's  credit-data  services  division. 
Not  just  banks,  but  direct  marketers. 


retailers,  and  even  charities  were  a 
ous  for  information.  Rising  co.s 
postage,  paper,  and  in-person  sak  t 
were  one  reason.  So  was  the  pfj; 
for  better-focused  sales  calls.  ( 
■GREAT  OPPORTUNITY.'   Credit  br« 
get  most  of  their  information  au  a 
cally.  At  least  once  each  month,  e 
tion's  banks  and  retailers,  among  i 
give  the  bureaus  computer  tapes  (  i 
tronic  files  detailing  the  purchasiir- 
payment  activities  of  nearly  evei^. 
sumer  in  the  U.  S.  Dotting  thes^ 
are  mortgage  and  credit-card  pa^i 
and  balances,  income,  family  m* 
employment  histories,  driving  rfia 
bank  balances,  descript* 
legal  tangles,  and  Social 
rity  numbers — good  ra  , 
terial  for  fashioningj 
products.  "It's  a  great  {i 
tunity  for  us,"  says  Jcjj 
Baker,  senior  vice-preit 
for  marketing  servics 
Equifax.  "We  don't  havin 
a  lot  to  grow  fast."  i 
Last  year,  Equifax'  (t 
ing  income  from  sales  oa 
it  and  marketing  dat^J 
ITa,  to  S61.5  million,  | 
equal  increase  in  revem 
$259  million.  Those  opei 
contributed  35%  of  Ec 
overall  revenues  but 
its  profits.  Credit  and  m 
ing  revenues  of  $335  i 
at  TRW  and  $300  milli 
Trans  Union  were  eai 
about  107<^  last  year. 

The  credit  bureaus 
two  strategies  for  keepi) 
growth  going.  One  is  ai 
tions.  In  less  than  five 
TRW  has  bought  33  othei 
it  agencies,  including 
year's  $330  million  pui 
of  Chilton,  which  adde 
million  files  to  TRW's  coi 
ers.  Equifax  has  put  )■ 
104  smaller  credit  bures 
its  network.  Trans  Unir  ! 
brought  aboard  23  and  oji 
offices  in  25  new  markets.  Togetlu  ' 
number  of  credit  bureaus  contmlli 
the  Big  Three  has  doubled  dunii 
1980s  to  more  than  200,  giving 
data  on  more  than  907<  of  the  U.  S.id 
population.  This  helps  with  the  p 
growth  strategy:  Selling  new  prcB 
developed  by  repackaging  credit-b 
data.  Technology  analyst  Louis  Gij 
Bear,  Stearns  &  Co.  says  this  cai 
duce  net  margins  of  more  than  3( 
the  incremental  revenues. 

It's  in  stretching  for  new  pre 
that  the  credit  bureaus  may  stin 
controversy.  In  the  past,  they  wei 
comfortable  selling  to  just  anyone 
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approaching  the  all-inclusive  credit 
ts  that  banks  get.  Instead,  they 
1  sell  lists  of  names  that  fell  within 
arameters  that  a  retailer,  for  in- 
3,  provided:  men  between  40  and  45 
incomes  of  $100,000. 
SING  THE  LINE?  Then,  last  year, 
developed  the  Financial  Lifestyle 
)ase.  For  as  little  as  10^  per  name, 
ustomer — mail-order  house,  phone 
or,  or  fringe  political  group — can 
lames,  addresses,  and  phone  num- 
of  people  categorized  by  their  in- 

whether  they  have  credit  cards, 
low  much  credit  they  have  avail- 
This  product  raised  eyebrows  even 
I  industry.  "It  gets  too  close  to  the 
,  report,"  says  Baker  at  Equifax, 
ax  sells  lists  based  on  credit  rec- 
but  categorizes  people  more  gener- 
by  above-average,  average,  or  be- 
verage credit  activity.  TRW  says 
Equifax  is  just  splitting  hairs. 
;re  is  also  criticism  of  a  product 

Hawk,  a  Trans  Union  offering 
weeds  out  frauds.  It  runs  names 
itted  for  credit  approval  against  a 
base  of  phony  addresses.  Social  Se- 
'  numbers,  and  telephone  numbers 
!red  from  check-cashing  offices, 
drops,  telephone-answering  ser- 

government  agencies,  and  credit 
ts.  Privacy  Journal  editor  Smith 


claims  that  if  Hawk  gives  an  incorrect 
assessment,  an  undeserved  cloud  of  sus- 
picion could  hover  over  an  innocent  per- 
son. But  Trans  Union  President  and  CEO 
Allen  J.  Flitcraft  dismisses  these  con- 
cerns. "A  huge  percentage  [of  Hawk]  is 
accurate,"  he  says. 

Even  when  there's  no  controversy, 
credit-bureau  products  are  getting  more 


THE  BIG  THREE 
CREDIT  BUREAUS 


Companies 

1988 
revenues 

Number  of 
individual  files 

Millions 

TRW 

$335 

155 

TRANS  UNION 

300 

155 

EQUIFAX 

259 

100 

DATA:  COMPANY  AND  ANALYST  REPORTS 

precise.  Last  year,  Equifax  paid  $21  mil- 
lion for  National  Decision  Systems, 
which  sells  computerized  breakdowns  of 
neighborhoods  and  towns  with  profiles 
of  the  residents'  spending  habits.  It  de- 
rives this  from  census  data  and  surveys, 
among  other  sources.  National  plans  to 
incorporate  Equifax'  credit  data  into  its 
data  base.  And  that  "will  take  us  down 
to  the  level  of  offering  information  on 


the  habits  of  individual  households," 
says  Richard  Abraham,  National's  finan- 
cial services  marketing  director.  Market- 
ers no  longer  will  think  of  two  neighbors 
as  similar  because  their  houses  are  and 
each  has  two  kids.  National  will  know 
that  one  heavily  uses  his  five  Visa  cards 
and  the  other  has  none. 

Where  all  this  will  end  is  hard  to  tell. 
With  few  laws  restraining  the  credit  bu- 
reaus, critics  pick  at  a  few  controversial 
practices.  For  instance,  the  FTC  is  now 
mustering  an  attack  against  prescreen- 
ing,  in  which  a  company  selling  a  prod- 
uct or  offering  a  credit  card  gets  a  credit 
bureau  to  identify  the  best  candidates  on 
a  list  of  potential  customers.  "Consum- 
ers don't  understand  that  for  each  ad 
stuffing  their  mailbox,  a  company  with- 
out their  knowledge  or  permission  has 
asked  a  credit  bureau  to  review  their 
file,"  says  Anita  Boomstein,  a  New  York 
lawyer  who  specializes  in  banking  and 
consumer  financial  services. 
LOBBYING  MACHINES.  Over  the  years,  an 
FTC  rule  that  a  marketer  must  make  an 
offer  of  credit  to  everyone  who  survives 
a  prescreen  has  been  watered  down  by 
staff  decisions.  Now,  the  agency  wants 
to  turn  back  the  clock.  The  Big  Three 
have  objected  that  prescreening  is  work- 
ing just  fine — and  they've  cranked  up 
their  lobbying  machines.  "The  credit  bu- 


NEVER  MIND  YOUR  NUMBER— THEY'VE  GOT  YOUR  NAME 


flrapped — that's  what  most  Ameri- 
cans are  when  it  comes  to  ending 
up  in  credit  reports  and  a  variety 
ither  data  bases.  There  are  avoid- 
;  schemes,  such  as  guarding  your 
al  Security  number.  But  only  one 
tegy  really  works:  Pay  cash.  Avoid 
lit.  Don't  sign  up  for  government 
rrams.  Walk,  don't  drive.  Live  un- 
a  rock.  In  short,  for  most  ordi- 
^  people,  there  is  no  way  out. 
arly  on,  the  Social  Security  num- 
was  the  culprit — the  tag  for  in- 
nation  on  individuals.  Originally, 
.ens  had  to  disclose  their  num- 
only  when  dealing  with  the  So- 
Security  Administration.  But  by 
early  1960s,  the  Internal  Reve- 
Service  and  other  government 
ncies  could  demand  the  number 
use  in  their  identification  sys- 
s.  By  the  mid-1970s,  states  could 
for  it  on  driver's  license  applica- 
s.  Soon,  universities,  banks,  and 
)loyers  used  it  for  identification. 
About  then,  the  credit  bureaus 
e  converting  to  computers.  And  the 
ial  Security  number  was  a  handy 
'  to  index  their  files, 
he  bureaus  still  use  it  a  lot.  Con- 
lers  usually  can't  borrow  wads  of 


money  without  providing  the  number 
and  having  their  spending  habits 
checked.  But  increasingly,  the  Social 
Security  number  is  just  a  convenient 
aid.  Americans  apply  for  credit  so  of- 
ten, and  use  their  credit  so  much,  that 
credit  reports  are  updated  monthly. 
The  news  that  you  paid  on  time  pops 
up  with  your  name  and  address  at- 


tached. And  the  frequency  of  this 
makes  the  reports  as  good  a  tool  as 
any  number  for  keeping  track  of  you. 

Consumers  will  feel  the  effect  as  the 
credit  bureaus  develop  new  products. 
As  they  try  to  grow,  one  of  their  goals 
is  to  sell  more  data  on  lifestyles  in 
addition  to  credit  reports.  They  buy 
subscription  lists,  census  records,  real 


estate  and  insurance  information,  and 
marketing  surveys.  Mail-order  pharma- 
cies provide  lists  of  their  regular  cus- 
tomers and  the  vitamins  and  drugs 
they  use.  Even  charities  sometimes 
give  out  lists  of  their  best  contributors. 
None  of  these  records  has  a  Social  Se- 
curity number  attached.  But  every  one 
has  a  name  and  address.  Now  things 
have  come  full  circle:  Provide  some- 
one's name,  and  the  credit  bureau 
will  come  up  with  the  Social  Securi- 
ty number  that  goes  with  it. 

The  ease  of  tracking  people  by 
name  may  help  the  concept  of  tar- 
geted marketing,  new  in  the  past 
few  years,  to  blossom  in  the  future. 
Already,  it's  possible  to  produce 
crude  profiles  predicting  what 
goods  individuals  may  buy  and 
where — at  the  mall  or  at  local 
shops.  The  next  step,  as  the  tech- 
nique is  refined,  is  to  anticipate  what 
products  a  family  will  be  ready  for 
next — from  shoes  to  vacations  or  mini- 
vans — and  try  to  influence  even  earlier 
the  way  decisions  are  made.  In  1984, 
the  George  Orwell  classic,  Big  Brothfjr 
was  a  political  dictator.  In  21st  century 
America,  he  may  be  a  marketing  whiz. 
By  Stephen  Phillips  in  Cleveland 
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reaus  tend  to  know  their  local  congress- 
men very  well,"  says  Kenneth  McLean, 
who  as  an  aide  to  former  Senator  Wil- 
liam Proxmire  crossed  swords  with  them 
and  lost  over  efforts  to  limit  their  activi- 
ties. Thus,  consumer  activists  fear  that 
when  the  five-memberFTC  rules  this  fall, 
prescreening  will  survive  unchanged. 

There's  little  chance  of  restraining  the 
superbureaus  either.  The  Big  Three 
whisper  that  they  would  like  them  shut 
down.  But  their  hands  are  tied,  they  say. 
"We're  especially  vulnerable  to  antitrust 
complaints,"  says  Equifax'  Baker, 
"when  we  refuse  to  allow  smaller  com- 
panies to  subscribe  to  our  services."  The 
FTC  will  be  of  little  help.  "We're  very 
concerned  about  the  superbureaus," 
says  Jean  L.  Noonan,  the  agency's  asso- 
ciate director  for  credit  practices.  "I've 
heard  allegations  that  they're  far  too 


lax."  But  she  concedes  that  the  ftc  lacks 
the  investigative  muscle  to  prove  it. 

That  might  change  with  George  Bush 
in  the  White  House — or  it  might  not. 
Last  month,  Henrietta  F.  Guiton,  direc- 
tor of  the  President's  Council  on  Con- 
sumer Affairs,  convened  credit-industry 
leaders,  consumer  and  civil-liberties  ac- 
tivists, and  congressional  staffers  to  dis^ 
cuss  if  privacy  is  being  abused  by  the 
sale  of  information.  Afterward,  Guiton 
said:  "There's  a  problem  here,  because 
consumers  don't  want  information  about 
them  used  for  any  other  purpose  than 
the  one  it  was  collected  for."  But  she's 
unsure  how  she'll  advise  the  President. 

New  laws  could  stop  the  snoops — but 
not  unless  the  public  is  aroused.  And  for 
now,  it  is  apathetic.  Robert  H.  Courtney 
Jr.,  a  computer-security  expert,  discov- 
ered this  some  years  ago.  Then  a  man- 


ager at  IBM,  Courtney  sent  research 
out  to  a  New  York  street  to  ask  pasS' 
by  if  they  thought  modern  technol 
was  invading  privacy.  "Nearly  90%  i\ 
yes,"  says  Courtney.  The  next  day, 
the  same  street,  his  group  offere* 
credit  card  with  a  favorable  intei^ 
rate.  The  application  asked  for  a  So 
Security  number,  information  about  ( 
er  credit  cards,  and  bank-account  ni 
bers  and  balances.  "About  90%  of  : 
people  filled  it  out  without  hesitatin 
says  Courtney,  "leaving  no  spa| 
blank."  The  message  is  hard  to  igiKf^ 
If  people  feel  that  nothing  is  priv;| 
then  probably  nothing  is.  |' 
Bi/  Jeffrey  Rothfeder  in  New  York,  iji 
Stephen  Phillips  in  Orange,  Calif,  ZJjl 
Foust  in  Atlanta.  Wanda  Cantrell  in  ( 
cago.  Paula  D%cyer  in  Washingon,  and 
chele  Galen  in  New  YorK 


THE  SCOOP  ON  SNOOPING:  IT'S  A  CINCH 


The  stories  are  everywhere:  A  real 
estate  agent  gives  a  good  client  a 
couple  of  credit  reports.  A  bank- 
er checks  on  a  potential  tenant  for  a 
friend.  How  hard  is  it,  I  wondered,  to 
get  into  the  credit  files  of  someone 
else,  even  someone  I've  never  met? 
The  answer:  not  hard  at  all. 

I  decided  not  to  test  the  Big  Three 
credit  bureaus — TRW,  Equifax,  and 
Trans  Union.  They're  the  most  secure, 
and  they  probably  knew  me  as  a  re- 
porter. A  better  bet  seemed  to  be  small 
credit  agencies,  called  superbureaus, 
that  buy  and  resell  information  from 
the  Big  Three  and  other  sources  and 
are  often  accused  of  being  leaky. 
They're  in  the  yellow  pages  under 
Credit  Agencies.  And  they  advertise  in 
magazines  written  for  private  eyes  and 
spooks. 

Identifying  myself  as  a  McGraw-Hill 
Inc.  editor  who  might  be  hiring  some- 
one, I  spoke  to  nearly  a  dozen  super- 
bureaus  before  settling  on  two.  One, 
on  the  East  Coast,  ran  searches  for 
me.  I  gave  a  name,  I  got  a  report.  I 
had  to  speak  with  someone  by  phone  to 
do  it,  which  dissuaded  me  from  check- 
ing on,  say,  Elizabeth  Taylor.  But  any 
ordinary  names — I  used  two  col- 
leagues'— would  have  worked.  I  signed 
a  form  required  by  the  Fair  Credit  Re- 
porting Act,  declaring  myself  a  cus- 
tomer authorized  to  buy  credit  reports. 
My  signature  was  accepted  by  fax, 
which  isn't  legally  binding. 

Another  superbureau  was  more  en- 
ticing. Its  promotional  literature  listed 
a  dozen  services,  from  "instant  nation- 
wide tracing  of  Social  Security  num- 


bers" to  "over  250  million  credit-  and 
driver-history  files  on  individuals."  And 
I  could  get  it  all,  using  my  own  person- 
al computer,  for  one  low  sign-up  fee  of 
$500.  I  paid  with  my  personal  credit 
card. 

This  company  made  me  send  in  a 
written  application — a  heartening  sign. 
Except  that  no  one  read  it,  apparently. 
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BW'S  ROTHFEDER:  GOING  UNDERCOVER 


Asked  for  a  McGraw-Hill  federal  iden- 
tification number — the  corporate  equiv- 
alent of  a  Social  Security  number — I 
made  up  two  different  ones  on  the 
same  form.  Asked  for  McGraw-Hill's 
bank-account  locations,  credit  refer- 
ences, and  the  company's  correspon- 
dence with  the  federal  government,  I 
said  we  couldn't  disclose  those.  I  was 
told  to  submit  the  application  anyway. 


leaving  spaces  blank  as  necessai' 

Maybe  the  blanks  aroused  sus; 
cion — an  investigator  would  be  by 
see  me,  I  was  told.  The  jig  was  up, 
thought.  My  office  is  too  small  ai 
plain  for  a  big  shot.  And  at  work, 
don't  even  have  the  personal  comput 
needed  to  use  the  superbureau's  sf 
vice — ^just  a  terminal  on  a  network. 
GUESSING  WORKS.  But  there  was  : 
need  to  worry.  We  met  in  the  foy(: 
and  the  questions  were  easy.  Whi 
was  the  building  built?  Did  McGra| 
Hill  own  or  lease  it?  I  didn't  know,  bi| 
I  guessed.  The  last  requirement  was 
photograph  of  the  place.  Just  like  i 
one  to  the  left,  without  me. 

At  home,  from  my  own  PC,  I  foui 
the  superbureau's  menu  a  snoop's  c 
light.  Besides  credit  files — includii; 
credit-card  numbers — there  were  See 
Security  numbers  and  addresses.  A: 
driving  records.  And  credit  reports  i 
thousands  of  businesses. 

I  learned  about  loopholes,  too.  If 
wanted  reports  for  employment  pi| 
poses,  the  subjects  would  have  to 
notified  in  accordance  with  federal  la 
"Can  I  get  around  this?"  I  ask«; 
"When  you  go  on-line,"  said  my  sup( 
bureau  contact,  "just  ask  for  'cre( 
reports'  as  opposed  to  'employmei 
purpose  credit  reports.'  Then  no  o 
will  have  to  know  anything." 

I'm  out  of  the  snooping  busine 
now,  especially  since  this  article  blov 
my  cover.  It  was  fun  while  it  laste, 
but  here  is  the  sobering  thought:  II 
can  do  all  this,  anyone  can.  And  may 
the  next  time,  the  target  will  be  me 
By  Jeffrey  Rothfeder  in  New  Yo 
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§1  Chicago  Board  of  Trade 


AN  OPEN  LETTER  FROM 

THE  CHICAGO  BOARD  OF  TRADE 


For  more  than  141  years  the  Chicago  Board  of  Trade  and  our  members  have 
made  the  integrity  of  our  markets  the  first  and  most  important  priority.  Our 
wide  range  of  international  customers  have  found  that  the  Chicago  Board  of 
Trade  agricultural,  government  debt  and  other  markets  allow  them  to  discover 
the  world  price  and  transfer  their  risk.  The  relationship  that  we  have  developed 
with  our  customers  was  bom  out  of  our  commitment  to  provide  the  most 
liquid  and  honest  markets. 

hi  the  wake  of  the  recent  federal  grand  jury  indictments,  we  are  faced  with  the 
challenge  to  preserve  the  confidence  in  our  markets. 

We  have  never  tolerated  violations  of  our  rules  or  abuses  of  our  customers.  We 
view  these  charges  most  seriously.  The  Chicago  Board  of  Trade  will  investigate 
any  and  all  charges.  Disciplinary  action  will  be  taken  against  those  individuals, 
if  found  guilty,  to  the  fullest  extent  of  the  Exchange's  authority. 

Last  January  the  Board  of  Directors  took  immediate  action  after  the 
investigation  became  known,  to  ensure  that  allegations  of  this  kind  never  again 
could  be  made  at  the  Board  of  Trade.  These  actions  significantly  strengthened 
our  surveillance  program  and  disciplinary  functions.  To  that  end,  the  Board 
dramatically  enhanced  our  computerized  surveillance  system  and  today  we 
audit  100%  of  aU  transactions  that  occur  on  our  exchange. 

The  Chicago  Board  of  Trade  and  its  more  than  3500  members  are  resolved  to 
take  any  and  all  steps  that  are  necessary  to  assure  our  customers  that  our 
markets  will  remain  honest  and  efficient,  and  function  with  the  utmost 
integrity.  We  have  earned  the  respect  and  business  of  our  customers  for  nearly 
a  century-and-a-half  and  we  are  dedicated  to  continue  to  merit  their 
confidence. 


Karsten  Mahlmann 
Chairman 


Thomas  R.  Donovan 
President  &  Chief 
Executive  Officer 


LaSalle  at  Jackson 
Chicago,  Illinois  60604 
312  435  3500 


ADVERTISING! 


EASDON,  WITH  NISSAN'S  BRUCE:  "FRANKLY,  WE'RE  FLYING  BY  THE  SEAT  OF  OUR  PANTS" 


CONSIDER  THE  URUSHI  TREE- 
IS  IT  NOT  LIKE  A  LUXURY  CAR? 


Hill  HoUiday's  unconventional  campaign  for  Nissan's  Infiniti 


It  all  started  on  the  bullet  train  be- 
tween Tokyo  and  Kyoto.  "Why  do  we 
need  to  show  the  car?"  asked  Billy 
Heater,  a  copywriter  for  ad  agency  Hill, 
Holliday,  Connors,  Cosmopulos  Inc.,  as 
he  glanced  away  from  the  passing  land- 
scape. "It  does  kinda  get  in  the  way," 
agreed  art  director  Don  Easdon. 

That  brief  exchange,  recalled  by  Eas- 
don, gave  birth  to  one  of  the  most  unor- 
thodox automobile  ad  campaigns  in  re- 
cent memorj'.  When  commercials  start 
airing  on  Aug.  27  for  Infiniti,  Nissan 
Motor  Co.'s  new  luxury  line,  there  won't 
be  an  Infiniti  in  sight.  No  high-perfor- 
mance machines  snaking 
down  wet,  winding  roads.  No 
stately  sedans  depositing  ele- 
gant blondes  in  front  of  fash- 
ionable restaurants.  Instead, 
these  commercials  just  show 
nature  scenes:  Leaves  float- 
ing in  a  pond,  waves  washing 
up  on  a  beach,  a  single  tree 
standing  in  the  mist.  In  the 
background,  the  quiet,  almost 
faltering  voice  of  Heater 
urges  viewers  to  question 
their  values  and  asks  them 
what  luxury  really  is. 


A  car  campaign  that  doesn't  show  the 
car  is  all  but  unheard  of  on  Madison 
Avenue,  and  many  people  think  Nissan 
won't  get  away  with  it  for  long.  But  for 
now,  the  company  is  hoping  these  subtle 
commercials  will  leave  such  an  impres- 
sion on  luxury-car  drivers  that  they  will 
be  drawn  to  Infiniti  the  next  time  they 
buy  a  car. 

The  campaign  is  a  huge  risk  for  both 
Infiniti  and  Hill  Hol- 


EAST  MEETS  RUST:  TOO  WEIRD  FOR  U.  S.  TASTES? 


liday.  Nissan's  tranquil,  abstract 
proach  may  not  go  over  with  custoi|» 
accustomed  to  predictable,  hard-dri'- 
auto  ads.  And  the  campaign's  ethdj 
nature  makes  it  vulnerable  to  rid 
from  Madison  Avenue.  None  of 
risks  has  gone  unnoticed  by  Easdon 
Heater,  the  creative  duo  responsible 
such  Hill  Holliday  campaigns  as 
techno-speak  ads  for  Wang  Laborat 
Inc.  "Frankly,  we're  flying  by  the 
of  our  pants,"  Easdon  admits.  "T 
are  those  moments  when  you  begi 
have  second  thoughts." 

So  far,  Infiniti's  U.  S.  execul 
aren't  showing  any  doubts.  "The  k 
differentiation,"  says  William  R.  B: 
vice-president  and  general  manage 
the  Infiniti  Div.  "It  would've  been  a 
ger  risk  if  we'd  done  it  the  usual  w 
Nissan  already  is  known  for  ta 
risks.  When  Chiat/Day  Inc.  introd 
its  "Built  for  the  Human  Race" 
paign  for  Nissan's  standard  fleet  of 
in  1987,  some  ad  people  thought  the 
mercials  were  too  contrived  and  frer 
But  Nissan  stuck  by  Chiat,  and  th 
vised  campaign  has  helped  Nisi 
U.  S.  market  share  increase  nearly 
percentage  point  in  a  falling  marke 
TOTAL  IMMERSION.  Nissan  and  arch 
Toyota  Motor  Corp.  are  both  laum 
luxury  brands  in  the  U.  S.  this  fall, 
fully  aiming  their  flagship  models  a| 
$35,000-to-$40,000  niche.  That's 
$5,000  more  than  a  typical  CadilL 
Lincoln,  but  at  least  one-third  less  tl 
comparable  BMW  or  Mercedes-Benzj 
West  German  imports  they'd  like 
seat.  Toyota,  with  a  two-month  lead| 
already  started  selling  its  Lexus 
with  ads  that  stress  performance 
perfection. 

Even  before  they  began  searchinj 
an  agency,  Nissan  executives  de( 
they  wanted  to  build  a  new,  upscali 
age  to  differentiate  the  luxury  cars 
the  company's  other  models. 
Toyota  and  Honda,  with  its  Acura, 
decided  to  set  up  a  sep< 
dealer  network  (page 
The  ad  campaign,  thej^ 
ured,  should  tr>'  to  redj 
consumers'  concepts  of 
ry  to  include  non-Euro 
vehicles.  Then,  "we  wai 
establish  that  Infiniti  i: 
preferred  brand  of  Japi 
luxury  car,"  says  Bruce. 

To  do  that,  Nissan  im 
Hill  Holliday  and  four 
agencies  to  compete  for  the 
million  account  last  year.  A 
time,  the  Boston-based  ag 
was  a  finalist  in  the  competition  for 
eral  Motors  Corp.'s  Saturn  busines 
week  after  the  agency  lost  the  Sf 


i 
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Low-rises.  2060  A.D. 


Hi-Tech.  2060  A.D. 


Will  today's  hi-rises  be  the  low-rises  ot  tomorrow?  That  remains  to  be 
seen.  But  Samsung  audio  products  will  surelv  be  high  on  everyone's  /' 

eg  SAMSUNG 

The  future  ol  electronics. 
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IfO  DAYS  IN  BOOT  CAMP 
LEARNING  TO  lOYE  LEXUS 


Toyota  grooms  true  believers  to  sell  its  new  luxury  line 


nch  my  hands  nervously.  I  for- 
[  my  customer's  name.  And  I  can't 
;all  whether  this  car  or  its  sister 

has  the  special  door  seals.  But 
e  my  dubious  talent,  here  I  am 
g  saleswoman  for  Lexus,  Toyota 

Corp.'s  new  luxury  car  division. 
<ercise  is  part  of  a  training  course 

some  90  sales  and  service  people 
irning  how  to  build  the  classy  im- 
le  Lexus  division  thinks  it  needs  to 
id  in  this  hotly  competitive  market. 


450  prototypes,  2.7  million  test  miles, 
and  $3  billion  of  investment,  Toyota 
seems  confident  that  its  Japanese-made 
sedans  will  perform  as  planned.  Instead, 
it  frets  that  six  years  of  effort  could 
stall  in  the  hands  of  an  ill-mannered 
sales  force.  Toyota  plans  to  sell  16,000 
Lexus  cars  this  year  and  7.5,000  in  1990 
through  a  separate  dealer  network. 

Lexus  appears  to  have  a  head  start  in 
its  efforts  to  mold  the  best  and  the 
brightest.  Of  560  trainees  recruited  for 


ST  AND  BRIGHTEST  IK  CHICAGO:  LEXUS  WANTS  TO  CHANGE  THE  WAY  SALESPEOPLE  THINK 


two-day  seminar  in  Chicago  is  a 
;hon  of  lectures,  quizzes,  and  role- 
ig.  Constant  reiteration  of  the  divi- 

highbrow  philosophy  sometimes 
it  the  feeling  of  a  revival  meeting, 
re  not  mere  car  salespeople  but  a 
lard  for  change  in  an  often  de- 
1  industry,  we  are  told.  "The  most 
tant  single  factor  in  the  Lexus  divi- 
s  what  is  in  the  hearts  and  minds 
'  people  who  make  up  this  organi- 
i,"  intones  General  Manager  J.  Da- 
lingworth  Jr. 

;  emphasis  is  on  personal  attitudes, 
roduct  attributes.  We  do  hear  plen- 
3ut  the  cars:  the  $35,000  LS  400  and 
portier  $21,000  ES  250.  But  after 


this  and  four  other  Lexus  boot  camps 
across  the  country,  nearly  22%  used  to 
sell  or  service  European  luxury'  makes. 
Only  15%  came  from  domestic  lines,  in- 
cluding Cadillac  and  Lincoln.  The  others 
worked  for  Japanese  or  multiline  deal- 
ers. Nearly  two-thirds  of  the  Lexus 
trainees  are  under  40  years  old,  and  83% 
have  at  least  some  college  education. 
There's  not  a  plaid  sportcoat  in  sight. 
PROS  AND  CONS.  While  Lexus  aims  to  be 
different,  it's  not  ashamed  to  learn  from 
the  competition.  The  carmaker  hired  an- 
thropologists to  observe  dealerships  of 
Toyota  and  several  rivals  in  three  cities. 
The  lessons  for  us:  Know  your  prod- 
uct— and  the  competing  models — thor- 


oughly, as  salespeople  do  at  BMW.  Show- 
er customers  with  respect  and  courtesy, 
a  la  Mercedes.  Avoid  the  cool,  unemo- 
tional presentation  common  at  Acura, 
Honda's  upscale  division.  And  shun  the 
backslapping  approach  of  Cadillac. 

But  how  exactly  should  we  do  this? 
Some  prescriptions  are  obvious:  recep- 
tionists to  greet  customers,  honest  nego- 
tiations with  buyers,  and  clean  cars 
filled  with  gas  after  servicing.  "I've 
been  waiting  for  this  style  of  selling  for 
10  years,"  confides  Paul  F.  Wisowaty,  a 
former  Chevrolet  and  Toyota  salesman 
who  is  now  general  sales  manager  at 
Lexus  of  Orland  in  Tinley  Park,  111.  "I 
never  did  like  beating  on  people." 

We  trainees  are  bombarded  with  inspi- 
rational speeches  from  the  likes  of  Vince 
Lombardi  Jr.,  son  of  the  late  Green  Bay 
Packers'  coach,  and  ex-convict-turned 
professional  motivator  Gordon  Graham, 
who  says:  "When  you  say  you  can't,  you 
immediately  shut  off  all  creativity."  But 
too  much  dessert  after  dinner  and  too 
many  football  yarns  begin  to  wither  our 
can-do  spirit.  The  speeches  drone  on  un- 
til nearly  10  p.m. 

BLUE  THUNDER.  To  make  sure  the  Lexus 
vision  is  taking  hold,  we're  tested  both 
days  by  a  cheery  host  who  seems  to 
have  escaped  from  a  second-rate  game 
show.  On  big  screens  at  the  front  of  the 
room  appear  multiple-choice  questions 
and  a  countdown  clock.  We  enter  our 
responses  on  keypads  at  our  tables.  To 
fire  the  competitive  spirit,  we're  as- 
signed to  teams — I'm  with  Blue  Thun- 
der. Each  team's  combined  score  is  in- 
stantly charted  on  the  center  screen.  I'm 
beginning  to  feel  like  one  of  Pavlov's 
dogs.  What  is  the  Lexus  goal?  Correct 
answer:  "Complete  customer  satisfac- 
tion." The  Lexus  way  is  . . .  "Not  to  com- 
pete but  to  excel." 

The  real  moment  of  truth  arrives  on 
day  two.  After  all  the  lectures,  demon- 
strations, and  test  drives,  we  must  final- 
ly try  to  sell  the  cars.  We're  told  to 
tailor  a  presentation  to  the  customer's 
specific  interest — or  "hot  button."  My 
customer's  hot  button:  aerodynamics 
and  styling.  With  a  trainer  posing  as  the 
buyer  and  an  audience  of  four  other 
salespeople,  I  launch  into  my  spiel  about 
the  elegant  ES  250.  I  repeat  the  word 
"aerodynamic"  six  times  and  I  speak  in 
a  near  monotone.  But  my  group  is  kind. 
Their  grades  on  my  performance  range 
from  73  to  96  out  of  100.  I  rate  highest 
on  rapport  and  sincerity. 

There's  some  comfort  when  my  team 
wins  the  overall  competition  with  a  score 
of  93%o.  My  teammates  take  home  a 
piece  of  crj'Stal  engraved  with  the  name 
Lexus  in  it.  I  leave  with  the  knowledge 
that  I  haven't  missed  my  true  calling. 

By  Wendy  Zellner  in  Chicago 
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Now  having  more  ihi 

make  jo 


The  IBM  Proprinter  X24E's  handy  front 
feed  and  Propark  feature  help  you  juggle 
correspondence  and  spreadsheets  w  ith 
the  greatest  of  ease. 

The  letter  quality  Proprinter'"  X24E  is  part  of  a 
grow  ing  family  of  IBM  desktop  printers  with  a  host 
of  innoyatiye  features  designed  to  make  your  life 
sim[)ler. 

Like  the  X24Es  front  and  back  feeds,  which  let 
you  insert  envelopes  or  letterheads  into  a  handy  front 
slot,  without  haying  to  waste  time  unloading,  then 
reloading,  the  continuous  forms  in  back. 

Instead,  all  you  haxc  to  do  i>  push  the  Propark 

ISM  IS  a  registered  trademark  and  Pfoprmter  is  d  rrdOernark  ot  interriaiior    Business  Machines  Corporation  ©  1989  IBM  Corp 


quick  press  of  the 
through  spreadshe 


button  on  the  X24E  s 
3 -button  operating 
And  faster  than  w  ith 
other  printer,  you"  re  rea 
print  single  sheets  or  em 
in  up  to  15  handsome  fo 
Then,  with  just  anotf 
button,  you're  all  set  up  to  i 
ets.  mailing  labels  or  multi 


iie  mouth  to  feed  can 
b  easier. 


at  speeds  up  to  288  cps. 
i  Proprinter  X24E  will  impress  you  with  its 
esolution  graphics,  speed, 
lity  and  ease  of  use. 
s  reliable  construction 
3nsure  that  it  will  be 
ou  for  years, 
if  you're  looldng  for  an 
/ay  to  increase  your  pro- 


ductivity, ask  your  IBM  Authorized  Dealer  or 
IBM  marketing  representative  to  demonstrate  this 
outstanding  member  of  the  Proprinter  family.  For 
the  nearest  dealer  call  1  800  IBM-2468,  ext.  162. 

You'll  quickly  see 
how  the  X24E  can  be  a      ..i.  Miai^  mmm, 
very  welcome  addition 
to  your  office.  ~ 
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CORPORATE  FINANCE  I 


THE  HIGH  ROLURS 
HIT  A  lOSIHG  STREAK 


Tight  money  and  high  rates  are  cleaning  out  Australia's  raiders 


ooker  Corp.  used  to  be  a  stodgy 
Australian  real  estate  developer. 
Then,    George    Herscu  came 
along. 

A  flamboyant  Romanian  immigrant 
and  onetime  delicatessen  owner,  Herscu, 
61,  made  a  fortune  putting  up  shopping 
centers  across  his  adopted  homeland.  He 
took  control  of  Hooker  for  $150  million 
in  1985,  loaded  it  with  debt,  and  jetted  to 
the  U.  S.  to  snap  up  Bonwit  Teller,  B. 
Altman,  and  several  other  tony  Ameri- 
can retailers.  But  Herscu's  magic  touch 
vanished  in  a  flash  when  Australian  in- 
terest rates  zoomed  past  20%  this  year. 
Unable  to  support  their  $2  billion  in 
loans.  Hooker  and  other  Herscu  opera- 
tions were  plunged  into  liquidation  in 
Sydney  and  then  into  Chapter  11  bank- 
ruptcy proceedings  in  New  York. 
BUCCANEERS.  So  goes  life  these  days  for 
the  post-Rupert  Murdoch  class  of  Aus- 
tralian entrepreneurs,  who  only  a  few 
years  ago  burst  onto 
the  Wall  Street  scene 
with  the  homespun  self- 
confidence  of  Crocodile 
Dundee.  Even  as  their 
U.  S.  expansion  plans 
proved  overambitious. 
Prime  Minister  Robert 
J.  L.  Hawke  unleashed 
punitive  interest-rate  in- 
creases to  tame  Austra 
lia's  debt-fueled  econo- 
my. "The  raiders  got 
into  trouble,"  says  Tom 
Maier,  a  fund  manager 
at  London's  Barings  In- 
ternational Investment 
Management  Ltd.,  "be- 
cause they  bought  as- 
sets overseas  without 
looking  at  how  they 
were  going  to  pay  for 
them." 

First  to  be  blindsided 
was  the  hastily  assem- 
bled empire  of  Robert 
Holmes  a  Court,  who 
borrowed  massively  to 
take  runs  at  natural- 
resources  giants  Tex- 


Mall  magnate 
George  Herscu  lost 

his  Midas  touch 
when  interest  rates 
soared  past  20% 
this  year 


aco,  USX,  and  Broken  Hill.  His  empire 
collapsed  after  the  stock  market  crash 
left  him  overextended.  Now,  Alan  Bond, 
the  buyer  of  much  of  Holmes  a  Court's 
holdings,  is  unloading  assets  to  cut  his 
company's  $5.3  billion  debt. 

Bond  was  rebuffed  last  year  after  ac- 
cumulating a  large  block  of  stock  in 
British  media  and  mining  giant  Lonrho 
PLC.  Since  then,  shares  in  his  Bond  Corp. 
Holdings  Ltd.  have  remained  depressed, 
and  his  brewing  operations  are  under 
pressure.  In  July,  Bond  put  a  prized  Syd- 
ney development  project  up  for  sale  af- 
ter failing  to  find  either  a  mortgage  or  a 
partner  for  the  venture. 

Herscu,  too,  tried  to  sell  assets.  With 
his  business  weakening,  he  tried  to  sell 
some  $750  million  worth  of  properties 
in  May.  But  the  roof  caved  in  two 
months  later,  after  Westpac  Banking 
Corp.,  Commonwealth  Bank  of  Austra- 
lia, and  other  lenders  refused  to  go 
ahead  with  a  four- 
month  moratorium  on 
$675  million  in  debts. 
When  Herscu  wouldn't 
meet  his  banks'  demand 
that  he  resign  as  execu- 
tive chairman,  a  Sydney 
court  put  Hooker  in 
provisional  liquidation. 

Under  that  status,  a 
court-appointed  manag- 
er attempts  to  continue 
operating  a  company. 
But  he  can  eventually 
seek  to  have  it  closed 
down.  Herscu's  private- 
ly owned  Hersfield  De- 
velopment Corp.,  mean- 
while, was  placed  in 
receivership  in  a  court 
in  Melbourne,  to  contin- 
ue running  until  its 
debts  are  repaid.  Fol- 
lowing the  Australian 
actions,  most  of  Hook- 
er's U.  S.  units,  includ- 
ing B.  Altman  &  Co. 
and  Bonwit  Teller  Inc., 
requested  court  protec- 
tion under  Chapter  11. 


Like  Holmes  a  Court,  Herscu's  < 
down  appears  to  reflect  overamb 
yearnings.  A  Nazi  labor  camp  sur 
who  emigrated  to  Australia  in  his 
Herscu  climbed  steadily  up  the 
from  laborer  to  deli  owner  to  shop 
center  magnate.  By  the  1980s,  h(  i 
become  one  of  the  country's  larges 
estate   operators,   building  hii 
"Tara,"  a  Melbourne  mansion  mo  ; 
on  Scarlett  O'Hara's  home  in  Gone\  < 
the  Wind,  and  tooling  around  towi; 
Rolls-Royce. 

But  Aussie  malls  weren't  enoug:  i 
Herscu,  who  has  refused  to  conr  : 
since  the  bankruptcy  actions.  After  i 
ing  Hooker  for  its  vast  tracts  of 
veloped  residential  acreage,  Hersc 
gan  shopping  for  U.  S.  propertie 
1987,  he  dived  in,  buying  Bonwit 
Campeau  Corp.  for  $101  million. 
PUBS  TO  STABLES.  In  short  order,  Hi 
also  took  over  B.  Altman,  the 
samer  jewelry  chain  in  Californiai 
majority  interests  in  Houston's  Sak 
and  Birmingham  (Ala.)-based  Pai 
He  quickly  announced  big  exp; 
plans  for  the  stores  and  began  bu 
giant  malls  in  Columbia,  S.  C,  C 
nati,  Tampa,  and  Denver. 

But  Bonwit  and  B.  Altman,  o 
retailers  in  need  of  thorough  rejil 
tion,  apparently  required  more  casi 
Herscu  had  planned.  "There's  nc 
more  expensive  than  the  cost  of  til 
around  a  turnaround,"  says  Sanf(i 
Sigoloff,  who  piloted  retailer  \i 
Cos.  out  of  bankruptcy  last  yea 
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•ed  in  August  to  manage  Hook- 
S.  operations. 

ast  Herscu  has  left  behind  some 
ling  companies — a  claim  many 
an't  make.  Take  Brian  R.  Yuill, 
3pedley  Holdings  Ltd.,  owing  $1.1 
.0  Bank  of  New  Zealand  and  Brit- 
tandard  Chartered  Bank,  among 
was  placed  in  liquidation  in  Syd- 
A.pril.  Over  the  past  decade,  Yuill 
;d  a  motley  assortment  of  hold- 
1  real  estate,  insurance,  pubs, 
ghbred  racehorse  stables,  and 
;y  and  securities  dealers  in  Aus- 
nd  Britain. 

Holmes  a  Court,  Yuill  came  a 
•  after  the  1987  crash. 
.  a  big  lender  to  Roth- 
td.,  another  highly  le- 
i  Australian  financial 
According  to  the  Na- 
Companies  &  Securi- 
mmission,  Yuill  tried 
f  afloat  by  secretly 
ig  funds  from  one 
ly  to  another  when 
ells'  financial  situa- 
'ew  precarious.  In  a 
;ch  effort,  Yuill  at- 
d  to  trade  Spedley 

trouble  by  speculat- 
'  bond  futures  and 

only  to  lose  $60  mil- 
d  go  under.  During  a 
hearing  on  a  request 
commission  to  put 
'  Spedley's  affiliates 
eceivership,  Justice 


Robert  Broking  of  the  Viclona  StaU' 
preme  Court  declared  that  Yuill  had  en- 
gaged in  "quite  extraordinary  and  de- 
plorable conduct,  most  of  it 
dishonest ...  to  deceive  creditors."  Nei- 
ther Yuill  nor  his  companies  have  been 
charged  with  any  offenses.  A  spokes- 
man says  Yuill  is  traveling  and  unavail- 
able for  comment. 

Another  raider,  Allan  Hawkins,  has 
left  a  wake  nearly  as  wide.  A  New  Zea- 
lander,  he  blossomed  after  floating 
shares  in  Australia  for  a  subsidiary  of 
his  Equiticorp  Holdings  Ltd.  in  1986. 
Hawkins  reorganized  as  Equiticorp  In- 
ternational, a  British-based  financial  ser- 


AROSTEROFAUSTRAIIA'S 
TROUBLED  ENTREPRENEURS 


Name 

Business 

Stotus 

ALAN  BOND 

BOND  CORP.  HOLDINGS 
G.  Heileman  Brewing, 
Channel  9  TV  network, 
Sf  Moritz  Hotel 

Stock  depressed,  Sydney 
office  development 
up  for  sale 

AUAN  HAWKINS 

\ 

EQUITICORP  HOLDINGS 
Formerly  hod  stakes  in 
merchant  bank  Guiness 
Mahon,  insurance  broker  GPG 

In  Australian  liquidation 

GEORCf  HERSCU 

HOOKER  CORP. 

B.  Altman,  Bonwit  Teller, 

U.S.  stores  in 
Chapter  1 1, 

Parisian,  Sokowitz, 
Merksomer,  shopping  molls 

Hooker  in  Australitn 
provisional  liquidotfon 

BRIAN  B.  YUILL 

SPEDLEY  HOLDINGS 
Formerly  owned  GPI  Leisure 
Pubs,  Tulloch  Lodge  stables 

In  Australian  liquidation 

DATA:  BW 

\  ices  group  with  61%  stakes  in  Guiness 
Mahon  &  Co.,  a  London  merchant  bank, 
and  GPG,  an  insurance  broker. 

But  in  January,  $836  million  in  debt 
and  still  suffering  from  postcrash  shock, 
Equiticorp  was  placed  in  liquidation  af- 
ter an  unidentified  lender  refused  to  go 
along  with  a  debt  moratorium  proposed 
by  several  others.  With  Hawkins  unable 
to  sell  enough  assets  to  pay  his  credi- 
tors, Equiticorp  International  in  July 
was  deemed  insolvent.  British  police  are 
investigating  whether  Equiticorp  execu- 
tives secretly  propped  up  the  price  of 
GPG's  stock  before  the  group  collapsed. 
The  GPG  shares  had  been  used  as  collat- 
eral for  Equiticorp  bank 
loans.  A  drop  in  their  value 
would  have  required  Equiti- 
corp to  come  up  with  more 
collateral,  just  when  it  was 
strapped  for  cash.  Hawkins' 
whereabouts  are  unknown. 

While  Australia's  govern- 
ment is  grappling  earnestly 
with  its  debt  problems,  the 
economy  is  slowing,  the 
stock  market  is  sluggish, 
and  interest  rates  remain 
painfully  high.  These  days, 
its  once-swashbuckling  raid- 
ers are  unlikely  to  be  a 
threat  to  anyone  but  their 
creditors. 

By  Stephen  Hutcheon  in 
Sydney,  icith  Mark  Maremont 
in  London  and  Amy  Dunkin 
in  New  York 
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PUBLIC  FINANCE  I 


WHOOPS:  INVESTORS  MAY 
LET  BYGONES  BE  BYGONES 


Its  default  still  rankles,  but  a  new  issue  looks  promising 


Whoops,  they're  back.  The  same 
Washington  Public  Power 
Supply  System  that  spooked 
the  market  in  1983  with  its  $2.25  billion 
default,  the  largest  in  municipal-bond 
history,  is  knocking  on  Wall  Street's 
doors  again.  No,  WPPSS  isn't  building 
any  more  white-elephant  plants,  such  as 
its  abandoned  Nuclear  Projects  4  and  5. 
This  time  it's  only  trying  to  get  out  from 
under  more  than  $2  billion  worth  of 
high-cost  debt  it  ran  up  in  the  early 
1980s  to  finance  its  solvent  projects. 


first  Corp.,  the  trustees  for  the  new  is- 
sue. Chemical  Vice-President  William 
Berls  says  the  bank  believes  that  hold- 
ers of  the  defaulted  bonds  will  have  a 
claim  on  as  much  as  $1  billion  of  the  new 
money.  That,  Berls  says,  is  because  part 
of  the  money  from  the  defaulted  bonds 
was  used  to  subsidize  healthy  projects. 
WPPSS  says  that  claim  is  "without  merit" 
and  that  the  delay  is  temporary. 

The  new  WPPSS  sale  places  the  Street 
in  a  uniquely  uncomfortable  role.  In 
April,  engineers  and  others  blamed  for 


WPPSS  BONDS  ARE  GETTING 
SOME  RESPECT  IN  THE  MARKET 


ARERTAX 
JUNK  BOND  AVERAGE 
33%  TAX  BRACKET 


DATA;  GABRIELt  HUEGLIN,  &  CASHMAN, 
DONALDSON,  lUFKIN  X  JENREHE  SECURITIES  CORR 


The  bonds  being  refinanced  carry 
rates  as  high  as  15%,  and  unlike  those 
for  plants  4  and  5,  WPPSS  has  never 
missed  an  interest  payment  on  them. 
And,  in  contrast  to  the  defaulted  bonds, 
these  are  backed  by  a  federal  agency, 
the  Bonneville  Power  Administration.  By 
selling  new,  tax-exempt  bonds  at  today's 
market  rates  (chart),  the  Richland 
(Wash.)-based  supply  system  hopes  to 
save  as  much  as  $70  million  in  annual 
debt  service — a  noble  endeavor  for  any 
public  entity.  The  first  round  of  new 
WPPSS  offerings,  to  the  tune  of  $450  mil- 
lion, is  scheduled  to  go  on  sale  after 
Labor  Day. 

■MORALLY  APPALLED.'  WPPSS,  however,  is 

having  some  trouble  escaping  from  the 
shadow  of  its  past.  The  bonds  originally 
were  scheduled  to  be  sold  on  Aug.  21, 
but  they  were  abruptly  withdrawn  after 
Chemical  Bank,  the  trustee  for  the 
bonds  in  default,  sent  a  letter  to  Morgan 
Guaranty  Trust  Co.  and  Seattle's  Sca- 


the debacle  agreed  to  a  $660  million  set- 
tlement of  all  the  claims.  Street  firms, 
which  had  been  accused  of  fraud  and 
negligence,  previously  had  agreed  to 
contribute  $92  million.  None  of  the  par- 
ties involved  in  the  litigation  admits  or 
denies  guilt  in  the  agreement,  which  still 
awaits  court  approval.  Many  of  the  origi- 
nal dealers,  including  Smith  Barney, 
Harris  Upham  &  Co.  and  Bear,  Stearns 
&  Co.,  are  involved  again  by  selling  the 
new  issue.  Others  are  sitting  it  out. 
True,  "their  creditworthiness  is  perfectly 
decent"  now,  says  one  analyst  at  a  firm 
that  sold  the  old  issue.  Standard  & 
Poor's  Corp.  rates  the  new  issues  a  re- 
spectable AA-.  But  in  light  of  the  dam- 
age inflicted  before,  the  analyst  adds: 
"We  are  morally  appalled  that  WPPSS 
can  come  back  to  market." 

The  strength  of  the  new  bonds  stems 
from  the  relative  health  of  Bonneville, 
according  to  Lauren  Eastwood,  an  ana- 
lyst with  bond  house  Gabriele,  Hueglin 


&  Cashman  in  New  York.  Chart< 
Congress  in  1937  to  sell  electricit 
the  Bonneville  Dam,  the  agencj 
owns  and  operates  the  main 
transmission  system  in  the  Nor 
Its  service  area  and  resources  an 
greater  than  those  of  the  local 
companies  in  WPPSS,  and,  as  a 
bureaucracy,  it  can  raise  rates  ' 
state  approvals. 

Susan  Peabody,  manager  of  i 
bond  mutual  fund  for  Alliance 
Management,  agrees  that  if  th 
snag  with  Chemical  can  be  resoh 
WPPSS  bonds  look  like  a  good  buy 
expected  7.7%,  a  half-point  abov 
utilities,  institutions  such  as  im 
companies  will  gobble  it  up.  Mi 
of  mutual  funds,  though,  will  ha\ 
wary  of  "shareholder  sensitivit 
possibility  that  people  would  be  s 
to  see  WPPSS  pop  up  in  a  quart< 
port.  With  owners  of  the  de 
bonds  still  waiting  for  their  set 
of  about  40$  on  the  dollar,  only  th 
iest  retail  brokers  are 
try  coaxing  individu 
tomers  into  the  new  r 

TAX  BREAK.   Still,  W 

getting  a  bargain.  It 
able  to  replace  a  15' 
with  an  interest  rate 
high  only  because  of  a 
tax  break.  The  1986  1 
form  Act  clamped  d( 
the  ability  of  municip 
ers  to  refinance  previos 
sued  bonds,  as  WPPSS 
ing    to    do  now. 
Speaker  Thomas  S.  F( 
Wash.)  secured  a  spe 
emption  allowing  WPPS 
its  refunding  tax-free.,, 
The  new  WPPSS  bonS 
be  a  safe  bet  for  investors,  bi' 
impact  is  less  benign  for  other  miH^ 
issuers.  Rates  on  munis  are  staiii 
inch  up  as  municipalities  clog  the  n 
in  the  hopes  of  getting  there  i 
WPPSS,  which  plans  yet  another  (f 
before  the  end  of  the  year.  At  tl  , 
time,  a  vastly  larger  financial  diss 
the  savings  and  loan  bailout — is  6 
to  boost  the  interest  rates  on  T:i! 
bonds,  and  thus  those  on  munis  a 
erything  else. 

To  comply  with  new  capital  staii 
S&Ls  are  selling  off  their  massive« 
lios  of  government-backed  mortg| 
curities.  These  mortgage  bonds  cn 
for  investor  dollars  in  the  mark! 
and  in  that  way  jack  up  Treasurjji 
says  Maria  F.  Ramirez,  a  money-a 
economist  with  Drexel  Burnhar 
bert  Inc.  Like  the  S&Ls,  WPPSS  ist 
to  make  a  fresh  start  in  the  marit 
many  are  still  haunted  by  its  relr 
By  David  Zigas  in  No 
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fhe  competition  can  t 
hold  a  candle  to  us. 


Heat  is  what  makes  most  fax 
ages  appear.  Unfortunately, 
it-and  time-can  also  make 
!m  disappear 

If  you  need  to  keep  a  permanent 
ord  of  your  fax  messages-without 
.king  a  separate  trip  to  the  copier- 
have  the  solution. 
It's  the  dex®  450  facsimile  from 
jitsu. 

The  dex  450  prints  on  plain  paper 
ilain  paper  that's  easy  to  write  on, 
Is  good,  looks  great  and  is  perfect 
long-term  storage. 
But  that's  not  all  that  puts  this 
jitsu  fax  ahead  of  the  competition. 


The  dex  450  also  has  a  20-page 
memory  for  broadcasting  and  out-of- 
paper  reception,  advanced  auto- 
dialing,  Image  Quality  Processing 
(IQP)  for  superb  copy  quality,  CCITT 
error  correction  for  more  accurate, 
reliable  transmission  and  reception, 
and  much,  much  more. 

Best  of  all,  the  dex  450  is 
designed  and  built  for  rugged 
reliability,  by  one  of  the  world's 
leading  makers  of  computers  and 
communications  systems.  And 
it's  backed  by  a  dedicated  nation- 
wide fax  service  organization 
with  over  20  years  of  experience. 


For  complete  information  about 
the  dex  450  and  all  our  other  high- 
tech facsimiles,  contact  Fujitsu 
Imaging  Systems  of  America,  Corpo- 
rate Drive,  Commerce  Park,  Danbury 
CT  06810.  Or  call:  1-800-243-7046. 

dfj'  IS  a  registered  Irademark  nf  Fujitsu  Imaging  Systems  of  America.  Inc 


Fujrrsu 


The  global  computer  &  communications  company. 
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Commentary/by  David  Greising 

HOW  TURF  WARS  KILLED  A  GOOD  INVESTMENT  PRODUCT 


t 


regulating  today's  complex  finan- 
cial markets  is  no  simpler  than 
^trading  in  them.  But  when  a 
U.  S.  Appeals  Court  on  Aug.  18  settled 
a  turf  battle  between  commodities  and 
securities  regulators,  it  did  nothing  but 
hurt  this  country's  financial  markets 
and  cause  confusion  for  investors. 

By  court  order,  trading  on  the  Amer- 
ican and  Philadelphia  stock  exchanges 
in  a  promising  new  type  of  investment 
product  called  stock-index  participa- 
tions, or  SIPs — baskets  of  the  securities 
like  those  that  make  up  the  Standard  & 
Poor's  500-stock  index — 
will  be  stopped  in  mid- 
September.  Not  because 
the  product  itself  is 
faulty.  And  not  because 
it  isn't  serving  investors' 
needs.  Instead,  a  deci- 
sion was  reached  that 
the  product  is  not  a  secu- 
rity and  thus  cannot  be 
traded  on  a  stock  ex- 
change. In  essence,  the 
court  banned  trading 
because  of  an  old  bor- 
der dispute  between 
the  Securities  &  Ex- 
change Commission  and 
the  Commodity  Futures 
Trading  Commission. 

The  Chicago  futures 
exchanges  were  successful  in  convinc- 
ing the  courts  that  the  SIPs  were  fu- 
tures and  subject  to  regulation  by  the 
CFTC,  not  the  SEC,  which  regulates  the 
stock  markets.  In  fact,  the  SIPs  are 
hybrids — part  security,  part  future. 
The  investors  who  buy  these  baskets 
can,  in  effect,  trade  the  S&P  500-stock 
index  without  owning  one  share  of 
stock.  Sounds  like  a  future.  But  they 
get  quarterly  dividends,  which  sounds 
like  a  stock.  They  make  a  profit  or  loss 
when  they  sell,  depending  on  the  over- 
all market.  That  sounds  like  both. 
MESMERIZED.  The  court  said  SiPs  were 
so  much  like  futures  that  the  CFTC 
should  regulate  them.  That  would  be 
fine,  except  that  no  futures  exchange 
wants  to  offer  SIPs.  After  all,  they 
each  have  their  own  stock-index  prod- 
ucts. So  now,  SIPS  are  being  removed 
from  the  market  completely. 

The  court  based  its  decision  on  a 
principle  contained  in  the  seven-year- 
old  turf-splitting  agreement,  the  Shad- 
Johnson  accord,  drawn  up  after  a  bit- 


ter dispute  over  who  should  regulate 
options  on  government  securities. 
Named  after  the  heads  of  the  SEC  and 
the  CFTC  at  the  time,  Shad-Johnson 
generally  gives  the  SEC  oversight  for 
products  that  help  raise  capital  and  the 
CFTC  oversight  for  contracts  that  hedge 
against  price  changes.  That  means  the 
SEC  regulates  stocks,  which  raise 
funds;  the  CFTC  oversees  wheat  con- 
tracts, which  set  prices.  Under  the  log- 
ic of  Shad-Johnson,  stock  options, 
which  guard  against  price  changes  and 
don't  help  companies  raise  capital. 


The  markets — not 
feuds  played  out  in  the 
courts — should  rule  on 
financial  vehicles 


should  belong  to  the  CFTC.  But  they're 
SEC  products.  And  how  about  stock-in- 
dex futures,  which  are  the  second  cous- 
ins of  stock  options?  Why,  they  happen 
to  fall  into  CFTC  territory;  after  all, 
they're  called  futures. 

The  stock  and  futures  exchanges  are 
so  mesmerized  by  Shad-Johnson's  nu- 
ances that  innovation  in  the  markets 
works  something  like  this:  A  stock  ex- 
change devises  a  product  that  mimics  a 
successful  futures  product.  The  ex- 
change makes  a  few  cosmetic  changes 
and  then  persuades  the  expansion- 
minded  SEC  to  approve  the  product  for 
trading.  The  futures  exchanges  cry 


foul  and  run  to  the  courts,  where 
erybody  argues  over  legalistic  dei 
tions,  nobody  is  concerned  about 
nomic  justification,  and  investors 
left  in  the  lurch. 

No  one  knows  just  how  well  the 
kets  would  have  worked.  The  reg 
tory  cloud  hanging  over  siPs  was 
heavy  that  two  large  broker 
houses,  Merrill  Lynch  &  Co. 
PaineWebber  Inc.,  banned  their  tl 
sands  of  retail  brokers  from  marke 
them.  Still,  traders  and  arbitrag< 
bought  $184  million  worth  of  SIPs, ' 
imputed  dividends  of 
million,  during  the  tl 
months  they  traded. 

NEW  EQUATION.  The  t 

has  come  to  reconst 
the  regulatory  equa 
that  divides  the  fu 
and  stock  markets 
court  gave  the  CFT 
risdiction  because 
agency  usually  regu 
any  new  product  tha 
fies  definition.  This 
trary  rule  points 
critical  need  for  a  be 
system.  There  is  a 
tion:  Free  the  mar 
from  Shad-Johnson. 

The  market — not 
courts  or  court  acti( 
should  determine  a  financial  prod 
fate.  The  oversight  system  must 
undermine  innovation  at  a  time  v 
global  trading  is  increasing  compet 
in  international  markets.  The  Treai 
Dept.,  which  has  an  interest  in 
stock  and  futures  exchanges,  sh 
assign  either  the  SEC  or  the  CFT 
regulate  each  one.  Exchanges 
should  be  freed  to  propose  wha 
products  they  want.  Let  stock 
changes  propose  SiPs;  let  future 
changes  offer  futures  on  indi 
stocks. 

If  legitimate  complaints  arise  t 
proposed  product  would  harm  an 
ing  market  and  not  merely  brin 
new  competition,  let  the  exchang 
gue  that  out  before  a  panel  dr 
from  the  SEC,  CFTC,  and  Treasury 
changes  would  stop  wasting  time 
loring  products  to  fit  elusive  defini 
of  securities  or  commodities, 
above  all,  investors  in  the  markets 
turf-battling  bureaucrats  in  WasI 
ton,  would  decide  which  products  v 
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^  Otherwise 
the  taxes 
are 

simply 
going  to 
eat  up 
your 
kids' 

inheritance, 


Connecticut  Mutual  Life  Insurance  Company  "TX,    ff^P^  K\\tnnc*C^ 

•  Connecticut  Mutual  Financial  Services  •  Urbco  •  GroupAmerica  Insurance  Company  •  State  House  Capital  Management  1  IIC  U^P^  rAUlM-l  IV-t 

•  CM  Life  •  CM  Assurance  •  CM  Asset  Advisors  •  CM  Transnational  •  Diversified  Insurance  Services  of  America  ^^^P^ 

Hartford.  Connecticut  06154  An  Alliance  of  Blue  Chip  Companies 


t 


inance 


MARKETS  &  INVESTMENTS! 


WOULD  YOU 
BELIEVE 

A  $10,000  STOCK? 


Sure,  if  Warren  Buffett  is  behind  it 


It's  the  kind  of  company  that  is  often 
overlooked  by  investors:  a  hodge- 
podge of  maturing  businesses  rang- 
ing from  furniture  to  candy,  with  its 
largest  holding  in  an  out-of-favor  indus- 
try— property  and  casualty  insurance. 
Nevertheless,  investors  are  lining  up. 
The  CEO,  you  see,  is  the  famed  investor 
Warren  E.  Buffett.  And 
the  company  is  Berkshire 
Hathaway  Inc.,  whose 
shares  recently  soared  to 
an  all-time  high  of  $8,100 
(chart). 

If  past  performance  is 
any  guide,  it's  likely  that 
Berkshire  Hathaway  will 
soon  make  history  as  the 
first  publicly  traded  stock 
to  climb  into  the  five  dig- 
its. Shares  in  the  Omaha- 
based  holding  company 
have  gained  over  507'  this  year,  continu- 
ing a  remarkable  long-term  advance. 
The  stock  has  multiplied  thirtyfold  over 
the  past  decade,  and  the  company  has 
grown  like  a  beanstalk.  As  always,  in- 
vestors are  lured  by  Buffett's  renowned 


BERKSHIRE  HATHAWAY'S 
STOCK  HAS  ROCKETED 


THE  "SAGE  OF  OMAHA": 
SHARES  ARE  UP  50%  IN  1989 
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ability  as  a  stock  picker. 
In  recent  years,  he  has 
acquired,  through  Berk- 
shire, major  positions  in 
such  companies  as  Capi- 
tal Cities/ABC,  Coca-Cola, 
Salomon,  and  Gillette. 

Although  the  invest- 
ment activities  of  the 
"Sage  of  Omaha"  are 
closely  watched  on  Wall  Street,  his  com- 
pany is  not.  Only  about  77  of  shares  are 
owned  by  institutions,  and  the  company 
is  tracked  by  just  three  analysts,  two 
with  firms  specializing  in  insurance. 
"It's  a  hybrid  company,  an  investment 


company  with  a  huge  portfolio — al 
like  a  closed-end  fund,"  notes  Joh 
Snyder,  an  analyst  with  Firemark  I 
ance  Research. 
GOOD  BUY.  The  Street's  indifferen 
understandable.  Berkshire  Hathi 
has  a  razor-thin  float — ^just  1,14 
shares  outstanding,  almost  half  of  v 
are  owned  by  Buffett.  A  stock 
would  reduce  share  prices,  but 
would  encourage  trading — which 
be  anathema  to  Buffett.  "Our  goal 
attract  long-term  owners  who,  at 
time  of  purchase,  have  no  timetab 
price  target  for  sale  but  plan  inste; 
stay  with  us  indefinitely,"  Buffet 
jilained  in  the  1988  annual  report. 

Berkshire  Hathaway's  tiny  float 
deter  large  investors,  but  the  sto 
actually  a  good  buy  for  small  invei 
Because  of  a  quirk  in  brokerage  con 
sion  schedules,  Berkshire  is  cheap 
bought  a  share  at  a  time.  One  i 
would  cost  just  $97  in  commissioi 
Merrill  Lynch  &  Co.,  and  $49  at  disci 
er  Charles  Schwab  &  Co. — less  thaf 
of  the  purchase  price. 

True,  the  recent  runup  may  r 
that  Berkshire  Hathaway  has  bee 
overvalued — something  Buffett  has  i 
opposed.  Berkshire  shares  are  trjf 
at  about  21  times  earnings,  well  aJ 
the  market  price-earnings  ratio  of  [ 
"It  looks  a  bit  expensive  nowada 
remarks  one  of  the  few  instituti 
holders.  But  that  was  what  some 
were  saying  when  a  share  of  H 
shire  Hathaway  cost  a  mere  three  1 
sand  bucks. 

By  Gary  Weiss  in  New 


INVESTMENT  BANKING  I 


NOMURA  SEEKS  A 
YANKEE  SKIPPER 


Veteran  trader  Max  Chapman 
could  head  its  U.S.  subsidiary 


Since  he  resigned  from  Kidder,  Pea- 
body  &  Co.  in  January,  Max  C. 
Chapman  Jr.  has  tried  to  keep 
busy.  He  has  been  managing  his  invest- 
ments out  of  an  office  in  New  York.  And 
he  built  a  home  in  Wyoming  for  himself 
and  his  family.  But  it  isn't  the  same  as 
life  on  Wall  Street.  Now,  says  Chapman, 
still  one  of  the  Street's  best-known  exec- 
utives, "I'm  ready  to  get  back  to  work." 

Nomura  Securities  Co.,  it  seems, 
would  love  to  accommodate  him.  Tokyo- 
based  Nomura  has  offered  Chapman  a 
job  as  the  head  of  its  U.  S.  operation, 
according  to  people  close  to  him.  Nomu- 
ra recently  recalled  to  Japan  Masaaki 


Kurokawa,  who  ran  its 
troubled  U.  S.  subsidiary 
for  2'/2  years.  Nomura  is 
expected  to  have  his  suc- 
cessor on  board  by  Oct. 
1.  The  unit  lost  $1.5  mil- 
lion in  fiscal  1988,  then 
laid  off  157  of  its  staff. 

For  Chapman,  the  posi- 
tion would  be  presti- 
gious— and  difficult.  No- 
mura has  never  chosen 
an  American  to  run  its 
35-year-old  U.  S.  unit.  It 
hopes  an  American  chief 
will  stem  defections  by 
U.  S.  staffers,  many  of 
whom  left  to  make  more 
money  at  rival  firms. 
LAST  LAUGH?  Chapman 
would  be  a  co-chairman 
with  Katsuya  Takanashi, 
current  chairman  of  Nomura  Securities 
International,  the  North  American  unit. 
He  insists  that  talk  about  his  joining 
Nomura  is  "premature."  P.J.  Johnson, 
Nomura  spokesman,  says:  "I've  heard 


WOULD  CHAPMAN,  AS  AN 
AMERICAN,  STEM  DEFECTIONS? 


that   rumor   for  S| 
time." 

Nomura  and  Chapj 
know  each  other 
Two  years  ago,  Chap 
went  to  Japan  to  dis| 
a  joint  venture.  The 
continued  until  the 
ber,  1987,  stock 
crash  ended  their  pla 
Chapman,  45,  ha 
successful  20-year  ca 
at  Kidder.  After  star 
out  as  an  investn 
banker,  he  made 
mark  by  building  a 
notch  financial-future  |' 
vision.  But  he  left 
president  after  Ger 
Electric  Co.,  Kidder's 
ent,  passed  him  over 
CEO,  installing  one  o; 
own  executives,  Michael  A.  Carpel 
who  had  headed  GE  Capital  Corp.  f| 
Chapman  would  like  nothing  better  I 
to  show  GE  that  it  made  a  mistake. 

By  Jon  Friedman  in  New 
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AN 
IMPROVH) 

BUSINESS 
PICTURE 


Picture  this:  a  computer  with  the  power,  speed  and  VGA  graphics 
Dability  of  a  high-performance  desktop  PC,  that's  small  enough  to  slip  into  a 
sk  drawer. 

That's  the  beauty  of  the  Toshiba  T5200  laptop  computer. 

The  T5200  is  our  most  sophisticated  laptop  ever  It  has  an  hitel 
386  microprocessor,  32-bit  architecture,  and  it's  IBM  compatible.  And  you  can 
oose  your  operating  system -MS  DOS;  MS  OS/2"  or  Unix! 

It's  like  having  an  entire  computer  department  in  a  briefcase, 
id  because  it's  no  bigger  than  a  briefcase,  you  can  access  your  office  mainframe 
ywhere  you  go. 

Our  laptop  is  only  one  example  of  how  we  do  business.  Because  every  piece 
business  equipment  we  make,  from  copiers  to  fax  machines,  to  phone 
stems,  are  aU  designed  around  one  central  idea:  The  best  way  to  improve  our 
siness  is  to  improve  yours. 

Intel  IS  a  trademark  of  Intel  Corporation  Unix  is  a  registered  trademark  of  American  Telephone  and  Telegraph  Company  iBM  is  a  trademark  of 
lational  Business  Machines  Corporation  MS  DOS  and  MS  OS/2  are  registered  trademarks  of  Microsoft  Corporation 

In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information  write  Toshiba  America  Information  Systems,  inc  ,9740  Irvine  Blvd  .  Irvine,  CA  92718  or  call  1-800-457-7777 


BY  GENE  G.  MARGIAL 


THIS  FIVE-&-DIME 

MAY  GO 

FOR  BIG  BUCKS 


Woolworth  has  long  been  on 
Wall  Street's  list  of  potential 
takeover  candidates.  But 
somehow,  the  giant  retailer  has  eluded 
the  concentrated  attention  of  corporate 
raiders,  even  at  the  height  of  the  deal 
mania  that  hit  retailing  two  years  ago. 
Since  then,  Woolworth,  which  operates 
about  7,700  stores,  has  been  busy  re- 
structuring in  order  to  streamline  oper- 
ations and  become  more  of  an  aggres- 
sive specialty  retailer.  Those  moves 
have  attracted  the  interest  of  some 
savvy  takeover  pros  who  now  see 
Woolworth  as  a  grossly  undervalued 
stock. 

In  the  past  two  weeks,  Woolworth's 
shares  have  bounced  up  to  a  new  52- 
week  high  of  65  on  unusually  heavy 
volume.  Rumors  are  swirling  that  a 
couple  of  raiders  have  been  accumulat- 
ing shares,  convinced  that  a  European 
conglomerate  and  a  Japanese  trading 
company  are  interested. 

Woolworth  declined  comment.  But 
the  betting  now  is  that  the  company 
may  opt  to  repurchase  a  chunk  of  its 
own  shares  as  a  defensive  move,  in 
preparation  for  a  management  group 
taking  the  company  private. 

Jim  Awad,  president  of  BMI  Capital, 
has  been  snapping  up  shares,  and  he 
estimates  Woolworth's  leveraged- 
buyout,  or  breakup,  value  to  be  $92  a 
share.  Several  analysts  note  that  Wool- 
worth  would  command  an  even  higher 
price  in  a  hostile  takeover  battle.  At 
$92  a  share,  Woolworth  would  cost  $5.8 
billion,  based  on  64  million  shares  out- 
standing. 

LOW  RISK.  Awad  notes  that  the  stock 
showed  signs  of  quiet  accumulation 
starting  in  late  July,  when  it  was  trad- 
ing between  $52  and  $55  a  share.  He 
believes  that  the  "short-term  hot  mon- 
ey" in  the  stock,  including  that  of  some 
arbitrageurs,  was  shaken  off  early  this 
year,  when  it  appeared  that  Woolworth 
was  no  longer  a  vulnerable  takeover 
target. 

But  even  without  a  takeover  or  an 
LBO,  the  risk  in  buying  is  very  low, 
says  Awad.  Woolworth,  he  notes,  is  a 
company  that  has  almost  everything: 
compounded  annual  earnings  growth 
of  19%  since  1986;  debt  of  only  $370 
million,  vs.  shareholder  equity  of  $1.87 
billion,  which  allows  the  company  to  be 
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self-financing;  estimated  cash  flow  of 
$500  million;  a  decent  dividend  yield  of 
3.2%;  and  a  stock  that  trades  below  the 
market's  multiple. 

Awad  believes  Woolworth  is  capable 
of  sustaining  earnings  growth  of  at 
least  15%  annually  over  the  next  five 
years.  Much  of  that  growth,  he  says, 
will  come  from  the  company's  efforts 
to  expand  its  specialty-store  format. 
Some  6,000  Woolworth  outlets  are  al- 
ready specialty  stores,  and  they  ac- 
count for  53%  of  operating  profits. 
These  specialty  stores  include  Kinney 
Shoe  family  footwear.  Foot  Locker  ath- 
letic shoes  and  apparel,  Kids  Mart  chil- 
dren's apparel,  After  Thoughts  cos- 
tume jewelry,  and  Champ  Sports 
athletic  equipment  and  footwear. 


A  ROSY  FUTURE  IN 
CHEAP  COIOR  COPIES 


For  a  tiny  company  that  has  just 
emerged  from  the  research-and- 
development  stage,  Colorocs  is 
starting  to  show  tidy  profits  in  an  in- 
dustry dominated  by  some  of  the  big- 
gest electronic  companies  around.  Co- 
lorocs was  formed  in  1982  in  Norcross, 
Ga.,  to  develop  full-color  copiers  and 
printers  that  cost  less  than  those  pro- 
duced by  industry  leaders  Canon,  East- 
man Kodak,  and  Mead.  Colorocs'  rela- 
tively fast  color  copiers  sell  for  $17,000 
each,  while  Canon's  cost  $39,000  and 
Kodak's  go  for  $60,000. 

In  the  first  half  of  1989,  Colorocs 
posted  its  first  profit:  1$  a  share,  or 
$137,229,  on  revenues  of  $3.7  million. 
But  by  the  end  of  this  year,  the  compa- 
ny expects  earnings  to  boom  to  65(t  a 
share  on  revenues  of  $17  million. 


How  does  Colorocs  expect  to  svi 
it?  The  company  has  some  links 
are  working  out  well:  Sharp,  throj 
an  exclusive  manufacturing  ace 
makes  Colorocs'  patented  full-e' 
copiers  in  Japan.  The  copiers  are  i 
distributed  by  Savin  under  its  "S 
Prism  I"  label  in  the  U.  S.  and  Can 
Colorocs  also  has  an  exclusive 
with  London-based  Gestetner  Intel 
tional  to  market  copiers  in  Europe) 
der  the  Gestetner  label.  In  Ja^ 
Sharp  and  Mitsubishi  are  Color, 
marketers.  Another  European  con 
tion  is  HCS  Technology,  a  Dutch  mj  : 
of  electronic  products,  which  owr  - 
29%  stake  in  Colorocs  and  a  20%  si 
in  Savin.  Colorocs  owns  29%  of  Sa 
The  company's  allure  to  its  forij 
partners  is  obvious,  says  one  big  0  f 
ocs  investor.  "Any  one  of  those  for  i 
groups,  particularly  HCS  and  Shj 
could  easily  gobble  up  Colorocs,"! 
says.  Shares  have  risen  to  more  th;  i 
from  5%  in  late  June. 


DO  CRYSTAL'S  VIBE! 
SAY  'TAKEOVER'? 


Crystal  Brands  has  the  largest , 
ble  of  apparel  brand  na 
around,  including  Izod  Laccj 
Gant,  Evan-Picone,  Palm  Beach,  1 ) 
by  Ralph  Lauren  for  Boys,  and  Mib 
costume  jewelry.  It  also  has  one  ofji 
biggest  concentrations  of  institutii 
shareholders  around:  More  than  71 
the  stock  is  owned  by  institutions 
Forstmann-Leff  Associates  Inc. 
ing  a  hefty  20%  stake. 

If  Chairman  and  CEO  Dick  K 
getting  edgy  about  the  high  concer 
tion  of  big  investors  in  the  stock 
isn't  saying  so.  In  a  sense,  he  says 
flattering  to  have  so  many  institut 
buying  in.  Does  that  make  Crj 
Brands,  a  Big  Board  company 
$900  million  in  sales,  more  vulner 
to  a  takeover?  "Every  company  is 
nerable,"  he  says,  but  the  best  def( 
is  profitability,  because  the  stock  p 
rises,  and  shareholders  are  happy^' 
deed,  analysts  see  earnings  jum^ 
from  $1.63  a  share  in  1988  to  $3.10 
year  and  to  $3.85  in  1990. 

Meanwhile,  Crystal's  stock  has  r 
from  21  to  34  this  year.  One  big  in 
tor,  who  holds  a  stake  of  more  1 
5%,  says  Crystal's  undervalued  ass 
rosy  earnings  outlook,  and  small 
of  shares  leave  it  wide  open  for  a  t 
over.  Talk  is  that  Krai  may  spin  of 
sell  its  jewelry  operations,  which  s 
analysts  think  is  worth  $28  a  sh 
Krai  v/on't  comment  on  that  rumo 
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DCCASIONAUy  THE  DREAMS 
f  A  SMAU  BUSINESS  OWNER 

COME  TRUE. 


Now  there's  a  small  business  phone  system 
ith  more  features  than  many  big  business  sys- 
•ms.  It's  easier  to  use,  too,  because  it  guides  you 
ep  by  step  through  everything.  It's  NORSTAR 
-a  level  of  technology  a  small  business  owner 


could  only  dream  of  having  until  now.  If  your  business 
has  100  or  fewer  employees,  call  1-800-N6rSTAR  for  a 
fi'ee  performance  video.  And  see  just  how  big  an  idea 
telecommunications  was  meant  norfhcm 
to  be— even  for  a  small  business.  IVV 


Built-in  speaker  on 
every  phone  lets  you 
call  or  answer  without 
picking  up  the 
handset 


Connects  to  your 
PCs,  fax  machines, 
and  other  office 
commu7ucations 
equipment 


In.stunt,  one-touch  dialing 
of  the  numbers  you  call 
most  often 


luisy-fo-read 
display  guides 
you  stc])  by  ste]> 
through  over 
70  features 


Messaging  lets 
you  get  in  touch 
and  get  on  with 
your  irork—  no 
wore  telephone  tag 


NORSTAR  conference 
calling  makes  it  easy  to 
set  up  three-way  calls 


Hal  1-800-NORSTAR 
rr  a  free 

erformance  video 


Programmable  memory  keys 
give  you  one-button  access  to  your 
favorite  features 


NORTHERN  TELECOM 


THE     POWER     BEHIND     NETWORKIN  G' 


©  1W9  Northern  Ifelt.  .im.  NdRSTAR  is  a  tra(lem;irk  ..t  Northern  H-lwom. 


Business  Week  Seminars 


For  Executives  in  MaMing  And  Management 
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Sales  Forecasting: 


How  to  Predict  Demand 


Lifestyle  Marketing: 


How  to  Use  the  Sponsorship  of 
Sports  and  Other  Events  to 


Reach  Your  Market 


Marketing  Your 
Company  to  Attract  and 
Keep  Good  People 


Is  you!  sales  forecast  on  large!  or  a  shot  in  the  dark'^  The  success  of  your  product  or  service 
depends  on  accurate  predictions  ol  future  demand 

So  why  are  most  businesses  still  predicting  demand  with  unsophisticated  and  out-dated  methods, 
failing  to  take  advantage  of  the  latest  thinking? 

Today  it  is  possible  to  understand  factors  affecting  the  ebb  and  flow  of  demand  and  to  integrate 
these  factors  into  a  coherent,  timely  and  accurate  sales  forecast  —  a  sales  forecast  that  can  help 
you  minimize  risk  and  save  money 

At  the  Business  Week  Executive  Seminar  on  Sales  Forecasting,  you'll  find  out  how  to: 

—  Identify  the  components  of  demand  in  your  markets 

—  Integrate  all  of  the  variables  into  accurate  se'vice  and  product-line  forecasts 

—  Mate  better  use  of  the  knowledge  that  exists  in  your  sales  organization 

—  Take  futi  advantage  of  the  latest  analytical  tools,  including  newly  released  computer  software 

—  Calculate  in  advance  the  impact  of  inflation,  regulatory  changes  and  other  developments 

—  Put  market  studies  to  work  for  your  products  and  services 

Presented  by  Business  Week  in  association  with  DRI/McGraw-Hill 

Marketing  and  Sales  professionals  who  want  to  know  today  how  much  they  will  sell  tomorrow 

should  attend  one  ol  the  following  seminars: 


I  October  18-19  Toronto 
I  November  1-2  Chicago 


I  November  14-15  Boston 
I  December  6-7  Los  Angeles 


m  January  10-11  Vancouver 
K  January  23-24  New  York 


The  media  are  overcrowded  with  messages  The  public  is  overloaded  with  new  information. 
Viewership  and  readership  are  declining.  It  is  tougher  than  ever  to  break  through  the  clutter 

How  do  you  impact  today's  active  consumers'^  The  answer  is:  Reach  people  where  they  live  and 
play 

At  the  Business  Week  Executive  Seminar  on  Lifestyle  li/larketing  you'll  learn  how  to: 

—  Deliver  your  message  in  a  more  powerful  and  cost  efficient  way 

—  Identity  the  most  profitable  sponsorship  opportunities,  develop  those  opportunities  into 
winning  investments  in  sports  and  events  marketing  and  integrate  them  into  your 
marketing  mix 

If  you  are: 

—  In  a  highly  competitive  industry 

—  Unsure  about  the  effectiveness  of  conventional  media 

—  Planning  to  introduce  new  products 

—  Responsible  lor  enhancing  corporate  identity 

—  Utilizing  trade  entertainment  programs 

. . .  then  you  should  attend  the  Business  Week  Executive  Seminar  on  L  ilestyle  l\/larketing 

This  seminar  is  being  presented  by  Business  Week  in  association  with  DelWilber  +  Associates. 


I  September  19  New  York 
I  September  28  Los  Angeles 


m  October  12  Chicago 
mOctober  19  Toronto 


H  October  26  New  York 

m  November  2  Washington.  D  C. 


The  marketing  function  is  about  to  assume  an  important  new  role  in  American  Business  —  the  task 
of  protecting  a  company  image  for  the  particular  purpose  ol  attracting  the  best  employees. 

America  is  heading  into  a  skills  crisis  —  a  shortage  of  the  trained,  competent,  and  creative  people 
that  companies  need  to  be  competitive  To  draw  and  hold  sufficient  numbers  ol  the  most  guatified 
peopte  will  require  a  focused  marketing  effort  —  different  from  the  marketing  outreach  employed  to 
protect  brand  awareness  and  general  corporate  image.  The  skills  crisis  means  new  responsibilities 
lor  the  marketing  function,  demanding  new  approaches  and  new  methods  This  special  Business 
Week  Executive  Seminar  for  the  marketing  community  will  be  presented  in  6  cities  this  tall 

Conducted  by  Business  Week  in  association  with  Smith  Clark  Associates. 


Business  Week  Executive  Programs 
1221  Avenue  of  the  Americas  -  36tti  floor. 
New  York.  New  York  10020 


For  information  please  call: 

}  848-9018  or  (212)  512-4930 


I  IMENTI 


FROirS  BIG  WORRY  FOR  THE  1990s: 
E  GREENHOUSE  EFFECT  

again,  the  pressure  is  on  to  tackle  the  costly  problem  of  lowering  emissions 


Jfith  the  1990  models 
■  about  to  debut,  De- 
f  troit  is  still  catering 
rica's  appetite  for  big, 
s.  But  now  that  policy- 

from  California  to 
gton  are  taking  aim  at 
ution  and  the  global 
g  caused  by  the  green- 
ffect,  the  auto  compa- 
ard  at  work  on  their 
Os  designs — are  sud- 
shifting  their  focus, 
irty's  over,"  says  Rob- 

Lutz,  president  of 
r  Motors  Corp.  "We 
cing  a  mess  out  of  our 
ment,  and  the  sooner 
n  it  up,  the  better." 
ling  up  the  mess  won't 
f.  While  today's  cars 
ast  improvement  over 
-guzzlers  of  the  1960s, 
s  has  stalled  in  the 
lOs.  Lulled  by  the  earli- 
^e  in  oil  prices  and  the 
jff  environmental 
of  the  Reagan  Admin- 
1,  auto  makers  focused 
ing  cars  fun  and  pow- 
ice  again.  Detroit  pres- 
Washington  to  relax 
lel  economy  standards 
't  the  looser  goal  only 
iding  billions  of  dollars 
young,  first-time  buy- 
small  cars — all  the 
;hurning  out  big  cars 
the  other  buyers  who 
them. 

RDER.  Now,  manufac- 
realize  they'll  have  to 

work  they  began  dur- 
!  Energy  Crisis  of  the 
to  make  cars  cleaner 
>re  efficient.  This  time, 
,  they  face  twin  chal- 

each  requiring  a  dif- 
solution:  reducing  pol- 

responsible  for  urban 
and  improving  fuel 
ly  to  cut  emissions  of 

dioxide,  a  major  con- 
r  to  global  warming, 
all  be  a  tall  order  for 


A  PEEK  AT  TOMORROW'S  CLEANER  CARS 


Improvements 


Projected  results* 


Engines 

Reduced  friction  and  improved 
combustion  for  existing  designs 

New  multivolve  designs 

Two-cycle  engines 


8%  to  10%  better  fuel  economy 

5%  to  10%  better  fuel  economy 

20%  to  40%  better  economy,- 
also  allows  smaller,  lighter  cars 


Transmissions 

Electronic  four-speed  automatics 


Extra  1  to  2  miles  per  gallon 


Body  and  styling 

Sleeker  undercarriage,  rear  end 

Lightweight  plastic  and  metal 
panels  and  structures 


Extra  2  to  3  miles  per  gallon 

Each  250-pound  reduction  saves 
1  mile  per  gallon 


Gitalytic  converters 

Metal  replacing  ceramic  honey- 
comb, addition  of  electric 
preheaters 


30%  less  hydrocarbon  emission, 
10%  less  nitrogen  oxide,  60% 
less  carbon  monoxide 


Fuel  tank 

Improved  canisters  for  trapping 
vapors 


15%  to  20%  decline  in  gasoline 
vapors 


*  Better  fuel  economy  lowers  CO2  emissions 


U.  S.  carmakers  who  have 
been  slower  than  their  Japa- 
nese and  European  rivals  to 
embrace  some  of  the  most 
promising  technology. 

Yet,  political  momentum  is 
building  for  stringent  new 
fuel  economy  standards.  Sen- 
ator Albert  Gore  Jr.  (D-Tenn.) 
wants  Congress  to  require  the 
fuel  economy  standard  to  rise 
from  a  27.5  miles-per-gallon 
average  now  to  45  by  2000. 
"It's  not  realistic,"  complains 
David  L.  Kulp,  manager  of 
fuel  economy  planning  and 
compliance  at  Ford  Motor  Co. 
"The  family  car  as  we  know  it 
would  not  exist." 

Just  as  in  the  1970s,  De- 
troit's first  target  is  cutting 
weight  to  reduce  fuel  con- 
sumption. So,  auto  makers 
are  once  more  turning  to  alu- 
minum and  plastics.  For  in- 
stance, Cadillac's  new  alumi- 
num V-8  engine  is  100  pounds 
lighter  than  the  cast-iron  ver- 
sion. Other  components  such 
as  suspension  springs,  oil 
pans,  and  fenders  will  increas- 
ingly be  made  of  lightweight 
plastic  composites.  General 
Motors  Corp.'s  new  minivan 
uses  plastic  body  panels  that 
are  glued  to  a  lightweight 
metal  frame.  The  technique  is 
much  stronger  than  engineers 
expected  and  should  yield  sig- 
nificant weight  savings  in  fu- 
ture models. 

TWO-CYCLE  SWITCH.  More  effi- 
cient engines  are  also  on  the 
way.  Detroit  is  just  now  turn- 
ing to  engines  with  four 
valves  per  cylinder  instead  of 
two,  an  approach  that  can 
boost  economy  5%  to  10%. 
Such  engines  are  standard  on 
many  Japanese  cars,  but  GM  is 
the  only  American  company 
making  a  multivalve  engine,  a 
$660  option  on  some  Oldsmo- 
bile  and  Pontiac  models.  Ford 
has  boosted  capital  spending 


TECHNOLOGY 
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It  takes  energy  to  make  energy.  From 
our  riggers  and  roughnecks.  From 
our  planners,  our  traders,  our  serv- 
ice station  attendants.  From  38,000 
BPAmerica  employees  in  all.  Their 
energy  has  made  BPAmerica  the 
largest  producer  of  American  oil, 
producing  800,000  barrels  of  oil  a 
day. To  make  the  most  of  our  country's 
energy  resources,  we're  making  the 
most  of  our  human  ones.  „ 


PAMiRR^ 

200 Public Sg  .Cleveland. OH 441  m 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  l  du  Pont 

8                   Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal, 

10 

General  Electric 

n                                 Gulf  Oil 

12 

Atlantic  Ricfitield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Pfiillips  Petroleum 

  c;,in 

27 
million 
Americans 
cant  read. 
And  guess 
who  iiays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

Cmncil  cidlition  for  Literacy 


METHANOI  MAY  BE  CLEAN, 
BUT  IT'S  A  DIRTY  WORD  TO  BIG  OIL 


Faced  with  the  growing  momen- 
tum of  the  clean-air  movement, 
Big  Oil  is  scrambling  to  head  off 
drastic  proposals  that  would  replace 
gasoline  with  alcohol  fuels,  such  as 
methanol.  On  Aug.  14,  Atlantic  Rich- 
field Co.  announced  a  cleaner-burning 
gasoline  for  sale  in  California  that  is 
supposed  to  reduce  some  emissions  by 
20%  in  older  cars  now  using  leaded 
gas.  Other  majors  are  also  racing  to 
develop  "reformulated"  gasolines  so 
they  can  compete  with  alternative  fu- 
els— and  protect  their  $100  billion-a- 
year  U.  S.  gasoline  market. 

In  addition,  the  major  oil  compa- 
nies are  launching  a 
scorched-earth  public 
relations  attack  on  the 
alcohol  fuels.  "They 
don't  want  to  have 
methanol  crammed 
down  their  throats," 
says  John  R.  Dosher, 
managing  director  at 
Pace  Consultants  Inc., 
an  industry  adviser. 
'DIRTIER.'  That  might 
happen  anyway.  Be- 
cause methanol  pro- 
duces 50%  less  smog  or 
ozone  than  gasoline,  it 
is  favored  by  top  Ad- 
ministration officials. 
By  1997,  30%  of  all  new 
cars  sold  in  the  nine 
dirtiest  U.  S.  cities 
would  have  to  burn 
cleaner  fuels,  such  as 
methanol,  under  the 
Administration's  proposed  revisions  to 
the  Clean  Air  Act.  "We're  just  trying 
to  get  the  oil  companies  to  help  clean 
up  the  air,"  says  William  G.  Rosen- 
berg, assistant  administrator  of  the 
Environmental  Protection  Agency. 

Oil  companies  are  hot  for  reformu- 
lated gasoline  because  they  can  pro- 
duce it  in  existing  refineries.  But  it 
can't  match  methanol  as  a  smog-reduc- 
er. In  fact,  removing  lead  from  gaso- 
line resulted  in  fuels  that  produce  more 
smog.  To  get  the  boost  in  octane  that 
lead  had  given,  refiners  substituted  ar- 
omatic compounds.  Unfortunately,  the 
compounds  include  carcinogens,  such 
as  benzene,  and  other  smog-producing 
chemicals.  Today,  aromatics  make  up 
35%  to  45%'  of  high-octane  fuels. 
"While  cars  have  been  getting  cleaner, 
gasoline   has   been   getting  dirtier," 


claims  Ben  G.  Henneke  Jr.,  presi( 
of  Energy  Fuels  Development  Corj 
New  Mexico-based  alcohol  fuel  ma  I 

Although  Arco's  reformulated  g 
line  reduces  evaporative  emissions 
21%,  it  lowers  unburned  hydrO' 
bons — the  main  culprits  in  smog-j^* 
only  4%.  Arco  says  that  future  g^ 
will  be  even  tougher.  It  would  cost 
billion  to  cut  aromatics  just  10  peref 
age  points,  says  Information 
sources  Inc.  in  Washington,  D.  C. 

But  refiners  say  that's  only  a  t  > 
tion  of  the  investment  needed  to  sw 
to  methanol — which  is  produced  ma' ' 
from  natural  gas  and  would  req 


new  production  facilities.  They  alsct 
gue  that  methanol  has  half  the  ene 
of  gasoline  and  produces  forma? 
hyde,  a  respiratory  irritant. 

The  companies  claim  they  can 
feet  a  better  gasoline  within  five  yet 
But  they  may  not  have  that  much  ti 
Despite  fierce  oil  industry  opposili 
Colorado  passed  new  clean-air  1 
two  years  ago.  The  result:  Carl 
monoxide  levels  fell  12%  last  wirii 
•California  wants  40%  of  all  new  carif 
burn  methanol  by  the  year  2000.  ilt 
eight  Northeastern  states  are  stud;| 
stringent  clean-air  proposals.  The  i 
movement,  says  White  House  Cou 
C.  Boyden  Gray,  is  "at  the  gl 
roots."  With  such  widespread  sij 
ment,  Big  Oil  will  have  to  move  qui! 
to  clean  up  its  act.  ' 

By  Mark  Ivey  in  Han't 
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SCIENCE  &  TECHt 


1 


China  Anhui  Import  & 
Export  Commodities  Fair  '89 

Time:  September  11-15,  1989 

Place;  China  United  Trading  Corporation  Exhibition  Hall 
14-16  West  24th  Street,  New  York,  NY  10010 

Organizer;  Anhui  Foreign  Trade  General  Cooporation 
Anhui  Province,  PRC 

Sponsors; 

(1)  Anhui  Cereals,  Oils  &  Foodstuffs  Imp/Exp  Corp. 

(2)  Anhui  Native  Products  Imp/Exp  Corp. 

(3)  Anhui  Animal  By-products  Imp/Exp  Corp. 

(4)  Anhui  Textiles  Imp/Exp  Corp. 

(5)  Anhui  Silk  Imp/Exp  Corp. 

(6)  Anhui  Light  Industrial  Products  Imp/Exp  Corp. 

(7)  Anhui  Arts  &  Crafts  Imp/Exp  Corp. 

(8)  Anhui  Chemicals  Imp/Exp  Corp. 

(9)  China  Metallurgical  Imp/Exp  Corp.,  Anhui  Branch. 

(10)  Anhui  Technology  Imp/Exp  Corp. 

(11)  China  Electronics  Imp/Exp  Corp.,  Anhui  Branch. 

For  further  information,  please  call:  (212)  929-4393 

,  ,  (212)929-1130 

(Free  admission) 


GET  YOUR  INVESTMENT  MESSAGE 
HEARD  LOUD  AND  CLEAR  WITH 
BUSINESS  WEEK 


STREET  STOCK  BARKER  1928 


ADVERTISE  IN  THESE 

THREE  FINANCIAL  REPORT  ISSUES.,. 

MUTUAL  FUNDS:  Third  Quarter  Performance 
Issue  Date:  10/16 

Block  &  While  Closing:  9/1 8  4  Color  Closing:  9/1 1 

ANNUAL  REPORT  DIRECTORY 
Issue  Dote:  11/27 

Block  &  White  Closing:  11/6  4  Color  Closing:  1 0/30 

INVESTMENT  OUTLOOK  (Special  Year-End  Double  Issue) 

Issue  Date:  12/25 

Block  &  White  Closing:  1 2/4  4  Color  Closing:  1 1  /27 


To  reserve  spa<e, 

call  Paul  Halas  now  at  (212)  512-3676. 
Or,  call  your  Business  Week  representative. 
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"Wjeti  a  company  bos  a  name  as  well- 
known  as  Westinghome,  people  think  they 
know  what  vou  do. " 


Wesdi^ouse 
T)day 

"People  think  we  still  make  appliances. 
We  haven't  truuie  them  in  nearly  15 years. 

"People  think  we  still  make  light  bulbs. 
We  haven't  miuie  tbetn  in  over  six  years. 

"And  some  people  think  we  're  still  in  the 
same  businesses  we  were  100  years  ago. 
Well,  we  are  and  we  aren't. 

"Westinghoiise  is  a  company  committed 
to  quality',  doing  surprising  things  that 
touch  people's  lives  in  surprising  ways- 
all  over  the  world. 

"We're  a  company  you  should  get  to 
knoiv  better "    ^  ^ 


John  C.  Marous 
Chairman  and 
Chief Executii  'e  Officer 


Rnandal  Services 

One  of  Americas 
top  six  business 
finance  companies. 


Westinghouse  Credit 
and  its  financial  sei'vice 
affiliates  offer  a  wide 
range  of  services. 
Including  capital  for 
business  expansion, 
acquisitions  and  re- 
capitalizations, commer- 
cial and  residential  real 
estate  development, 
and  leasing  and  financ- 
ing major  equipment  and  facilities. 

We  play  a  major  role  in  employee  buy-ouLs  of 
established  busine.sses.  We  make  equity  investments 
in  companies.  And  buy,  sell,  and  manage  income- 
producing  real  estate  properties. 


Broadcasting 

More  than  100  million 
people  tune  in  toWestinghouse 
everyday 

Westinghouse  Group  W  Broadcasting  is  si 
one  of  America's  largest,  most  diversified  ait 
fastest  growing  entertainment  companies.  % 
Group  W  radio  stations  broadcast  to  one  : 
out  of  three  American  homes.  In  fact,  WINSij? 
all-news  radio  in  New  York  is  the  nation's 
most-listened-to  station.  t 
Our  five  TV  stations  are  seen  in  10  millio^t 
homes  a  week,  and  each  is  a  leader  in  newsjjt 
and  local  programming.  And  the  TV  Group'li 
NEWSFEED  Network  is  the  nation's  largest  % 
video  news  service.  % 
We  syndicate  tb.e  hottest  new  shcji 
on  children's  TV,  "Teenage  Mutant^ 
Ninja  Turtles,"  to  more  than  140 
stations  across  the  country. 
And  we  also  distribute  more 
programming  via  satellite  tha 
any  body  else.  We  even  mari| 
cable  TV's  popular  "The 
Nashville  Network." 


EnviiTKiment 

A  leader  in  tackling 
tou^  environmental  problems. 

Our  waste-to-energ>'  systems  are  disposing 
of  garbage  while  efficiently  turning  it  into  / 
electricity,  helping  municipalities  reduce^-' 
their  need  for  unsanitary  landfills. 

And  Westinghouse  is  helping 
to  lead  the  way  in  the  treat- 
ment and  disposal  of 
hazardous  and  toxic  wastes. 
In  fact,  we  offer  tech- 
nologies that  can  r 
destroy  tliese 


materials,  includ 
ing  PCBs,  at 
efficiencies 
exceeding 
99.9999%. 


Electronics 


:  world  leader  in  radar. 

new  radar,  soon  to  be 
ed  at  every  major  U.S.  airport, 
)w  allow  air  traffic  controllers 
k  weather  and  aircraft  on  the 
icreen  at  the  same  time. 

our  advanced  air  route  surveil- 
■adar  will  give  the  FAA  a  much 
view  of  air  traffic  along  major 
,  while  also  serving  the  U.S.  Air 
s  air  defense  needs, 
developed  and  built  tlie  Airborne 
ig  and  Control  System  (AWACS  ) 
part  of  tlie  free  world's  first  line  of 
;e.  And  we're  working  on  radar  and 
inic  systems  for  the  U.S.  Air  Force's  and 

next-generation  fighters, 
even  offer  industry  the  most  powerful 
>uted  process  control  management 
is  available  today 


Communities 

One  of  Americas 
leading  developer?, 
i  planned  communities. 


Aworld  leader  ineneigy 

We're  a  recognized  world  leader  in  conventional  power 
generation,  supplying  millions  of  megawatt  hours  of  electricity 
on  almost  every  continent. 

We're  also  a  leader  in  nuclear  fuel.  In  fact,  our  Commercial 
Nuclear  Fuel  Division  was  a  winner  of  one  of  the  first 
Malcolm  Baldrige  National  Quality  Awards. 

More  than  half  the  free  world's  nuclear  power  plants  are  based 
on  Westinghouse  technology.  We're  developing  safer,  even  more 
environmentally  compatible,  advanced  nuclear  power  plants. 

And  we're  developing  new  technologies  for  the  future,  such 
as  fusion,  superconductivity',  fuel  cells,  and  solar  photovoltaics. 

Distnbution 


Moving  everything  from 
strawberries  to  electricity  ^ 

Our  Thermo  King  subsidiary  is  the  world 
leader  in  transport  refrigeration  and  is  supported  by 
die  industry's  largest  dealer  network.  Tliermo  King- 
equipped  vehicles  siifely  transport  all  kinds  of  perishables- 
from  produce  and  chemicals  to  film  and  pharmaceuticals-in 
more  than  80  countries  around  the  world,  including  the  Soviet 
Union  and  China. 

We're  also  a  leading  distributor  of  electrical,  mechanical,  and 
elearonic  products,  maintaining  complete  inventories  of  more  tlian 
100,000  items  through  a  network  of  230  wholly-owned  U.S.  locations 
iuid  over  1,500  independent  distributors. 


More  than  175,000 
people  live  in 
Westinghouse  planned 
communities. 

In  the  Ft.  Lauderdale 
area,  we're  in  our  fifth 
decade  of  developing 
quality  cities  and 
communities-including 
the  master-planned, 
^  V     full-service  city  of  Coral 

>s,  designed  to  serve  more  than  100,000  residents, 
new  community  Gateway  near  Ft.  Myers,  will  be 
ture  home  to  an  estimated  40,000  people, 
re  planning  our  newest  community  of  homes, 
Is,  businesses,  offices,  shopping,  and  recreation  areas 
■,500-acre  site  in  Marana,  near  Tucson,  Arizona, 
.can  Bay  near  Naples,  Florida,  hosts  1,400  luxury 
s,  two  quality  hotels,  and  a  championship  golf 
e.  And  anotlier  luxury  community  is  planned  for 
Desert,  California. 


Office  Systems 

Making  offices  and  people  more  productive. 

Westinghouse  helped  pioneer  the  concept  of  open  office 
furniture  systems-systems  designed  to  help  people  do  their 
jt)bs  more  productively  and  comfortably 

We  offer  a  variety  of  innovative  systems-related  products, 
designed  around  a  panel  .system  backed  by  the  industry's 
only  lifetime  warranty. 

'Westinghouse  developed  and  built  one  of  tlie  world's  most 
sophisticated  and  reliable  telecommunications  systems  for 
our  oiim  use. 

Now  we're  offering  the  industry's  only  fully-integrated 
voice/data  network  capability  to  businesses,  providing  them 
with  a  unique  solution  to  their  telecommunications  needs. 

So  now  that  you  know  Westinghouse  a  little  better,  you  can 
see  that  we're  doing  important  things  in  important  areas. 
Perhaps  we  even  touched  your  life  today. 


Vbucanbesure». 
it^Westinghouse(^ 


--W-  T         t  \  ifit1sWestinghouse(^ 


Napoleon  tried  and  failed.  But  you  can  capture  the  world's  largest 
market  now  by  using  CNN  International  to  reach  influential 
decision  makers  and  business  travellers. 
Don't  wait  until  1992  to  triumph  in  the  EEC. 


INTSRIMATIONAL 


For  more  information,  call  Dietrich  Ginzel  1-212-692-6900. 


elopments  to  Watc 


?YALAN  HALL 


E'S  LATEST  TWIST: 
lUALITY  MUSIC 


Cable  TV  households 
may  soon  get  anoth- 
er thick  cable  tacked 
onto  their  baseboards, 
this  one  ending  up  at  the 
stereo.  Cable  operators 
are  flocking  to  sign  up 
for  technology  that  will 
enable  them  to  pipe  digi- 
tal music  through  their 
existing  cables,  then 
split  off  a  secondary  au- 
dio line  in  homes.  The 
concept  promises  extra 
cash  for  the  cable  com- 
ind  commerciaF-free,  compact-disk-quality  listening  en- 
for  subscribers. 

services  plan  to  swing  into  action  before  yearend: 
operated  by  International  Cablecasting  Technologies; 
Cable  Radio  (DCR),  from  General  Instrument's  Jerrold 

and  Digital  Radio  Channel  (DRC),  a  unit  of  Digital 
'ring  Laboratories.  Each  will  provide  numerous  digital- 
hannels  featuring  different  types  of  music,  such  as 
zz,  and  classical.  Costs  will  range  upward  from  $7.50. 
3  is  the  leader  so  far.  It  will  be  available  to  some  4.5 
homes  served  by  Tele-Communications  Inc.  and  Prime 
5ince  Jerrold  unveiled  DCR  at  a  June  trade  show,  11 
perators  with  more  than  1  million  subscribers  have 
3n.  But  DRC  is  now  being  evaluated  by  enough  cable 
ies  to  give  it  a  market  of  up  to  8  million  homes. 


GE  BUILDERS  TEST 

OMISIHG  NEW  MATERIAL:  WOOD 


don't  build  bridges  like  they  used  to  anymore.  But 
3h  R.  Mozingo  is  trying.  The  Pennsylvania  State  Uni- 
professor  of  civil  engineering  asserts  that  it's  time  to 
:o  wood.  After  all,  the  covered  bridges  still  in  service 
;o  wood's  durability,  and  wood,  unlike  steel,  is  a  renew- 
ource — and  cheaper.  As  a  result,  Mozingo  has  persuad- 
isylvania  to  fund  90%  of  the  cost  of  building  17  test 
.  'Towns  and  counties  can  satisfy  their  lO'A  share  by 
mg  local  hardwood. 

;  new  timber  bridges  won't  be  tourist  attractions, 
—no  roofs  for  them.  Nor  will  they  rumble  as  you  drive 
because  the  deck  will  be  paved  over.  Mozingo  believes 
•covered  wood  will  last  50  years,  or  three  to  four  times 

as  steel  decks  where  roads  are  salted  in  winter.  The 
or  has  even  devised  a  way  to  use  wood  for  spans 
ng  60  feet.  Wood  isn't  strong  enough  to  support  mod- 
ffic  over  such  spans,  so  Mozingo  proposes  a  sandwich 

plates  sheathed  on  both  sides  by  timber  planks. 


4ES0TA  FOUND  A  GREAT  WAY 
UND  RESEARCH.  AND  THEN  . . 


inesota  thought  it  had  found  a  new  use  for  lottery 
roceeds:  scientific  research.  But  what  started  out  as  a 
ause  has  become  a  political  fiasco, 
er  this  year,  residents  approved  a  state  lottery  after 


proponents  pledged  to  earmark  half  of  its  profits  for  research 
and  economic  development  in  rural  areas,  with  the  rest  going 
to  environmental  protection.  The  money,  estimated  at  $260 
million  over  five  years,  was  to  be  channeled  through  Greater 
Minnesota  Corp.,  a  quasi-governmental  body. 

But  lawmakers  have  been  dipping  into  Greater  Minnesota's 
till  to  supplement  sagging  revenues.  And  cries  of  pork-barrel 
politics  erupted  when  Greater  Minnesota's  officials  decided  to 
sprinkle  several  small  research  institutes  around  the  state, 
rather  than  build  the  one  large  facility  originally  planned. 
Most  research  grants  have  so  far  gone  not  to  rural  areas  but 
to  companies  in  the  Twin  Cities.  A  disgusted  Governor  Rudy 
Perpich  is  now  stumping  for  a  new  research  institute,  this 
time  funded  privately. 


THIS  ENZYME  MAY 

UNNERVE  A  CHEMICAL  WEAPON 


jas!"  Even  hardened  soldiers  panic  at  that  alarm.  And 
'nerve  gas — invisible,  odorless,  and  untreatable — is  partic- 
ularly deadly.  The  use  of  chemical  weapons  has  been  con- 
demned by  most  countries,  yet  most  still  stockpile  these  vi- 
cious agents.  Now,  biotechnology  may  be  close  to  providing 
soldiers  with  an  antidote. 

Nerve  gas  wreaks  its  havoc  by  inhibiting  the  action  of  an 
enzyme  that  is  crucial  to  transmitting  nerve  signals.  A  couple 
of  years  ago.  Army-supported  scientists  discovered  how  nerve 
gas  attacks  this  enzyme.  Since  then,  researchers  have  been 
working  on  ways  to  intercept  the  toxic  agents  before  they  can 
interfere  with  the  nervous  system. 

Two  promising  methods  have  been  found,  says  Colonel  Mi- 
chael A.  Dunn,  head  of  research  on  chemical  defenses  at 
Aberdeen  Proving  Ground.  One  is  a  variant  of  the  enzyme  that 
circulates  in  the  blood  and  decoys  the  nerve  agents  into  attack- 
ing it.  In  addition,  antibodies  to  nerve  gas  are  being  tested.  A 
mouse  injected  with  these  nerve-gas  scavengers  survived  four 
times  the  lethal  dosage  of  gas.  The  antibodies  seem  doubly 
attractive  because  they  linger  in  the  blood  and  would  protect 
soldiers  for  up  to  six  weeks. 


VITAMINS  C  AND  E 

COULD  HELP  BYPASS  THE  BYPASS 


Recent  studies 
have  prompted 
thousands  of  people 
to  take  small  daily 
doses  of  aspirin  to 
stave  off  heart  dis- 
ease. Now,  another 
preliminary  study 
may  soon  lead  many 
people  to  include  vi- 
tamin C  and  vitamin 
E  in  the  regimen  to  help  keep  their  arteries  unclogged. 

Dr.  Anthony  J.  Verlangieri,  director  of  the  Atherosclerosis 
Research  Laboratories  at  the  University  of  Mississippi  phar- 
macy school,  fed  monkeys  a  diet  designed  to  cause  heart 
disease.  But  those  given  extra  doses  of  vitamins  C  or  E  had 
50%  to  55%  less  plaque  blocking  their  arteries.  How  does  it 
work?  The  vitamins  inhibit  an  enzyme  that  damages  the  lining 
of  arteries.  "With  adequate  amounts  of  these  vitamins,  you 
turn  off  the  enzyme,"  Verlangieri  says.  He  recommends  daily 
doses  of  2,000  milligrams  of  vitamin  C  and  200  units  of  vitamin 
E — "more  than  the  recommended  daily  amount  but  not  what  I 
would  consider  a  megadose." 


TECHNOLOGY 
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100  EAST  OHIO  STRE 
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0 


0 
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Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  i 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including some  very  ^ 
famous  names  - 
which  I  believe  could 

\'ho  plHn!mIn'.p  MARTIN  ZWEIG 
you  the  Performance 

Ratings  {$39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50.  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 


HARD  TO  BORROW? 

No  Credit  Check 
Guarantees  Provided 


We  do  not  make  loans 
Minimum  $100,000 
5-20  years 
The  Funding  Assistance  Corp. 
SOS  Park  Ave.  NYC 
U.S.A.  (212)  7S5-9400 
 Fax (212)  75S-7339  


Inventories  Purchased 


U      O  r 


REDUCE  YOUR  INVENTORY 
FOR  CASH  NOW! 

We  Buy  •  Integrated  Circuits  •  Senniconductors 
•  Discrete  Components  •  Electronnechanical  Equip. 
•  Connputer  Parts  &  Peripherals 
•  Sub  Assennblies  to  Finistied  Goods 

NO  RISK! 

For  a  spot  quote  or  further  information, 
I  Call:  (201 )  941  -5000,  or  just  Fax  your  list:  (201 )  939-891 8 

Attention:  Allan  Berkun 

AMERICAN  SURPLUS  TRADING 

815  Fairview  Avenue,  P.O.  Box  220,  Fairview,  NJ  07022 


Financial  Services 


DISCOUNT  STOCK  BROKER 
MURIEL  SIEBERT  &  CO.,  INC. 

Our  VIP  Accounts  receive  Personal 
Service  and  Quality  Order  Executions 
at  commission  rales  as  low  as  2C  per 
shrOTC,3«  per  shr  Listed 
($50  mm  charge  per  order) 
To  compare  rates,  call 
The  Discount  Professionals 
MURIEL  SIEBERT  &  CO.,  INC. 
444  Madison  Ave.,  NY,  NY  10022 
1-718-SIE-BERT  1-800-USA-0711 
Member  NYSE  1967,  SIPC  BW2 


NASDAQ  Road  Shows  Stockbroker  net- 
work of  key  players  can  give  your  company 
needed  support  We  specialize  in  NASDAO 
companies  under  $10  Robert  Dresser 
(213)937-8300 


Be  A  Licensed 
STOCKBROKER 

F/P  time  for  our  firm 
Full  product  line 
License  course  available 

QUEST  CAPITAL 

(800)822-2280  CA(800)752-5535 


Computers/Office  Equipl 


with 

Ever^  Fax 

Machine  Purchased 

TOP  DISCOUNl 

ON    thorp  •  Murota  *  Ca^ 

IN  THE  CQUNTa 
^I^AND  TRAININiy 

CAUMTOBUVI  J-a 

F;AX  OF  AMERIC; 

1-800-S42-PAXX 

AMERICA  S  LOW  PRICE  fM  DISTRIBUTl 


Steel  Buildings  ?^ 


WH0LESA1 

Steel  Buildings, ' 
1-800-462-9S! 

40x80x12    $8,Sr" 

50x80x12   $11,JI 

80x150x16  $21,!i_ 
100x200x16  $36,C.| 

Now  you  can  purchase  your  Stee 
Building  at  Wholesale  Prices  and  S 
Thousands  ol  Dollars.  Complete'* 
Building  includes  All  Steel  (rameif 
purlins,  girts  &  hardware.  (No  Woc#t 
Required).  (MBMA)  Engr  Approved.  I. 
Style.  Size  or  Color  ubor  Available  if 
toll-;ree  or  FAX  716-632-2323.  |t. 
•FOB  8i  Cost  based  on  LL/WL  ^  fv. 


ANNOUNCING  BUSINESS  WEEK'S 
NEW    RECRUITMENT    ADVERTISING  SECTION 

areerOpportunities 

Beginning  in  the  October  9,  1989  issue,  Business  Week  will  introduce  a  new 
bi-weekly  recruitment  advertising  section  — Business  Week  CAREER 
OPPORTUNITIES. 

Business  Week  CAREER  OPPORTUNITIES  will  appear  in  the  2nd  and  4th 
issue  every  month.  This  special  classified  advertising  feature  will  include 
"Positions  Wanted,"  "Positions  Available,"  and  "Employment  Services."  The 
CAREER  OPPORTUNITIES  section  offers  recruitment  advertisers  o  timely 
opportunity  to  reach  Business  Week's  more  than  7  million  responsive  readers 
worldwide— a  larger  audience  of  executives  and  managers  than  any  other 
business  publication. 

For  Financial,  Marketing,  EDP,  Engineering,  Sales  and  International  recruit- 
ment advertising  ...  the  Business  Week  CAREER  OPPORTUNITIES  section  is  the 
place  to  be. 

Don't  Miss  The  September  1  Closing  Date  For  The  Kick-Off  Issue. 

For  rotes  ond  information  phone  312-337-3090  or  write  to: 
Louisa  Lampe'is 

BUSINESSWEEK    CAREER  OPPORTUNITIES 

100  East  Ohio,  Suite  632  Chicago,  IL  60611 


PRESERVATION 

PLAN  ON  IT 


Write 

National  Trust 

for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


FOR  AD  RATES 
JD  INFORMATION 

PHONE: 
(312)  337-3090 
OR  WRITE: 


BUSINESS 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


less  Opportunities 


m  a  business 
at  succeeds  in 
ding  seif-wortli. 

Invest  in  a  Sylvan  Learning 
and  watch  your  worth  grow 
nth  the  self-worth  and  con- 
'  of  your  customers.  As  the 
in  today's  supplemental  edu- 
jusiness,  we've  grown  over 
iince  1985.  Now  almost  500 
i  nationwide  provide  service 
a  quarter  million  students. 
L  of  the  Sylvan  team,  you'll 
:  complete  setup,  training, 
ing,  and  management  sup- 


f'W  Sylvan 
f  0^  Learning 


Center. 


Charlotte  Bentley  or  Angie  Cowan/ 
84-8214  after 8: 30 am.  CST  '2400 
Unts  Dr. /Montgomery.  AL  36116 


1 989  Franchise  Annual  Directory 
bes  4,185  Franchisors  Includes 

concerning  what  you  should 
e  entenng  franchise  agreement, 
/  Updated.  20th  yr  $26  95  plus 

class  postage   Money  back 

^0  FRANCHISE  NEWS 

28  Center  St  ,  Box  550 
Lewiston.NY,  14092 


te  Delaware  Law  Offices, 
TON  &  AULGUR  $225  Complete 
Call  Or  Write  PO  Box  5550, 
19808  —  1-800-44 1-9459. 


PQRATE  IN  DELAWARE! 


lists  in  setting  up  Delaware 
ations.  General,  Aircraft, 
Shelf  Corporations. 

Call/Write  for  FREE  KIT: 
ifry      P.O.  Box  484-BW 
y'  Wilmingtott,  DE  19899 
800-321-CORP  •  302-652-6532 


Iters/Office  Equipment 


RYlTlflC  INOUSTRIESI 


1 3th  Year  of  DISCOUNTS 
iputers  and  Cellular  Phones 
eight  Prepaid — Save  lax 
roll  Free  800-231-3680 


Y-RadM/haek 


iy  Fwy  .  Kaly  (HouMonI  TX  77450 
1-392-0747  Fax  (713)  574-4567 


Business  Services 


BusinessTools 


Bi'cPlanBuilder''''  Intuitive  business  &  market- 
ing plan  template  for  raising  capital,  launching 
new  products  or  services.  90+  pages  of  sales  & 
marketing  oriented  headlines,  ideas,  written 
lexis  formatted  in  33  wordprocessing  files 
Spreadsheets  in  Lotus,  Excel,  PCs  or  Mac,  $99 
**We  applied  for  a  loan  in  early  November 
and  by  Christmas  we  had  $4,200,000.'' 
'*My  CPA  highly  recommends  il." 
Companion  software  packages 

•  DealMaker™  Business  Valuation  $595 

•  Forecast  Express™  Cash  mgmt-PC  $199 

•  Sales  Quota  Mgmt  for  mgrs-  -reps  $149 

•  Production  Financial  Model  $149 

•  Private  Placement  Memorandum  $149 

•  Limited  Partnership  Agreement  $149 

•  Employee  Policies  Handbook  $99 

Visa-MC-Amex  +Shippmg 

800/  442-7373  •  415/  941-9191 


Executive  Maternity  Fashion 


AND  THEY 
PLAY  TOO! 


MATERNITY 


Executive  5uits,  eleKanI  dresses,  contenv 
porary  sportswear,  and  evening  dresses 
tool  For  a  great  image  during  and  after 
pregnancy  Catalog  with  swalthes  and 
tit  guide  5.1,  rehindable  with  order  Visit 
our  stores  in:  Atldnia,  Arlington  Hts.,  IL, 
Ballimofe.  Boston,  Charlolle,  NC,  Ctiltag. 
Cleveland  Dallas.  Denver.  Fair  Oaks  M. 
VA.  Fl  Lauderdale  Hamsburg,  PA,  W 
HarUord  CT.  Houston,  King  of  Pniwla, 
PA.  Los  Angeles,  Minneapolis,  New 
Orieans,  New  York,  Palo  Alto,  CA, 
PliUa del p Ilia,  Pltttburgti,  Princeton, 
Sl  Louis.  San  Franriwo,  Santa  Ana,  CA. 
Stamford.  CT,  Washington,  D  C. 
Telephone  215-623-013;   1  *0>^ 
Noble  Street  5th  Floor  Dept 
BU91, Philadelphia. PA19123 


Corporate  Gifts 


EMBROIDERED 
CAP  SALE 

FROM 
$425 


The 

Corporate 
Choicd'  * 

America's  top  companies  can't  afford 
to  look  second-rate.  That's  wfiy  they 
choose  our  distinctive  corporate  image 
products,  Amencan  made  caps,  shirts, 
lackets  and  more,  and  now  finely 
crafted  gift  items,  too.  .  . each  with  your 
name,  logo  or  custom  design  Discover 
the  quality  difference. 


YOUR 
IMPRINT 
HERE 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 
''•■■••■k"     3952  POINT  EDEN  WAY 

'^l^ttiJI  ^  HAYWARD,  CA  94545 
'*»(otFiT  Ko**      FAX  (415)  786-1111 


Wine  Cellars 


WlNECELLARS- USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars         Your  cost 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  Handmnde 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVault  holds  about  8  Furs  $3495 


Only 
$2.85 
per 
bottle 
Model 
700 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catelog 
134  W  131S'  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Inventories  Purchased 


INVENTORIES  PURCHASED 

We  buy  and  sell  surplus  inventory 
Bellemark  Marketing  Ltd 
2160  Ward  Street 
Montreal,  Quebec,  Canada  H4M  1 T7 
Att  Herb  Schwartzman 
Teleptione  1-51 4-744-31 13 

Fax  1-514-744-3194 
Canada's  leading  supplier  of 
promotional  merchandise 


Consulting/Marketing 
Services 


Stop  Losing  Cuslomersll 
"Sensitive  Customer  Service" 

Is  the  Best  Video  Learning  Progfam  Ever  Fot  Customer 
Service  Personnel  By  Former  GE  Training  Professional 
Clear,  Crisp,  with  Graphics  &  Summaries  (1  /2"  VHS) 
"Sensitive  Customer  Service  —  Part  1"  —  21  minutes  — 
S5900 

"Sensitive  Customer  Service  —  Part  2"  —  23  minutes  — 
S59  00 

Purchase  Both  $99,00  -  Rent  Both  $39.00 

Call  24  hours  —  toll  tree  —  salislaclion  guaranteed 
1  800-552  1413  -  FAX  (404)  998-9972 

In  House  Program  Information  on  Request 
Market  Power,  Inc 


Corporate  Gifts 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  great  quality.  untunditKmally-guaranteed-pok)  shirts  are  100%  ttHlon.  American 
Made,  and  tustum  embroidered  with  vuur  logo  or  design.  Minimum  order  just  six  shirts. 
For  a  price  list,  brochure  and  information  about  our  other  great  products  call: 

1-800-274-4787 
Tlie  Queensboro  Shirt  Company 

DepiBW-6,  119N  1 1th  St.,  Greenpoini,  NY  11211 


Corporate 
Hes 

(150  PC  minimum) 

Gain  recognition  from 
neckties  customized 
witti  company  logo. 

Free  literature  upon  request 


Barn.\rd  Mainf  ltd. 

33  Mead  Ave.  •  Cos  Cob 
a06807.l!.S.A. 
Dept  BW  (203)  869  3006 


Executive  Recruitment 


Shange 
^m$SmhConfh 


Confidence! 


We  give  ourexecinive  clientsthe  unique 
ability  to  move  into  job  changing  quickly 
and  confidently  by  providing  a  series  of 
guarantees  tfiat  are  unprecedented  in  tfiis 
field.  To  maintain  tfte  high  level  of  service 
that  this  requires,  we  limit  our  practice  to 
senior  executives,  and  to  no  more  than  3 
new  clients  a  week  in  each  of  our  offices. 
We  even  guarantee  your  satisfaction  with 
the  job  you  accept  for  two  lull  years!  Call 
1.800-359-1800  in  confidence. 

m EXECUTIVE  RESOIJRCES 
INTERNATIONAL,  INC 
122E.42iidSt.,NY,  NY  10168 
Offices  in  mt}or  cities  ind  intemttiontlly. 


t 


ersonal  Business 


EDITED  BY  TROY  SEGAL 


Investing 


WINE  FUTURES:  LIQUID  ASSETS 
THAT  CAN  IMPROVE  WITH  AGE 


ard  assets  are  having 
a  hard  time  these 
days:  Precious  metals 
are  dull,  and  real  estate  re- 
mains in  a  decade-long  hole. 
But  for  investors  seeking  to 
diversify  their  portfolios, 
there  is  one  tangible  asset 
that  is  still  truly  liquid:  wine. 

Over  the  past  seven  years, 
an  investment  in  a  top-flight 
'82  Bordeaux  (a  very  good 
year)  would  have  generated  a 
compounded  annual  return  of 
almost  21%.  A  case  of  70  La- 
fite-Rothschild  purchased  for 
$199  now  fetches  $3,000,  ac- 
cording to  New  York  wine 
merchant  Sherry-Lehmann. 

Those  savvy  enough  to 
have  purchased  a  case  of  70 
paid  for  it  long  before  it  hit 
the  wine  shops — even  before 
it  hit  the  bottles.  Their  $199 
went  into  wine  futures — con- 
tracts that  cover  the  purchase 
price  of  a  specified  number  of 


cases  of  wine  for  delivery  18 
to  24  months  later.  Wine  mer- 
chants offer  futures  in  the 
spring  following  the  harvest, 
when  wine  is  in  the  barrel,  or 
en  primeur.  Futures  for  the 
'89  vintage  will  be  available 
around  April,  1990. 
BORDEAUX  HEALTH.  Futures 
are  offered  for  many  wines, 
including  fine  California  vari- 
eties. But  investors  should 
limit  themselves  to  the  red 
wines  of  Bordeaux,  France's 
leading  wine  region.  Bor- 
deaux wines,  which  are 
ranked  according  to  an 
elaborate  classification 
system,  have  a  good 
track  record,  enjoy 
global  popularity,  and 
appreciate  over  time — 
just  the  features  that 
make  for  a  strong  sec- 
ondary market. 

But  not  all  Bordeaux 
is  created  equal  (table). 


Of  the  150  world-class  cha- 
teaus  clustered  in  the  region, 
only  25  produce  investment- 
grade  wine.  The  "blue  chips" 
are  the  five  labels  designated 
the  premiers  cms,  or  first 
growths:  Lafite-Rothschild, 
Latour,  Margaux,  Mouton- 
Rothschild,  and  Haut-Brion. 
Other  highly  prestigious  la- 
bels include  Cheval  Blanc,  Au- 
sone,  and  Petrus.  A  case  of 
'86  Petrus,  offered  at  $1,500, 
is  now  coming  to  market  at 
more  than  $2,000. 
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HOW  1986  BORDEAUX 
HAS  PERFORMED 


Chateau 

Futures  price 

Current 

in  Spring  1987 

price 

Per  cose 

MOUTON-ROTHSCHILD 

$620 

$900 

MARGAUX 

620 

900 

LAFITE-ROTHSCHILD 

620 

810 

HAUT-BRION 

599 

699 

LATOUR 

599 

690 

DATA:  SHERRY-LEHMANN  INC 

Don't  expect  wines  t 
preciate  in  any  predic 
pattern.  Michael  Aaron, 
dent  of  Sherry-Lehmann 
10%  to  15%  gains  are  cor 
for  good  vintages  the 
year  as  excitement  and  s}" 
lation  about  the  new  vi:- 
starts.  Then,  in  the  foUcf 
year,  further  gains  trail 
5%  to  8%'.  Once  the  wi^ 
bottled  and  delivered,  h(j 
er,  returns  accelerate 
"As  people  start  consu' 
various  vintages,  there's^ 
available,"  says  D 
Overstreet,  owm 
the   Wine  Merc 
shop  in  Beverly  H 
That's  how  it  v 
in   theory,  at 
Wine  futures 
their  perilous  sid 
well.  Buying  fu1 
commits  the  invest 
purchasing  a 
that's  still  in  its  i 


PERSONAL  BL 


outside  of  a  few  ear- 
gs  by  wine  critics,  in- 
;nt  evaluations  are 
Novices  can  easily  fall 
)  the  marketing  hype 

French  wine  trade, 

fond  of  using  super- 
'or  every  batch  fresh 
vine.  Futures  on  the 
tge,  which  many  crit- 
e  deemed  inferior, 
budged  from  their  of- 
fices of  $400  to  $450  a 
nd  some  merchants 
en  that's  generous. 
BOTTLES.  Also,  a  vin- 
.y  find  itself  eclipsed 
;ter  one  the  following 
ines  from  '85,  a  per- 
spectable  year,  appre- 
lore  slowly  after  the 
ice  of  '86,  a  spectacu- 

Some  experts  are  al- 
peculating  that  con- 
might  lose  interest  in 
'89s  are  superb.  It's 
;  and  dry  in  Bordeaux 
imer,  and  growers  are 
af  an  early  harvest — 
sually  presages  a  su- 
intage. 

ily  100  dealers  around 
.try  offer  futures.  But 
ncern  for  investors  is 
the  merchant  can  de- 
the  contract.  Bottles 
broken  during  ship- 
Dmetimes  cases  are 
:hat  happens,  the  bet- 
•chants  will  redeem 
intract  at  the  going 
price  or  fill  your  order 
other  retailers, 
ig  in  on  your  wine 
easy.  In  every  state 
California  and  Illinois, 
al  for  unlicensed  indi- 
te sell  liquor.  And 
off  your  wine  to  an 
house  in  Chicago,  say, 
;hipping  and  handling 
lot  to  mention  dealer 
sions.  Christie's,  the 
largest  wine  auction- 
;es  a  15%  cut  of  the 
Driee. 

lat  reason,  experts  ad- 
ding on  to  your  wine 
least  five  years  after 
chase  the  futures  con- 
y  then,  it  should  have 
ited  enough  to  cover 
.ion  costs — and  some- 
extra  besides.  Of 
there's  no  guarantee 
investment.  But  then, 
't  drink  Treasury  bills 
mer.        John  Meehan 


What's  In 


HIGH  FASHIOH  MEETS  HIGH  TECH 
—UNDERWATER 


Ten  years  ago,  scuba  div- 
ing was  a  sport  for  a 
macho  guy  with  a  spear 
gun.  But  today,  more  and 
more  men  and  women  are  dis- 
covering the  pleasure  of  float- 
ing weightless  through  the 
seas.  To  accommodate  the 
new  corps  of  weekend  and  re- 
sort divers,  whose  numbers 
are  growing  by  15%  a  year, 
scuba  gear  is  becoming  safer, 
easier,  and  even  snazzier. 

One  key  innovation:  the  in- 
troduction of  "body  skins" — 
colorful,  thin  suits  made  of 
Lycra.  About  $75,  they're 
worn  alone  in  tropical  waters 
to  protect  against  stinging 


erything  from  leopard  skins 
to  fluorescent  pop  art  de- 
signs. And  modern  wetsuit 
booties  have  plastic  nonslip 
soles  as  fancy  as  those  on  ath- 
letic shoes. 

Devices  to  counterbalance 
the  wetsuit's  and  body's  buoy- 
ancy have  become  much  more 
comfortable.  In  a  big  advance 
from  the  old  nylon  straijs 
with  slip-on  lead 
weights,  Dacor  offers 
more  comfortable  neo- 
prene  belts  filled  with 
lead  shot  at  $135  for  22 
pounds,  $165  for  30.  St. 
Claire  has  a  nylon  ver- 
sion— $80  for  the  belt 


onto  the  wrist  or  forearm. 
Pioneered  by  Orca  Industries, 
it  automatically  calculates 
how  long  you  can  stay  at  any 
depth  before  risking  the 
bends.  Previously,  divers  had 
to  calculate  their  time  man- 
ually from  Navy  dive  tables 
that  take  into  account  only 
maximum  depth  and  result  in 
less  time  underwater. 

Some  divers  distrust  the  de- 
vices, saying  some  brands  cal- 
culate more  conservatively 
than  others.  But  Tipton  Lum, 
manager  of  the  Scuba  Discov- 
eries dive  shop  in  San  Francis- 
co, recently  led  an  expedition 
that   experimented  with  six 


WATER  COLORS:  MODERN  DIVERS  ENJOY  LIGHTER  FIBERS,  HOTTER  HUES,  AND  MORE  COMPUTERIZED  TOYS 


coral  or  sunburns,  or  under  a 
traditional  wetsuit  for  added 
warmth  and  ease  in  pulling 
the  suit  on. 

Wetsuits  themselves  have 
changed:  Once  made  only  in 
basic  black,  today's  models 
($250  to  $380)  are  as  colorful 
and  varied  as  tropical  fish. 
The  fashion  leader  is  Hender- 
son Aquatics,  which  pioneered 
the  suits  patterned  with  ev- 


plus  $1  for  each  pound  of 
lead.  And  instead  of  the  old 
"horse  collar"  vest  that  slips 
over  the  neck,  divers  now 
wear  an  inflatable  vest  ($350 
and  up)  that  also  holds  the 
tank.  The  vests  can  be  adjust- 
ed with  a  push  of  a  button  to 
give  perfect  weightlessness. 

The  most  innovative  addi- 
tion to  the  scuba  outfit  is  the 
dive  computer,  which  straps 


leading  models.  All  the  com- 
puters, he  found,  "came  out 
within  two  or  three  minutes 
of  each  other." 

Costing  from  $375  to  $525, 
dive  computers  are  admittedly 
expensive  toys — as  are  under- 
water cameras  and  other 
state-of-the-art  accessories. 
But  as  long  as  you're  at  it, 
why  not  equip  yourself  to  the 
gills?  Rich  Brandt 
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Smart  Money 

SEEKING  A  SOLID  PAYOFF 

IN  CRUMBLING  PUBLIC  WORKS 


Look  around.  Chances  are 
you  see  a  deteriorating 
bridge  here  or  a  ripped-up 
stretch  of  highway  there. 
Wall  Street  analysts  notice 
them,  too — and  the  worsen- 
ing conditions  across  the  na- 
tion are  making  them  smile. 
That's  because  they  see  in- 
vestment opportunities  in  the 
rebuilding  of  America's  in- 
frastructure. 

From  1975  to  1985,  U.S. 
public-works  spending  crept 
up  a  mere  0.1%  annually  af- 
ter adjusting  for  inflation, 
notes  Robert  Errigo,  equity 
research  services  manager  at 
Merrill  Lynch.  In  the  next 
decade,  he  expects  the  gov- 
ernment to  spend  as  much  as 
$1  trillion  on  overdue  im- 
provements. As  a  result,  ana- 
lysts are  bullish  on  construc- 
tion companies  in  such 
sectors  as  water  supply  and 


HOT  CONSTRUCTION 
STOCKS 


Company 


Recent  price 


CATERPILLAR 


62V2 


INGERSOLL-RAND 


47V2 


MORRISON-KNUDSEN  45% 


TRINITY  INDUSTRIES 


42 


VUUAN  MATERIALS 


443/4 


ZURN  INDUSTRIES 


38 


DATA:  MERRILL  LYNCH  &  CO. 


treatment,  engineering,  and 
earth-moving  equipment. 

After  a  lean  decade,  many 
of  these  stocks  are  underval- 
ued. One  favorite  with  ana- 
lysts is  Ingersoll-Rand, 
whose  strength  lies  in  its 
broad  product  mix.  The  com- 
pany's businesses  range 
from  highway  resurfacing  to 
portable  air  compressors, 
and  its  products  are  being 
used  in  such  industries  as 
mining,  food,  and  carmaking 
as  well  as  construction.  Plus, 
in  the  past  five  years,  Inger- 
soll-Rand has  fortified  its 
balance  sheet  by  cutting 


debt  from  37%  of  capital  to 
18%.  Charles  Bromley  of 
Duff  &  Phelps  thinks  the 
stock  could  trade  in  the  mid- 
50s  next  year,  up  from  471/2. 
SLEEPING  BEAUTY?  Aggres- 
sive investors  might  consider 
a  turnaround  play  in  this 
group.  Morrison-Knudsen, 
which  makes  transit  cars  and 
locomotives,  reported  big 
losses  in  1987  and  1988.  But 
its  new  management  has 
chopped  money-losing  opera- 
tions and  sliced  overhead. 
Jeanne  Terrile  of  Merrill 
Lynch  says  Morrison-Knud- 
sen could  make  annual  earn- 
ings gains  of  20%  in  the  next 
five  years.  Already,  its  $1.48 
dividend  gives  a  better  than 
usual  yield  for  engineering 
and  construction  companies. 

Some  stocks  will  take 
longer  to  show  results,  how- 
ever. Caterpillar,  a  well- 
known  name  in  farm  and 
construction  equipment,  will 
have  "limited  earnings  mo- 
mentum going  on  for  the 
next  12  months,"  says 
Charles  Harris  of  Oppenhei- 
mer.  Currently  deploying  a 
major  cost-reduction  pro- 
gram, "they're  doing  every- 
thing right,  but  investors 
won't  make  a  lot  of  money 
now  and  may  not  see  real 
results  until  1991."  He  pre- 
dicts that  Caterpillar,  which 
had  1988  earnings  of  $6  a 
share,  will  earn  just  $5  in 
1989  before  rebounding  in 
the  early  '90s. 

In  fact,  patience  will  prob- 
ably be  required  with  most 
construction  stocks,  since  the 
repair  of  decaying  roads  and 
falling  bridges  doesn't  hap- 
pen overnight.  And  of 
course,  political  squabbling 
and  a  tight  budget  situation 
could  stall  many  projects. 
But  given  the  pent-up  needs, 
it's  a  good  bet  that  in  the 
reconstructed  America  of  the 
1990s,  the  potholes — if  not 
the  streets — will  be  paved 
with  gold.        Jon  Friedman 


Autos 


THE  RANGE  ROVER:  A  BRITISH 
BRUTE  WITH  GOOD  MANNERS 


I was  doing  almost  40  mph 
on  a  one-lane  dirt  road 
pocked  with  holes  6  inches 
deep  and  littered  with  rocks 
the  size  of  canned  hams.  In 
any  normal  vehicle,  the  vibra- 
tions would  have  my  teeth 
rattling.  Instead,  I  casually 
sipped  a  cup  full  of  hot  coffee 
and  spilled  not  a  drop.  I  was 
driving  a  Range  Rover. 

The  Range  Rover  is  a  mon- 
ster with  good  manners  from 
Great  Britain,  a  $37,000  four- 
wheel-drive  vehicle  that  since 
its  U.  S.  introduction  in  1987 
has  become  the  latest  "in" 
car.  Jack  Nicholson  drives 
one.  So  does  Edsel  Ford  II. 

There  are  plenty  of  fine 
four-wheelers  available  from 
the  U.  S.  and  Japan,  many 
priced  $10,000  to  $15,000  less. 
What  makes  the  British  beast 
so  special?  I  was  skeptical. 
So,  I  test-drove  two  Rovers, 
one  last  winter  through  the 
snow-packed  Adirondacks,  an- 
other recently  into  the  red- 
rock  canyon  country  near  Se- 
dona,  Ariz. 

I  intentionally  plowed  into  a 
snowdrift  near  Lake  Placid, 
N.  Y.,  that  left  me  buried  to 
the  tops  of  my  wheel  wells. 
The  Rover  backed  out  easily. 
In  Arizona,  I  scouted  around 
for  steep  inclines.  Not  only 
did  the  Rover  handle  fine,  it 
felt  as  if  I  could  have  taken 
on  a  few  tree  stumps  at  the 
same  time. 


The  Rover  is  powerec 
gas-guzzling  (13  mp^ 
bruiser  that  reaches 
horsepower  at  4,750 
Most  of  the  body  pane;! 
made  of  lightweight  li 
num,  which  keeps  the  ( 
of  gravity  low  for  great( 
bility  and  tugging  powe 

The  four-wheel-drive 
matic  transmission  boas 
gears,  including  two  i 
verse.  Slow  down  to  5 
and  shift  a  separate  le) 
move  among  the  highest 
for  everyday  driving.  Tb 
est  four  gears  handle 
tions  that  would  otherwi 
quire  a  mule  team. 

POWER  EVERYTHING.  Rlji 

on  the  outside,  the  Rov 
fers  pure  pampering  0; 
inside:  Power  everythi 
standard.  Unfortunately' 
ing  my  Adirondack  trid 
power  door  lock  stc 
working  on  the  pass( 
side — the  kind  of  anno; 
all  too  typical  of  British  i 
No  complaints  abou1 
other  luxuries,  though: 
interior  is  capacious, 
room  for  five  adults  an(' 
cubic  feet  of  storage, 
seats,  with  eight-way  i 
adjustment,  are  exceec » 
comfortable.  Opt  for 
covers,  which  hold  you  i; 
seat  better.  Then  you 
ready  to  hit  the  road  ir 
go-just-about-anywherei 
chine.  Ri/ssell  M\ 
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VACATIONERS  ARE  FLIPPING 
OVER  THEIR 

&u  can  get  cash  anywhere. 
\t  over  28,000  cash  machines  on  the  Plus 
em®  network— worldwide, 
[n  5,745  cities  and  towns  in  the  U.S.,  Canada, 
pe,  the  Far  East  and  the  Caribbean. 
And  wherever  you  are  in  the  U.S.,  you 
ind  a  nearby  cash  machine  by  calhng: 
)-THE-PLUS. 

AlII  it  takes  is  a  cash  or  bank  credit  card  with 


CASH  CARDS. 


a  Plus  System  logo  on  it. 

So  flip  over  your  cash  card  now.  And  have  a 
carefree  vacation. 


WE  MAKE 
YOUR  CASH  CARD 

WORTH 
FLIPPING  OVER  ^ 


^Plus 

,  ^System 


ersonai  Business 


Rc 
\ 


emember  when  gurus 
of  computer  technology 
iheralded  the  advent  of 
the  paperless  office?  So  much 
for  forecasting:  Most  offices 
are  still  awash  with  newslet- 
ters, memos,  legal  pads,  and 
computer  printouts.  All  this 
paper  started  out  as  trees, 
and  will  finish  as  part  of  a 
pile  of  trash  in  a  landfill — un- 
less it's  recycled.  And  with 
landfill  space  dwindling  fast, 
a  big  push  is  on  for  office 
recycling. 

Several  states  already  have 
mandatory  recycling  laws. 
But  even  if  your  state  or  lo- 
cality doesn't,  establishing  a 


Executive  Suite 


SAVE  THE  TREES 

—AND  YOU  MAY  SAVE  A  BUNDLE 


intensive  business  such  as  a 
bank  or  insurance  company 
consists  of  such  paper. 

Each  state  has  agencies  (of- 
ten named  something  like 
"Div.  of  Litter  Control")  that 
are  responsible  for  corporate 
recycling  efforts.  Many  mu- 
nicipalities also  have  local  de- 
partments of  environmental 
regulation  or  conservation. 


Manager  Mike  Johnson,  hp's 
recycling  is  being  coordinated 
by  Paper  Recovery  Systems 
in  San  Jose,  Calif.,  which  pro- 
vides the  labor  for  sorting, 
does  the  removal,  and  will 
even  destroy  confidential  rec- 
ords promptly  at  no  extra 
charge.  Its  services  are  a 
boon  for  HP:  Instead  of  spend- 
ing $40,000  a  month  on  trash 


Conservatree  Paper  cai 
full  line  of  high-quality 
paper,  from  copier  pd 
bond  to  glossy,  in 
range  of  colors  and  wj 
Increasingly,  at  least 
types  of  recycled  papi 
available  from  regular 
ers.  For  example,  Centi 
per  in  Trenton,  N.  J.,  ( 
recycled  computer-pr 
and  copier  paper. 

GOOD  AND  CHEAP.  Conti 

popular  belief,  recycled 
is  as  high-quality  as  th 
ventional  stuff  and  co 
tively  priced,  too.  Centi 
per's  premium  recycled 
paper  can  cost  as  liti 


program  for  your  company  or 
home  office  is  worthwhile: 
It's  easy,  it's  good  for  the  en- 
vironment, and  it's  even  cost- 
efficient  in  the  long  run.  Most 
companies  pay  by  the  ton  to 
have  trash  collected  and  taken 
to  a  landfill  or  incinerator.  A 
recycling  program,  which  usu- 
ally can  be  coordinated  with 
your  current  collector,  re- 
duces the  amount  of  trash  to 
be  destroyed  or  dumped — and 
so  cuts  the  overall  expense.  A 
recycler  may  even  pay  you 
for  the  paper. 

FIBER-RICH.  The  first  thing  to 
determine  is  how  much  of 
your  trash  is  recoverable. 
White  paper — such  as  com- 
puter printouts,  stationery, 
and  ledger  paper — has  high  fi- 
ber content  and  is  the  most 
valuable  for  recycling.  The 
Environmental  Defense  Fund, 
a  nonprofit  organization,  esti- 
mates that  more  than  60%  of 
the  trash  at  an  average  paper- 


New  York  City's  Office  of  Pa- 
per Recycling  Service,  for  ex- 
ample, has  designed  pro- 
grams for  various  units  of 
Merrill  Lynch,  Con  Edison, 
and  Chemical  Bank.  Key 
tasks  include  helping  compa- 
nies set  up  systems  that  often 
involve  special  bins  placed  at 
desks  and  in  corridors  for  sep- 
arating the  recoverable  paper 
from  other  trash,  and  arrang- 
ing for  collection. 

At  Hewlett-Packard  in  Palo 
Alto,  Calif.,  recycling  is  "part 
of  our  culture,"  says  Facilities 


Worth  Noting 


■  TRAIN  GAINS.  Two  new  ver- 
sions of  the  Eurailpass  will 
make  their  debuts  in  Janu- 
ary. One  is  good  for  five 
days  of  rides  over  15  days 
($198);  the  other,  for  14  days 
of  rides  over  30  days  ($458). 
Both  passes  offer  first-class 


removal,  Hewlett  iieadquar- 
ters  now  receives  about 
$2,000  a  month  for  paper  that 
can  be  recycled.  Hewlett  also 
benefits  from  positive  commu- 
nity relations,  since  it  doesn't 
contribute  to  the  already  over- 
flowing county  landfills. 

But  selling  paper  for  recy- 
cling is  only  half  the  picture. 
Companies  can  help  complete 
the  circle  by  buying  recycled 
paper,  too.  Some  suppliers 
now  carry  recycled  versions 
of  any  sort  of  paper  imagin- 
able:  San  Francisco-based 


seats  on  regular  and  high- 
speed trains  in  17  countries. 

■  CAMPUS  COVERAGE.  If 

items  from  home  are  stolen 
from  your  child's  dorm,  the 
odds  are  your  homeowner's 
policy  covers  them — up  to 
10%  of  full  home-contents 
coverage.  But  computers  and 
high-ticket  items  may  re- 
quire a  rider,  says  the  Insur- 


$7.60  for  1,000  sheets  vs. 
to  more  than  $10  for 
paper.  Conservatree's  ] 
um  copier  paper  costs 
per  1,000  sheets. 

Obviously,  the  main  r 
for  recycling  is  concer 
the  environment,  not 
pocketbook.  And  the 
grams  for  collecting  o' 
end  and  purchasing  o 
other  take  time  to  set  u]! 
once  they're  establishec 
may  find  recycling  as 
for  the  budget  as  it  is  f 
planet.  Celia  McA 


ance  Information  Insti 
■  TAPE  TIP.  "CD-length' 
diocassettes  allow  50 
utes  of  recording  per 
But,  says  maker  BASF,' 
fore  you  pay  a  15%  prer 
for  the  tapes,  consider 
tastes.  Only  19%  of  CDS 
45  to  50  minutes.  Most  c 
cal  CDs  are  longer;  most 
and  rock  CDs  are  shorte 
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ICY  COLD.  ICY  CLEAR.  ICY  VODKA.  IT'S  SMOOTH  AS  ICE. 


Vodka,  40%  Ale.  by  Volume,  Imported  by  Brown-Forman  Beverage  Co.,  Louisville,  KY.  ©  1989 


It's  not  surprising  that  one  out  ot  four  cleared,  pushing  untold  numbers  of  species 

pharmaceuticals  comes  from  tropical  toward  extinction. 
forests.Orthatan  estimated  1,400  tropical       The  future  of  medicine  and  agriculture, 

plants,  like  the  rosy  periwinkle,  have  the  existence  of  thousands  of  wildlife 

promising  anti-cancer  properties.  After  species,  and  the  survival  of  hundreds  of 

all,  as  home  to  half  of  the  worlds  plant  and  millions  of  people  in  developing  countries 

animal  species,  these  forests  are  a  vast  depend  on  what  we  do  now  to  keep  the 

biochemical  warehouse.  tropical  forests  alive. 

What  is  surprising  is  that  the  human       The  means  of  solving  this  problem  are 

race  is  destroying  this  living  resource  at  an  within  our  reach.  Write  in  order  to  find  out 

alarming  pace.  how  you  can  help  keep  the  tropical  forests 

Each  day  74,000  forested  acres  are  alive,  before  the  reasons  disappear 


KeepTropicol  Foiests  Alive. 


Tropical  Forest  Project.  World  Resources  Institute.  1735  New  York  Avenue,  N  W  Wastiington,  D.C  20006/ Prepared  by  Richardson.  Myers  &  Donofrio  Inc. 
118B-CA 


rhe  end  of  the 
errormessaga 


3ne  of  these  PC  screens  is 

1  something  different.  But 

2  all  telling  you  the  same 

and  your  data  are  in  a 

lot  of  trouble, 
haps  someone  hit  the 
f  key  and  deleted  your 
)y  accident. 

haps  ifs  simply  lost  some- 
;  on  your  disk, 
perhaps  the  disk  is  cor- 
1  and  everything  is  lost, 
^sss^  Perhaps  you 

"^^^    A  should  get  the 
new  Norton 
Utilities! 

Because  only 
the  Norton  Util- 
ities can  take 
the  terror  out  of 
all  these  error 


andard  Edition 
■u  UnErase,  File 
a  range  of  features, 
nd  enhancements  — 
\n  even  more 
sonable  price. 


messages. 
If  someone 


has  accidentally 
;d  your  data,  fear  not. 
igendary  UnErase"  can 
"ect  it  with  a  few  simple 
rokes. 

ou've  misplaced  it— which, 
you're  dealing  with  a  hard 
IS  terrifyingly  easy  to  do— 
tk  Find  wUl  come  to  the 

d  what  if  worse  comes  to 
and  your  whole  disk  goes 

ser  up. 


The  extraordinary  new 
Norton  Disk  Doctor  will  deter- 
mine the  exact  nature  of  the 
problem,  report  it  and,  in  most 
cases,  fix  it  for  you. 

All  by  itself. 

In  fact,  if  the  Doctor  can't  cure 
your  corrupted  floppy  or  hard 
disk,  then  Buster,  you've  got  one 
corrupt  disk. 

In  which  case,  youH  need  to 
refer  to  The  Norton  Trouble- 


shooter,  a  158-page  guide  to  find- 
ing and  fixing  most  anything  that 
could  go  wrong. 

Don't  worry  you  don't  have  to  go 
to  the  library  or  the  bookstore  to 
refer  to  it,  because  it's  included  in 
the  Advanced  Edition. 

Along  with  24  more  organiza- 
tional and  disk  management  utili- 
ties we  don't  have  space  to  mention. 

PC  Magazine  calls  the  Norton 
Utilities  "indispensable'.' 

You'll  want  to  call  your  local 
software  dealer  Or  call  us  at 
1-800-365-1010. 

Then  youH  have  nothing  to  fear 
but  fear  itself. 


UnilTIES  ^ 


COMPUTING 


Designed  for  the  IBM*  PS/2*  and  PC  families  and  100%  compatibles.  ©  1989  Peter  Norton  Computing,  Inc.  All  rights  reserved. 


Japanese  Inerxectioi 


In  Japan,  there  is  an  appreciation 
for  subdued  elegance.  It  is  a  taste  for  the 
understated.  An  inner  calmness.  A  quiet 
perfection  that  never  calls  attention  to 
itself— Wabi. 

And  it's  apparent  on  every  ANA  flight. 

In  the  way  we  maintain  our  fleet.  One 
of  the  newest,  most  modem  in  the  world. 

In  the  imaginative  way  we  plan  our 
meals.  The  finest  of  both  Eastern  and 
Western  cuisines. 

And  in  the  way  we  train  our  flight 
attendants  to  be  unobtrusive,  attentive, 
so  perfectly  Japanese. 


Such  impeccable  service  can  be  experi- 
enced daily  on  our  nonstop  flights  to  Tokyo 
from  hos  Angeles.  We  also  offer  Wash- 
ington, D.Cs  only  nonstops  to  Tokyo  five 
times  a  week. 

From  there  we  can  fly  you  to  Seoul, 
Hong  Kong,  Bangkok,  Beijing,  Dalian  or 
Sydney.  With  new  routes  from  Tokyo  to 
London,  Stockholm,  Moscow  and  Vienna. 
Contact  your  travel  agent  or  ANA  at 
1-800-235-9262.  For  Japanese  language  call 
1-800-262-2230. 

Fly  ANA,  and  you'll  discover  service 
raised  to  an  art. 


All  IMiPPon  AiiHuay. 
Japan's  best  to  the\ 
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0  HITACHI 


Oearty,  we're  the  one  with  the  most- 
More  and  more  people  are  enjoying  home  entertain- 
ment products.  And  more  and  more  people  are  turning  to^ 
Hitachi  for  them.  >• 
This  is  clearly  demonstrated  by  our  VM-S7200A  S-VH , 
video  camera.  Its  unique  MOS  image  sensor  provides  400 
lines  of  resolution.  There's  multiple  shutter  speeds.  A  built-ir  | 
chararter  generator.  Plus,  you  can  edit  and  mix  like  a  pro. 

Our  CT5582K  55"  high-performance  projection 
television  boasts  500  lines  of  resolution  for  a  beautiful 
picture,  too.  It  features  an  intelligent  remote  control.  S-VHS 
input  jack.  Built-in  surround  sound.  And  on-screen  picture/ 
sound  control. 

When  it  comes  to  home  electronics,  Hitachi  is  clearly 
the  one  with  the  most. 


For. more  Information,  please  contact:  Hitachi  Sales  Corp.  of  America  401  West  Artesia  Blvd.,  Compton,  CA  90220  Phone:  (213)  537-8383 

Hitachi  (HSCJ  Canada,  Inc  6740  Campobello  Road,  Missis  .auga  Ont.  L5N  2L8  Phone:  (416)  821-4545 
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Shearson  Lehman 
Treasury  Index 
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1.  p.  Morgan 
Index 


2^ 


52-week  change 
-1-32.0% 

1-week  change 
-0,3% 

52-week  change             1-week  change 
+  11.0%  -0.7% 

52-week  c 

-1-1.9% 

Tange             1  -week  change 
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kT  ANALYSIS 

KS 

latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

INDUSTRIALS 
NIES  (Russell  1000) 
IPANIES  (Russell  2000) 
NIES  (Russell  3000) 

2678.1 
182.0 
175.7 
194.8 

-0.6 
-0.3 
-0.1 
-0.3 

32.1 
31.0 
21.2 
30.2 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.3% 

8.2% 
3.0% 
13.3 

8.2% 
8.1% 
3.0% 
13.4 

7.4% 
9.4% 
3  6% 
11.8 

% 

change  (local  currency) 

latest 

Week  ago 

Reading 

TOCKS 

latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculotive  sentiment;  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

316.2 
65.6% 
0.27 
2.08 

314.3 
67.9% 
0.23 
1.94 

Positive 
Neutral 
Neutral 
Neutral 

NANCiAL  TIMES  100^ 
:KEI  INDEX) 
rSE  COMPOSITE) 

2382.4 
34,893.3 
3942.1 

1.6 

-0.5 
-1.8 

31.0 
25.5 
20.2 

IrRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 
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% 
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change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

22.0 

91.3 

UAL 

53.9 

198.1 

272 

17.0 

35.9 

INCO 

22.5 

22.0 

35V8 

11.2 

15.1 

YELLOW  FREIGHT  SYSTEM 

17.3 

20.1 

31% 

'IMENT 

10.1 

77.1 

WALT  DISNEY 

12.4 

85.8 

1  141/4 
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9.9 

29.2 

REYNOLDS  METALS 

14.5 

13.4 

571/8 
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%  change 
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% 

4-week 

change 
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Price 

■NTATION 

-3.5 

1 1.9 

TEKTRONIX 

-6.1 

-1.2 

2iy8 

VTE  INVESTMENT  TRUSTS 

-2.9 

-7.2 

LOMAS  &  NEHLETON 

-14.0 

-35.7 

14V8 

MATERIALS 

-2.3 

11.3 

USG 

-10.3 

-39.7 

4% 

lONAL  OIL 

-1.8 

9.9 

EXXON 

-3.6 

-4.9 

431/2 

-1.7 

36.0 

CAMPBELL  SOUP 

-7.7 

90.5 

52% 
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MORNINGSTAR  INC. 


>tal  return 

% 
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Four-week  total  return 

% 

iL  AVIATION  &  TECHNOLOGY 
14  DEAN 

13.8 
13.5 
10.8 

DFA  UNITED  KINGDOM  SMALL  COMPANY 
FIDELITY  SELECT  COMPUTERS 
ISI  GROWTH 

-3.9 
-1.9 
-1.7 

tal  letum 

% 

52-week  total  return 

% 

(L  AVIATION  &  TECHNOLOGY 
MALL  CAPITALIZATION  PORTFOLIO 
WENTY 

75.1 
69.8 
65.2 

STRATEGIC  GOLD/MINERALS 
STRATEGIC  SILVER 

COLONIAL  ADVANCED  STRATEGIES  GOLD 

-18.2 
-8.6 

-8.0 

S&P  500 
4-week  totol  returr 


IVE  PORTFOLIOS 
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tal  returns 


Foreign  stocks 
$13,636 

-0.02% 


U.  S.  stocks 
$13,623 

-1.02% 


Treasury  bonds 
$12,361 

-0.63% 


nil 


Money  market  fund 
$10,711 

+  0.16% 


DATA  RESOURCES  INC. 


Gold 
$8,470 

4-0.08% 


lis  page  ore  as  of  market  close  Wednesdoy,  Aug.  23. 
IS  include  S&P  500  companies  only;  performance  and 


1989,  unless  otherwi 
jre  prices  are  os  of 


e  indicated, 
norket  close 


Aug.  22.  Wutuat  fund  returns  ore  as  of  Aug.  18.  Relative  portfolios  are  valued  as  of  Aug.  22.  A  more 
detailed  explonotion  of  this  page  is  available  on  request. 


BUSINESS  WEEK/SEPTEMBER  4,  1989121 


ictitanais 

InE  WE^i  vAll  1  ArrUKU 

NOT  TO  HELP  POLAND 

and  have  a  Visa  card  with  $10,000  of  credit  left  ■ 
The  government  is  no  better.  Every  time  we  sign  a  n 
form,  Washington  agencies  scurry  through  their  dataH 
looking  for  contradictions.  The  Federal  Bureau  of  ImM 
tion  recently  proposed  linking  its  criminal  data  bankiP 
computerized  records  at  airline  reservation  system 
rental  companies,  creditors,  credit  bureaus,  insuranct 
panies,  and  phone  companies.  This  was  shot  down  b 
libertarians.  But  the  proposal  will  probably  reemerge 
As  the  credit  bureaus  and  the  government  have  b 
freer  with  their  data,  the  notion  that  personal  infon 
must  be  protected  at  all  costs  has  been  eroded.  There 
laws  that  adequately  protect  the  privacy  of  personal 
mation  contained  in  computer  data  banks.  The  Fair 
Reporting  Act,  which  oversees  credit  bureau  activitie 
the  Privacy  Act,  which  watches  the  government,  ai 
decades  old.  Both  are  ineffective  in  the  face  of  new  c( 
er  technologies,  which  encourage  the  information  sel 
manipulate  and  market  their  files.  Congress  should  ri 
these  laws.  The  credit  bureaus  shouldn't  be  allowed 
private  financial  information  as  the  basis  of  lists  or  f( 
other  commercial  purpose.  And  government  curiosity  i 
be  restricted.  Dissemination  of  private  data  should  b 
for  the  most  serious  purposes.  Otherwise,  each  of  ou 
becomes  an  open  book  that  we  have  no  power  to  shi 

■  n  the  1950s,  John  Foster  Dulles  blustered  about  rolling 
H  back  communism  yet  did  nothing  when  Soviet  tanks 
H  rolled  in  to  crush  Hungary's  revolt.  Now,  Poland  and 
Hungary  have  launched  a  bold  political  rollback  of  commu- 
nism, and  the  Bush  Administration  is  running  the  risk  of 
doing  too  little  to  help. 

Poland's  Solidarity  is  staking  its  credibility  and  support  on 
an  unprecedented  bid  to  introduce  democracy  into  the  Soviet 
bloc.  In  doing  so.  Solidarity  has  brought  Europe  and  the 
rival  alliances,  NATO  and  the  Warsaw  Pact,  to  a  major  turn- 
ing point  in  East-West  relations.  A  peaceful  transition  from 
totalitarian  to  democratic  rule  in  Poland  will  spur  political 
and  economic  reform  in  all  of  Eastern  Europe  and  in  the 
Soviet  Union  itself.  For  the  U.  S.  and  its  allies,  that  will  do 
more  to  reduce  the  Soviet  menace  than  billions  of  dollars 
worth  of  nuclear  missiles,  Stealth  bombers,  and  high-technol- 
ogy Star  Wars  gadgets.  But  if  Solidarity  fails,  Soviet  leader 
Mikhail  S.  Gorbachev's  reform  drive  will  also  be  set  back, 
and  Eastern  Europe  could  revert  to  a  new  cycle  of  repres- 
sion and  upheaval. 

For  the  U.  S.,  stinting  on  aid  to  Poland  could  cause  a 
historic  opportunity  to  be  squandered.  During  his  visit  to 
Warsaw  in  July,  President  Bush  offered  food  shipments, 
support  for  World  Bank  loans  and  a  rescheduling  of  Po- 
land's foreign  debt,  plus  a  modest  $119  million  in  direct 
American  aid.  By  contrast,  the  U.  S.  spent  $2  trillion  on 
military  defense,  mostly  against  the  Soviet  Union,  during 
the  past  eight  years.  Washington  rightly  stresses  the  need 
for  Poland  to  overhaul  its  incompetent  bureaucracy  and 
draw  up  a  credible  plan  to  shift  to  a  market  economy.  But  to 
undo  the  unworkable  Marxist  system,  a  Solidarity  govern- 
ment will  have  to  inflict  more  pain  on  the  Polish  people. 

The  West,  in  its  own  interest,  can  help  to  ensure  Solidari- 
ty's success  and  ease  Poland's  transition.  Waiting  for  Soli- 
darity to  carry  out  reforms  before  providing  help  would 
paralyze  the  flow  of  Western  aid.  The  U.  S.  and  its  NATO 
allies  spend  $350  billion  a  year  to  defend  Western  Europe 
against  the  threat  from  the  East.  A  fraction  of  that  amount 
in  help  to  Poland  could  go  a  long  way  toward  defusing  it. 



inid  IKAUINU  JvAIwi  1 

MUST  BE  SKEWERED  ( 

■  n  a  pernicious  subspecies  of  program  trading,  larg 
H  kerage  houses  allegedly  have  manipulated  the  i 
H  stock  market  indexes — the  Standard  &  Poor's  500  i 
index  and  the  Major  Market  Index — to  make  money  in  t 
ed  stock  futures  (BW — Aug.  28). 

As  recounted  by  traders  familiar  with  the  practice,  r 
frontrunning  is  market  manipulation,  pure  and  simple ! 
gram  traders  first  buy  stock-index  futures  and  thei  [ 
chase  stocks  to  drive  up  the  index  and  futures.  Thej ! . 
sell  their  futures  and  dump  the  stocks.  They  profit  ( 
futures  and,  in  the  process,  hurt  small  traders,  mal 
market  more  volatile,  and  damage  the  integrity  of  the  1 
widely  followed  market  barometers.  It's  dismaying  th;  jri 
securities  industry  has  not  taken  the  lead  in  fighting  r 
frontrunning.  One  firm,  Morgan  Stanley  &  Co.,  even  a  ■ 
against  a  ban  on  "self-frontrunning,"  in  which  a  firm  , 
mits  its  own  capital  to  index  frontrunning  strategies, 
gan  told  the  New  York  Stock  Exchange  such  frontru  i 
should  be  prohibited  only  when  customer  trades  are  in^  i 
and  that  a  self-frontrunning  ban  would  be  an  "unwan  1 
expansion  of  traditional  frontrunning  concepts."  Forti 
ly,  this  specious  argument  has  been  rejected  by  regul  \ 

The  Securities  &  Exchange  Commission  has  issued ;  i 
banning  index  frontrunning  between  the  stock  marke  1 
s&p  500-index  futures.  Unfortunately,  the  SEC  worde  1 
rule  so  that  traders  could  engage  in  frontrunning  und  i 
guise  of  similar  trading  strategies.  Federal  regulator  • 
the  exchanges  should  ban  this  practice  outright.  If 
don't  have  the  gumption,  perhaps  Congress  should  ' 

dUILU  >IILIII  WALu 

AROUND  OUR  PRIVACY 

^p|omputers  hold  more  than  6  billion  records  about  Amer- 
^^^icans,  and  access  to  all  of  this  data  by  almost  anybody 
^Bihas  never  been  easier.  A  business  week  reporter  had 
no  trouble  obtaining  Vice-President  Quayle's  credit  report. 
And  the  credit  b  ifeaus  that  maintain  400  million  personal 
files  on  Americans  outinely  sell  their  data.  They  offer  lists 
of  people  who  they  ti.  ik  will  go  bankrupt  during  the  coming 
year,  for  example,  or  tlie  names  of  married,  Caucasian,  40- 
year-old  men  who  live  in  Zip  Code  07481,  earn  over  $120,000, 
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Mushroom  omelet,  coffee  and 
fresh  strawberries,  3:30  a.m. 
heWestinHotel,Washington,D.C 


In  one  respect,  it  is  simply  a 
room  service  delivery  at  an  early 
morning  hour.  But  at  this  crucial 
moment,  one  determines  whether 
a  hotel's  performance  equals  its 
promise. 

At  Westin  Hotels  &  Resorts,  we 
consider  this  the  moment  of  truth. 

What  sets  Westin  apart  are  the 
dedicated  people  who  aim  not  only 
to  fulfill  your  needs,  but  to  anticipate 
them.  People  who  respond  promptly 
to  your  every  request,  at  any  hour. 

Because  at  Westin,  we  are  com- 
mitted to  accommodating  your 
special  needs  in  a  manner  that  is 
at  once  caring,  comfortable,  civilized. 

Even  if  its  breakfast  at  3:30  in 
the  morning. 


Westin 

Hotels  8.  Resorts 


Vel  consultant  or  800-228-3000.  Acapuico  •  Atlanta  •  Atlanta  (Buckheadi  ■  Boston  •  Calgary  •  Cancun  •  Chicago  •  Chicago  lO'Harel  ■  Cincinnati  •  Dallas  ■  Denver  •  Detroit 
Paso  •  Ft.  Lauderdale  •  Guadalajara  •  Guatemala  City  •  Hilton  Head  Island  •  Hong  Kong  •  Houston  •  Indianapolis  •  Island  of  Hawaii  •  Ixtapa  ■  Kansas  City  ■  Kauai  ■  Kyoto  ■  Los  Angeles 
anillo  •  Maui  •  Mazatlan  •  Mexico  City  •  Monterrev  -  New  Orleans  •  New  York  •  Orange  County  •  Orlando  •  Ottawa  ■  Phoenix  •  Pittsburgh  •  Portland  ■  Puerto  Vallarta  ■  Pusan  •  Saltillo 
■  San  Francisco  .Airport  •  San  Salvador  •  Seattle  ■  Seoul  •  Shanghai  ■  Singapore  •  Tokyo  ■  Toronto  •  Tucson  •  Tulsa  ■  Vail  ■  \'ancouver  •  Washington.  D  C.  •  Winnipeg 
■ted  Mi/eage  Plus.  Air  Cinadi  AeropUn  and  U.S.  Air  Frequent  Traveler  programs  earn  miles  at  participating  Westin  Hotels  &  Resorts. 


Window  of  opportunity. 


About  three  years  ago,  to  preserve  a 
local  landmark,  Eastman  Kodak 
Company  bought  an  empty,  107-year 
old  seminary,  just  a  stone's  throw 
from  their  largest  manufacturing  site 
in  Rochester,  New  York. 

Soon  afterward,  they 
decided  to  put  a  research  and  develop- 
ment unit  into  the  top  floor.  The  problem 
was,  there  was  no  effective  way  to  get 
anything  bigger  than  a  seminary  student 
into  the  building.  No  loading  docks. 
No  elevators.  And  three-story  stairwells 
too  twisty  to  hike  any  furniture  up. 

So,  Kodak  called  on  John  Donohue 
of  Merkel-Donohue,  their  full-service 
Steelcase  dealer  in  Rochester,  with  70 
employees  and  25-years  experience. 
Donohue  and  the  Kodak  people  put 
their  heads  together. 

"John,  it  s  going  to  be  a  challenge." 


"Challenge? 
We're  going  to 
need  a  shoehorn!'' 

The  best  approach,  they  decided,  was 
to  jury-rig  an  outside  elevator.  They 
took  out  a  third- story  bay  window.  Built 
a  scaffold.  And  rolled  a  giant  crane 
over  from  Kodak.  Steelcase's  deliveries 
were  coordinated  so  that  as  furniture 
arrived,  it  was  unloaded,  hoisted  up  to 
the  scaffold,  and  moved  in  through 
the  window. 

Working  together,  Merkel-Donohue, 
Kodak,  and  Steelcase  managed  to 
deliver  three  huge  trailers'  worth  of 
furniture— Series  9000,  plus  chairs, 
files,  the  works.  Enough  for  40  offices  and 
several  conference  rooms.  In  one  day. 

One  long,  late-November  day. 

In  a  blizzard. 


Steelc£K5e 

The  Office  Em  tronmenl  Company 


For  more  information,  call  l-mO-m-9939 


ONLY  22^  DAYS 
UNTIL  RETIREMENT. 


Seems  like  an  eternity. 

But  the  fact  of  the  matter  is  today  people  are  retir- 
ing sooner  than  ever. 

The  average  retirement  age  is  nov/  61.5,  not  65. 
And  it's  getting  even  lov^er. 

It's  a  trend  that  has  employers  v^/orried. 

Because  as  more  and  more  workers  retire,  employ- 
ers end  up  paying  more  and  more  in  post-retirement 
benefits. 

At  the  CIGNA  companies,  we  have  a  solution. 

We've  developed  a  variety  of  voluntary,  portable 
payroll  deduction  plans  that  help  relieve  the  employ- 
er's post-retirement  financial  burden. 

In  each  of  these  programs,  employees  are  given 
the  opportunity  to  plan  for  a  financially  secure  retire- 
ment at  economical  group  rates. 

They  can  choose  from  contemporary  insurance 
programs  like  Group  Universal  Life  that  not  only 
provide  benefits  at  retirement,  but  allow  access  to 
accumulating  funds  during  working  years  as  well. 


Benefits  are  pfovic3ed  by  Connecticut  General  Life  Insurance  Company.  Life  Insurance  Company  of  North  America  and  INA  Life  Insurance  Company  of  New  York,  CIGNA  comi 


There  are  also  other  options  available. 

Like  savings  and  investment  vehicles. 

Family  insurance  coverages, 

Supplemental  disability  plans. 

All  these  employee-paid  benefits  supplement, 
and,  in  some  cases,  replace  existing  programs,  help 
to  reduce  on  employer's  post-retirement  costs. 

We'll  handle  initial  enrollment,  ongoing  plan 
management,  and  all  employee  communications, 
tailoring  each  program  to  minimize  employer 
administrative  time.  We've  even  implemented  a  toll 
free  hotline  to  answer  employee  questions. 

For  more  information  about  how  we  can  help  witf 
the  post-retirement  cost  problem,  write  CIGNA  Conr 
ponies.  Dept.  R12,  One  Logon  Sq.,  Philo.,  PA  19103. 

Employee  Marketing  will  benefit  you  and  your  empli 
ees  now.  And  22,463  days  from  now. 

It's  one  more  example  of 
CIGNA's  commitment  to  person- 
alized service  to  business. 


X  tmmm&i  hewuett^ 
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No  recession.  Lower  interest  rates. 
So  why  are  so  many  highly  leveraged 
companies  suddenly  in  trouble?, 
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Home  tor  dinner. 

That's  when  your  airHne  has  so  many  flights 
between  the  top  business  centers 
that  you  can  take  off  in  the  morning, 
have  a  good  meeting, 
d  make  it  back  home  in  time 
to  hear  what  the  kids  did  all  day  in  school. 
United.  Rededicated  to  giving  you  the  service  you  deserve. 
Come  fly  the  friendly  skies. 
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The  new  Eagle  GA  Touring  Radial. 

Where  luxury  meets  performance.  And  both  win. 


Quite  possibly,  you  have  never  heard 
of  Goodyear's  newest  tire,  the  Eagle  GA 
Touring  Radial.  But  the  engineers  at 
Lexus  certainly  have. 

For  more  than  18  months,  Goodyear 
and  Lexus  worked  together  on  three 
continents  of  the  globe. 

Their  objective:  To  make  a  tire  with 
the  handling 
capabilities  of 
an  Eagle  high- 
performance 
radial,  and  the 
superior  ride 
suitable  for  a 
luxury  car. 

Developmental  tires  were  tested  in 
America.  In  G-anada.  In  Germany, 
Luxembourg,  and  in  Japan. 

And  now,  the  Goodyear  Eagle  GA 
Touring  Radial  is  being  sent  to  Japan 
for  fitment  as  the  factory-specified, 
original  equipment  tire  on  the  new 
$35,000  Lexus  LS  400. 

ITie  Goodyear  Eagle  GA  louring 
Radial  bridges  the  gap  between  the 


aggressive  handling,  grip  and  stability 
of  an  outright  performance  radial  and 
the  smooth,  undisturbed,  quiet  ride  of 
a  quality  luxury  radial. 

Wliat  it  can  offer  your  car  is  a  quiet, 
smooth  and  undisturbed  ride  over  a 
variety  of  road  surfaces.  Plus  the  ability 
to  handle  your  car's  full  performance 

capabilities. 

You  can 
get  details  of 
Eagle  CiA  avail- 
ability for  your 
car  from  your 
local  Goodyear 
retailer.  (Call 
l-80()-GAR-l999  for  the  C;oodyear 
retailer  nearest  you.) 

EveiT  Eagle  (iA  Touring  Radial  is 
sj)eed-rated.  And  it  is  available  in  all- 
season  mud  and  snow  versions. 

For  Lexus,  there  was  no  doubt  as  to 
the  best  tire  for  their  $35,000  flagship: 
the  Goodyear  Eagle  CiA  louring  Radial 

It  is  the  tire  where  luxuiy  meets 
j)erformance.  And  both  win. 
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PRODUCTION 

Chonge  from  last  week:  0.6% 
Change  from  last  year:  -0. 1  % 
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LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  8.3% 
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1967—100,  Four-week  moving  average 
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The  production  index  rose  for  the  week  ended  Aug.  19.  On  a  seasonally 
adjusted  basis,  auto  output  increased  sharply.  Trucks,  lumber,  electric  power,  and 
crude-oil  refining  production  posted  goins  as  well.  Steel,  cool,  and  paper  output 
declined  slightly.  Rail-freight  traffic  and  paperboard  production  were  unchanged 
from  the  previous  week.  Before  calculation  of  the  four-week  moving  average,  the 
index  increased  to  175.2  from  173.6  in  the  prior  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


The  Ieadin9  index  edged  up  during  the  week  ended  Aug.  19.  A  sharp  rebound  I 
in  the  growth  rote  for  materials  prices  led  the  gain.  The  change  in  real  estate  loons  j 
was  also  up.  On  the  negative  side  were  lower  stock  prices,  higher  bond  yields,  on  I 
increase  in  the  number  of  business  failures,  and  slower  growth  for  M2.  Prior  toj 
calculation  of  the  four-week  moving  average,  the  index  rose  slightly  to  218.3  from! 
217.9  in  the  previous  week. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Reseorch 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ' 
ago 

%  Change 
year  ago 

STEEL  (8/26)  thous.  of  net  tons 

1,689 

1,773  # 

-8.7 

AUTOS  (8/26)  units 

131,458 

125,544r# 

4.7 

TRUCKS  (8/26)  units 

78,644 

75,651  r# 

4.6 

ELEQRIC  POWER  (8/26)  millions  of  kilowatt-hours 

60,324 

58,037  # 

2.4 

CRUDE-OIL  REFINING  (8/26)  thous.  of  bbl./day 

14,025 

1 3,856  # 

1.4 

COAL  (8/19)  thous.  of  net  tons 

1 9,949  # 

19,593 

-1.6 

PAPERBOARD  (8/19)  thous.  of  tons 

742.2  # 

736.3r 

1.4 

PAPER  (8/19)  thous.  of  tons 

738.0  # 

751. Or 

0.1 

LUMBER  (8/19)  millions  of  ft. 

510.9# 

479.9 

10.4 

RAIL  FREIGHT  (8/19)  billions  of  ton-miles 

19.7# 

19.5 

-1.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (8/30) 

144 

143 

137 

GERMAN  MARK  (8/30) 

1.94 

1.95 

1.88 

BRITISH  POUND  (8/30) 

1.58 

1.57 

1.67 

FRENCH  FRANC  (8/30) 

6.54 

6.58 

6.38 

CANADIAN  DOLLAR  (8/30) 

1,18 

1.18 

1.24 

SWISS  FRANC  (8/30) 

1.67 

1.68 

1.58 

MEXICAN  PESO  (8/30)^ 

2,565 

2,556 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  L 

.  S.  dollar,  except  for 

PRICES 

latest 
week 

Week  < 
ago 

%  Change 
Year  ago 

GOLD  (8/30)  $/troy  oz. 

361.400 

366.200 

-15.5 

STEEL  SCRAP  (8/29)  #  l  heavy,  $/ton 

105.00 

109.00 

-12.5 

FOODSTUFFS  (8/28)  index,  1967=  100 

217.3 

216.4 

-8.7 

COPPER  (8/26)  f/\h. 

134.5 

128.4 

26.9 

ALUMINUM  (8/26)  «/lb. 

83.0 

81.0 

-35.2 

WHEAT  (8/26)  #  2  hard,  $/bu. 

4.25 

4.28 

12.4 

COTTON  (8/26)  strict  low  middling  1-1/16  in.,  9/lb. 

70.21 

69.06 

1.7 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


%Chaii< 
year 


STOCK  PRICES  (8/25)  S&P  500 


345.72 


344.78 


33 


CORPORATE  BOND  YIELD,  Aaa  (8/25) 


9.02% 


8.99% 


INDUSTRIAL  MATERIALS  PRICES  (8/25) 


104.1 


103.8 


3 


BUSINESS  FAILURES  (8/18) 


257 


215 


REAL  ESTATE  LOANS  (8/ 16)  billions 


$338.6 


$337.2 


MONEY  SUPPLY,  M2  (8/14)  billions 


$3,123.8  $3,125.4r 


INITIAL  CUIMS,  UNEMPLOYMENT  (8/ 1 2)  thous 


323 


317 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  DunI 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasJ 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


latest 
noiith 


Month 
ago 


%Chai 
yean 


PERSONAL  INCOME  (July)  annual  rate,  billions       $4,449.0  $4,416.2r 


CONSUMER  SPENDING  (July)  billions 


$3,482.2  $3,456.8 


NEW  HOME  SALES  (July)  annual  rote,  thous. 


739 


646 


CAPACITY  UTILIZATION  (July) 


83.6% 


83.6% 


Sources:  Commerce  Dept.,  Federal  Reserve 


MONETARY  INDICATORS 


Latest 
week 


Week 
ago 


%Cba| 
yeart^ 


MONEY  SUPPLY,  Ml  (8/14) 


$774.6 


$778.8r 


BANKS'  BUSINESS  LOANS  (8/1 6) 


316.8 


317.9r 


FREE  RESERVES  (8/23) 


395 


92r 


NONFINANCIAL  COMMERCIAL  PAPER  (8/14) 


122.9 


123.2 


Sources:  Federal  Reserve  Board  (in  billions,  except  tor  free  reserves,  which  ore  expressed 
a  two-week  period  in  millions). 


MONEY  MARKET  RATES 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


latest 
week 

Week 
age 

Yeoj 
ag« 

FEDERAL  FUNDS  (8/29) 

8.92% 

8.92% 

8.1J' 

PRIME  (8/30) 

10.50 

10.50 

10.0(j  i 

COMMERCIAL  PAPER  3-MONTH  (8/30) 

8.69 

8.66 

B.3m 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/30) 

8.85 

8.75 

baM 

EURODOLLAR  3-MONTH  (8/23) 

8.83 

8.75 

8.5I 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equlprr 
1  =  Western  Wood  Products  Assn.        2  ^  Southern  Forest  Products  Assn.         3  =  Free  market  value        NA  —  Not  available        r  —  revised        NM  =  Not  meaningful 
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MEYAISO 

FREAMLINED  THEIR 

[)MMUNianrioiis 

ETWORK. 


Fbrd  demanded  a  communications  network  as  sleek  and 
purposeful  as  their  designs..  What's  more,  it  had  to  measure  up  to 
Fbrd 's  total  commitment  to  quality. 

One  system  met  these  needs  perfectly:  Northern  Telecom's 
Meridian  Digital  Ccntrex  from  Michigan  Bell.  Capable  of  2.5  million 
calls  a  month,  Ford's  network  links  21  locations  ranging  from  data 
centers  to  factory  floors  to  their  World  Headquarters.  Fbr  Fbrd,  it 
adds  up  to  both  higher  quality  and  more  reliable  service  at  less  cost. 

You  can  have  similar  results,  no  . 
matter  what  size  your  network.  Call  us  at     |%  ^  ?e*iccom" 
1-800-543-9806.  And  get  things  rolling.         i  W 
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OVERHAULING  MANAGEMENT 
TAKES  MORE  THAN  LIP  SERVICE 

■ hope  your  article  "Shaking  up  Detroit; 
How  Japanese  carmakers  are  beating 
the  Big  Three  on  their  own  turf"  (Cover 
Story,  Aug.  14)  will  shake  up  many  oth- 
er industries.  When  you  get  beat  with 
your  own  workers,  how  can  anyone 
thjnk  that  management  doesn't  have  to 
change?  Many  companies  are  preaching 
that  the  employee,  product  quality,  and 
the  customer  are  important.  Let's  face 
it,  that  won't  fly  until  management  gets 
serious  about  front-line  employee  deci- 
sion-making, continual  lifelong  learning, 
and  most  important,  treating  employees 
with  dignity  and  trust,  as  your  article 
points  out. 

Banfield  R.  Capron 
President 
Capron  Connection 
Dallas 

THERE'S  MORE  THAN  ONE  TRUTH 
ABOUT  JAPAN  

Given  this  era  of  national  insecurity 
regarding  the  U.  S.'s  waning  indus- 
trial strength  vis-a-vis  Japan,  it  seems  as 
though  the  cover  articles  "Shaking  up 
Detroit"  (Aug.  14)  and  "Rethinking  Ja- 
pan" (Aug.  7)  perfectly  reflect  our  own 
country's  schizophrenia  on  the  subject. 

On  the  one  hand,  we  would  like  to 
believe  that  our  faults  are  the  result  of 
the  unlevel  playing  field  "Rethinking  Ja- 
pan" brought  out.  On  the  other  hand,  we 
find  it  difficult  to  ignore  hard  evidence 
of  corporate  operating  inefficiencies  rel- 
ative to  Japanese  competitors,  as  shown 
in  "Shaking  up  Detroit."  But  instead  of 
pitting  these  two  views  against  each  oth- 
er in  wasteful  debate,  it  seems  time  that 
we  own  up  to  both. 

Bradley  C.  Fauvre 
Boston  Consulting  Group  Inc. 

San  Francisco 

DON'T  TELL  THE  HOMELESS  OF 
KIHDER,  GEHTLER  CONSERVATIVES 

Your  article  on  the  new  conservatives 
("Look  who's  setting  the  House  on 
fire,"  Government,  Aug.  14),  states  that 
the  fraud-ridden  Housing  &  Urban  De- 


velopment Dept.  would  be  "the  perf. 
place  for  conservative  experimentatior 
Need  you  be  reminded  that  it  was  t 
Reagan  Administration's  "experimen 
tion" — slashing  federal  housing  aid 
over  75% — that  led  to  an  explosion  in 
numbers  of  the  nation's  homeless? 

The  so-called  compassionate  conser 
tives  offer  little  beyond  the  Reagan  rh 
oric  of  vouchers  and  privatization. 
research  has  shown  that  housing  vou 
ers  do  not  increase  the  supply  of  ho 
ing  in  crowded  metropolitan  markf 
and  privatization  is  unlikely  to  h 
those  at  the  bottom  end  of  the  mark 

While  middle-  and  upper-income  ho 
owners  receive  housing  subsidies  in 
form  of  tax  deductions,  subsidies 
low-  and  moderate-income  housing  c 
tinue  to  be  viewed  as  handouts.  The  n 
conservatives'  approach  to  social  pr 
lems  may,  as  you  say,  enable  them 
win  "some  important  political  groun 
by  appealing  to  the  average  America 
sense  of  social  justice  and  fiscal  con 
vatism.  But  the  victims  of  such  polit: 
posturing  are  the  homeless,  the  work 
poor,  and  other  individuals  affected 
the  housing  crisis. 

Ellen  Moros 
Albany,  N 

IHVESTMENT  WASN'T  THERE, 
NEITHER  WAS  PRODUCTIVITY 


Paul  Craig  Roberts  raises  some 
portant  conceptual  issues  invol 
with  the  measurement  of  capital  inv 
ment  ("Investment  is  fine — it's  the 
ics  who  are  wrong,"  Economic  Vi 
point,  Aug.  21).  However,  he  still  se 
to  be  missing  the  analytical  point. 

First,  equipment  has  a  faster  depr 
tion  schedule  because  its  useful  econ 
ic  life  is  shorter.  The  product  cycle  f 
computer  chip  is  very  brief,  and 
equipment  may  be  needed  to  prod 
each  new  design.  Net  investment 
tempts  to  capture  this  characteristic 
investment  equipment. 

Second,  U.  S.  manufacturing  pro( 
tivity  improved  during  the  1980s.  Bu 
1988,  for  example,  our  gain  in  mianu 
turing  productivity  was  smaller  than 
increase  in  Japan,  France,  Germany, 
Netherlands,  and  Britain.  The  U.  S. 
ply  devotes  too  small  a  share  of  its 
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"Her  eyes  are  Maliblue. 
And  she  drinks  Johnnii^  Walkerr 


Good  taste  is  always  an  asset? 


©  1989  Schieflelin  &  Somerset  Co  .  New  York.  NY.  Blended  Scotch  Whisky  43  40/0  Alc/Vol  (86  8°) 


As  tile  PC  industry  moves  rapidly  toward  graphical  environments,  yoi 
faced  with  a  crucial  decision:  To  choose  the  graphical  spreadsh 
that's  emerging  as  the  industry  standard.  Or  to  continue  trustin: 


CustDmcre  in  Canada,  call  (416)  67:5-9811.  (Xitside  North  Amenca.  call  (2()6)  882-8661.  ©CopynRht  1989  Micnisoft  Oirporation.  All  i 
Micmsoft  and  the  Micn)»)ft  Idgo  are  rtfostea-d  trademarks  and  MakuiK  it  all  make  sense  is  a  trademark  of  Microsoft  Corporation.  Whi 


laracter-based  standard  that  can  only  take  you  so  far.  To  help  you  decide,  call  tor  a  iree, 
lUy  functional  Working  Model  of  Microsor  Excel  for  Windows:  (800)  323-3577,  DepL  J39. 
emember,  we're  not  saying  it's  an  easy  decision.  Just  an  inevitable  one. 

Microsoli 

I  of  Microsoft  Excel  for  Windows,  inquire  about  specific  s>'stem  requirements.  Good  only  in  the  50  United  States.  ]Vl3kHT^  it         ITlSkG  SGflSC 


put  to  investment  to  remain  internation- 
ally competitive.  The  dramatic  decline 
since  1985  in  the  dollar's  exchange  rate 
has  been  the  economic  offset  to  our  in- 
adequate spending  on  public  and  private 
capital  as  well  as  research. 

Peter  P.  Kozel 
Chief  Economist 
Shawmut  Bank 
Boston 

Roberts  is  w^rong  in  his  two  principal 
conclusions  that  Reaganomics  bene- 
fited gross  investment  and  productivity. 

In  the  eight  years  preceding  Reagan- 
omics, 1972  to  1980,  gross  nonresidential 
private  domestic  investment  rose  from 
$277  billion  to  $379  billion  per  year  ad- 
justed for  inflation  to  a  1982  base.  If  this 
trend  had  continued  during  the  Reagan 
years,  the  investment  rate  would  have 
been  $519  billion;  the  actual  investment 
rate  was  only  $487.50  billion.  Roberts 
missed  the  significant  point  entirely;  in- 
vestment in  the  Reagan  years  did  not 
come  up  to  the  trend  established  in  the 
much  despised  years  of  oil  price  shocks 
and  double-digit  inflation. 

Roberts  brags  about  the  productivity 
increase  in  the  Reagan  years.  The  indus- 
trial production  index  in  1988  was  137.2, 


which  compares  poorly  with  the  value  of 
140.9  obtained  from  a  trend  analysis  sim- 
ilar to  the  one  above.  Reaganomics  did 
not  do  wonders  for  productivity. 

Newell  D.  Sanders 
Fairview  Park,  Ohio 

ASHTON-TATE  BEGS  TO  DIFFER 

ON  dBASE  

There  are  a  couple  of  items  in  your 
article  on  Ashton-Tate  that  I  believe 
need  clarification  ("dBugs  in  dBase  IV 
spread  to  the  bottom  line,"  Information 
Processing,  July  17). 

The  statement  in  the  story  that  I 
knew  from  periodic  checks  that  dBase 
IV  was  not  meeting  expectations  is  con- 
jecture. I  never  made  that  statement. 
Moreover,  any  suggestion  that  dBase  IV 
has  not  been  selling  well  would  be  inac- 
curate. In  fact,  we  believe  that  dBase  IV 
and  dBase  III  Plus  are  the  two  best- 
selling  microcomputer  data-base  soft- 
ware products  on  the  market.  End-user 
sales  of  these  two  products  combined 
are  running  ahead  of  our  end-user  sales 
for  data-base  products  for  the  compara- 
ble periods  in  the  prior  year. 

dBase  IV  1.0  was  released  only  after 
substantial  unforeseen  delays  and  in  the 


context  of  the  company's  normal  pra 
tice  to  release  a  product  only  when 
believe  it  to  be  ready  for  the  markel 
place.  Our  efforts  to  improve  our  pro 
ucts  in  future  releases  should  not  I  * 
construed  to  impugn  the  reasonablenei 
of  our  prior  judgments. 

Finally,  it  is  inaccurate  to  sugge 
that  Ashton-Tate  will  "quit  booking  d 
liveries  to  distributors  as  sales.  Inste; 
it  will  count  only  sales  to  consumers^'' 
We  encourage  our  sales  force  to  beconi*'' 
aware  of  and  take  into  account  "s( 
through"  to  consumers,  but  this 
nothing  to  do  with  accounting  or  fina 
cial  reporting  in  which  sales  are  recor 
ed  based  upon  sales  by  Ashton-Tate 
its  distributors  and  dealers. 

Edward  M.  Esbljif 
Chairman  and  Cl 
Ashton-Taf^ 
Torrance,  Cal 


HOW  INSURANCE  INSURANCE 
COULD  TAX  THE  TAXPAYER 


Some  BUSINESS  WEEK  editorial  writ 
has  apparently  lost  his  marbl 
("Needed:  Federal  insurance  insurancf 
Editorials,  Aug.  21).  A  few  days  afl 
Congress  approved  the  massive  savin}  if* 


-loan  bailout,  the  lead  editorial  en- 
ses  federal  insurance  insurance!  All 
potential  problems  of  the  insurance 
astry  that  BUSINESS  WEEK  attributes 
;he  lack  of  federal  regulation  and  in- 
ance  have  already  beset  the  indus- 
s  providing  federally  insured  depos- 

mortgages,  farm  credit,  student 
is,  pensions,  etc.  Happily,  however, 
federal  taxpayer  is  not  yet  liable  for 

losses  of  the  insurance  industry, 
y^be  I  am  missing  something,  but  why 
lid  federal  insurance  insurance  have 
etter  record?  One  may  be  forgiven 
forgetting  the  lessons  of  last  year's 
is,  but  not  those  of  last  week. 

William  A.  Niskanen,  Chairman 
Cato  Institute 
Washington 

OWTH:  ALIVE  AND  WELL 

P  LIVING  IN  CANADA  

rhe  trade  pact  is  turning  into  a  one- 
way street — so  far"  (International 
;iness,  July  17)  is  a  disservice  to  your 
ders.  It  purports  to  assess  the  impact 
he  U.  S.-Canadian  Free  Trade  Agree- 
it  on  the  Canadian  economy  through 
rab  bag  of  random  statistics  and  bad- 
rs  anecdotes  without  the  benefit  of 
jarch  or  analysis.  Your  readers  are 
ted  to  conclude  that  Canada's  ability 


CORRECTIONS  &  CLARIFiaTIONS 

In  "The  Marvin  Davis  mystique:  Less 
than  meets  the  eye?"  (Finance,  Aug. 
28)  it  was  reported  that  Prudential  In- 
surance Co.  is  40%  owner  of  Spectra- 
dyne  Inc.  Prudential  does  not  have  a 
stake  in  Spectradyne. 


to  pay  its  foreign  debts  and  maintain  its 
high  living  standards  may  be  at  risk. 

The  Canadian  economy  has  shown  real 
growth  of  8.8%  in  the  first  quarter  of 
this  year,  the  unemployment  rate  is  at 
its  lowest  level  in  eight  years,  and  new 
jobs  are  being  created.  The  facts  simply 
do  not  match  the  picture  you  paint  of  an 
economy  headed  for  tougher  times. 

The  agreement  is  still  in  its  infancy 
and  has  a  10-year  phase-in  period.  It  is  a 
long-term  blueprint  for  increased  trade 
and  investment  flows  (in  both  direc- 
tions), for  improved  productivity,  and  for 
better  prices  for  consumers  and  produc- 
ers. Your  snapshot  assessment  failed  to 
capture  the  trends  that  are  already 
emerging.  As  they  become  clearer,  the 
agreement  will  increasingly  be  seen  as  a 
win-win  proposition  for  both  countries. 

D.  H.  Burney 
Ambassador 
Canadian  Embassy 
Washington 


THE  FALL  AND  RISE 
OF  ROLM 


The  "fall  of  Rolm"  is  not  quite  the 
impending  event  you  described  in 
your  article  ("Behind  the  scenes  at  the 
fall  of  Rolm,"  Information  Processing, 
July  10).  As  you  stated,  major  financial 
losses  in  1983  led  to  the  eventual  pur- 
chase of  Rolm  by  IBM.  But  since  then, 
thanks  to  IBM,  field  sales  have  matured. 
And  new  products  announced  recently 
show  that  Rolm  is  alive  and  well. 

In  the  1970s,  Rolm  led  the  charge  of 
feature-rich  telephone  switches  that,  for 
one  thing,  helped  companies  cut  costs 
by  keeping  track  of  improper  long- 
distance calls  made  by  employees.  We 
will  never  be,  as  your  article  states, 
"one  of  several  PBX  lines  sold  by  a  Ger- 
man company."  Siemens  will  bring  tele- 
phone knowhow  to  Rolm  that  IBM  never 
had. 

John  S.  Dispennette 
Systems  Engineering  Manager 
Rolm  Systems 
Columbia,  S.  C. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020.  Fax:  (212)  512-6875, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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MICROCOSM:  THE  QUANTUM  ERA  OF  ECONOMICS  AND  TECHNOLOGY 

By  George  Gilder 

Simon  &  Schuster  •  426pp  •  $19.95 

MICROCHIPS:  THE  PASSWORD 
TO  PARADISE? 


Worried  that  America  has 
turned  into  a  second-rate  na- 
tion of  consumers  and  fast- 
food  exporters?  Or  that  modern  science 
has  jaded  our  spirits  with  a  mechanistic 
view  of  the  universe  and  its  inhabitants? 

Fear  not,  says  George  Gilder  in  his 
provocative,  contrarian,  and  at  times 
preposterous  new  bool<  Microcosm:  The 
Quantum  Era  of  Economics  and  Tech- 
nology. Far  from  shpping  into  mediocri- 
ty, he  declares,  the  U.  S.  has  ridden  the 
efforts  of  heroic  entrepreneurs  to  a  posi- 
tion of  dominance  in  computer  chips  and 
other  key  technologies  of  the  Informa- 
tion Age.  His  optimism  verges  on  the 
fanatical.  Gilder  believes  the  U.  S.  is  still 
the  only  country  where  "immigrants  and 
outcasts"  and  "all  the  nerds  and  wonks 
disdained  at  the  senior  prom"  have  the 
freedom  to  turn  their  visions  into  reality. 


In  spite  of  shortsighted  U.  S.  govern- 
ment policies,  these  entrepreneurs  have 
pioneered  such  computer  "revolutions" 
as  parallel  processing  and  chip-designing 
systems.  And  that's  just  the  beginning. 
Gilder  predicts  that  a  new  era  will  dawn 
as  microchip  visionaries  pack  the  power 
of  20  Cray  supercomputers  into  a  tiny, 
$100  piece  of  silicon.  Matter  will  be 
"overthrown"  as  ideas  outstrip  material 
resources  in  importance.  "The  dismal  sci- 
ence of  the  economics  of  aggregates — 
capital,  labor,  and  land — will  give  way  to 
a  microeconomics  of  liberty,"  he  said. 

The  effects  will  be  far-reaching.  Gilder 
adds:  "The  overthrow  of  matter  will 
stultify  all  materialistic  philosophy  and 
open  new  vistas  of  human  imagination 
and  moral  revival."  This  marriage  of 
capitalism  and  the  microchip  will  show 
humanity  the  way  to  Utopia.  "These  are 


a 


not  mere  prophecies,"  insists  the  autb 
of  such  free-market  tracts  as  Weal 
and  Poverty  and  The  Spirit  of  Ente 
prise.  "They  are  imperious  facts  of  life 

Hmm.  Even  allowing  for  Gilder's  we 
known  penchant  for  hyperbole,  this 
pretty  hard  to  swallow.  Can  we  belief'' 
that  "one  free  mind  plus  a  workstatioi 
will  produce  nothing  but  good?  Will  t  ^ 
microchip  really  prevent  nuclear  w: 
topple  totalitarian  regimes,  and  resto  ' 
traditional  family  values? 

Fortunately,  only  the  beginning 
end  of  the  book  flounder  in  such  fanf" 
sies.  In  between,  we  get  a  fascinating 
idiosyncratic,  history  of  transistoi 
semiconductors,  and  computers.  As  Gi 
er  tells  it,  the  saga  is  full  of  hard  lesso 
about  what  happens  when  governmer 
and  companies  fail  to  foster  innovatio  ^ 

Take  the  case  of  the  silicon  compiL 
which  shifts  the  task  of  drawing  circu 
from  humans  to  computers.  By  the  eai 
1980s,  Gilder  says,  America  had  invent 
the  transistor,  the  dynamic  random 
cess  memory  (DRAM),  and  the  mic 
processor.  But  as  Japan  proved  faster 
mass-producing  chips,  pundits  trembl 
for  the  U.  S.  semiconductor  industry. 

Yet,  the  seeds  of  the  solution 
the  U.  S.  dilemma— and  the  next 


m 
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ikthrough — had  ap- 
■ed  years  earlier  in 

lab  of  Professor 
ver  Mead  at  the 
fornia  Institute  of 
inology.  In  Mead's 
;is,  which  perme- 

Gilder's  book,  the 

of  general-purpose 
;essors  performing 
eries  of  computa- 
5  is  fatally  limited. 
ir  better  approach, 
d  argued,  is  using 
s  designed  for  par- 
ar  functions,  in  ef- 

embedding  soft- 
e  in  hardware, 
re  was  just  one 
»lem.  Because  any 

chip  had  to  be  hand-drawn  on  huge 
its  of  mylar,  designing  large  num- 

of  specialized  chips  was  prohibitive- 
tpensive.  So  Mead  set  out  to  develop 
puter  programs  that  would  turn  a 

designer's  general  goals  into  a  lay- 
of  circuits  and  transistors.  By  1971, 
ad  made  a  primitive  silicon  compiler, 
le  semiconductor  industry  and  com- 
T  scientists  responded  with  deafen- 

silence.  Gradually,  however.  Mead 
a  few  followers  inspired  a  new  gen- 
ion  of  students.  By  the  late  1980s, 


such  upstart  companies  as  Silicon  Com- 
pilers Inc.  and  Actel  were  producing 
chip-designing  systems;  others,  such  as 
Chips  &  Technologies,  used  the  systems 
to  make  specialty  chips  far  more  fle.xible 
than  any  produced  in  Japan.  "The  mas- 
ters of  the  silicon  compiler  were  young 
geeks  scarcely  out  of  school,"  Gilder 
writes,  and  they  were  resented  by  practi- 
tioners of  the  old  ways.  But  they  accom- 
plished "a  general  shift  of  the  balance  of 
power  in  semiconductors  toward  the 
U.  S."  So  what  if  Japan  makes  most  of 


the  "commodity"  semi- 
conductors, Gilder  rea- 
sons. U.  S.  companies 
are  the  ones  designing 
thousands  of  innova- 
tive chips  that  will  pro- 
pel us  into  the  future. 

Gilder  argues  that 
the  U.  S.  entrepreneur- 
ial spirit  is  already 
speeding  development 
of  the  next  great 
breakthroughs:  parallel 
processing  and  comput- 
ers that  hear,  see,  and 
speak.  It's  a  refreshing 
view  in  these  days  of 
Japan-phobia — and  it 
may  even  be  true. 
It's  hard  to  give 
Gilder's  other  prophecies  the  same  cre- 
dence. Not  even  the  most  sophisticated 
machines  can  be  expected  to  save  the 
world  economy,  end  political  tyranny, 
and  bring  humanity  "a  higher  morality 
of  spirit."  Gilder's  history  of  the  comput- 
er reminds  us  of  the  tremendous  strides 
made  in  the  past  three  decades.  But  his 
vision  of  the  microchip  creating  heaven 
on  earth  is  just  wishful  thinking. 

BY  JOHN  CAREY 
Correspondent  Carey  covers  science  and 
technology  from  the  Washington  bureau. 
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A  suite  at  Bel  Age  Hotel 
s  interpreted  by  Guy  Dill,  Los  Angeles 


when  an  ordinary  room 
just  won't  do. 


Call  now  for  reservations  and 
information  on  all  seven  of  our  all-suite,  luxury 
hotels  in  West  Hollyvv'ood/Beverly  Hills. 
800-424-4443 

EERMITAGE  HOTELS 

A  Collection  of  Originals 

L'Ermitage  •  Bel  Age  •  Mondrian  •  Valadon 
Le  Pare  •  Le  Dufy  •  Le  Reve 

Member  Small  Luxury  Hoiels  6l  Kcsorts 


$100,  $200  or  $500  back  on 
Zenith's  entire  line  of  laptop 
PC's?  Now  that's  what  I  call 
crunching  the  numbers." 


fc«v  '^  ■  "  •       ,    .  ■  I  A, 


Zenith  's  Laptop  Rebate  Offer 
Extended  to  September  30, 1989! 


ZENITH  INNOVATES  AGAIN^ 

Get  world-class  rebates  of  up  to  $500  on  the  world's  number  one 
selling  battery-powered  portables^*  from  Zenith  Data  Systems. 

The  Versatile  SupersPorf" 

The  SupersPort  is  so  versatile,  it  easily  adapts  to  your  computing 
style. ..to  give  you  economical  80C88  desktop  performance  to  go.  It 
also  features  your  choice  of  dual  3.5"  720K  floppy  or  20MB  hard 
disk  storage.  Plus  Zenith's  Intelligent  Power  Management  System^ 
which  lets  w;^  control  power  usage  to  maximize  battery  life.  And 
a  dazzling  backlit  Stipertwist  LCD  screen  for  superior  readability 
in  virtually  all  lighting  conditions. 

The  Number-One  Selling  SupersPorf"  286 

Today's  best  selling  286  battery-powered  portable*  offers  you  AT 
desktop  performance  anywhere  your  business  takes  you... to  tackle 
huge  spreadsheets,  files  and  databases.  SupersPort  286  also  features 
Zenith's  Intelligent  Power  Management  System'^  for  over  four  hours  of 
battery  life.  And  a  backlit  Supertwist  LCD  screen  for  crisp  text  and 
dazzling  graphics.  All  to  make  you  number  one  on  the  road! 

The  Revolutionary  TurbosPorf"  386 

Ideal  for  advanced  financial,  scientific  and  engineering  applications, 
TurbosPort  is  a  small-footprint  Intel386™  desktop  that's  also  a  battery- 
powered  portable.  With  32-bit  power  A  40MB  hard  drive.  Even  a 
detachable  keyboard.  You  also  get  a  brilliant  Page  White™  display 
that  virtually  duplicates  printed-page  clarity  And  our  Intelligent 
Power  Management  System  for  up  to  three  hours  of  battery  life. 

And  now  Zenith  crunches  the  numbers  again.  With  world-class 
rebates  of  up  to  $500.  So,  call  for  the  name  of  your  nearest  participat- 
ing Zenith  Data  Systems  authorized  dealer  today: 

1-800-553-0203 


data 
systems 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON" 


■Source  Dataquest 


Graphics  simulate  Microsoft"  Wmdow\  a  pro(Ju(  t  and  tradem.irk  ot  Microsoft  Corptiration  Intei.iHb  is  a  trademark  ot  Intel  Lorpnralu 
Laptop  Rebates  are  only  available  from  participating  authori^  'd  Zenith  Data  Systems  dealers  until  September  30.  1989 
All  rebate  claims  must  be  postmarked  by  October  15, 1989 


1 1989,  Zenith  Data  System; 


conomic  Viewpoint 


COMPUTERS  MAY 
rURN  THE  WORLD 
INTO  ONE  BIG 
OMMODITIES  PIT 


BY  ROBERT  KUTTNER 


the  electronic  marketplace, 
the  price  of  any  relatively 
standard  product  would  be 
negotiable.  In  fact, 
ew  software  will  soon  allow 
air  fares  to  be  set  by 
bargaining  between 
passengers  and  airlines 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


If  you  like  the  variety  of  deregulated 
airline  fares,  you  will  just  love 
vi'hat's  in  store.  A  San  Francisco- 
based  electronic  marketing  company 
called  Marketel  International  Inc.  will 
soon  unveil  software  that  will  make  it 
possible  for  each  flight  to  have  an  infi- 
nite number  of  possible  fares. 

Marketel  foresees  a  world  in  which 
the  computer  serves  as  an  electronic 
market  for  airline  tickets,  allowing  cus- 
tomers and  travel  agents  to  enter  instan- 
taneous bids  for  a  seat  on  a  particular 
flight.  After  some  quick  electronic  hag- 
gling, customer  and  airline  would  agree 
on  a  price  that  would,  as  economists  say, 
clear  the  market. 

This  system,  according  to  William  S. 
Perell,  a  Marketel  senior  vice-president, 
who  helped  develop  it,  benefits  both  air- 
lines and  customers.  The  airline  is  able 
to  continually  adjust  prices  to  fill  seats 
and  maximize  income.  And  customers 
have  the  prospect  of  something  ap- 
proaching equal  bargaining  power  with 
the  airlines:  "$1,180  to  Dallas?  Ha!  We 
know  your  load  factors,  and  we'll  give 
you  $37.50." 

The  current  system  attempts  to  use 
price  variations  to  move  the  merchan- 
dise, but  it  must  rely  on  periodic 
changes  in  posted  prices.  The  result  fails 
to  fully  clear  the  market — some  seats 
still  go  begging — yet  it  produces  a  wide 
variation  in  prices.  The  same  seat  can 
command  $250  or  $1,000,  depending  on 
when  you  book  as  well  as  the  length  of 
your  stay. 

This  arrangement  also  produces  un- 
equal bargaining  power.  Airlines  tend  to 
vary  their  posted  prices  in  lockstep  with 
each  other,  which  limits  the  potential  of 
shopping  around.  The  airline  knows  the 
precise  number  of  seats  already  sold  at 
each  price  and  the  likelihood  of  selling 
more,  but  you  don't.  And  even  if  50 
seats  are  going  begging,  the  current 
system  provides  no  practical  way  for  the 
discretionary  customer  to  offer  a  last- 
minute  cheapo  bid  that  would  fill  an  oth- 
erwise empty  seat. 

FANTASY  WORLD.  An  electronic  market- 
place promises  to  change  all  that  by  cre- 
ating a  virtual  commodities  market  in 
airline  seats,  with  fuller  flights  and 
more  efficient  prices.  Students  of  the 
dismal  science  will  recognize  this  pros- 
pect as  a  fantasy  world  come  true.  In 
economic  theory,  markets  efficiently  bal- 
ance supply  with  demand  by  varying 
price.  But  in  the  real  world,  this  is  com- 
plicated by  the  lack  of  perfect  informa- 
tion and  because  real  people  find  posted 
prices  convenient.  So  there's  often  ex- 
cess supply  one  place  and  insufficient 
demand  another  place,  or  vice  versa. 
Economists  often  ruefully  observe  that 
real-world  prices  are  "lumpy." 


Many  economists  think  that  if  only 
prices  and  quantities  could  be  made 
more  adjustable,  such  Keynesian  prob- 
lems as  "sticky  wages,"  or  faltering  de- 
mand would  vanish.  In  a  variation  on  the 
same  theme,  Martin  L.  Weitzman,  an 
economist  at  Massachusetts  Institute  of 
Technology,  argues  that  if  workers'  pay 
were  varied  according  to  company  prof- 
its, rather  than  paid  as  fixed  wages,  la- 
bor markets  would  clear  and  unemploy- 
ment would  evaporate. 

Deregulation  plus  computerization  of- 
fers the  prospect,  at  long  last,  of  living 
in  an  economics  textbook.  According  to 
the  research  team  of  Thomas  W.  Ma- 
lone,  Joanne  Yates,  and  Robert  I.  Benja- 
min at  MIT's  Sloan  School  of  Manage- 
ment, a  large  number  of  companies, 
ranging  from  Inland  Steel  Co.  to  Ameri- 
can Hospital  Supply,  already  offer  their 
customers  electronic  sales  channels  so 
that  they  can  place  orders  by  computer. 
But  as  the  MIT  researchers  point  out, 
that  falls  short  of  a  genuine  electronic 
marketplace  because  it  doesn't  permit 
competing  suppliers  to  bargain  over 
prices. 

MUSICAL  SEATS?  The  electronic  market- 
place could  turn  society  into  a  giant  com- 
modities pit — with  everything  that  im- 
plies. Scalpers  could  hoard  and  resell 
seats  on  popular  flights.  With  a  sophisti- 
cated secondary  market  in  airline  tick- 
ets, we  could  easily  imagine  hedging  and 
options  trading.  We  might  also  picture  a 
last-minute  frenzy  of  musical  seats,  as 
passengers  who  bought  tickets  at  last 
week's  price  looked  for  better  deals. 
This  new  system  should  also  boost  sales 
of  Maalox  to  travel  agents,  though  it 
could  give  them  a  new  product  and 
hence  a  new  lease  on  life. 

Marketel  plans  to  offer  computer  bid- 
ding for  hotel  rooms  and  car  rentiUs  as 
well.  In  principle,  the  electronic  market- 
place can  be  extended  to  any  relatively 
standard  commodity.  The  challenge  with 
all  of  this  sorcery  is  to  keep  the  price 
variation  and  market-clearing  potential 
within  socially  bearable  bounds.  Of 
course,  not  everybody  wants  to  live  in 
the  pits.  Some  people  find  it  energizing 
to  work  on  commission,  while  others 
thrive  on  the  predictability  of  a  pay- 
check. For  some  venturesome  travelers, 
a  business  trip  is  an  opportunity  to  spec- 
ulate in  airline  tickets,  while  others  just 
want  to  get  to  their  destination.  In  short, 
some  people  get  a  kick  out  of  haggling 
over  everything,  but  others  think  that 
life  is  too  short. 

Curiously,  consumers  in  advanced 
economies  rely  on  posted  prices.  It's  in 
the  bazaars  of  the  Third  World,  where 
every  price  is  negotiable,  that  we  have 
the  ultimate  deregulation.  There  may  be 
a  lesson  here.  H 
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A  LUXURY  CAR  THAT 
RESISTS  TIME. 


People  talk  of  'timelessness'  generally  in  refer- 
ence to  some  inexact  quality  such  as  elegance 
or  prestige. 

What  we  mean  when  we  say  that  an  Infiniti 
car  (such  as  the  Q45  sedan)  resists  time  is  that 
your  enjoyment  of  the  car  will  not  diminish 
over  time. 

One  thing  that  owners  of  other  cars  often 
comment  on  as  a  measure  of  when  their  car 
has  passed  being  'new'  is  when  the  new  car 
smell  dissipates.  (Admittedly  a  small  item, 
but  of  some  psychological  significance.) 

This  aroma  of  newness  is  primarily  the  smell  of 
adhesives  used  inside  the  cars.  We  avoided 
the  use  of  those  adhesives,  preferring  instead 
the  natural  aroma  of  the  leathers  which  im- 
proves over  time. 

Passage  of  time  leads  to  duller  paint  surface 
finishes  and  the  loss  of  a  new  car's  'wet'  look. 
Because  we  employ  an  entirely  new  painting 
process,  we've  achieved  a  surface  reflectivity 
so  lasting  that  there  is  no  need  to  wax  for  sev- 
eral years. 


With  almost  no  effort,  an  Infiniti  will  shine 
beautifully  under  any  condition. 

Heat  reflective  rear  window  glass  is  used  to 
help  keep  the  fabrics  and  colors  inside  the 
cars  from  fading  under  strong  sun  over  time. 

Ashtrays,  the  glove  compartment  door— whose 
hinges  and  slides  tend  to  stick  or  fail  with 
extended  use  —  were  fitted  with  smooth  oper- 
ating  damper  mechanisms  for  consistent 
smooth  operation. 

The  use  of  conventional  lighting  was  avoided 
in  the  design  of  the  instrument  panel  —  the 
benefit  is  simple,  visible  gauges  which  are 
not  only  readable,  but  help  reduce  eye-strain 
during  prolonged  periods  of  night-driving. 

The  reason  to  dwell  on  such  things  is  they 
describe  a  fundamentally  Japanese  tradition 
of  respect  for  beauty  and  a  desire  to  preserve 
and  prolong  that  beauty  over  time. 

For  more  information  or  for  the  name  of  the 
Infiniti  dealer  nearest  you,  call  1-800-826-6500. 

Thank  you. 
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conomic  Trends 


BY  GENE  KORETZ 


BUSINESS  IS  DOWN— 
BUT  SO  ARE 
BUSINESS  FAILURES 


The  pace  of  business  activity  may 
have  eased  appreciably  this  year,  but 
so  have  the  financial  woes  afflicting 
many  U.  S.  businesses.  Dun  &  Brad- 
street  Corp.  reports  that  business  fail- 
ures fell  14.5%  in  the  first  six  months  of 
1989 — the  most  pronounced  decline  in 
more  than  a  decade.  Failures  were  down 
substantially  in  seven  of  the  nine  U.  S. 
census  regions  and  rose  appreciably  only 
in  one. 

D&B  economist  Joseph  Duncan  notes 
that  the  current  downtrend  in  bankrupt- 
cies began  in  1987  and  reflects  general 
stability  and  continued  improvement  in 
formerly  troubled  industries  such  as  en- 
ergy and  agriculture.  Only  the  finance, 
insurance,  and  real  estate  sector  shows 
a  rise  in  failures  this  year,  he  says,  add- 
ing that  the  overall  improvement  in  the 
tally  "offers  further  support  for  the 
'soft  landing'  scenario." 


SO  WHY  DO  THEY 
KEEP  ON  PUTTING  UP 
OFFICE  BUILDINGS? 


There's  no  relief  in  sight  for  the  na- 
tion's bloated,  overbuilt  office  mar- 
ket. At  least  that's  the  opinion  of  a  num- 
ber of  industry  observers,  who  point  out 
that  office  vacancy  rates  remain  close  to 
historic  highs  despite  a  downturn  in  con- 
struction and  lackluster  rates  of  return. 

In  previous  cycles,  the  office-building 
market  has  been  characterized  by  vola- 
tile swings  between  boom  and  bust  and 
a  marked  tendency  toward  rapid  self- 
correction.  In  the  wake  of  a  construction 
boom  during  the  late  1960s,  for  example, 
nationwide  office  vacancy  rates  shot  up 
from  around  5%  at  the  start  of  the  1970s 
to  nearly  15%  by  mid-1975.  And  when 
prices  and  rents  in  the  overbuilt  market 
collapsed  during  the  1973-75  recession, 
construction  sank  like  a  stone  and 
stayed  low  through  most  of  the  decade. 
As  a  result,  the  vacancy  rate  plummeted 
below  6%  by  1979. 

In  the  late  1970s  and  early  1980s,  how- 
ever, notes  real  estate  economist  William 
C.  Wheaton  of  Massachusetts  Institute 
of  Technology,  "the  service  sector  of  the 
economy  began  to  take  off  like  a  rocket, 
pushing  office  vacancy  rates  even  lower 
and  causing  rents  to  soar  at  three  times 
the  inflation  rate."  The  upshot  was  a 
tidal  wave  of  construction  that  was  ac- 


celerated by  new  tax  breaks  and  that  far 
outpaced  the  pickup  in  demand.  By  the 
time  the  building  boom  peaked  in  1986, 
vacancy  rates  were  24%'  in  the  suburbs 
and  nearly  17%  in  downtown  areas. 

Since  1985,  office-construction  con- 
tracts have  dropped  by  40%,  according  to 
the  F.  W.  Dodge  Group  of  McGraw-Hill 
Information  Services  Co.,  and  construc- 
tion has  fallen  by  about  a  third.  Yet 
vacancy  rates  have  remained  high,  be- 
cause space  absorption  has  also  declined 
sharply.  According  to  New  York's  REIS 
Reports  Inc.,  net  office  completions  in 
metropolitan  areas  are  still  outpacing 
net  absorption.  Similarly,  Daniel  B. 
Rather,  chairman  of  the  Houston-based 
Office  Network,  reports  that  "vacancy 
rates,  construction,  and  rents  all  seem  to 
be  creeping  up  at  the  same  time"  in  a 
number  of  areas  around  the  nation. 


OVERSUPPLY  STILL  PLAGUES 
THE  OFFICE  MARKET 


NATIONWIDE  VACANCY  RATE, 
OFFICE  BUILDINGS* 
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Why  hasn't  the  market  purged  itself 
of  excess  space,  as  it  did  in  past  episodes 
of  overbuilding?  Economist  Wheaton 
and  others  cite  the  entry  of  "big  money" 
into  the  real  estate  market.  "Whereas 
office  buildings  were  formerly  put  up  by 
speculative  developers  who  cut  back 
sharply  at  the  first  sign  of  trouble,"  he 
says,  "the  big  players  now  are  pension 
funds,  insurance  companies,  and  global 
lenders  who  participate  in  joint  ventures 
and  are  slow  to  react  to  market  shifts." 
Thus,  in  many  choice  areas,  building 
prices  are  still  being  bid  up,  even  though 
rents  are  declining  in  real  terms. 

According  to  Salomon  Brothers  Inc. 
real  estate  analyst  David  Shulman,  "to- 
day's crop  of  big  investors  are  display- 
ing a  remarkable  capacity  for  self-delu- 
sion." Although  most  new  projects  are 
going  forward  on  a  partly  leased-up  ba- 
sis, the  new  tenants  are  leaving  vacant 
space  behind  in  older  buildings  that  will 
continue  to  overhang  the  market  for 
years.  Shulman  notes  that  the  enormous 
growth  of  office-intensive  industries, 


such  as  financial  services,  consulting 
and  real  estate,  was  a  onetime  even 
that  cannot  be  expected  to  recur.  More 
over,  labor  force  growth  is  slowinj 
sharply,  and  economic  growth  is  slacken 
ing.  All  of  which,  says  Wheaton,  sug 
gests  that  "it  may  now  take  a  decad 
rather  than  a  few  years  before  the  cui 
rent  glut  of  office  space  is  absorbed." 


A  FAILING  GRADE 
FOR  THE 

AMERICAN  WORK  FORCE 


y  now  it's  a  familiar  tune,  but 
•bears  repeating.  Unless  governmer 
and  business  undertake  a  vast  increas 
in  investment  in  human  capital,  U. 
companies  "will  not  be  able  to  hire  tV 
types  of  workers  they  need  to  compel 
in  international  markets."  That's  t\ 
grim  warning  of  a  new  report  from  tl 
Commission  on  Workforce  Quality  &  L 
bor  Market  Efficiency  appointed  by  L 
bor  Secretary  Elizabeth  H.  Dole. 

The  report  offers  44  specific  recor 
mendations  for  upgrading  the  America 
work  force,  ranging  from  merit  pay  f( 
teachers  and  subsidies  for  child  care  to 
job-training  tax  credit  for  employers  ai 
higher  funding  for  the  Job  Corps.  B 
its  underlying  message  to  the  Preside 
and  Congress  in  a  carefully  word( 
"Note  on  Fiscal  Responsibility"  is  thj 
the  budget  deficit  notwithstandin 
there  is  a  "pressing  need  for  a  sustain^ 
increase  in  federal  expenditure  on  h 
man  resource  programs."  The  clear  ii 
plication:  Without  a  tax  increase,  the 
"wisely  chosen  investments  in  hum 
capital"  will  go  by  the  board. 

By  Stephen  H.  Wildstrom  in  Washingt 


THE  TRADE  DEFICIT 
IS  STARTING  TO  LOOK 
LIKE  A  FRIEND 


I 


t  wasn't  long  ago  that  economi; 
were  afraid  that  delays  in  cutting  t 
trade  gap  could  result  in  a  recessi^ 
Now,  with  signs  of  a  resurgence  in  ci 
sumer  spending,  modest  trade  progn 
may  be  just  what  the  doctor  order 
contends  Charles  Lieberman  of  Ma 
facturers  Hanover  Securities  Corp. 
the  economy  had  to  cope  with  boti 
strongly  improving  trade  sector  anc 
pickup  in  domestic  demand,  he  says, 
flation  would  worsen.  As  it  happens,  I 
berman  thinks  recent  dollar  stren; 
will  slow  trade  progress  in  the  mon 
ahead,  reinforcing  possible  tightening 
the  Federal  Reserve  to  keep  the  eco 
my  from  taking  off. 
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Todays  DisplayWrite. 

Word  processing  that  works  for  you 
on  many  different  levels. 


splayWrite  4  V 
Dfnposer  and  OS/2 
e  trademafhs  and  IBM 
Id  Display  Wf  lie  are 
gistered  trademarks  o( 
ternaiionai  Business 
actiinesCofporation 
•  ISM  Corp  1909 


The  word  processing 
standard,  company-wide. 

And  worldwide.  IBM  Disj)IayWrite« 
word  processing  l  an  handle  any  job,  at  any  level,  from 
one  end  of  your  company  to  the  other. 

Uliich  is  why  DisplayWrite  is  a  standard  from  one 
end  of  the  Fortune  1000  to  the  other.  For  everything 
from  basic  text  editing  to  text-and-graphics  design. 

For  DOS,  DisplayWrite  writes  a 
whole  new  chapter.  For  DOS  users. 

DisplayWrite  4  Version  2  "  now  has  convenient  pulldown 
menus,  and  easily  handles  multicolumn  text. 
It  works  with  more  than  60  printers,  IBM  and 
non-IBM  alike,  riieres  even  a  tree  user  sup- 
port hotline,  the  powcrlul  sjtell- checker  uses 
multiple  dictionaries  in  one  pass,  a  timesaving 
DisplayWrite  exclusive.  There  are  optional  dic- 
tionaries for  lcg;d/medical  terms  and  17  loreign 
- — [  languages.  DisplayVkrite  also  works  with  IBM 

J^y'    :        mainframe  hosts  and  LAN  environments,  in- 

cliidin"  the  new  IBM  OfriceVision/2  L^AN  series. 


DisplayWrite  and  the  power 

of  OS/2  .  For  05/2'"  users.  DisplayWrite 
5/2  has  all  the  features  above,  and  more.  You 
can  multitask,  to  work  on  multiple  documents 
simultaneously.  Choose  easy  menus  or  speedy 
fast-path  commands.  Consult  online  help 
screens  anytime.  And  the  optional  ( Composer'" 
Extension  adds  sophisticated  graphics  and 
[)age  layout  leatures. 


To  get  on  the  DisfjIayWrite  stan- 
dard (or  dis(;over  how  most  current 
DisplayWrite  users  can  upgrade  for 
under  $100).  call  your  IBM  Author- 
ized Dealer.  IBM  marketing  repre- 
sentative or  1  «00  IBM-2468, 
ext.  126. 

Let  today's  DisplayWrite  take  your 
written  communications  to  the  high- 
est level  yet. 


Business  Week  Events  and  Services 


For  Information  Executives 


#11 


Business  Week  and  The  BusinessWeek  Newsletter  for  Information  Executives  present 
ttiis  annual  gattiering  of  the  elite  of  IS  management. 

Senior-level  information  executives  will  discuss  the  critical  issues  facing  information  systems 
management: 

—  How  are  top  ClOs  communicating  their  vision  to  their  corporate  leadership'^ 

—  How  do  the  most  successful  information  executives  approach  the  human  side  of  their  jobs  — 
recruiting,  training,  motivating  and  retaining  the  people  who  work  lor  them'^ 

—  Are  you  making  the  most  of  the  full  gamut  of  information  technology  now  available  through  full 
The  IS  Management  Challenge  of  the  90s  integration  olyour  data  processing,  and  data  and  voice  communications'^ 

—  Is  CASE  yielding  its  full  benefits  lor  your  firm''  Find  out  what  routinized  methods  of  CASE 
implementation  have  emerged,  and  share  your  own  CASE  case. 

II  you  are  a  Chief  Information  Officer.  Vice  President  for  Information  Systems.  Data  Processing 
fvlanager.  Telecommunications  manager  a  CEO  facing  significant  IS  investments  or  an  executive 
responsible  for  the  information  systems  portfolio,  you  should  attend  this  Symposium.  Produced  by 
Business  Week  and  The  BusinessWeek  Newsletter  lor  Information  Executives  in  association  with 
  AT&T.  Comshare and  Touche Ross 

■  September  20-21  New  York 


The  1989  Business  Week 
Symposium  of 
Information  Executives 

staying  Ahead  of  Technological  Change 


Ttie  BuslnessWeeIc 
Newsletter  For 
Information  Executives 


The  premier  bi- weekly  publication  for  senior  inter mation 
executives  Keeps  you  current  on  the  latest  developments  in 
inlormalion  systems  management  Provides  business 
solutions  to  inlormalion  systems  problems  that  can  be  applied 
lo  your  firm  Helps  you  plan  your  budget  and  make 
management  decisions 

This  publication  lor  Chief  Information  Officers.  Vice 
Presidents/Information  Systems  and  executives  responsible  tor 
corporate  data  communications,  has  three  new  features  that 
make  the  newsletter  even  more  valuable 

—  Spending  Spreadsheet  -  an  exclusive  induslry~by- 
industry  profile  of  US  capital  spending  on  IT 

—  Technology  Watch  -  management  perspectives  on 
technological  innovations 

—  What  It  '^  -  a  decision  maker' s  checklist 

■  For  inlormalion.  call  toll  tree  (800)  445-9786 


SEMINARS 


Information  Systems  Strategies 


How  to  Develop  and  Manage  Information  Systems  Strategies  to  Meet  Your 
Business  Objectives 

Last  year  American  companies  spent  $40  billion  on  inlormalion  technology  Information  systems  are 
expensive 

To  make  them  pay  you  need  a  carefully  designed  strategy  —  a  strategy  to  guarantee  your  firm  gets 
all  it  can  out  of  the  IS  investment  At  this  Business  Week  Executive  Seminar  on  Information  Systems 
Strategies,  you  will  learn  how  to: 

—  Develop  and  apply  information  strategies 

—  Translate  company  objectives  into  effective  IS  strategies 

—  Maximize  the  effect  of  the  technology  you  already  have  in- house 

—  Plan  tor  future  systems  development 

—  Promote  eltective  communication  between  systems  executives  and  senior  management 

Get  the  most  out  olyour  investment  in  new  technology  by  anticipating  your  Firm's  luture  needs  and 
preparing  today  to  meet  those  needs 

Chiet  Information  Officers,  senior  executives  in  systems  development  and  data  processing,  and 
senior  executives  in  business  managmenl.  corporate  planning,  and  strategic  p fanning  will  profit  by 
attending  this  Business  Week  Executive  Seminar  Presented  by  Business  Week  in  association  with 
Nastec  Corporation 


\  June  20-21  New  York 
I  June  27-28  Boston 


I  July  11-12  San  Francisco 
I  July  19-20  Chicago 


t  August  8-9  Toronto 

I  September  13- 14  New  York 


Business  Week  Executive  Programs 
1221  Avenue  of  the  Americas  -  36th  floor 
Mew  York.  New  York  10020 


For  information  please  call: 

^848-9018  or  (212)  512-4930 


Strategic  Planning  for  New  Technologies 

Newly  Updated  for  1989-90 


Technology  can  give  your  lirm  sustainable  competitive  advantage  How  can  you  make  certain  your 
technology  investment  is  delivering  100%  ot  its  potential  benelits'^  Now  in  its  fourth  year  the 
Business  Week  Executive  Seminar  on  Strategic  Planning  lor  New  Technologies  offers  guidance  and 
methods  tor  maximizing  the  return  olyour  corporate  technology  portfofio.  The  seminar  has  been 
newly  updated  lor  1989  -  90 

m  Call  (800)  848-9018  lor  inlormalion  on  seminar  locations  Fall  1989 


Companies 
Grow  Best  in  a 
Healthy  Information 

Environment. 


A  well-run  data  center  is  no  guarantee  of  a  well- 
run  company.  But  there's  no  question  that  MIS 
performance  can  be  a  major  factor  in  an  organ- 
ization's ability  to  grow  and  compete.  At 
Systems  Center,  we  specialize  in  products 
that  optimize  the  information  environ- 
ment—improving information  flow 
while  enhancing  management's 
control.  We've  helped  47  of  the 
Fortune  50  to  increase  the  return  on  their 
information  investment  while  creating 
a  healthier  environment  for  corporate 
growth.   We'll  be  glad  to  do  the  same 
for  you.  For  information  write  or  call 
Systems  Center,  Inc., 
1800  Alexander  Bell  Drive. 
Reston,  VA  22091,  (703)  264-8000. 
A  NYSE  Company  (symbol:  SMX). 

mmsmms 
maNTER 

rORMERLY  VM  SOFTWARE,  INC 


SOFTWARE  PRODUCTS  ■  NETWORK  DATAMOVER  PRODUCTS  •  RELATIONAL  DATABASE  PRODUCTS  ■  NETWORK  ADMINISTRATION  PRODUCTS 
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rhey  will 
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The  year  2010  may  seem  far  off.  But  there  is  one  prophecy  we 
can  make  right  now:  energy  economy,  transportation,  and  envi- 
ronmental protection  issues  will  be  no  less  important  than  they 
are  today. 

As  a  world  leader  in  electrical  engineering,  we  focus  our 
research  and  development  efforts  on  these  areas.  The  results 
have  far-reaching  effects. 

Take  our  ingenious  burners  and  combustion  chambers  for 

j^-jj^  C)X  OTJll*  ^^^"^P^^-  ^^^y        extremely  low 

emission  values  of  pollutants,  and  provide  customers 
with  the  most  modern  power-generation  equipment  for  new  plants, 
or  the  upgrading  of  existing  ones. 

Or  take  ceramic  fuel  cells,  which  convert  the  latent  energy 
potential  of  fuels  directly  into  electrical  power.  Their  use  in  power 
generation  will  lead  to  spectacular  increases  in  efficieno.'  and  mini- 
mize CO2  emissions. 

Novel  semiconductor  devices  and  power  electronic  systems 
will  play  an  important  part  in  future,  safe,  high-speed,  rail  trans- 
portation systems,  both  in  and  between  major  cities.  And  emission- 
free  electric  vehicles  will  become  a  practical  alternative  to  today  s 
cars  with  internal  combustion  engines. 

The  $1.3  billion  we  invest  annually  in  research  and  develop- 
ment of  this  kind  is  not  only  of  benefit  to  our  customers  in  terms 
of  immediate  results.  It  also  ensures  that  they  will  have  a  business 
partner  at  the  leading  edge  of  electrical  engineering  and  environ- 
mental technologies  20  years  from  now. 

Which  is  when  our  children  will  take  over. 
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Oil  disposal  got  your  goat 

Spring  for  syn. 


Somehow  it  just  doesn't  seem  fair.  First  you  have 
to  pay  for  oil  and  lubricants;  then  it's  up  to  you  to 
find  a  way  to  get  rid  of  them  after  they've  outlived 
their  usefulness. 

Mobil  "  has  a  way  you  can  cut  down  on  both 
the  amount  you  buy  and  the  amount  you  have  to 
get  rid  of.  Simply  buy  Mobil  synthetic  lubricants 
instead.  Syn,  for  short.  Yes,  they  cost  more,  but 
they  last  three  or  four  times  longer  than  conven- 
tional oils.  They  also  can  be  reused 
in  less  demanding  applications. 
And  syn  lowers  temperatures, 
reduces  friction,  cuts  power 
consumption  and  helps 
extend  the  life  of  gears  and 
bearings.  Syn  is  that  good. 

Mobil  has  another  sug- 
gestion for  you.  Call  the 


Mobil  Information  Center  at  1-800-662-4525  and 
get  expert  advice  from  a  Customer  Service  Engi- 
neer. If  appropriate,  a  Mobil  Sales/Engineer  Team 
will  analyze  your  operation.  These  experts  will 
suggest  where  Mobil  synlubes  can  do  a  better 
job,  and  where  to  continue  using  conventional  oil. 
Where  you  can  reuse  oil,  and  where  you  can't. 
They'll  help  solve  any  lubhcation  problems  you 
may  have,  and  improve  storage  and  handling.  In 
fact,  they'll  create  an  entire  lubrication  program 
custom-tailored  to  your  own  needs  and  tell  you 
how  much  you'll  save  every  step  of  the  way.  And 
they'll  submit  that  program  to  you  in  writing. 

The  whole  purpose  is  to  save  you  money.  If 
you  work  with  Mobil  people,  products,  and  pro- 
grams, we  can  sometimes  save  you  the  total  cost 
of  the  lubricants.  Why  not  call  the  Mobil  Informa- 
tion Center  at  1-800-662-4525  and  let's  get  started 


If  we  can't  save  you  money, 
we  don't  deserve  your  business. 


Mobil 


usiness  Outloo 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  ECONOMY  IS  DOWNSHIFTING— 
(UT  IT'S  NOT  EVEN  CIOSE  TO  A  STALL 


l^kgfhat  a  difference  a  few  revisions  make.  The 
^^^m  latest  measures  of  the  economy's  perfor- 
WK^m  mance  paint  a  brighter  picture  than  earher 
,ta.  The  Commerce  Dept.'s  second  look  at  last  quarter's 
•OSS  national  product  confirms  what  the  recent  monthly 
imbers  have  been  saying:  The  economy  is  slowing 
iwn,  but  not  as  much  as  indicated  earlier.  However,  the 
)wdown  has  been  rough  on  corporate  profits. 

Real  GNP  in  the  second  quar- 
ter rose  at  an  annual  rate  of 
2.7%,  instead  of  the  1.7%  the 
government  reported  a  month 
earlier  (chart).  After  adjusting 
for  the  gyrations  caused  by  last 
year's  drought,  that  brings  eco- 
nomic growth  in  the  first  half  to 
2.1%,  down  from  the  4.5%-  pace 
for  all  of  last  year. 

Moreover,  the  healthy  mix  of 
GNP  growth  last  quarter  points 
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continued  growth  in  the  second  half.  Overall  demand 
st  quarter  was  stronger  than  originally  estimated.  Real 
lal  sales  rose  3.2%,  instead  of  1.9%,  and  inventories 
•ew  only  slowly.  And  as  the  second  half  began,  sales  of 
;w  cars  and  new  homes  strengthened.  The  combination 

firm  sales  and  lean  inventories  all  but  precludes  a 
cession  anytime  soon. 

But  the  new  second-quarter  numbers  don't  mean  that 
e  economy  is  about  to  accelerate  again.  True,  consum- 

■  spending  accounted  for  70%o  of  the  revision  in  real 
SIP,  but  that  spending  boost  was  concentrated  in  food 
irchases  and  was  not  broadly  based.  Consumers  are 
ill  behaving  cautiously.  That,  plus  sluggishness  in  man- 
^acturing,  will  keep  economic  growth  in  the  second  half 
oking  much  the  way  it  did  in  the  first  half. 

INCOME  If  consumers  are  cautious,  it's  not  for  the 
GROWTH  lack  of  cash.  Income  continues  to  grow  at 
IS  STILL  a  healthy  pace.  Personal  income  rose  0.7% 
HEALTHY  j,^  jujy^  annual  rate  of  $4,449  billion, 
pickup  from  the  0.5%o  advance  in  June  and  the  0.27" 
iin  in  May.  Commerce  revised  the  June  gain  up  by  0.2 

■  a  percentage  point.  July  gains  were  especially  robust 
wages  and  salaries,  which  jumped  by  1%. 

Even  after  adjusting  for  taxes  and  inflation,  earnings 
■e  also  growing  at  a  good  clip.  Real  disposable  income 
ise  0.5%  in  July,  putting  it  4.4%^,  at  an  annual  rate, 
)0ve  the  second  quarter.  In  fact,  during  the  past  year, 
;al  income  is  up  4.1%.  That's  far  stronger  than  the  2.7%^ 
crease  in  real  consumer  spending. 


Consumers  are  salting  away  the  difference.  Savings  as 
a  percentage  of  disposable  income  held  at  5.7%  in  July, 
the  same  as  in  June  (chart).  So  far  this  year,  the  savings 
rate  has  averaged  5.5%,  up  from  4.2%o  for  all  of  1988  and 
from  3.2%  in  1987.  The  savings  rate  for  1989  will  likely 
end  up  at  the  highest  level  since  1984. 

Consumer  caution  shows  up  in  the  latest  surveys  of 
their  attitudes.  The  Conference  Board's  index  of  consum- 
er confidence  fell  in  July,  as  did  the  University  of  Michi- 
gan's index  of  consumer  sentiment.  The  Michigan  index 
slipped  to  its  lowest  since  just  after  the  stock  market 
crash  of  October,  1987.  Moreover,  consumer  expectations 
fell  sharply  in  August. 

A  BIG  Despite  their  wariness,  strong  income 

SHOPPING  growth  is  giving  consumers  the  ability  to 
SPREE  spend  if  they're  in  a  buying  mood.  That 

IN  JULY  ^-j^g  Q^gQ     July.  Spending  increased 

a  robust  0.7% ,  to  an  annual  rate  of  $3,482.2  billion.  Even 
after  adjusting  for  inflation,  spending  was  still  up  a 
healthy  0.5%^.  Real  spending  starts  the  third  quarter 
2.3%^  ahead  of  the  second  quarter,  at  an  annual  rate.  And 
in  the  second  half,  real  outlays  are  likely  to  hold 
close  to  their  2.1%  pace  of  the  first  half. 

Service  spending — the  major 
force  in  total  consumer  pur- 
chases in  the  first  half — has 
slowed  a  bit  in  the  summer.  Af- 
ter adjusting  for  inflation,  real 
service  purchases  were  flat  in 
June  and  up  only  0.2%  in  July. 
Such  sluggishness  isn't  likely  to 
last,  because  demand  for  health 
care  and  other  services  can't  be 
postponed  for  very  long.  So,  the 
service  sector  should  continue 
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to  support  economic  growth  in  this  half. 

On  the  goods  side,  consumer  demand  rebounded  in 
July.  Inflation-adjusted  outlays  for  goods  were  basically 
flat  in  the  second  quarter,  despite  small  upward  revi- 
sions to  goods  spending  in  May  and  June.  But  in  July, 
real  goods  spending  rose  a  strong  0.9%c. 

Most  of  that  increase  came  from  a  4.3%^  surge  in  car 
sales.  But  purchases  of  nonauto  durable  goods  rose  a 
strong  0.7%.  Real  spending  on  nondurable  goods  was  up 
0.6%c,  fueled  mainly  by  gains  in  food  and  gasoline. 

Spending  on  home-related  durables  was  down  slightly 
in  July,  after  rising  at  a  9.2%  annual  pace  in  the  second 
quarter.  But  purchases  of  such  items  as  furniture,  car- 
peting, and  appliances  will  likely  rebound  later  in  this 
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quarter.  That's  because  in  July  so  many  Americans 
bought  homes  that  will  have  to  be  furnished  later  on. 

New  single-family  home  sales  jumped  14.4%  in  July,  to 
an  annual  rate  of  739,000 — the  highest  in  2%  years. 
Existing  home  sales  were  also  strong,  rising  1.4%',  to  3.4 
million  at  an  annual  rate. 

New-home  sales  started  the  third  quarter  far  above 
their  second-quarter  average.  But  such  a  robust  perfor- 
mance is  unlikely  to  last.  July  home  buyers  were  react- 
ing to  a  decline  in  mortgage  rates:  Fixed  rates  fell  by 
one  percentage  point  from  April  to  July.  Mortgage  rates 
in  August  began  to  edge  back  up,  however,  so  new-home 
sales  in  that  month  probably  fell. 

Still,  the  surge  in  July  sales  cleared  out  some  of  the 
supply  of  unsold  new  homes.  So  homebuilding  may  add  a 
bit  to  growth  in  the  third  quarter. 

RISING         Although  the  economic  slowdown  has  not 
COSTS  EAT      affected  consumer  incomes  that  much,  it 
AWAY  AT       has  taken  a  toll  on  Corporate  America's 
EARNINGS      bottom  line.  Book  profits,  the  most  com- 
monly reported  measure,  fell  in  the  first  and  second 
quarters,  both  before  and  after  taxes.  Earnings  before 
taxes  dropped  $20.4  billion  last  quarter,  to  an  annual  rate 
of  $297.6  billion,  while  aftertax  profits  fell  $9.3  billion,  to 
$164.3  billion. 

Operating  profits  from  current  production — pretax 
earnings  adjusted  for  inventory  values  and  depreciation 
allowances — have  been  especially  weak.  They  fell  $7.2 
billion  in  the  second  quarter,  to  an  annual  rate  of  $309.1 
billion,  following  a  $23.9  billion  plunge  in  the  first  quar- 
ter (chart). 

That's  draining  cash  flow.  Although  net  cash  flow — 
profits  excluding  dividends  plus  depreciation  allow- 
ances— rose  $6.1  billion,  to  an  annual  rate  of  $394.7 
billion,  that  was  still  $16.8  billion  below  its  fourth-quar- 
ter level.  Shrinking  cash  flow  strains  corporations'  abili- 
ty to  implement  their  capital  spending  plans. 


Corporate  profits  are  getting  squeezed  by  weaker 
prices  and  higher  costs.  In  the  goods-producing  sector, 
earnings  are  the  victim  of  weaker  prices.  Goods  produc- 
ers have  been  hit  hardest  by  the  Federal  Reserve's  past 
tightening  of  monetary  policy.  Wholesale  prices  of  con 
sumer  goods  other  than  food  and  energy  are  up  4.3% 
during  the  past  year,  but  retailers  have  been  able  to 
raise  prices  for  the  same  goods  by  only  3.2% 

In  the  service  sector,  the 
profit  squeeze  stems  from  high- 
er labor  costs.  Wages  and  bene- 
fits in  services  have  risen  5.4% 
during  the  past  year.  Since  ser- 
vice productivity  has  been  stag- 
nant, unit  labor  costs  are  soar- 
ing. Service  producers  are 
trying  to  maintain  their  profit 
margins  by  raising  prices.  As  a 
result,  inflation  is  much  steeper 
for  services  than  for  goods 
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Overall  profit  margins  for  nonfinancial  businesses  con 
tinued  to  shrink  in  the  second  quarter.  Operating  profit^ 
as  a  percentage  of  corporate  output  fell  to  7.9%  las 
quarter,  the  smallest  margin  in  more  than  6  years.  Tha 
level  is  characteristic  of  recessions. 

But  it's  not  just  weak  prices  and  rising  labor  cost 
that  are  eating  away  at  earnings.  The  cost  of  corpora 
tions'  massive  substitution  of  debt  for  equity  during  th 
1980s  is  beginning  to  skyrocket  (page  84).  Net  interes 
payments  by  nonfinancial  corporations  rose  to  an  annua 
rate  of  $147.8  billion  in  the  second  quarter,  a  record  $25. 
billion  greater  than  aftertax  profits.  Moreover,  interes 
costs  rose  to  a  record  25.1%  of  gross  cash  flow. 

With  the  economy  likely  to  remain  in  a  slowdowi 
mode  in  the  second  half,  the  outlook  for  profits  is  no 
very  bright.  Many  highly  leveraged  corporations  are  a.. 
ready  struggling  under  heavy  debt  burdens,  and  mor 
companies  may  start  to  feel  the  strain. 


THE  WEEK  AHEAD 


CAR  SALES 


Wednesday,  Sept.  6,  4:15  p.m. 
New  domestically  made  cars  likely  sold 
at  an  annual  rate  of  8.3  million  in  Au- 
gust. That  would  be  the  strongest  sell- 
ing month  since  December,  1988.  In  the 
first  20  days  of  last  month,  new  cars 
sold  at  an  8.2  million  pace.  Analysts  fear 
this  means  that  consumers  are  buying 
cars  now  to  avoid  paying  higher  prices 
for  1990  models.  If  so,  car  sales  in  Sep- 
tember and  during  the  fourth  quarter 
will  fall  sharply. 


CAPITAI  SPENDING 


Thursday,  Sept.  7,  8:30  a.  m. 
Plant  and  equipment  investment  proba- 
bly grew  at  an  annual  rate  of  about  9% 


in  the  second  quarter,  or  by  7%  after 
adjusting  for  price  changes.  That  would 
be  in  line  with  the  second-quarter  expec- 
tations of  the  Commerce  Dept.'s  last  re- 
port on  capital  spending  plans,  done  in 
April  and  May.  The  latest  survey,  con- 
ducted in  July  and  August,  will  show  the 
impact  of  the  economy's  summer  slow- 
down on  second-half  spending  plans.  In 
the  previous  survey,  nonfarm  businesses 
expected  to  raise  real  capital  spending 
by  annual  rates  of  6.7%  in  the  third 
quarter  and  '2.V^<  in  the  fourth. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Sept.  7,  8:30  a.m. 
New  claims  for  state  unemployment 
benefits  probably  rose  to  an  annual  rate 
of  335,000  during  the  week  ended  Aug. 


26,  compared  with  a  323,000  pace  for  tl 
week  ended  Aug.  12.  Jobless  claim 
started  to  edge  up  in  late  May,  as  slac 
business  conditions  prompted  some  con 
panics  to  cut  back  their  labor  need 
Claims  have  stabilized  since  late  Jul 
but  still  remain  at  high  levels. 

INSTALLMENT  CREDIT 


Friday,  Sept.  8 
Consumers  likely  took  on  about  $3.5  b 
lion  more  in  credit  in  July  than  they  pai 
off.  That's  suggested  by  the  increases 
new-car  sales,  nonauto  retail  purchase 
and  personal  bank  loans.  Because  of  tl 
slowdown  in  consumer  spending,  insta 
ment  debt  has  risen  at  a  subdued  rate  s 
far  this  year.  In  June,  consumer  cred 
grew  by  $3  billion. 
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175  foreign  countries 
aretf t  that  foreign  to  us. 


In  Bangkok,  our  drivers 
ride  scooters  to  speed  your 
packages  through  the  worst 
traffic  jams  in  the  Far  East. 

While  in  Venice,  certain 
addresses  reachable  only  via 
canal  are  served  by  custom- 
built  UPS  gondolas. 

No  one  said  it  would  be 
easy  to  build  a  global  delivery 
system  that  meets  UPS  stan- 
dards for  reliability  in  175 
countries  and  territories.  But 
that's  just  what  we've  done. 

With  our  Electronic  Cus- 
toms Pre-Alert  to  hurry  your 
delivery  across  international 
borders.  Computerized  track- 
ing along  the  way.  And  prices 
that  must  make  competitors 
wonder  how  on  earth  we  do  it 

Suffice  to  say  that 
it's  a  little  bit  easier 
when  you  know  your 
way  around. 

We  run  the  tightest  ship  in 
the  shipping  business. 
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THE  DRUG  CRISIS  I 
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CAN  THE  DRUG  LORDS 
BE  DETHRONED? 

EVEN  MILLIONS  IN  U.S.  AID  MAY  NOT  MAKE  COLOMBIA'S  WAR  WINNABLE 


r 


The  war  on  drugs  finally  lived  up  t( 
its  name. 
In  a  macabre  spectacle  that  seem; 
almost  without  precedent,  the  Medellii 
and  Call  drug  cartels  declared  "tota 
war"  on  their  supposed  governors.  I 
response,  Colombian  President  Virgil 
Barco  Vargas  sought  American  aid 
which  Bush  Administration  official 
([uickly  agreed  to  supply. 

For  the  first  time  in  years,  ther 
seemed  to  be  a  chance  that  the  dru, 
traffickers,  who  have  long  been  enricho' 
by  America's  seemingly  bottomless  aa^. 
1  letite  for  cocaine,  faced  a  serious  threat  || 
Yet  the  harsh  reality  is  this:  No  amoun  j, 
i)f  American  aid — be  it  money,  materie 
or  military  force — can  guarantee  victor; 
111  a  country  whose  central  authority  ha 
lieen  so  sorely  sapped. 

To  make  matters  worse,  there's  n 
more  certainty  that  the  Administration 
soon-to-be-released  plans  to  curtail  dru 
use  at  home  will  achieve  the  desired  r 
-ult  (page  30).  And  as  long  as  the  d 
iiiand  exists,  it  will  almost  certainl 
lie  met. 

SWALLOWED  WHOLE.  Yet,  knowing  the 
odds.  President  George  Bush  has  litt 
choice  but  to  seize  this  perhaps  fleetin 
opportunity  to  strike  back  at  the  gang 
For  a  decade  or  more,  Latin  Americ 
countries  that  supply  the  U.  S.  dru 
market  with  tons  of  cocaine  ha 
spurned  Washington's  offers  to  he 
smash  the  powerful  drug  cartels.  N 
tionalist  pride — and  the  knowledge  th 
the  inflow  of  drug  profits  helps  bu 
their  shaky  economies — forced  Lat 
leaders  to  shy  away  from  a  drug-bustin 
entente  with  the  Yankees. 

The  current  crackdown  has  had  son- 
successes — almost  12,000  arrests  and  th 
seizure  of  millions  of  dollars  in  asse 
and  huge  quantities  of  drugs.  And  ofJ 
cials  in  Washington  believe  it  is  imper 
tive  to  back  up  a  government  that 
showing  remarkable  resolve.  "We  ai 
doing  this  to  prevent  the  worst  of  s 
possible  worlds — a  sovereign  gover 
ment  controlled  by  ruthless  drug  tra 
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I  ANTIDRUG  DEMONSTRATION  IN  BOGOTA:  NATIONALIST  PRIDE  AND  DRUG  PROFITS  KEPT  LATIN  LEADERS  FROM  ACCEPTING  U.S.  HELP  IN  THE  PAST 


:kers,"  says  a  top  Administration  offi- 
il.  "Colombia  was  on  the  verge  of 
ing  taken  over  by  the  cartel." 
For  starters,  President  Bush  wants 
5  million  in  military  equipment  and 
pplies  delivered  to  Bogota  by  mid-Sep- 
mber.  The  State  Dept.  is  expected  to 
ant  a  request  by  Monica  de  Greiff, 
)lombia's  32-year-old  Justice  Minister, 
r  an  additional  $19  million  to  spend  on 


armored  cars  and  other  security  equip- 
ment. Says  de  Greiff:  "The  law  is  under 
siege  in  Colombia.  And  we  must  protect 
it  in  every  way  that  we  can." 

Bush  also  plans  to  launch  an  antidrug 
"Marshall  Plan"  that  could  pour  as 
much  as  $400  million  into  Colombia, 
Peru,  and  Bolivia  to  help  prevent  coca- 
leaf  planting  and  to  eradicate  processing 
labs.  And  the  President  may  call  for  an 


DE  GREIFF:  ASKING  FOR  ARMORED  CARS 


BARCO:  "PREPARE  TO  SUFFER  MORE  SADNESS" 


'The  law  is  under  siege  in  Colombia.  And  we  must 
protect  it  in  every  way  that  we  can' 

JUSTICE  MINISTER  MONICA  DE  GREIFF 


international  summit  meeting  to  drum 
up  worldwide  financial  support  for  the 
Andean  countries. 

Financial  aid  and  military  assistance 
won't  be  the  only  focus  of  U.  S.-Colombi- 
an  cooperation.  Officials  of  the  Drug  En- 
forcement Administration  and  the  Trea- 
sury Dept.  are  waiting  to  get  their 
hands  on  a  treasure  trove  of  documents 
that  Colombian  officials  seized  at  the 
home  of  Jose  Rodriguez  Gacha,  consid- 
ered the  most  violent  of  all  the  drug 
kingpins. 

DEA  agents  say  they  expect  to  be  able 
to  use  the  information  to  figure  out  how 
the  cartels  launder  vast  sums  of  money, 
often  through  U.  S.  banks  and  with  the 
help  of  American  lawyers  and  financial 
experts. 

Along  with  the  documents,  three  ma- 
jor financial  figures  in  the  cartel  have 
been  arrested  and  may  be  extradited. 
They  include  Eduardo  Martinez,  de- 
scribed as  one  of  the  Medellin  cartel's 
main  money  launderers  in  a  federal 
grand  jury  indictment  handed  down  in 
Atlanta  in  March. 

BEYOND  CONTROL?  Yet,  despite  the  new 
resolve,  an  undercurrent  of  pessimism 
continues  to  pervade  drug-enforcement 
circles  as  they  combat  the  $15  billion-a- 
year  cocaine  business.  Colombia  in  the 
past  has  attempted  similar,  smaller-scale 
crackdowns — only  to  back  down  in  the 
face  of  a  furious  counterattack  by  the 
drug  lords.  "You  can  take  their  houses, 
even  arrest  their  in-laws,  but  those  guys 
aren't  going  to  give  up  those  kinds  of 
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profits  without  a  fight,"  says  one  grim 
DEA  official. 

What's  more,  even  President  Barco  ac- 
knowledges that  his  government  is  in 
control  of  only  about  half  of  Colombia's 
territory.  The  Amazonian  crescent  along 
the  borders  of  Bolivia,  Peru,  and  Colom- 
bia is  a  no-man's  land  that  will  be  ex- 
tremely difficult  to  police.  And  the  Co- 
lombian government,  with  its  long 
history  of  corruption,  could  squander  the 
millions  of  dollars  lavished  on  the  drug- 
busting  program. 


Even  if  the  crackdown  succeeds  in 
temporarily  disrupting  the  drug  econo- 
my, the  mobile  drug  mobs  could  easily 
move  their  clandestine  operations — and 
start  the  bloody  cycle  again.  "We  may 
be  facing  the  beginning  of  a  dispersion 
of  this  problem  into  other  countries," 
says  Riordan  Roett,  director  of  the  Latin 
American  studies  program  at  Johns 
Hopkins  University's  School  of  Ad- 
vanced International  Studies.  "As  the 
rats  begin  climbing  out  of  one  ship, 
they'll  be  climbing  onto  others."  Brazil 


and  Venezuela  are  concerned  that  they 
will  get  sucked  into  Colombia's  fight. 

Despite  its  auspicious  start,  the  battle 
against  the  drug  lords  will  be  uphill  all 
the  way.  And,  as  in  any  war,  many  more 
casualties  are  to  come — with  Americans 
among  the  likely  targets.  As  a  somber 
Barco  told  his  fellow  countrymen  on 
Aug.  25:  "Prepare  to  suffer  moreli 
sadness." 

By  Paula  Dwyer  in  Washiitgton,  with 
Jeffrey  Ryser  in  Sao  Paulo  and  Bill  Ja  p 
vetski  in  Washington  lip 


WILL  FEAR  MAKE  AMERICANS  KICK  THE  DRUG  HABIT? 


ISO 


Those  endless  reruns  of  the 
zonked-out  hordes  of  the  Wood- 
stock Nation  give  rise  to  a  revi- 
sionist notion:  Maybe  the  swinging  Six- 
ties weren't  so  good  after  all.  Back 
then,  Abbie  Hoffman,  Timothy  Leary, 
and  their  ilk  may  have  been  cultural 
heroes,  but  opinion  polls  show  that  atti- 
tudes toward  drugs  have  changed  dra- 
matically since  1969.  Now,  drug  policy 


Robert  L.  Du  Pont  Jr.,  a  top  Nixon  Ad- 
ministration drug  enforcement  official. 
"Bennett  represents  a  [new]  hardline 
position  on  drugs." 

Bennett's  drug  plan,  which  President 
Bush  will  announce  during  a  televised 
address  on  Sept.  5,  isn't  going  to  pro- 
duce a  reaction  as  violent  as  the  Co- 
lombian drug  lords'  "total  war"  in  Me- 
dellin.  But  the  program  faces  several 


Hlre'suistof 
mvE  Colombian 

COCAINE  DEALERS. 


And  HERE'S  A  LigcF 
Z2M1LU0N  kmm 

COCAINE  USERS... 


director  William  J.  Bennett  wants  to 
bury  once  and  for  all  the  hippie  era's 
drug-drenched  legacy. 

While  part  of  the  Bush  Administra- 
tion's antidrug  strategy  calls  for  inter- 
national cooperation  to  shrink  supplies 
of  cocaine  and  heroin,  the  plan  at  home 
is  to  stanch  the  seemingly  insatiable 
demand  for  drugs — even  "soft"  intoxi- 
cants like  marijuana.  Bennett  plans  to 
de-emphasize  drug  rehabilitation  cen- 
ters— and  focus  on  the  nation's  esti- 
mated 24  million  drug  users  as  crimi- 
nals, not  victims.  "The  old  romantic 
permissiveness  has  vanished,"  says  Dr. 


stumbling  blocks.  The  Administration 
hasn't  yet  explained  where  it  will  find 
the  $7  billion  to  pay  for  the  program. 
Furthermore,  Congress  may  tamper 
with  it,  and  so  might  the  courts.  And 
criticism  of  its  thrust  has  already  be- 
gun. "The  prohibitionist  policy  created 
the  black  market"  in  the  first  place, 
complains  Loren  Siegel  of  the  Ameri- 
can Civil  Liberties  Union. 

Bennett  insists  that  a  new  approach 
is  needed.  He  favors  an  expanded  pris- 
on system  and  stiffer  law  enforcement 
that  would  pose  new  risks  for  the  esti- 
mated 15  million  to  20  million  casual 


drug  users  in  the  U.  S.  "The  only  thing 
that  will  deter  the  casual  user  is  the 
fear  of  being  caught,"  Bennett  says. 
USERS  ARE  LOSERS.  The  new  initiative, 
according  to  sources  close  to  Bennett, 
is  likely  to  include  an  attack  on  occa- 
sional users.  Bennett  wants  to  autho- 
rize courts  to  revoke  users'  drivers'  li 
censes  on  the  first  offense  and 
confiscate  their  cars  after  a  second 
conviction.  Three-time  losers  would 
face  a  mandatory  short  jail  term.  In 
one  of  the  most  controversial  portions 
of  the  plan,  he  wants  to  introduce  in- 
voluntary commitment  of  drug  users 
to  treatment  centers. 

Bennett  wants  to  change  the  way 
rehabilitation  works,  too.  The  drug 
czar  would  impose  random  drug  tests 
on  patients  and  refer  those  who  test 
positive  to  law  enforcement  officials. 
Currently,  attempts  to  keep  patients 
drug-free  just  don't  work,  contends 
Bennett  adviser  Jeffery  Eisenach,  a  e 
visiting  fellow  at  the  conservative  Her- 
itage Foundation.  "Drug  addicts  come 
in  these  places,  someone  hands  them  a 
cup  of  coffee  and  a  pamphlet,  and  lets 
them  go  their  own  way,"  he  says. 

The  philosophical  change  will  spark 
legal  and  political  arguments,  however. 
The  ACLU  objects  to  the  asset-forfev 
ture  proposals,  arguing  that  denyingUoBi 
suspects  due  process  is  unconstitution 
al.  Lawmakers  worry  that  funding  for 
the  drug  plan  will  come  at  the  expense  f, 
of  some  of  their  pet  programs.  Repre- 
sentative Charles  B.  Rangel  (D-N.  Y.) 
chairman  of  the  House  Select  Commit- 
tee on  Narcotics  Abuse  &  Control,  pre- 
fers more  spending  on  rehabilitation, 
literacy,  and  job  training. 

These  days,  though,  drugs  are  firm- 
ly linked  in  the  public  mind  with 
crime — not  peace  and  love.  That's  a  far 
cry  from  the  summer  of  1969 — and 
could  presage  a  much  more  punitive 
approach  to  curbing  drug  demand 

By  Ron  Stodghill  II  in  Washington 
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ITOL  HILL  I 


IHGRESS  MAY  FINALLY  ORDER 
NEW  BROOM 


scandals  continue,  lawmakers  get  set  to  tackle  an  ethics  package 


FRANK: 
CRUSADER  IN 
TROUBLE 


■or  Congress,  1989  has  unfolded  like 
I  a  Stephen  King  horror  story.  It  be- 
gins innocuously  enough,  as  all 
g's  stories  do,  with  President  Bush's 
ign  announcement  that  he's  appoint- 
a  government  ethics  task  force.  But 
demons  quickly  take  charge.  Accusa- 
s  of  ethics  violations  explode,  claim- 
House  Speaker  Jim  Wright  (D-Tex.) 

Democratic  Majority  Whip  Tony 
Iho  (D-Calif.).  Charges  of  conflict  of 
rest  and  sexual  impropri- 
s  soon  hound  leading 
nbers  of  both  parties, 
he  final  chapter  will  be 
'ed  out  when  lawmakers 
irn  after  Labor  Day,  and 
ending  could  be  a  sur- 
le.  This  fall,  bipartisan 
[  forces  in  the  House  and 
ate  will  recommend 
?eping  changes  in  the 
■s  governing  the  conduct 
aembers.  The  new  regula- 
s  could  be  approved  by 
ciber. 

he  key  to  the  recommen- 
ons  will  be  a  trade-off: 
/makers  will  get  a  much- 
^ed-for  pay  hike  in  return 
ending  a  host  of  unseem- 
ractices,  ranging  from  fat 
i  for  brief  appearances  be- 
!  special  interest  groups 
cashing  in  on  public  ser- 
'  by  leaving  Congress  and 
lediately  lobbying  former 
gagues  (table).  Such  a  deal  has  been 
ussed  for  months.  But,  says  House 
cs  task  force  Chairman  Vic  Fazio  (D- 
if.):  "We  need  to  get  something  done, 

this  is  the  time  to  do  it." 
'ERBERATIONS.  That's  brave  talk,  es- 
ially  after  the  latest  bizarre  twist  in 
horror  story.  On  Aug.  28,  Represen- 
ve  Barney  Frank  (D-Mass.),  who  is 
nly  gay,  formally  asked  the  House 
ics  Committee  to  investigate  his  hir- 

of  a  32-year-old  male  prostitute, 
)m  he  solicited  for  sex,  as  an  aide  at 
nk's  expense. 

'oils  indicate  that  the  representative's 
snt  troubles  haven't  much  bothered 
srs  in  his  district,  but  they  could 
erberate  in  Washington  for  some 
e  to  come.  The  irony  is  that  the  sub- 
an  Boston  lawmaker  has  been  the 
)f  sponsor  of  ethics  legislation  de- 
led to  put  new  restrictions  on  lobby- 
by  former  lawmakers.  The  bill  was 


vetoed  by  President  Reagan  last  year. 

Bush  supports  such  a  measure.  Now, 
though,  Frank's  travails  will  complicate 
matters.  "Every  time  they  try  to  get 
hold  of  the  agenda  up  there,  something 
else  like  this  happens,"  says  William 
Schneider  of  the  American  Enterprise 
Institute.  "It's  a  continuing  taint  on  the 
institution." 

Some  lawmakers  think  an  "enough  is 
enough"  attitude  will  finally  force  ac- 


limited-reform  provisions  in  the  ethics 
package,  such  as  barring  senior  lawmak- 
ers from  converting  leftover  campaign 
funds  to  their  personal  use  upon  their 
retirement. 

PURE  POISON.  That's  painful  enough.  But 
to  many  legislators,  the  intended  sweet- 
ener, a  pay  raise,  is  pure  poison.  Mem- 
bers of  the  ethics  task  forces  have  been 
quietly  trying  to  persuade  consumer  cru- 
sader Ralph  Nader  not  to  renew  his 
campaign  against  a  congressional  "pay 
grab"  that  scuttled  a  51%  raise  last 
March.  But  Nader  isn't  buying.  Trading 
higher  pay  for  the  elimination  of  hono- 
rariums is  "just  bribery,"  he  says.  And 
GOP  consultant  Eddie  Mahe  Jr.  speaks 
for  all  in  his  business  when  he  warns 
members:  "If  you  vote  for  a  pay  raise, 
you  had  better  have  a  safe  seat,  because 
I'm  coming  at  you  on  that  one  issue." 


WHAT  THE  ETHICS  BILL 
WILL  LOOK  LIKE 


Bipartisan  task  forces  in  the  House  and  Senate  will 
soon  recommend  sweeping  changes  in  Congress'  code 
of  conduct.  The  final  package  is  likely  to  include: 

►  A  30%  to  40%  pay  raise,  phased  in  over  four 
years,  coupled  with  a  phaseout  of  fees  for  attending 
meetings  and  speaking  to  special  interest  gi'oups. 
The  pay  raise  won't  begin  to  go  into  effect  until  1992 

►  A  ban,  covering  members  of  Congress  and  top 
aides,  against  lobbying  members  or  staff  in  either 
house  for  one  year  after  leaving  otRce 

►  Closing  the  loophole  that  allows  lawmakers  elect- 
ed before  1980  to  convert  their  leftover  campaign 
contributions  to  personal  use  when  they  retire 

►  A  ban  on  political  action  committees  set  up  by  con- 
gressional leaders  to  distribute  money  to  other 
members'  campaigns 

►  Clearer  guidelines  concerning  gifts 


tion.  Fearing  voter  reprisals  in  next 
year's  election,  they  want  to  get  the  eth- 
ics issue  behind  them — and  Bush  is  urg- 
ing them  on.  "Our  commitment  remains 
strong,"  says  top  White  House  lobbyist 
Fred  McClure.  "The  President  will  push 
strongly  for  it." 

The  task  is  formidable.  Already,  pro- 
ponents of  campaign  finance  reform 
have  privately  decided  not  to  tackle 
broad  limits  on  political  action  commit- 
tees. Instead,  House  Speaker  Thomas  S. 
Folev  (D-Wash.)  intends  to  include  some 


Fearing  voter  reprisals  in 

next  year's  election, 
lawmakers  want  to  get  the 
ethics  issue  behind  them 


But  as  Congress'  continuing  struggles 
in  the  ethics  quagmire  show,  doing  noth- 
ing may  be  even  more  perilous.  Ethicist 
Michael  Josephson,  of  the  Josephson  In- 
stitute at  Marina  del  Rey,  Calif.,  says 
that  Congress  is  caught  up  in  a  world- 
wide trend.  From  Washington  to  Tokyo 
to  Athens,  prominent  politicians  recently 
have  been  forced  from  office  by  allega- 
tions about  their  personal  lives.  There 
is,  Josephson  says,  a  new  "layer  of  sen- 
sitivity among  voters  to  the  character  of 
politicians." 

The  nightmarish  prospect  of  a  voter 
backlash  always  works  wonders  on  the 
Hill.  Still,  fear  won't  be  the  only  motivat- 
ing factor.  If  a  deal  can  finally  be  struck 
on  the  pay-raise  issue.  Congress  may  at 
long  last  take  action  and  pass  its  first 
comprehensive  ethics  package  in  more 
than  a  decade. 

By  Douglas  Harbrecht,  with  Richard  Fly 
and  Paula  Dwyer  in  Washington 
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THE  CONTINENTAL-SAS  COUNTER  AT  NEWARK:  ONE  TICKET,  TWO  FLAGS 


BIRDS  OF  A  FEATHER . . . 
ARE  DOING  DEALS  TOGETHER 


Europe's  airlines  scour  the  world  for  allies — and  U.S.  carriers  sign  on 


United  Airlines  stock  shoots  up  100 
points  in  a  month.  Texas  Air  hits 
a  22-month  high  of  23.  American 
Airlines  rises  12%  in  a  day.  No  doubt 
about  it,  airhnes  are  hot. 

The  stocks  aren't  catching  fire  just 
because  Marvin  Davis  is  hunting  for  un- 
dervalued assets.  Big  European  carriers 
also  see  an  opportunity. 
British  Airways  PLC  is  said 
to  be  considering  buying  a 
stake  in  VAL  Corp.  And 
Scandinavian  Airlines  Sys- 
tem, which  already  owns 
almost  107'  of  P'rank  A. 
Lorenzo's  Texas  Air  Corp., 
may  acquire  a  large  direct 
stake  in  Texas  Air's  Conti- 
nental Airlines  Inc. 

Even  if  British  Airways 
and  SA.S  don't  follow 
through,  more  investment 
by  European  and  other  for- 
eign carriers  in  U.S.  air- 
lines is  likely.  Never  mind 
that  Washington  doesn't 
want  the  shopping  spree  to 
get  out  of  hand,  and  that 
equity  stakes  may  well 
produce  more  problems 
than  payoffs.  F'oreign  air- 
lines figure  they  have  to 
do  something  to  counter 


the  twin  challenges  of  deregulation  and 
privatization,  especially  in  Europe.  The 
Europeans  are  bracing  for  a  dramatic 
change  in  the  restrictive  rules  on  compe- 
tition, routes,  and  ownership  that  until 
now  have  protected  many  carriers.  So  a 
dominant  strategy  is  emerging:  Find  a 
friend — or  else. 


sii 


Si 


AIRLINE  DEALS  GO  GLOBAL 


UNITED  United  and  Britisli  Airways  have  a  strong  alliance,  espe- 
cially on  key  flights  through  Chicago  to  London.  They  share  a  ter- 
minal at  O'Hare  International;  a  facility  in  New  York  is  next 

NORTHWEST  KLM-Royal  Dutch  Airlines  has  commited  $400  million 
cash  for  a  stake  in  the  $3.7  billion  buyout  of  the  airline.  Marketing 
linkups  in  cargo  and  passenger  services  are  being  studied 

DELTA  Delta  Air  Lines  and  Swissair  are  buying  5%  stakes  in  each 
other.  They  also  have  a  joint  marketing  agreement 

CONTINENTAL  Scandinavian  Airlines  System  owns  9.8%  of  Texas 
Air,  Continental's  parent,  and  has  a  seat  on  Texas  Air's  board. 
SAS  flights  feed  into  Continental  at  Newark  International 

AMERICA  WEST  Australia's  Ansett  owns  20%  of  America  West 

SABENA  WORLD  AIRLINES  British  Airways  and  KLM  each  have 
agreed  to  buy  a  20%  stake  in  Sabena's  airline  unit 

AIR  NEW  ZEALAND  American,  Australia's  Qantas,  and  Japan  Air 
Lines  own  almost  35%  of  the  recently  privatized  carrier 

LAN-CHILE  Chile  has  provisionally  accepted  a  bid  for  51%  of  the 

state  airline  by  a  group  associated  with  SAS 

DATA;  COMPANY  REPORTS,  SHEARSON  LEHMAN  HUHON  INC. 


Already,  European  carriers  hav 
searched  the  U.  S.,  Latin  America,  Asi 
and  Europe  itself  for  allies  (table).  Th 
hungriest  dealmaker  has  been  Jan  Car 
zon,  chief  executive  of  SAS.  Carlzon  ha 
cut  marketing  deals  with  Continenta 
Thai  Airways,  and  All  Nippon  Airway 
to  insure  SAS's  future.  Carlzon  is  hardl 
alone.  KLM  contributed  the  bigges 
chunk  of  cash — $400  million — to  th 
Northwest  Airlines  Inc.  buyout.  Swissa 
has  made  or  is  planning  investments 
Delta,  Austrian  Airlines,  and  Crossair 
Swiss  domestic  carrier. 
DEEPER  REACH.  Cooperation  between  ai  'fi 
lines  is  hardly  new.  During  the  195( 
and  1960s,  United  used  to  transfer  E 
rope-bound  passengers  to  flights  i 
British  Overseas  Airways  Corp.,  Briti; 
Airways'  forerunner.  Now,  though,  tl 
pacts  are  much  more  far-reaching.  Br 
ish  Airways  and  SAS,  for  example,  cha 
nel  passengers  to  their  U.  S.  partner 
United  and  Continental,  by  sharing  te 
minals.  Then  there's  the  practice 
"code  sharing."  What's  that?  Well,  wh 
a  United  flight  from  Denver,  say,  lin 
up  with  a  London-bound  BA  plane  at  C 
cago,  it's  listed  in  reservation  systems 
a  single  British  Airways  flight,  with  oi 
connection.  The  practice  extends  Briti: 
Airways'  reach  deep  into  the  U.  S. 

As  one  pact  after  another  is  a 
nounced,  it's  clear  the  airlines  have  be^ 
converted  to  the  creed  of  global  marki 
ing.  "The  airlines  want  to  develop  bra: 
loyalty  internationally,"  notes  Robert 
Joedicke,  an  advisory  director  at  She; 
son  Lehman  Hutton  Inc. 

The  ideal  way  for  an  airline  to  secu 
that  brand  loyalty  would  be  to  snap 
carriers  around  the  world  and  mer 
them  under  one  name.  In  the  real  wor 
though,  governmen 
would  block  those  mei 
ers.  So  marketing  pa( 
are  the  next  best  thir 
And  equity  stakes,  go 
the  theory,  provide 
needed  glue.  "Without 
basic  commitment,  the 
kinds  of  agreements  coi 
be  changed  any  day,"  sa 
Peter  Van  Vliet,  U".  S.  gi 
eral  manager  for  KLM. 

The  theory  sounds  go< 
It's  unclear,  though 
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well  these  arrangemei 
will  work  in  the  long  ri 
A  minority  stake,  influ 
tial  as  it  can  be,  does 
always  translate  into  a  i 
in  an  airline's  affairs, 
airline  may  opt  to  lunge 
ter  its  partner's  mark( 
And  unless  one  parti 
pays  the  other  dividend; 
and  UAL  and  Texas  . 
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>n't  pay  dividends  at  all — it's  unclear 
)w  a  holding  of  common  stock  could 
merate  any  more  profits  than  a  simple 
arketing  alliance.  Another  potential 
•obiem  is  that  foreign  airlines  can't 
)ld  more  than  25%  of  the  voting  shares 
'  a  U.  S.  carrier.  That's  enough  of  a 
ake  to  cause  problems — the  foreign 
rline  could  conceivably  sell  its  shares 
a  raider.  But  it's  not  necessarily 
lOugh  to  force  a  partner's  cooperation. 
>LD  WATER.  The  U.  S.  government, 
eanwhile,  may  yet  try  to  throw  some 
Id  water  on  these  equity  investments. 
Ve  have  no  intention  of  allowing  a  for- 
^n  carrier  to  exercise  managerial  con- 


trol over  a  U.  S.  carrier,"  says  one  senior 
official  at  the  Transportation  Dept. 

This  concern  at  first  sounds  illogical, 
given  the  25%  cap  on  foreign  invest- 
ment. But  in  the  case  of  Northwest,  the 
Transportation  Dept.  is  concerned  that 
klm's  large  block  of  preferred  and  com- 
mon stock,  which  now  includes  few  vot- 
ing shares,  could  someday  be  converted 
into  enough  votes  to  give  klm  an  edge  in 
power  and  influence  over  Northwest's 
managers  and  U.  S.  investors.  KLM's 
Van  Vliet  says  his  airline  could  never 
have  such  clout.  But  one  Transportation 
official  says  klm  will  probably  reach  an 
accommodation  with  Washington.  And 


the  department  itself  plans  by  mid-Sep- 
tember to  issue  a  policy  paper  on  this 
topic  for  the  whole  industry. 

Whether  these  equity  investments  are 
wise  or  foolish,  airline  managers  will 
keep  making  them.  "By  the  time  every- 
thing shakes  out,  there  will  be  only  a 
dozen  airlines  offering  service  globally," 
says  Daniel  Kaspar,  an  airline  specialist 
at  the  consulting  firm  of  Harbridge 
House  in  Boston.  Such  numbers  are  so 
scary  that  only  a  few  carriers  will  try  to 
go  it  alone.  The  race  is  on. 

By  Christopher  Power  in  New  York  and 
Seth  Payne  in  Washington,  with  bureau 
reports 
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\  BRITISH  WAR— 
m  YANKEE  SOIL 


ired  U.S.  guns  figure  big  in  the 
oldsmith-BAT  takeover  fight 


5ir  James  Goldsmith  is  painting  his 
$21  billion  takeover  bid  for  bat 
Industries  PLC  as  an  all-British 
istup  between  the  knighted  takeover 
tist  and  a  blue-chip  conglomerate.  But, 
Idly,  this  Battle  of  Britain  is  being 
aged  mainly  in  the  U.  S. 
Both  sides  are  assembling  pricey 
ams  of  lawyers,  lobbyists,  and  PR  folk 
ible).  Their  presence  marks  the  biggest 
volvement  yet  of  American  merger 
ayers  in  a  foreign  megadeal.  But  the 
^ht  over  BAT  raises  a  larger  issue:  How 
r  can  government  officials  in  the  U.  S. 
)  in  protecting  American  assets  owned 
r  foreigners  without  undermining  the 
.  S.  free  trade  posture? 
So  far,  BAT  seems  to  be  winning  the 
ar.  It  scored  first  on  Aug.  10,  when  200 
embers  of  Congress  asked  the  State 
apt.  in  a  letter  to  pressure  the  British 
)vernment  to  halt  the  highly  leveraged 
!al.  The  top  signatures  on  the  missive 
ere  those  of  the  two  senators  from 
entucky,  where  BATUS  Inc.,  bat's  U.  S. 
ibsidiary,  is  based.  A  week  later,  BAT's 
am  trotted  out  labor  groups  at  the 
^'L-CIO  headquarters  to  warn  of  impend- 
g  job  losses  if  Goldsmith  seizes  control 
■  bat's  $12  billion  in  U.  S.  assets.  Gold- 
nith  is  proposing  to  hold  on  to  only 
vt's  huge  tobacco  operations,  notably 
rown  &  Williamson  Tobacco  Corp.  in 
le  U.  S.,  and  to  sell  off  its  other  hold- 
gs,  including  retailers  and  insurers. 
IRED  GUNS.  If  bat's  campaign  is  play- 
g  well  in  Washington,  it  can  thank  its 
ititakeover  team.  Since  Goldsmith 
unched  his  raid  in  July,  batus  has 
red  Charles  Alan  Wright,  a  University 
Texas  constitutional  lawyer,  and 
'ashington  lobbyist  Tommy  Boggs. 


SENATOR  McCONNELL 


LAWYER  KING 


SIR  JIMMY  VS.  BAT: 
THE  STARTING  TEAMS 


HOYLAKE 
INVESTMENTS 

Goldsmith's  group 


BATUS  INC. 

U.S.  subsidiory  of 
BAT  Industries  PLC 


LAWYERS 


►  Debevoise  &  Plimpton     ►  Crovoth,  Swaine  &  Moore 

►  Skodden,  Arps,  Slate,      ►  LeBoeuf,  Lomb,  Leiby  & 
Meagher  &  Flom  MacRoe 


LOBBYISTS 


►  Skodden  Arps 

►  Akin,  Gump,  Strauss, 
Houer  &  Feld 


►  Hecht,  Spencer 
&  Associates 

►  Patton,  Boggs  &  Blow 


LEGAL  SCHOLAR 


►  Laurence  Tribe 


►  Robinson,  Lake, 
Lehrer  &  Montgomery 


►  Charles  Alan  Wright 

►  Keksl  &  Co. 

►  Ogiivy  &  Mother 


The  Anglo-French  financier  has  his 
own  army  in  the  U.  S.  In  Goldsmith's 
camp  are  Harvard  University  Law  Pro- 
fessor Laurence  H.  Tribe,  Washington 
superlawyer  and  Democratic  Party  pow- 
er broker  Robert  S.  Strauss,  and  New 
York  image-makers  Robinson,  Lake, 
Lehrer  &  Montgomery.  "This  is  classic 
takeover  offense  and  defense  on  a  very 
large  scale,"  says  Dan  Spiegel,  a  former 
high-ranking  State  Dept.  official  who 
now  works  for  Strauss's  law  firm. 

bat's  best  defense  is  to  play  for  time. 
Under  usual  British  takeover  rules, 


Goldsmith  has  only  until  Oct.  28  to  com- 
plete his  bid.  But  to  do  so,  he  needs  to 
gain  clearance  from  insurance  regula- 
tors in  nine  U.  S.  states  to  take  control 
of  bat's  Farmers  Group  Inc.  insurance 
subsidiary.  He  then  plans  to  sell  Farm- 
ers to  France's  Axa  Midi  Assurances. 
"We're  up  against  a  very  difficult  time 
frame,"  concedes  Alan  H.  Paley,  who 
along  with  Robert  L.  King,  his  colleague 
at  Debevoise  &  Plimpton,  is  leading 
Goldsmith's  legal  troops. 

Meanwhile,  Sir  Jimmy  probably  must 
revise  his  all-})aper  bid  to  include  a  large 
amount  of  cash  for  bat's  wary  British 
shareholders.  But  banks  would  require 
commitment  fees  of  perhaps  $200  million 
or  more  just  to  put  up  the  money,  a  sum 
Goldsmith  won't  risk  unless  he's  assured 
of  U.  S.  regulatory  approval. 

Sir  Jimmy  is  fighting  the  clock  on 
both  sides  of  the  Atlantic.  In  Britain,  he 
may  get  an  extension  of  his  deadline.  In 
the  U.  S.,  the  financier  has  hired  Tribe  to 
mount  a  constitutional  challenge  to  in- 
surance commissioners  in  the  nine  states 
where  Farmers  does  business.  On  Aug. 
25,  in  the  first  ruling  of  the  state  suits,  a 
federal  judge  in  Waco,  Tex.,  refused 
b.at's  request  to  throw  out  the  suit  but 
declined  Goldsmith's  bid  to  block  the  in- 
surance commission's  review. 
SABOTAGE?  But  Goldsmith  may  undo  his 
own  team's  work.  Just  as  his  handlers 
were  mapping  out  a  publicity  campaign. 
Sir  Jimmy  blasted  Congress  in  an  inter- 
view with  The  Washington  Post.  He 
suggested  that  the  tobacco  lobby  was 
behind  Senator  Mitch  McConnell's  (R- 
Ky.)  effort  on  behalf  of  b.at.  McConnell 
shot  back  on  Aug.  28.  "What  is  best  to 
foster  America's  global  competitive- 
ness?" he  asked.  "Long-term  investing 
or  short-term  profiteering?"  Admits 
Spiegel:  "I  think  Goldsmith  to  some  has 
become  a  negative  role  model." 

That's  putting  it  mildly.  Goldsmith 
may  want  to  tread  more  carefully  if  he 
expects  to  win  over  the  American  offi- 
cials who  stand  between  him  and  the 
largest  non-U.  S.  takeover  ever. 

By  Tim  Smart  in  Washington  and  Mark 
Maremont  in  London 
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ENTERTAINMENT  I 


NIGHTMARE  ON  VIDEO  STREET, 
PART  1:  THE  LEGISLATORS 


Retailers  are  horrified  over  bids  to  ban  rentals  of  violent  tapes  to  kids 


issouri  is  trying  to 
slash  Freddy  Krue- 
ger  down  to  size. 
State  legislators  recently 
passed  a  law  designed  to 
prevent  minors  from  buying 
or  renting  videocassettes 
that  feature  the  sort  of 
blood-drenched  fare  personi- 
fied by  the  steel-clawed  vil- 
lain of  A  Nightmare  on 
Elm  Street.  About  $7  billion 
will  be  spent  on  video  rent- 
als this  year.  Minors  watch 
247f  of  all  rental  videos,  ac- 
cording to  A.  C.  Nielsen  Co. 
And  the  businesses  are  terri- 
fied that  other  states  will 
produce  their  own  sequels  to 
the  Missouri  law,  which 
passed  by  149  to  4.  Legisla- 
tors in  at  least  eight  other 
states — including  Ohio,  Mas- 
sachusetts, and  Texas — are 
debating  similar  measures. 

Horror  videos  have  a  long 
way  to  go  before  they're 
consigned  to  the  ranks  of 
the  living  dead.  The  Missou- 
ri law,  which  was  due  to 
take  effect  on  Aug.  28,  was 
put  on  hold  when  a  group  led  by  the 
Motion  Picture  Assn.  and  the  Video  Soft- 
ware Dealers  Assn.  persuaded  a  federal 
judge  to  issue  a  temporary  restraining 
order.  They  say  the  law  infringes  on  the 
free  speech  rights  of  video  producers, 
retailers,  and  minors. 
NEW  CURBS?  The  dispute 
may  ultimately  reach  the 
U.  S.  Supreme  ("ourt,  where 
the  business  groups  would 
seem  to  have  a  good  chance 
of  prevailing:  The  justices 
who  refused  to  prohibit  pub- 
lic flag  burning  aren't  likely 
to  endorse  new  restrictions 
on  videos.  First  Amendment 
expert  Floyd  Abrams  of  Ca- 
hill  Gordon  &  Reindel  says 
it's  improbable  that  the 
court  will  "rule  an  entire 
new  genre  of  speech  outside 
the  protection  of  the  First 
Amendment." 

The  legislator  who  wrote 
the  Missouri  law.  Democrat- 
ic   State  Representative 


FREDDY  KRUEGER:  PROTECTED  BY  THE  FIRST  AMENDMENT? 


Douglas  Harpool,  claims  he's  on  firm 
legal  ground.  The  courts  have  ruled  that 
states  "can  regulate  for  young  people 
what  can't  be  regulated  for  adults,"  he 
says.  "My  bill  is  the  next  logical  step." 
Retailers  argue  that  the  law  is  too 


VIOLENT  VIDEOS:  WHAT'S 
COVERED  UNDER  MISSOURI  LAW 

►  A  videotape  that  appeals  to  a  morbid  interest  in  vio- 
lence on  the  part  of  those  under  the  age  of  17 

►A  tape  that  depicts  violence  in  a  way  that  is  patently 
offensive  to  the  average  person,  applying  contempo- 
rary community  standards 

►Taken  as  a  whole,  a  videocassette  generally  lacldng  in 
literary,  artistic,  political,  or  scientific  value  for  persons 
who  are  under  the  age  of  17 


vague  and  doesn't  clearly  define  which 
videos  are  impermissible.  Instead,  the 
law  requires  each  store  operator  to  de- 
termine what  movies  exceed  the  "com 
munity  standard"  of  acceptable  violence 
for  anyone  under  the  age  of  17  (table). 
Those  who  rent  or  sell  an  excessively 
violent  video  to  a  minor  face  a  $200  fine. 

Critics  believe  even  this  relatively  mild 
penalty  could  prompt  stores  to  forgo 
sales  that  ultimately  might  pass  muster 
under  the  law.  "The  only  surefire  way  to 
handle  it  is  not  to  let  anyone  under  18 
rent  from  you,"  says  Brent  Brockmeyer, 
owner  of  two  National  Video  franchises 
in  Jefferson  City.  Indeed,  some  claim  the 
Missouri  law  is  so  vague  that  its  restric 
tions  could  cover  John  Wayne  war  mov 
ies,  clips  from  football  games — even 
Bambi. 

Opponents  also  argue  that  video  re- 
t^iilers  shouldn't  have  to  police  morals. 
"Children  should  not  be  watching  violent 
movies,"  says  Lloyd  Kaufman,  president 
of  Troma  Inc.,  producer  of  such  campy 
horror  films  as  Surf  Nazis  Must  Die 
and  Stuff  Stephanie  in  the  Incinerator. 
"But  parents  cannot  expect  the  video 
industry  to  do  their  job." 
FED  UP.  Video  retailers  helped  bring 
their  problem  on  themselves,  since  many 
stores  ignore  the  voluntary  ratings 
codes  the  movie  industry  established  to 
keep  minors  away  from  theaters  show- 
ing films  with  lots  of  violence  or  sex.  "I 
suspect  most  small  shops,  particular!; 
the  family-owned  businesses,  are  rentin 
anything  and  everything,"  says  Joseph 
Wiemeyer,  marketing  vice-president  at^ 
Media  Home  Entertainment  Inc.,  whichH 
distributes  the  Nightmare  videos.  SomeH 
larger  stores  have  adopted  tougher  poliT 
cies.  Last  year,  the  Blockbuster  Enti 
tainment  Corp.  video-store  chain  start c 
requiring  parents  to  fill  out  forms  detitil 
ing  what  types  of  videos  they  will  allovv^ .  i; 
their  youngsters  to  rent.  [ 

Many  parents  are  fed  up  with  the  cur 
rent  system.  Harpool  decided  to  write 
the  Missouri  law  after  a  constituenl 
complained  that  a  local  grocery  ston 
rented  her  children,  aged  10  to  13, 
copy  of  I  Spit  on  Your  Grave,  an  unrat 
ed  slasher  "classic"  notorious  for  its  five 
graphic  castrations  and  four  rapes. 

The  public  frustration  that  promptec 
Harpool's  bill  may  force  video  stores  U 
set  some  standards,  even  if  the  Missour 
law  is  knocked  down  by  the  courts.  "Ul 
timately,  the  upshot  may  well  be  tha 
more  stores  clean  up  their  act,"  notei 
Thomas  Adams,  an  analyst  for  medii 
researcher  Paul  Kagan  Associates.  An< 
that  means  the  gruesome  Freddy  Krue 
ger  tapes  may  suffer  some  cuts  of  thei 
own  before  they're  allowed  to  go  hom^ 
with  teenagers. 

By  Lois  Therrien  in  Chicag 
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S8.75. 

OVERNIGHT  AM  DEUVERY. 
GUARANTEED. 


For  those  who  must  account  for 
bottom  lines  as  well  as  deadlines, 
there's  Express  MaiT  overnight  service. 

At  just  $8.75  for  an  8-ounce 
letter,  Express  Mail  service 
offers  you  guaranteed '  morn- 
ing delivery  between  major 
markets,  Saturday  service  at 
no  extra  charge,  and  more 


drop-off  points  than  all  of  our  competi- 
tors combined. 

So  the  next  time  you  need  to 
send  a  letter  or  document  over- 
night, use  the  package  of  price 
speed,  and  convenience  that 
only  we  can  deliver. 
Express  Mail  service  from 
your  post  office. 


^EXPRESS  MAIL  We  Deliver. 


*  Full  postage  refund  if  delivery  is  not  attempted  by  noon.  Some  restrictions  apply.  Ctieck  with  your  local  Post  Office  for  details.  ©  1989  USPS 


''Find  us  computers  that  will  let  us 
do  many  jobs  at  once,  Sinkfield,  and 
itll  he  another  feather  in  your  capV 


Howre  you  going  to  do  it? 


No  one  ('\rr  rnadr  llicir  mark  in  Inisincss  l)\  (l(>iti<i  just  one  thing 
at  a  liinc.  So  to  sta\  cojiipctitive.  vou  in'cd  voiir  coiiipiitcrs  to  do  a 
ol  htisincss  tasks  at  once. 

The  Genius  Of  Micro  Channel. Thats  why  IBM 

dcvclojKMl  tlic  IVrsoiial  Systt'ni/2  coniputcrs  with  MicroChannel 
Micro  (Channel  is  like  a  mullilane  higlmav,  so  iiilorination  can 
travel  in  lots  ol  dirc<  tiims  at  once.  With  optional  hus  master  cards 
like  liav  ing  manv  computers  in  oFie,  some  managifig  print(Ms 
and  lax  machines,  another  husv  calculating  a  spreadsheet  and  oti 
working  on  graphics  or  translerring  data.  And  Micro  (ihannel 


null 


\Hh  F^  i         '-'.f-.\vu\l?  iiwi)  PS/?  .ju-  rr-'-)islr-ffd  ir.Tlc'marks  ^nd  Micro  Channel  hr\6  OS/2  Sif'  lr,^f]f'mark'-.  t>i  Inlernalntnal  Business  Mdc  hines  Cofporation      1989  IBM  Corp 


PS/2  it 


5  all  of  this  w  ith  romarkahle  speed  and  reliabilitv. 
irally,  a  PS/2 "  with  Micro  Channel  runs  DOS  applications, 
add  OS/2  to  this  equation,  and  the  benefits  of  multitask- 
can  make  vou  and  voiu'  people  even  more  productive. 
The  Solution  Is  IBM.  i  he  I\S/2  with  Micro  Channel 
provide  you  with  solutions  not  onlv  todav  but  far  into 
future.  See  your  IBM  Authorized  Dealer  or 
1  marketing  representative.  For  a  dealer  near  vou, 
1  800  lBM-2468,  ext.  139.  And  see  how  much  ^ 
e  you  can  do  when  you  PS/2  it  I  J.'Lf  :r^M-^y 
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THE  EPA  HAS  THEM 
ALL  STIRRED  UP 


►  President  Bush's  clean-air 
offensive  is  gaining  speed. 
The  Environmental  Protection 
Agency,  fresh  from  an  en- 
forcement blitz  in  recent 
weeks  against  companies  mis- 
handling deadly  asbestos,  is 
now  raising  the  hackles  of  the 
petroleum,  steel,  and  chemical 
industries  with  a  new  plan  for 
cutting  benzene  emissions. 
Meanwhile,  utilities  are  at- 
tacking the  Administration 
for  going  too  far  on  acid  rain. 

Petroleum  refiners  and 
chemical  plants,  already  bit- 
terly opposed  to  the  clean-air 
bill's  promotion  of  so-called 
clean  fuels,  will  have  a  lot 
more  to  gripe  about.  In  late 
August,  the  EPA  was  sched- 
uled to  unveil  plans  for  chemi- 
cal and  refining  plants,  gas 
stations,  and  coke  oven  opera- 
tions, among  others,  that  re- 
lease benzene  into  the  air. 
Benzene,  one  of  the  most 
widely  used  chemicals  in  the 
U.  S.,  can  cau.se  adult  leuke- 
mia. The  EPA  claims  its  ac- 
tions will  reduce  benzene 
emissions  in  the  U.  S.  by  90'a. 
But  while  business  complains 
that  the  $1.3  billion  in  capital 
costs  is  overkill,  environmen- 
tahsts  contend  that  the  risks 
will  remain  too  great. 

Electric  utilities,  mean- 
while, came  out  swinging 
against  Bush's  [proposed  legis- 
lation to  reduce  acid  rain.  A 
new  study  prepared  for  the 
Edison  Electric  Institute  con- 
tends that  Bush's  plan  could 
cost  $120  billion  over  the  next 
20  years,  significantly  more 
than  the  Administration's  cost 
estimate.  The  F.KI  is  pushing  a 
more  flexible  jilan  that  it  says 
could  cost  20','  to  .'307'  less 
than  Bush's. 


AHOTHER  ARB 
PLEADS  GUILTY 


►  Score  another  oiie  for  the 
Justice  Dept.  On  Aug.  AO,  ar- 
bitrageur Salim  Lewis  anri  his 
firm,  S.  B.  Lewis,  became  the 
latest  in  a  line  of  prominent 


Wall  Streeters  to  succumb  to 
the  U.  S.  Attorney  in  New 
York.  Lewis  pleaded  guilty  to 
three  federal  felony  counts: 
stock  manipulation,  margin  vi- 
olations, and  helping  falsify 
records.  His  firm  pleaded 
guilty  to  two  counts.  Under 
the  plea  agreement,  Lewis 
faces  up  to  15  years  in  prison 
and  $2.75  million  in  fines.  His 
firm  faces  a  maximum  fine  of 
$1  million.  Sentencing  will 
likely  come  in  November. 

The  defendants  were  indict- 
ed in  November,  1988,  on 
charges  related  to  their  al- 
leged manipulation  of  Fire- 
man's Fund  securities.  The 
case  against  them  was  based 
on  evidence  provided  by  Boyd 
Jefferies,  the  stock  trader- 
turned-government  witness. 


COMMERCE  GETS  IHTO 
A  SOFTWARE  FEUD 


►  For  the  first  time,  the  Com- 
merce Dept.  has  agreed  to 
consider  a  case  of  alleged  un- 
fair trade  in  the  software  in- 
dustry. On  Aug.  30,  Com- 
merce agreed  to  investigate 
whether  Computer  Systems 
Advisors,  the  U.  S.  subsidiary 
of  a  Singapore  company,  has 
an  unfair  pricing  advantage 
over  U.  S.  competitors,  thanks 
to  research  subsidies  from  the 
Singapore  government. 

At  issue  is  CSA's  POSE  soft- 
ware, used  to  simplify  applica- 
tions development.  Visible 
Systems,  a  Waltham  (Mass.) 
comjjany,  complains  that  be- 


GOING . . .  GOING . . .  GONE,  FOR  $150  BILLION 


One  of  the  sideshows  to  the 
great  Texas  thrift  bailout  gives 
an  insight  into  the  unorthodox 
investment  policies  of  certain 
savings-and-loan  executives.  The 
Federal  Savings  &  Loan  Insur- 
ance Corp.  is  auctioning  off  the 
art,  antiques,  and  other  cultural 
excesses  seized  from  dozens  of 
Texas  thrifts.  Proceeds  will  be 
used  to  defray  the  bailout  cost, 
estimated  to  be  $150  billion. 

The  auctions  have  raised  $1.5  million  so  far.  On  Aug. 
4,000  bargain  hunters  crowded  into  a  Dallas  warehouse  to  b| 
on  a  crystal  eagle  (sold  for  $16,750),  a  silver  saddle  ($11,00(| 
and  a  collection  of  handmade  wagon  trains  ($35,000).  LaJ 
month  in  Houston,  FSLic  peddled  a  1957  Bentley,  carved  ell 
phant  tusks,  and  teak  furniture.  Says  auctioneer  Mark  Thorj 
as:  "It's  like  buying  a  piece  of  history."  U.  S.  taxpayers  w| 
make  a  little  history  of  their  own  when  they  shell  out 
estimated  $1,000  per  person  to  clean  up  the  S&L  mess. 


cause  the  subsidies  covered  as 
much  as  $20  million  in  startup 
costs,  CSA  can  sell  POSE  for 
about  $885.  Visible's  compet- 
ing software,  Visible  Analyst 
Workbench,  sells  for  $2,000. 
CSA  says  the  charges  are  with- 
out merit. 


KKR  MAY  DO  SOME 
LAUNDRY  IN  PUBLIC 


►  A  legal  battle  among  the 
partners  of  Kohlberg  Kravis 
Roberts  could  force  the  me- 
dia-shy buyout  firm  to  public- 
ly air  details  of  its  internal 
financing.  On  Aug.  22,  found- 
ing partner  Jerome  Kohlberg 
sued  KKR,  its  current  manag- 


ing partners,  Henry  Kravl 
and  George  Roberts,  and  KH 
Associates  in  New  York  stal 
court.  Kohlberg  left  the  firl 
two  years  ago  but  remains! 
limited  partner  with  the  rigl 
to  buy  into  certain  partna 
ship  transactions  throu^ 
1995. 

Kohlberg  claims  that  tl 
defendants  reduced  his  ori( 
nal  stake  in  four  KKR-ownl 
companies  through  recapitl 
izations  arranged  after  his  (J 
parture.  The  suit  also  allegf 
they  increased  their  own 
terests.  KKR's  response:  Ko| 
berg  is  just  plain  wrong. 


ARDENT  AND  STELLAR  I 
BECOME  ONE 


►  Two  pioneers  in  the  emeJ 
ing  market  for  superpower] 
graphics  computers  are  mei 
ing.  Ardent  Computer,  fluj 
with  funds  from  Japan's  M 
bota,  and  cash-strapped  Stj 
lar  Computer  will  combine  | 
Stardent. 

With  22'7o  of  Stardent,  I| 
bota  will  manufacture  the  tj 
companies'  incompatible  prj 
uct  lines  until  they're  inj 
grated  in  1991.  The  two 
victim  to  a  market  that  de\| 
oped  more  slowly  than  expd 
ed — and  to  stiffer  competitj 
from  workstation  mak^ 
such  as  Silicon  Graphics. 
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LufljSansa  is  a  participant  in  the  mileage  programs  of  United.  De 
USftir  and  Continental/^tern.  See  your  Travel  Agent  for  detaili 


planning  a 

^1^^^  "^^^^  much  at  sts 

The  PDwer 
of  Ideas: 

Takeover 
Defense. 


First  in  number  of  takeover  defense  transactions 
First  in  takeover  defense  "success  rate". 
F  irst  in  number  of  defense  transactions  over 
$1  billion. 

First  in  number  of  defense  transactions  under 
$250  million. 


The  power  of  ideas  is  never  more  critical  than  in 
planning  a  successful  takeover  defense.  With  so 
stake,  there's  no  place  for  cookie  cutter 
solutions.  And  no  time  for  false  moves. 
You  want  to  work  with  the  best— for 
the  quality  of  ideas  they  can  bring  to 
the  table  and  the  financial  muscle  to 
implement  them. 

First  Boston  s  dedicated  defense  team 
delivers  both.  In  the  past  five  years, 
we've  fought  to  keep  more  clients  out  of 
hostile  hands  than  any  other  firm,  with 
an  unprecedented  success  rate  in  1989 
defensive  situations.  This  history  of  pre- 
eminent success  has  been  achieved,  in 
pai  t,  because  of  First  Boston's  ability  to 
commit  its  own  capital  to  make  a  defense 
strategy  work.  Our  commitment  is 
reflected  in  a  willingness  to  provide 
more  than  $10  billion  in  bridge 
financing  in  14  defensive  situations. 

Our  record  is  equally  strong  in 
structuring  innovative  proactive 
defenses  which  increase  a  company's 
value  in  the  mai  ketplace  and  discoui  age 
opportunistic  acquirors.  During  the 
past  two  years,  we  pioneered  the  first  proactive 
prefen  ed  stock  ESOP;  the  first  use  of  a  proactive 
dividend  recapitalization;  and  the  first  substantial 
use  of  tax-efficient  installment  notes. 

In  the  area  of  proactive  defense,  we  are 
particularly  proud  of  our  "silent"  success  stories 
because  they  demonstrate  how  creative  ideas  can 
help  our  clients  stop  hostile  activity  before  it  starts. 

In  the  cun  ent  environment,  many  companies 
face  the  possibility  of  becoming  a  takeover  target 
Whatever  the  size  of  your  company  or  your  partic- 
ular situation,  om  objective  is  the  same:  to  preserve 
long-term  shareholder  value  by  turning  innovative 
ideas  into  effective  results. 


First  Ideas, 
Then  Results. 

©  First  Boston 

A  CS  First  B«>st<m  Company 
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i  SENIOR  CITIZEN  REBELLION 

IAS  CONGRESS  RETREATING  IN  DISARRAY 


Few  issues  have  stirred  the  passions  of  America's  elderly 
like  the  Medicare  Catastrophic  Coverage  Act.  Last  year, 
seniors  threatened  doom  and  defeat  to  any  politician  who 
posed  the  first  major  expansion  of  medicare  benefits  in  the 
agram's  history.  But  enthusiasm  turned  to  anger  as  the 
latively  well-off  elderly  realized  that  the  new  tax  created  to 
y  for  the  benefits  could  cost  a  couple  up  to  $1,600  this  year. 
The  result  has  been  a  silver-haired  rebellion  that  is  shaking 
Congress — and  is  likely  to  produce  major  changes  in  the 
pslation  when  lawmakers  return  in  September.  Congress 
ly  rejigger  the  program,  delay  its  start  date,  or  perhaps 
peal  it  outright.  That  became  all  but  certain  on  Aug.  17, 
len  House  Ways  &  Means  Committee 
lairman  Dan  Rostenkowski  (D-Ill.) — 
10  had  been  lukewarm  about  overhaul- 
l  the  program — was  forced  to  flee  a 
)b  of  placard-waving  senior  citizens  in 
licago. 

Members  of  Congress  resent  this 
reed  retreat.  Many  feel  that  vocal  re- 
ee  groups  pressured  them  into  pass- 
l  the  measure,  which  limits  seniors' 
:al  out-of-pocket  medical  and  drug  ex- 
nses.  Now,  groups  representing  the 
leriy  are  leading  the  charge  to  change 

They  may  win,  but  a  once-burned 
ingress  will  be  leery  of  new  benefits  such  as  long-term  care. 
Nursing-home  coverage  and  other  long-term  benefits  would 

vastly  more  expensive  than  catastrophic-illness  insurance, 
le  cost  would  have  to  be  spread  across  the  entire  working 
pulation.  Last  year,  several  proposals  would  have  increased 
cial  Security  and  medicare  payroll  taxes  for  high-income 
iployers  and  workers.  If  the  elderly  are  reluctant  to  pay  a 
latively  small  "user  fee"  for  catastrophic-illness  aid,  asks  a 
ays  &  Means  staffer,  "why  should  we  try  to  help  the  same 
pulation  and  ask  another  group  to  pay  for  it?" 
Change  in  the  program  may  now  be  inevitable,  but  it's  far 
)m  clear  exactly  what  Congress  will  do.  The  simplest  course 


would  be  outright  repeal.  But  that  would  be  embarrassing. 
Even  worse,  it  would  swell  the  budget  deficit:  Since  Congress 
designed  the  program  so  that  receipts  would  start  coming  in 
before  benefits  were  paid  out,  repeal  would  cost  $4  billion  in 
lost  tax  revenue  in  fiscal  1990. 

BUMPY  BOOKS.  More  likely  is  a  change  in  the  financing  method. 
Currently,  the  program  is  paid  for  by  a  graduated  tax  that 
applies  to  only  40%  of  the  elderly — those  with  incomes  of  more 
than  $20,000  a  year.  Just  5% — single  filers  earning  more  than 
$40,000  a  year — pay  the  maximum.  Senator  John  McCain  (R- 
Ariz.)  wants  to  eliminate  the  tax  and  find  another  way  to  pay 
for  some  limited  benefits.  Concern  over  the  deficit  impact  was 
the  main  reason  the  Senate  blocked 
McCain's  effort  to  kill  the  tax  in  July. 
McCain  says  he  plans  to  try  again:  "I 
don't  want  a  bookkeeping  problem  to 
keep  a  bad  piece  of  legislation  alive." 

Ways  &  Means  is  taking  a  more  com- 
plex approach.  A  measure  pending  be- 
fore the  panel  would  cut  the  new  tax  in 
half  and  increase  the  premium  that  all 
medicare  recipients  pay  by  $3.50  a 
month.  It  would  also  reduce  prescription- 
drug  benefits.  The  political  problem:  The 
plan  shifts  the  cost  to  the  less  well  off. 
"It  would  mean  a  tremendous  burden  to 
those  who  can  least  afford  it,"  notes  Ronald  F.  Pollack,  execu- 
tive director  of  Families  United  for  Senior  Action. 

What  Congress  finally  does  will  be  determined,  at  least  in 
part,  by  the  recommendations  of  the  Bush  Administration — 
which  has  so  far  remained  studiously  quiet  on  the  issue.  About 
the  only  facet  of  the  debate  that  evokes  general  agreement  is 
that  fixing  the  program  will  be  painful.  "There  will  be  a  lot 
more  blood  on  the  floor  before  we  get  this  resolved,"  says 
McCain.  And  that,  warns  House  Speaker  Thomas  S.  Foley  (D- 
Wash.),  "is  likely  to  make  members  much  more  conservative 
about  passing  other  long-term  health  proposals." 

By  Susan  B.  Garland 


VPITAL  WRAPUPI 


POLITICS 


^^emocrats  are  licking  their  wounds 
l^from  a  hard-fought  special  con- 
[ressional  election  in  Florida,  but  they 
eel  a  lot  better  about  an  upcoming 
ontest  in  Mississippi.  On  Aug.  29,  Re- 
tublican  Ileana  Ros-Lehtinen  became 
he  first  Cuban-American  elected  to  the 
louse  by  defeating  Gerald  F.  Rich- 
nan.  Democrat  Claude  Pepper  held  the 
eat  for  27  years  until  his  death  in 
une.  In  Mississippi,  though,  Demo- 
rats  think  they  have  a  good  shot  at 
he  seat  left  vacant  by  the  death  of 
reshman  Republican  Larkin  I.  Smith 
ri  an  August  plane  crash.  State  Attor- 
'.ey  General  Mike  Moore  has  an  early 


lead  over  the  foremost  Republican  con- 
tender, Tom  H.  Anderson  Jr. 

Democrats  should  be  able  to  keep 
one  seat  in  California  and  two  in  Tex- 
as. State  Assemblyman  Gary  Condit  is 
likely  to  succeed  former  Majority  Whip 
Tony  Coelho,  who  resigned  last  spring. 
And  Democrat  Pete  Geren  leads  going 
into  the  Sept.  12  election  to  fill  the  Fort 
Worth  seat  of  former  Speaker  Jim 
Wright.  Half  of  Houston's  black  Demo- 
crats seem  interested  in  succeeding 
Mickey  Leland,  who  was  killed  in  a 
plane  crash  in  Ethiopia.  State  Senator 
Craig  Washington  leads  now,  but  State 
Representative  Al  Edwards  and  City 
Council  member  Anthony  Hall  could 
give  him  a  stiff  challenge. 


AIR  SAFETY 


The  aviation  industry,  already  strug- 
gling with  the  problems  of  aging 
airframes,  may  soon  have  to  embark 
on  a  massive  program  to  protect  planes 
against  engine  failure.  In  the  wake  of 
a  series  of  accidents,  notably  the  DC-10 
crash  in  Sioux  City,  Iowa,  Federal  Avi- 
ation Administrator  James  B.  Busey 
has  set  up  a  task  force.  Its  report, 
expected  within  six  months,  is  likely  to 
recommend  that  most  widebody  jets  be 
retrofitted  with  additional  control  sys- 
tems. The  Iowa  crash  occurred  after 
the  breakup  of  an  engine  destroyed  the 
plane's  hydraulic  systems,  causing  the 
pilot  to  lose  control. 


HINGTON  OUTLOOK 
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SOUTH  AFRICA 


SOUTH  AFRICA: 
THE  SQUEEZE  IS  OH  , 

AS  SANaiONS  BITE  HARD,  WILL  DE  KLERK  CHOOSE  REFORM  OR  REPRESSION? 


Today,  all  over  South  Africa,  two 
moods  exist  side  by  side.  One  is 
ugly  and  all  too  familiar,  as  repres- 
sion and  violence  erupt  in  Cape  Town. 
Demonstrators  defying  apartheid  laws 
are  meeting  police  and  riot  gear  head-on 
outside  whites-only  hospitals  and  on  seg- 
regated beaches. 

The  other  mood  is  new:  It  is  one  of 
extraordinary  optimism,  as  talk  of  nego- 
tiations and  power  sharing  spreads 
among  black  militants,  Afrikaner  politi- 
cians, and  English-speaking  business- 
men. Only  a  few  years  ago,  a  person 
could  land  in  a  South  African  jail  for 
simply  wearing  a  T-shirt  emblazoned 
with  the  letters  A.vc — for  African  Na- 
tional Congress,  the  leading  black  oppo- 
sition group.  Banned  for  ;')()  years,  the 
organization  now  is  regularly  covered  in 
news  reports.  Groups  of  white  political 
and  cultural  leaders — including  Afrika- 
ners— troop  to  Lusaka,  Zambia's  capital, 
to  make  contact  with  ANC  headquarters 
while  Pretoria  looks  the  other  way. 

Into  this  crackling  climate  of  change 
and  tension  enters  Frederik  Willem  de 
Klerk,  nearly  certain  to  become  Presi- 


dent after  the  Sept.  6  parliamentary 
elections.  De  Klerk,  53,  says  South  Afri-/ 
ca  is  "on  the  threshold  of  a  new  era."  To 
this  one-time  hardliner  in  the  ruling  Na- 
tional Party,  who  now  calls  himself  a 
pragmatist,  will  fall  the  task  of  deciding 
whether  and  how  to  meet  black  aspira- 
tions and  guide  South  Africa  back  into 
international  acceptance  in  the  1990s. 
■OVER  THE  CLIFF.'  De  Klerk  will  have  a 
chance  to  seize  the  moment.  He  can 
move  boldly  to  meet  conditions  for  talks 
that  blacks  have  often  advanced,  such  as 
releasing  political  prisoners  and  ending 
the  three-year  state  of  emergency.  Or  he 
can  stifle  the  expectant  mood  with  inac- 
tion— or  more  crackdowns.  "For  better 
or  worse,"  says  a  U.  S.  Administration 
official  involved  in  the  region,  "this  will 
be  a  watershed  for  South  Africa." 

De  Klerk  will  have  little  time  to  act. 
South  Africa's  economy  is  stalling,  hit 
hard  by  inflation,  low  gold  prices,  and 
the  international  capital  boycott  imposed 
in  1986.  The  election  is  as  much  about 
the  economy  as  politics.  The  country 
faces  a  difficult  debt  rescheduling  in 
1990,  when  $8  billion  of  its  total  $21  bil- 


lion foreign  debt  comes  due.  De  Kler  >:i 
will  have  to  persuade  foreign  lender:  tto 
themselves  under  pressure  from  thei  iinj 
governments,  that  he  is  moving  towar 
reform.  Says  Christian  L.  Stals,  Reserv 
Bank  governor:  "If  we  cannot  get  at;; 
agreement  with  the  banks,  they  w^i  i:-^ 
push  us  over  the  cliff.  But  they  will  los 
billions." 

What's  more,  the  U.  S.  Congress 
watching  de  Klerk  closely  and  is  poise 
to  push  for  a  new  round  of  trade  an 
financial  sanctions  next  year  if  he  fai 
to  make  progress  on  dismantling  aparloHK 
held.  The  Bush  Administration,  unlike  ii 
predecessor,  isn't  about  to  "fall  on  ii 
sword  in  defense  of  South  Africa,"  saj 
Pauline  Baker,  an  Africa  expert  at  tl 
Carnegie  Endowment  for  Internation 
Peace  in  Washington.  Others,  includin 
the  British  Commonwealth  nations  ar 
the  European  Community,  are  also  co 
sidering  tighter  financial  sanctior 
against  the  Pretoria  government. 

The  country's  importance  as  a  bi 
wark  against  communism  in  Africa  h 
also  diminished  greatly  as  East-We 
tensions  eased.  Despite  vast  miner 
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A  NEW  WAVE  OF  DEFIANCE: 
DISPERSING  DEMONSTRATORS 
AT  A  WHITES-ONLY  BEACH 


alth,  South  Africa  is  considered  mar- 
al  to  U.  S.  strategic  interests,  and  in- 
asingly  must  work  with  other  African 
tes  to  help  end  its  economic  and  politi- 
isolation.  The  peace  accords  signed 
•lier  this  year  ending  the  civil  war  in 
mibia  and  removing  Cuban  troops 
m  Angola  gave  South  Africa  a  boost 
;h  its  neighbors,  and  de  Klerk,  who 
d  a  visit  to  the  influential  President 
Zambia,  Kenneth  Kaunda,  in  late  Au- 
5t,  seems  to  want  to  further  concilia- 
y  policies. 

RONic  CRUNCH.  But  it  is  black  resis- 
ice  at  home  and  the  impact  of  interna- 
nal  sanctions  that  hurt  the  most, 
ide  restrictions  have  been  less  than 
ter-tight  but  have  pushed  up  prices, 
i  sanctions  imposed  by  the  interna- 
tial  financial  community  are  biting 
:d.  Finance  Minister  Barend  J.  du 
(ssis  recently  railed  against  what  he 
led  "the  internationally  organized  as- 
xlt"  on  the  South  African  economy, 
e  U.  S.  General  Accounting  Office  re- 
itly  estimated  that  South  Africa  lost 
.7  million  in  exports  to  the  U.  S.  from 
de  sanctions. 


A  weak  currency  makes  paying  inter- 
est on  foreign  debt  much  more  difficult, 
and  the  government  occasionally  has  to 
sell  gold  to  build  up  dollars.  But  with 
gold  prices  low — $370  an  ounce  this 
year,  down  14% — it  has  lost  $1.2  billion 
in  foreign  exchange.  Private  and  govern- 
ment short-term  debt  together  now  ex- 
ceeds reserves  by  $400  million. 

For  a  country  accustomed  to  a  healthy 
influx  of  foreign  capital,  the  flight  of 
nearly  $25  billion  in  the  last  three  years 
has  also  been  a  heavy  blow.  South  Afri- 
can companies  have  to  pay  cash  for  im- 
ports or  accept  expensive  short-term 
credit,  and  the  squeeze  has  forced  cut- 
backs. Overall  unemployment,  including 
government-created  resettlement  areas, 
is  22%.  In  a  decade,  the  country  could 
have  a  permanent  underclass  of  2  million 
unemployed  urban  blacks,  predicts  Ron- 
ald W.  Bethlehem,  chief  economist  for 
mining  group  Johannesburg  Consolidat- 
ed Investments.  "As  sure  as  anything, 
you  can  project  an  increase  in  poverty 
and  misery  in  South  Africa,"  he  says. 

The  economic  crunch  has  also  forced 
the  government  to  walk  a  tightrope, 
flirting  with  recession  as  a  way  to  hold 
down  imports  and  inflation,  yet  trying  to 
avoid  a  deep  slump  that  could  ignite  un- 
rest. To  slow  the  economy,  the  govern- 
ment jacked  up  interest  rates  from 
12.5%  to  19%o  in  the  past  year,  and  the 
sales  tax,  now  at  13%,  has 
tripled  in  the  last  decade. 

In  Johannesburg's  wealthy 
northern  suburbs,  whites  still 
have  servants,  swimming 
pools,  and  a  Mercedes-Benz 
in  the  driveway.  But  blue-col- 
lar whites  can't  get  mort- 
gages and  are  severely 
pinched  by  the  40%  hike  in 
food  prices  in  the  past  year 
and  a  15'^  official  inflation 
rate— 30%,  unofficially.  South 
Africans  already  pay  more 
than  twice  as  much  for  cars 
as  they  did  in  1984,  and 
they're  holding  on  to  them 
for  10  years  instead  of  trad- 
ing them  in  every  four.  Yet 
spending  for  what  the  gov- 
ernment calls  security  ser- 
vices, meaning  police,  pris- 
ons, justice,  and  defense,  is 
up  22%  from  last  year  to  $5.5 


Kennedy  Maxwell,  president  of  the 
South  African  Chamber  of  Mines.  He 
links  this  directly  to  the  apartheid  educa- 
tion system,  which  spends  six  times  as 
much  on  a  white  child  as  on  a  black  one. 

Another  sign  of  lack  of  confidence  in 
the  future:  attempts  like  that  of  Min- 
orco,  an  affiliate  of  Anglo  American 
Corp.  of  South  Africa,  the  country's 
largest  company,  to  take  over  Britain's 
Consolidated  Gold  Fields  PLC  for  $5.5  bil- 
lion. The  move,  clearly  a  bid  to  diversify 
holdings  outside  the  country,  said  loudly 
to  local  business  leaders  that  South  Afri- 
ca wasn't  a  long-term  bet. 
HOG-TIED.  These  overwhelming  problems 
are  driving  de  Klerk  and  other  leaders  to 
the  negotiating  table.  The  lessons  of  the 
1980s  are  starting  to  take  hold:  There's 
no  way  out  of  South  Africa's  economic 
decline  without  significant  political  re- 
form. Yet  de  Klerk  is  hog-tied  by  his 
own  party's  growing  weakness.  The  Na- 
tional Party,  seen  by  many  conservative 
whites  as  too  liberal  and  corrupt  around 
the  edges — after  nepotism  and  corrup- 
tion scandals  this  year — is  losing  its 
right  wing  to  the  Conservative  Party. 
And  the  newly  established  Democratic 
Party  is  chipping  away  at  the  ruling  par- 
ty's liberal  wing. 

How  the  party  fares  will  determine 
just  what  stance  de  Klerk  can  take  in 
launching  any  dialogue  with  black  lead- 


De  Klerk  has  to  convince  foreign 
lenders  that  South  Africa  is  on  the  path 
to  reform — or  watch  the  economy  totter 
from  one  payment  crisis  to  another 


billion,  and  it  eats  up  23'^  of  the  entire 
national  budget. 

Despairing  of  any  social  or  economic 
progress,  the  best  and  brightest  of 
South  Africa's  professionals  and  techni- 
cians have  left  for  Britain,  Australia, 
and  America.  The  flow  has  slowed  down 
some  since  1987,  but  a  skills  shortage  is 
already  evident.  In  10  years.  South  Afri- 
ca will  lack  200,000  skilled  workers,  says 


ers.  A  strong  Conservative  showing  will 
mean  that  caution  and  the  status  quo 
will  prevail,  leaving  him  open  to  a  back- 
lash of  dashed  expectations  and  more 
international  pressure.  A  leftward  shift 
could  embolden  him  to  act  more  swiftly. 
Although  the  National  Party  is  still  ex- 
pected to  win  a  majority  of  seats  in  the 
parliamentary  election,  which  excludes 
blacks,  the  result  could  be  closer  than 
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The  Canon  Color  Laser  Copier 
500  System  and  its  digital  image  proc- 
essing technology  are  going  to  revolu- 
tionize the  way  you  look  at  color 
communication. 

By  converting  originals  into  elec- 
tronic signals,  Canon's  exclusive  tech- 
nology reproduces  images  with  256 
gradations  per  color  at  400  dots  per 


inch.  Clarity  and  definition  comparable 
to  professional  printing. 

This  unique  digital  technology 
also  makes  advanced  new  creative  func- 
tions possible.  Composing  color  layouts 
or  combining  multiple  color  originals 
can  now  be  performed  right  at  the 
copier. Copies  from  slides  and  negatives 
can  also  be  reproduced  instantly,  with 


either  a  high  rescilution  film  scann 
a  film  projector. 
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STILL  VIDEO 
STILL  VIDEO  PLAYER 
CAMERA 


COMPUTEB  IPUMD  COLOR  LASER  C( 

CANON  COLOR  LASER  COPIER  SYSTEM 


Wliether  you  need  an  alternative 
to  color  printing,  an  on  site  photo 
processor  or  an  electronic  graphics 
studio,  clearly  no  other  copier  can 


And  unlike  any  copier  before,  a 
utionary  Intelligent  Processing 
gives  the  worlds  first  digital  and 
)g  interfacing  capability.  A 
cthrough  that  allows  you  to  pro- 
full  color  copies  from  almost  any 
'onic  image  source,  including  video  1-800-OK-CANON,  or  write  to 
mputers,  offering  virtually  limit-  Canon  USA  Inc.,  RO.  Box  3900, 
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ore  whites  are  on  the  dole,  contending  with  an  inflation 
rate  that  could  be  as  high  as  30% 


ever  before.  Says  Carnegie's  Baker: 
"This  election  is  a  referendum  on  40 
years  of  National  Party  rule." 

Much  is  riding  on  the  ambitious  de 
Klerk.  He  lost  no  time  last  month  push- 
ing aside  former  President  P.  W.  Botha, 
who  was  debilitated  after  a  stroke,  to 
become  head  of  the  National  Party  and 
then  acting  President.  With  his  roots  in 
an  ultraconservative  religious  sect  in  the 
northern  Transvaal,  de  Klerk  has  for 
most  of  his  political  life  held  firmly  to 
the  idea  of  racial  separation.  As  National 
Education  Minister  when  Soweto  and 
other  townships  blew  up  over  compul- 
sory Afrikaans  instruction  for  blacks  in 
1976,  he  wouldn't  budge  on  separate 
education. 

'BAPTISM  BY  FIRE.'  But  as  Sports  Minis- 
ter, de  Klerk  felt  the  winds  of  change 
and  backed  integrated  sports.  Today,  he 
sounds  softer,  calling  for  a  totally  new 
constitution.  Yet  his  bottom  line  seems 
to  be  maintaining  group  rights,  which 
would  give  whites  veto  power  over  ma- 
jority rule.  "We  know  what  he's  not," 
says  Nico  Czypionka,  chief  economist 
for  Standard  Bank  of  South  Africa  Ltd. 
"He's  not  a  liberal." 

Many  black  South  Africans  aren't 
waiting  for  September's  election  results. 
A  new  anti-apartheid  coalition,  bringing 
together  the  ANC,  United  Democratic 
Front,  Congress  of  South  African  Trade 
Unions,  and  others,  has  launched  a  cam- 
paign of  defiance,  hoping  to  show  up  the 
limits  of  de  Klerk's  claim  that  he  rejects 
apartheid.  Says  Cyril  Ramaphosa,  leader 
of  the  National  Union  of  Mineworkers: 
"We  would  like  to  give  him  a  baptism  by 
fire  so  he  is  more  aware  that  he  has  to 


negotiate  with  the  ANC."  Deliberately 
choosing  peaceful  tactics,  the  new  Mass 
Democratic  Movement  (MDM)  is  winning 
sympathy  from  a  broad  section  of  whites 
by  tackling  such  obvious  targets  as  seg- 
regated beaches,  hospitals,  and  under- 
utilized white  schools. 

But  peaceful  demonstrations  are  al- 
ready giving  way  to  open  clashes  on  the 
Western  Cape.  Some  observers  say  that 
police  agents  are  infiltrating  the  defi- 
ance campaign  in  the  hopes  of  provoking 
violence.  The  more  violence  there  is, 
they  say,  the  more  white  voters  will  be 
attracted  to  the  Conservative  Party, 
which  many  police  support.  And  a 
strong  Conservative  showing  in  the  elec- 
tion will  in  turn  give  police  greater  clout 
in  the  new  de  Klerk  government. 

Meanwhile,  the  government,  wary  of 
arousing  international   outrage,  alter- 
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nates  between  acquiescence  and  outright 
attacks  on  protesters.  No  riot  police 
were  in  sight  when,  in  early  August, 
"restrictees,"  or  activists  who  are 
banned  from  public  speaking  and  whose 
movements  are  limited,  defied  the  rules 
and  spoke  out  at  a  public  meeting.  Yet 
weeks  later,  police  teargassed  Anglican 
Archbishop  of  Cape  Town  Desmond 
Tutu  and  a  university  rector  who  had 
gone  to  a  township  to  dissuade  black 
schoolchildren  from  storming  a  police 
station.  If  they  spread,  events  such  as 
this  could  seriously  undermine  the  frag- 
ile optimism  for  negotiations. 
NO  HONEYMOON.  Anti-apartheid  leaders 
led  by  the  ANC,  have  hammered  out  a  set 
of  conditions  that  must  be  met  before 
many  black  organizations  will  partici 
pate  in  talks  with  Pretoria.  They  include 
the  end  of  the  state  of  emergency,  re 
lease  of  political  prisoners,  including 
Nelson  Mandela,  lifting  the  ban  on  the 
ANC  and  other  organizations,  and  remov 
al  of  troops  from  the  townships.  Before 
it  will  talk,  however,  Pretoria  insists  tha 
the  ANC  renounce  violence.  Without  go 
ing  that  far,  some  of  the  ANC's  interna 
tional  allies  are  urging  moderation  so 
that  the  black  movement  doesn't  miss  ai 
historic  opportunity.  Even  if  every  condi 
tion  is  met,  and  talks  proceed,  thert 
could  still  be  years  of  strife  before  the 
ultimate  black  demand — one-person,  one 
vote — is  met. 

Can  de  Klerk  keep  South  Africa  fron 
grinding  to  a  halt?  Leaders  in  Westen 
capitals  seem  willing  to  give  him  a  hon 
eymoon,  waiting  for  his  first  acts 
President  before  they  decide  on  sane 
tions  and  debt  terms.  Some  countries 
such  as  Britain  and  West  Germany,  an 
dead  set  against  limiting  trade,  sinci 
they  are  leading  commercial  partner: 
with  South  Africa.  But  even  their  posi 
tion  could  change  if  events  turn  sour 
Much  of  South  Africa's  business  commu 
nity  recognizes  that  international  pre 
sures,  the  current  economic  malaise,  am 
the  government's  grudging  concession 
are  all  connected.  "Those  chanting  th 
mantra  of  sanctions. . .  have  played 
part  in  bringing  South  Africa  to  its  pre 
ent  crossroads,"  concedes  Maxwell,  th 
Chamber  of  Mines  president. 

South  Africa,  so  rich  in  natural  weak 
and  once  so  promising  an  industrial  pow 
erhouse,  could  head  into  a  permanei 
decline  if  it  doesn't  act  soon.  Will 
Klerk  settle  for  what  some  anti-apar 
heid  activists  call  "apartheid  with 
smile,"  or  will  he  bring  genuine  change 
With  blacks'  patience  wearing  thin,  D 
Klerk  will  get  no  honeymoon  from  then 
By  Jonathan  Kapstein.  with  Alan  Fii 
in  Johannesburg  and  Elizabeth  Weiner  , 
New  York,  Bill  Javetski  in  Washingto 
and  bureau  reports 
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SOUTH  KOREA  I 


SOUTH  KOREA'S  NEW  DESTINATION: 
THE  WILD  BLUE  YONDER 


It's  winning  major  contracts  and  technology  from  foreign  planemakers 


It  didn't  generate  many  headlines 
wlien  South  Korea's  Daewoo  Heavy 
Industries  signed  a  $108  million  con- 
tract with  Lockheed  Corp.  to  build  wing 
sections  for  the  P-7A  antisubmarine  air- 
craft. But  the  deal,  announced  on  Aug. 
28,  is  one  of  the  strongest  signs  yet  that 
Korea  is  charging  into  both  civilian  and 
defense  aerospace  industries.  Although 
the  Koreans  don't  pose  an  immediate 
threat  to  the  U.  S.,  Japan,  or  Europe, 
they  are  bent  on  establishing  themselves 
as  a  world-class  aerospace  power. 
"They're  doing  in  five 
years  what  Japan  did  in 
10,"  says  Gary  Clanton, 
of  Boeing  Co. 

The  Koreans  are  on 
the  move  across  the 
board  (table).  From 
building  small  civilian 
aircraft  to  supplying 
parts  for  Boeing  '747s, 
and  from  working  on 
new  Pratt  &  Whitney 
Co.  engines  to  co-produc- 
ing new  jet  fighters, 
they  are  obtaining  tech- 
nology from  U.  S.  and 
other  foreign  companies.  The  key  to  Ko- 
rea's ability  to  use  these  technologies  is 
no  longer  its  cheap  labor.  A  rising  cur- 
rency and  surging  wages  have  greatly 
narrowed  its  labor  advantage. 
SEOUL  STRINGERS.  What  the  Koreans  do 
have,  however,  are  new,  efficient  fac- 
tories. The  Samsung  group's  manufac- 
turing ability  has  reached  the  point,  for 
example,  that  it  just  displaced  a  long- 
time Japanese  supplier  as  the  builder  of 
"stringers"  for  Boeing  757s.  Stringers 
are  long,  thin  elements  of  an  airplane 
fuselage's  skeleton.  "We're  competitive 
in  quality  and  price  with  Japan,"  says 
Shin  Hoon-Chul,  an  adviser  to  Samsung 
Aerospace  Industries. 

The  next  building  block  in  Korea's 
aerospace  drive  could  be  put  in  place  by 
October.  The  Bush  Administration  is  ne- 
gotiating a  Korean  fighter  program  with 
Seoul  under  which  Samsung  will  co-pro- 
duce a  jet  fighter  with  either  McDonnell 
Douglas  Corp.  or  General  Dynamics 
Corp.  It  has  been  dubbed  "Son  of  FSX," 
after  a  controversy  that  arose  this 
spring  over  an  agreement  to  share  tech- 
nology with  Japan  for  an  FSX  fighter. 
The  Koreans  will  also  get  technology. 


U.  S.  and  Korean  officials  are  negoti- 
ating over  how  many  fighters  the  Kore- 
ans will  buy  off  the  shelf  as  opposed  to 
how  many  they  will  co-produce.  Industry 
sources  say  an  agreement  in  principle 
has  been  reached  under  which  Korea 
will  purchase  30  aircraft  and  co-produce 
90  in  Korea.  The  fighters,  which  will 
replace  old  Northrop  Corp.  F-5s,  will  be 
either  CD's  F-16s  or  McDonnell's  F-18s. 
The  deal  will  be  worth  $3.2  billion  if  F- 
16s  are  chosen,  $4.2  billion  if  F-18s  get 
the  nod.  A  final  agreement  is  expected 


business  only  in  1984,  now  supplies  parts 
to  GD,  Boeing,  and  British  Aerospace, 
and  in  July  it  signed  a  $150  million  con- 
tract with  Dornier  of  West  Germany  to 
supply  fuselages  for  the  33-seat  Dornier 
328  turboprop.  Daewoo  also  co-produces 
H-76  Eagle  helicopters  with  Sikorsky. 
NO  BOOMERANG.  Daewoo's  new  deal  with 
Lockheed,  however,  is  a  major  step,  be- 
cause the  Korean  company  will  be  re-j 
sponsible  for  manufacturing  entire  wingj 
sections  of  the  antisubmarine  plane, 
rather  than  merely  supplying  parts.  The] 
share  of  aerospace  in  Daewoo  Heavy's! 
$825  million  in  sales  is  a  paltry  10%,  but! 
it  should  account  for  257;  of  its  projectedl 
$1  billion  in  sales  in  1991,  analysts  say.[ 
Overall,  the  Korean  Ministry  of  Trade  &j 
Industry  projects  that  the  country  willl 
have  $'760  million  in  aerospace-related] 
production  annually  by  1992. 

So  far,  there  are  few  concerns  ml 
Washington  that  transferring  technol-l 


KOREA'S  MAJOR  AEROSPACE  VENTURES 


Company 


Project 


DAEWOO  HIAVY 
INDUSTRIES 


KOREAN  AIR 


Builds  wing  components  for  Boeing  747s 
Will  co-produce  a  33-seat  turboprop  with 
Dornier.  Has  a  $108  million  contract  to 
supply  parts  to  Lockheed 

Plans  to  build  two-  and  five-seat  planes 


SAMMI  STEEL 


Produces  the  SF-600,  a  13-seat  plane 


SAMSUNG 
AEROSPACE 


Developing  jet  engines  with  Pratt  &  Whit- 
ney. Will  co-produce  a  jet  fighter  with 
General  Dynamics  or  McDonnell  Douglas 

DATA;  BW 


before  President  Roh  Tae-Woo  visits 
Washington  in  October. 

Whichever  U.  S.  company  they  choose, 
"co-production  will  offer  Koreans  valu- 
able lessons  on  production  management 
of  aircraft,"  says  Samsung  Aerospace's 
Shin.  With  the  experience  it  gains,  Ko- 
rea wants  to  produce  its  own  combat 
aircraft  by  the  year  2000.  Bell  Helicop- 
ter, a  unit  of  Textron  Inc.,  and  United 
Technologies  Corp.'s  Sikorsky  Aircraft 
Div.  also  are  competing  for  a  new  mili- 
tary helicopter  project,  which  will  like- 
wise transfer  technology. 

Daewoo,  which  got  into  the  aerospace 


ogy  to  Korea  wil 
boomerang  agains 
U.  S.  companies.  Th( 
Koreans  are  reck 
oned  to  be  man^ 
years  behind  Japan 
which  has  a  mucl 
stronger  technolog 
cal  base.  The  F.'^ 
deal  with  Japan  in 
volves  the  design  o 
a  new  fighter 
whereas  the  Kort 
ans  will  be  produc 
ing  existing  fighters.  South  Korea  als 
faces  a  direct  military  threat  from  Nort 
Korea,  which  Japan  does  not. 

The  Koreans  may  never  possess  th 
resources  or  the  staying  power  to  con 
pete  head-on  against  Boeing,  but  the 
gains  make  it  clear  the  country  shoul 
not  be  discounted.  It  has  successfull 
entered  export  markets  for  autos,  cot 
sumer  electronics,  and  computers.  Nov 
aerospace  is  becoming  more  than  just 
distant  dream. 

By  Laxmi  Nakarmi  in  Seoul,  with  Man 
Shao  in  San  Francisco  and  Dave  Griffil) 
in  Washington 
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federal  government  are  turning  to  a 
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WEST  GERMANY  I 


KOHL  ISN'T  QUITE  OUT, 
BUT  HE  SURE  IS  DOWN 


His  fractious  party  may  dump  him  before  the  next  election 


As  he  sat  hunch- 
shouldered  and 
glum  under  the 
TV  lights  on  Aug.  28, 
West  German  Chancel- 
lor Helmut  Kohl  looked 
exhausted.  He  had  just 
survived  a  bruising 
fight.  During  a  nine- 
hour  meeting,  discon- 
tented top  party  figures 
had  come  near  to  dump- 
ing him  as  leader  of  the 
ruling  Christian  Demo- 
cratic Union. 

But  Kohl's  close  call 
could  turn  out  to  be  just 
a  temporary  reprieve. 
With  economic  growth 
rates  above  a  $10 
billion  tax  cut  set  for 
Jan.  1,  and  inflation 
heading  below  'i''/'  next 
year.  Kohl  should  be  a 
shoo-in  for  a  third  term  as  Chancellor. 
But  he  isn't.  "The  CDU  can't  win  with 
him,"  snaps  one  Frankfurt  banker. 

For  now,  Kohl  is  the  only  candidate 
for  party  chairman  at  the  CDU's  Sept.  10- 
13  annual  congress  in  Bremen.  That  po- 
sitions him  for  another  nomination  as 
Chancellor  in  the  December,  1990,  elec- 
tion. But  the  conviction  that  Kohl  is  a 
potential  loser  is  widespread  in  the  par- 
ty. Just  457'  of  all  CDU  voters  now  want 
him  to  keep  his  post.  And  party  bosses 
fear  Kohl  is  steering  them  toward  elec- 
tion losses  in  such  key  states  as  North 
Pihine-Weslphalia. 

HOUSE  DIVIDED.  To  win  a  third  term. 
Kohl  must  weld  the  dispirited  and  frac- 
tious CDU  into  a  united  party.  Recent 
losses  in  regional  elections  have  high- 
lighted divisions.  And  his  frantic  efforts 
during  Bonn's  normally  drowsy  summer 
have  flopped.  A  Cabinet  reshuffle,  a 
change  of  government  spokesmen,  and 
the  sacking  of  ('DU  Party  Secretary  and 
campaign  manager  Heiner  (Teissier — a 
close  Kohl  ally  for  12  years — did  little  to 
galvanize  the  party.  If  elections  were 
held  now,  polls  indicate  it  would  get  only 
38%  of  the  vote,  little  better  than  the 
opposition  Social  Democratic  Party. 

Kohl's  floundering  has  also  flushed 
out  a  phalanx  of  would-be  rivals  for  the 
CDU  leadership  from  Lothar  Spath, 
prime  minister  of  the  prosperous  Baden- 


Wiirttemberg  region,  to 
Bundestag  Speaker 
Rita  Siissmuth.  None  of 
Kohl's  rivals  would 
launch  a  radically  dif- 
ferent economic  policy. 
Nor  would  they  change 
his  foreign  policy  push 
toward  East-West  de- 
tente. Rather,  the  key 
issue,  as  Kohl's  party 
critics  see  it,  is  to  pre- 
vent him  from  moving 
the  CDU  dangerously  to 
the  right  by  matching 
the  anti-immigration 
l)olicies  espoused  by  the 
far  right  Republican 
Party.  Kohl  insists  that 
he  isn't  doing  that.  But 
CDU  rebels  are  con- 
vinced that  the  sacking 
of  the  middle-of-the- 
road  Geissler  shows  he 
is  moving  rightward.  They  have  made  it 
a  condition  of  their  continued  support 
that  Geissler  be  brought  back  as  a  depu- 
ty party  chairman. 

Etespite  Kohl's  reputation  as  a  shrewd 
political  operator,  he  is  now  increasingly 
out  of  step  with  senior  colleagues  and 
large  swaths  of  the  party  rank  and  file, 
and  the  voters.  That  is  an  uncanny  re- 
prise of  former  SDP  Chancellor  Helmut 
Schmidt's  situation — ^just  before  Kohl 
forced  him  from  office  in  1982. 

By  John  Tcmplcnnni  ui  Bonn 


JAPAN  I 


THE  BIRTH  OF 
A  BEHEMOTH 


Japan's  new  Mitsui  Taiyo  Kobe 
Bank  is  hungry — and  on  the  prowl 


The  way  Mitsui  Bank  officials  tell  it, 
the  deal  started  as  cocktail  chit- 
chat when  Mitsui's  president 
bumped  into  a  top  official  from  Taiyo 
Kobe  Bank  at  a  reception  last  March.  By 
Aug.  29,  that  encounter  blossomed  into 
Japan's  biggest  bank  merger  ever. 

The  new  Mitsui  Taiyo  Kobe  Bank  will 
be  a  heavyweight,  both  at  home  and 
abroad.  With  assets  of  $371  billion,  it 


will  be  the  second-largest  bank  in  the 
world,  behind  Dai-Ichi  Kangyo,  also  of 
Tokyo  (table).  "It's  a  mammoth  opera- 
tion," says  J.  Brian  Waterhouse,  deputy 
head  of  research  at  securities  dealer 
James  Capel  Pacific  in  Tokyo.  Once  the 
merger  takes  effect  Apr.  1,  it  will  bump 
New  York's  Citibank  from  the  top  10. 
FEE  HUNT.  The  new  behemoth  may  throw 
some  of  its  weight  around  in  the  U.  S. 
and  other  overseas  markets.  Mitsui  al- 
ready earns  24%  of  its  gross  profits 
from  foreign  business.  While  Taiyo  Ko- 
be's outside  earnings  are  much  smaller, 
heads  of  the  new  bank  hope  Japan's 
overseas  investment  drive  will  lure  more 
of  Taiyo  Kobe's  clients  offshore  and  so 
boost  fee  business  for  advice  on  mergers 
and  acquisitions  and  securities  under 
writing.  "We'll  have  a  lot  more  capital,' 
says  Teisuke  Kitayama,  general  manag 
er  of  Mitsui's  strategic  planning  division 
"We'll  be  in  a  stronger  position  to  invest 
overseas  than  ever  before." 

But  issues  closer  to  home  were  wha 
persuaded  Mitsui  officials  to  go  court 
ing.  Mitsui  has  far  fewer  branches  thai 
other  leading  Tokyo  banks — a  legacy  o 
the  American  occupation,  when  it  wai 
forced  to  shed  branches  as  a  way  t( 
curb  its  power  as  the  center  of  the  hugi 
Mitsui  zaibafsu  or  network  of  compa 
nies.  Later,  Mitsui  focused  on  its  corpo 
rate  lending, 
while  such  ri- 
vals  as  Sumi- 
tomo Bank  Ltd. 
and  Dai-Ichi 
Kangyo  built  up 
large  consumer 
networks  that 
now  generate 
fee  income  from 
housing  loans 
and  credit  cards. 
With  Japan's 
cash-rich  compa- 
nies not  needing 
to    borrow  as 
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much,  Mitsui  found  its  earnings  laggmJ 
Says  Stuart  J.  Matthews  of  Barclays  d| 
Zoete  Wedd  Ltd.  in  Tokyo:  "Mitsui  haj 
to  find  some  way  to  get  back  to  thj 
top." 

Other  city  banks  are  looking  for  acquj 
sitions  that  would  give  them  access  t 
more  small  borrowers,  who  pay  highd 
rates.  Some  analysts  are  betting  tha 
Sanwa  Bank  Ltd.,  which  Mitsui  Taijj 
Kobe  has  dislodged  from  Japan's  toj 
five  list  of  banks,  will  make  such 
move.  "Large  loan  and  deposit  volumd 
mean  status  and  power,"  says  Takayuj 
Sakakima,  Sanwa's  assistant  generj 
manager  for  the  Americas.  And  so  Mi 
sui  Kobe's  days  in  second  place  may  wq 
be  numbered. 

By  Ted  Holden  in  Toki 
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hternational  Outloo 


EDITED  BY  JOHN  PEARSON 


'MODERATE'  IS  NO  lONGER 
A  DIRTY  WORD  IN  IRAN 


ewly  elected  President  Hashemi  Rafsanjani  is  moving 
swiftly  to  end  Iran's  political  and  economic  isolation, 
I  just  three  months  after  the  death  of  leader  Ayatollah 
Khomeini.  He  has  excluded  from  his  Cabinet  former  Interior 
Minister  Ali  Akbar  Mohtashemi,  the  chief  patron  of  anti-West- 
ern terrorists  in  Lebanon,  and  hardline  former  Prime  Minister 
Mir  Hussein  Moussavi.  He  may  follow  up  this  purge  by  turn- 
ing to  the  West  for  capital  goods  and  credits  for  a  vast 
reconstruction  effort,  likely  to  cost  up  to  $150  billion.  "We'll 
have  more  surprises  now,"  says  R.  K.  Ramazani,  an  Iran 
expert  at  the  University  of  Virginia. 

To  tap  this  prospective  market,  European  companies  such  as 
Asea  Brown  Boveri,  Fiat,  and  IRI,  the  Italian  state  conglomer- 
ate, plan  to  take  part  in  Tehran's  trade 
fair  in  mid-September.  "We  feel  that 
things  are  going  to  start  up  there  pretty 
soon,"  says  Alessandro  Ovi,  who  man- 
ages IRl's  international  ventures.  With 
only  $5  billion  to  $6  billion  in  commercial 
debt  and  with  oil  revenue  expected  to 
double  this  year  to  $13  billion,  Iran  now 
looks  like  a  good  financial  bet. 

Rafsanjani,  55,  may  be  one  of  the  few 
politicians  able  to  heal  the  deep  divisions 
inflicted  by  the  revolution  and  the  eight- 
year  war  between  Iran  and  Iraq.  He 
boasts  impeccable  credentials,  both  as  an  Islamic  revolutionary 
and  as  a  successful  businessman  who  made  money  in  Tehran 
real  estate  in  the  1970s.  "He  has  a  clear  sense  of  where  he  is 
going,"  says  Gary  Sick,  an  Iran  specialist  who  served  on  the 
U.  S.  National  Security  Council  staff. 

BROAD  SUPPORT.  As  a  former  speaker  of  Parliament,  backed 
by  both  the  regular  armed  forces  and  the  revolutionary 
guards,  Rafsanjani  should  be  able  to  win  approval  of  his 
programs.  In  the  Cabinet  that  Parliament  confirmed  on  Aug. 
29,  a  key  figure  is  Economy  Minister  Mohsen  Nourbakhsh,  a 
monetarist  with  a  University  of  California  PhD.  Rafsanjani 
has  also  won  favor  among  the  politically  influential  bazaar 


merchants  with  his  plans  to  encourage  private  enterprise.  Anc 
he  keeps  close  ties  to  Ayatollah  Ali  Khamenei,  whom  he 
helped  pick  to  succeed  Khomeini  as  Iran's  spiritual  leader. 

Most  important,  Rafsanjani's  modernizing  plan  is  popular 
among  Iranians,  who  are  fed  up  with  food  rationing,  highj 
inflation,  and  repression.  To  lure  back  the  talents  of  Western-I 
educated  Iranians,  he  is  offering  safe  return  from  exile,  equal 
pay  for  women,  and  greater  political  freedom.  Rafsanjani'a 
aim  is  to  lay  the  foundations  for  a  modern  economy,  with  mora 
emphasis  on  scientific  research  and  education.  "Can  we  hq 
independent  without  productivity?"  he  asked  recently. 

However,  European  Community  members,  such  as  Wesi 
Germany,  may  deny  credits  to  Iran  until  Khomeini's  deatlj 
sentence  against  British  Salman  Rushdia 
is  lifted.  But  Khamenei  and  Rafsanjani 
clearly  are  not  yet  strong  enough  to  rislf 
trying  to  reverse  Khomeini's  verdict 
And  an  opening  to  the  U.  S.  would  alsd 
be  risky.  Yet  as  the  key  Iranian  in  thi 
IrsLYi-contra  affair,  Rafsanjani  knowj 
that  Tehran  will  be  hobbled  internationf 
ally  as  long  as  relations  with  the  U.  9 
remain  hostile.  And  he  wants  to  settl^ 
claims  on  an  estimated  $3.5  billion 
Iranian  assets  that  are  frozen  in  thj 
U.  S.  or  tied  up  in  legal  proceedings. 
As  his  part  of  any  deal,  Rafsanjani  would  have  to  gaij 
control  over  and  deliver  the  American  hostages  held  by  thI 
Iranian-supported  Hezbollah  network  in  Lebanon.  While  Mon 
tashemi's  removal  may  lead  in  this  direction,  extremists,  whl 
retain  influence  in  Tehran,  could  yet  try  to  scuttle  Rafsanjani'! 
moderate  moves  through  hijackings  or  hostage-taking  thai 
would  put  him  on  the  defensive.  Still,  Rafsanjani's  politica 
skill  and  reasonableness  make  Iran's  prospects  brighter  thai 
at  any  time  since  the  1979  revolution  that  opened  a  decade  c| 
turmoil. 

Bi/  Stanleij  Reed  in  New  York:  John  RossaJit  in  Rome,  and  Bi\ 
Jnvetski  in  Washington,  with  bureau  reports 


GLOBAL  WRAPUPI 


CENTRAL  AMERICA 


Family  ties  of  White  House  Chief  of 
Staff  John  H.  Sununu  in  Central 
America  are  tilting  U.  S.  policy  in  the 
region,  Costa  Rican  conservatives  com- 
plain. Brothers  and  sisters  of  Sununu's 
Salvadoran-born  mother  live  in  both  El 
Salvador  and  Costa  Rica.  Sununu's 
Costa  Rican  uncle,  wealthy  industrial- 
ist Juan  Dada,  is  a  close  friend  of  Car- 
los Manuel  Castillo,  the  candidate  of 
President  Oscar  Arias'  center-left  Na- 
tional Liberation  Party  (PLN)  in  next 
February's  presidential  election. 

Backers  of  Rafael  Angel  Calderon 
Fournier,  candidate  of  the  conservative 
Social  Christian  Unity  Party,  say  that 


the  Dada  connection  has  warmed  up 
Castillo's  ties  with  the  White  House, 
even  though  he  and  Arias  rooted  for 
Michael  S.  Dukakis.  While  Castillo  got 
an  early  invitation  to  President  Bush's 
inauguration,  Calderon  only  made  it  to 
the  event,  backers  say,  by  means  of  an 
appeal  to  Bush's  son  Jeb. 

In  Central  American  politics,  signs 
of  favor  in  Washington  are  a  valuable 
asset.  Ideologically,  Calderon  support- 
ers argue,  a  U.  S.  Republican  Adminis- 
tration should  lean  toward  their  candi- 
date. But  the  PLN  has  governed  Costa 
Rica  for  most  of  the  past  40  years.  If 
February's  election  confirms  that  pat- 
tern, the  White  House  and  Sununu's 
uncle  will  be  on  the  winning  side. 


ISRAEL 


Finance  Minister  Shimon  Peres  wi 
soon  launch  a  drive  to  raise  $1  hi 
lion  from  Jews  around  the  world  tc 
help  pay  for  a  $3  billion  plan  to  settl 
an  estimated  100,000  emigrants  fron 
the  Soviet  Union  in  Israel.  They  art 
expected  to  go  to  Israel  because  tht 
U.  S.  has  started  turning  away  Sovie 
Jews  who  are  ruled  not  to  qualify  a: 
refugees.  Of  the  26,699  Jews  who  lef 
the  Soviet  Union  through  July  thi; 
year,  only  3,196  went  to  Israel.  Bu 
around  10,000  are  waiting  for  U.  S.  vi 
sas  at  a  transit  area  near  Rome.  Mon 
and  more,  they  are  now  likely  to  op 
for  Israel  instead. 
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In  fact,  Unisys  has  dedicated  more 
than  a  million  hours  over  the  past  five 
years  alone  working  in  partnership 
with  hospitals  across  the  country  tp 
provide  comprehensive  systems,  service 
and  support. 

This  dedication  to  providing 
successful,  proven  information  solutions 
is  the  hallmark  of  our  business.  And 
it's  earned  us  the  loyalty  of  leading 
hospitals  throughout  our  25  years  in  the 
healthcare  business. 

From  the  physician's  office  to  the 
hospital  to  the  clinic,  Unisys  offers  a 
comprehensive  line  of  computer 
solutions  for  both  patient  care  and 
administration.  And  our  technical 
support  staff  is  on  call  around  the  clock. 
Of  course,  Unisys  care  and  attention 
available  to  all  customers.  For 
re  information  on  how  we  can  put 
e  power  of  ^  to  work  for  you,  call 
800-547-8362. 


ISYS  AND  YOU 
e  nnwpr  nf 


X 
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Unisys  Corporation. 


Many  people  choose  vinyl  ver- 
tical blinds  to  dress  windows 
simply  because  of  their 
beautiful,  elegant  look. 
But  there's  more  than 
meets  the  eye  with  ver- 
tical  blinds  made  of  Geon  " 
vmyl,  BFGoodrich's  brand 
name  for  PVC. 

Manufacturers  choose 


Geon  vinyl  because  it's  the  highest  quality  vin> 
in  the  world.  Which  enables  them  to  produce 
quality  vertical  blinds  that  are  fade-resistant, 
easy  to  maintain,  and  provide  long-term  dura- 
bility. Today,  blinds  made  of  Geon  vinyl  are  the 
market  leader,  popular  for  both  residential  and 
commercial  applications. 

Geon  vinyl  is  also  used  in  thousands  of  oth 
products.  From  cosmetic  bottles  to  computer 
housings,  peanut  butter  jars  to  telecommunica- 


tions,  sporting  goods  to  hospital  IV  units. 

This  most  versatile  material  was  created  in 
1926  when  BFGoodrich  discovered  how  to 
plasticize  PVC.  Today,  we're  the  largest  producer 
of  PVC  in  North  America,  among  the  largest  in 
the  world. 

The  success  of  our  Geon  Vinyl  Division 
reflects  our  traditional  strengths  — R6r'D  and  con' 
tinual  product  innovations. 

Overall  in  1988,  BFGoodrich  earned 


$196  million,  a  19.4%  return  on  equity.  And  net 
income  for  the  first  half  of  1989  of  $105  million 
set  a  record. 

Even  though  window  fashions  may  come 
and  go,  our  $2.4  billion  company  is  here  to  stay. 

BFGood 

Chemicals  and  Aerospace 


I' 
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INVESTORS  I 


MORT  MEYERSON  IS  RARING 
TO  SLIP  THE  LEASH 


His  noncompete  pact  with  EDS  expires  soon.  He'll  compete 


When  Morton  H.  Meyerson  re- 
signed after  running  Electron- 
ic Data  Systems  Corp.  for 
eiglit  years,  he  netted  $23  miUion  by  sell- 
ing his  stock.  So,  naturally,  he  went  out 
and  bought  a  big  new  home.  But  it's  not 
what  you  might  expect:  His  abandoned 
electrical  substation,  which  came  en- 
crusted with  20  years'  worth  of  pigeon 
droppings,  is  arguably  Dallas'  most  bi- 
zarre mansion.  It  features  an  abundance 
of  concrete  and  chrome,  an  indoor  foun- 
tain, exposed  plumbing,  a  20-ton  crane 
used  in  the  cleanup,  and  bedrooms  made 
of  limestone  blocks.  Meyerson  also 
transformed  the  third  floor  into 
a  concert  hall  with  9-foot-high 
acoustical  panels.  Says  his 
friend  Michael  H.  Jordan,  chief 
executive  of  Frito-Lay  Inc.: 
"Mort's  a  bit  of  a  screwball." 

That  hasn't  kept  him  from 
getting  along  with  H.  Ross 
Perot.  Appointed  president  of 
EDS  by  its  flashy  and  controver- 
sial founder,  Meyerson  assumed 
operating  duties  at  the  comput- 
er services  company  in  1978.  He 
diversified  into  the  government 
market  and  new  commercial  ar- 
eas such  as  banking,  and  he 
boosted  morale  by  increasing 
pay.  When  he  and  Perot  re- 
signed in  1986,  following  a  con- 
tentious battle  with  new  parent 
General  Motors  Corp.,  EDS  reve- 
nues had  grown  26-fold,  to  $4.3 
billion.  "He  is  the  single  person 
most  responsible  for  EDS's  suc- 
cess," Perot  says. 
NO  WALTZ.  Now,  the  51-year-old 
Meyerson  is  hunting  for  acquisi- 
tions on  his  former  employer's 
turf.  "We  don't  have  anything 
in  the  cross  hairs  yet,"  says 
Meyerson,  whose  noncompete 
agreement  with  EDS  expires  in 
December.  But  analysts  believe 
he's  looking  at  such  targets  as 
Computer  Sciences  Corp.,  a  com- 
puter services  company  that 
many  consider  undervalued,  and 
communications  network  suppli- 
er General  Electric  Information 
Services  Co.  Meyerson's  partner 
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is  financier  Richard  E.  Rainwater,  archi- 
tect of  the  Bass  family's  fortune. 

With  Rainwater's  backing,  Meyerson 
could  pose  an  immediate  threat  to  EDS 
and  its  competitors.  To  start  with, 
Meyerson  hints  that  he  might  lure  away 
some  top  EDSers,  just  as  Perot  did  last 
year  when  he  started  rival  Perot  Sys- 
tems Corp.  Notes  EDS  Chairman  Lester 
M.  Alberthal  Jr.:  "This  could  put  a  terri- 
ble strain  on  us."  Meyerson  says  he  may 
also  team  with  Perot  on  some  projects. 

Yet  no  one  expects  Meyerson  to  waltz 
back  into  the  hotly  competitive  industry 
and  become  an  instant  success.  EDS,  in 


particular,  would  be  a  big  stumbling 
block.  It  has  prospered  under  GM,  ex- 
tending into  factory  automation  and  tele- 
communications. In  1988,  EDS  had  future 
contracts  totaling  $12.7  billion,  and  the 
company  is  using  financial  muscle  pro- 
vided by  GM  to  offer  incentives  to  pro- 
spective customers.  Says  Merrill  Lynch 
&  Co.  industry  analyst  Stephen  T.  Mc- 
Clellan:  "Nobody  has  EDS's  scope." 

Besides,  Rainwater  and  Meyerson 
have  yet  to  prove  they  can  even  acquire 
a  company.  In  1987,  they  hatched  a 
scheme  to  build  "megathrifts"  by  buy- 
ing failed  Texas  savings  and  loans.  The 
audacious  plan  would  have  put  the  res- 
cue of  Texas'  $100  billion  thrift  industry 
in  Meyerson's  hands,  a  concentration  of 
power  the  feds  wouldn't  allow.  In  June, 
the  pair  teamed  with  Connecticut  money 
manager  Dort  A.  Cameron  III  to  finance 
Pan  Am  Corp.'s  $3.5  billion  bid  for 
Northwest  Airlines  Inc.  Another  former 
Bass  lieutenant,  Al  Checchi,  outbid  the 
group  by  $270  million. 

Buying  a  computer  services  company 
is  probably  a  more  logical  move  for 
Meyerson.  After  growing  up  in 
Fort  Worth,  where  his  father 
ran  an  insurance  business,  he 
graduated  from  the  University 
of  Texas,  then  joined  the  Army 
and  worked  in  data  processing. 
Next,  Meyerson  went  to  work  at 
EDS,  where  his  penchant  for  in- 
novative software  solutions 
caught  Perot's  eye.  By  the  early 
1970s,  he  had  become  Perot's 
right-hand  man. 

NO   GRIPES.    Meyerson  was 
known  as  a  quirky  boss.  After 
discovering  decaffeinated  cof- 
fee, he  banned  caffeine  from 
EDS  coffee  machines.  Because 
he's  a  vegetarian,  lunch  guests 
usually  found  meatless  menusj 
But  Perot  had  no  gripes.  As 
gesture  of  thanks  for  Meyer-] 
son's  work,  Perot  made  a  $1( 
million  donation  to  Dallas'  new) 
I.  M.  Pei-designed  symphon> 
hall.  His  gift  had  an  importani  ( 
stipulation:  The  $100  million  hal  . 
had  to  bear  Meyerson's  name. 

Meyerson  plans  to  attend  tht 
Sept.  6  opening,  but  he  may  cu 
it  close.  In  mid-August,  he  flew 
to  Norway,  where  he  and  hii 
wife,  Marlene,  hiked  througl  ' 
the  mountains.  "We're  just  en 
joying  seeing  a  new  country,' 
he  says.  It's  probably  good  tim 
ing:  Come  December,  when  hi; 
noncompete  agreement  expires 
such  leisurely  travel  may  bj 
hard  to  come  by. 

By  Keinn  Kelly  in  Dallai 


PEOrt 


"Their  revenue  has  grown  nearly  250%  in 
five  years.  Our  portfolio  should  only  be  filled 
.with  $6  billion  companies  like  that" 

— investment  banker 


MCI.  We  showed  them.  Let  us  showyouf 


The  sewn-in  Woolmark  label 
is  your  assurance  of  quality- 
tested  fabrics  made  of  the 
world's  best . .  Pure  Wool. 


In  the  office 

wool  gives  you  the  confidence  that 
you  made  the  right  choice. 


WOOL 

MAKES  LIFE  EASIER 

Your  day  begins  and  ends 
with  comforfabie  pure  wool. 


For  leisure  time 

indoors  or  outdoors  casual 
comfort  vear  round. 


After  five 

for  those  special  times  when  you 
want  to  look  your  very  best. 


arketin 


RETAILING  I 


HOW  AMES  IS 
DIGESTING  ITS  'WHALE' 


It  bought  388  Zayre  stores — and  has  already  closed  74 


If  Peter  B.  Mollis  were  a 
superstitious  man,  he 
would  probably  move  his 
office.  The  president  and  chief 
executive  of  Ames  Depart- 
ment Stores  Inc.  works  out  of 
a  building  in  Rocky  Hill, 
Conn.,  that  was  a  W.  T.  Grant 
Co.  store  before  that  big  dis- 
count retailer  went  bankrupt 
in  the  mid-1970s.  The  daily  re- 
minder of  Grant's  grim  histo- 
ry could  make  a  man  in  Hol- 
lis'  position  a  bit  uneasy. 

But  Mollis  doesn't  have 
time  to  dwell  on  the  past. 
He's  too  busy  trying  to  solve 
Ames's  own  problems  with 
the  Zayre  Corp.  discount 
chain  it  acquired  last  fall.  Hol- 
lis  picked  up  the  388  Zayre 
stores  for  $778  million  and 
overnight  more  than  doubled 
Ames's  sales,  to  $5.6  billion. 
The  Zayre  stores  strength- 
ened Ames  in  such  key  mar- 
kets as  Florida  and  made  it 
the  dominant  discount  retailer 
in  the  Northeast.  But  the  ac- 
quisition saddled  the  previous- 
ly profitable  retail  company 
with  a  hefty  debt-to-equity  ra- 
tio of  567f  and  a  loss  of  nearly  $21  mil- 
lion in  the  first  half  of  1989.  "It's  the 
case  of  a  small  company  swallowing  the 
whale,"  says  Walter  F.  Loeb,  retail  ana- 
lyst for  Morgan  Stanley  &  Co. 
PAINT  JOB.  Hollis,  a  '24-year  industry  vet- 
eran who  spent  13  of  those  years  prior 
to  1982  at  Zayre,  has  wasted  no  time  in 
getting  down  to  the  dirty  work.  In  short 
order,  he  closed  74  Zayre  stores,  with 
combined  yearly  losses  of  $50  million, 
and  sold  a  distribution  center  in  Atlanta 
to  preserve  cash.  He  halved  Zayre's  ad- 
ministrative staff,  to  1,600,  saving  near- 
ly $50  million.  And  in  July,  he  sold  155 
profitable  G.  C.  Murphy  Co.  variety 
stores  for  $80  million  to  Riklis  Family 
Corp.'s  E-II  Holdings  Inc.  The  sale  will 
reduce  debt  and  focus  management  on 
the  discount-store  business. 

Hollis  has  now  turned  his  attention  to 
the  remaining  Zayre  stores.  Surveys 
showed  that  many  suburban  customers 


thought  Zayrt'  s  stores  were  shaiili\  and 
were  angry  that  items  advertised  in 
sales  circulars  were  often  out  of  stock. 
Rather  than  try  to  resurrect  the  name, 
Hollis  rechristened  255  Zayre  stores  with 
Ames  signs  and  gave  them  each  $75,000 
worth  of  new  paint  and  fixtures.  He 
plans  to  spend  more  than  $100  million 
over  the  next  four  years  to  remodel  the 
stores,  installing  wider  aisles  and  in- 
creasing space  for  high- 
er-margin lines  such  as 
apparel.  Hollis  has  been 
doing  similar  overhauls 
of  Ames  outlets.  In  the 
70  that  have  been  remod- 
eled, sales  are  up  more 
than  lO^'. 

Hollis  says  he  will  re- 
tain the  Zayre  logo  on  61 
urban  locations,  however. 
Zayre's  biggest  strength 
was  that  it  never  lost  the 
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AIMING  FOR 
A  COMEBACK 


▲  MILLIONS  OF  DOLURS 

•ACQUIRED  388  ZAYRE  DISCOUNT  STORES 
DATA:  AMES  DEPARTMENT  STORES;  8W  ESTIMATES 


loyalty  of  inner-city  shoppers.  To  keep 
them,  Hollis  is  devising  a  separate  mer- 
chandising strategy  geared  to  ethnic 
tastes.  Clothing  styles  will  be  bolder,  for 
example. 

Ames  is  also  revamping  merchandise 
assortments  in  other  locations.  It  has 
reduced  the  number  of  bicycle  models 
Zayre  carries,  from  68  to  a  manageable 
26.  It  has  also  shut  78  automobile  tire- 
and-lube  centers.  "The  difference  with 
Zayre  is  one  of  focus  and  execution," 
says  Leslie  E.  Dietzman,  executive  vice- 
president  of  merchandising  for  Ames. 

To  keep  better  tabs  on  what's  in  stock, 
Hollis  is  spending  $70  million  this  year 
alone  to  bring  Zayre's  antiquated  inven- 
tory-control systems  into  the  21st  centu- 
ry. He  is  installing  computerized  cash 
registers,  linked  by  satellite  to  head- 
quarters, to  relay  daily  sales  data  and 
assist  in  reordering  items.  Scanning 
equipment  that  reads  prices  and  inven- 
tory information  from  bar  codes  will  be 
introduced  next  year. 
RACE  AGAINST  TIME.  Retail  analysts  have 
confidence  in  the  46-year-old  Hollis.  They 
credit  him  with  solving  a  mysterious  dis 
appearing  inventory  problem  shortly  af 
ter  he  joined  Ames  in  1986.  By  installing 
more  reliable  security  systems,  he  re- 
duced inventory  loss  from  2.7%  annually 
to  the  industry  average  of  1.3%.  Ames 
earnings  were  on  a  solid  growth  track 
before  the  Zayre  takeover.  In  1988,  net 
income  grew  38%,  to  $47.2  million.  Holli: 
took  the  bulk  of  Zayre's  restructuring  L 
costs  in  1989's  first  half,  and  analysts 
expect  him  to  have  the  company's  692  11- 
stores  back  in  the  black  by  the  fourth 
quarter.  Ames  stock  traded  in  August 
near  its  52-week  high  of  20.  Says  Salo 
mon  Brothers  Inc.  retail  analyst  Jack  D 
Seibald:  "They  took  on  a  monstrosity  al 
Zayre  and  are  turning  it  around." 

But  Hollis  is  racing  against  the  clock 
A  softening  retail  environment,  whici 
flattened  year-to-date  sales  at  store; 
open  for  more  than  12  months,  coulc 
throw  off  his  recovery  schedule.  Anc 
Ames  could  get  some  formidable  nev 
competition:  May  Department  Stores  Co 
recently  put  its  130-store,  Norwall 
(Conn.)-based  Caldor  Inc.  discount  chaii 
on  the  block.  One  possi 
ble  buyer  is  Dayton  Hud 
son  Corp.'s  Target  Store 
division,  a  much  stronge 
discount  retailer  thai 
May.  Still,  as  long  as  Ho 
lis  stays  on  his  curren 
course,  the  specter  o 
W.T.  Grant  is  likely  t 
remain  just  a  friendl 
ghost. 

By  Christopher  Tuche 
in  Rocky  Hill,  Conn. 
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AtThe  Four  Seasons  Olympic, 
[f  s  Our  Grand  IdeaThat  Makes  Us 
Seattle's  Only  Grand  Hotel. 


The  Four  Seasons  Olympic 
Hotel  was  restored  with  one 
thought  in  mind.  To  create  a  grand 
hotel  that  adapts  to  your  lifestyle. 
Never  you  to  it. 

Here,  your  needs  are  antici- 
pated. So  your  normal  routine  is 
never  compromised. That  is  our 
grand  idea.  And  its  what  we  believe 
a  grand  hotel  is  all  about. 

For  instance,  if  you  like  to 
start  your  day  with  a  six  a.m.  dip, 
our  solarium  Spa  is  waiting. 
Swim.  Sauna.  Exercise. Then  enjoy 
a  leisurely  breakfast.  Once  you Ve 
completed  the  business  at  hand, 
return.  Relax  with  a  massage. 


Ease  into  the  whirlpool.  Recline 
on  our  private  sun  deck. 

Also  experience  the  personal 
care  shown  by  all  our  staff  Take 
our  Chef  de  cuisine.  He  under- 
stands your  tastes.  And  your  hesi- 
tation to  indulge.  So,  he  created  a 
unique  Alternative  Cuisine  menu . . . 
featuring  this  area's  famous  fresh 
food  specialties. The  result:  gourmet 
cuisine,  sans  gounnet  calories. 

Most  hotels  would  consider 
a  full  health  spa  and  special  menu 
unnecessary  luxuries. To  us,  its 
only  a  small  part  of  a  grand  idea.  An 
idea  based  on  a  simple  philosophy. 
We  adapt  to  you.  Not  the  other 


way  around. That's  why  our  gra- 
cious accommodations  are  consid- 
ered such  an  exceptional  value. 

To  reserve  your  grand 
expcnence  call  (800)  332-3442  or, 
in  Scatde,  (206)  621-1700. 


Four Seasons 
Olympic 

SEATTLE 

©1987  Managed  by  Four  Seasons  Hotels.  Lid  .Cmada 


If  you  think  only  one  office  typewriter  company  has 

all  the  marbles.!] 


will 

ki 
ft 
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l 


link  again. 


Think  Canon.  In  just  a  few  short  years,  Canon  has  become  a  leader  in  the  field  of  office 
ewriters  by  developing  a  full  line  of  sturdy,  reliable  machines  with  superb  electronic  features.  Canon 
ongs  in  your  circle  of  consideration. 

Our  Custom  Series  typewriters  let  you  mix  and  match  features — memory  size,  type  of  B 
play,  etc.  You  custom  design  the  perfect  typewriter  for  each  workstation.  B 

Canon  typewriters  are  easy  to  learn  and  easy  to  use,  making  corrections 
1  text-editing  a  snap.  Plus,  they're  exceptionally  quiet. 

And  we  provide  a  comprehensive  service  and  support  system,  with 
etwork  of  over  700  My  trained  dealers  nationwide. 

So  before  you  make  up  your  mind  about  which  office 
ewriters  to  buy,  think  ^ain.  Think  Canon.  U 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot.  ^ 
•  more  information,  call  1-800-453-1900.  Or  check  the  yellow 
•es  for  the  Canon  dealer  nearest  you.  ^3  air 
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Canon. 

THINK  AGAIN.  THINK  CANON. 
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DEFENSE I 


INCOMING!  INCOMING!  ARMS  CONTRACTORS 
HEAD  FOR  THE  BUNKERS 


Massive  debt  and  tax  bills  will  make  the  looming  shakeout  all  the  more  lethal 


It  seemed  so  simple.  Ronald  Reagan, 
sounding  the  call  for  America  "to 
stand  tall,"  pledged  to  spare  no  ex- 
pense to  rebuild  the  country's  defenses. 
Weapons  makers  saw  a  potential  wind- 
fall. And  for  a  while,  they  got  it.  The 
Pentagon  doled  out  more  than  $2  trillion 
during  the  Reagan  years,  giving  produc- 
ers of  everything  from  shells  to  spy  sat- 
ellites all  the  work  they  could  handle. 

But  now  Reagan  is  back  in  California. 
A  cost-conscious  Congress  is  hacking 
away  at  programs  in  Defense's  $84  bil- 
lion procurement  budget  for  1990.  And 
suddenly,  contractors  are  finding  that,  in 
many  cases,  they're  in  worse  shape  than 


such  as  Northrop  Corp.  and  Lockheed 
Corp.  may  have  to  find  merger  partners 
if  orders  for  new  weapons  systems  con- 
tinue to  dry  up.  Lawrence  M.  Harris,  ar 
analyst  at  Bateman  Eichler,  Hill  Rich 
ards  Inc.  in  Los  Angeles,  says  that  at 
least  two  of  today's  seven  military  air- 
craft makers  could  leave  the  business  ir 
the  1990s.  In  1988  and  1989,  says  the 
Aerospace  Industries  Assn.,  these  com 
panies  will  cut  43,000  military  jobs. 

"There's  no  question  that  in  defense 
and  aerospace  the  competition  is  getting 
tougher,"  says  Hughes  Aircraft  Chair 
man  Malcolm  R.  Currie.  "So  you  tighter 
up."  Hughes  will  trim  its  payroll  by  8% 


AS  PROCUREMENT 
BUDGETS  FALL... 


...SOME  CONTRACTORS 
ARE  SUFFERING... 


...BUT  OTHERS 
ARE  THRIVING 


RETURN  ON  AVERAGE  EQUIH 
MARTIN  MARIETTA 
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▲  BILLIONS  OF  CURRENT  DOLURS 
DATA:  DEFENSE  DEPT.,  COMPANY  REPOmS 


■85 
▲  PERCENT 


-FIGURES  FOR  ROCKWEU  IN  '88  AND  '89,  NORTHROP  IN  '88,  AND 
M(DONNEa  DOUGLAS  IN  '89  EXCLUDE  NONRECURRING  GAINS 


before  Reagan  arrived.  Blinded  by  the 
promise  of  huge  new  contracts,  many 
became  careless  during  the  good  years. 
They  incurred  massive  debt  and  tax  li- 
abilities to  go  with  their  expanding  reve- 
nues. Now,  as  purchases  of  weapons  lev- 
el off,  they're  facing  their  biggest 
shakeout  in  years. 

DOGFIGHT.  Grumman  Corp.,  having  al- 
ready cut  its  34,000-member  work  force 
by  15%,  has  told  Congress  that  it  may 
have  to  order  10,000  more  layoffs  if  the 
Pentagon  proceeds  with  proposed  cancel- 
lations of  plans  to  upgrade  the  Na'vy's 
F-14  aircraft.  Weakened  by  debt  and 
cash-flow  problems,  industry  mainstays 
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THE  F-14,  TOP,  AND  B-2:  AN  IMPROVED 
FIGHTER  AND  THE  BOMBER  ARE  BUDGET  BAIT 


or  6,000  jobs,  by  the  end  of  the  year 
Other  companies,  meanwhile,  simpl; 
may  stop  doing  Pentagon  work.  Eatoi 
Corp.,  which  makes  a  glitch-ridden  avi 
onics  system  for  the  B-lB  bomber,  ha 
sold  off  four  of  its  five  defense  unit 
since  October,  1987.  On  July  24,  Hor 
eywell  Inc.  announced  that  it  may  ge 
out  of  the  torpedo-making  business  ani 
that  it  will  cut  4,000  jobs. 

A  big  culprit  in  all  this  is  the  Defens 
Dept.  Contractors  swear  that  it  persuac 
ed  them  that  the  good  times  would  ro 
on  forever — only  to  follow  that  promis 
with  deeper  cuts  than  anyone  expectecj 
I  would  say  we  got  a  raw  deal,"  con 


INDUSTR 


Add  color  to  your  communications  and 
be  the  one  they  remember.  A  copy  center  with 
a  Kodak  ColorEdge  copier  can  do  it  in  minutes. 
Call  1 800  255-3434,  Ext.  151. 

Color  makes  the  difference.  Color  makes  your 
presentations,  reports  and  overheads  more 
memorable.  And  it's  quick  and  easy.  A  copy 
center  near  you— the  one  with  the  Kodak 
ColorEdge  copier-duplicator— can  copy  your 
color  originals,  or  even  add  color  to  your 
black-and-white  originals!  ColorEdge  copiers, 
the  worlds  fastest  color  copiers,  deliver 
the  color  quality  you'd  expect  from  Kodak, 
23  times  a  minute.  Call  for  the  name  and 
address  of  the  color  copy  center  in  your  area. 

Kodak  ColorEdge  copier-duplicators. 


Sim  OUT 

INACROWD 


The  new  vision  of  Kodak 


M&r  Computers  nave 
Burlington  Northern  Railroad 
customers  raving  about  service. 


Denver,  Colorado 
May  2, 1989 


The  Burlington  Northern  National  TrackSmart*  Center  is  get- 
ting rave  reviews  from  its  customers.  And  AT&T's  distributed 
networked  computer  solution  behind  it  is  getting  rave  reviews 
from  Burlington  Northern.  Burlington  Northern's  Lonniejarrell 
tells  AT&T's  Chris  Turnquist  why  AT&T  Computers  provide  a 
better  way  to  serve  customers  of  the  longest  railroad  in  the 
country 

Lonnie:  We  want  to  be  known  for  supe- 
rior customer  service.  So  we  planned  proac- 
tive shipment  monitoring  through  a  new 
customer  service  concept— the  National 
TrackSmart  Center 

Chris:  And  better  customer  service 
means  getting  information  to  your  customers, 
in  their  reporting  format,  as  soon  as  your  reps 
have  it. 

Lonnie:  Exactly  All  we  had  to  do  was  lis- 
ten to  our  customers  to  understand  their 
transportation  information  needs.  That  was 
plenty  of  inspiration.  We  knew  then  that  we 
needed  a  system  that  would  let  our  reps 
instantly  locate  cars  and  report  shipment  sta- 
tus to  customers  immediately 

Chris:  I  remember  when  v'our  reps  could 
only  handle  one  customer  at  a  time.  They  had 
to  query  the  mainframe  databiLse  car  by  car 
And  then  manually  record  their  findings  and 
send  them  out.  Now  each  rep  can  handle  up 
to  ten  customers,  right? 

Lonnie:  Absolutely  plus  the  rep  has  more 
time  to  serve  his  customers  better  Now  they 
save  time  by  tracking  every  car  from  one  CRT. 
The  AT&T  6500  Multifunction  Communica- 
tions System  gives  them  multi-window  access 


to  two  synchronous  sessions  on  our  host,  as 
well  as  async  access  to  the  TrackSmart  applica- 
tion and  AT&T  Mail.  Both  TrackSmart  and 
AT&T  Mail  run  concurrently  on  the  AT&T 
3B2/1000  Computer. 
So  the  reps  get  informa- 
tion the  second  they 
need  it. 

Chris:  And  you're 
able  to  tap  information 
easily 

Lonnie:  Right. 
Because  you  molded 
AT&T  distributed  net- 
worked computing  to 
fit  the  Burlington 
Northern,  rather  than 
the  other  way  around. 
You  provide  it  all- 
computer  networking 
systems  and  communi- 
cations expertise.  Plus 
you  blend  it  all  together 
with  other  systems  bet- 
ter than  any  company 
I've  ever  seen. 

Chris:  1  under- 
stand one  customer 
wrote  a  BN  rep  promis- 
ing him  an  official  com- 
pany ID  naming  him 
their  Assistant  Trans- 
portation Manager 

Lonnie:  That  s 
true.  But  you  know;  if  we're  going  to  be  a  part- 
ner to  our  customers,  we  have  to  be  a  partner 
with  vendors  who  can  take  us  in  that  direction. 


The  Burlington  Northern 
Computer  Solution 

("ttochaljl^geJ 

Differentiate  Burlington  Northern 
superior  provider  of  customer  service 
I^hesoujtionJ 

A  distributed  networked  computer  soh 
tion  integrating  Burlington  Northern' 
applications  with  a  UNIX^  System  V-base< 
Informix*  4GL  database  managemen 
package.  An  AT&T  3B2/1000  Computer  is 
the  gateway  to  the  host  for  TrackSmart 
information.  The  AT&T  6500  Multifunc- 
tion Communications  System  provides 
host  access  with  four  window  ftinctions 
appearing  on  AT&T  6539  displays.  AT&T 
Mail  sets  up  an  E-mail  link  between  reps 
and  customers;  AT&T  Mail  with  Private 
Message  Exchange/TERM  is  a  private  E- 
mail  link  between  Burlington  Northern 
reps  and  TrackSmart. 

The  system  increases  the  number  of  cus- 
tomers a  representative  services  tenfold. 
Some  customers  have  indicated  Track- 
Smart  saves  them  at  least  four  hours  daily. 

Call  your  AT&T  Account  Executive,  AT&T 
Authorized  Value  Added  Reseller  or  1  800 
247-1212,  Ext.  527. 

Your  Computing  Systems 
and  Networking 
Solutions  Company 


TrjtkSnun  is  .t  rcgiMcrcd  trjdemjrk  of  liurlingtun  Nurthcrn  HailEtud  Intnrniix      fc^islcred  ttjJcrnjrk  ot  Inlnnnix  Soliu  j 
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Computer  Systems 
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plains  Peter  B.  Oram,  president  of 
Grumman's  Aircraft  Systems  Div., 
which  stands  to  lose  $2.5  billion  in  Navy 
contracts.  Adjusted  for  inflation,  this 
year's  Pentagon  procurement  budget 
will  be  11%  less  than  in  1985,  and  the 
trend  probably  will  continue.  That  could 
spell  the  end,  or  at  least  major  cutbacks, 
for  such  major  weapons  programs  as  the 
Air  Force's  $70  billion  B-2  bomber  and 
$45  billion  Advanced  Tactical  Fighter. 
Congress  will  thrash  out  what  gets  cut 
in  the  1990  budget  when  it  returns  to 
work  on  Sept.  6. 

POINTLESS  RESEARCH.  But  the  industry's 
plight  isn't  explained  entirely  by  fewer 
orders.  Contractors  have  helped  dig  a 
financial  chasm  by  deferring  taxes  on 
unfinished  projects.  It 
was  a  perfectly  legal 
option.  But  in  1985,  the 
10  large  contractors  on 
the  Standard  &  Poor's 
Aerospace  Index  de- 
ferred $7  billion  worth 
of  taxes.  That  infuriat- 
ed Congress.  Needing 
revenue,  it  changed  the 
industry's  accounting 
rules  to  eliminate  most 
tax  deferrals. 

As  a  result,  by  the 
end  of  1991  a  huge 
chunk  of  the  defense  in- 
dustry's unpaid  taxes 
will  come  due.  The  10 
aerospace  contractors, 
for  example,  must  come 
up  with  perhaps  $6  bil- 
lion between  them,  says  Howard  A.  Ru- 
bel,  an  analyst  at  C.  J.  Lawrence,  Mor- 
gan Grenfell  Inc.  For  some,  the  burden 
will  be  staggering.  General  Dynamics 
Corjj.  must  pay  an  estimated  $750  mil- 
lion over  the  next  three  years.  In  the 
same  period,  Lockheed  owes  the  govern- 
ment $1.2  billion. 

Worst  of  all,  contractors  no  longer 
may  defer  taxes  on  projects  in  the  pipe- 
line. For  the  major  aerospace  companies 
alone  that  could  mean  an  additional  $7 
billion  in  tax  liability  by  the  end  of  1991. 
"The  big  complaint  in  the  1980s  was  that 
these  guys  were  making  $100  million  a 
year  and  paying  $2  in  taxes,"  says  one 
analyst.  "Now  some  defense  companies 
will  be  making  $2  a  year  and  paying 
$100  million  in  taxes." 

The  need  to  pay  these  back  taxes  will 
force  many  defense  contractors  to  take 
on  added  debt  at  a  time  when  they  are 
already  heavily  leveraged.  Since  1980, 
the  total  debt  load  of  the  aerospace  in- 
dustry has  nearly  tripled  while  its  reve- 
nues have  less  than  doubled.  Northrop, 
for  example,  which  borrowed  heavily  to 
finance  development  of  the  B-2  bomber 
and  other  secret  projects,  has  more  than 


$1  billion  in  debt,  up  from  $65  million  a 
decade  ago. 

Such  stories  are  everywhere.  Grum- 
man, thinking  it  had  new  defense  con- 
tracts lined  up  for  advanced  versions  of 
the  Navy's  A-6  bomber  and  F-14  fighter, 
has  increased  its  debt  by  3957"  since 
1978,  to  $950  million.  Part  of  that  is  be- 
ing reserved  to  pay  back  taxes,  but  part 
has  been  spent  to  finance  proj- 
ects now  on  Congress'  chopping  block. 
Similarly,  McDonnell  Douglas  Corp.'s 
debt  has  zoomed  from  $40.5  million  in 
1984  to  $2.3  billion  to  finance  work  on 
the  ATF  fighter,  the  C-17  cargo  aircraft, 
and  other  new  military  planes. 

As  if  tax  and  debt  problems  weren't 
enough,   some  contractors  have  been 


making  imprudent  diversification  moves. 
To  reduce  its  reliance  on  the  defense 
business,  McDonnell  Douglas  spent  $382 
million  in  1984  to  expand  its  information 
systems  group.  The  idea  seemed  sound. 
But  the  timing  was  terrible.  Just  as  Mc- 
Donnell Douglas  moved  to  bolster  its 
computer  time-sharing  business,  it  hit  a 
market  downturn.  After  losing  $343  mil- 
lion in  information  services,  the  company 
recently  sold  much  of  the  group.  Belat- 
edly, most  defense  contractors  are  also 
trying  to  strengthen  their  financial  posi- 
tions. Lockheed,  for  instance,  is  selling 
real  estate  and  its  profitable  Dialog  In- 
formation Systems  Inc.  unit  to  get  mon- 
ey to  buy  back  stock  and  become  less 
vulnerable  to  takeover. 
CROWDED  TROUGH.  Stiffened  Pentagon 
rules  are  making  such  maneuvers  even 
more  necessary.  For  years,  DOD  con- 
tracts gave  defense  companies  few  in- 
centives to  cut  costs  and  operate  effi- 
ciently. But  starting  in  the  mid-1980s, 
the  ground  rules  changed.  To  save  mon- 
ey, the  Pentagon  shifted  to  fixed-price 
contracts  for  many  of  its  new  proj- 
ects and  began  insisting  that  con- 
tractors contribute  as  much  as  50%  to 


development  of  some  weapons  systems. 

Eventually,  this  money  was  supposed 
to  be  repaid  to  contract  winners.  But  in 
1988,  when  Northrop  spent  more  than  it 
had  estimated  on  a  top-secret  research 
project,  the  Pentagon  refused  to  pay  its 
cost  overrun.  That  forced  Northrop  to 
take  $300  million  in  write-downs,  start- 
ing in  1988's  fourth  quarter.  McDonnell 
Douglas  lost  $48  million  in  second  quar- 
ter, 1989,  reflecting  excessive  develop- 
ment costs  on  military  aircraft.  Al- 
though they  know  such  work  is  risky, 
major  contractors  can't  resist  it,  says 
Nathan  L.  Higginbotham,  director  of 
strategic  development  at  McDonnell  Air- 
craft Co.  With  the  Pentagon  letting  few- 
er big  contracts  these  days,  contractors 
"feel  they  have  to  com- 
pete for  everything." 

More  big  defense 
write-downs  can  be  ex- 
pected, since  fixed-price 
contracts  make  up 
about  35%  of  the  dollar 
value  of  all  new  Penta- 
gon work,  and  that  per- 
centage is  growing.  De- 
fense losses  already 
suffered  by  companies 
such  as  Boeing  Co.  and 
LTV  Corp.  could  be  "just 
the  tip  of  the  iceberg," 
says  Prudential-Bache 
Securities  Inc.  analyst 
Paul  H.  Nisbet. 

Not  all  defense  con- 
tractors have  mi 
— ^  graines.  General  Dy 
naniics,  for  one,  has  $4  billion  to  $5 
billion  in  contracts  for  16  Navy  subma- 
rines. Hughes  is  sitting  on  a  $12  billion 
order  backlog  for  missiles  and  satellites. 
And  companies  such  as  Raytheon  Co. 
and  Texas  Instruments  Inc.,  which  spent 
heavily  to  modernize  plants,  are  winning 
new  Pentagon  contracts  and  should  have 
few  financial  woes. 

But  for  the  most  part,  life  as  a  de- 
fense contractor  is  no  longer  easy.  Just 
ask  Bobby  R.  Inman,  former  deputy  di- 
rector of  the  Central  Intelligence  Agen- 
cy and  now  chairman  of  Westmark  Sys- 
tems Inc.,  which  owns  Tracor  Inc.,  a 
defense  electronics  contractor.  In  1987, 
Inman  acquired  Tracor  hoping  to  build  it 
up  with  defense  work.  Now,  "I  have 
great  difficulty  justifying  staying  in  it," 
Inman  says. 

That  isn't  yet  the  prevailing  senti- 
ment. But  there's  no  question  that  many 
companies  are  hurting.  The  steady,  al- 
most risk-free  defense  business  is  gone. 
Now,  standing  tall  and  making  a  buck 
won't  automatically  go  hand  in  hand. 

By  Eric  Schine  in  Los  Angeles,  with 
Dave  Griffiths  in  Washington  and  bureau 
reports 
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What  number  does  The  Hartford 
call  for  application  development 
productivity  insurance? 


1-800-345-DBMS. 


Dave  Amis 


Two  years  ago,  The  Hartford's 
Group  Life  &  Health  Insurance 
Operation  decided  to  modernize 
39  company-critical  information 
systems.  They  selected  Oracle  Cor- 
poration. Why? 

Because  Oracle  promised  tools 
that  would  enable  them  to  quickly 
develop  applications  with  customiza- 
ble user  interfaces,  non-procedurally 

Because  Oracle  promised  to 
become  the  world's  largest  relational 
DBMS  company 

Because  Oracle  set  out  to  be  the 
number  one  software  company  in 
customer  satisfaction. 

Oracle  delivered  it  all.  And  todav, 


'VRACLE^  tools  increased 
our  productivity 
300%  over  other  application 
development  tools." 

Jim  Bosco,  Project  Manager 
The  Hartford  Insurance  Group 


"With  SQL*Forms^^  and 
ORACLE,  we've  developed  over 
one-thousand  interactive 
screens,  without  writing  a 
single  line  of  procedural 
language  code." 

Dave  Annis,  Assistant  V  P 
The  Hartford  Insurance  Group 


over  50,000  customers  have  used 
Oracle  tools  to  build  powerful,  worid- 
class  applications.  Applications  that 
ain  on  everything  from  an  IBM  PC 
to  a  Sun  workstation  to  a  DEC  VAX 
to  an  IBM  mainframe. 

Get  your  own 

productivity  insurance 

Reserve  a  seat  in  the  next  free 
Oracle  data  management  conference 
in  your  area.  Find  out  how  Oracle's 
CASE  and  application  tools  can 
instantly  improve  your  company's 
productivity.  To  insure  yourself  a 
reservation,  call  today  Conference 
seating  is  limited. 


Copyright  ©  1989  by  Oracle  Corp 
ORACLE  and  SQL*  Forms  are  registered 
trademarks  of  Oracle  Corporation 
Other  companies  mentioned  own  numerous 
registered  trademarks  TRBA 


COMPATIBILITY  •  PORTABILITY  •  CONNECTABILITY 

Call  1-800-345-DBMS,  ext.  8350  today. 


20  Oavis  Dnre.  Beimonl.  CA  94002  ■  World  HeaOquaneis 
(415)  598-8000  ■  ORACLE  Canada  (800|  387  4407  (eicepl 
Quebec)  •  Quedec  (514)  337  0755  •  ORACLE  Systems 
Australia  61  2  959-5080  •  ORACLE  Europe  44  1  948  691 1  • 

ORACLE  Systems  Hong  Kong  852  5  266846 


CXir  one  mMon-pK^^  1 
enables  engineers  to  redefine 
T  automotive  excellence. 


Its  screen  is  21  feet  wide.  And  withi  one  million 
Dixels,  resolution  and  brightness  are  at  levels  never 
Defore  attained. 

But  high-definition  rear-projection  displays 
represent  more  than  a  quantum  leap  in  picture 
quality.  For  the  applications  of  this  technology  are 
vast  and  varied. 

These  projectors  are  finding  a  place  in  automo- 
tive engineering.  In  computer  training.  In  telecon- 


ferencing. In  traffic  control.  In  power  stations.  Ii 
CAD/CAM  systems.  In  medical  diagnosis  syste 

And  Hitachi  is  at  the  forefront  of  this  comm 
cation  revolution.  Building  displays  of  eveiy  siz 
Every  shape.  Meeting  every  need. 

This,  of  course,  should  come  as  no  suiprist 
Because  Hitachi  isn't  just  an  electronics  compa 
Or  a  computer  company.  Or  a  household  applit 
company. 


®  1989  Hitachi.  Ltd  All  rights  reserved      Picture  simulated 


Our  115,200-pixel,  5"  liquid  crystal 
color  TV  is  a  clear  standout,  too. 


Some  of  our  biggest  ideas  are  incredibly  small. 


/Ve're  a  US$48  billion  international  corpora- 
Our  20,000  products  include  telecommunica- 
equipment.  Construction  machinery.  Rail 

portation.  Everything  from  vacuum  cleaners 

>wer  plants. 

ncluding  consumer  electronics.  Such  as  you 
lere  in  our  115,200-pixel,  5"  liquid  crystal 
•  television.  It's  super  clear  And  it,  too,  is 
led  with  the  technological  excellence  found  in 


every  Hitachi  product.  No  matter  how  big.  Or  small. 
And  that's  the  bottom  line. 

•13^548,496  million,  net  sales  for  the  year  ending  March  31, 1989-  US$1  =¥132 


0HITAe 


Hitachi,  Ltd.  Tokyo,  Japan 


e  Corporation  I 

1^  ^  ■ 


PFIZER'S  PIPELINE  IS  FULL, 

BUT  WILL  THE  DRUGS  FLOW  FAST  ENOUGH? 


With  profits  down — and  takeover  talk  in  the  air — the  company  needs  products  soon 


When  Pfizer  Inc.  announced  in 
July  that  second-quarter  earn- 
ings had  dropped  by  nearly 
40%,  Wall  Street  had  a  sense  of  deja  vu. 
Almost  a  year  earlier,  SmithKline  Beck- 
man  Corp.  announced  that  its  second- 
and  third-quarter  profits  would  fall  dra- 
matically. For  SmithKline,  it  was  the  be- 
ginning of  the  end.  After  1988  earnings 
plunged  60%,  the  company  agreed  to 
merge  with  British  drug  maker  Bee- 
cham  Group  PLC  earlier  this  year. 

Is  Pfizer  headed  for  the  same  fate? 
Chairman  Edmund  T.  Pratt  Jr.  has  little 
patience  for  such  talk.  For  one  thing, 
when  SmithKline  fell  into  Beecham's 
arms,  it  had  few  new  drugs  in  the  wings 
to  make  up  for  dwindling  sales  of  its 
anti-ulcer  drug,  Tagamet.  Pfizer  has 
eight  drugs  awaiting  approval  by  the 
Food  &  Drug  Administration.  "If  the 
well  was  dry,  then  there  would  be  some- 
thing to  worry  about,"  says  Pratt. 

If  he  is  to  be  proved  right,  timing  will 
be  the  key.  Pfizer's  sagging  earnings 
can  be  traced  largely  to  unproductive 
drug  research  in  the  early  '80s.  But  the 


payoff  for  hikes  in  research  and  develop- 
ment spending  may  be  at  hand:  Three 
new  drugs  should  be  approved  by  year- 
end.  And  several  others  should  make  it 
through  the  FDA  next  year  (table).  Al- 
though the  new  products  won't  be  block- 
busters, they  will  pick  up  the  slack  as 
Pfizer's  older  drugs  run  into  stiff  compe- 
tition from  new  branded  products  and 
generics.  The  trick  will  be  for  Pfizer  to 
avoid  being  picked  off  by  an  acquirer 
before  new  drugs  can  boost  earnings. 
CHECKMATE.  The  company  is  certainly 
resourceful — even  if  that  hasn't  always 
extended  to  drug  R&D.  Although  it 
hasn't  launched  a  major  new  drug  smce 
1982,  Pfizer  has  generated  healthy  earn- 
ings gains,  in  part  by  using  tax  breaks 
and  other  financial  maneuvers — in  es- 
sence, masking  soft  operating  results 
for  three  of  the  past  four  years. 

Indeed,  a  Securities  &  Exchange  Com- 
mission ruling  deep-sixed  a  Pfizer  plan 
to  salvage  1989  earnings.  The  idea  was 
to  swap  up  to  20%  of  the  company's 
shares  for  unbundled  stock  units,  the 
doomed  package  of  securities  created 


PFIZER'S  LONG-AWAITED 
HEW  DRUGS 

PROCARDIA  XL  A  once-daily  version 
of  its  big-selling  calcium  channel 
blocker  to  treat  angina  and  hyperten- 
sion, it  should  debut  this  year.  By  , 
1991,  it  could  do  $400  million  in  sales 

CARDURA  Once-daily  antihyperten- 
sive. FDA  approval  by  yearend.  1991. 
sales  potential:  $65  million 

DIFLUCAN  An  antifungal  agentip. 
treat  dangerous  infections  suf&ed 
by  AIDs  and  cancer  patients,  it  was 
launched  in  Europe  and  Japan  this- 
year.  FDA  approval  is  expected  ift 
1990,  and  the  drug  could  achieve  $60: 
"  million  in  sales  by  1991 

SfRTRALINE  Antidepressant  that 
wijl  go  head-to-head  with  Eli  Lilly's 
bi^-selling  Prozac.  Expected 
lauM;Late  1990.  Estimated  1991 

salesW|75^  million  

DATA:  compaMv  Reports,  bear,  stearns  &  co. 


CIO  PRATT:  RAP  IS  f 
FINAUY  MTING  OPP 


last  year  by  Shearson  Lehman  Huttonj 
Inc.  'The  transaction  would  have  reduced  I 
the  number  of  common  shares,  thus  in- 
creasing earnings  per  share.  "Pfizer  des- 
perately needed  the  unbundled  stock  I 
units,"  says  Neil  Sweig,  a  drug  analyst) 
at  Prudential-Bache  Securities  Inc. 
Pfizer  withdrew  the  plan  earHer  this 
year  after  the  SEC  ruled  the  units  would 
be  treated  as  outstanding  shares  in  de- 
termining earnings. 

Its  financial  moves  exhausted,  Pfizer's 
profits  are  expected  to  slip  7%  this  year, 
to  $736  million  on  $5.5  billion  in  reve- 
nues. And  it  could  get  worse.  Pfizer  has  • 
several  important  drugs  coming  off  pat- 
ent: Minipress,  a  $250  million  antihyper- 
tensive, lost  its  exclusivity  in  May.  Its 
two  biggest  sellers — the  $364  million  ; 
cardiovascular  drug  Procardia  and  $616  !!£ 
million  antiarthritic  Feldene — lose  their 
patents  in  1991  and  1992,  respectively. 
There's  reason  for  concern:  It  is  not  un- 
usual for  a  branded  pharmaceutical  to 
lose  half  of  its  sales  in  the  two  years  ■ 
after  its  patent  expires. 
The  wild  card,  of  course,  is  when  some 
of  Pfizer's  new  drugs  " 
will  get  FDA  approval. 
But    Pfizer    expects  ; 
some  action  soon.  Once- 
a-day  versions  of  Pro- 
cardia and  Minipress 
have  been  under  FDA  re- 
view longer  than  3C 
months,  the  normal  ap 
proval  time.  Procardig 
XL  will  treat  angina,  as  . 
it  does  now,  and  hj^jerf 
tension — a  much  large/ 
market.  But  it  alreadjj 
has  lots  of  competition! 
The  FDA  has  approved 
similar  drugs  from  Marl 
ion  Laboratories  anq 
G.  D.  Searle  &  Co. 

SHORT-HANDED.  WhilJ 

Pfizer  may  be  chideJ 
for  taking  so  long  to  fill 
its  drug  pipeline,  it  cerl 
tainly  has  no  control 
over  the  FDA's  timing! 
The  agency  has  10^ 
fewer  staffers  than  1 
decade  ago,  while  th| 
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When  the  publishers  of  this  many  newspapers 
aU  agree  (m  anything,that^  news. 

But  that  was  the  story 
when  agroup  of  indastry  experts  said, 

"Let's  reach  a  little  hi^er." 


MR.  GledhiU 

Director  of  Produetion 


In  recent  years,  the  newspaper  business  has  been  faced  with  an 
increasing  need  to  print  more  color  Unfortunately  until  recently  color 
could  only  be  added  at  the  cost  of  overall  page  count.  But  thanks  to 
an  industrywide  advisory  group  formed  by  Goss  Products,  the  gr^hic 
systems  people  of  Rockwell,  newspapers  are  now  able  to  have  their  cake 
and  eat  it,  too.  Here's  the  story  from  the  people  who  made  it  happen. 


JhePalm  Be; 


M<  ^ira^flerk  Of  courts  „sed  Office 


Thomas  M .  Cox 

Production  Director 
The  New  York  Times 


Michael  Bella 

Vice  President 
Production  Director 
The  Times  Journal  Co. 


Mike  Kienzle 

Director,  Marketing  &  Sales 
Graphic  Systems  Division 
Rockwell  International 


Kienzle:  Today's  daily  newspapers 
need  the  ability  to  compete  with  other 
media  for  advertising  revenues— 
tv,  magazines,  preprinted  inserts. 

Gledhill:  Well,  ifs  no  longer  a  black 
and  white  world.  As  we  told  RockweU, 
we  wanted  the  ability  to  print  a  fidl 
96-page  Los  Angeles  Times -Amg  with 
process  color 

Cox:  I  first  got  involved  when  my 
boss  came  in  and  said,  "The  Grey  Ladys 
going  color"  That  was  a  first  for  us. 

Kienzle:  The  original  idea  for  tlie 
Colorliner  press  went  back  to  some  dis- 
cussions we  were  having  with  Gannett, 
isn't  that  right,  Danny? 

Mach^:  1  thoL^t  it  was  all  your  idea. 

Kienzle:  WeU  sure  it  was.  But  tliose 
initial  discussions  led  the  engineers  to 
putting  some  circles  on  paper  to  see  how 
we  could  do  things  better  Then  Danny^ 
guys  built,  would  you  believe,  a  plywood 
mockup  of  the  Colorliner 

Bella:  Actually,  it  looked  pretty  good 
made  out  of  wood. 

Cox:  It  was  certainly  die  first 
wooden  press  we  ever  bought 

Mach^:  These  guys  climbed  ;tll 


over  that  thing.  And  they  were  not 
at  all  bashful  about  telling  us  what 
they  thought. 

Bella:  That  group  had  a  lot  of 
input  on  the  design.  I  think  it  was  the 
first  time  I  ever  saw  Goss  (or  anybody 
else)  sit  down  widi  a  group  of  people 
and  say,  "Look,  tell  us  what  you  tliink 
about  this.  Ifs  important" 

Kienzle:  I  tliink  we've  done  more 
customizing  to  customers'  wants  and 
needs  than  ever  before  in  the  history 
of  our  company 

Cox:  You  had  the  feeling  that  they 
were  working  with  you . . .  that  you  had 
input  into  die  design  and  manufacture 
of  your  press. 

Bella:  Right  Everybody  wanted 
somediing  different  We  chose  a  ver\' 
colorful  press,  a  press  diat  can  open 
doors  for  us  in  commercial  printing. 

Gledhill:  All  we  w;inted  was  a 
press  that  would  put  us  in  the  forefront 
of  technology  for  die  next  40  years. 

Mach^:  Obviously  we  can't  do 
everything  everybod)'^  way  We  have  to 
make  some  final  calls. 

Bella:  But  there  really  did  seem  to 


be  a  middle  ground  diat  everybody's 
happy  widi.  We've  got  our  first  press  up 
and  running  and  I'm  sure  that  soon 
we'll  have  anodier  meeting  to  get  back 
togedier  and  say  "We've  got  some  of 
diese  presses  running  now  and  here's 
wtiat  we're  finding." 

Kienzle:  You'll  be  glad  to  hear  its 
already  in  die  works,  Mickey 

Cox:  The  one  diing  you  c^ui  say 
is  die  people  are  customer  oriented. 
I  don't  care  how  long  you've  had  a 
Goss  press,  die/re  going  to  back  you  up. 

Lets  reach  a  little  higher. 
Rockwell's  Graphic  Systems  Division  is 
an  acknowledged  leader  in  lai^e  news- 
paper printing  presses  and  part  of  our 
international  team  of  more  dian  100,000 
Rockwell  people.  Working  together 
and  widi  our  customers,  we  apply 
science  and  technology  to  reach  a  litde 
higher  in  aerospace,  electronics,  auto- 
motive, industrial  automation  and 
graphic  systems.  If  you'd  like  to  know 
more,  write:  RockweU  International, 
PC).  Box  39185,  Department  815B-03, 
Los  Angeles,  CA  90039. 


Rockwell 
International 


..where  science  gets  down  to  business 


In  a  recent  landmark  ruling, 
the  Food  and  Drug  Administration 
stated  that  no  product  could 
prove  it  grew  hair  except.,. 


Ro^aine 

Sluton  ^-'minoxidil  2% 


No  product  except  Rogaiue  could  prove  to  the 
Food  and  Drug  Administration  (FDA)  that  it 
grows  hair.  Roganw,  with  its  active  ingredient 
minoxidil,  has  been  available  by  a  prescription 
for  almost  a  year  for  male  pattern  baldness  of  the 
crown.  Rogaiiie  is  made  by  The  Upjohn  Corn- 
any,  a  respected  pharmaceutical  manufacturer 
or  over  100  years. 

The  one  and  only,  according  to  the  FDA. 

You  may  have  read  in  the  news  lately  about 
other  products  that  claim  to  grow  hair  or  prevent 
hair  loss.  A  recent  ruling  by  the  FDA  recognized  that 
only  Rogaine  has  been  proven  to  be  effective  and  safe  for  hair 
growth.  Further,  the  FDA  stated  that  the  ingredients  in  all 
other  products  that  say  thev  grow  hair  or  prevent  hair  loss  are 
"ineffective."  it  recommended  that  "these  products  be  elimi- 
nated from  the. .  .market" 

Rogaine  grows  hair  for  a  good  percentage  of  men. 

Your  doctor  wiJl  help  vou  determine  how  good  a  candidate 
you  are  for  treatment  with  Ros^amc.  Each  individual  responds 
differently. 

In  meciical  tests  conducted  by  doctors  on  men  through- 
out the  United  States  over    'welve-month  period,  it  was 
proven  that  Rogatne  grew  h      397,  had  moderate  to  dense 
regrowth,  37%  had  minimal  i   -rowth,  13%  grew 


sott,  down\-,  colorless  hair  that  was  barely  visible, 
and  11%  had  no  regrowth.  (In  these  same  medi- 
cal tests,  the  men  using  Ro'^auic  evaluated  their 
moderate  to  dense  regrowth  at  an  even  higher 
rate,  48% ). 

Few  of  the  men  in  the  tests  reported  side 
effects.  The  most  common  side  effect  of  Rogauie 
was  itching  of  the  scalp,  which  occurred  in  5% 
of  the  men. 

Generallv,  it  takes  four  months  of  use  before  there 
IS  evidence  of  regrowth. 

Nearly  two  million  men  have  started  using 
Rogaine.  Should  you? 

More  and  more  doctors  are  confidently  prescribing 
Rogaine  for  more  and  more  men  every  dav. 

If  the  FDA  ruling  hasn't  convinced  you  to  trv  it, 
consider  this  fact:  two  million  men  have  tried  it  already. 

It  just  might  work  for  vou. 

So  call  vour  doctor  for  an  appointment.  Or,  for  more 
information,  a  list  of  doctors  near  vou,  and  a  certificate 
worth  $10  as  an  incentive  to  visit  your  doctor 
(sorrv,  this  offer  is  available  for  men  only), 
call  tfie  toll  free  number  below. 

1-800-253-7300,  ext.  401. 


l'W9  The  Up)ohn  Company 


J  3i,!63 


August  1989 


Upjohn 


For  a  summary  of  product  mformation,  see  ad)oining  page. 


The  only  product  ever  proven 
to  grow  hair 


Ro^aine 

soLUTON  ^^minoxidil  2% 


ROGAINE  Topical  Solution 
(minoildll  2%) 
What  is  ROGAINE? 

ROGAINE  Topical  Soiuiion,  discovered  and  made  by  The  Upiohn  Company,  is  a  standardized  topical  (tor  use  only  on  the  skin) 
prescription  medication  proved  etiective  lor  the  long-term  treatment  o(  male  pattern  baldness  of  the  crown 

ROGAINE  IS  the  only  topical  solution  of  minoxidil  Minoxidil  m  tablet  torm  has  been  used  since  1980  to  lower  tilood  pressure 
The  use  ot  minoxidil  tablets  is  limited  to  treatment  ol  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  in 
tablet  torm  is  used  to  lower  blood  pressure,  certain  effects  that  merit  your  attention  may  occur  These  ettects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  of  absorption  of  minoxidil,  much  lower  than  that  ot  persons 
being  treated  with  minoxidil  tablets  tor  high  blood  pressure  Therefore,  the  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  eflects  associated  with  minoxidil  tablets  is  very  small  In  fact,  none  ol  these  effects  has  been  directly 
attributed  to  ROGAINE  m  clinical  studies 
How  toon  can  I  oipect  results  from  using  ROGAINE? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  taster  results  than  others,  others  may  respond  with  a  slower  rate  of  hair  growth  You 
should  nol  expecl  visible  growth  m  less  than  four  months 
II I  rospond  to  ROGAINE.  what  will  the  hair  took  Ilka? 

If  you  have  very  httle  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  soft,  downy,  colorless  hair  that  is  barely 
visible  After  further  treatment  the  new  hair  should  be  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  It  you  start 
with  subsianiial  hair,  the  new  hair  should  be  ol  the  same  color  and  thickness  as  the  rest  ol  your  hair 
How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  IS  a  treatment,  nol  a  cure  II  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  after  a  reasonable  period  of  time  (at 
least  tour  months  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
What  happens  if  1  stop  using  ROGAINE?  INill  I  keep  the  new  hair? 

II  you  stop  using  ROGAINE,  you  will  probably  shed  the  new  hair  within  a  few  months  after  stopping  treatment 

What  is  the  dosage  of  ROGAINE? 

You  should  apply  a  1  mL  dose  of  ROGAINE  two  times  a  day,  once  in  the  morning  and  once  at  night,  t>efore  bedtime  Each 
bottle  should  last  about  30  days  (one  month)  The  applicators  m  each  package  of  ROGAINE  are  designed  to  apply  the  correct 
amount  of  ROGAINE  with  each  application  Please  refer  lo  the  Instructions  tor  Use 
What  if  1  miss  a  dose  or  forget  to  use  ROGAINE? 

II  you  miss  one  or  two  daily  applications  ot  ROGAINE,  you  should  restart  your  twice-daily  application  and  return  lo  your 
usual  S'-hedule  You  should  not  attempt  lo  make  up  lor  missed  applications 
Can  I  use  ROGAINE  more  than  twice  a  day?  Will  it  work  faster? 

No  Studies  by  The  Upiohn  Company  have  been  carefully  conducted  to  determine  the  correct  amount  of  ROGAINE  to  use  to 
obtain  the  most  satisfactory  results  More  frequent  applications  or  use  ot  larger  doses  (more  than  one  mL  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  the  possibility  of  side  effects 
What  aro  the  most  coalmen  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Studies  ol  patients  using  ROGAINE  have  shown  that  the  most  common  adverse  effects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skin  irritations  of  the  treated  area  of  the  scalp  About  5%  ot  patients  had  these 
complaints 

Other  side  eltects,  including  light-headedness,  dizziness,  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 

What  aro  some  of  the  side  effects  people  hafo  reported? 

The  frequency  ol  side  ettects  listed  below  was  similar,  except  for  dermalologic  reactions,  in  the  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis,  upper  respiratory  mfection,  sinusitis),  Dermatologic  (irnlant  or  allergic  contact  dermatitis, 
eczema,  hyperlnchosis,  local  erythema,  pruritus,  dry  skin/scalp  flaking,  exacerbation  of  hair  loss,  alopecia).  Gastrointestinal 
(diarrhea,  nausea,  vomiting).  Neurology  (headache,  dizziness,  famtness,  lighl-headedness).Wuscu'05*;e/efa/ (fractures,  back 
pain,  tendinitis).  Cardiovascular  (edema,  chest  pain,  blood  pressure  increases/decreases,  palpitation,  pulse  rate  increases/ 
decreases).  Allergy  (nonspecific  allergic  reactions,  hives,  allergic  rhinitis,  facial  swelling  and  sensitivity).  Special  Senses 
(coniunclivitis,  ear  mfeclions,  vertigo,  visual  disturbances,  including  decreased  visual  acuity),  Metabolic-Nutritional  (edema, 
weight  gam).  Urinary  Tract  (urinary  tract  inleclions,  renal  calculi,  urethritis).  Genital  Tract  (prostatitis,  epididymitis,  sexual 
dysfunction)  Psychiatric  (anxiety,  depression,  fatigue).  Hematology  (lymphadenopathy,  thrombocytopenia).  Endocrine 
Individuals  who  are  hypersensitive  lo  minoxidil,  propylene  glycol  or  ethanol  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  of  the  eyes,  mucous  membranes,  or 
sensilive  skin  areas  if  ROGAINE  accidentally  gets  into  tnese  areas  bathe  the  area  with  large  amounts  of  cool  tap  water  Contact 
your  doctor  it  irritation  persists 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Although  serious  side  effects  have  not  been  attributed  to  ROGAINE  .n  clinical  studies,  there  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  in  ROGAINE  Topical  Solution  is  the  sane  as  m  minoxidil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries,  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  of  fluid  and  increased  heart  rate  The  following  eflects  have  occurred 
in  some  patients  taking  minoxidil  tablets  tor  high  blood  pressure 

Increased  heart  rate  Some  patients  have  reported  that  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute. 
Rapid  weight  gam  ol  more  than  5  pounds  or  swelling  (edema)  ol  the  face,  hands,  ankles,  or  stomach  area,  Dilliculty  m 
breathing  especially  when  lying  down,  a  result  of  an  increase  m  body  fluids  or  fluid  around  the  heart.  Worsening  of,  or  new 
onset  of,  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skin,  very  little  minoxidil  is  absorbed  and  the  possible  effects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  of  ROGAINE  If,  however,  you  experience  any  of  the  possible  side  effects 
listed,  discontinue  use  ol  ROGAINE  and  consult  your  doctor  Presumably,  such  ettects  would  be  most  likely  il  greater 
absorption  occurred  e  g  ,  because  ROGAINE  was  used  on  damaged  or  inflamed  shm  or  m  greater  than  recommended 
amounts 

In  animal  studies,  minoxidil,  m  doses  fiigher  than  would  be  obtained  Irom  topical  use  m  people,  has  caused  important  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  lor  high  blood  pressure  at  ellective 

doses 

What  facturs  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  oi  the  presence  ot  or  predisposition  to  heart  lailure 
would  be  at  particular  risk  if  systemic  ettecis  (that  is  increased  heart  rate  or  fluid  retention)  ol  minoxidil  were  to  occur 
Physicians,  and  patients  with  these  kinds  ot  underlying  diseases,  should  be  conscious  ot  the  potential  risk  ot  treatment  if  they 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  the  scalp  and  should  not  be  used  on  other  parts  ol  the  body,  because  absorption  ol 
minoxidil  may  be  increased  and  the  risk  ol  side  ellecis  may  become  greater  You  should  not  use  ROGAINE  il  your  scalp  becomes 
irritated  or  is  sunburned,  and  you  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 
Can  men  with  high  blood  pressure  us«t  ROGAINE? 

Individuals  with  hypertension  including  those  under  treatment  with  antihypertensive  agents,  can  use  ROGAINE  but  should 
be  monitored  closely  by  their  doctor  Patients  taking  guanethidme  lor  high  blood  pressure  should  not  use  ROGAINE 

Should  any  precautions  be  followed? 

Individuals  using  ROGAINE  should  be  momtored  by  their  physician  one  month  alter  starting  ROGAINE  and  at  least  every  six 
months  afterward  Discontinue  ROGAINE  il  systemic  ettects  occur 

Do  not  use  it  m  coniunction  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  lor  topical  use  only  Each  mL  contains  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  systemic  eflects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  effects  on  labor  and  delivery  are  not  known  Pediatric  use  Salely  and  effectiveness  has  not  been  established 
under  age  18 

Caution  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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workload  has  doubled,  according  to  Ira 
S.  Loss,  vice-president  of  the  Washing- 
ton Analysis  Group.  Also,  since  1988,  the 
FDA  has  been  devoting  more  of  its  atten- 
tion to  drugs  that  treat  cancer,  AIDS,  and 
Alzheimer's  disease. 

This  puts  Pfizer  at  a  disadvantage  in 
getting  speedy  approval  for  cardiovascu- 
lar drugs.  But  it  could  benefit  the  com- 
pany's Diflucan,  an  antifungal  agent 
that  combats  infections  suffered  by  pa- 
tients w^ith  AIDS  and  cancer.  Diflucan 
was  recently  introduced  in  Europe  and 
Japan  and  could  eventually  achieve  sales 
of  $300  million  to  $400  million,  says  Ste- 
phen Buermann,  a  drug  analyst  with 
Merrill  Lynch  &  Co. 

Yet  another  promising  drug  waiting  in 
the  wings:  sertraline,  an  antidepressant 
that  will  compete  with  Eli  Lilly  &  Co.'s 
Prozac,  which  is  expected  to  have  $300 
million  in  sales  in  1989.  Sertraline  is  like- 
ly to  have  modest  sales  of  $20  million  in 


Pfizer  would  be  an  attractive 

target:  It  is  sitting  on 
$1.6  billion  in  cash  and  has 
practically  no  debt 


1990  but  could  show  dramatic  growth  if 
ultimately  approved  for  weight  reduc- 
tion. Further  out,  there's  the  artificial 
sweetener  alitiime. 

THE  BEST  DEFENSE.  Pratt  is  Certainly 
confident.  He's  boosting  the  size  of  his 
sales  force  by  20%  and  is  poised  to  spend 
big  on  new-product  launches.  He  says 
Pfizer  will  return  to  double-digit  profit 
growth  by  1991.  For  its  part.  Wall  Street 
senses  weakness  and  has  bid  up  the 
company's  stock  price  ever  since  Squibb 
Corp.  and  Bristol-Myers  Co.  decided  to 
merge  in  July. 

Pfizer  would  be  an  attractive  take- 
over. It's  sitting  on  $1.6  billion  in  cash 
and  has  practically  no  debt.  A  potential 
acquirer  could  go  deep  in  the  hole  to  buy 
the  company  and  sell  its  specialty  chemi- 
cal, materials  science,  and  agriculture 
operations  to  reduce  debt.  But  Pratt 
says  no  way — he  would  "fight  a  take- 
over because  it's  not  good  for  the  com- 
pany or  the  country." 

For  now,  anyway,  he  thinks  he  has 
insurance  against  such  an  event.  If  an 
acquirer  added  a  30%  premium  to  the 
recent  stock  price  of  67  or  so,  a  Pfizer 
takeover  would  cost  a  hefty  $14.8  billion. 
Pfizer  may  seem  a  tough  takeover  candi- 
date now,  but  if  those  new  products 
don't  start  rolling  out  soon,  it  may  be 
deja  vu  all  over  again. 

By  Monica  Roman  in  New  York 
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Everything  OS/2  can  do  for  you. . . 


08/2'"  includes  a  built-in 
jjraphiral  interface 
so  its  easy  to  use. 


()S/2  lets  \(>u  run  vour 

DOS  projLjranis  plus  hundreds 

ot  programs  DOS  can't. 


IBM  Operating  System/2" 

Installation  Diskette 


OS/2  provides  an  optional 
Comnuinications  Manager 
which  allows  easy  networking. 


()S/2  lets  vou  keep  two  or  more 
•programs  running  at  the  same  time, 
so  vou  can  do  more. 


OS/2  lets  vou  run  programs  larger 
than  6Klk,  so  vou  can  use 
more  powerful  applications. 


Version  1  10    Copyright  Inlernational  Business 
Machines  Corp  1981.1988 
Licensed  Material  -  Program  Property  ol  IBM  - 
Ail  flights  Reserved 

Copyright  Microsoft  Corp  19R1  1988 
Note  to  US  Government  Users  -  RESTRICTED 
RIGHTS  LEGEND  —  Use.  duplication,  or  disclosure 
IS  subject  to  restrictions  in  GSA  ADP  Schedule 
Contract  with  IBM  Corp, 


OS/2  lets  vou  take  lull  advantage 
of  Micro  (IhanneL" 


\ 


OS/2  lets  vou  take  advantage 
of  386'"  power. 


OS/2  provides  an  optional 
Database  Manager  to  make 
managing  information  easy. 


This  offer  lets  you  do  for  less. 

Ri^lit  now.  wht'ii  v<»u  choose  OS/2,  vou  can  get  Iroin  $100 
to  $l.()00  hack  on  the  kind  ol  heavy  dutv  nieniorv  that  only 
()S/l!  can  handle.  With  this  oiler,  the  more  memory  you  huy  (up 
to  (S\lh).  tlie  higger  your  rehate. 

I'lus  vou  can  iiet  thousands  of  dollars  in  rehates  on  over  100 
dillerent  ()S/2  programs.  You  can  also  get  hundreds  ol  dollars  hack 
on  modems,  accessory  cards  and  hardware — all  the  things  that 
help  you  do  more  work  in  less  time  with  ()S/2. 

So  il  you  re  ready  tf)  move  up  to  all  the  real  advantages  ol 
( )S/2.  ask  y(»ur  IBM  Authorized  Dealer  ahout  these  rehates  today. 
To  lind  the  dealer  nearest  you  call  1  800  lBM-24()8,  ext  128.  ' 


OS;-?  Opt'^rifiq  Sy^teoi/?  ami  Micro  Cfi^nfiei  afe  iratlemafk'i  and  IBM  i'^ reqisteret]  tfademact- of  Inietnaiionai  Business  Machines  Corporation  386  is  a  trademark  ol  inlel     IBM  Corp  1989 


ll£ 


e  CorDoration 


MERCY  I 


PAULEY  HITS  MORE  RED  INK 
FHAN  BLACK  GOLD 


Robert  0.  Anderson's  new  venture  is  saddled  with  debt 


H; 


e  wears  a  pin-striped  suit  and  la- 
ments that  there  isn't  a  good 
West  Coast  art  magazine.  But 
on't  let  that  fool  you.  Robert  0.  Ander- 
on  remains  every  bit  the  wildcatter  who 
3ft  Chicago  in  the  early  1930s  to  work 
he  oil  fields  with  Texas  roughnecks.  Be- 
ore  he  was  done,  Anderson  helped  Cre- 
te Atlantic  Richfield  Co.,  the  nation's 
ighth-largest  oil  company.  Now,  five  de- 
ades  later,  the  72-year- 
Id  former  Arco  chair- 
nan  is  back  where  he 
tarted,  dealing  for  oil 
iroperties  and  trying  to 
ivine  where  the  next 
iig  play  will  be. 

Building  an  oil  com- 
lany  never  gets  easy— 
ven  the  second  time 
round.  For  the  past  19 
aonths,  Anderson  has 
un  tiny  Pauley  Petro- 
3um  Inc.,  a  near-mori- 
'Und  oil  and  natural- 
:as  producer  that  he 
nd  British  financier 
I.  W.  "Tiny"  Rowland 
iought  in  a  stock  merg- 
r  in  late  1987.  So  far, 
Lnderson  has  hit  more 
ed  ink  than  black  gold. 

H  THE  BLACK.  Hefty 

ebt  payments  and 
luggish  oil  prices  have 
addled  the  company 
/ith  $15.2  million  in 
Dsses  since  he  arrived, 
ind  Anderson  has 
pent  more  time  selling 
hunks  of  his  company 
han  looking  for  oil. 

In  his  short  tenure  at  Pauley,  Ander- 
on  has  been  unloading  more  than  $90 
million  in  assets.  Put  on  the  block  were 
larcels  of  land  and  a  unit  that  makes 
sphalt.  That  has  helped  cut  Pauley's 
.ebt  to  $163.3  million.  But  the  company's 
iterest  costs  have  still  prompted  losses 
f  $8.3  million  in  the  past  nine  months 
n  $242  million  in  revenues.  The  cash 
rom  the  asset  sales  put  Pauley  in  the 
ilack  in  its  fiscal  third  quarter,  when  the 
ompany  earned  $1.2  million  on  revenues 
if  $91  million. 


Anderson  thought  he  would  spend 
most  of  his  time  looking  for  oil  when  he 
and  Rowland  joined  forces  in  late  1986  to 
begin  snapping  up  depressed  U.  S.  oil 
and  gas  properties.  It  turned  out  that 
they  already  had  their  eye  on  900,000 
acres  that  Arco  owned  throughout  the 
Southwest  and  Rocky  Mountain  states. 
Anderson  and  Rowland  paid  $180  million 
for  the  properties. 


The  sale  prompted  an  Arco  sharehold- 
er lawsuit  alleging  that  Anderson  used 
inside  information  from  his  Arco  days  to 
bid  on  deep-drilling  rights  that  other  bid- 
ders didn't  get  a  crack  at.  Arco  settled 
the  suit  in  early  1988  by  buying  back 
many  of  the  disputed  rights  from  Ander- 
son for  $481,000  and  paying  $211,000  in 
court  and  other  costs.  "The  de  minimus 
amount  of  the  settlement  shows  how 
frivolous  the  suit  was,"  says  Anderson, 
who  claims  the  auction  was  fair  and  that 
there  were  plenty  of  bidders. 


With  that  behind  him,  Anderson  has 
set  about  creating  a  much  smaller  ver- 
sion of  Arco.  He  has  a  good  headstart: 
Analysts  find  Pauley's  oil  reserves  of 
16.7  million  barrels  especially  impressive 
because  the  bulk  of  them  are  in  the  rich 
West  Texas  Permian  Basin  and  are  al- 
ready developed,  according  to  Kerry 
Thornhill,  an  analyst  at  Houston  invest- 
ment bank  Streving  &  Associates  Inc. 
Pauley  intends  to  process  at  least  some 
of  that  oil  into  such  things  as  gasoline 
and  asphalt  at  two  refineries  it  owns  in 
Southern  California. 

'STILL  A  WILDCATTER.'   To    get  profits 

flowing,  however,  he  needs  a  higher  oil 
price.  After  increasing  to  $19.50  a  barrel 
this  spring  from  about  $16  a  barrel  a 
year  earlier,  the  price  that  refineries  pay 
for  crude  oil  has  dipped  recently  to  less 
than  $19  a  barrel.  Prices  for  refined 
products  were  already  being  held  down 
in  California's  competitive  market.  But 
Anderson,  a  former 
head  of  the  National 
Petroleum  Council  who 
advised  five  Presidents, 
believes  that  oil  prices 
will  soon  rebound.  He 
intends  to  be  ready  and 
has  taken  out  loans  for 
a  $16  million  upgrade  of 
one  of  his  refineries  and 
an  $18  million  effort  to 
find  and  develop  new 
oil.  He's  even  thinking 
of  exploring  for  oil  in 
Africa.  "I'm  still  a  wild- 
catter, waiting  to  hit 
that  home  run,"  says 
Anderson. 

So  far,  no  one  is  com- 
plaining that  the  compa- 
ny's operating  profit  is 
tiny  this  year.  That 
could  be  because  Ander- 
son and  Rowland  own 
81%  of  Pauley's  com- 
mon stock.  "We're  sat- 
isfied with  the  way  that 
we  got  into  the  oil  busi- 
ness," says  Rowland 
aide  Paul  G.  B.  Spicer,  a 
Pauley  board  member, 
"and  with  the  way  that 
Robert  0.  Anderson  is  rationalizing  it." 

How  much  more  rationalizing  will  be 
needed  is  another  story.  A  $21  million 
cash  infusion  should  come  later  this 
year,  when  a  deal  closes  to  sell  most  of 
the  company's  New  Mexico  holdings. 
One  of  the  two  refineries  may  go  next. 
Those  sales  will  help  Anderson  slash  his 
debt  further  and  clean  up  his  balance 
sheet.  But  what  the  old  wildcatter  really 
needs  is  a  stiff  kick  upward  in  the  world 
oil  price. 

By  Ronald  Grover  in  Los  A^igeles 
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THE 
PICTURE  OF 
HEALTK 


The  more  physicians  can  see  inside  a  patient,  the  more  information 
they  can  gather.  The  more  insightful  their  diagnoses  can  be.  And,  of  course,  the 
more  hope  there  is  for  the  patient. 

Toshiba's  cardiovascular  angiographic  systems  offer  doctors  new  ways  to  take 
pictures  of  whaf  s  inside  the  human  heart  faster,  easier  and  with  more  accuracy 
than  ever  before. 

Now  doctors  can  see  multiple  images  simultaneously.  Images  can  be 
enlarged.  And  computer- enhanced  color  can  be  added  to  increase  information 
and  diagnostic  capability. 

Throughout  all  our  medical-related  technologies,  from  X-rays  and  computer 
tomography  scanners  to  magnetic  resonance  imaging  and  imaging  processing, 
Toshiba's  vision  has  always  been  clear:  to  build  the  most  sophisticated  diagnostic 
equipment  in  the  industry. 

Not  just  for  the  health  of  our  business,  but,  more  importantiy,  for  the 
health  of  the  people  who  need  it. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information,  write  Toshiba  America  Medical  Systems,  Inc.  2441  Michelle  Drive,  Tustin.CA  92680  or  call,  1-800-421-1968 


THE  BILLS 
ARE  COMING  DUE 

WITH  SO  MANY  COMPANIES  SO  DEEP  IN  DEBT,  THE  LEVERAGE  BINGE  WINDS  DOWN 


10  recession.  Lower  mtrrt'si  i-ates. 
Yet  leverage,  the  financial  alche- 
I  my  of  the  1980s,  is  fast  losing  its 
magic.  Already,  some  of  leverage's  best- 
known  names  are  in  dire  financial 
straits.  Resorts  International  Inc., 
groaning  under  $915  million  in  long-term 
debt,  announced  a  debt-service  moratori- 
um on  Aug.  28.  And  Merv  Griffin's  casi- 
no empire  is  only  one  in  a  parade  of 
companies,  including  Seaman  Furniture, 
Integrated  Resources,  and  Southrnark, 
to  signal  a  need  for  debt  relief  this  sum- 
mer (table). 

Investors,  who  would  seemingly  swal- 
low anything,  are  suddenly  starting  to 
say  no  to  some  new  issues  of  junk 
bonds.  On  Aug.  11,  in  a  watershed 
event,  investors  balked  at  buying  $475 


tiiillion  ill  Ohio  Mattress  Co.  junk  bonds, 
even  at  lush  15'/f  yields.  The  venerable 
maker  of  Sealy  and  Stearns  &  Foster 
mattresses  had  to  pull  back. 
MORE  PRUDENCE.  The  salvos  of  August 
mark  the  beginning  of  a  long,  winding 
retreat  for  junk-financed  leveraged 
buyouts,  debt-laden  corporate  raids,  and 
leveraged  recapitalizations.  Takeovers, 
LBOs,  and  other  deals  will  keep  on  chug- 
ging but  at  more  prudent  levels  as  the 
market  cold-bloodedly  filters  out  those 
done  with  too  much  debt. 

Leverage  is  going  bad,  with  bond  de- 
faults and  debt  moratoriums  totaling 
more  than  $4  billion  so  far  this  year. 
People  are  beginning  to  see  hard  evi- 
dence that  companies  that  are  top-heavy 
with  debt  can  be  swamped  even  without 


any  recession.  Coniii;uiics  with  ravenous 
debt  payments  to  meet  are  vulnerable  to 
even  minor  setbacks  in  their  markets, 
and  they're  soft  targets  for  competitors 
less  burdened  by  interest  payments.  The 
casualties  "are  often  good  companies 
that  were  too  aggressively  valued  and 
poorly  financed,"  says  John  H.  Laeri  Jr., 
managing  director  at  First  Boston  Corp. 
Adds  F.  Warren  Hellman  of  the  San 
Francisco-based  investment  banking 
firm  Hellman  &  Friedman;  "Cracks  are 
rapidly  appearing  in  the  structure." 

In  junk's  heyday,  lottery-size  profits 
blinded  the  dealmaking  community  to 
the  perils  of  leveraging  Corporate  Amer- 
ica to  the  hilt.  And  the  market's  de  facto 
central  banker,  Michael  R.  Milken,  was 
able  to  paper  over  the  rough  spots.  But 
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low  Milken  is  gone,  and  fear 
s  dampening  greed.  "Marl<et 
)syehology  is  always  crowd 
)sychology,"  explains  Roger 
1  Altman,  vice-chairman  at 
ilackstone  Group.  "And  the 
narket  doesn't  like  what  it 
,ees." 

■QUITY  RETURNS.  Financiers 
vill  become  a  lot  more  selec- 
ive.  Equitable  Capital  Man- 
igement  Corp.,  a  leading  LBO 
)layer,  is  already  turning 
lown  94%  of  the  deals  it  is 
iffered,  compared  with  85% 
ast  year.  Some  debt-laden 
ompanies  are  selling  divisions 
or  10%  to  30%>  less  than  they 
lad  planned.  And  equity  is 
oming  back  into  fashion. 
Cven  Frank  A.  Lorenzo's  Tex- 
,s  Air  Corp.,  deep  in  debt  with 
)rexel  Burnham  Lambert  Inc.'s  help,  is 
eeking  an  infusion  of  equity. 

Bond  investors,  too,  want  to  see  more 
quity,  less  debt,  and  better  cash-flow 
irospects.  As  defaults  rise,  they're  find- 
ng  it  harder  to  resell  junk  bonds  with- 
ut  knocking  down  their  price.  Only 
irand-name  "quality"  junk,  such  as  RJR 
■labisco  Inc.,  is  liquid  enough  to  trade 
i'ith  ease.  Another  cloud  is  the  bailout 
iw  giving  thrifts  five  years  to  unload 
,11  their  junk-bond  holdings — some  7%  of 
he  market.  With  junk-bond  prices  down, 
heir  total  return  so  far  this  year  aver- 
,ges  a  piddling  6.84%.  That's  less  than 
hree-month  Treasury  bills  on  a  risk-ad- 
iisted  basis  and  by  any  measure  falls 
hort  of  the  13.1%  return  on  long-term 
Yeasury  securities  and  the  26%  gain 
rom  the  stock  market. 

Most  damning,  though,  is  growing  evi- 
lence  that  steep  leverage  is  beginning  to 
lobble  management,  a  worrisome  trend 
lecause  Corporate  America,  in  this  de- 
ade,  has  retired  nearly  $500  billion  in 
quity  while  piling  on  almost  $1  trillion 
n  debt.  Interest  payments  ab- 
orb  30%'  of  cash  flow,  accord- 
ag  to  Merrill  Lynch  &  Co., 
urpassing  by  several  percent- 
,ge  points  the  records  reached 
luring  the  two  worst  postwar 
ecessions.  Cash-flow  margins 
if  financial  safety  are  scant  in 
he  aggregate  and  vaporous 
,mong  the  most  leveraged. 

Will  leveraging  up,  1980s- 
tyle,  go  down  in  financial  in- 
amy  along  with  the  Dutch 
'ulipomania  and  the  South 
Sea  Bubble?  Not  by  a  long 
hot.  The  $200  billion  junk 
narket,  with  more  than  2,000 
ssues  by  800  companies  in 
ome  100  industries,  is  in  the 
nain  a  highly  viable  one.  For 
nany  companies,  debt  is  still 
m  efficient  way  to  raise  the 


IN  DEEP  TROUBLE 


Coupon 

Maturity 

Yield 

Price* 

COMPANIES  IN  DEFAULT 

CANNON  GROUP 

12.87% 

2001 

NA 

$52.00 

DART  DRUG  STORES 

12.70 

2001 

NA 

20.00 

GENERAL  HOMES 

12.75 

1998 

NA 

10.75 

LTV 

14.00 

2004 

NA 

34.50 

MAXICARE  HEALTH  PUNS 

11.75 

1996 

NA 

7.50 

PS  NEW  HAMPSHIRE 

17.50 

2004 

NA 

21.00 

REPUBLIC  HEALTH 

13.00 

2003 

NA 

22.50 

REVCO 

13.12 

1994 

NA 

49.75 

SOUTHMARK 

11.87 

1993 

NA 

21.50 

ISSUERS  THAT  PLAN  RESTRUCTURINGS 

GRIFFIN  RESORTS 

13.87% 

1998 

21.34% 

$65.00 

INTEGRATED  RESOURCES 

12.25 

1998 

116.00 

10.50 

RESORTS  INTERNATIONAL 

16.62 

2004 

55.41 

30.00 

SEAMAN  FURNITURE 

15.00 

1999 

214.28 

7.00 

*Dollars  per  $100  of  face  value.  Transaction  prices  will  vary  from  these  quoted  levels  be- 
cause of  market  illiquidity       NA  =  Not  applicable 
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funds  it  takes  to  grow.  Instead  of  a 
junk-bond  Gotterdammerung,  the  truth 
is  more  prosaic  and  benign:  The  market 
is  pulling  back  from  the  extremes. 

Ohio  Mattress,  for  instance,  is  a  well- 
respected  company  controlling  25%  of 
the  domestic  bedding  market.  But  with 


The  casualties  'are  often 
good  companies  that  were  too 
aggressively  valued  and 
poorly  financed' 


its  cash  flow  not  quite  covering  interest 
expense  and  a  daunting  debt  amortiza- 
tion schedule,  junk  investors  passed  on 
this  LBO.  Worrisome,  too,  was  that  near- 
ly half  of  the  $475  million  debt  offering 
was  zero-coupon  bonds  that  pay  no  cash 
interest  for  several  years. 
Zeros  and  other  no-monev-down  secu- 


A  SAMPLER  OF  COMPANIES  WHOSE 
BONDS  SELL  AT  DEPRESSED  PRICES 


Issuer* 

Coupon 

Maturity 

Yield 

Price** 

BOND  BREWING  HOLDINGS 

12.62% 

2006 

35.07% 

$36.00 

CENTRUST  SAVINGS  BANK 

15.87 

2000 

35.27 

45.00 

GILLEH  HOLDINGS 

13.87 

1999 

23.12 

60.00 

HOMESTEAD  SAVINGS 

15.00 

1995 

28.30 

53.00 

INTERCO 

13.75 

2000 

24.33 

56.50 

LEASEW^AY  TRANSPORTATION 

13.25 

2002 

26.50 

50.00 

MCORP 

11.50 

1992 

22.77 

50.50 

MDC  HOLDINGS 

11.25 

1996 

36.29 

31.00 

SCI  TELEVISION 

16.50 

1997 

50.76 

32.50 

TRACOR 

14.00 

1998 

22.58 

62.00 

UNITED  MERCH.  &  MANUF. 

13.75 

2000 

34.37 

40.00 

US  HOME 

13.25 

1994 

17.23 

57.50 

WESTERN  UNION 

19.25 

1992 

24.52 

78.50 

*8onds  selling  at  a  discount  of  20%  or  more  from  their  face  value 
**Dollars  per  $100  of  foce  value.  Transaction  prices  will  vary  from  tfiese  quoted  levels 
because  of  market  illiquidity 
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rities  became  popular  with 
dealmakers  as  takeover  prices 
soared.  Such  securities  made 
up  147'  of  LBO  capitalization  in 
1988,  up  from  5%  the  year  be- 
fore. But  with  Congress  talk- 
ing about  some  sort  of  crack- 
down on  zeros,  investors  are 
skittish.  And  some  were  get- 
ting edgy  anyway.  A  lot  of  ze- 
ros "tells  me  right  up  front 
that  the  company  is  probably 
skating  right  on  the  edge," 
says  James  R.  Caywood  of 
Caywood-Christian  Capital 
Management.  But  it's  also  a 
matter  of  climate,  says  Ohio 
Mattress  Chairman  Ernest  M. 
Wuliger,  the  third-generation 
head  of  the  company.  He  looks 
forward  "to  better  market 
conditions,"  adding  that  time 
will  prove  to  investors  "that  our  projec- 
tions understate  Ohio  Mattress'  [cash- 
flow enhancement]  plans." 

The  rationale  for  such  financings  as 
the  one  at  Ohio  Mattress  dates  back  to 
seminal  work  in  the  late  1950s  by  two 
eminent  economists,  Merton  H.  Miller 
and  Franco  Modigliani.  In  essence,  the 
economists  reasoned  that  a  company's 
earnings  j)ower,  not  its  financial  make- 
up, is  what  determines  its  market  value. 
So  high  leverage  makes  sense,  since  the 
tax  code  lets  companies  deduct  the  inter- 
est they  pay. 

WEAPON  OF  CHOICE.  Despite  their  bold 
logic — remember,  debt  was  anathema 
back  then — it  was  more  than  two  de- 
cades before  their  ideas  took  hold,  and 
that  was  largely  through  Mike  Milken's 
canny  nurturing  of  the  market  for  less- 
than-investment-grade  bonds.  Debt,  the 
financial  community's  weapon  of  choice, 
helped  rejuvenate  companies  by  spur- 
ring management  to  refocus  energies, 
slash  bureaucracies,  and  streamline  op- 
erations. The  junk-bond  market,  growing 
at  an  explosive  34%  annualized 
rate  since  1981,  encouraged  ac- 
quisitions, whether  friendly  or 
hostile,  for  $50  million  or  $25 
billion. 

Blue-chip  companies,  out  of 
takeover  fear  and  financial 
calculation,  became  converts 
to  the  new  debt  philosophy: 
Untapped  borrowing  power 
was  just  as  wasteful  as  an  idle 
factory.  And  companies  found 
another  reason:  Many  were 
battling  Japanese  and  Europe- 
an rivals  with  vastly  steeper 
debt-to-equity  ratios.  Although 
their  closer  ties  to  lenders  and 
governments  limit  compari- 
sons, somewhat  higher  lever- 
age ratios  probably  make 
sense  in  the  evolving  global 
economy.  Debt  began  replac- 
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ing  equity  as  Corporate  America's  risk 
capital. 

The  debt-financed  restructurings  were 
a  necessary  part  of  wiiat  economist  Jo- 
seph A.  Schumpeter,  in  another  era, 
hailed  as  "creative  destruction."  Yet  the 
downside  is  now  becoming  apparent 
from  another  time-honored  process:  Wall 
Street's  manic  rhythm  of  avarice  and 
dread.  Success,  in  short,  bred  excess. 
"At  one  time,  I  would  have  argued  that 
LBOs  were  the  best  thing  that  could  ever 
have  happened  to  this  country,"  says  fi- 
nancier Hellman.  "But  one  of  the  ills  of 
the  capitalist  system  is  that  it  goes  too 
far  in  one  direction." 

A  similar  wringing-out  occurred  dur- 
ing the  last  big  takeover  surge,  the 
1960s  conglomerate  boom.  According  to 
a  study  by  economists  David  J.  Ravens- 
craft  and  F.  M.  Scherer,  anyone  invest- 
ing $1,000  in  Teledyne  Inc.  and  a  dozen 
other  budding  "free-form"  conglomer- 
ates in  1965  did  3.6  times  bet- 
ter than  the  Standard  & 
Poor's  400-industrials  index 
by  their  banner  year  of  1968. 
But  by  1974,  these  investors' 
gains  had  been  more  than 
wiped  out.  Those  who  bought 
at  the  1968  peak  fared  even 
worse:  They  lost  56%  of  their 
investment  by  1974,  though 
the  market  was  up  10%  at  the 
same  time.  The  market  re- 
wards pioneers  and  penalizes 
the  crowd  that  follows. 

The  financial  innovators  of 
the  early  1980s  earned  heady 
riches.  William  E.  Simon,  a 
former  Treasury  Secretary, 
invested  $330,000  in  1981  "in 
the  LBO  of  Gibson  Greetings 
Inc. — and  only  two  years  later 
pocketed  $70  million.  John  W. 
Kluge  went  from  merely  rich 
to  multibillionaire  status  by 
taking  Metromedia  Broadcast- 
ing Co.  private  for  $1.3  billion 
in  1984  and  shrewdly  peddling 
off  the  pieces  for  a  lot  more. 
Takeovers  and  l>BOs  were  so 
rewarding  that  they  drew  le- 
gions of  would-be  Simons  and 
Kluges. 

IN  PIECES.  The  New  Wave 
moneymen  raised  billions. 
And  in  many  cases,  the  single 
most  important  factor  driving 
deals  was  the  reality  that  the 
parts  were  worth  more  than 
the  whole:  Buy  a  company 
wholesale  and  sell  it  retail. 
But  as  new  teams  of  emula- 
tors moved  in,  deals  were 
based  on  increasingly  rosy 
projections  of  sharply  rising 
cash  flow  and  grand-slam  re- 
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sale  prices.  But  LBOs  that  made  sense  at 
a  price  of  six  times  cash  flow  are  scary 
at  12.  "In  some  deals,  the  margin  for 
error  is  so  thin  that  if  anything  goes 
wrong,  you're  history,"  says  Michael  D. 
Madden,  senior  managing  director  at 
Shearson  Lehman  Hutton  Inc. 

Interco  Inc.,  a  St.  Louis-based  retail 
conglomerate,  is  feeling  the  pressure.  To 
fend  off  a  corporate  raider,  it  borrowed 
$1.95  billion  last  year,  jacking  up  debt 
from  19%  of  capital  to  90%,  using  the 
proceeds  to  pay  shareholders  dividends 
of  $38.60  in  cash  and  $32.15  in  preferred 
stock  and  junk  bonds.  The  bonds  have 
already  lost  40%  of  their  face  value.  As- 
set sales  were  supposed  to  pay  down 
debt,  but  management  is  getting  about 
10%  less  than  expected  on  some  sales, 
including  the  sale  of  its  Ethan  Allen  Inc. 
furniture  chain.  Still,  "there  are  all  kinds 
of  options  available  to  us,"  including 
yet  another  debt  refinancing,  says  Rich- 


BEEN  NO  RECESSION.. 
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TWO  COMPANIES  THAT  GOT  HURT 
PIAYING  IN  THE  JUNKYARD 


■  Interco  CEO  Richard  Loynd  is  mulling  'all  kinds  of  options' 
for  the  retail  conglomerate,  now  that  debt  is  90%  of  capital  and 
cash  returns  on  asset  sales  have  been  far  lower  than  anticipated 


■  Wall  Street  scorned  Ohio  Mattress'  Aug.  1 1  offering  of  junk, 
but  Chairman  Eniest  Wuliger  thinks  investors  will  find  the 
bonds  an  attractive  play  when  market  conditions  are  better 


ard  B.  Loynd,  Interco's  incoming  chief 
executive. 

Even  Kohlberg  Kravis  Roberts  &  Co., 
the  biggest  LBO  shop,  can  stumble.  KKR 
and  investor  George  N.  Gillett  Jr.  paid 
$1.2  billion,  or  a  hefty  14.7  times  operat- 
ing cash  flow,  for  SCI  Television,  the 
broadcast  properties  of  Storer  Communi- 
cations Inc.,  in  1987.  But  TV  stations  now 
sell  for  only  11  times  cash 
flow,  and  SCI  can't  meet  its 
debt  payments  and  may  soon 
ask  creditors  for  relief.  Sea- 
man Furniture  Co.,  a  small 
KKR  LBO,  is  suffering  along 
with  the  Long  Island  (N.  Y.) 
economy  and  is  renegotiating 
debt  terms.  Then  there's  Rob- 
ert Campeau.  His  Campeau 
Corp.  bought  Allied  Stores 
Corp.  for  $3.3  billion  in  1986 
and  Federated  Department 
Stores  Inc.  last  year  for  $6.7 
billion,  or  13  times  cash  tlow. 
He's  holding  together  his  le- 
veraged empire,  but  faces  a 
short-term  cash-flow  strain  in 
trying  to  stock  up  for  Christ- 
mas while  repaying  some  $175 
million  in  borrowed  money. 

In  the  early  days,  the  proto- 
typical LBO  or  restructuring 
candidate  was  a  recession-re- 
sistant, mundane  company 
with  modest  research-  and 
capital-investment  needs  and 
ample  cash  flow  to  service  its 
new  debt.  Conglomerates 
were  popular,  too,  with  their 
many  easily  auctioned  subsid- 
iaries. Yet  the  restructuring 
fad  eventually  drew  in  a  diz- 
zying array  of  companies. 
Some  worked  well,  such  as 
Cain  Chemical  Inc.,  which 
benefited  from  soaring  prod- 
uct prices.  KaiserTech  Ltd., 
the  Oakland  (Calif.)  aluminum 
company  bought  last  October 
by  financier  Charles  E.  Hur- 
witz,  is  also  doing  well, 
thanks  to  a  booming  alumi- 
num market. 
Others  are  struggling,  in- 
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AYING  A  BIGGER  PREMIUM 


'lELD  ON  10- YEAR 
SINGIE-B  BONDS 


RISK  PREMIUM 


YIELD  ON  10- YEAR 
TREASURY  BONDS 
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luding  defense  contractors,  health  care 
perations,  and  many  a  retailer.  Fantles 
)rug  Store,  formerly  Dart  Drug  Store, 
,nd  Revco  D.  S.  Inc.,  a  2,000-store  retail 
hain,  are  both  in  Chapter  11  bankruptcy 
iroceedings.  Perhaps  financial-services 
ompanies  shouldn't  be  leveraged  be- 
ause  they  need  a  strong  capital  base, 
ays  Frederick  L.  Cavanaugh,  a  vice- 


president  at  John  Hancock  Advisers  Inc. 
in  Boston.  He  points  to  Integrated  Re- 
sources Inc.,  now  renegotiating  its  $1.8 
billion  debt  load,  and  to  ICH  Corp.  The 
life  insurer  has  seen  its  debt-financed 
takeover  strategy  misfire.  But  "opera- 
tionally, the  company  is  sound,"  says  Se- 
nior Vice-President  Steven  Bing. 

Even  in  the  industrial  heartland, 
Leaseway  Transportation  Corp.  has  been 
sputtering  ever  since  its  $600  million  LBO 
two  summers  ago.  Although  it  has  re- 
duced its  debt  and  is  able  to  meet  its 
financial  obligations,  it  faces  excess  ca- 
pacity in  the  car-hauling  business  and 
uncertainty  in  its  other  main  unit,  ship- 
ping appliances  and  other  products  for 
Sears,  Roebuck  &  Co.  Some  outsiders 
say  that  Leaseway  took  on  too  much 
debt  for  a  cyclical  company.  Chairman 
Richard  A.  Damsel  replies  there  isn't  a 
cash  pinch  and  the  company  has  a  lot  of 
operational  flexibility. 

Now,  as  the  hot  money  circles  the  air- 
lines, some  worry  that  hyperleverage  is 


an  even  more  egregious  mistake  in  that 
industry.  As  James  Grant,  editor  of 
Grant's  Interest  Rate  Observer,  archly 
points  out,  the  airlines  are  capital-inten- 
sive and  highly  vulnerable  to  labor 
strife,  fuel  price  increases,  fare  wars, 
regulatory  surprises,  and  safety  con- 
cerns— hardly  the  ideal  LBO  candidates. 
The  takeover  mavens,  however,  maintain 
that  the  industry  now  is  a  stable  oligopo- 
ly, able  to  pass  on  any  cost  increases  to 
its  customers.  In  the  wake  of  Marvin 
Davis'  takeover  bid,  UAL  Corp.'s  stock  is 
up  more  than  70%,  to  281,  and  a  passel 
of  other  suitors  is  clustering  around. 

The  most  striking  break  with  the  pio- 
neering past,  however,  is  the  challenge 
to  its  central  doctrine:  that  a  high  debt 
level  spurs  a  company  to  be  more  com- 
petitive. In  most  cases,  the  discipline  of 
meeting  hefty  debt  payments  did  bring 
Herculean  efforts  from  managers  to  cre- 
ate a  lean,  mean,  profitable  organization. 
Carry  the  concept  to  extremes,  though, 
and  debt  creates  a  company  that's 


YES,  VIRGINIA,  THERE  IS  A  WAY 
TO  MAKE  MONEY  IN  TROUBLED  JUNK 


Chaos  breeds  opportunity,  in  junk 
bonds  as  everywhere  else.  No 
surprise,  then,  that  specialists  are 
popping  up,  hoping  to  profit  from  what 
threatens  to  be  a  bumper  crop  of  trou- 
bled bonds.  Typical  of  this  daring 
breed:  Delaware  Bay  Co.,  an  institu- 
tional research  firm  formed 
in  January  by  analyst  T.  K. 
Duggan  and  fund  manager 
Gary  E.  Hindes,  both  38. 

Hindes  has  been  investing 
in  distressed  credits  since 
1985  with  his  $20  million 
Fallen  Angels  Fund.  Origi- 
nally he  sought  out  blue- 
chip  bankruptcies  such  as 
Public  Service  of  New 
Hampshire  and  Eastern  Air 
Lines  Inc.  Lately,  though, 
the  action  has  been  in  less 
azure  credits  such  as  Sea- 
man Furniture  Co.  and 
Morse  Shoe  Inc. — smaller 
companies,  weighted  down 
by  junk  debt,  that  can  pro- 
duce loftier  rebounds. 
There,  the  fund  looks  for  re- 
turns of  40%  or  more. 

TRICKY  CREDITS.  New  bot- 


years  as  an  analyst  at  R.  D.  Smith  & 
Co.,  a  distressed-bond  specialist,  before 
joining  up  with  Hindes.  Together,  they 
aim  to  make  their  mark  as  a  trusted 
adviser  to  big  institutions,  before  the 
investment  banks  shore  up  their  analy- 
sis of  distressed  bonds. 


tom-fishing  funds  such  as  Fallen  Angel 
have  attracted  $1  billion,  mainly  from 
institutions.  Yet  sophisticated  sources 
of  information  on  the  tricky  credits  are 
few.  That's  where  Duggan  comes  in. 
An  accountant  by  training  and  a  boxer 
by  avocation,  Duggan  spent  three 


Clients,  which  include  T.  Rowe  Price 
Investment  Services  Inc.  and  Fidelity 
Management  &  Research  Co.,  say  Del- 
aware Bay  hasn't  stumbled  yet.  Last 
spring,  for  instance,  other  bottom-fish- 
ers turned  bullish  on  the  bonds  of 
Southmark  Corp.,  a  limited  partnership 


operator.  Even  Duggan's  former  em- 
ployer, R.  D.  Smith,  recommended  buy- 
ing the  subordinated  bonds,  which  had 
been  pushed  down  to  $44  per  $100  of 
face  value  by  the  threat  of  a  Chapter 
11  reorganization.  Delaware  Bay  rec- 
ommended selling  them  short.  The  ac- 
countants put  Southmark's  liabilities  at 
about  $1  billion,  but  Duggan  figured 
that  was  too  optimistic.  The  bonds 
have  since  plunged  below  10  points. 

Another  recent  winner:  Integrated 
Resources  Inc.  It's  "a  classic  example 
of  a  company  funding  long- 
term  assets  with  short-term 
funds,"  says  Duggan.  When 
it  defaulted  on  $612  million 
in  short-term  debt  on  June 
15,  the  subordinated  bonds 
crashed  50  points  in  one  day, 
to  about  20.  Duggan  recom- 
mended selling  even  shorter. 
The  bonds,  battered  again  in 
August  when  IR  wrote  down 
$600  million  of  its  assets, 
now  trade  at  around  12. 

But  trading  on  disaster 
isn't  all  slam  dunks.  Last 
year,  before  forming  Dela- 
ware Bay,  Hindes  bought  $3 
million  worth  of  LTV  Corp.'s 
unsecured  floating-rate 
bonds  at  30  for  his  Fallen 
Angels  fund.  The  steel- 
maker's bonds  now  trade  at 
15.  Undeterred  by  a  50%  pa- 


per loss,  Hindes  wants  to  put  an  addi- 
tional $1.5  million  in,  counting  on  a  re- 
structuring to  push  the  bonds'  value 
up.  "You've  got  to  have  a  cast-iron 
stomach,"  says  Hindes  ruefully.  And 
similarly  equipped  investors. 

By  Laura  Jereski  in  New  York 
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JNowFJyir^  ligeiife 
Of  W)rlclwide  Experiencell 


Federal  Express  has  long  been  the 
best  way  to  ship  your  packages  over 
here. 

And  now  we're  also  the  best  way 
to  ship  your  packages  over  there,  lb 
Europe.  Asia.  Just  about  anywhere. 

Because  we've  just  acqiiired  even 
more  overseas  experience  overseas 
routes  and  overseas  know-how. 

How? 


By  acquiring 
the  pioneer  of 
overseas  delivery. 

Flying  Tigers. 
And  that  makes 
Federal  Express 
the  largest,  most  experienced 
international  air  express  company 
in  the  free  world. 
By  far. 


Just  one  phone  call  to  Federal 
Express  and  you'll  be  talking  to 
somebody  who's  flown  more  tons 
of  overseas  freight  and  more  itiiles 
than  anybody. 


shipping  your  package 
nth  an  air  express  company  that 
as  more  planes,  flying  to  more 
itemational  destinations,  than 
nybody 

And  our  thousands  of  local 
'ederal  Express  employees  help 
our  package  fly  through  customs 
s  smoothly  as  it  flies  through  the  air. 


In  fact,  from  now  on,  you  can 
ship  virtually  any  size  package  to 
any  major  country  in  the  free 
world.  And  be  confident  it'll  get 
there— to  the  next  country  or  the 
next  continent. 

So  whether  it's  going  over  here 
or  over  there,  ship  it  with  the  com 
pany  that's  got  it  over  everyone. 


TbShipItOverThere. 


Li 


Domtar  Inc.,  a  relatively  unleveraged  0 
$2.5  billion  paper  and  construction-prod- 
ucts maker  in  Montreal,  will  soon  begin 
producing  wallboard  from  a  brand-new 
$40  million  plant  in  Newington,  N.  H., 
that  will  compete  with  two  older  plants 
owned  by  USG  and  National  Gypsum  Co., 
another  highly  leveraged  competitor. 
t)omtar's  strategy  is  plain.  "Our  chances 
of  success  are  better  as  a  result  of  their 
leveraged  balance  sheets,"  says  Halford 
M.  Wilson,  treasurer  of  Domtar.  Others, 


leaner — period.  Consider  Chicago's  USG 
Corp.  It  was  a  feared  and  revered  giant, 
an  innovator  with  muscle,  holding  sway 
over  the  gypsum  wallboard  industry.  It 
beat  back  a  takeover  raid  last  year 
through  a  $2.2  billion  recapitalization. 

Now,  USG  must  meet  interest  pay- 
ments of  $280  million  a  year— $800,000'a 
day.  Interest  expense  absorbed  907'  of 
pretax  operating  earnings  in  the  first 
half,  compared  with  only  23'/'  a  year  ear- 
lier. USG  has  slashed  its  research-and- 


development  staff  and  expenditures  in 
half,  nearly  halved  capital  spending,  cut 
its  work  force  from  21,000  to  16,000,  re- 
duced the  management  ranks  by  107(  , 
and  sold  assets  worth  $600  million — in- 
cluding highly  profitable  Masonite  Corp. 
Says  a  USG  spokesperson:  "Say  what  you 
want  about  debt,  it  does  cause  you  to  be 
more  focused  and  more  efficient  and 
perhaps  to  some  extent  more  resilient 
than  you  have  been  in  the  past." 
Competitors  smell  blood,  though. 


FOR  THESE  COMPANIES,  DEBT  WAS  JUST 
WHAT  THE  DOCTOR  ORDERED 


Leverage,  when  used  correctly,  is  an 
extraordinary  engine  of  change.  For 
every  deal  botched  by  greed  or  hu- 
bris, dozens  more  have  succeeded 
through  careful  financial  engineering. 
Pressure  to  meet  interest  payments  can 
transform  corporate  bureaucrats  into 
born-again  entrepreneurs.  And  debt  can 
create  enormous  wealth  by  allowing  sav- 
vy investors  to  buy  undervalued  busi- 
nesses and  fix  them.  But  leverage  suc- 
ceeds only  when  a  company  has  a  clear 
vision  of  where  debt  should  take  it.  Then, 
the  results  can  be  spectacular. 

Take  Wilson  Sporting  Goods  Co.,  a  cor- 
porate stepchild  of  PepsiCo  Inc.  For  Wil- 
son, life  as  a  subsidiary  was  nothing  but 
trouble.  In  12  years,  several  young  Pepsi 
executives  did  time  as  CEO  of  the  subur- 
ban Chicago  company,  and  Pepsi  brand 
managers  reeled  through  a  confused 
marketing  department.  In  1984,  Wilson 
hit  bottom  with  an  operating  loss  of  $81 
million  on  sales  of  $247.6  million. 
COURTING  THE  PROS.  Sporting  goods 
wasn't  a  bad  business.  Wilson  was  sim- 
ply a  different  animal,  says  a  Pepsi 
spokesman.  The  best  way  to  hawk  Pepsi 
is  to  load  up  supermarket  shelves.  But 
selling  quality  golf  clubs  and  tennis  rack- 
ets requires  building  relationships  with 
pro  shops.  Wilson  had  one  of  the  best 
trademarks  in  sport.  Mass-marketing  its 
products  in  discount  outlets  weakened  its 
panache. 

That  was  painfully  obvious  to  Wilson 
Chief  Executive  Officer  Glenn  N.  Rupp, 
who  directed  its  international  operations 
under  Pepsi.  So  in  1985,  he  and  other 
managers  teamed  with  former  Treasury 
Secretary  William  E.  Simon's  Wesray 
Capital  Corp.  to  buy  Wilson  for  $132  mil- 
lion, most  of  it  from  debt.  Rupp  then 
patched  relations  with  golf  pros,  pruned 
the  product  line,  and  beefed  up  new-prod- 
uct development.  One  success:  the  Pro- 
file tennis  racket,  an  innovative,  wide- 
body  model  introduced  in  late  1987.  This 


year,  it's  set  to  clear  $27  million  in  sales. 

By  1988,  Wilson's  revenues  had  grown 
to  $424  million,  while  pretax  profits  had 
recovered  to  $8.8  million.  So  did  Rupp  get 
cocky?  Hardly.  With  debt  still  86%  of 
total  capitalization  last  fall,  the  LBO 
group  decided  to  sell  out.  Demand  was 


strong,  but  Wilson  didn't  have  the  capital 
to  expand.  And  continuing  the  cycle  of 
refinancing  in  an  uncertain  economy 
"wasn't  prudent,"  says  Rupp.  In  March, 
Amer  Group  Ltd.,  a  Finnish  company, 
paid  $200  million  for  Wilson's  equity  and 
assumed  $190  million  in  debt.  The  buyout 


SVC 


group's  profit:  $180  million.  "I 
thought  we  could  double  the  compaifafc 
SV2  years,"  Rupp  says.  You  canj-a 
Pepsi  didn't  either. 

At  Wilson,  leverage  put  a  prom 
business  into  the  right  hands.  But  i 
also  protect  a  company  from  unw£||P  1 
clutches.  When  Holiday  Corp.  deflec 
raid  by  developer  Donald  J.  Trun 
1986  with  a  $2.8  billion  recapitalizj  uui 
pundits  thought  the  Memphis-based 
lier  was  committing  financial  har; 
To  fund  a  special  $65  dividend.  Ho 
assumed  a  massive  debt  load,  drivir 
net  worth  to  a  negative  $770  millioi 
SHOWING  FAITH.  But  with  a  mixtu 
good  timing  and  savvy,  Holidayliaj 
turned  its  burden  into  gold.  The 
dend  cut  the  value  of  Holiday's  shar| 
S07o  in  April,  1986.  But  since  the; 
shares  have  soared  (chart).  The  re| 
Holiday  was  selling  the  bulk  of  its 
for  more  than  outsiders  thought 
were  worth.  Management  never  do 
the  value  of  its  hotels.  But  to  peri 
Wall  Street,  Holiday  had  to  pay 
holders  first  and  then  sell  the  asse 

Holiday  originally  planned  to  se 
real  estate  of  its  Holiday  Inns  Inc. 
while  keeping  the  management 
tracts.  Starting  in  1986,  it  sold  63 
hotels.   But  then  U.  S.-owned  loi 
properties  carne  into  vogue  with  fi 
buyers.  In  1987,  Holiday  unloaded  i 
eign  Holiday  Inns  for  $727  millii 
Bass  PLC,  the  British  brewer.  And 
Bass  came  knocking  again  in  A; 
Holiday  sold  the  American  port 
trademark,  contracts,  and  all.  Bai 
sumed  $2.1  billion  in  Holiday  debt, 
allowed  the  surviving  company  to  b< 
$1  billion  more  to  fund  an  addition; 
dividend.  Holiday  shares  will  still 
on  the  New  York  Stock  Exchange 
shareholders  will  each  receive  some 
stock  to  add  to  their  stake  in  Hoi 
remaining  casinos  and  specialty  ho 

All  told.  Holiday  raked  in  $3.4  1 
from  asset  sales — 25%  more  than 
lysts  expected.  What's  left  is  a 
profitable  company.  Gone  is  the  v( 
ble,  middle-market  Holiday  Inn 
which  was  feeling  increased  pre 
both  from  discount  and  from  upsca 
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ncluding  Chicago's  Pritzker  family,  are 
ilso  backing  new  gyjisum  plants.  And 
Dther  companies,  not  the  industry  lead- 
ers, are  pushing  innovative  products. 

The  supermarket  business,  too,  has 
oeen  transformed  by  debt.  In  1983, 
shareholder  equity  made  up  59%  of  the 
;apital  structure  of  the  10  leading 
chains.  By  1988,  equity  made  up  only  8%, 
md  debt  92%,  of  capitalization.  And  the 
•ew  companies  that  stood  aside  from  the 
iebt  spree  seem  to  have  an  edge. 

In  Washington,  D.  C,  Giant  Food  Inc. 
gained  market  share  at  the  expense  of 


Safeway  Stores  Inc.,  which  went  private 
in  a  $4.3  billion  LBO  in  1986.  Giant  could 
afford  a  simultaneous  price  war  and 
store-remodeling  program,  while 
Safeway  couldn't  keep  up,  according  to 
Kimberly  K.  Walin,  a  supermarket  ana- 
lyst with  Prudential-Bache  Securities 
Inc.  In  1986,  Giant  had  43%  of  the  Wash- 
ington market,  Safeway  34%-.  By  June 
1989,  Giant  had  48%  to  Safeway's  30%. 
Says  Safeway  Chief  Executive  Peter  A. 
Magowan:  "The  important  thing  for  us 
is  to  grow  profitably.  I  don't  really  pay 
that  much  attention  to  market  share." 


Leverage  has  been  popular  in  another 
industry,  the  convenience-store  business, 
with  both  Southland  Corp.  and  Circle  K 
Corp.  carrying  steep  debt  loads.  Some 
Wall  Street  analysts  question  whether 
leverage  will  hamper  their  competitive- 
ness against  cash-flush  oil  companies 
that  are  transforming  gas  stations  into 
directly  competitive  convenience  stores. 
THE  ENFORCER.  The  pressure  is  really  on 
junk.  Clearly,  the  market  will  miss  Mil- 
ken, the  enforcer  who  could  find  a  "pa- 
tient" buyer  for  almost  anything.  De- 
fault rates  are  picking  up.  The  annual 
junk-bond  default  rate  has  been  more 
than  3%  for  the  past  three  years,  com- 
pared with  an  average  of  2.1%  from  1974 
to  1985.  The  junk  market  is  becoming- 
populated  with  more  zircons  than  dia- 
monds in  the  rough,  too.  According  to 
Moody's  Investors  Service,  Ba-rated 
bonds,  the  safest  junk,  now  make  up 
only  27%  of  the  market,  compared  with 
42%  in  1981.  And  Ba-rated  debt  itself  has 
an  average  one-year  default  rate  of  1.6% 
vs.  6.7%  for  B-rated  bonds.  Defaults  will 
pick  up  as  the  junk  population  ages. 

An  econometric  study  of  the  junk- 
bond  market  by  DRi/McGraw-Hill  says 
that  although  default  rates  will  soar  into 
a  cumulative  13.1%  to  18.8%  range  be- 
tween 1989  and  1993  under  various  re- 
cession scenarios,  a  diversified  portfolio 
of  junk  bonds  will  still  pay  hefty  re- 
turns. The  market  seems  less  confident. 
"We  see  a  layering  of  the  high-yield 
market  that  might  be  permanent,"  says 
Donald  Keller,  senior  portfolio  manager 
at  the  $2  billion  Keystone  Custodian 
Funds.  "People  are  very  pleased  to  hold 
the  higher-quality  paper  and  very  anx- 
ious to  get  rid  of  the  rest."  When  Inte- 
grated Resources  defaulted  on  its  debt, 
some  of  its  bonds  plunged  in  a  few  days 
from  $995  to  $280  for  each  $1,000  of  face 
value.  But  well-known  companies  such 
as  American  Standard  Inc.  and  Duracell 
Inc.  easily  trade  at  good  prices. 

It  will  get  tougher  to  bring  new  junk 
to  market.  Instead,  many  corporations 
are  seeking  long-term  relationships  with 
equity  partners  these  days.  In  a  global 
economy,  large  companies  must  reinvest 
cash  flow  in  their  businesses  to  remain 
competitive,  and  they  want  to  avoid  the 
extremes  of  leverage.  Among  the  alter- 
natives are  employee  stock-ownership 
plans,  patient  investors  such  as  Warren 
E.  Buffett,  special  funds  such  as  Lazard 
Freres  &  Co.'s  $1.6  billion  Corporate 
Partners,  or  a  strategic  alliance.  This 
way,  executives  buy  time  to  protect  their 
own  tenure  from  raiders  and  to  pursue 
their  corporate  visions. 

The  new  prudence  makes  sense  for 
individual  companies  and  lessens  the 
chances,  always  remote,  of  lofty  corpo- 
rate debt  loads  triggering  an  economic 
disaster.  From  the  thrifts  to  the  Third 
World,  central  bankers  and  government 


Remaining  are  Homewood  Suites 
Embassy  Suites — two  higher-priced 
IS — and  Hampton  Inns,  a  no-frills  dis- 
ter  that  profits  from  using  less  la- 
Meanwhile,  Chief  Executive  Michael 
iose  sold  off  a  costly  collection  of 
[ue  automobiles  and  slashed  over- 
.  As  a  result,  operating  income  is  up 
since  1986. 

IHAUL.  The  remake  may  not  be  over, 
lay  may  elect  to  unload  its  six  casi- 
while  retaining  the  management  con- 
s.  That  could  mean  another  dividend. 

Stephen  F.  Bollenbach,  Holiday's 
'  financial  officer:  "We're  looking  at 
I  think  it  could  be  done." 
itting  things  done  quickly  is  the  im- 


stake  in  the  company  from  40%>  to  95'7". 

Haas  shuttered  42  plants,  axed  employ- 
ment by  a  third,  and  dropped  two-thirds 
of  the  items  on  Levi's  product  list.  He 
eliminated  divisions  making  hats,  men's 
suits,  and  baby  clothes  in  favor  of  focus- 
ing creative  energies  on  one  goal:  to  re- 
vive pants  sales.  By  1986,  the  redirected 
company  produced  Dockers,  pants  with 
lighter-weight  cotton  cloth  and  a  fuller 
cut  for  older  waists.  The  line  should  hit 
sales  of  $300  million  this  year. 

Now,  Levi  has  regained  its  denim-clad 
stride.  When  sales  of  its  501  line  of  men's 
jeans  tumbled  last  year,  fiscal  1988  prof- 
its slumped  28%.  But  with  new  products 
picking  up  the  slack,  the  company  expects 


tive  of  leverage.  But  while  Holiday 
iccomplished  its  remake  in  the  public 
a,  Robert  D.  Haas,  chief  executive  of 
Strauss  Associates  Inc.,  coveted  pri- 
.  In  1985,  Levi  was  having  as  much 
ale  fitting  into  a  changing  market- 
;  as  its  aging  baby-boom  customers 
squeezing  into  a  pair  of  blue  jeans. 
I  sales  and  profits  fading,  the  compa- 
leeded  an  overhaul.  But  given  the 
sures  of  Wall  Street's  quarterly  prof- 
q)ectations,  "to  focus  on  the  long 
1  was  too  difficult,"  Haas  says.  So  the 
3  family,  along  with  other  descen- 
s  of  Levi  Strauss,  launched  a  $1.6 
in  leveraged  buyout  and  boosted  its 


record  earnings  this  year  of  more  than 
$224  million  on  a  10%  rise  in  sales,  to  $3.4 
billion.  What's  more,  increased  cash  flow 
has  allowed  Levi  to  pay  off  58%  of  its 
$1.5  billion  buyout  debt,  putting  it  six 
years  ahead  of  schedule. 

Indeed,  though  Levi,  Holiday,  and  Wil- 
son all  squeezed  through  windows  of  op- 
portunity made  possible  by  debt,  it  was 
careful  planning  and  deft  execution  that 
let  them  make  the  most  of  the  openings. 
As  too  many  other  companies  are  learn- 
ing, leverage  alone  is  not  enough. 

By  Mickeal  Oneal  in  New  York,  Dean 
Foust  in  Atlanta,  and  Robert  D.  Hof  in  San 
Francisco 


)VER  STORY 


BUSINESS  WEEK/SEPTEMBER  11,  1989  91 


officials  have  shown  they  know  how  to 
contain  any  financial  crisis.  The  safety 
net,  to  be  sure,  could  carry  a  price  tag. 
Congress,  toying  with  tax-code  changes 
to  discourage  corporate  debt,  could  be 
goaded  into  a  more  direct  attack.  "We're 
going  to  have  a  lot  of  people  out  of  work 
as  these  things  rail,  ITT  Corp.  Chairman 
Rand  V.  Araskog  once  fumed.  "And 
you're  going  to  have  a  lot  of  public  cor- 

porate  executives,  like  me,  sitting  here 
worrying  about  what  the  government's 
going  to  do  now  to  regulate  even  further 
because  of  what  happened." 

Deal  mania  has  forced  many  compa- 
nies to  be  more  competitive,  and  arch- 
conservative  balance  sheets  can  no  long- 
er  pass  muster  in  a  global  economy.  But 
the  steep  leverage  technique  was  over- 
sold, eventually  feeding  on  a  logic  of  its 

own.  The  oft-cited  merits  of  moderation 
extend  to  leverage.   Charles  Dickens 
summed  up  the  plight  best:  "Annual  in- 
come twenty  pounds,  annual  expenditure 
nineteen  nineteen  six,  result  happiness. 
Annual  income  twenty  pounds,  annual 
expenditure  twenty  pounds  ought  and 
six,  result  misery. 

By  Christopher  Farrell,  with  Leah  J.  Na- 
thans in  New  York  and  bureau  reports 

Commentary/by  Christopher  Farrell 

WHY  JUNK  IN  THE  FIRST  PLACE?  SKIMPY  SAVINGS 

Leverage  is  a  corporate  elixir.  Le- 
verage is  corrosive. 
At  times,  the  debate  gets  so  acri- 
monious it's  as  if  the  future  of  Ameri- 
can capitalism  lies  in  the  balance.  The 
Cassandras  blame  leveraged  buyouts 
and  other  debt-laden  restructurings  on 
myopic  financiers  greedily  pocketing 
quick  double-digit  gains  at  the  expense 
of  long-term  competitiveness.  The  Pol- 
lyannas  counter  that  savvy  fi- 
nancial engineers  are  simply 
the  market's  boot,  kicking  out 
poor  managers  with  their 
wasted  investments,  creating 
in  their  stead  lean-and-mean 
profit  machines. 

Whoever's  right,  leverage  is 
here  to  stay  as  long  as  the 
nation's  savings  rate  remains 
low  and  its  cost  of  capital 
stays  high.  Investors,  able  to 
earn  high  real  returns  in  risk- 
free  Treasury  securities,  natu- 
rally want  corporations  to  pur- 
sue strategies  that  earn  even 
higher  current  returns.  That 
rules  out  long-term  invest- 
ments with  uncertain  payoffs 
several  years  from  now.  In- 
stead, business  is  forced  to 
crank  out  that  cash  to  share- 
holders, to  give  investors  the 
returns  they  seek  right  now. 
NO  LOITERING.  In  this  environ- 
ment, impatience  is  a  virtue — 
and  extremely  rational.  Patience, 
meanwhile,  is  penalized.  Says  Brook- 
ings Institution  economist  Margaret  M. 
Blair:  "Restructurings  are  taking  place 
because  the  high  cost  of  capital  created 
an  investment  climate  for  cash  cows." 

Yet  what  makes  for  an  efficient  mar- 
ket calculation  at  home  puts  the  U.  S. 
at  a  distinct  disadvantage  internation- 
ally. Many  foreign  rivals  invest  with 
longer  time  horizons  because  their 
cost  of  capital  is  lower.  In  the  U.  S.,  the 
inflation-adjusted,  aftertax  cost  of 


funds  soared  in  the  1980s,  peaking  at 
8%  in  1985,  and  by  yearend  1988  it  was 
still  around  6%.  By  contrast,  according 
to  a  recent  study  by  the  Federal 
Reserve  Bank  of  New  York,  Japan's 
cost  of  funds  peaked  at  around  3.5% 
in  1983  and  last  year  hovered  just 
over  2%. 

A  key  reason  why  the  U.  S.  cost  of 
funds  is  high,  especially  compared  with 


Japan's,  is  the  plunge  in  the  net  nation- 
al savings  rate  to  the  3.6%  average  of 
the  1980s,  down  from  the  8.2%  norm  of 
the  three  previous  decades.  Demand 
for  this  scarce  capital — savings — drove 
up  its  price  in  the  1980s.  Worse  yet, 
restructurings  may  not  only  be  the 
natural  outgrowth  of  costly  capital. 
They  may  also  be  helping  to  keep  the 
savings  rate  low  and  hence  perpetuat- 
ing still  more  debt-driven  deals.  In 
a  restructuring,  shareholders  convert 
equity  into  cash,  at  least  temporarily, 


and  one  study  argues  that  individual 
investors  spend  50$  of  each  $1  of 
equity  converted  into  cash. 

The  cumulative  effect  is  potentially 
devastating.  What  seems  a  good  in- 
vestment when  capital  costs  are  1.5%, 
as  they  were  in  Japan,  becomes  a  fool- 
ish investment  when  the  prevailing 
cost  is  6%,  as  in  the  U.  S.,  says  Har- 
vard University  economist  Lawrence 
H.  Summers.  He  found  that 
under  these  circumstances,  for 
a  U.  S.  company  to  be  willing 
to  lower  earnings  by  $1  today, 
it  must  get  $1.20  back  within 
three  years.  A  Japanese  rival 
can  patiently  wait  12  years  for 
the  same  payoff.  Similar  calcu- 
lations from  the  investor's  per- 
spective emphasize  the  finan- 
cial sense  of  accepting  a 
takeover  bid  or  LBO  instead  of 
management's  pleas  for  long- 
term  backing. 

SHORT  LEASH.  Indeed,  behind 
the  1980s'  debt  binge  is  the 
fact  that  debt  and  equity  trig- 
ger fundamentally  different 
modes  of  corporate  behavior. 
The  threat  of  bankruptcy  if 
debt  payments  aren't  met  in  a 
leveraged  company  severely 
limits  management's  freedom. 
Debt  forces  management  to 
pull  back  on  investments,  with 
the  cash  flow  going  instead  to 
tiie  suppliers  of  capital.  Changing  the 
capital  structure  from  equity  to  debt 
passes  control  over  cash  flow  from 
management  to  creditors. 

Yes,  the  market  is  now  telling  finan- 
ciers and  managers  to  pull  back  from 
the  extremes  of  leverage.  But  the  eco- 
nomic forces  underpinning  the  corpo- 
rate debt  boom  haven't  changed.  Until 
the  nation  puts  a  priority  on  savings, 
corporate  managers  and  investors  will 
both  "rationally"  act  to  shortchange 
America's  economic  future. 
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WE  JUST  HAD  ANOTHER 
GREAT  IDEA.  SANYO. 


Our  business  began  with  a 
great  idea.  And  things  have  gone 
even  better  than  expected. 

Success  seems  to  come  from 
making  small  decisions  correctly, 
like  which  brand  of  fax  equipment 
we  needed.  There  was  a  lot  to 
think  about.  Was  it  state-of-the- 
art?  Affordable?  And  most  of  all, 
was  It  easy  to  operate?  (We 
wanted  our  people  busy,  but  not 
in  training  sessions.) 

After  looking  at  a  lot  of  alter- 


natives, one  really  had  the  edge. 
Sanyo.  That's  right,  Sanyo. 

Their  fax  machines  come  with 
many  standard  business  features, 
like  auto  speed  dialing  and  polling. 
Depending  on  the  model  you 
choose,  you  can  broadcast  to 
100  locations,  send  to  20  loca- 
tions with  the  touch  of  a  button, 
or  speed  dial  to  80  destinations. 
Up  to  40  pages  can  be  stored  in 
memon/.  And  we  can  transmit 
anything  up  to  giant  ledger  size 


pages.  The  results  look  great,  too. 

It  all  adds  up  to  the  fact  that 
Sanyo  fax  machines  are  just  right 
to  help  a  business  like  ours  grow. 
We  hope  all  our  ideas  work  out 
to  be  this  smart. 


 \  
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I  don't  get  it.  We  have  great 
people  in  the  field.  Why  can't 
hey  get  to  our  customers?" 


Your  sales  and  marketing  effort 
is  one  of  your  biggest  invest  ments. 
And  all  too  often  one  of  your 
least  productive. 

Hewlett- I'ackard  has  a  better  way. 


With  an  HP  sales  and  marketing 
information  system  you  can  make 
yoiu"  inv(^stment  work  harder 
F'or  your  sales  force,  HP  systems 
automate  an  array  of  tasks.  And 
provide  up-to-the-minute  infor- 
mation on  customers,  competition, 
and  {)rospects.  So  your  people 
can  spend  more  time  selling.  So 
your  people  can  sell  smarter 

Many  major  companies  have 
already  streamlined  their  sales 


and  marketing  divisions  with  the 
help  of  Hewlett-Packard.  For 
one  company,  an  HP  system 
increased  sales  productivity  20"i.. 
For  another,  HP  introduced  a 
telemarketing  automation  system 
which  extended  calling  time  to 
12  hours  per  day.  And  boosted 
revenues  by  20%. 


These  and  other  success  stories 
are  the  result  of  HP's  closed  loop 
approach  to  information  man- 
agement. This  approach  gives 
feedback  tx)  every  arm  of  y(jur 
marketing  effort.  So  everyone  has 
access  to  more  accurate,  more 
timely  information.  So  everyone 
can  be  more  productive. 

Today,  if  you  qualify  for  our  special 
Sales  and  Marketing  Pilot  Program, 
we'll  guarantee  your  company 
ijnproved  productivity  with  an 


HP  system.  To  find  out  more  about 
this  unique  offer,  call  us  at 
1-800-752-0900,  Ext.  604G. 

There  is  a  better  way. 


EWLETT 
PACKARD 
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REAL  ESTATE  I 


FROM  BACKWATER 
TO  BIOCKBUSTER 


Real  estate  once  just  sat  there.  Now,  companies  put  it  in  action 


The  cloud-prodding;  majesty  of  its 
corporate  headquarters  is  a  source 
of  pride  to  Sears,  Roebucii  &  Co. 
But  that  isn't  stopping  the  Chicago- 
based  retailer  from  putting  the  world's 
tallest  building  on  the  block  and  remov- 
ing its  merchandising  group  to  less  ex- 
alted suburban  digs.  By  the  harsh  new 
math  of  corporate  real  estate,  continuing 
to  own  the  110-story  Sears  Tower  makes 
the  company  vulnerable  to  a  takeover. 
Thanks  to  depreciation,  the  edifice  is  car- 
ried on  the  books  at  far  less  than  its  $1 
billion  market  price — rendering  it  a  clas- 
sic undervalued  asset,  the  kind  that 
makes  raiders  slaver. 

While  the  ascent  of  the  raiders  in  the 
early  1980s  started  Corporate  America 
rethinking  the  use  of  its  real  estate  hold- 
ings, the  process  has  gone  far  beyond 
the  purely  defensive  phase.  Increasingly, 
corporate  property  is  becoming  a  key  to 
achieving  goals  from  paying  down  debt 
to  reducing  overhead  and  maximiz- 
ing shareholder  returns.  "Real  es- 
tate," says  Professor  Benjamin 
Schore  at  Columbia  University's 
Graduate  School  of  Business,  "now 
does  a  lot  more  than  sit  around." 
'TOO  LATE.'  Once  no  more  challeng- 
ing than  a  Sunday  afternoon  Monop- 
oly game,  managing  these  assets  is 
becoming  a  complex,  high-powered 
operation.  Being  in  charge  of  real 
estate  holdings  used  to  be  the  last 
stop  before  retirement.  But  at  more 
and  more  companies,  it  is  now  the 
province  of  fast-track  managers  who 
figure  prominently  in  high-level 
strategy  sessions.  Some  of  the  more 
property-conscious  companies,  in- 
cluding Boise  Cascade  Corp.  and 
Campbell  Soup  Co.,  no  longer  cram 
real  estate  records  into  filing  cabi- 
nets. Instead,  they  treat  them  just  as 
if  they  were  a  stock  portfolio,  feed- 
ing them  into  computer  data  banks, 
which  are  revised  daily.  "At  a  mo- 
ment of  crisis,  you  don't  want  to  do 
a  major  study  that  will  take  weeks 
just  to  find  out  what  you  have,"  says 
Kevin  Haggarty,  executive  vice-pres- 
ident at  Cushman  &  Wakefield  Inc., 
a  New  York  real  estate  brokerage. 


Take  Federated  Department  Stores 
Inc.,  whose  ho-hum  attitude  toward  its 
hundreds  of  prime  department-store  lo- 
cations led  to  Robert  Campeau's  $6.7  bil- 
lion takeover  last  year.  Federated,  the 
parent  of  Bloomingdale's  and  other  well- 
known  outlets,  insisted  on  owning  many 
of  the  buildings  that  house  its  stores. 
That  was  fine  by  Campeau,  who  used 
them  as  collateral  for  the  purchase. 
"Federated  didn't  realize  what  was  hap- 
pening until  it  was  too  late,"  recounts 
William  N.  Smith,  an  analyst  for  Smith 
Barney,  Harris  Upham  &  Co. 

Selling  holdings,  a  la  Sears,  is  the  sim- 
plest move — and  the  easiest  way  to  dis- 
courage suitors.  Last  year,  spice  produc- 
er McCormick  &  Co.  raised  $550  million 
through  sales  of  excess  space  in  Balti- 
more, near  its  Hunt  Valley  (Md.)  head- 
quarters, and  used  the  proceeds  to  fund 
a  defensive  stock  buyback. 

Property  sell-offs  can  also  make  a  big 
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dent  in  debt.  That's  why  Campeau  has 
wasted  no  time  unloading  several  Feder 
ated  subsidiaries  and  their  choice  shop 
ping  locales.  Heavily  indebted  Turne: 
Broadcasting  System  Inc.  hopes  to  ge 
$65  million  for  its  CNN  Center  in  Atlanta 
Lockheed  Corp.,  reacting  to  a  defense 
industry  downturn,  wants  to  sell  225  o 
its  industrial  acres  in  Burbank 
Calif.,  for  $1  million  an  acre. 

Some  companies  are  managing  t< 
cash  in  on  their  real  estate  withou 
kissing  it  good-bye.  The  sale-lease 
back,  long  a  last  resort  for  the  cash 
starved,  is  now  a  key  defensiv 
strategy:  By  selling  a  building  an( 
staying  on  as  its  tenant,  a  company 
removes  the  tempting  asset  from  it  ;^ 
books,  gets  a  cash  infusion,  and  pay: 
a  fraction  of  that  in  rent. 

A  less  drastic  version  of  this  plo; 
is  being  tried  by  May  Departmen 
Stores  Co.,  which  sold  a  half-interes 
in  25  choice  shopping  centers  to  ; 
partnershi})  of  Prudential  Insuranc 
Co.  and  Indianapolis  investor  Melvii 
Simon.  That  way,  May  raised  $55i 
million  for  a  stock  buyback  late  las 
year,  reducing  its  takeover  vulnera 
bility  without  jeopardizing  its  sites. 
FOXY  MOVE.  Corporate  land  holding: 
have  the  added  advantage  of  insur 
ing  against  acquisitions  that  gt 
wrong.  When  Los  Angeles  investo, 
Marvin  Davis  couldn't  make  a  sue 
cess  of  Twentieth  Century-Fox  Filn 
Corp.  after  four  years  of  trying,  h 
sold  the  studio  to  media  baron  Ru- 
pert Murdoch  but  kept  its  valuabl 
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eal  estate,  including  tiie  Pebble  Beach 
olf  resort.  Although  Davis  paid  $725 
lillion  for  Fox  and  sold  it  for  $325  mil- 
on,  he  came  out  ahead:  The  value  of 
'ebble  Beach  alone  is  $500  million. 
That's  not  to  say  that  real  estate  is 
Iways  golden.  Many  empty  office  build- 
igs  in  the  Southwest,  held  by  ailing 
hrift  institutions,  are  on  the 
lock  at  big  discounts.  Merv 
Iriffin,  the  former  talk-show 
ost  who  owns  Resorts  Interna- 
ional  Inc.,  is  having  difficulty 
elling  a  leasehold  on  an  Atlantic 
lity  casino. 

The  least  spectacular  resale 
otential  belongs  to  factories, 
^hich  are  seldom  in  the  right  lo- 
ations  for  conversion  to  condos 
r  chic  malls.  "All  a  paper  mill 
an  do  is  make  paper,"  says 
-arry  P.  Ebert,  executive  direc- 
Dr  of  the  Industrial  Develop- 
lent  Research  Council,  a  trade 
roup  based  in  Norcross,  Ga. 

The  softening  of  many  real  es- 
ate  markets  (page  22)  is  leading 
0  more  subtle  dangers,  especial- 
/  in  corporate  acquisitions.  A  fa- 
orite  game  is  to  minimize 
goodwill,"  which  Wall  Street 
rowns  on  as  a  bookkeeping  contrivance 
equired  if  an  acquirer  pays  more  than 
lOok  value  for  its  prey.  When  a  buyer 
;ets  inflated  appraisals  of  the  target's 
eal  estate,  less  goodwill  has  to  be 
looked.  This  works  fine  as  long  as  prop- 
rty  values  keep  rising.  But  some  execu- 
ives  are  in  for  unpleasant  surprises, 


notes  Ebert,  when  they  resell  real  estate 
and  find  it  fetches  less  than  its  value  on 
their  books. 

The  new  sophistication  is  leading  to 
methods  that  let  managers  of  large  com- 
panies view  their  holdings  through  a 
raider's  eyes.  McKesson  Corp.,  a  San 
Francisco  drug  distributor  with  600 


HOW  SOME  MAJOR  CORPORATIONS 
ARE  PLAYING  THEIR  REAL  ESTATE 

MAY  DEPARTMENT 
STORES 

Sold  half-interests  in  25  shopping 
malls  to  reduce  the  undervalued  as- 
sets that  attract  raiders 

Mccormick 

Sold  unused  acreage  and  excess  build- 
ings for  $550  million  to  help  pay  for  a 
defensive  stock  buyback 

McKesson 

Screening  its  warehouses  to  weed 
out  "underperforming"  ones  and 
reduce  overhead 

SANTA  FE  PACIFIC 

Mortgaged  industrial  property  to 
finance  recapitalization  and  pay 
down  debt 

SEARS,  ROEBUCK 

Has  world's  tallest  office  tower  up  for 
sale  to  remove  raider-tempting  asset 
from  its  books 

DATA:  BW 

properties  in  the  U.  S.,  considers  its  local 
managers  to  be  renters  of  company 
warehouses,  notes  James  G.  Law,  vice- 
president  for  real  estate.  Managers  in 
high-rent  districts,  he  explains,  must 
contend  with  make-believe  leases  and  de- 
cide whether  selling  and  relocating 
would  be  the  best  way  to  cut  costs  and 


beef  up  return  on  capital.  American 
Telephone  &  Telegraph  and  other  large 
corporations  are  also  using  this  "trans- 
fer pricing"  discipline. 
BEAUTIFUL  SITE.  Companies  that  move  to 
computerize  their  real  estate  inventories 
sometimes  find  jewels  that  make  the 
project  pay  off  quickly.  Robert  Heaton, 
a  managing  director  at  LaSalle 
Partners  Inc.,  a  Chicago  real  es- 
tate consultant,  tells  of  a  commu- 
nications company  in  Washing- 
ton, D.  C,  that  had  been 
carrying  a  building  on  its  books 
at  $15  million.  "On  closer  exami- 
nation, we  found  it  may  be  worth 
$100  million,"  Heaton  says.  As  a 
result,  the  company  may  sell  the 
building  and  move  the  operation 
to  the  suburbs. 

Now  that  the  corporate  real 
estate  genie  is  out  of  the  bottle, 
there's  no  putting  it  back.  Just 
as  nations  war  over  coveted  ter- 
ritory, companies  will  fight  for 
rich  property  holdings.  And  de- 
spite market  fluctuations,  those 
holdings  are  rich  indeed:  $2.6  tril- 
lion of  Corporate  America's  as- 
sets are  in  land  and  structures, 
with  $122  billion  added  in  1988 
alone.  "Executives  can't  say  they're  only 
in  retailing  or  warehouses  or  railroads," 
says  Peter  Linneman,  director  of  the 
University  of  Pennsylvania's  Wharton 
Real  Estate  Center.  Now  they're  in  real 
estate,  too. 

By  Larry  Light  mid  Damd  Zigas  w  New 
York 
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BY  GENE  G.  MARCIAL 

SMOKE  SIGMALS 
ON  BAT  AND 
AMERICAN  BRANDS 


American  Brands,  the  big  diversi- 
fied tobacco  company,  isn't  ex- 
actly another  BAT  Industries, 
the  giant  British  conglomerate  that's 
also  the  world's  largest  tobacco-prod- 
ucts manufacturer.  But  there  might  be 
more  than  just  smoke  between  them. 

When  financier  Sir  James  Goldsmith 
announced  his  surprise  $21  billion  bid 
for  BAT  on  July  11  (page  33),  shares  of 
American  Brands  popped  up  from  69  to 
77  in  just  two  weeks  on  a  tobacco  sym- 
pathy jump.  Now,  there  are  whispers 
that  BAT  and  American  Brands  may 
merge. 

The  talk  is  that  the  Goldsmith  raid 
on  BAT  has  American  Brands  on  "red 
alert."  One  California  investment  ad- 
viser says  that  "if  the  huge  BAT  con- 
glomerate is  under  siege,  American 
Brands  is  a  vulnerable  target,  too." 

For  BAT,  a  merger  with  American 
Brands  would  be  a  tremendous  defen- 
sive move  that  could  thwart  Gold- 
smith's attack.  Ditto  for  American 
Brands:  A  tie-up  with  BAT  would  be  a 
major  poison  pill.  The  company  parried 
a  takeover  attempt  by  E-II  Holdings 
last  year  by  using  the  Pac-Man  de- 
fense, in  which  American  Brands  end- 
ed up  acquiring  E-II  Holdings  instead. 

"A  BAT-American  Brands  combina- 
tion would  be  a  hell  of  a  merger,"  says 
Manny  Goldman,  a  veteran  tobacco 
and  beverage  analyst  at  PaineWebber. 
He  insists  that  he  doesn't  know  of  any 
such  plans.  "But  if  they  do  combine," 
he  says,  "the  fit  would  be  beautiful 
and  would  make  perfect  sense."  Ameri- 
can Brands  and  bat  declined  comment. 
SIZZLING  SALES.  American  Brands's  to- 
bacco products,  including  Pall  Mall, 
Lucky  Strike,  and  Benson  &  Hedges 
cigarettes,  accounted  for  63%  of  its 
$565  million  earnings  last  year  and  59% 
of  its  $7.3  billion  revenues.  Including 
those  made  in  Britain  by  its  Gallaher 
unit,  the  company's  cigarettes  have 
43%  of  the  British  market.  In  the  U.  S., 
American  Brands  has  only  7%,  while 
BAT,  with  240  brands  sold  around  the 
globe,  has  11%.  Top  rival  Philip  Morris 
controls  40%  of  the  U.  S.  market. 

With  or  without  a  takeover,  Gold- 
man is  bullish  on  American  Brands.  He 
puts  the  company's  breakup  value  at 
$110  a  share,  based  largely  on  cash 
flow.  At  $110,  American  Brands  would 


THE  SHARP  RISE 
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cost  about  $12  billion  to  acquire,  which 
he  believes  BAT  could  easily  afford. 

One  alternative  for  American  Brands 
is  to  repurchase  a  chunk  of  shares.  Or 
it  could  sell  some  assets,  such  as  its 
Franklin  Life  Insurance  unit,  which 
generated  li7('  of  earnings  and  8%  of 
revenues  last  year.  It  already  sold  its 
Southland  Life  Insurance  division  earli- 
er this  year.  Other  operations  that 
American  Brands  may  unload,  they 
say,  include  the  Acushnet  unit,  which 
makes  golf  balls  and  Foot-Joy  golf 
shoes,  and  the  optical  unit  of  Gallaher. 


IS  BEEBA  TAIIORED 
FOR  A  TAKEOVER? 


When  a  New  York  investor 
group  slashed  its  stake  in 
Beeba's  Creations  from  8.8% 
to  7.6%  two  months  ago,  shares  of  the 
importer  and  wholesaler  of  women's 
apparel  fell  from  15  to  12.  But  by  late 
July,  the  same  group  reversed  gears 
and  raised  its  holdings  back  up  to  8.8%. 
The  stock  has  since  risen  above  13. 

Why  the  switch?  One  reason  is  that 
Beeba,  which  posted  an  88(t-a-share 
loss  last  year,  appears  to  be  turning 
around  much  faster  than  had  been  ex- 
pected. Fiscal  third-quarter  results 
proved  encouraging:  Earnings  jumped 
to  $1.6  million,  or  35$  a  share,  from  a 
loss  of  $86,437  a  year  earlier.  And  prof- 
its are  expected  to  swell  to  95(t  a  share 
for  all  of  fiscal  1989  and  to  $1.30  in 
1990,  according  to  Margaret  Gilliam,  an 
analyst  at  First  Boston. 

But  to  investors  who  have  been 
snapping  up  Beeba  shares,  there's  a 
more  compelling  reason:  Rumors  have 
Chairman  Arjun  Waney,  who  last  July 


ceded  the  CEO  post  to  President  Steve 
Wyandt,  preparing  to  reduce  his  in- 
volvement with  the  company  and  ulti- 
mately sell  all  or  a  big  part  of  his  20% 
stake.  "That  could  precipitate  a  take- 
over," says  a  major  investor.  J.  C.  Pen- 
ney, one  of  Beeba's  biggest  customers, 
has  22%.  Other  major  customers  in- 
clude The  Limited  Stores,  Wal-Mart 
Stores,  and  Sears  Roebuck.  None  of 
these  is  believed  to  own  shares.  Waney 
couldn't  be  reached  for  comment. 

One  analyst  says  that  Beeba  is  ripe 
for  a  takeover  because  its  stock  is  lag- 
ging behind  its  peers  in  the  business, 
including  Gitano  Group,  which  sports  a 
price-earnings  ratio  of  20;  Nutmeg  In- 
dustries, whose  p-e  is  28;  and  Quicksil- 
ver, with  a  p-e  of  22.  Beeba's  p-e,  based 
on  estimated  1989  earnings,  is  only 
13.4.  This  analyst  puts  Beeba's  value  at 
twice  its  current  price. 


POW!  GOOD  NEWS 
ZAPS  TANDY  BRANDS 


Ei 


Iven  when  a  company  acknowl- 
I  edges  that  it's  for  sale,  buying 
I  the  stock  is  still  risky.  Players 
who  moved  in  on  Tandy  Brands  recent- 
ly can  vouch  for  that. 

Tandy  Brands,  which  makes  leather 
products  and  operates  a  retail  and 
mail-order  business,  has  been  a  hot 
takeover  stock  since  March,  when  its 
shares  were  trading  at  13.  By  May,  the 
stock  had  gone  up  to  17.  Then,  later  in 
the  month,  the  company  announced 
that  it  had  hired  Goldman,  Sachs  to 
assist  in  exploring  the  possible  sale  of 
the  company,  finally  admitting  that 
certain  parties  had  expressed  interest. 

Predictably,  the  stock  soared.  By 
July,  it  had  zoomed  to  27.  Then  came  | 
the  bad  news.  In  early  August,  the 
company  announced  that  its  directors 
had  decided  not  to  sell.  One  reason: 
Things  got  better  all  of  a  sudden.  Fis- 
cal 1989,  which  ended  June  30,  sur- 
prised everyone  with  record  results: 
Operating  earnings  hit  $1.23  a  share 
from  62$  a  year  earlier,  and  sales 
soared  39%,  to  $109  million.  But  the 
stock  has  since  slumped  to  20. 

Still,  several  smart-money  investors 
are  using  the  bad  news  to  accumulate 
shares.  "This  is  the  time  to  buy,  be- 
cause any  of  those  groups  who  were 
interested  in  acquiring  Tandy  have 
even  better  reasons  to  make  an  offer 
now,"  says  one  money  manager  who 
believes  the  stock  is  worth  $30  a  share. 
Bo  Cheadle,  an  analyst  at  Montgomery 
Securities,  expects  earnings  of  $1.30  in 
1990  and  $1.70  in  1991. 
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222-0400  ext.  1277. 
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conomics 


BASIC  INDUSTRIES  I 


WHY  SMOKESTACK  AMERICA  DOESN'T  QUAKE 
AT  THE  WORD  'RECESSION' 


Basic  industry  is  now  so  lean  and  mean  that  a  downturn  would  cause  only  minimal  disruption  \^ 


In  Pittsburgh,  Detroit,  and  Cleveland, 
the  memory  remains  as  sharp  as  win- 
ter's chill.  In  the  early  1980s,  Indus- 
trial America  suffered  its  worst  decline 
since  the  Great  Depression.  Demand 
dried  up,  profits  plummeted,  and  by 
1988,  some  1.7  million  manufacturing 
jobs  had  disappeared.  With  business  now 
waning  in  autos,  machine  tools,  and  con- 
struction, signs  of  apprehension  should 
be  showing  up  in  the  heartland.  But  they 
are  curiously  absent.  In  industry  after 
industry,  executives  think  they're  now 
less  vulnerable  to  a  slowdown  than  they 
were  a  decade  ago. 

It  isn't  that  demand  for  basic  materi- 
als is  any  less  tied  to  the  business  cycle: 
Profits  will  decline  in  a  downturn.  But 
not  as  sharply  as  in  past  recessions. 
That's  partly  because  foreign  sales  will 
help  offset  slower  U.  S.  growth.  But 
more  important,  the  catastrophe  of  the 
early  1980s  forced  companies  to  find 
ways  to  make  labor  and  production  costs 
more  variable.  As  a  result,  says  Robert 
Z.  Lawrence,  an  economist  at  the  Brook- 
ings Institution,  "they  can  stomach  slug- 
gish demand  because  breakeven  points 
have  been  lowered." 
HARDLY  A  HITCH.  To  see  just  what  this 
means,  BUSINESS  WEEK  asked  DRI/Mc- 
Graw-Hill,  the  economic  consulting  and 
forecasting  firm,  to  simulate  the  impact 
of  a  mild  recession  in  the  next  few 
months.  DRI  assumed  a  decline  of  about 
3%  in  gross  national  product  in  this 
year's  second  half.  That  now  appears 
unlikely,  but  were  it  to  occur,  it  would 
cut  real  GNP  growth  for  the  year  to  0.77'. 
In  this  scenario,  basic  industry  would 
chug  along  with  hardly  a  hitch.  Steel 
would  suffer  a  6.77  drop  in  output.  But 
chemicals  and  paper  would  not  be  affect- 
ed. And  the  gross  profits  of  paper  and 
nonferrous-metals  producers  might  actu- 
ally increase  (charts).  That's  because  pa- 
permakers  and  aluminum  producers, 
among  others,  are  steadily  reducing 
their  costs  while  running  close  to 
capacity. 

The  paper  industry  is  in  such  good 
shape  that  "it  would  make  the  strongest 
entry  into  recession  ever,"  says  Benja- 
min Slatin,  the  American  Paper  Insti- 
tute's chief  economist.  Adds  George  S. 


Ansell,  president  of  the  Colorado  School 
of  Mines:  "The  U.  S.  was  too  quick  to 
write  off  basic  industries.  They're  now 
among  the  most  efficient  and  lowest-cost 
producers  in  the  world." 

Indeed,  even  though  they  account  for 
only  15%  of  all  manufacturing  output 
and  a  slim  5%  of  the  economy's  total 
output,  basic  industries  may  be  strong 
enough  to  help  cushion  the  next  reces- 


sion's impact  on  the  overall  economy.  |  a: 
industries  ranging  from  iron  ore  to  co*  C 
per  to  petrochemicals,  companies  ha's 
cut  their  debt  and  put  their  balank 
sheets  on  firm  ground.  i  t 

Thus,  even  if  profits  fall,  materia)  JCf 
producers  aren't  likely  to  halt  spendii)  i 
on  which  other  capital  goods  sectors  c!»  ie 
pend.  And  Randall  W.  Eberts,  an  econi?  -U) 
mist  at  the  Cleveland  Federal  Reseri  a 


100BUSINESS  WEEK/SEPTEMBER  11,  1989 


ECONO^!ES■ 

L 


ink,  believes  that  most  basic  industries 
e  still  running  so  lean  that  a  recession 
11  cause  only  moderate  layoffs,  soften- 
g  the  impact  on  Rust  Belt  states.  Con- 
quently,  consumer  confidence  might 
tually  remain  surprisingly  stable  in 
ese  regions. 

It's  true  that  a  steep  worldwide  slump 
)uld  cause  damage.  Even  the  most  ef- 
;ient  producers  "would  get  clobbered," 
ys  Paul  H.  O'Neill,  chairman  of  Alumi- 
im  Co.  of  America.  But  that  would 
ke  quite  a  downturn.  In  1982,  when 
al  GNP  dropped  by  2.5  percentage 
ints  for  the  year,  the  seven  largest 
S.  steel  producers  posted  a  combined 
;s  of  $4.3  billion.  If  the  same  downturn 
curred  today,  says  Charles  A.  Brad- 
rd,  a  steel  analyst  at  Merrill  Lynch 
tpital  Markets,  only  Bethlehem  Steel 
irp.  would  lose  money.  And  its  deficit 
)uld  be  a  manageable  $30  million.  This 
partly  because  big  steel  buyers,  in- 
iding  the  auto  industry,  are  better  pre- 
red  themselves  to  weather  a  reces- 
m,  having  improved  their  productivity 
d  quality  control  (box,  page  104). 
In  a  mild  dowi:turn — the  scenario  of 
3st  forecasters — basic  industries 
)uld  be  bolstered  by  international  sales 
at  didn't  exist  last  time  partly  because 
high  dollar  priced  them  out  of  foreign 
irkets.  It's  true  that  U.  S.  exports  are 
minated  by  finished  products  such  as 
mputer  gear  and  commercial  aircraft, 
it  developing  nations  are  clamoring 
r  commodity  products,  and  U.  S.  pro- 
cers  expect  that  much  of  their  future 
owth  will  come  from  such  markets — 
iefly  in  the  Far  East  and  South  Ameri- 
.  In  the  future,  Brookings'  Lawrence 
ys,  basic  industry  could  be  an  impor- 
nt  factor  in  reducing  the  U.  S  trade 
ficit. 

JNFUL  CUTS.  The  domestic  chemical  in- 
istry,  whose  trade  surplus  this  year  is 
pected  to  exceed  last  year's  $12.4  bil- 
n,  already  contributes  more  than  r27f 
U.  S.  manufacturing  exports.  The  alu- 
inum  industry,  whose  recovery  from 
e  1981-82  recession  didn't  start  until 
86,  has  increased  its  exports  by  an 
erage  38?c  annually  during  the  past 
^0  years.  Steel,  too,  may  double  its  ex- 
irts  in  1989,  to  a  modest  4  million  tons. 
?en  if  the  dollar  firms,  exports  of  such 
dustries  could  continue  strong.  Lower 
eduction  costs  and  the  quality  of  U.  S. 
lods  account  for  "about  60%"  of  basic 
dustry's  export  improvement,  says 
lomas  Runiewicz,  an  economist  at 
EFA  Group. 

These  gains  have  come  at  the  expense 
painful  cutbacks  in  plant  and  man- 
•wer  in  this  decade.  Metals  miners,  for 
stance,  today  produce  the  same  vol- 
ne  of  output  as  they  did  in  1981 — with 
ilf  the  work  force.  Since  1982,  the  steel 
dustry  has  slashed  employment  by 
1%,  to  168,800,  and  cut  its  raw  steel- 
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making  capacity  by  25%,  to  some  116 
million  tons  annually.  As  a  result,  U.  S. 
steelmaking  costs  are  now  less  than 
those  of  most  foreign  rivals.  At  USX 
Corp.'s  steel  division,  the  nation's  larg- 
est producer,  operating  profits  of  $501 
million  last  year  were  30%  higher  than  in 
1981,  their  last  peak  year,  even  though 
sales  were  41%  lower. 

To  maintain  solid  margins,  producers 
are  keeping  labor  costs  under  control. 
During  the  past  two  years,  they  have 
restored  mid-1980s  concessions  to  union 
workers  and  have  yielded  some  wage 
increases.  But  these  will  raise  labor 
costs  by  only  about  4%'  to  5%'  a  year  in 
the  next  three  to  four  years — in  line 
with  most  inflation  forecasts.  In  July, 
Magna  Copper  even  reached  a  variable 
wage-rate  agreement  with  10  unions,  in- 
cluding the  United  Steelworkers,  that 
pegs  future  wage  increases  to  the  price 
of  copper.  In  aluminum,  steel,  and  cop- 
per, producers  now  have  agreed-upon 
profit-sharing  formulas  with  the  USW,  so 
the  companies  will  get  some  cost  relief  if 
sales  decline. 

LIKE  'AMOEBAS.'  Employers  also  are 
keeping  work  forces  lean.  When  strong 
demand  and  tight  supplies  strained  ca- 
pacity in  1988,  steel  producers  scheduled 
more  overtime  instead  of  adding  work- 
ers. If  demand  falls,  they'll  go  back  to 
regular  hours.  In  aluminum,  Reynolds 
Metals  Co.  closed  four  of  its  seven 
smelters  and  now  buys  nearly  40%'  of  its 
metal  from  others  in  the  U.  S.  and  Cana- 
da. If  orders  fall,  purchases  will  be  cut, 
not  U.  S.  jobs,  says  Reynolds  President 
Richard  G.  Holder.  The  heavy  industrial 
producers  have  become  "amoebas,"  says 
Audrey  Freedman,  a  labor  economist  at 
the  Conference  Board.  "They  can  retract 
and  reshape  themselves." 

Plant  modernizations  have  led  to  more 
flexibility,  too.  Rather  than  building  new 
plants,  many  producers  have  automated 
more  completely,  raising  productivity 
and  eliminating  jobs.  Alcoa  has  spent 
$400  million  to  add  the  world's  most  ad- 
vanced cold-rolling  sheet  mill  to  its  old 
Alcoa  (Tenn.)  plant.  The  mill  is  now  run 
by  four  16-member  teams,  one-fifth  the 
staff  Alcoa  once  employed  at  three  older 
mills  that  have  been  closed.  The  new  mill 
can  turn  out  more  than  1  billion  pounds 
of  sheet  a  year,  66%  more  than  the  three 
old  mills  together. 

In  the  paper  industry,  leading  produc- 
ers have  installed  high-powered  presses 
to  squeeze  water  out  of  linerboard  used 
to  make  boxes.  Speeding  up  the  drying 
process  in  this  way  lowers  production 
costs  by  15%  to  20%.  In  the  petrochemi- 
cal industry,  most  producers  now  can 
shift  from  one  hydrocarbon  feedstock  to 
another,  depending  on  price  and  avail- 
ability. "The  [petrochemical]  business  is 
a  lot  smarter  than  it  was  in  the  early 
1980s,"  says  James  R.  Crocco,  president 
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of  DeWitt  &  Co.,  a  Houston  consulting 
firm. 

Still,  piling  on  capacity  when  times  are 
good  is  a  temptation  that  materials  pro- 
ducers rarely  have  resisted.  Even  now, 
in  the  Houston  area,  some  148  petro- 
chemical plants  or  plant  additions  are 
under  construction  or  on  the  drawing 
boards.  If  most  of  them  go  forward,  the 
ethylene  market — already  weakening 
from  a  price  war-  that  started  late  last 
year — could  be  swamped.  But  Dow 
Chemical  Co.'s  CEO  Frank  P.  Popoff 
doesn't  think  that  this  will  happen.  A 


number  of  new  facilities  will  be  canceled 
or  delayed,  Popoff  believes.  It  already  is 
too  late  to  avoid  overcapacity  in  the  auto 
industry,  largely  because  so  many  for- 
eign-owned assembly  plants  are  being 
built  in  the  U.  S. 

But  in  basic  industries,  streamlining 
and  a  weak  dollar  relative  to  its  strength 
in  the  mid-1980s  mean  that  in  a  world- 
wide glut  most  severe  shutdowns  should 
occur  in  other  countries,  a  reversal  of 
what  happened  in  the  early  1980s.  In  a 
deep  recession,  some  5  million  tons  of 
U.  S.  steelmaking  capacity  will  be  shut- 


A  SHORT  SKID  WOULD  HARDLY 
PUT  A  DENT  IN  DETROIT 


It's  a  well-kept  secret.  But  the  bell- 
wether auto  industry  may  do  well 
in  a  mild  recession,  too. 
Certainly  it  won't  suffer  the  blood- 
letting of  the  early  1980s.  As  industry 
sales  plunged  31%  from  1978  to  1982, 
Chrysler  Corp.  came  close  to  bankrupt- 
cy, and  Ford  Motor  Co.  was  in  trouble 
as  well.  This  time,  "I  think  we'll  come 
through  better  than  reasonably  well, 
relative  to  the  past,"  says  Allan  D.  Gil- 
mour.  Ford's  executive  vice-president 
for  corporate  staffs. 

This  year,  U.  S.  car  and  light-truck 
sales  may  fall  to  14.8  million  vehicles, 
9.2%-  below  the  1986  peak  of  16.3  mil- 
lion. But  the  Big  Three's  combined 
profits,  compared  to  1986,  will  be  up 
about  307'.  The  reason  is  cost  control. 
Since  1987,  General  Motors  Corp.  has 
cut  nearly  $10  billion,  or  11%,  out  of  its 
annual  costs.  Its  goal  is  $12.5  billion  to 
$13  billion  by  1990.  Having  become 
lean,  the  other  companies  are  staying 
that  way.  After  Chrysler  bought  Amer- 
ican Motors  Corp.  in  1987,  it  trimmed 
its  combined  white-collar  work  force  by 
10%.  Then,  in  July,  Chrysler  said  it 
would  cut  another  $1  billion  of  fixed 
costs  by  yearend.  Ford  has  resisted 
building  new  plants  and  met  demand 
by  boosting  productivity  and  schedul- 
ing overtime.  In  1989's  third  quarter,  it 
will  operate  at  less  than  100%  of  its 
normal,  40-hour-week  capacity  for  the 
first  time  since  August,  1983. 
CUSHION.  Because  they're  slimmer,  the 
Big  Three  would  make  money  in  a  soft 
landing.  Analyst  Ronald  A.  Glantz  of 
Montgomery  Securities  thinks  that 
Chrysler's  sales  would  have  to  skid 
16%  more,  to  an  annual  rate  of  2.16 
million  vehicles,  for  it  to  fall  to  break- 
even, gm's  and  Ford's  sales  could  drop 
an  additional  18%  and  29.3%,  respec- 
tively >  before  either  would  lose  money. 


That  cushion,  and  extensive  job-secu- 
rity pacts  with  the  United  Auto  Work- 
ers, mean  that  a  mild  recession  won't 
cause  big  layoffs.  From  1978  to  1982, 
the  Big  Three  eliminated  324,000  U.  S. 
white-collar  and  hourly  jobs.  This  time, 
says  DRi/McGraw-Hill,  they  may  get 
by  with  negligible  layoffs. 

It's  true  that  overcapacity  and  com- 
petition from  Japanese-owned  assem- 
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Output:  S223.8  billion 
Employment:  741,000 
Gross  profits:  S23.6  billion 
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bly  plants  in  the  U.  S.  remain  a  threat 
to  Detroit.  Both  v/ould  worsen  the  ef- 
fects of  a  recession.  Still,  with  costs 
largely  in  line,  the  Big  Three  are  work- 
ing on  their  biggest  remaining  weak- 
ness: quality.  And  they're  succeeding. 
In  the  latest  consumer  satisfaction  sur- 
vey by  J.  D.  Power  &  Associates  Inc., 
domestic  brands  as  a  group  scored 
higher  than  European  imports  for  the 
first  time  since  the  current  index  was 
set  up  in  1986.  The  gap  is  even  narrow- 
ing with  the  Japanese.  With  costs 
down  and  quality  up,  Detroit  will  be 
able  to  keep  selling  cars  and  making 
money  even  if  a  recession  pinches. 

By  James  B.  Treece  in  Detroit 


tered,  estimates  Peter  F.  Marcus,  an  a: 
alyst  at  Paine  Webber  Inc.  He  adds  th 
much  bigger  cutbacks  would  occur 
higher-cost  plants  in  Japan  and  Europ 
Similarly,  high-cost  paper  plants  in  Can 
da  and  Scandinavia  would  be  priced  oi 
of  the  market  and  would  have  to  clo; 
down  long  before  lower-cost,  more  ef: 
cient  U.  S.  facilities,  according  to  Evadr 
S.  Lynn,  an  analyst  at  Merrill  Lynch 

This  will  buffer  areas  of  the  counti 
that  suffered  huge  job  losses  in  the  ea 
ly  1980s.  Then,  retrenchment  creatt 
near-ghost  towns  in  Pennsylvania's  M 
nongahela  Valley,  Minnesota's  Ire 
Range,  and  the  Pacific  Northwest.  No 
the  economies  of  such  regions  have 
least  modestly  recovered.  Robert 
Schnorbus,  a  senior  economist  at  tl 
Chicago  Federal  Reserve  Bank,  figur 
that  manufacturing  employment  in  tl 
five  Midwest  industrial  states  it  cover 
for  example,  is  growing  about  20%  fas 
er  than  in  the  U.  S.  as  a  whole.  I 
thinks  that  one-third  to  one-half  of  tl 
difference  is  the  result  of  significa 
productivity  improvements  that  ha 
boosted  sales  and  led  to  expansion. 
'ONLY  io%  THERE.'  Years  ago,  wh 
America's  basic  industries  were  tl 
strongest  on  the  globe,  strength  event 
ally  bred  complacency.  Will  it  happ' 
again?  Thomas  L.  Hout,  a  vice-preside 
of  Boston  Consulting  Group  Inc.,  is  wc 
ried  about  that.  "It's  not  enough  [f 
materials  manufacturers]  to  be  low-co 
producers,"  he  says.  Their  future  co; 
petitiveness  will  also  depend  on  how  w 
they  can  help  customers  develop  n€ 
products  quickly  in  response  to  changi 
market  demand.  That  means  they'll  ha 
to  come  up  with  everything  from  bett< 
quality  materials  that  won't  jam  mach 
ery  to  just-in-time  delivery  systems  f 
special-order  products. 

This  will  be  a  challenge.  "You  cai 
just  run  out  and  buy  a  $100  million  pie 
of  equipment,  slide  it  into  place,  and  ( 
pect  the  world  to  be  a  whole  lot  bett 
place,"  says  Alcoa's  O'Neill.  "At  Alc( 
we're  only  10%  there." 

Can  basic  industry  go  the  rest  of  t 
way?  If  talk  is  worth  anything,  the 
swer  is  yes.  Like  survivors  of  the  Gre 
Depression,  most  managers  in  todai 
basic  industries  are  humbled  and  c£ 
tious.  Their  arrogance  is  gone.  So 
their  volume-driven,  market-share-; 
any-cost  mentality.  "Every  move  ^ 
make  now  is  in  recognition  of  the  &} 
the  next  economic  downturn  come;!' 
says  Thomas  C.  Graham,  president  f 
USX'  steel  division.  "We  won't  make  ]\\ 
same  mistakes  again." 

By  Michael  Schroeder  in  Pittsburgh,  u-^l 
Sandra  D.  Atchison  in  Denver,  Jonathk  ^ 
B.  Levine  in  San  Francisco,  and  ftMrel  ,pj 
reports  f  ■' 
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One  of  the  many  things 
your  fiiyaers  don't  have 
to  do  with  our  copiers. 


At  Xerox,  we've  always  believed  in  mak- 
ing our  own  luck. 

Which  is  why  our  midsized  copiers  are 
designed  to  do  everything  you  ask  of 
them,  time  after  time,  copy  after  copy. 

But  they're  more  than  reliable.  They're 
easy  to  use.  Even  the  most  complicated 
tasks— like  turning  a  batch  of  mixed- 
sized  originals  into  a  set  of  uniform 
copies  or  copying  computer  forms -are 
now  as  simple  as  making  a  single  copy 
on  a  desktop  model.  There  are  even 
fewer  buttons  to  press. 


As  for  copy  quality,  that's  another  thing 
you  can  take  for  granted.  Because  our 
breakthrough  microprocessor  technol- 
ogy automatically  monitors  copy  quality 
and  makes  sure  every  copy  is  as  clean 
and  sharp  as  the  first. 

So  find  out  more  about  how  Xerox 
makes  copying  quick  and  easy  by  call- 
ing 1-800-TEAM-XRX,  Ext.  1027. 

And  save  your  luck  for  the  lottery. 


Team  Xerox.  IVe  document  the  world. 


Yes,  I  'd  like  to  learn  more  about  Xc 

rox  midsized 

copiers  and  how  they  can  make  cop 

ying  quick  and  easy. 

□  Please  send  me  inlormaUon. 

U  Please  have  a  sales  representative 

contact  me 

Send  this  coupon  to: 

Xerox  Corporation,  PO  Box  24,  Ro 

Chester,  NY  14692 

NAMb                  Pica^i-  Print                                                     lin  h 

COMPANY 

ADDRtSS 

Or  call  l-XOO-TEAM-XRX.Ext  1027 
(1-800-832-6979,  Ext.  1027) 

XEROX'  IS  a  iradeiiidrk  ol  XEROX  CORI'ORAriON 
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HEWLETT-PACKARD'S  SCREECHING  TURN 
TOWARD  DESKTOPS 
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Its  drive  into  PCs  and  workstations  is  paying  off — but  the  bumps  are  taking  their  toll 


CEO  YOUNG  AND  WIFE  ROSEMARY:  MAKING  A  HAPPY  MARRIAGE  OF  HP  AND  APOLLO  COULD  PROVE  TRICKY 


s 


ometiines  you  just  can't  win  for 
I  trying.  Ask  John  A.  Young.  By 
now,  the  president  of  Hewlett- 
Packard  Co.  should  have  been  reveling 
in  Wall  Street's  applause.  After  spend- 
ing six  years — and  $400  million — to  rede- 
sign hp's  outdated  minicomputer  line, 
the  long-awaited  payoff  be- 
gan last  year.  HP  started  re- 
couping market  share  from 
rivals  IBM  and  Digital 
Equipment  Corp.,  and  prof- 
its soared  27%'.  Analysts  ex- 
pected the  same  in  1989. 

But  Young's  hour  of  glo- 
ry will  have  to  wait.  Ironi- 
cally, it  has  been  delayed 
by  another  HP  success:  the 
company's  rapid  move  into 
workstations  and  personal 
computers.  Recognizing 
that  networks  of  such  ma- 
".hines  would  steal  minieom- 
1  iter  business,  Young  has 
tfc,  en  bold  steps  to  make 
sui^  that  HP  will  benefit 
from  "-he  trend,  not  suffer 
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from  it.  In  May,  the  company  snapped 
up  workstation  pioneer  Apollo  Computer 
Inc.  for  $500  million.  Next,  Young  inked 
joint-development  deals  with  Japan's  Hi- 
tachi Ltd.  and  Koi'ea's  Samsung  Elec- 
tronics Inc.  to  fill  the  gaps  in  his  work- 
station line. 


)Vri 


HP'S  NEW  PARTNERS 


Partner 

Date 

Deal 

SAMSUNG  ELECTRONICS 

August,  1989 

Licenses  Samsung  to  use  RISC  technol- 
ogy,- co-development  of  workstations 

HITACHI 

July,  1989 

Licenses  Hitachi  to  use  HP  RISC 
processor;  chip  co-development 

APOLLO  COMPUTER 

May,  1989 

Acquisition  for  $500  milllion 

3COM 

February,  1989 

5%  investment  in  PC  netw/ork 
supplier;  plans  joint  marketing  and 
development 

EON  SYSTEMS 

January,  1989 

Acquisition  of  netvi^ork-monitoring 
equipment  maker 

HIUO  TECHNOLOGIES 

January,  1989 

25  %  stake  in  factory  softw/are  maker 

OCTEL  COMMUNICATIONS 

August,  1988 

10%  stake  in  voice-mail  supplier; 
European  distribution  agreement 

DATA:  HP«LEn-PACKARO  CO 


The  problem  is  that  th( 
shift  to  desktop  computers 
is  happening  even  fastei 
than  Young  expected.  Hi 
figured  its  PC  sales  wouk 
rise  by  30%  in  1989.  Now,  r 
looks  as  if  they'll  jump  50% 
to  about  $750  million.  Bj 
next  year,  revenues  fron 
PCs,  workstations,  anc 
desktop  peripherals — in 
eluding  hp's  hot-selling  La 
serjet  printer— should  ac 
count  for  some  34%  o: 
revenues,  surpassing  sale: 
from  its  $4  billion  minicom 
puter  line  (chart).  Propor 
tionately,  HP  will  have  mon 
of  its  business  in  these  fast 
growing  parts  of  the  indus 
try  than  IBM,  Digital,  an( 
Unisys.  Unfortunately 
sales  growth  of  minicom 
puters  is  slipping  faste 
than  anticipated,  too.  It  wa; 
largely  minis  that  account 
ed  for  a  $100  million  reve 
nue  shortfall  in  the  Juh 
quarter.  That's  squeezing  the  botton 
line,  since  desktop  products  have  40' 
gross  margins,  vs.  about  707c  for  minis 
NEW  MIX.  As  a  result,  analysts  havi 
dropped  their  profit  expectations  by  159 
for  the  year  ending  Oct.  31  to  about  $81S  sic 
million.  That's  nearly  flat  with  las 

year — on  a  19%  jump  in  revftaf 
enues,  to  $11.7  billion.  An(  it 
until  Young  can  bring  cost; 
in  line  with  the  new  mix,  H!  a 
is  going  to  suffer.  "We'v( 
understood  the  problem 
but  we  can't  make  the  shif 
fast  enough,"  he  says.  On- 
result:  hp's  stock  droppec 
12%  in  August,  to  50%. 

It  appears  that  the  bij 
kick  from  HP's  new  Spec§ 
trum  line  of  minicomputer 
may  be  over.  Young's  1981 
gamble  on  Spectrum,  baseAlt 
on  a  chip  design  called  RIS( 
reduced  instruction-se 
computing),  paid  off  initial  ;f( 
ly.  hp  started  cracking  riva  str 
strongholds  such  as  Ameri  ^ 


I 


n  Airlines  Inc.,  an  IBM  shop,  which  or- 
red  $18  milhon  worth  of  HP  minis  and 
ftware  to  run  networks  of  PCs.  But 
wording  to  a  survey  by  investment 
nkers  Robertson,  Stephens  &  Co., 
ne  217f  of  HP's  customers  who  were 
ely  to  upgrade  to  Spectrum  did  so  in 
iS,  and  only  slightly  more  plan  to  con- 
rt  during  1989  and  1990  combined. 
3rse,  during  the  July  quarter  several 
stomers  canceled  orders, 
rhat  was  the  first  sign  that  HP 
ildn't  easily  elude  the  malaise  that 
3  engulfed  mini  makers  Data  General, 
ime,  and  Wang  in  the  past  two  years, 
•oads  by  PCs  and  workstations  have 
v/ed  minicomputer  sales  growth  to 
out  7'A  annually,  estimates  market  re- 
ircher  InfoCorp.  HP  still  hopes  that  a 
w  version  of  Spectrum's  operating 
item,  its  basic  software,  will  spur 
3ve-average  growth.  But  Executive 
;e-President  Douglas  C.  Chance  con- 
ies that  it's  unlikely  that  it  will  last 
•  long.  Says  Robertson  Stephens  ana- 


Apollo,  for  example,  HP  won  the  busi- 
ness of  Mentor  Graphics  Corp.,  the  lead- 
ing developer  of  C.A.E  software.  Mentor 
resells  Apollo  computers  equipped  with 
its  own  software.  Now,  HP  is  steering 
CAE  customers  toward  Mentor's  prod- 
ucts rather  than  pushing  its  own  pack- 
age. "HP  has  recognized  that  what's  par- 
amount is  winning  in  the  computer 
business — not  driving  away  the  resellers 
that  can  help  it,"  says  Mentor  President 
Gerald  Langeler. 

DEALER  DISCOUNTS.  The  company  has 
changed  its  approach  to  the  PC  market, 
too.  Rather  than  pushing  PCs  through  its 
costly  direct  sales  force,  HP  has  turned 
on  the  afterburners  to  recruit  more  com- 
puter dealers.  In  March,  it  raised  dis- 
counts by  as  much  as  &a  for  dealers 
who  guarantee  specific  sales  volumes. 
HP  also  launched  dealer  promotions  to 
push  PCs  in  such  markets  as  engineering 
design.  "HP  is  finally  putting  its  re- 
sources where  its  mouth  is  when  it  asks 
for  the  business,"  says  William  C. 


HP'S  SHIFT 
TO  MICROCOMPUTERS... 


...IS  SQUEEZING 
ITS  PROFITS 


9S?  REVENUES 

i.1  BILLION 


990  REVENUES 

13.7  BILLION 


□  TEST  &  MEASUREMENT 
EQUIPMENT 


□  MINICOMPUTERS' 

□  WORKSTATIONS 
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t  Peter  Rogers:  "This  is  as  good  as  it 
ts  for  minis  at  HP." 
^'or  Young,  57,  that  means  a  dramatic 
nake  of  the  company  where  he  has 
jnt  his  30-year  career.  An  electrical 
^ineer  and  Stanford  University  MB.A., 
ung  has  already  lived  through  some 
igh  times  in  pursuit  of  desktop  suc- 
is.  In  the  early  1980s,  the  company 
•ed  by  building  PCs  that  were  incom- 
tible  with  IBM's.  Not  until  late  1987  did 
have  a  complete  line  of  iBM-compati- 
is.  And  when  it  began  selling  worksta- 
ns,  HP  ignored  the  software  develop- 
i  whose  packages  for  jobs  such  as 
Tiputer-aided  engineering  (CAE)  were 
pularizing  Apollo  and  Sun  Microsys- 
ns  Inc.  machines.  Instead,  HP  compet- 
with  them  with  its  own  packages, 
y^oung  has  since  changed  marching  or- 
rs  for  his  marketers:  Concentrate  on 
iustry  standards,  and  enlist  outsiders 
help  sell  HP  machines.  By  acquiring 


Keiper,  president  of  the  300-outlet  Mi- 
croage  Inc. 

The  push  has  paid  off.  This  year,  more 
than  10%  of  HP's  PC  sales  will  go 
through  dealers — up  from  30%  two 
years  ago.  And  the  company's  share  of 
the  world  market  for  IBM-compatibles, 
which  grew  by  a  third  last  year,  to  3.2%, 
continues  to  rise.  Still,  hp's  profits  from 
PCS  have  suffered  because  it  pays  both 
sales  commissions  and  dealer  discounts. 
Weaning  the  sales  force  from  PCs  should 
boost  margins,  but  analysts  say  that  HP 
still  needs  a  heavyweight  dealer  such  as 
ComputerLand  Corp.  or  Businessland 
Inc.  to  meet  its  future  sales  goals.  Nei- 
ther is  a  shoo-in. 

Meanwhile,  hp's  challenge  is  to  merge 
smoothly  with  Apollo.  On  paper,  Apollo 
has  nearly  doubled  hp's  workstation 
market  share.  Their  combined  29%  of 
industry  sales  in  1988,  the  last  year  for 
which  estimates  are  available,  surpasses 
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Leadership  Nee^' 


Apply  Mthin, 


The  Kellogg  National  Fellowship  Program  can 
you  master  the  skills  needed  for  effective  leadership  in 
today's  business  world.  Learn  to  motivate  people . . .  resolve 
conflict. . .  see  problems  from  varied  perspectives. 

As  many  as  50  people  will  be  selected  for  this  three-year 
leadership  program.  Through  seminars  they  will  explore  problems 
and  issues  that  threaten  America  and  its  businesses  and 
communities.  Participants  may  be  awarded  up  to  $35,000  to  carry 
out  activities  that  will  take  them  beyond  the  confines  of  their  profession. 

Nominations  and  applications  are  now  being  accepted. 
Deadline:  December  15,  1989.  Contact:  Kellogg  National 
Fellowship  Program,  W.  K.  Kellogg  Foundation,  400  North 
Avenue,  Battle  Creek,  MI  49017.   For  applications,  call  (616) 
969-2005  (24  hours). 

Keflogg  National  Mowship  Program 
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It's  up-to-the-minute  business  news.  Online  and  m  time 
for  you  to  do  sometliing  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  tor  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  l)IALC:)r.,  DRl,Tclemet 
or  direct  to  your  maintramc.  For  a  FREE  brochure  call 
us  toll-free  at  1-800-426-0647.  And  get  the  news. 
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Sun's  279^,  according  to  Dataquest  In 
To  keep  that  lead,  HP  now  has  to  pull  o 
a  tricky  meshing  of  the  two  companie 
product  lines  while  assuring  Apollo  cu 
tomers  that  they  won't  be  left  with  obs 
lete  equipment.  One  thing  is  already  ct 
tain:  Customers  who  bought  1,0( 
workstations  using  Apollo's  own  Rl 
chip  will  have  to  convert  their  softwa 
to  run  on  future  versions  of  the  HP  RI: 
design.  Apollo's  RISC  design  will  event 
ally  disappear. 

Even  though  most  customers  are 
lieved  to  find  Apollo  in  HP's  firm  hanc 
they  are  keeping  their  options  open 
they  contemplate  trading  up.  A  rece 
survey  by  market  researcher  Techn 
ogy  Research  Group  Inc.  indicated  th 
757^  of  Apollo  customers  are  considerii 
buying  other  suppliers'  gear  this  year 
mostly  Sun's. 
NETWORKING.  HP  was  well  aware  of  t 
risks.  With  all  the  differences  betwe^ 
the  two  companies'  processors  and  m 
works  and  graphics  technologies,  HP  t 
ecutives  wondered  if  Apollo  "would  be 
jewel  or  an  albatross,"  concedes  Willia 
Kay,  HP's  head  of  workstations.  B 
there  are  major  benefits.  For  one  thir 
Apollo  had  superior  programs  for  dolii 
out  computing  jobs  to  other  machines 
a  network.  That  should  be  invaluable 
hp's  strategy  of  making  its  compute 
the  best  at  communicating  with  oth 
suppliers'  systems. 

Making  all  the  parts  work  together 
the  sticky  part.  Kay  intends  for  HP  a 
Apollo  workstations  to  eventually  u 
the  same  version  of  Unix,  the  core  so 
ware  used  in  workstations  that  is  bei 
developed  by  the  Open  Software  Foi 
dation,  an  industry  consortium.  B 
(.).sf's  package  may  not  be  ready 
three  years.  Even  then,  it  may  not  eas 
accommodate  the  different  graphics  a 
networking  techniques  of  HP  and  Apo 
systems.  "Saying  they  will  both  run 
O.SK  is  like  saying  the  world  will  spe 
Esperanto,"  says  Technology  Reseai 
President  Andy  Rappaport. 

Even  stickier  is  meshing  hp's  cons 
vative  style  with  Apollo's  aggressive  c 
ture.  Apollo's  overseas  sales  organi 
tions,  which  pulled  in  55%  of  the  com] 
ny's  $635  million  in  revenues  last  ye 
used  to  operate  autonomously.  Th 
won't  under  HP.  And  that,  sources  s; 
has  prompted  executive  resignations  n 
France,  the  Netherlands,  Hong  Koif, 
and  other  Apollo  outposts.  At  Apolljp 
old  headquarters  in  Chelmsford,  Mast, 
several  top  technologists  have  left,  t 
cluding  Apollo's  guru  in  RISC-chip  desiin 
and  several  graphics  experts.  "TheyK 
losing  some  folks  they'd  just  as  sen 
keep,"   says  one  departed  marketig 
manager.  "There's  no  question  there  iie 
cultural  differences,"  Kay  allows.  I|t 


INFORMATION  PROCEt 


Offer  your  Annual  Report  to  the  largest, 
most-likely-to-invest  audience 
in  the  most  cost-efficient  showcase: 

BUSINESS  WEEK'S 
ANNUAL  REPORT  DIRECTORY 


ANNUM 
REPORT 


The  Brltiih  Petroleum  Company 


'^lain  your  copies 
tiie  arinuo)  reports, 
consult  the 
Reader  Servtce  Card 
In  this  Directory 


Aedpa 


Maximize  the  return  on  your  investment  in  your 
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wary  investors  know  about  your  company's 
past  performance  and  future  outlook. 
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A  hundred  or  a  hundred  million  dollars  at  a  tinne, 
Tandem  database  systems  are  transferring  pay- 
ments. From  bank  to  bank,  around  the  world. 

Including  virtually  every  top  bank  in  the  U.S. 

But  we  don't  just  transfer  money.  We  also 
make  sure  each  transfer  is  completed  and  recorded. 
At  the  same  time  creating  a  system-wide  view  of 


)jeust 
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jr.  And  also  in  manufacturing,  where  we  auto- 
te  different  departments- along  with  the  data 
mg  between  them. 

In  fact,  you  can't  find  an  industry  that  doesn't 
i  us  to  speed  operations,  or  cut  costs,  or  both. 

And  that's  why,  whenever  vast  amounts  of 
)rmation  have  to  be  managed  without  fail, 


more  and  more  of  the  world's  largest  corporations 
are  choosing  Tandem  Computers. 

Call  us  at  1-800-482-6336,  and  ask  how  our 
computer  systems  can  bring  you  more  money. 

^iTANDEM 

f'  It's  your  business  on  the  line. 
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Fast,  Accurate 
Service  at  a 
Great  Price- 

That's  Fidelity  Brokerage! 


Active,  independent 
investors  clioose  Fidelity 
Brokerage  for  our  low 
commissions  plus  the  fast 
and  accurate  service  that 
makes  Fidelity  a  leader  in 
discount  brokerage. 


I^Save  Up  to  76%        Pf24-Hour  Service 


Fidelity  Brokerage  can  help  you 
sa\e  up  to  ~6%  on  stock  trades  \  s. 
full-cost  broker  commissions* 
After  all,  there's  no  need  to  pay 
for  ad\  ice  vou  don't  need. 


You  can  call  our  no-pressure 
traders  an\  time  to  initiate  a 
trade,  review  your  account 
status,  or  obtain  current  market 
information. 


^The  FideUty  QuaUty  Pledge 

Unlike  most  other  discount  brokers.  Fidelity  employees  will  handle  all 
aspects  of  the  service  process.  Well  mail  your  conlii'mation  w  itliin 
hours  of  execution,  and  w  e  can  confirm  most  trades  through  our  ow  n 
order  system  w  liile  \ou"re  still  on  the  phone.  Call  now  for  \our  free  new 
account  kit  and  start  trading  on  our  strengths. 

Visit  our  nationwide  Imestor  Centers  or  call  24  hours. 

1-800-544-6767 


Fidelity 


Investments 

Brokerage  Services 


*Based  on  the  nminiuni  commission  charned  by  a  ix'prcsi'ntativf  full-cost  broker  during  an  Ajh-II 

1989  survev.  Mininiuni  commission  S3(i  Fidelitv  Brokerage  Ser\ ices.  Inc.  Member  N  YSE  SlIHi 

161  Ue\onshire  St..  Boston.  MA  021 1(1  BW/FBS/091189 
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i  PC  THE  DISABLED 
AH  DICTATE  TO 


One  of  the  few  ways 
that  quadriplegics 
can  use  computers  is  to 
painstakingly  peck  each 
key  with  a  mouth  stick. 
Now,  Zenith  Data  Sys- 
tems Corp.  and  PRAB 
Command  Inc.  have 
come  up  with  a  better 
way:  a  voice-controlled 
PC.  Using  a  special  cir- 
cuit card  and  software, 
the  PC  can  be  trained  to 
recognize  spoken  com- 
mands regardless  of 
ang,  dialect,  language,  or  speech  impediments.  The  system 
iso  lets  those  who  can't  hold  a  telephone  make  calls  through 
16  PC.  And  an  optional  robotic  arm  can  retrieve  documents 
•om  a  printer  in  response  to  spoken  commands. 
The  Voice  Command  systems  are  displayed  in  10  Heath/Zen- 
h  computer  stores  and  can  be  bought  or  leased  at  the  chain's 
)  North  American  outlets.  The  basic  system,  including  a 
snith  PC,  monitor,  and  voice-recognition  and  telephone-man- 
^ement  systems,  is  $21,990.  A  package  with  the  robotic  arm, 
rinter,  and  modular  workstation  and  shelves  sells  for  $49,990. 


lARDER  TIMES 

OR  SOFTWARE  HOUSES 


rhings  are  slowing  down  for  the  U.  S.  software  industry, 
according  to  a  study  released  by  the  Software  Publishers 
ssn.  The  Washington-based  trade  group  says  second-quarter 
amestic  sales  grew  only  8.8%.  In  last  year's  second  quarter, 
iles  grew  50%  over  the  year-earlier  quarter.  Overseas,  U.  S. 
Bvelopers  increased  revenues  by  27%  during  the  second  quar- 
!r.  SPA  says  this  is  faster  growth  than  last  year's  pace,  but  it 
in't  say  by  how  much,  since  it  wasn't  tracking  international 
iles  then. 

Analysts  say  that  a  slowdown  in  growth  was  expected  be- 
luse  of  slower  sales  of  computers,  particularly  of  main- 
•ames  and  minicomputers,  and  because  sales  of  a  number  of 
lajor  PC  software  companies  were  hurt  during  the  quarter  by 
leir  transitions  to  new  product  lines.  SPA  Executive  Director 
Kenneth  A.  Wasch  says  the  numbers  also  reflect  the  gradual 
laturing  of  the  industry.  "Any  industry  that  expects  to  al- 
ways grow  at  40%  plus  per  year  is  dreaming,"  he  says. 


i  'SMART'  BILL  CAH  TELL 

F  THAT  WAS  A  PERSOHAL  CALL 


Sneaking  personal  long-distance  phone  calls  from  work  may 
soon  be  a  lot  harder,  thanks  to  a  new  PC  program  that  will 
lake  it  easier  for  employers  to  analyze  the  bill.  Called  Smart 
ill  and  developed  by  Compucom  Communications  Corp.  of 
idianapolis,  the  program  lets  businesses  pinpoint  outgoing 
nd  incoming  calling  patterns  by  variables  such  as  point  of 
rigin,  time  of  day,  and  peak-hours  usage. 
To  use  the  software,  customers  must  get  their  long-distance 
arrier  to  put  their  bills  on  floppy  disks,  but  that's  becoming 


easier,  too.  Beginning  Oct.  1,  U.  S.  Sprint  Communications  Co. 
will  do  so  and  will  offer  its  business  subscribers  a  version  of 
Smart  Bill  called  FONView.  Compucom  says  a  California-based 
long-distance  carrier  has  agreed  in  principle  to  a  similar  ar- 
rangement. Sprint  customers  who  opt  for  FONView  will  pay  a 
onetime  fee  of  $50  for  the  software,  then  monthly  charges 
ranging  from  $25  to  $100.  Until  now,  if  companies  wanted  to 
analyze  phone  data,  notes  Compucom  President  Robert  Hardy, 
they  had  to  manually  enter  information  about  each  call,  such 
as  what  number  was  called,  into  a  mainframe  computer  or  pay 
$100  for  phone  bills  on  magnetic  tape,  then  run  the  charges 
through  a  $5,000  call-accounting  software  package. 


PC  PRICES  ARE  TAKIHG 

THEIR  AHHUAL  AUTUMH  PLUHGE 


The  trees  haven't  turned  red  and  gold,  and  there's  no  bite  in 
the  air,  but  Aug.  28  held  a  sure  sign  that  autumn  is  here: 
personal  computer  prices  started  to  fall.  Compaq  Computer 
Corp.  said  on  that  day  that  it  has  reduced  retail  prices  on  some 
of  its  Deskpro/386  PCs  by  as  much  as  12%.  The  company  also 
cut  prices  on  hard  disk  drives,  which  are  used  to  store  infor- 
mation on  computers.  Other  PC  makers  seem  sure  to  follow 
Compaq's  lead. 

PC  prices  generally  drop  at  this  time  of  year  to  ensure  solid 
sales  during  the  fourth  quarter — the  PC  industry's  strongest 
selling  period — and  to  make  room  for  the  spate  of  new  prod- 
ucts that  always  comes  to  market  in  the  fall.  A  number  of  new 
machines  are  expected  this  year.  IBM  is  rumored  to  have  sched- 
uled a  Sept.  26  introduction  of  several  new  PS/2  PCs.  And  a 
Compaq-led  coalition  of  PC  makers  that  has  been  working  on  a 
PC  design  to  challenge  the  PS/2  is  supposed  to  have  machines 
ready  by  November.  During  the  next  three  months,  look  for  a 
new  generation  of  PCs  incorporating  Intel  Corp.'s  80486  com- 
puter chip,  which  will  make  PCs  faster. 


BUT  HOW  ARE  THE  SCHOOLS? 
JUST  CHECK  THE  DATA  BASE 


When  a  company 
transfers  a  work- 
er from  Syracuse  to  San 
Francisco,  one  of  the 
biggest  problems  is  find- 
ing a  community  with 
the  right  schools  for 
the  employee's  children. 
Some  personnel  depart- 
ments are  helping  by  us- 
ing School  Match,  a  data 
base  that  has  informa- 
tion on  all  15,900  or  so 
public  schools  in  the 
U.  S.  School  Match, 
owned  by  Public  Priority  Systems  Inc.  in  Westerville,  Ohio, 
provides  parents  with  information  on  teacher/pupil  ratios,  test 
scores,  and  the  school's  budget  for  supplies.  Last  year,  48 
relocating  Unisys  Corp.  employees  used  the  School  Match 
service. 

To  find  the  best  match,  the  computer  compares  information 
from  an  employee  questionnaire  with  schools  in  its  data  base. 
But  by  November,  School  Match  plans  to  make  it  even  simpler. 
Personnel  will  simply  enter  the  name  of  the  hometown  school, 
and  the  system  wall  find  a  "mirror  image"  or  better  school  in 
any  community  in  the  country. 


DRMATION  PROCESSING 
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Cut  your  roof 
maintenance' 
with  tiiis 
simpie  tool. 


You'll  find  practical  solutions 
to  your  leaky  roof  problems  in 
a  FREE  special  issue  of  Building 
Profit  magazine,  "A  Roof  for  All 
Reasons."  It  includes  facts  on  the 
MR-24'-'  standing  seam  roof  system' 
by  Butler— tfie  roofing  system  most 
specified  by  architects  and 
contractors. 

For  more  information,  call 
1-800-232-3794  or  mail  this  certifi- 
cate today  for  your  FREE  copy 


Mail  Certilicale  To 
Buller  Response  Center 
PO  Box  410619 
Kansas  City,  MO  64179 


few 


I  HAVE  APPROXIMATELY 
SQUARE  FEET  OF  ROOF  AREA, 
The  MR-24  roof  Is  not  recommended  for  residential 

applications. 

NAME  


COMPANY. 
ADDRESS. 
CITY  


.  STATE . 


.ZIP. 


PHONE. 


^^UTLE^^    "Building  The  Best" 


.J 


HGHT 


DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Associatm. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time. 


)meA 


SEMICONDUCTORS  I 


CAN  U.S.  CHIPMAKERS 
SOLVE  THIS  PUZZLE? 


Automation  standards  could  help  them  clean  up  against  Japan 


It  seemed  simple  enough  when  Mark 
K.  Allen  decided  to  give  it  a  try  in 
1986:  Instead  of  carrying  fragile  sili- 
con wafers  by  hand  around  Cypress 
Semiconductor  Corp.'s  "clean  room," 
why  not  just  bolt  the  machines  togeth- 
er? Then  the  paper-thin  silicon  disks 
would  go  straight  from  one  machine  into 
the  next.  Not  only  would  that  eliminate 
most  damage  to  the  wafers,  each  con- 
taining hundreds  of  valuable  microchips, 
but  it  would  also  speed  processing. 
But  doing  it  proved  difficult.  Allen, 


1 


chip-equipment  market.  This  year,  Japa: 
will  surpass  the  U.  S.  as  the  world' 
leading  supplier  (BW — Sept.  4).  More 
over,  because  Japan  dominates  th 
world  market  for  computer-memor 
chips — commodity  items  that  are  spewe^ 
out  in  an  endless  stream — they  have  al 
ready  cracked  the  automation  nut, 
least  for  production  lines  that  don't  per 
odically  switch  from  making  one  chip  ti 
some  other  design.  To  tackle  flexibl 
production  and  help  curb  America's  d« 
cline,  a  group  of  U.  S.  equipment  maker; 


who  is  manufacturing  vice-president  at 
Cypress,  spent  a  year  mediating  endless 
disputes  between  the  vendors  of  the 
first  machines  to  be  connected.  The  in- 
terface between  their  equipment  never 
did  work,  and  Allen  finally  gave  up.  "It 
was  like  being  in  the  U.  N.,"  he  gripes. 

Similar  squabbles  have  long  thwarted 
Silicon  Valley's  dream  of  automating  the 
clean  rooms  where  chips  are  "printed." 
The  U.  S.  chip-equipment  industry  con- 
sists of  hundreds  of  independent  suppli- 
ers, most  of  them  small — and  each  with 
its  own  clear-cut  notions  about  the  best 
way  to  accomplish  some  narrow  aspect 
of  wafer  processing.  Now,  though,  the 
independent-minded  equipment  makers 
realize  that  something  has  to  give. 

Giant  Japanese  companies  have  been 
steadily  eroding  America's  share  of  the 


is  trying  to  devise  standards  so  thai 
clusters  of  machines  can  work  together! 

The  stakes  are  enormous.  The  U.  Si 
economy's  growth  depends  on  the  eleci 
tronics  sector,  now  its  leading  industrj-' 
Progress  is  paced  chiefly  by  advances  ii 
semiconductors,  which  rely  on  new  geai' 
for  fabricating  ever-tinier  circuits.  Flexi 
ble  automation,  says  G.  Dan  Hutcheson 
president  of  market  watcher  VLSI  Re 
search  Inc.,  "provides  a  way  for  th( 
U.  S.  industry  to  remain  competitive." 
WHITTLING  AWAY.  Until  now,  Japanest 
equipment  makers  have  capitalized  or 
the  superior  reliability  of  their  machin' 
ery  to  whittle  away  at  the  Americar 
chip-equipment  industry.  To  semiconduc 
tor  producers,  this  sometimes  counts  foi 
more  than  the  latest  wrinkle  in  etching 
circuit  designs  into  the  silicon.  WitF 
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SCIENCE  &  TECHNOLCX' 


^ANNESMANN 


My  name  is 
Larry. 

My  company's 
^  /  name  is 
Mannesmann. 


Vlannesmann  is  a  company  operating  worldwide 
vith  122,000  employees  and  total  external 
sales  of  $  11.6  billion. 

n  the  United  States  we  offer  a  comprehensive 
jrogram  for  mechanical  and  plant 
mgineering,  for  example  material  handling 
low  systems  and  complete  steel-making 
acilities.  We  are  a  leading  company  in 
ilectronic  controls  and  computer-interfaced 
control  systems  for  hydraulic  and  electric 
Irives.  And  nobody  offers  a  wider  range 
)f  computerized  printers  than  Mannesmann. 
^ast  but  not  least,  we  have  developed 
he  world's  highest  performance  premium 
:asing  connection  for  severe  oil  and  gas  well 
ipplications  -"HPC". 


or  free  fuit-color  brochure 
Mannesmann  in  the  U.S.A.", 
all  1-800-356-9235 
'Utside  the  New  York  area. 
1  New  York  dial 
212)  826-0040. 


In  the  U.S.A.,  Mannesmann 
companies  are  leading  suppliers 
of  technology,  products  and 
services,  dedicated  to  research 
and  development,  manufacturing 
and  marketing  throughout  the 
country.  No  matter  where  the 
customer  -  in  Pennsylvania, 
Texas  or  California  - 
Mannesmann  has  solid 
engineering  background 
to  serve  the  client's  needs  with 
integrated  industrial 
know-how. 

mannesmann  technology 


Lawrence  W.  DeLong 
Vice  President 
and  General  Manager 
Mannesmann  Demag  Corporation 
Material  Handling  Systems  Div. 

Grand  Rapids.  MI. 


Mannesmann  Capital  Corporation.  450  Park  Avenue.  24Ih  Floor,  New  York.  NY  10022.  Phone  (212)-826-0040  Mannesmann  Oemag  Corporation,  Solon  OH.  Grand  Rapids  MI.  Bensenville  IL,  Parsippany  NJ,  Pittsburgh  PA 

rhe  Buschman  Company.  Cincinnati.  OH  The  Rexroth  Corporation,  Bethlehem  PA.  Wcosler  OH.  Pneumatics  Division,  Lexington  KY  Indramat  Division,  Wood  Dale  IL  Fichtel  &  Sachs  Industries.  Inc..  Colmar  PA 

Sas  Spring  Company.  Colmar  PA  Sachs  Automotive  Products  Company.  Westlake  OH  Sachs^Huret,  Inc.,  Deer  Park  NY  Sachs  Dolmar  Division,  Shreveport  LA  KTI  Kinetics  Technology  International  Corporation.  Monrovia  OA 

Applied  Automation  Inc^  Sartlesville  OK  Mannesmann  Tally  Corporation,  Kent  WA  Argo  Instruments.  Inc..  Winchester  VA  Mannesmann  Pipe  &  Steel  Corporation.  Houston  TX  Mannesmann  Oilfield  Tubulars  Corporation,  Houston  TX 
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Traveling  on  international  business  often  means  visiting  more  than  one  destination, 
and  convenient  flight  scheduling  is  important  to  get  the  most  out  of  available  meeting 
time.  Kuv^ait  Airways  is  the  expert  on  travel  to  the  Gulf  with  the  fastest  and  most 
convenient  flights  to  Kuwait  from  New  York  and  great  onward  connections.  We  also 
serve  more  cities  in  Europe  with  direct  flights  to  Kuwait  so  that  we  can  help  you  plan 
your  itinerary  easily  and  conveniently  from  anywhere  in  the  U.S.  and  Canada.  In  Oasis 
Class  you  can  relax  in  a  big,  wide  seat  with  a  foot  rest  that  folds  up  for  extra  leg  room. 
Enjoy  gourmet  Middle  Eastern  and  Continental  cuisine  served  on  elegant  china  hot 
from  a  trolley.  Our  first  class  service  is  renowned  the  world  over. 

DIRECT:  New  York-London-Kuwait.  747  Service— Tuesday,  Thursday,  Saturday 
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automated  wafer  handling,  says  Gray- 
don  B.  Larrabee,  a  senior  fellow  at  Tex- 
as Instruments  Inc.,  "we'll  have  a  real 
advantage  over  other  countries." 

Standardized  handling  would  also  save 
a  bundle,  since  suppliers  wouldn't  have 
to  reinvent  that  wheel  for  each  new  ma- 
chine. Developing  new  chipmaking  meth- 
ods is  getting  so  expensive  that  even 
large  vendors,  such  as  Perkin-Elmer 
Corp.  and  Materials  Research  Corp. 
doubt  that  independents  can  continue  to 
foot  the  bill.  If  they  don't  have  to  bother 
with  wafer  handling,  says  Krishna  Shan- 
kar,  an  analyst  with  market  researcher 
Dataquest  Inc.,  "the  small  guys  can  fo- 
cus on  what  they  do  best." 

Chipmakers  hope  automated  wafer 
handling  will  unlock  higher  efficiencies 
and  yields.  Wringing  the  last  chip  from 
every  wafer  will  become  increasingly  im- 
portant as  capital  outlays  soar.  By  1994 
the  cost  of  a  chip  plant  will  climb  to  $75C 
million,  says  Tl,  or  triple  what  it  was  ir 
the  mid-1980s.  That's  because  the  next 
generation  of  chips,  led  by  dynamic  ran- 
dom-access memories  (DRAMs)  that  store 
16  million  bits  of  data,  will  require  27 
processing  steps — nearly  twice  the  num- 
ber for  today's  1-megabit  DRAMs. 
VACUUM-SEALED.  Automated  wafer  han- 
dling will  be  essential  in  any  case.  Fu 
ture  superchips  will  have  circuit  lines  sc 
thin — only  a  half-micron  wide — that  they 
would  be  ruined  by  the  silicon-oxide  at- 
oms that  form  when  wafers  are  exposed 
to  air.  So  the  wafers  will  have  to  proceed 
directly  from  one  vacuum-sealed  ma 
chine  to  another. 

Big  obstacles  remain,  however.  The 
loose  confederation  of  about  50  U.  S 
equipment  makers,  dubbed  MESA  (for 
Modular  Equipment  Standards  Architec 
ture),  has  come  up  with  portions  of  £ 
wafer-handling  standard.  But  arguments 
still  rage  over  the  remaining  parts.  In 
deed,  only  when  it  seemed  that  the  pro- 
tocols devised  by  industry-leader  Appliec 
Materials  Inc.  would  be  adopted  as  dt 
facto  standards  by  Sematech,  the  re 
search  consortium  founded  to  develop: 
tomorrow's  chipmaking  technologies: 
were  other  suppliers  scared  into  hastilj 
organizing  the  MESA  effort. 

Equipment  makers  will  find  out  it 
they  can  bury  the  hatchet  as  early  as: 
mid-1990.  That's  when  vendors  expect  tcl 
unveil  the  first  systems  that  integrate 
multiple  machines.  Success  still  won't  re 
lieve  them  from  matching  the  othei 
standards  set  by  their  Japanese  rivals 
improved  reliability  and  better  customet 
service.  But  it  could  give  the  U.  S.  chip^ 
equipment  industry  a  fighting  chance- 
something  that  has  seemed  out  of  reach 
in  recent  years.  1 

By  Robert  D.  Hof  in  San  Francisco,  mtfl 
Neil  Gross  in  Tokyo 
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low  THAT  AIDS  IS  TREATABLE, 
IfHO'LL  PAY  THE  CRUSHING  COST? 


ving  AZT  to  some  600,000  eligible  patients  will  sorely  tax  the  health  care  system 


■tuddenly,  an  AIDS 
■|diagnosis  doesn't 

^seem  so  much  like 
death  sentence.  Two 
;ent  studies  have 
)wn  that  the  drug  AZT 
1  slow  the  course  of 
!  disease  in  those  who 
J  infected  with  the 
idly  virus  but  do  not 
;  show  symptoms.  Al- 
)ugh  AZT  does  not 
•e  AIDS,  the  promise  is 
it  early  medication 
1  relegate  it  to  the 
:egory  of  chronic  dis- 
;es,  such  as  diabetes 
hypertension.  "We 

I  now  control  the  pro- 
3ss  of  this  disease," 

an  encouraged  Dr. 
thony  S.  Fauci,  direc- 
of  the  National  Insti- 
«  of  Allergy  &  Infec- 
us  Diseases, 
in  response  to  those 
idles,  the  Food  & 
ug  Administration 
j&  it  will  soon  broaden  its  approval  of 
r,  which  is  made  by  Burroughs  Well- 
ne  Co.  and  marketed  under  the  trade 
me  Retrovir,  to  include  infected — but 
nnptomatic — patients,  not  just  those 
;h  full-blown  AIDS.  Advocacy  groups 
;h  as  New  York's  Gay  Men's  Health 
isis  (GMHC)  are  now  calling  on  those  in 
k  groups  to  be  tested  for  the  disease, 
the  past,  they  opposed  testing  on  the 
3unds  that,  death  from  AIDS  being  in- 
table,  early  diagnosis  served  no  pur- 
se other  than  to  expose  the  patient  to 
ssible  stigmatization. 
DING  MONTHS.  But  the  new  findings 

II  force  wrenching  changes  on  the  na- 
n's already  strained  health  care  sys- 
n.  At  present,  AZT  is  the  only  drug 
proved  to  treat  AIDS.  It  can  add 
)nths  to  the  lives  of  those  whose  im- 
ine  systems  have  already  been  de- 
■oyed  by  the  disease.  Some  40,000  such 
tients  are  now  taking  the  drug.  Ap- 
Dving  it  for  those  who  test  positive  for 
5  HIV  virus  but  have  no  symptoms  will 
d  600,000  eligible  patients. 

When  the  FDA  broadens  its  approval, 


AZT:  A  PATIENT  WITH 
FULL-BLOWN  AIDS 
PATS  $7,SOO  A  TEAR 
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insurers  u  lio  arc  alit  ady  covering  HIV- 
positive  clients  will,  by  law,  have  to  pay 
for  AZT.  And  the  drug  is  hardly  inexpen- 
sive. It  costs  about  $7,500  a  year  for  a 
patient  with  AIDS.  Although  experts  say 
the  cost  to  treat  those  with  early  stages 
of  the  disease  could  be  half  that,  these 


FAUCI:  THE  DISEASE  CAN  BE  CONTROLLED 


patients  may  have  to 
take  the  drug  for  years 
unless  a  drug  that  actu- 
ally cures  the  disease  is 
developed. 

UNTESTED.  Making  mat- 
ters worse  is  the  fact 
that,  more  and  more,  the 
people  who  test  positive 
for  the  virus  are  the 
least  likely  to  have  medi- 
cal insurance.  Increas- 
ingly, they  are  drug 
abusers,  their  sexual 
partners,  and  their  chil- 
dren. The  Health  Care 
Financing  Administra- 
tion, the  federal  agency 
that  oversees  medicaid 
policy,  estimates  that 
federal  funds  now  pay 
for  at  least  some  of  the 
costs  for  40%  of  current 
AIDS  patients.  For  intra- 
venous drug  users,  that 
number  jumps  up  to 
707';  for  children,  it 
reaches  90%. 
Moreover,  these  groups  are  the  least 
likely  to  be  tested  for  AIDS  or  to  have 
any  information  about  the  benefits  of 
early  treatment.  In  New  York  City,  it  is 
estimated  that  90%-  of  HIV-positive  peo- 
ple have  not  been  tested.  So  instead  of 
seeking  early  treatment  at  clinics  or  pri- 
vate doctors,  they  show  up  at  hospital 
emergency  rooms  when  they  are  seri- 
ously ill.  And  emergency  rooms  are  the 
most  expensive  and  least  effective 
places  to  deal  with  a  disease  that  re- 
quires long-term  care.  "The  outlook  is 
very  bleak,"  says  David  Hansell,  direc- 
tor of  legal  affairs  for  New  York's 
GMHC.  "The  pool  of  people  who  will  start 
needing  treatment  will  increasingly  not 
be  able  to  pay  for  it." 

That's  why  AIDS  hasn't  exacted  too 
much  of  a  toll  on  the  private  insurance 
industry.  In  1987,  the  Health  Insurance 
Assn.  estimated  that  the  large  private 
insurers  paid  $250  million  for  AlDS-relat- 
ed  costs,  less  than  1%  of  all  claims.  Jude 
C.  Payne,  a  senior  policy  analyst  there, 
says  this  is  an  underestimate,  and  ex- 
pects 1988  results  to  increase  by  more 
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than  50%.  But  since  aids  is  not  increas- 
ing as  drastically  as  predicted  among 
those  covered  by  private  insurance,  in- 
surers have  reduced  their  cost  estimates. 

In  addition,  many  employers  are 
switching  to  medical  policies  and  sepa- 
rate prescription  drug  plans  that  do  not 
cover  AIDS.  One  of  the  larger  drug 
plans.  Pharmaceutical  Card  Systems  Inc. 
in  Scottsdale,  Ariz.,  offers  companies 
lower  rates  for  coverage  that  excludes 
AZT  and  other  AIDS  drugs.  And  some 
smaller  employers  are  choosing  group 
insurance  plans  that  may  exclude  all 
AIDS  coverage.  The  only  alternative  for 
many  HIV-positive  people  will  be  to  turn 
to  such  federally  funded  programs  as 
New  York's  aids  Drug  Assistance  Pro- 
gram. Administered  by  the  state,  it  pro- 
vides AZT  to  patients  who  earn  less  than 
$44,000  and  have  no  medical  coverage. 

If  the  uninsured  can  be  convinced  to 


be  tested  for  aids,  early  treatment 
would  lessen  the  burden  on  public  hospi- 
tals, which  have  borne  the  brunt  of 
treating  those  seriously  ill  with  AIDS.  Ac- 
cording to  a  study  done  by  the  National 
Public  Health  &  Hospital  Institute,  83% 
of  AIDS  admissions  in  public  hospitals 
were  low-income;  31%  of  those  were  un- 
insured. With  the  cost  of  treating  an 
average  AIDS  patient  at  $17,910  per  year, 
the  typical  public  hospital  lost  more  than 
$600,000  in  1987  alone. 
PROFITEERING?  One  effect  of  wider  use 
of  AZT  is  certain  to  be  increased  pressure 
on  Burroughs  Wellcome  to  reduce  its 
price.  In  spite  of  widespread  criticism, 
the  company  has  refused  to  comment  on 
its  costs  of  producing  the  drug.  Some 
critics  estimate  Wellcome's  margins  to 
be  as  high  as  70%  to  80%. 

If  public  opinion  doesn't  push  the 
price  down,  competition  may.  AZT  is  by 


no  means  a  perfect  drug — some  40%  i 
full-blown  AIDS  patients  taking  it  develq 
serious  side  effects  within  four  montlj 
to  two  years.  And  several  drugmakej 
have  drugs  in  clinical  trials  that,  lil| 
AZT,  interfere  with  the  ability  of  the 
rus  to  reproduce  (box).  Competition,  sa| 
John  L.  Ziegler,  director  of  the  aids  Cli| 
ical  Research  Center  at  the  University 
California  at  San  Francisco,  will  fori 
companies  to  "find  the  cheapest  way 
produce  the  drug." 

That  AIDS  might  be  treatable  if  caugl 
in  the  early  stages  is  good  news.  But  f\ 
drugs  like  AZT  to  have  a  real  effea 
those  at  risk  have  to  be  located  and  tea 
ed.  And  finally,  plans  must  be  made 
deal  with  the  enormous  costs  that  wj 
accompany  long-term  treatment  of  a| 
other  chronic  disease. 

By  Naomi  Freundlich  in  New  York,  wil 
Richard  Brandt  in  San  Francisco 


THERE'S  NO  MAGIC  BULLET, 
BUT  A  SHOTGUN  APPROACH  MAY  WORK 


|o  matter  how  early  treatment 
begins,  AZT  cannot  contain  the 
I  deadly  aids  virus  on  its  own.  If 
an  effective  treatment  is  found,  re- 
searchers believe,  it  is  likely  to  be  a 
combination  of  drugs  that  attack  the 
deadly  virus  from  several  directions. 
"Chemotherapy  and  cancer  are  a  more 
realistic  way  to  think  about  treating 
aids,"  says  Dr.  Robert  J.  Spiegel,  a 
senior  director  of  clinical  research  at 
Schering-Plough  Corp. 

Such  "chemical  cock- 
tails" may  help  overcome 
the  resistance  that  the  vi- 
rus builds  to  AZT,  says  Je- 
rome Groopman,  assistant 
professor  of  medicine  at 
Harvard  Medical  School. 
"A  combination  is  very 
difficult  for  a  virus,"  he 
says.  "It  has  to  genetical- 
ly mutate  to  become  resis- 
tant to  each  drug." 

Preliminary  data  from 
clinical  tests  already  un- 
der way  at  the  National  Institutes  of 
Health  indicate  that  AZT  and  alpha  in- 
terferon, an  antiviral  drug,  have  a  syn- 
ergistic effect  against  AIDS.  Other 
studies  by  Triton  Biosciences  Inc.,  a 
biotechnology  company  owned  by  Shell 
Oil  Co.,  are  using  AZT  in  combination 
with  beta  interferon.  Early  analysis  of 
the  results  indicates  that  the  regimen 
may  not  only  protect  against  the  AIDS 
virus  but  also  against  opportunistic  in- 
fections that  plague  AIDS  sufferers. 


Other  clinical  tests  combine  AZT  with 
interferon  and  a  bioengineered  drug 
called  granulocyte  macrophage  colony 
stimulating  factor  (GM-CSF).  The  addi- 
tion of  GM-CSF  is  important  because  it 
counteracts  the  suppression  of  bone- 
marrow  cells  found  in  AZT  users. 

Meanwhile,  a  number  of  promising 
new  drugs  are  entering  the  research 
arsenal.  Among  the  candidates  are  sev- 
eral that  inhibit  reproduction  of  the  vi- 


NEW  COMPETITION  FOR  AZT 
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viral  gene  replication 
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Drug  trial  status 
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Bristol-Myers 

Phase  II  trials  to  begin  in  Sept. 

DDC 

Hoffmann-LoRoche 

In  Phase  II  trials 

D4T 

Bristol-Myers 

In  Phase  1  trials 

CARBOVIR 

Glaxo 

Preclinical 

AZDU 

Triton 

In  Phase  1  trials 

DATA:  BW 

rus  in  a  manner  similar  to  AZT.  Besides 
Burroughs  Wellcome  Co.,  four  drug- 
makers  have  at  least  five  new  com- 
pounds that  could  reach  the  market  in 
the  next  two  years  (table). 

Other  drugs  in  the  pipeline  will  tar- 
get the  virus  at  different  stages  of  its 
life  cycle.  Several  companies,  including 
Genentech  Inc.,  are  testing  a  decoy 
protein  called  CD4  that  sops  up  the 
virus  before  it  can  infect  new  cells.  N- 
Butyl-DNJ,  being  developed  by  Mon- 


santo Co.'s  G.  D.  Searle  &  Co.  division! 
interferes  with  the  assembly  of  ne\ 
virus  particles  by  blocking  productior 
of  key  sugars.  Several  pharmaceutical 
makers,  including  Merck,  SmithKlin/ 
Beckman,  and  Monsanto,  are  trying  tq 
find  a  drug  that  will  deactivate  an  enj 
zyme  called  protease  that  is  critical  tc 
viral  reproduction. 

CUKES  OM  TRIAL.  Some  plant-derivec 
drugs  are  also  showing  promise  in  th( 
test  tube.  One,  dubbec 
Compound  Q,  a  purifiec 
form  of  an  extract  of  Chi 
nese  cucumber  that  AIDi 
patients  were  importing 
on  their  own,  finally  be 
gan  formal  clinical  trials 
at  San  Francisco  Genera 
Hospital  in  May.  Othe: 
drugs  include  hypericin,  ; 
plant  extract  that  was  dis 
covered  at  the  Weizmani 
Institute  of  Science  in  Is 
rael.  Most  recently 
agents  derived  from  alga< 
have  shown  activity. 

While  these  drugs  may  help  an  AIDi 
patient  lead  a  relatively  normal  life 
none  of  them  is  a  cure.  Says  Dr.  Ar 
thony  S.  Fauci,  director  of  the  Nationa 
Institute  of  Allergy  &  Infectious  Dis 
eases:  "There  are  no  breakthroughs.' 
So,  the  prognosis  for  AIDS  is  that  it  wil 
remain  a  critical  medical  problem. 

By  Naomi  Freundlich  in  New  York 
with  Julie  Siler  in  Chicago  and  bureai 
reports 
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This  year,  an  elite  group 
of  dedicated  engineers 

united  to  develop  a 
new  line  of  computers 
and  printers  for  the 
most  important 
company  in  the  world. 


^        ive  an  elite  group  of  engineers  an 
unprecedented  R&D  budget  to  work 
with,  and  what  do  you  get?  Six  new 
computers  and  printers  that  will  make  things  better 
for  you  in  a  big  way. 

That's  the  NEC  way.  We  pour  a  higher  percent- 
age of  our  profits  back  into  R&D  than  most  com- 
puter companies .  And  as  you  will  see ,  the  results  are 
rather  impressive. 


entry  level  system  or  LAN  workstation. 

The  PowerMate  286  Plus  goes  even  further. 
It's  a  12  MHz,  0  wait  state 
,  machine.  And  the  NEC  engi- 
neers have  fully  integrated 
the  mouse,  serial  and  parallel 
ports  and  VGA  graphics  on 
the  motherboard .  Which  f  rees 


ii-r-Tr-rn  1  t  1  iisrr . 


PowerMate  286 

up  its  5  expansion  slots  for  greater  customization. 


■f 

■ 

IT'S  LIKE  BELONGING  TO  AN  EXCLUSIVE  CLUB, 
ONLY  THE  DUES  ARE  FAR  MORE  REASONABLE. 

Introducing  the  PowerMate"  286.  Finally,  a 
high  quality,  industry  standard  286-based  desktop 
computer  that  lets  you  play  in  the  big  leagues 
for  less  than  $1300.  It's  a  10  MHz  machine  with  4 
expan.sion  slots  and  optional  built-in  Super  EGA 
graphics.  And  its  low  cost  makes  it  the  perfect 


As  for  memory :  1  MB  standard,  expandable  to  16  MB. 

Either  machine  lets  you 
breeze  through  word  process- 
ing, spreadsheets  and  data 
manipulation  while  hardly  tak- 
ing up  any  room  on  your  desk 
(thanks  to  their  new  stream- 
lined cabinets). 


Ptiwi-rMaXe  286  Plus 


PiiwerMat.-  I'inwriliT  mi\  Silenlwrilf  r  ar>-  rvBiMc M  trailwnark^  and  Fisl  Fw■u^  is  a  Iradcmark  iif  NEC  ('ciip  :)HCSX  is  a  Iradfmark  uf  Intel  l  iiri)  PiisUSinpl  is  a  rfKlslcn-cl  trademark  ..f  Ad.il»-  Systems,  liic     '  CiipyriBhl  IflSH  NEC  Cori) 


WHAT  WE  DO  WITH  OUR  386SX-BASED  COMPUTERS  IS 
INTERESTING.  WHAT  YOU  DO  WITH  THEM,  EVEN  MORE  SO. 

With  our  new  PowerMate  SX  Plus,  there's 
practically  no  limit  to  what  you  can  do.  Because 
it's  a  386  machine  that  ideally 
positions  you  to  run  all  of  to- 
day's 386  software  as  well  as 
tomorrow's.  And  all  without 
having  to  make  a  gargantuan 
investment.  This  machine  has 


Pinnrriter  P2200XE 


PowerMate  SX  Plus 

a  386SX™  CPU  that  runs  at  16  MHz.  And  it's  got 
one  of  the  most  popular  features  in  the  computer 
industry:  386  power  without 
the  386  price. 


SiUnUurriter  LC  890XL 


WHEN  TIME  ISN'T  ON  YOUR  SIDE, 
OUR  PORTABLE  SHOULD  BE. 

We  all  have  to  face  dead- 
lines. With  a  PowerMate  Porta- 
ble Plus  in  your  hands,  it's  a 
lot  easier.  Because  you  can 
take  work  home,  without  sac- 
rificing performance.  This 
machine  keeps  you  humming 
along  at  12  MHz  (0  wait).  It  features  built-in  VGA 
f^^*""^  graphics  and  a  black  on  white  LCD 
screen  displaying  8  shades  of  gray. 
And  it  has  3  internal  expansion 
slots  for  modems,  networking,  ex- 
panded memory  and  other  options. 


Yours. 


PowerMate 
Portable  Plus 


YOU'LL  FIND  OUR  PRINTERS  EXCEED 
SPECIFICATIONS  IN  THE  MOST  CRUCIAL  AREA  OF  ALL. 

CONFIDENCE. 

Our  family  of  Pin  writer®  printers  have  long  set 
the  standard  for  reliability  and  print  quality.  And 
now  we've  raised  the  standard  even  higher. 
CsC'-  — 


Introducing  the  new 
Pinwriter  P2200XE.  NEC's 
newest  Pinwriter  is  the  per- 
fect printer  for  anyone  on  a 
budget.  It  gives  you  24-wire 
print  quality  at  a  9-wire  price. 
And  with  our  unique  Fast 
Focus™  font  it  consistently 
delivers  high  quality  output 
at  impressively  higher 
speeds. 

Our  new  Silentwriter®  page  printer,  the 
LC890XL,  is  a  laser-class 
printer  that's  in  a  class  all  its 
own.  With  a  68020  micropro- 
cessor, 4  MB  of  main  memory 
(expandable  to  8  MB),  this 
workhorse  increases  produc- 
tivity and  handles  graphics- 
intensive  applications  easily.  It 
has  a  PostScript®  interpreter, 
35  type  fonts  and  accepts  many 
more.  All  of  which  makes  it 
ideal  for  group  settings,  especially  desktop  publish- 
ing environments. 

WE'RE  MAKING  THINGS  BETTER  FOR  YOU . 

At  NEC,  the  most  important  company  in  the 
world  is  yours.  Every  computer  and  printer  we 
make,  we  make  for  you.  It's  this  commitment  that 
has  made  us  a  $22  billion  world  leader  in  computers 
and  communications.  And  it's  this  commitment  that 
will  continue  to  inspire 
us  to  make  things  better 
for  you. 


NEC 


WE'RE  MAKING  THINGS  BETTER  FOR  YOU. 


SEf  Infomialion  Ssstcms.  Inc  ,  UI4  Missachiisclls  Ave  ,  Boxborough,  MA  01719  I  uliO  NEC  INFO  In  Canada.  I HOO  343-4418 


YOU  CAN  PICK 
MICHIGAN'S 
BEST  OFF  THE  VINE... 

Walk  down  the  produce  aisle  of  your  local  supermarket  and  you're  bound  to  see  lots  of  delicious 
Michigan  products  Walk  down  the  grocery  and  frozen  food  aisles  and  you'll  see  even  more  delicious 
Michigan  products  Because  companies  like  Kelloggs,  Campbell,  Heinz,  General  Foods  and  Gerber  are 
all  processing  as  well  as  developing  new  foods  right  here.  ■  "Michigan's  a  natural  location  for  food 
processing  —  centrally  located  to  service  the  biggest  U  S  and  Canadian  markets!'  said  David  McDonald, 
President,  Curtice  Burns  Foods,  Inc  Our  location  has  other  benefits,  too  An  abundant  supply  of  fresh 
water  and  a  climate  that  helps  make  Michigan  one  of  the  top  10  states  m  the  production  of  32  ma|or 
crops  —  more  than  enough  to  accommodate  any  new  company  David  W  lohnson.  Chairman 
and  CEO  of  Gerber  Products  Company  put  it  this  way  "Last  year,  more  than  75  million  pounds  of 
Michigan  produce  helped  Gerber  maintain  its  leading  market  share"  And  it  only  follows  that 
where  there  are  successful  food  processing  companies,  there's  a  skilled  work  force  and  good  trans- 
portation network,  too  ■  For  more  information  on  how  food  processing  businesses  are  growing  in 


Michigan,  please  call  |5I7|  373-8495  or  write  Doug  Ross,  Director  Michigan  Department  of  Commerce, 
525  Ottawa,  Lans 
Mich  48909 


-.  .'.OR  OFF  THE  SHELF 


MICHIGAN 

The  futurt'.  We're  making  more  of  it  here. 


)evelopments  to  Watc 


ITED  BY  OTIS  PORT 


fHAT  WOULD  HAPPEN  IF  A  JET 

IT  A  NUCLEAR  REACTOR?  NOT  MUCH 


Airplanes  falling 
from  the  sky  and 
demolishing  buildings 
have  become  an  almost 
routine,  if  frightening, 
part  of  nightly  news- 
casts. But  what  would 
happen  if  a  jet  plane 
slammed  into  a  nuclear 
power  plant?  Might 
that  make  even  Cher- 
nobyl seem,  by  compar- 
ison, a  fender  bender? 
The  so-called  containment  structure  surrounding  nuclear  re- 
tors  is,  in  fact,  designed  to  withstand  an  aircraft  crash.  But 
til  now,  the  impact  of  a  high-speed  plane  had  only  been 
nulated  on  computers.  No  one  had  ever  "wasted"  a  jet  by 
it-crashing  it  into  a  concrete  structure  and  measuring  the 
tual  impact  forces.  So  Sandia  National  Laboratories  figured 
was  high  time  to  check  out  those  computer  simulations, 
rhe  Albuquerque  (N.  M.)  lab  acquired  a  surplus  F-4  Phan- 
n  fighter  and  mounted  it  on  a  "rocket  sled."  At  the  end  of 
;  sled's  track,  Sandia  built  a  million-pound  concrete  block. 
/e  rockets  were  ignited,  propelling  the  F-4  to  480  mph  when 
plowed  into  the  concrete.  A  battery  of  high-speed  cameras 
d  a  host  of  sensors  monitored  the  crash.  Results:  The  simu- 
ions  proved  quite  accurate,  in  need  of  only  minor  tweaking. 


[)0N  YOUR  CAR  MAY  HAVE 
PARKING  METER  OF  ITS  OWN 


parking  meters  that  take  credit  cards  might  help  cities 
avoid  the  expense  of  collecting  small  change — and  the  loss 
coins  to  vandals.  But  Natan  Tomer,  an  Israeli  engineer  who 
ads  his  own  Tel  Aviv  firm,  figures  there's  a  better  solution: 
;dit  cards  that  are  parking  meters. 

Fomer's  Parkulator  card  resembles  a  credit-card-size  calcula- 
•,  but  with  a  hook  for  hanging  it  on  the  inside  of  a  door 
ndow.  Motorists  would  buy  the  meter  card  loaded  with  a 
V  hours  of  parking  time — hardly  worth  stealing — from  a 
nk  or  other  authorized  dealer.  After  parking,  drivers  turn  on 
J  card's  built-in  meter  and  hang  it  in  the  window.  When  the 
rd  has  ticked  off  all  of  its  time — shown  on  a  liquid-crystal 
iplay — the  display  flashes  to  attract  passing  meter  maids. 
Some  400  Parkulator  cards  are  now  being  tested  by  Tel  Aviv 
thorities,  and  London  plans  a  trial  this  fall.  Duncan  Indus- 
es,  a  major  producer  of  parking  meters  in  Rolling  Meadows, 
,  has  been  licensed  to  market  the  system  in  the  U.  S.  Bevel- 
ing the  scheme,  including  portable  computers  that  issue 
rking  tickets,  took  four  years  and  $1  million. 


iPPING  BAD  GENES 
I  THE  BUD 


ast  year,  researchers  at  the  Commonwealth  Scientific  & 
■Industrial  Research  Organisation  (CSIRO)  in  Australia  dis- 
rered  something  called  "gene  shears."  These  are  actually 
y  molecules,  called  ribozymes,  that  can  be  fashioned  to  cut 
netic  material  at  specific  points.  The  goal  is  to  develop 
lozymes  that  can  chop  up  "bad"  genes — such  as  those  that 


cause  cancer— before  they're  "expressed"  or  disable  viruses 
by  snipping  their  genetic  material. 

Now,  CSIRO  has  teamed  up  with  Groupe  Limagrain,  a  large 
French  seed  company,  to  found  a  new  venture  called  Gene 
Shears  Ltd.,  which  will  commercialize  the  technology.  Lima- 
grain  is  putting  up  $17  million,  and  the  Aussies  are  chipping  in 
their  technology.  The  first  applications  will  be  for  treating 
plant  viruses  and  helping  to  produce  new  hybrid  plants.  Ber- 
nard Le  Buanec,  director  of  research  at  Limagrain,  predicts 
that  these  could  be  available  within  three  years.  Human  appli- 
cations, including  ribozymes  directed  against  the  AIDS  virus, 
will  probably  take  longer  to  get  approval. 


SOFTWARE  THAT  TESTS  'DESIGNER' 
MOLECULES— BEFORE  THEY  EXIST 


laterials  scientists,  always  on  the  lookout  for  new  com- 
Ipounds,  sometimes  stumble  across  them  almost  by 
chance.  But  Marvin  L.  Cohen,  a  physics  professor  at  the 
University  of  California  at  Berkeley,  has  developed  a  computer 
program  that  predicts  the  properties  of  proposed  "designer" 
molecules  before  they  are  created. 

After  testing  the  program  with  known  materials,  Cohen  and 
his  graduate  students  are  searching  for  materials  with  valu- 
able new  properties.  Two  that  are  particularly  interesting:  a 
new  "warm"  superconductor  made  from  hydrogen  and  a  car- 
bon-nitrogen material  that  could  prove  to  be  harder  than  dia- 
mond. Manufacturing  the  hydrogen  superconductor  would  re- 
quire pressures  beyond  what  is  now  practical,  but  they  may  be 
possible  in  a  few  years. 

"Superdiamonds,"  though,  could  theoretically  be  made  now 
with  so-called  diamond  anvils — squeezing  the  raw  materials 
between  two  diamonds  while  a  laser  is  fired  through  them. 
The  program  also  predicts  that  it  should  be  possible  to  harden 
diamonds.  Next,  Cohen  hopes  to  prove  his  theory  by  making 
the  superhard  material,  and  three  research  laboratories,  in- 
cluding Berkeley's,  are  interested  in  pursuing  the  project. 


IBM'S  NEW  CHIPS 

TRIP  THE  LIGHT  FANTASTIC 


What's  so  hot 
about  IBM's  lat- 
est experimental  cir- 
cuits? With  only  8,000 
transistor-like  devices, 
they  may  seem  archaic 
next  to  silicon-based 
integrated  circuits 
(ICS),  which  have  hun- 
dreds of  thousands  of 
transistors.  But  in  the 
emerging  field  of  op- 
toelectronic ICS,  which  combine  ordinary  electrical  circuitry 
with  minuscule  lasers,  photodetectors,  and  optical  pathways, 
8,000  microdevices  is  50  times  the  number  heretofore  crammed 
onto  a  quarter-inch-square  slice  of  gallium-arsenide  crystal. 

Moreover,  no  silicon  chip  can  begin  to  match  the  IBM  galli- 
um-arsenide chips  when  it  comes  to  transmitting  and  receiving 
enormous  streams  of  data.  Each  chip  converts  digital  electron- 
ic signals  into  blips  of  light,  or  vice  versa,  so  fast  that  a  billion 
bits  of  data  can  be  relayed  every  second,  and  trillions  of  bits 
per  second  may  be  possible  in  the  future.  Such  incredible 
transmission  speeds  will  enable  intricately  detailed  economic 
forecasts  or  hypersonic  aircraft  simulations  to  zip  from  com- 
puter to  computer  in  a  blink  or  two  of  your  eye. 
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FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


MMBUSINESSnWEEK 

mARKErrm 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE  ' 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or  9) 
-including  some  very 
famous  names  - 
which  I  believe  could 
"take  a  bath."  I'll  rush  ...DTfw  7wrir 
you  the  Performance  MARTIN  ZWEIG 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50.  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext  9024, 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y.  11710 


HARD  TO  BORROW? 

No  Credit  Check 
Guarantees  Provided 


We  do  not  make  loans 
Minimum  $100,000 
5-20  years 
The  Funding  Assistance  Corp. 
505  Park  Ave.  NYC 
U.S.A.  (212)  755-9400 
 Fax  (212)  755-7339  


Inventories  Purchased 


REDUCE  YOUR  INVENTORY 
FOR  CASH  NOW! 

We  Buy  •  Integrated  Circuits  •  Senniconductors 
•  Discrete  Connponents  •  Electromechanical  Equip. 
•  Connputer  Parts  &  Peripfierals 
•  Sub  Assennblies  to  Finished  Goods 

NO  RISK! 

For  a  spot  quote  or  further  information, 
Call:  (201)  941-5000,  or  just  Fax  your  list:  (201)  939-8918 

Attention:  Allan  Berkun 

oj         AMERICAN  SURPLUS  TRADING 

/  815  Fairview  Avenue,  P.O.  Box  220,  Fairview,  NJ  07022 


Financial  Services 


DISCOUNT  STOCK  BROKER 
MURIEL  SIEBERT  &  CO.,  INC. 

Our  VIP  Accounts  receive  Personal 
Service  and  Quality  Order  Executions 
at  commission  rates  as  low  as  2t  per 
stirOTCae  per  shr  Listed 
($50  mm  enlarge  per  order) 
To  compare  rates,  call 
The  Discount  Professionals 
MURIEL  SIEBERT  &  CO.,  INC. 
444  Madison  Ave.,  NY,  NY  1 0022 
1-718-SIE-BERT  1-800-USA-0711 
(VIember  NYSE  1967,  SIPC  BW2 


NASDAQ  Road  Shows  Stockbroker  net 
work  of  key  players  can  give  your  company 
needed  support  We  specialize  in  NASDAQ 
companies  under  $10  Robert  Dresser 
(213)937-8300 


Be  A  Licensed 

STOCKBROKER 

F/P  time  for  our  firm 
Full  product  line 
License  course  available 

QUEST  CAPITAL 

(800)822-2280  CA(800)752-5535\ 


Computers/Office  Equipmer 


with 

Every  Fax 

MacfKne  Purcnasea 

TOP 

ON    Sharp  •  Murata  ■  Canon 

•  BEST  PRICES  IN  THE  COUNTRY 

•  FULL  SERVICE  AND  TRAINING 

•  NO  SALES  TAX 

UkU.  us  TOOAVI 

MX  OF  AMERICA 

1~800-342-f(AXX 

 AMERICAS  LOW  PgtCE  FAX  DISTglBUTOB 


Steel  Buildings 


WHOLESALE  " 

Steel  Buildings,  Inc.  -~ 
1-800-462-9992 

40x80x  12  $8,995*  — 

50x30x  12   $11,500' 

80x150x16   $21,300* 

100x200x16   $36,000*   :  " 

Now  you  can  purchase  your  Steel  ^  ' 

Building  at  Wholesale  Prices  and  Save  i5 

Thousands  ol  Dollars  Corr.ptele  • 

Building  includes  All  Steel  frames.  A 

purlins,  girts  &  hardware  (No  Wood  x 

Required).  (MBMA)  Engr.  Approved.  Any  • 

Style,  Size  or  Color  Labor  Avatlable  Call  ft 
toll-free  or  FAX  716-632-2323 
•FOB  &  Cost  based  on  LL/WL 


ANNOUNCING  BUSINESS  WEEK'S 
NEW    RECRUITMENT    ADVERTISING  SECTION 

C BusinessWeek  ^% 
areerOpportunities 

Beginning  in  the  October  9  1989  issue,  Business  Week  will  introduce  a  new 
bi-weekly  recruitment  advertising  section  — Business  Week  CAREER 
OPPORTUNITIES. 

Business  Week  CAREER  OPPORTUNITIES  will  appear  in  the  2nd  and  4th 
issue  every  month.  This  special  classified  advertising  feature  will  include 
"Positions  Wanted,"  "Positions  Available,"  and  "Employment  Services."  The 
CAREER  OPPORTUNITIES  section  offers  recruitment  advertisers  a  timely 
opportunity  to  reach  Business  Week's  more  than  7  million  responsive  readers 
worldwide— a  larger  audience  of  executives  and  managers  than  any  other 
business  publication. 

For  Financial,  Marketing,  EDP,  Engineering,  Sales  and  International  recruit- 
ment advertising  ...  the  Business  Week  CAREER  OPPORTUNITIES  section  is  the 
place  to  be. 

Don't  Miss  The  September  1  Closing  Date  For  The  Kick-Off  Issue. 

For  rates  and  information  phone  312-337-3090  or  write  to: 


PRESERVATION 

PLAN  ON  IT 


Louisa  Lampe-is 

BUSINESSWEEK    CAREER  OPPORTUNIT 

100  East  Ohio,  Suite  632  Chicago,  IL  60611 


E  S 


5 


Write 

National  Tnist 

for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 
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BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Business  Opportunities 


Own  a  business 
that  succeeds  in 
building  self-worth. 

Invest  in  a  Sylvan  Learning 
Center  and  watch  your  worth  grow 
along  with  the  self-worth  and  con- 
fidence of  your  customers.  As  the 
leader  in  today's  supplemental  edu- 
cation business,  we've  grown  over 
400%  since  1985.  Now  almost  500 
centers  nationwide  provide  service 
to  over  a  quarter  million  students. 
As  part  of  the  Sylvan  team,  you'll 
receive  complete  setup,  training, 
marketing,  and  management  sup- 

port.  We  Sylvan 
P  ^  Learning 


can  even 
help  with 
financing. 


Center. 


Contact  Charlotte  Bentley  <  r  Angle  Cowan/ 
1-800-284-8214  a/Ur8:30a.m.  CST/2400 
Presidents  Dr /Montgomery,  AL  36116 


L  NEW  1989  Franchise  Annual  Directory 
y  describes  4,185  Franchisors  Includes 
ndbook  concerning  what  you  should 
)w  before  entering  franchise  agreement 
mpletely  Updated  20lh  yr  $26  95  plus 
00  first  class  postage  Money  back 
arantee 

INFO  FRANCHISE  NEWS 
728  Center  St  ,  Box  550 
Lewiston.NY,  14092 


:orporate  Delaware  Law  Offices, 
IITTINGTON  &  AULGUR  $225  Complete 
le  Info  Call  Or  Write  PO  Box  5550. 
m  .  DE  19808  —  1-800-441-9459 


CORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

CallA/Vrite  for  FREE  KIT: 
P.O.  Box  484-BW 
Wilmington,  DE  19899 

80(K321-CORP- 302-652-6532 


aimre 


omputers/Office  Equipment 
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NDUSTRIESINC 


Our  13th  Year  of  DISCOUNTS 
Computers  and  Cellular  Phones 
Freight  Prepaid— Save  Tax 
Toll  Free  800-231-3680 


rANDY-Radie/liaek 


!5n  Kaly  Fwy  ,  Katy  (Housion)  TX  77450 
I-7I3-392-0747  Fa>  (713)  574-4567 


Business  Services 


BusinessTcx)ls 


BizPlanBuilder™  Iniuiiive  business  &  markel- 
ing  plan  template  for  raising  capital,  launching 
new  products  or  services.        pages  of  sales  & 
marketing  oriented  headlines,  ideas,  written 
texts     formatted  in  33  wordprocessing  files. 
Spreadsheets  in  Lotus.  Excel  PCs  or  Mac. 
••We  applied  for  a  loan  in  early  November 
and  by  Christmas  we  had  $4,2()0.000.*» 
••My  CPA  highly  recommends  it." 
Ctmipamon  sofnx  arc  pat  ku^es 

•  DealMaker™  Business  Valuation  $595 

•  Forecast  Express^"  Cash  mgmi-PC  $199 

•  Sales  Quota  Mgmt  for  mgrs-  -reps  $149 

•  Production  Financial  Model  $149 

•  Private  Placement  Memorandum  $149 

•  Limited  Partnership  Agreement  $149 

•  Employee  Pohcies  Handbook  $99 

Visa-MC-Amex  +Shipptng 

800/  442-7373  •  415/  941-9191 


Executive  Maternity  Fashion 


MATERNITY 

Executive  suits  elejiant  dresses,  ton  tern 
porary  sportswear  and  evening  dresses 
too!  For  a  great  image  during  and  after 
pregnancy  Catalog  witli  swatches  and 
litBuide»V  refundable  with  order  Visit 
our  stores  in:  Atlanta,  Artlnglon  Hts.,  II 
Bdltlmor^,  Boston,  Charlotle.  NC.  Ctiica 
Cleveland,  DaUas,  Denver,  Fair  Oalu  M 
VA,  Ft  Lauderdale,  Hirrlsburs  PA,  W, 
Hinlord,  CT,  Housron,  King  ol  Pniiiii 
PA.  Los  Angeles.  MlnneapoUs,  New 
Orieans,  New  York,  Palo  Alto,  CA, 
PtiUadelphia,  Piflsbui^h,  Princeton,  N-|, 
SL  Louis,  San  Francisco.  Santa  Ana,  CA, 
Stamford.  C^,  Watliington.  D.C, 
Telephone  :iS  p2S-01S:  l.lOO 
Nolsle  Street  .^th  Floor,  Dept 
BUqi,  Philadelphia.  PA  1912} 


AND  THEY 
PLAY  TOO! 


Corporate  Gifts 


EMBROIDERED 
CAP  SALE 

FROM 
$425 


Hie 

Corporate 
Choicd'  % 

America's  top  companies  can't  afford 
to  look  second-rate  Tftat's  why  they 
choose  our  distinctive  corporate  image 
products  Amencan  made  caps,  shirts, 
lackets  and  more  and  now  finely 
crafted  gift  items,  too.  each  with  your 
name,  logo  or  custom  design  Discover 
the  quality  difference 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

^IImm^"     3952  POINT  EDEN  WAY 
^1531       HAYWARD,  CA  94545 
'«<>/»(„  FAX  (415)  786-1111 


Wine  Cellars 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars         Your  Cost 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  Handmade 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVault  holds  about  8  Furs  $3495 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 
134  W  ISl'''  St.  Los  Angeles  •  800/777/VlNO  (777-8466)  or  in  CA  213/719-9500 


Inventories  Purctiased 


INVENTORIES  PURCHASED 

We  buy  and  sell  surplus  inventory 
Bellemark  Ivlarketing  Ltd 
2160  Ward  Street 
Montreal,  Quebec,  Canada  H4M  1 T7 
Att  Herb  Schwartzman 
Telephone  1-514-744-3113 

Fax  1-514-744-3194 
Canada's  leading  supplier  of 
promotional  merchandise 


Consulting/Marketing 
Services 


Stop  LosinQ  Customersll 
"Sensllive  Customer  Service" 

Is  the  Best  Video  Leatninq  Pfooram  Ever  For  Customei 
Service  Personnel  By  Former  uE  Training  Prolessional 
Clear,  Crisp,  with  Graphics  &  Summaries  (1/2"  VHS) 
Sensitive  Customer  Service  —  Part  1"  —  21  minutes  - 
$59  00 

Sensitive  Customer  Service  —  Part  2  "  —  23  minutes  - 
S59  00 

Purchase  Botli  $99  00  -  Rent  Botti  $39  00 

Call  24  houfs  —  toll  tree  —  salistaclion  guaranteed 
1-800-552  1413  -  FAX  (404)  998  9972 

In  House  Program  Intormahon  on  Request 
(Market  Power,  Inc 


Corporate  Gifts 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  great  quality,  unconditionallv-guaranteed'pt)lc)  shirts  are  100%  cotton,  American 
Made,  and  custom  embroidered  with  voqr  U)go  or  design.  Minimum  order  just  six  shirts. 
For  a  price  list,  brochure  and  information  about  our  other  great  products  call; 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  BW-6, 1 19  N  1 1  th  Si.,  Greenpoini,  NY  1 1 2 11 


.G)RPORATE 

Ttes 

(150  PC.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
Cr  06807. IJ.S.A. 
Dept  BW  (203)  869  3006 


Executive  Recruitment 


Shange 
O  DS  With  Confideneel 


Wegiveourexecutive  die  nisihe  unique 
ability  to  move  into  job  changing  quickly 
and  confidently  by  providing  a  series  ol 
guarantees  that  are  unprecedented  in  this 
field.  To  maintain  the  high  level  ol  service 
that  this  requires,  we  limit  our  practice  to 
senior  executives,  and  to  no  more  than  3 
new  clients  a  week  in  each  of  our  offices. 
We  even  guarantee  your  satisfaction  with 
the  job  you  accept  for  two  lull  years!  Call 
1-800-359-1800  in  confidence. 

m EXECUTIVE  RESOURCES 
INTERNATIONAL,  INC 
122  E.  42nd  St.,  NY.  NY  10168 
Offices  in  major  dties  tnd  intemiHontlly. 
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Investing 


GOT  A  FEW  MILLION  TO  SPARE? 
HEAD  FOR  A  HEDGE  FUND 


|I£5 

Idis 
fcce 


1 0 


|he  very  rich,"  Ernest 
Hemingway  once 
wrote,  "are  different 
from  you  and  me."  How  true. 
They  play  polo  instead  of 
ping-pong,  spread  beluga 
rather  than  Cheez  Whiz  on 
their  crackers,  and  when  it 
comes  to  investing,  they  favor 
the  Rolls-Royce  of  the  world 
of  money:  the  hedge  fund. 

Hedge  funds  are  not  for 
you  if  your  idea  of  "taking  a 
flyer  in  commodities"  is  to  ac- 
cumulate subway  tokens  in 
anticipation  of  a  fare  increase. 
However,  if  you're  not  just 
prosperous  but  downright 
loaded,  and  not  just  loaded 
but  liquid — i.e.,  you  have  a 
few  million  to  spare — one  of 
the  smartest  things  you  can 
do  is  sink  that  cash  into  these 
private  investment  partner- 
ships, which  engage  in  a  wide 
variety  of  sophisticated  in- 
vestment strategies.  Accord- 
ing to  the  far-from-compre- 
hensive  data  available  on  the 
subject,  most  hedge  funds 
surveyed  far  outpaced  the 
market  in  1988  (table). 
GREEN  SCENE.  Hedge  funds 
can  buy  stocks  and — unlike 
mutual  funds — routinely  sell 
them  short,  thus  hedging 
against  market  downturns. 
But  the  "classic"  hedge  funds 
that  just  buy  some  stocks  and 
short  others  have  been  aug- 
mented by  an  array  of  differ- 
ent types,  because  nowadays 
the  term  applies  to  any  pri- 
vate partnership  that  invests 
in  stocks.  Some  hedge  funds 
engage  in  program  trading, 
while  others  invest  in  take- 
over targets  or  companies 
that  are  undergoing  bank- 
ruptcy reorganization.  A  few, 
such  as  Coniston  Partners,  en- 
gage in  "strategic  block  in- 
vesting"— buying  a  chunk  of 
stock,  then  seeking  to  acquire 
or  restructure  the  company. 
One  advantage  hedge  funds 


have  over  other  money  man- 
agement methods  is  that  they 
do  not  have  to  cope  with  the 
government  strictures  on  the 
trading  strategies  of  mutual 
funds  or  pension  funds.  An- 
other is  that  hedge  fund  man- 
agers have  a  hefty  stake  in 
the  profits,  usually  20%,  get 
nothing  if  the  fund  loses  mon- 


ey, and  often  must  recoup 
losses  before  they're  allowed 
to  draw  their  pay — a  require- 
ment that  is  common  though 
not  universal.  By  contrast, 
mutual  fund  managers  are  al- 
most always  paid  a  percent- 
age of  net  assets  whether 
they  perform  well  or  poorly. 
One  result  of  the  payment 


KO 


system  is  that  hedge  funAst 
long  have  lured  such  sav\  & 
stock  pickers  as  Mario  G 
belli,  Martin  Sass,  and  tl" 
Feshbach  Brothers,  the  nott  i 
short-sellers.   Investor  e 
traordinaire  Warren  Buffet 
chief  executive  of  Berkshiifsy 
Hathaway,  used  to  run 
hedge  fund. 

NO  WAY  OUT.  Prominent 
many  hedge  fund  manage) 
surely  are,  these  funds 
main  among  the  least  unde 
stood  and  least  accessible  (  V| 
investment  vehicles.  Getting, 
started  as  a  hedge  fund  inve 
tor  may  even  be  harder  tht 
getting  started  as  a  hed^ 
fund  manager.  "Yesterda 
one  of  our  analysts  located 
hedge  fund  that  I'd  heailrsi 
about  for  three  years.  It  turr  iai 
out  I'd  been  in  their  city  ]  us 
times  and  never  found  them 
marvels  Budge  Collins,  whoAir 
Newport  Beach  (Calif.)  coi  k 
suiting  firm,  Collins  Ass(  mi 
ciates,  tracks  hedge  func 
and  other  money  managers 
One  reason  for  the  fund! 
low-key,  even  secretive  wa; 
is  their  legal  status.  Securitii 
laws  prevent  hedge  fun 
from  advertising,  and  fu: 
managers  are  careful  to 
nothing  that  can  be  construe 
as  promotion.  Since  they  a: 
private  partnerships,  the 
need  not  disclose  performanc 
data  to  the  public  or  the  Seci 
rities  &  Exchange  Commi 
sion.  And  even  if  you  find 
hedge  fund  manager,  he  ma 
not  be  able  to  take  your  moi 
ey.  Unlike  mutual  fund: 
which  constantly  issue  ne 
shares  as  investors  send  i 
money,  hedge  funds  are  limi 
ed  partnerships  that  are  n 
stricted  by  law  to  no  moi 
than  100  partners.  The  min 
mum  investment  is  conside 
abl^-commonly  $500,000  t 
$1  million — and  investors  ar 
expected  to  keep  their  mone  -f. 
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the  partnership  for 
nths  or  years,  de- 
iding  on  the  fund, 
thdrawals  are  usual- 
allowed  semiannual- 
ar  quarterly  at  best, 
iince  hedge  funds 
:  generally  found  by 
rd  of  mouth,  one 
)d  first  step  is  to 
1  brokers,  pension 
id  managers,  or  any- 
i  who  might  be  ac- 
linted  with  a  hedge 
id  manager  who's  accept- 
;  new  money.  One  problem 
;h  this,  of  course,  is  that  a 
)ker  may  simply  steer  you 
one  of  the  firm's  in-house 
iney  managers,  which  isn't 


WHERE  HEDGE  FUNDS 
ARE  MAKING  THEIR  MARK 


Fund 
type 

Funds 
surveyed 

Total  return* 

1988  median 

ARBITRAGE 

11 

33.2% 

BANKRUPTCY/ 
REORGANIZATION 

5 

49.1 

"CLASSIC"  HEDGE 

59 

21.1 

SHORT-SEUING 

6 

14.8 

STRATEGIC  BLOCK 

4 

26.5 

ALL  HEDGE  FUNDS 

85 

23.2 

EQUITY  MUTUAL  FUNDS 

512 

14.2 

S&P  500 

16.6 

*Price  change  plus  dividends  DATA:  B.  HAUPTMAN  &  ASSOCIATES 


the  idea.  "You  could  wind  up 
at  Merrill  Lynch  Asset  Man- 
agement, when  what  you  real- 
ly want  is  a  small,  flexible  op- 
eration," says  Edwin  Powell, 
vice-president  of  Provident 


Capital  Management  in 
Philadelphia. 

You  might  want  to 
try  a  consultant  who 
specializes  in  picking 
money  managers  for 
high  net-worth  individ- 
uals. Collins  Associates 
and  Fairfield  (lowa)- 
based  B.  Hauptman  & 
Associates  are  among 
the  most  prominent. 
But  there  are  many 
consultants  who  can 
find  such  investments  for  the 
well-heeled,  at  a  price — rang- 
ing from  a  nominal  flat  fee  to 
1%  of  assets.  Consultants  also 
run  data  bases  on  hedge 
funds  and  are  a  valuable  re- 


pository of  data  on  them. 
Alas,  such  numbers  aren't  de- 
finitive, unlike  mutual  funds 
data,  for  they  exclude  the 
many  hedge  funds  that 
haven't  been  tracked  down. 

However  you  proceed,  it's 
wise  to  diversify  among  funds 
that  are  engaged  in  various 
strategies.  While  short-selling 
specialists  didn't  do  too  well 
in  1988,  for  example,  those  en- 
gaged in  risk  arbitrage  did 
very  nicely,  as  they  profited 
from  the  spate  of  mergers. 
By  the  end  of  the  year,  mar- 
ket conditions  might  well  be 
different.  To  be  safe,  the  best 
approach  to  hedge  funds  is  to 
hedge.  Gary  Weiss 


Collecting 


HE  PC 

S  PAINTBRUSH 


Jarbara  Nessim,  Sher- 
iann  Ki-Sun  Burnham, 
Barbara  Joffe — not  ex- 
Jy  household  names  among 
llery  habitues.  Look  for 
sm  soon,  though:  These  art- 
5,  and  others  who  use  com- 
:ers  with,  or  instead  of, 
re  traditional  tools  and  me- 
,  are  beginning  to  attract 
erest  from  serious  dealers 
i  collectors. 

Computer  art  has  traveled 


lOPFE'S  WHIMSICAL  OKCUS 


es  from  the  days  when 
igrammers  turned  out 
ird  geometric  designs  us- 
huge  mainframes.  Today, 
lew  generation  of  afford- 
e  and  powerful  personal 
nputers  and  workstations 
5  artists  create  complex, 
arful  graphics,  with  shad- 


ings  and  textures  of 
great  subtlety  and 
quality.  Computer  art- 
ists run  the  gamut  of 
contemporary  styles, 
though  many  are  pro- 
ducing heavily  abstract 
works. 

Some  artists  use  the 
computer  as  a  design 
tool,  taking  a  rough 
printout  and  then  ap- 
plying brush  and  paint 
to  create  the  finished 
work.  Others  use  their 
PCs  as  the  medium  it- 
self, producing  hard 
copies  of  their  works 
on  plotters  and  laser 
printers,  or  displaying 
their  creations  on  the  comput- 
er screen. 

Computers  are  even  used  in 
sculpture.  In  Capricious 
Constellation,  at  Boston's 
Computer  Museum,  artist  Lil- 
lian Schwartz  and  physicist 
Arno  Penzias  used  a  comput- 
er to  direct  a  motor  that  simu- 
lated the  effect  of  a  gentle 
breeze  on  linked  pieces  of 
hanging  brass  tubing. 
FLOPPY  COPY.  Older,  more 
traditional  collectors  have 
shunned  such  work,  and  New 
York  galleries  only  this  year 
have  organized  computer-art 
shows.  "Every  spring,  I  walk 
through  SoHo  and  ask  galler- 
ies if  they  know  of  these  art- 


NESSIM'S  SURKEAUSTIC  THOUGHTS  Of  THM  MOOM 
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ists,"  says  Robert  Hendel,  a 
collector  and  executive  direc- 
tor of  Davis,  Polk  &  Ward- 
well,  a  Manhattan  law  firm. 
But  few  owners  seem  to 
know  who  he's  talking  about. 


KI-SUN  BURNHAM'S  CAPKIU 


In  part,  that  ignorance 
reflects  a  stigma  that 
the  art  world  still 
places  on  computers 
per  se.  Some  gallery 
owners  complain  that 
many  of  the  works 
they  have  seen  aren't 
very  good.  Others  are 
concerned  that  much  of 
the  art,  which  is  on 
floppy  disks,  can  be 
easily  reproduced. 

But  younger  collec- 
tors, attracted  partly 
by  lower  prices,  are 
buying.  Mitchell  Me- 
lamed,  a  Chicago  attor- 
ney, saw  Nessim's 
Tltouglits  of  the  Moon, 
a  surreal  painting  pro- 
duced on  a  laser  print- 
er, at  the  Boston  Com- 
puter Museum;  he's 
considering  buying  it 
(for  $3,000)  and  other 
Nessim  works  for  him- 
self and  investor  groups. 

Now,  says  Cynthia  Good- 
man, program  director  of  the 
IBM  Gallery  of  Science  &  Art, 
the  computer  is  being  accept- 
ed by  more  artists — including 
such  mainstream  painters  as 
Kenneth  Noland  and  Howard 
Hodgkin,  who  both  have  used 
computers  in  their  work. 
Goodman  and  others  think 
that  this  trend  and  the  in- 
creasingly higher  quality  of 
the  art  eventually  will  force 
acceptance  by  important  gal- 
leries. In  the  meantime,  pieces 
by  today's  better-known  com- 
puter artists,  at  $500  to 
$20,000  apiece,  could  well  be 
bargains.      Keith  Hammonds 
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Health 


STRESS 
CAN  BE  A 
JAWBREAKER 


At  the  time,  it  seemed 
only  a  minor  inconve- 
nience: The  patient  sat 
for  25  minutes  with  her  jaw 
propped  open  while  the  den- 
tist worked  away.  But  then, 
three  days  later,  she  suddenly 
found  it  difficult  to  open  her 
mouth  without  hearing  an  om- 
inous cracking  sound.  And  by 
the  next  morning,  she  could 
barely  move  it  at  all.  Trying 
to  chew  or  speak  brought  in- 
tense pain. 

The  patient  was  suffering 
from  temporomandibular  joint 
dysfunction  (TMJ),  a  sudden  ir- 
ritation of  the  joint  connecting 
the  jawbone  and  skull.  In  ad- 
dition to  its  most  obvious  lock- 
jaw-like effect,  TMJ  often 
brings  headaches,  earaches, 
and  even  neck  and  back  pain. 
And  while  TMJ  drew  little  at- 


tention a  few  years  ago,  these 
days  it  is  being  diagnosed 
more  often. 

The  exact  cause  of  the  syn- 
drome is  still  unknown.  Some 
cases  result  from  trauma, 
such  as  a  blow  or  strain.  But 
manv  dentists  include  TMJ  in 


the  growing  number  of 
stress-related  disorders.  Typi- 
cally, people  who  clench  their 
jaws  or  grind  their  teeth — 
causing  muscles  to  tighten — 
are  vulnerable.  If  left  untreat- 
ed, the  spasms  may  spread 
across  the  face  and  neck,  de- 


veloping  into  a  chronic  arth 
ic  condition.  So  if  the  syr. 
toms  persist  for  more  th; 
two  days,  you  should  seek  c 
a  periodontist  or  dentist  foi 
diagnostic  X-ray. 
BITE  PLATES.  Grim  as  t 
symptoms  are,  most  TMJ  cas 
respond  quickly  to  conser\ 
tive  treatments:  applied  he; 
a  soft  diet,  and  joint  exercis 
(pressing  the  tongue  agaii 
the  roof  of  the  mouth, 
opening  the  mouth  with  yo 
fist  under  the  chin).  In  mo 
stubborn  cases,  dentists  m; 
prescribe  anti-inflammato 
drugs  or  bite  plates  to  ke^ 
teeth  from  grinding. 

As  a  last  resort,  there's  t 
operating  table:  Arthroscopy'; 
surgery  has  proved  effecti 
in  restoring  jaw  movemer 
But  it's  mainly  for  patien 
whose  TMJ  results  from  s 
vere  or  congenital  joint  dai 
age,  such  as  an  ankylosis  (f 
sion  of  the  joints).  With 
capricious  disorder  such 
TMJ,  says  Sheldon  Nadler, 
New  York  City  dentist,  trea 
ment  "should  start  simple  an| 
only  m.ove  up  when  and 
necessary."        Jan  Frotnna 


There's  nothing  like  a 
good  financial  disaster  to 
open  up  a  few  investment  op- 
portunities, and  that's  what 
seems  to  be  happening  in  the 
realm  of  mortgage-backed 
securities.  The  bailout  law 
has  savings  and  loans  scram- 
bling to  comply  with  tough 
new  standards,  and  for  the 
many  that  can't  scrounge  up 
more  capital,  the  only  course 
is  to  shed  assets.  And 
they're  doing  that  by  selling 
off  mortgage-backed  securi- 
ties, to  the  tune  of  billions. 

These  securities  are  main- 
ly Ginnie  Maes,  Freddie 
Macs,  and  Fannie  Maes,  is- 
sued by  the  three  govern- 
ment-chartered units  that 
buy  up  home  loans  and  pool 
them  behind  bonds  bearing 
their  names  and  guarantees. 
Thrifts  hold  about  25%  of  the 
$800  billion  outstanding,  and 
as  they  sell  them  en  masse, 
they've  be(?n  driving  prices 
down  and  yields  up. 

Bob  Rodriguez,  manager 
of  the  FPA  New  Income  Fund 
in  Los  Angeles,  which  is 


Smart  Money 

A  GOOD  TIME  TO  MEET  FANNIE, 
FREDDIE.  OR  GINNIE 


lOth-ranked  in  performance 
among  bond  funds  by  Lipper 
Analytical  Securities  over 
the  past  five  years,  thinks 
most  of  the  pounding  down 
of  prices  has  already  hap- 
pened. That  makes  it  time 


Dumping  by  thrifts 
has  driven 
prices  down 


for  some  selective  buying. 

Like  all  other  creatures  in 
the  bond  world,  Ginnies  and 
other  mortgage  securities 
are  measured  against  Trea- 
sury notes  and  bonds.  His- 
torically, Rodriguez  says, 
Ginnies  usually  yield  about 


one  percentage  point  more 
than  Treasuries.  'Today,  with 
Ginnie  yields  bobbing  around 
10%,  they're  paying  L35 
points  more  than  Treasuries. 

While  the  relative  yield 
spread  could  widen  a  bit 
more,  Rodriguez  doesn't  ex- 
pect much  further  decline  in 
prices.  Managers  of  pension 
funds,  insurance  companies, 
and  mutual  funds  hadn't 
found  the  spread  wide 
enough  in  the  past  few 
years,  but  he  thinks  it's  am- 
ple now  to  attract  "a  whole 
new  segment"  of  investors 
to  morgtage-backeds. 
A  HEDGE.  Where  does  one 
look  for  the  best  values?  Ro- 
driguez likes  the  issues 
based  on  shorter-term  mort- 
gages, such  as  Freddie  Macs 
backed  by  15-year  home 


k 


loans.  Such  Freddies  don' 
take  15  years  to  mature;  a: 
homeowners  move  or  refi- 
nance, the  loans  are  pai( 
off— and  the  securities  n 
tired — on  average  in  about] 
five  years.  A  Freddie  backed! 
by  30-year  loans  typically  is 
paid  down  in  10  years. 

Yields  on  the  15-year  Fred- 
dies are  as  high  as  10.5%. 
Rodriguez  likes  them  be- 
cause the  yields  are  about  as 
good  as  on  longer-term  secu- 
rities, but  provide  a  hedge:  If  jot) 
rates  in  general  start  to 
move  back  up,  their  prices 
don't  sink  as  fast. 

For  an  even  better  buy, 
shop  around  for  "baby 
Macs."  Some  small  thrifts 
have  trouble  accumulating 
the  standard  $1  million  pool 
of  mortgages  required  by 
Freddie,  so  they  ship  theirs 
off  in  bunches  of  $500,000— 
too  small  to  interest  big  mon- 
ey managers.  But  if  your 
broker  can  snag  one — units 
go  for  as  little  as  $1,000— 
there's  a  bit  more  yield  there 
for  you.  David  Zigas 
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For  Bill  Demby,  the  difference  means 
getting  another  shot. 


hen  Bill  Dcmby  was  in  \  letnam,  he 
zd  to  dream  of  coming  home  and  play- 
l  a  little  basketball  with  the  guys. 


A  dream  that  all  but  died  when  he  lost  more  resilient,  more  flexible,  more  like 
th  his  legs  to  a  Viet  Cong  rocket.  life  itself 

Thanks  to  these  efforts,  Bill  Demby 


But  then,  a  group  of  researchers  dis-      is  back.  And  some  say,  he  hasn't  lost  a 
covered  that  a  remarkable  Du  Pont  plastic  step. 

could  help  make  artificial  limbs  that  were         At  DuPont,  we  make  the  things  that 

make  a  difference. 


Better  things  for  better  living. 


JOPOSJ 


"Eti  U  S  PA       TM  W 


Personal  Business 


Outdoors 


MANAGING 
A  DIFFERENT 
KIND  OF  FI0AT 

It  is  always  a  majestic 
sight — a  fleet  of  hot-air 
balloons  floating  silently 
through  the  sky.  If  you  have 
ever  wanted  to  get  involved  in 
ballooning,  but  thought  you 
had  to  be  a  millionaire  to  af- 
ford the  equipment  and  its  up- 
keep, don't  be  discouraged. 
Owning  a  balloon  isn't  the 
only  way  to  get  up  in  the  air. 

For  six  years,  I  have  been  a 
member  of  the  chase  crew  n 
the  airship  Airotica,  a  yellow 
and-blue  balloon  owned  ii\ 
Bob  Metz,  a  project  manager 
for  a  cable-systems  company 
based  in  Philadelphia.  From 
April  through  October,  we 
travel  to  various  meets 
around  the  Eastern  U.  S. 
SUNRISE.  For  a  pilot,  balloon- 
ing requires  a  capital  outlay. 
A  new  balloon  runs  about 
$15,000,  and  you  can  expect  to 
spend  a  few  thousand  dollars 
a  year  in  operating  costs. 

But  for  a  crew  member,  the 
major  investments  are  time 
and  a  good  pair  of  work 
gloves.  Don't  expect  to  be 


paid  in  casli  although  most 
pilots  do  gr,  crew  members 
free  rides.  e  flown  with 
Bob  about  a  (  zen  times. 

Do,  howev  r,  expect  to 
wake  up  early.  Because  the 
wind  is  calmes;  at  daybreak 
and  dusk,  a  l  .illooning  day 
usually  starts  at  least  an  hour 


before  sunrise.  The  pilots  al- 
ways receive  a  briefing  on  the 
latest  weather  conditions. 
Federal  Aviation  Administra- 
tion regulations  ground  all 
balloons  if  the  winds  are  too 
strong,  or  if  any  storms  are 
brewing  nearby. 

For  safety,  the  instruments 


and  the  structure  of  the  en- 
tire balloon  are  checked  at 
least  once  every  season  for 
wear  or  defects.  And  pilots 
are  tested  annually  on  their 
knowledge  of  VAA  rules. 
HARE  AND  HOUNDS.  As  long  as 
pilots  follow  some  simple 
guidelines,  ballooning  is  a 
safe  and  beautiful  sport.  Few 
experiences  match  the  sight 
of  50  or  more  balloons,  each  a 
different  combination  of  bril- 
liant colors,  inflating  in  a  field 
as  the  summer  sun  peeks 
over  the  horizon. 

For  the  chase  crew,  there's 
little  time  to  sightsee.  Crew 
members  Kim  Norris,  Sherry 
Dance,  and  I  have  to  follow 
the  balloon  while  it's  airborne. 
Because  a  pilot  can  direct  the 
balloon  only  up  or  down.  Bob 
never  knows  exactly  where 


he'll  land.  One  time,  a  sudde' 
thunderstorm  forced  Bob  t 
land  quickly,  and  we  had  t 
row  out  to  an  island  in  th! 
middle  of  the  Delaware  Rive 
to  retrieve  the  balloon. 

Most  balloon  "races"  tes 
accuracy,  not  speed.  The  mosi 
common  is  called  a  hare-an(| 
hounds  race.  In  that  even 
the  pilots  try  to  duplicate  th| 
flight  pattern  of  a  balloon- 
the  hare — that  takes  off  5  c 
10  minutes  before  the  rest  c 
the  pack. 

When  the  hare  lands,  i1 
crew  lays  out  a  large  cloth  3 
The  pilots  of  the  hounds  tos 
beanbags  as  close  as  possibl 
to  the  center  of  the  X.  A  goo 
hound  can  track  the  hare 
well  that  some  tosses  are  jus 
inches  from  the  center. 

Many  pilots  use  two-wa 
radios  to  stay  in  contact  wit 
their  crew.  But  Bob  is  one 
those  purists  who  scorn  rad 
OS.  That  means  Kim,  Shern 
and  I  must  rely  on  luck  an 
skill  to  follow  him.  We  fr( 
quently  drive  along  unknow 
roads  hoping  for  an  interse( 
tion  that  will  take  us  closer  t 
the  balloon's  flight. 

Finding  a  place  to  land  isn 
as  easy  as  it  used  to  be,  wit 
more  rural  areas  giving  wa 
to  development.  But  after  th 
balloon  has  landed  and  i 
packed  up,  we  enjoy  a  ba 
looning  tradition:  champagnf 

If  you  want  to  get  involve 
in  ballooning,  you  can  contac 
one  of  the  many  balloon  club 
across  the  U.  S.  To  find  on 
near  you,  call  the  Balloo 
Federation  of  America,  base 
in  Indianola,  la.,  (515  96] 
8809).  Kathleen  Madiga 


Worth  Noting 

■  CRUISE  BLUES.  If  you  go  on 

an  industry  seminar  cruise, 
says  Laventhol  &  Horwath, 
the  costs  are  tax-deductible 
only  if  the  ship's  registry  is 
American  and  the  cruise  is 
within  U.  S.  waters. 

■  GORBYTIME.  San  Francis- 
co's  Hotel  Diva  will  give  you 
a  Soviet  military  watch  when 
you  stay  overnight.  Along 
with  the  trendy  timepiece, 
the  $189  package  includes  a 
tin  of  caviar  and  a  flask  of 
Stolichnaya  (800  553-1900). 
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We'll  never  try  to  sell  you  a  laser  printer 


We  will,  however,  try  to  sell  you  on 
a  laser  printer  language. 

The  PostScript  language  from 
Adobe  Systems. 

You  see,  there  are  two  kinds 
of  printers  and  typesetters 
in  the  world.  Those  that 
support  PostScript.  And 
those  that  do  not. 

The  ones  that  do-at 
last  count  there  were  46- 
are  completely  compatible.  That 
means,  when  you  print  a  file  on  a 
PostScript  printer  from  one  manu 
facturer,  you  can  print  the  same 


file  on  a  PostScript  typesetter 
from  a  completely  different  man- 
ufacturer And  that's  good  to 
know,  since  more  than  25  different 
O.E.M.'s  have  adopted  the  Adobe 
PostScript  language. 

On  the  other  hand, 
when  you  print  a  file  on  a 
printer  that  doesn't  support 
PostScript,  that's  virtually 
the  only  place  you  can  print  it. 
Forever 

Since  there  are  so  many  differ- 
ent PostScript  printers  and  type- 
setters, you  can  pick  the  one  that 


meets  your  specific  needs.  For 
paper  handling  options.  Printing 
speeds.  Choice  of  resolutions. 
And  black  &  white  or  color  output. 

And  only  Adobe  PostScript 
gives  you  absolute  freedom  to 
select  the  best  hardware  and  more 
than  3,000  software  programs  for 
virtually  every  application,  plat- 
form and  budget. 

Isn't  it  time  you  bought  into  the 
PostScript  language? 


Look  for  the  PostScnpt  symbol  on  computers,  printers  and  other  products  that  support  PostScnpt  software  from  Adobe  Systems:  it's  your  guarantee  of  quality  and  compatibility. 
Adobe,  the  Adobe  logo  and  PostScnpt  are  registered  trademarl^s  and  the  PostScnpt  logo  is  a  trademar1<  of  Adobe  Systems  Incorporated.  1 1989  Adobe  Systems  Incorporated.  All  nghts  reserved. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  ore  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Honeywell  66 
Hughes  Aircraft  66 

I 


Actel  14 

All  Nippon  Airways  32 

Allied  Stores  84 

Alcoa  100 

Amer  Group  90 

Americon  Airlines  32,106 

American  Bronds  98 

American  Hospital 
Supply  17 

American  Motors  104 

Americon  Standard  84 

Ames  Department 

Stores  62 
Anglo  Americon  44 
Apollo  Computer  106 
Applied  Materials  112B 
Ardent  Computer  40 
Asea  Brown  Boveri  54 
Ashton  Tate  8 
AT&T  96 

Atlantic  Richfield  81 
Austrian  Airlines  32 
Axo  Midi  Assurances  33 
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Computer  Systems 

Advisors  40 
ComputerLand  106 
Coniston  Partners  126 
Consolidated  Gold 

Fields  44 
Crossair  32 

Cushman  &  Wakefield  96 

Cypress 
Semiconductor  1I2B 


BM  8, 106, 112A,  123 

ICH  84 

Inland  Steel  17 
Integrated  Resources  84, 
87 

ntel  112A 
Interco  84 
IRI  54 
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Photographed  by  Bodi 

If  you  lower  the  saturated 
fat  and  cholesterol  in  your  diet 
you  can  lower  a  major  risk 
factor  for  heart  disease.  Its 
easier  than  you  think,  no 
matter  how  busy  you  are. 

Get  a  free  booklet.  Write  or 
call  the  American  Heart 
Association,  7320  Greenville 
Ave.,  Box  3,  Dallas, Texas  75231 

Your  Life  Is  In  Your  Hands 

American  Heart 
Association 


B.  Hauptmon  126 
Bass  90 

BAT  Industries  33,  98 
BATUS  33 

Beeba's  Creations  98 
Beechom  Group  74 
Bell  Helicopter  50 
Berkshire  Hothowoy  126 
Bethlehem  Steel  100 
Blockstone  Group  84 

Blockbuster 
Entertainment  34 

Boeing  50,  66 
Boise  Cascade  96 
Boston  Consulting  Group  8 
Boston  Ventures 
Management  35 

Bristol-Myers  74 
British  Aerospace  50 
British  Airways  32 
Brown  &  Williamson 

Tobacco  33 
Burroughs  Wellcome  115, 
118 

Businesslond  106 


Daewoo  Heavy 
Industries  50 
Doi-lchl  Kongyo  52 
Data  General  106 
Dayton  Hudson  62 
Delaware  Boy  87 
Delta  32 

Dialog  Information 

Systems  66 
Digital  Equipment  106 
Domtor  84 
Dornier  50 
Dow  Chemical  100 
Drexel  Burnham 

Lambert  84 
Duncan  Industries  123 
Durocell  84 


Quicksilver  98 


Raytheon  66 
Resorts  International  84 
Revco  84 
Reynolds  Metals  100 
Riklis  Family  Corp.  62 
RJR  Nabisco  84,  134 
Rolm  8 


KoiserTech  84 
Kohlberg  Krovis 

Roberts  40,84 
Kuboto  40 


Lozord  Freres  84 
Leasewoy 

Transportation  84 
Levi  Strauss  Associates  90 
Lewis  (S.  B.)  40 
Lockheed  50,66,96 
LTV  66,87 
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Panties  Drug  84 
Farmers  Group  33 
Federated  Department 

Stores  84,96 
Fiat  54 

Fidelity  Monogement  8. 

Research  87 
Fireman's  Fund  40 
First  Boston  35,  84 
Ford  104 

FPA  New  Income  Fund  128 


Macfodden  Holdings  35 
Mogna  Copper  100 
Marion  Laboratories  74 
Marketel  International  17 
Masonlte  84 
Materials  Research  112B 
May  Department 

Stores  62,96 
McCormlck  96 
McDonnell  Douglas  50,  66 
McKesson  96 

Mentor  Graphics  106 

Merck  118 

Metromedia 
Broadcasting  84 

Mlcrooge  106 

Mitsui  Tolyo  Kobe  Bank  52 

Monsonto  118 

Morgan  Stanley  36 

Morse  Shoe  87 

Murphy  (G.  C.)  62 
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Safeway  Stores  84 
Samsung  50,  106 
Sonwo  Bonk  52 
Scandinovion  Airlines 

System  32 
Schering-Plough  118 
SCI  Television  84 
Seaman  Furniture  84,  8 
Searle  74 
Sears  84,96,98 
Shawmut  Banks  8 
Shearson  Lehman 

Hutton  74 
Shell  Oil  118 
Siemens  8 
Silicon  Compilers  14 
Silicon  Graphics  40 
Smith  (R.  D.) 
SmlthKline  Beckman  74 

118 
Southland  84 
Southmark  84,  87 
Squibb  74 
Stardent  40 
Stellar  Computer  40 
Storer  Communications 
Sumitomo  Bonk  52 
Sun  Microsystems  106 
Swissair  32 
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Notional  Gypsum 

84 

Northrop  50,  66 

Northwest  Airlines 

32,  58 

Nutmeg  Industries 

98 

o 

Ohio  Mattress  84 

P 

Cain  Chemical  84 
Coldor  62 
Campbell  Soup  35,  96 
Compeou  84 
Capron  Connection  8 
CBS  36 
Chips  &  Technologies  14 
Chrysler  104 
Circle  K  84 
Citibank  52 
Collins  Associates  126 
Compaq  112A 

Compucom 
Communicotlons  112A 

Computer  Sciences  58 


Gene  Shears  123 
Genentech  118 
General  Dynamics  50,66 
General  Electric  Information 
Services  58 

General  Motors  58,  104 

Glont  Food  84 

Gibson  Greetings  84 

Gltano  Group  98 

Gront  (W.  T)  62 

Gruupe  Limograln  123 

Grummon  66 


Hellman  &  Friedman  84 
Hewlett-Packard  106 
Hitachi  106 
Holiday  90 
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Pan  Am  58 
Pauley  Petroleum  81 
Penney  (J.  C.)  98 
PepsiCo  90 
Perkin-Elmer  112B 
Perot  Systems  58 
Pfizer  74 

Pharmaceutical  Card 

Systems  115 
Philip  Morris  98 
PRAB  Commond  112A 
Prott  &  Whitney  50 
Prime  106 

Procter  &  Gamble  35 
Prudential  Insurance  96 
Prudentlol-Boche 

Securities  84 
Public  Priority 

Systems  112A 
Public  Service  of  New 

Hampshire  87 


T  Rowe  Price  Investment  WO 

Services  87 
Tandy  Brands  98 
Teledyne  84 
Texas  Air  32,84 
Texas  Instruments  66, 

112B 
Textron  50 
Thai  Airways  32 
The  Limited  Stores  98 
Trocor  66 
Tromo  34 
Turner  Broadcasting 

System  96 
Twentieth  Century-Fox 
Film  96  ^ 


UAL  32,  84 
Unisys  106,  112A 
United  Technologies  50 
USG  84 
I  U.  S.  Sprint 

Communications  112A 

I  USX  100 


Visible  Systems  40 

w 

Wal-Mart  Stores  98 
Wang  106 
Wesroy  Capitol  90 
Wilson  Sporting  Goods 


Zoyre  62 

Zenith  Data  Systems  11'. 
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vestment  Figures  of  the  Wee 


MENTARY 

low  Jones  industrial  average 
I  broke  through  its  all-time 
n  a  striking  56-point  leap  to 
on  Aug.  24.  It  was  the  last 
!  major  averages  to  do  so, 
t  climbed  further  to  2743  on 
28  before  easing  back, 
-term  interest  rates  dipped 
ly.  New  data  on  consumer 
ling,  personal  income,  hous- 
ind  the  upward  revision  in 
;cond-quarter  GNP  show  a 
jer-than-expected  economy, 
means  interest  rates  may  not 
down  much  farther. 


STOCKS 

Aug.       Feb.       Aug.     Aug.  24-30 


52-week  change 
+  34.1% 


■  360  1500 


1  -week  change 
+  1.7% 


BONDS 

Aug.       Feb.      Aug.     Aug.  24-30 


•  355  1350 


•  345  1051- 


Sheorson  Lehman 
Treasury  Index 


52-week  change 

t9.8% 


4 


■  1380  no 


1-week  change 
-0.1% 


THE  DOLLAR 

Aug.       Feb.       Aug.     Aug.  24-30 


1331  80 
1320  90 


121)0  70 


J.  P.  Morgon 
Index 


52-week  change 

-t  1.3% 


1  -week  change 
-0.1% 


ARKET  ANALYSIS 


STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
:OMPANIES  (Russell  1000) 
LL  COMPANIES  (Russell  2000) 
:OMPANIES  (Russell  3000) 

2728.2 
185.0 
177.4 
197.9 

1.9 
1.7 
1.0 
1.6 

34.3 
32.8 
21.8 
31.9 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 

CffD  cAA  ni\/incurt  vici  n 
SOir  3UU  UIVIUcNU  TIcLU 

S&P  500  PRICE/EARNINGS  RATIO 

8. 1  % 
8.2% 
3.0% 
13.5 

8.3% 
8.2% 
3.0% 
13.3 

7.5% 
9.3% 
3.6% 
11.9 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

EIGN  STOCKS 

latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

318.6 
67.3% 
0.20 
2.13 

316.2 
65.6% 
0.27 
2.08 

Positive 
Neutral 
Negative 
Neutral 

ON  (FINANCIAL  TIMES  100) 
0  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

2381.3 
34,471.7 
4009. 1 

0.0 
-1.2 
1.7 

35.8 
26.0 
22.0 

DUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 

K-WEEK  LEADERS 

% 

4-week 

change 

S2-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

tLINES 

27.1 

109.9 

UAL 

52.5 

212.4 

277V4 

TALS 

15.4 

38.2 

CYPRUS  MINERALS 

23.7 

61.2 

30% 

JMINUM 

11.3 

31.3 

REYNOLDS  METALS 

12.9 

14.3 

60 

PER  CONTAINERS 

10.8 

22.1 

STONE  CONTAINER 

17.4 

-3.4 

32 

JCKING 

9.1 

18.0 

YELLOW  FREIGHT  SYSTEM 

16.3 

14.7 

311/4 

R-WEEK  LAGGARDS 

% 

4-week 

change 

S2-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

\L  ESTATE  INVESTMENT  TRUSTS 

-6.1 

-8.9 

WELLS  FARGO 

-96.4 

-96.0 

"/l6 

ODS 

-5.1 

40.3 

CAMPBELL  SOUP 

-14.5 

86.0 

50 

iTAURANTS 

-5.0 

32.2 

LUBY'S  CAFETERIAS 

-6.8 

11.9 

25% 

JRUMENTATION 

-4.4 

10.5 

HEWLEn-PACKARD 

-4.9 

10.2 

511/8 

UG  CHAINS 

-3.5 

42.2 

WALGREEN 

-6.1 

70.6 
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UTUAL  FUNDS 

>ERS 

week  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

\TIONAL  AVIATION  &  TECHNOLOGY 
NTEL 

NTEL  CAPITAL  APPRECIATION 

13.0 
11.5 
10.3 

DFA  UNITED  KINGDOM  SMALL  COMPANY 
FINANCIAL  STRATEGIC  PACIFIC  BASIN 
MACKAY-SHIELDS  MAINSTAY  GLOBAL 

-5.2 
-2.8 
-2.3 

eek  total  return 

% 

52-week  total  return 

% 

^TIONAL  AVIATION  &  TECHNOLOGY 
.GER  SMALL  CAPITALIZATION  PORTFOLIO 
NUS  TWENTY 

78.1 
76.9 
68.9 

STRATEGIC  GOLD/MINERALS 
STRATEGIC  SILVER 
FINANCIAL  STRATEGIC  GOLD 

-13.3 
-8.5 
-6.8 

S&P  500 
4-week  total  return 


MOftNINGSTAR  INC. 

\  Averoge  fund 
ek  total  return 


ElATIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


ir  amounts 
isent  the  present 
e  of  $10,000 
sted  one  year 
in  each  portfolio 

intages  indicate 
lay  total  returns 


U.  S.  stocks 
$13,680 

+  2.54% 


m 

Foreign  stocks 
$13,100 

-0.78% 


Treasury  bonds 
$12,353 

-0.49% 


nil 


Money  market  fund 
$10,713 

+  0.16% 


Gold 
$8,287 

-1.67% 


to  on  this  page  ore  os  of  market  close  Wednesday,  Aug.  30,  1989,  unless  otherwise  indicoted. 
ry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Aug.  29.  Mutual  fund  returns  ore  as  of  Aug.  25.  Relative  portfolios  are  valued  as  of  Aug.  29.  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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PURGE  PAYOLA 
FROM  CAPITOL  HILL 


When  Representative  Barney  Frank  (D-Mass.) 
asked  the  House  Ethics  Committee  the  other  day 
to  probe  his  conduct,  he  had  to  join  a  long  and 
growing  line  waiting  to  be  investigated.  Frank  has  been 
candid  in  answering  criticism  about  his  hiring  a  male  prosti- 
tute as  his  personal  aide,  but  some  of  those  ahead  of  him  in 
line  have  been  less  so.  Donald  E.  Lukens  (R-Ohio)  can't 
understand  why  his  own  party  wants  to  dump  him  because 
he  was  convicted  of  having  sex  with  a  16-year-old  girl.  And 
Gus  Savage  (D-Ill.)  answered  charges  of  pawing  an  unwill- 
ing Peace  Corps  volunteer  by  questioning  the  sexual  procliv- 
ities of  some  Chicago  reporters. 

To  some,  this  is  absorbing  theater.  But  these  incidents  are 
aberrations  that  deflect  attention  from  the  real  ethics  prob- 
lem on  Capitol  Hill — one  that  is  institutionalized  and  involves 
behavior  that  right  now  is  perfectly  legal.  When  Congress 
returns  from  its  August  recess,  it  will  make  the  first  serious 
effort  in  11  years  at  passing  comprehensive  ethics  legisla- 
tion. One  of  its  champions  is  none  other  than  Frank,  but 
lawmakers  shouldn't  use  his  current  problems  as  an  excuse 
for  letting  the  ethics  measure  founder. 

There  are  a  number  of  steps  lawmakers  could  take  so  that 
voters  would  stop  holding  their  noses  when  they  mention 
Congress.  Honorariums  must  go.  The  practice  of  representa- 
tives accepting  fat  fees  for  making  short  speeches  to  inter- 
est groups  is  thinly  veiled  payola,  though  legal.  If  they 
forgo  that  money,  a  pay  increase  would  then  be  in  order,  but 
it  should  not  take  effect  until  after  another  election.  Con- 
gress also  should  adopt  a  one-year  ban  on  members'  turning 
into  lobbyists  after  they  leave  office.  The  loophole  that 
allows  those  elected  before  1980  to  convert  their  leftover 
campaign  contributions  to  personal  use  when  they  retire 
should  also  be  closed.  For  the  first  time,  the  standards  of 
personal  conduct  for,  say,  Presidential  candidates,  now  seem 
to  apply  to  the  folks  on  the  Hill.  They  also  should  have  to 
live  by  the  strict  conflict-of-interest  criteria  that  govern  the 
rest  of  the  government. 


THE  WAR  ON  DRUGS  MUST 
BE  FOUGHT  AT  HOME 


The  drug  abuse  that  is  now  spreading  across  the  U.  S., 
from  the  inner  cities  to  once-tranquil  small  towns,  is  a 
litmus  revealing  deep  vulnerabilities  in  American  soci- 
ety. The  U.  S.'s  susceptibility  to  drugs,  far  greater  than  that 
of  any  other  advanced  industrial  society,  reflects  weakness- 
es and  neglect  in  basic  institutions,  from  the  family  to  the 
schools  and  courts. 

Public  policies  can't  ea>  ily  remedy  some  problems,  such  as 
the  erosion  of  family  stability,  that  underlie  the  narcotics 
plague.  But  collective  action  is  possible,  and  absolutely  nec- 
essary, to  halt  the  decline  of  U.  S.  schools,  to  organize  job 


training  for  large  numbers  of  young  people,  to  provide  moi 
child-care  services  for  working  women,  to  fund  improve 
law  enforcement  and  drug-treatment  facilities,  and  to  rescu 
overloaded  courts  and  prison  systems  from  near-gridlock 

Not  surprisingly,  many  of  the  actions  needed  to  defeat  th 
drug  menace  are  the  same  as  those  required  to  revive  U 
competitiveness  and.  halt  the  slippage  in  its  role  as  a  worl 
leader.  A  strong  society,  which  provides  education  and  job 
is  both  productive  and  drug-resistant. 

Unfortunately,  U.  S.  leaders  seem  to  feel  that  the  onl 
way  to  get  public  and  political  support  for  antidrug  me; 
sures  is  to  frame  them  as  a  "war"  against  drugs,  to  invoh 
the  U.  S.  armed  forces  in  detecting  and  curbing  the  dru 
traffic,  and  even  to  send  U.  S.  military  personnel  as  advisei 
to  Colombian  drug-enforcement  agencies.  The  strugg 
against  drugs  will  be  won  on  the  streets  of  America  or  n( 
at  all.  Breaking  the  U.  S.  drug  habit  is  not  a  question  of 
military  assault  that  will  end  in  a  clear  victory.  It  calls  for 
prolonged  struggle  that  will  require  public  willingness  ' 
pay  for  it  and  a  great  deal  of  time — a  generation  or  mon 

Colombia  and  other  drug  suppliers,  with  weaker  institi 
tions  than  those  of  the  U.  S.,  cannot  solve  the  U.  S.  dru 
problem  as  long  as  American  users  continue  to  funnel  ter 
of  billions  of  dollars,  and  the  vast  power  that  these  func 
provide,  to  the  drug  cartel.  In  the  long  run,  a  sustaine 
program  to  curb  drug  use  in  the  U.  S.  is  the  best  way  w 
can  help  such  countries — but  most  of  all,  ourselves. 


THE  TAX  CODE  SHOULDN'T 
LEAN  TOWARD  LEVERAGE 


E 


ver  since  the  $25  billion  FUR  Nabisco  Inc.  leverage 
buyout  last  year.  Congress  has  been  wringing  i1 
I  hands  ineffectually  over  the  1980s'  debt  binge,  on  th 
dubious  premise  that  debt  is  by  definition  bad  for  busines; 
It  isn't,  but  the  bias  in  the  U.  S.  tax  code  favoring  debt  ov^ 
equity  financing — interest  payments  are  deductible  whi 
dividend  payments  are  not — is  bad. 

Leveraging  up  made  a  lot  of  sense  in  the  1980s:  Untappe 
borrowing  power  in  the  highly  competitive  global  economy 
as  wasteful  as  an  idle  factory.  Then,  too,  debt  is  chea 
capital  for  financing  company  growth.  And  with  most  fo: 
eign  rivals  carrying  higher  debt-to-equity  ratios,  somewhf 
higher  debt  levels  made  sense.  But  because  of  this  tax-cod 
bias  favoring  debt,  a  distressing  number  of  companies  hav 
overstepped  the  bounds  of  prudence  (page  84).  The  mo: 
visible  sign  of  overleveraging  is  the  current  turmoil  in  th 
junk-bond  market,  with  some  noticeable  belly  flops  and  sk; 
high  yields  despite  the  fall  in  all  other  interest  rates  over  th 
past  three  months. 

What  needs  to  be  done  is  painfully  obvious.  Congres 
ought  to  expunge  the  bias  from  the  tax  code  and  let  bus 
ness  and  its  owners  decide  for  themselves  whether  debt  c 
equity  financing  best  suits  their  needs.  And  Congress  shoul 
bring  to  the  forefront  of  political  debate  ways  to  boost  on 
nation's  anemic  savings  rate.  Higher  savings  would  lowe 
the  cost  of  capital  to  Corporate  America  and  dramaticall 
boost  its  global  competitiveness. 
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WE'RE  ORDERING  MORE 


In  the  last  few  years  we've  pinpointed  more  than 
filt}'  cities  coast-to-coast. 
Recently  we  started  service  to  Los  Angeles  from 

Chicago.  And  this  year 
we're  opening  a  brand- 
new  hub  in  Philadelphia 
to  complement  our  existing  hub  in  Chicago. 

We  re  not  stopping  there.  In  the  future  you'll  see  us 
put  more  new  destinations  on  the  map.  That  means 
you  get  more  choices  of  when  to  reap  the  benefits  of 
Midways  low  prices  and  exceptional  service. 

So,  with  400  flights  a  day  to  over  50  cities  we  may 
he  running  out  of  pins,  but  our  spirit  is  becoming 
an  ever-expanding  part  of  daily  busmess  life. 


Midway^ 


c  1989  Midway  Airlines.  Inc 


Call  your  travel  agent  or  Midway  Airlines  at  1-800-621-5700. 


February  1st  1953  is  a  date 
many  Dutchmen  will  always 
remerv !  icr.  Throughout  the  night, 
a  fierce  =.torm  roared  onshore 
driven  by  gale  force  winds. 

Just  before  dawn,  horrified 


observers  in  Zeeland  saw  the 
gigantic  sea  dike  suddenly 
bulge  and  crumble.  By  noon,  vast 
tracts  of  the  country  were  under 
water  Two  thousand  people 
and  250,000  farm  animals  died. 


In  the  aftermath,  it  was  obvious 
that  massive  new  sea  defen- 
ses were  needed.  The  question 
was  how  to  anchor  them  in 
the  treacherous  shifting  sands. 
We  at  Akzo  provided  the 


solution.  Years  of  developmiw 
had  resulted  in  polyester  fibr: 
that  were  as  strong  as  steel. 

We  now  wove  these  into  hi|< 
mats,  flexible  yet  tough,  whi(* 
were  ballasted  onto  the  botllMMi 
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A  McGRAW-HILL  PUBLICATION 


sfick  Brady's  New  Agenda  for  Business 


rhe  Treasury  Secretary 
Arants  us  to  stop  focusing 
3n  the  short  term.  And 
le  has  some  plans  i 
hat  could  change  life  m 
br  both  managers 
md  investors.  - 


AGE  80 


How  Do  You  See  Hyundai? 

You  probably  picture  Hyundai  as  a  maker  of  affordable,  high- 
quality  cars. 

That  picture's  not  wrong.  Just  incomplete. 

Those  who  work  with  advanced  computers,  ships  and  nuclear 
power  plants  have  a  better  idea  of  our  scope. 

In  fact,  you'll  find  the  Hyundai  name  behind  sophisticated 
engineering  projects,  petrochemicals,  robotics,  and  satellite 
communication  systems,  among  other  exciting  and  diverse 
industries. 

Which  is  why  in  Korea,  Hyundai  has  become  a  symbol  of  our 
nation's  economic  progress. 

So  by  all  means,  remember  our  cars.  But  don't  forget  the  big 
picture. 

▲HYUNDAI 

K.PQ  Box  92  Seoul.  Korea 

TLX:  K23111/5    FAX:  (02)  743-8963 


Performance 
Beyond  Your 
Expectations. 


t 


IK  f  t 


Pinpointing  fire  and  smoke  danger 
to  help  you  save  fives. 


InUgrating  security  features  into 
the  total  facilities  management 
system  saves  enough  on  labor  to 
pay  for  the  entire  system  in  two 
years  at  Hamilton  County  justice 
Center  in  Cincinrmtl 


If  you  know  the  exact 
location  of  dangei;  rather 
than  the  general  area,  you 
can  save  precious  minutes 
of  response  time  Johnson 
Controls  offers  a  firesafety 
system  with  "smart  heads" 
that  pinpoints  danger  on 
your  monitor  as  it  sounds  an 
alarm  in  your  building  and 
alerts  your  fire  department. 

A  single  pair  of  wires  can 
accommodate  up  to  200 
sensors  or  other  firesafety 
devices,  so  the  system  is 
more  economical  to  install 
than  a  hard-wired  system. 
Easy  on-line  programmabil- 
ity  gives  you  the  ability  to 
adjust  to  changing  occupancy 
and  use  of  your  building. 


Our  ability  to  integrate 
firesafety  with  your  other 
systems  can  provide  addi- 
tional safety  measures.  For 
example,  you  can  automati- 
cally retum  elevators  to 
ground  Qoors,  close  fire 
doors,  activate  sprinkler 
heads,  e\'en  cycle  tans  and 
damjjers  to  purge  smoke 
fi-om  an  endangered  area. 

Johnson  Controls  can 
also  help  you  make  your 
building  secure  with  card 
access  technologies  to  re- 
strict entry  to  critical  areas 
and  with  detectors  to  main- 
tain the  integrity  of  doors 
and  windows. 


For  the  safety  and  security 
of  your  building,  whatever 
its  size  or  function,  call 
Johnson  Controls  today  at 
1-800-972-8040.  In  Wis- 
consin, call  1-800-472-6533. 
Or  wnte,  Johnson  Controls, 
Systems  and  Services  Divi- 
sion, C19,  Milwaukee,  Wl 
53201-0423. 


©  1989  Johnson  Controls,  Inc 
JC8934 
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THE  QUIET  CRUSADER 

If  there's  one  thing  Nick  Brady 
hates,  it's  the  'fly  now,  pay  later' 
school  of  economics.  So  the  Treasury 
chief  is  readying  a  full-rigged  plan  to 
wean  managers  and  investors  away 
from  high  leverage,  deal  mania,  and 
the  other  fast-buck  management 
schemes  that  flowered  under 
Reaganism.  Easier  said  than  done,  of 
course — but  in  his  low-key  fashion, 
Brady  has  a  way  of  getting  his  way 
BRADY'S  BUNCH 
Behind  the  chief  are  a  few  insiders, 
a  few  academics — and  a  lot  of  power 
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PRODUCTION 

Change  from  last  week:  0.3% 
Change  from  last  year:  -0.1% 

185   


LEADING 

Change  from  last  week:  0.5% 
Change  from  lost  year:  8.8% 
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The  production  index  rose  for  the  week  ended  Aug.  26.  On  o  seasonally 
adjusted  bosis,  output  of  electric  power,  trucks,  lumber,  rail-freight  traffic,  and  oil 
refining  increased.  Steel  and  auto  production  declined.  Coal  output  was  unchanged 
from  the  previous  week,  and  data  on  paper  and  paperboard  output  were  unavail- 
able. Before  calculation  of  the  four-week  moving  average,  the  index  jumped  to 
177.6  from  175.2  in  the  prior  week. 

BW  production  index  copyright  1989  by  McGrow  Hill  Inc. 


The  leading  index  increased  for  the  week  ended  Aug.  26  as  almost  all  available 
dote  indicated  that  the  economy  remains  healthy.  Higher  stock  prices,  fewer  business 
failures,  and  faster  growth  rates  for  materials  prices,  real  estate  loans,  and  M2  all 
signaled  faster  growth.  These  more  than  offset  a  small  gain  in  bond  yields.  Before 
calculation  of  the  four-week  moving  average,  the  index  jumped  to  219.7  from  218.5 
in  the  previous  week. 

Leading  mden  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ago 

I  Change 
year  ogo 

STEEL  (9/2)  thous.  of  net  tons 

1,706 

1,689# 

-10.6 

AUTOS  (9/2)  units 

121,326 

130,980r# 

-11.3 

TRUCKS  (9/2)  units 

70,542 

79,397r# 

-10.2 

ELEaRIC  POWER  (9/2)  millions  of  kilowQtt-hours 

60,615 

60,324  # 

9.1 

CRUDE-OIL  REFINING  (9/2)  thous.  of  bbl./day 

14,106 

1 4,025  # 

-0.2 

COAL  (8/26)  thous.  of  net  tons 

1 9,975  # 

19,949 

-1.5 

PAPERBOARD  (8/26)  thous.  of  tons 

NA# 

742.2 

NA 

PAPER  (8/26)  thous.  of  tons 

NA# 

738.0 

NA 

LUMBER  (8/26)  millions  of  ft. 

519.3# 

510.9 

10.9 

RAIL  FREIGHT  (8/26)  billions  of  ton-miles 

19. 8# 

19.7 

0.5 

Sources:  Americon  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA*^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/6) 

147 

144 

133 

GERMAN  MARK  (9/6) 

1.98 

1.94 

1.85 

BRITISH  POUND  (9/6) 

1.55 

1.58 

1.70 

FRENCH  FRANC  (9/6) 

6.67 

6.54 

6.28 

CANADIAN  DOLLAR  (9/6) 

1.18 

1.18 

1.24 

SWISS  FRANC  (9/6) 

1.71 

1.67 

1.56 

MEXICAN  PESO  (9/6)^ 

2,570 

2,565 

2,300 

Sources:  Ma|or  New  York  bonks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

CES 

latest 
week 

Week  ' 
ago 

ft  Change 
year  ago 

GOLD  (9/6)  $/troy  02. 

360.200 

361.400 

-15.7 

STEEL  SCRAP  (9/5)  #  1  heavy,  $/ton 

109.00 

105.00 

-9.5 

FOODSTUFFS  (9/1)  index,  1967=  100 

217.6 

217.3 

-9.4 

COPPER  (9/2)  ^-/ib. 

137.6 

134.5 

27.6 

ALUMINUM  (9/2)  «./lb. 

83.3 

83.0 

-34.7 

WHEAT  (9/2)  #  2  hard,  $/bu 

4.22 

4.25 

8.8 

COTTON  (9/2)  strict  low  middlinc      1/16  in.,  ?/lb. 

74.09 

70.21 

42.8 

LEADING  INDICATORS 


latest 
week 

Week 
ago 

%  Change 
year  ago  | 

STOCK  PRICES  (9/l)s&P500 

351.55 

345.72 

34.3 

CORPORATE  BOND  YIELD,  Aaa  (9/1) 

9.05% 

9.02% 

-10.7 

INDUSTRIAL  MATERIALS  PRICES  (9/1) 

104.8 

104.1 

-4.6 

BUSINESS  FAILURES  (8/25) 

201 

257 

-28.2 

REAL  ESTATE  LOANS  (8/23)  billions 

$339,6 

$338.6 

15.8 

MONEY  SUPPLY,  M2  (8/21)  billions 

$3,131.3 

$3,124.4r 

3.3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/19)  thous. 

316 

323 

1.3 

Sources:  Standord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980  —  100),  Dun  & 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season' 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  final  setting.  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


latest 
month 

Month 
ago 

%  Change 
year  ago 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Aug.) 

117.6 

1  i7.5 

2.1 

UNEMPLOYMENT  RATE,  CIVILIAN  (Aug  ) 

5.2% 

5.2% 

-7.1 

CONSTR.  SPENDING  (July)  annual  rate,  billions 

$415.7 

$415.6r 

1.2 

12  LEADING  INDICATORS  COMPOSITE  (July)  index 

144.0 

143.7 

0.9 

Sources:  BLS,  Census  Bureau,  Commerce  Dept. 

 f 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (8/21) 

$779.6 

$774.8r 

-0.5 

BANKS'  BUSINESS  LOANS  (8/23) 

317.1 

316.7r 

5.9 

FREE  RESERVES  (8/23) 

246r 

96r 

-39.6 

NONFIN ANCIAL  COMMERCIAL  PAPER  (8/2 1 ) 

123.2 

122.9 

34.1 

Sources:  Federol  Reserve  Board  (in  billions,  except  for 
a  two-week  period  in  millions). 

^ree  reserves. 

which  are  expressed  for 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (9/5) 

8.93% 

8.92% 

8.15% 

PRIME  (9/6) 

10.50 

10.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (9/5) 

8.73 

8.69 

8.28 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/6) 

8.80 

8.85 

8.32 

EURODOLLAR  3-MONTH  (8/30) 

8.85 

8.83 

8.56 

arc 


Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  ore  seo>onally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  mochinery  and  defense  equipment 
1  =  Western  Wood  Products  Assn.         2  =  Sou- hern  Forest  Products  Assn.         3  —  Free  morket  value         NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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E\X  Machines 
$199  each. 


The  DESKFAX 
DFX-4800'''  (4800 
bps)  and  the  DFX- 
9600'"  (9600  bps) 
are  the  most  cost- 
effective  FAX 
board  solutions 
on  the  market 
today.  Their  1/2 
card  design  makes  them  easy  to 
install  in  your  IBM  PC/XT/ AT  or 
compatible,  and  the  Quick-Start 
Guide  will  have  you  sending  your 
first  FAX  in  minutes! 

Both  products  are  menu  driven, 
so  they're  easy  to  use  .  .  .  support 
over  150  printers/scanners  .  .  .  are 
compatible  with  leading  word  pro- 
cessing, spreadsheet,  graphics  and 
DTP  software.  The  DFX-4800  and 


To  order  by  Visa,  MasterCard  or  C.O.D. 
Call  Toll  Free  right  now! 

1-800-767-7656 

Or  send  in  the  coupon 


YES!  DESKFAX  sounds  like  the  answer  to 
my  PC  facsimile  needs' 

Please  send  me  more  information. 
Please  send  me    DFX- 


4800  unit(s)  @  $199.  each. 
Please  send  me   


DFX- 


Make  your  PC  and  FAX  a  package  deal. 

DFX-9600  offer  background  oper- 
ation, phone  directory,  group 
broadcast,  scheduled  transission 
capabilities,  automatic  redial  and 
much  more! 

Both  the  DFX-4800  and  the 
DFX-9600  come  with  a  30-day 
(risk  free)  money  back  guarantee 
and  a  1-year  parts  and  labor 
warranty. 

Order  your  DFX-4800  or  DFX- 
9600  today  . . .  then  tell  your  PC  to 
"FAX  it!" 

DFX-4800  and  FX-9600  are  products  of  DESKFAX 

IBM  PC/XT  AT  are 


9600  unit(s)  @  $249.  each. 
I  will  enclose  $6.50  shipping  and 
handling  per  unit  ordered. 

TOTAL  ENCLOSED  $  


Name- 


Title  (if  any)  _ 


Company  (il  any). 

Address  

City  


.State. 


Zip- 


_  Phone  _ 


Send  to:  DESKFAX,  Inc. 

5415  Oberlin  Drive.  San  Diego,  OA  92121 

Salistaclion  guamnleed  or  return  wilhirt  30  da/s  for  lull  reluitd 
Calilomia  resider)K  please  add  7%  sales  lax  lo  total  order 


T  M 


DFX-4800 

T  M 

DFX-9600 

,  Inc.,  54 1 5  Oberlin  Drive,  San  Diego,  C A  92 1 2 1 

registered  trademarks  of  International  Business  Machines  Corp. 
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LOS  ANGELbi) 
At  Marina  del  Rey.  Over- 
lcx)king  the  marina.  Minutes 
froin  Los  Angeles  Interna- 
tional Airport  and  Beverly 
Hills.  Easily  accessible  from 
California  freeways. 


MUN  i  hREY 

Ar  f  islrfrmans  Wharf.  Near 
Monterey  Bay  Aquarium 
and  Carmel.  Adjacent  to 
the  Monterey  Conference 
Center. 


ORANGE COUNTY 

At  The  City.  Near  Disney- 
land Park  and  Anaheim 
Stadium.  20  minutes  from 
John  Wayne  Airport. 


PALM  SPRINGS 

At  Desert  Princess  Country 
Club.  Private  18-hole  cham- 
pionship golf  course,  tennis, 
swimming,  racquetball  and 
fitness  center.  10  minutes 
from  Palm  Springs  Airport. 


SAN  DIEGO 

Located  in  the  heart  of 
Mission  Valley  Near  Sea 
World  and  the  San  Diego 
Zoo.  10  minutes  from  the 
San  Diego  Airport. 


SANTA  CLARA  k 

At  the  Santa  Clara  Cor  }(v 
ventlon  Center.  In  the  :h_ 
heart  of  Silicon  Valley. 
Adjacent  to  Great  Ame  s  : 
Theme  Park.  10  minute:  s- 
north  ot  San  Jose  Airpo  £_ 
r 


Doubletree  Hotels  are  also  located  in:  Atlanta*Austin»Dallas(3)»Denver»Houston(3)»Kansas  City»Loul.sville  (The  Seelhach)»Mianii»Nashville»New  C 

6B-CA 


VENTURA 

Complete  resort  hotel  on 
California's  Gold  Coast. 
Only  90  seconds  from  the 
beach  and  less  than  an 
hour  from  Los  Angeles. 


ALBUQUERQUE 

In  downtown  Albuquerque. 
Adjacent  to  the  Civic  Plaza 
and  Convention  Center. 
Near  the  Albuquerque 
Airport. 


PHOENIX 

Doubletree  Suites  at  the 
Phoenix  Gateway  Center, 
2  miles  north  of  Sky  Har- 
bor International  Airport. 
Complimentary  breakfast 
and  hosted  cocktail  hour. 


SALT  LAKE  CITY 

Adjacent  to  the  Salt  Palace 
Convention  Center.  Com- 
plimentary breakfast  and 
evening  reception.  1  block 
from  Temple  Square. 


TUCSON 

At  Randolph  Park.  Com- 
plete resort  hotel  only 
10  minutes  from  downtown 
Tucson  and  15  minutes 
from  the  airport.  Near  Old 
Tucson. 


s*Tulsa(2)»Vail  ♦Open  Fall  1990:  Colorado  Springs  (The  Antlers).  Or,  stay  with  another  fine  Metlife*'  Company,  Compri  Hotels.  Call  1-800-4-COMPRI. 

6C-CA 


Have  a  little  pick  me  up  before  you  get 
back  to  work.  Iberia's  Business  Class  always 
welcomes  you  witti  a  glass  of  sherry.  A  taste 
of  Spanish  sunshine  to  whet  your 
appetite  for  the  delicious  meal 
ahead.  And  afterwards  relax  and 
take  advantage  of  our  unique,  multi- 
lingual, on-board  library. 


Efficient  and  professional  but  warm  and 
hospitable  That's  how  we  think  business 
should  be. 

Call  your  travel  agent  or  1-800-SPAIN-ia 


WARM  TO  THE  EXPERIENCE. 


One  online  service  has 
the  best  name  in  business. 


To  rise  above  the  crowd  in  today's 
world,  you  need  the  best. 

Your  competition  simply  won't 
let  you  settle  for  less. 

That's  why  you  need  the  one 
online  service  with  the  best  name 
in  business— Dow  Jones 
News/Retrieval,  from  Dow  Jones  & 
Company  Inc.,  publisher  of  The 
Wall  Street  Journal. 

Year  after  year,  in  survey  after 
survey  American  business  votes 
Dow  Jones  the  best  name  in  the 
publishing  industry. 

Now  Dow  Jones  News/Retrieval 
is  setting  the  standard  by  which  all 
online  business  services  will  be 
judged.  Providing  the  timely  news 
and  information  you  need  to  make 
wise  business  decisions.  Breaking 
more  critical  stories  than  other 
services.  Meticulously  verifying  the 
accuracy  of  our  reports.  And  pio- 
neering breakthrough  technologies 
to  guarantee  even  the  most 
computer-wary  professional  can 
use  our  service  with  ease. 

Business  professionals  in  most  of 
the  Fortune  500  already  count  on 
our  special  brand  of  online  infor- 
marion.  Call  1-800-215-3170  Ext.  6B 
today  for  more  information  on  how 
we  can  give  you  the  same  edge. 

And  get  the  best  name  in 
business  for  yourself. 

Dow  Jones 
News/Retrieval 

Online  with  business. 


,  1989  Dow  Jones  &  Company.  Inc.  All  nghts  reseaed 
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INSURERS  ARE  UNDER  SIEGE, 

BUT  NOT  UNDER  WATER  

Your  stx)ry  "Insurers  under  siege: 
Lawmakers,  consumers,  and  corpo- 
rate customers  are  fighting  mad"  (Cover 
Story,  Aug.  21)  does  a  disservice  to  the 
importance  of  the  debate  about  property 
and  liabiHty  insurance.  Without  ques- 
tion, insurance  is  imbued  with  the  public 
interest,  yet  the  debate 
about  it  has  too  often 
been  cast  by  profession- 
al critics  as  a  witch- 
hunt. Insurance  cover- 
age pays  for  the  cost  of 
legal  defense,  medical 
care,  repair  costs  for  au- 
tos,  and  the  liability  of 
individuals  and  business- 
es to  others.  The  indus- 
try, which  has  to  act  as 
messenger  of  these  es- 
calating costs,  already 
operates  in  a  highly 
competitive  environ- 
ment. To  suggest  in  tab- 
loid-style fashion  that  "consumers  and 
other  insurance  buyers  are  benefiting" 
from  contracting  markets  and  evaporat- 
ing profits  is  to  ignore  or  postpone  the 
real  issues  of  cost  management  and  loss 
prevention,  which  are  the  root  of  the 
problem. 

Franklin  W.  Nutter,  President 
Alliance  of  American  Insurers 
Schaumburg,  111. 

Your  story  greatly  exaggerates  our 
death.  Most  of  the  560  property-ca- 
sualty insurers  of  the  National  Associa- 
tion of  Independent  Insurers  and  the 
other  3,500  insurance  companies  in  the 
U.  S.  are  solid,  innovative,  and  optimistic 
about  the  future.  Even  though  big  com- 
mercial writers  have  lost  30%  of  their 
market,  the  lion's  share  remains. 

The  greatest  danger  to  this  business 
is  repeal  of  the  McCarran-Ferguson  Act. 
The  majority  of  insurers  cannot  compro- 
mise on  the  issue.  We  know  that  repeal 
would  drive  many  small  and  midsize 
companies  out  of  business — those  very 
companies  that  have  been  the  innovators 
and  continue  to  fill  important  market 
needs.  Competition  in  the  consumer's  in- 


terest would  lessen,  not  increase.  That 
constriction,  added  to  the  shakeout  fore- 
cast in  your  report,  would  resurrect  the 
cartel  whose  evil  effects  you  so  aptly 
described. 

Lowell  R.  Beck 
President 
National  Association  of 
Independent  Insurers 
Des  Plaines,  111. 


AN  INDUSTRY 
UNDER  SIEGE 


w; 


hile  we  agree 
with  many  of 
your  assertions,  particu- 
larly those  referring  to 
vicious  competition  and 
hard  markets,  we  are 
disappointed  that  some 
obvious  and  encourag 
ing  facts  have  been 
overlooked. 

Yes,  our  industry  has 
failed  in  many  instances 
to  provide  the  public 
with  reasonably  stable 
markets  and  affordable 
prices,  but  we  have 
good  track  record  foi 
fighting  to  contain  the  underlying  costs 
that  propel  insurance  prices,  a  point  that 
is  painfully  overlooked  in  your  article. 

The  industry  should  be  given  some 
credit  for  responsiveness  as  of  late.  In 
January  of  this  year,  the  nation's  inde 
pendent  insurance  agents  released  a 
white  paper  calling  for  sweeping  indus- 
try reforms,  including  that  the  Insur- 
ance Services  Office  (ISO)  stop  offering 
final  advisory  rates  to  companies.  Subse- 
quently, ISO  announced  it  would  no  long- 
er offer  this  service,  leaving  it  up  to  the 
individual  company  to  determine  the  fi- 
nal rate  it  will  charge.  This  is  a  mov( 
that  can  only  serve  to  help  consumers 
because  it  will  go  a  long  way  to  increase 
competition. 

Lawrence  E.  Hite 
Presideni 

Independent  Insurance  Agents! 

of  America  Incf 
Alexandria,  Va 

■ would  like  to  report  that  the  insurance 
industry  is  alive  and  well,  in  contrasi 
to  the  tone  of  doom  in  your  article. 

Although  the  industry'  is  indeed  under 
going  some  difficult  transitions,  the  arti: 
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ur  free  travel  program  gives  you 

,e  best  mileage  you've  had  in  25  years. 


With  Northwest 
WORLDPERKS® 
free  travel  program, 
earning  free  trips 
is  fast  and  easy. 
After  just  20,000  miles,  you 
can  flvfree  to  any  one  of  over 
200  U.S.  cities.  To  make  things 
even  faster,  your  awards  are 
issued  automatically.  And  with 
-  additional  mileage,  you  can 
earn  trips  to  places  like  Europe, 
Asia,  Hawaii,  Alaska,  Mexico 
and  the  Caribbean.  To  get  the 
most  for  your  miles,  enroll  m 
WORIDPERKS  on  vournext 
flight  or  call  1^800-678-2700, 
extension  SOO. 
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And  knock  out 
B&Wsat30cpm. 


You've  just  previewed 

the  Panasonic 
digital  color  copier 


senting  the  FP-Cl,  from  Pan<Lsonic.  It  gives  you  many  opportunities  to  be  a  hero  in  your  office. 

Because  it's  color,  you"  11  have  more  effective  presentation  graphics  for  today's  more 
npetitive  business  environment.  Because  it's  digitiil,  you'll  be  able  to  custom  tiiilor 
phics  for  ever}' presentiition.  Because  it  does  black-&-whites  at  30  copies  per  minute, 
ril  save  the  cost  of  a  second  copier  Because  it's  so  e-.isy  to  use,  you'll  be  able  to  put 
vherever  copies  are  needed.  Because  it  hiis  a  straight  paper  path  and  proprietary  4,^^ 
or  transcription  technology',  you'll  have  few  paper  jams  and  off- register  copies.  v 

Finally,  because  it's  so  affordable,  you'll  justif)'  the  purchase  a  lot  e^isier  !/ 
n  you  would  digitid  color  copiers  costing  around  $40,000. 

The  FP-Cl  digital  color  copier  from  Pan^isonic.  It  brings  a  touch 
ire  creativity  to  anv  office.  For  the  name  of  vour  nearest  Panasonic 
horized  dealer,  call  toll-free  1-800-447-4700. 

C'()/)icrs.  (Amij)ulcrs.  Printers.  Ptri/fhera/s. 
'/ipeirrikrs  and  I'acsimik's. 

Panasonic. 

Office  f\ii\orr\a{\ou/f'^i\ 

\Jr\ 


Great  cnbr 
on 

plain  paper 

at  an 
affortUihle 
price. 
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Hotel  Beijing-Toronto  is 
situated  in  the  heart  of  Beijing's 
business  and  diplomatic  area, 
on  Jianguo-Menwai  Street, 
10  minutes  from  Tiananmen 
Square,  and  within  walking 
distance  from  the  Friendship  Store. 
We  offer  superb  business  and 
pleasure  amenities,  that  include 

a  business  center  conference 
rooms,  and  the  finest  Cantonese 
and  Continental  cuisine. 
Along  with  the  unique  and 
hospitable  personal  service 
that  has  come  to  characterize 
Nikko  Hotels  International. 
Where  the  heart  is  always  content. 


I  I    I  Jinglun 

hotel  beijing-toronto 

3.  Jianguo-Mcnwai  Da  Jic.  Beijing  Tel;  5002266 
Telex:  210011/210012  JLII  CN  table:  5650  BEIJING 

Managed  by 


nikkO  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Air  Lines,  or  Nikko  Hotels  International: 
Toll  free  in  U  S  and  Canada 
1-800-NIKKO-US  (645-5687) 


cle  fails  entirely  to  note  our  affirmative 
and  progressive  initiatives.  For  example, 
the  American  Insurance  Assn.  is  work- 
ing closely  with  consumer  groups  and 
other  public  advocacy  groups  on  health- 
and-safety  issues.  In  addition,  we  are 
developing  significant  proposals  to  make 
auto  insurance  more  affordable  for  all 
citizens. 

Robert  E.  Vagley 
President 
American  Insurance  Assn. 

Washington 

Your  article  on  America's  insurance 
industry  was  most  timely.  Having 
been  involved  in  far  more  litigation  than 
I  would  care  to  encounter  again,  I  can 
only  say  that  my  extensive  dealings  with 
the  insurance  industry  have  been  most 
disheartening.  The  companies  that  I 
have  dealt  with  appear  to  assume  that 
when  you  make  a  claim  on  an  insurance 
policy,  you  immediately  become  the  ene- 
my. The  insurance  company  will  consid- 
er honoring  its  policy  on  the  courthouse 
steps,  and,  from  that  point  on,  it  plays  a 
"cash  management"  strategy.  That  is,  it 
measures  how  long  it  can  get  away  with 
not  paying  its  bills  and  the  extent  to 
which  the  cost  of  litigation  for  the  in- 
sured can  be  used  as  a  deterrent,  thus 
allowing  the  insurance  company  to  re- 
nege on  its  obligations. 

Adam  Osborne 
Chief  Executive  Officer 
Paperback  Software  Co. 
Berkeley,  Calif. 

A  CAPITAL-GAINS  TAX  CUT 

COULD  HELP  AUNT  TIUIE  

In  his  article  "101  more  reasons  not  to 
cut  capital-gains  taxes"  (Economic 
Viewpoint,  Sept.  4),  Professor  Blinder 
provides  both  fantastic  and  economic 
reasons  for  not  cutting  the  capital-gains 
tax.  Many  academicians  and  members  of 
Congress  have  expressed  concern  that 
the  Administration's  proposal  to  reduce 
the  tax  on  capital  gains,  including  some 
type  of  indexing,  would  inequitably  fa- 
vor the  wealthy. 

The  current  approach  is  to  accept  or 
totally  reject  a  preferential  capital-gains 
rate.  Since  some  believe  that  there  are 
both  policy  and  revenue  benefits  to  be 
derived  from  enhancing  asset  transfers 
and  unlocking  capital  gains,  why  not 
make  this  tax  progressive  rather  than  an 
all-or-none  proposition? 

One  could  conceive  that  yearly  capital 
gains  to  $10,000  would  be  taxed  at  15%, 
progressing  to  the  full  33%  current  rate 
on  gains  beyond  an  agreed  level  such  as 
$50,000.  This  would  help  Aunt  Tillie  mo- 
bilize the  assets  and  profits  from  her 
long-held  AT&T  shares  to  make  a  down- 


payment  on  a  retirement  condo  or  h() 
her  favorite  nephew  start  a  new  bu- 
ness.  Such  small  pickings  would  not  u- 
duly  benefit  speculators  and  moguls  ai 
would  provide  a  means  of  increasiA 
capital  mobility.  It  would  recognize  thj 
a  portion  of  capital  gains  represent 
indexing  of  financial  assets  to  inflatio 
Marcel  Frenkel  M. 

Edi- 

Journal  of  Medic> 
Practice  Manageme'i 
Chicaj 

CALIFORNIA'S  INSURANCE  MAVEN: 
THE  SERVANT  OF  TWO  MASTERS? 


There  is  no  question  that  the  Califo 
nia  insurance  commiissioner's  job- 
post-Proposition  103 — is  a  horrendoi 
one  ("A  California  mission  that  may  b 
impossible,"  Top  of  the  News,  Aug.  14 
Nevertheless,  it  need  not  be  compoum 
ed,  as  Roxani  M.  Gillespie  has  done,  b 
announcing  rate  rollbacks  one  day  an 
on  the  next  day  parroting  the  insuranc 
industry's  line  that  auto  rates  will  go  u 
in  55  of  the  58  counties  after  Nov.  i 
1989,  when  Proposition  103  become 
fully  effective.  Some  of  us  had  hopei 
that  the  commissioner — with  her  vastl; 
enlarged  powers  under  Propositioi 
103 — would  come  to  the  rescue  of  thi 
beleaguered  insurance  consumer.  Basec 
on  her  initial  actions,  however,  the  prog 
nosis  is  not  good. 

Thomas  A.  Skornis 
San  Jose,  Calif 

BY  AIMING  FOR  MARS, 
NASA  HITS  THE  MARK 


The  tone  of  your  editorial  "Business 
not  show  biz,  should  concern  NASA' 
(July  31)  exemplifies  one  of  the  biggest 
problems  with  American  businesses:  an 
addiction  to  short-term  thinking. 

Nearly  every  advance  made  in  elec 
tronics  can  be  directly  attributed  to  the 
Apollo  program.  Communications,  aero- 
space, medicine,  and  many  other  fields 
will  benefit  from  the  research  and  devel 
opment  required  for  a  lunar  base  or 
Mars  mission. 

By  taking  on  such  ambitious  goals 
"with  no  clear  payoff,"  President  Bush 
has  shown  a  great  deal  of  foresight. 

Ron  Scheldrup 
President 
Opto-Data 
San  Mateo,  Calif. 

HOW  SAVING  TREES 

CAN  SABOTAGE  A  BUSINESS  

■ liked  your  article  on  recycling  office- 
type  papers,  but  it  does  not  represent 
the  real  world,  at  least  as  it  is  found  in 
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fbr  power  and  value, 
it's  me  smart  idea  fax 


Fax  buyers  have  a  tough  choice:  Choose  a  fax 
with  lots  of  features- and  a  hefty  price  tag. 
Or  choose  a  low-priced  fax- without  some  of  the 
capabilities  that  make  fax  so  convenient. 

Now  there's  another  choice-the  dex®  150 
PowerFax^^'  facsimile  from  Fujitsu.  It  combines  the 
most  useful  fax  features  with  one  you  won't  find  on 
any  other  fax  in  its  class-a  reasonable  price. 

With  a  dex  150  PowerFax^''',  you  get  features 
you  won't  find  on  many  low-cost  facsimiles.  Like  an 
automatic  cutter.  A  full  20-page  memory.  And  an 
extra-large  operator  panel  that  makes  it  remarkably 
easy  to  program  up  to  228  one-touch  and  speed  dial 
phone,  fax  and  backup  fax  numbers-or  to  broad- 
cast a  message  to  multiple  locations. 

Then  there's  the  dex  150's  automatic  step-up 
modem  and  CCITT  error  correction  for  faster, 
more  accurate,  more  reliable  transmissions.  Plus 

FUjfrsu 

The  global  computer  &  communications  company. 


conveniences  like  Fax  Forwarding^"  (a  memory 
storage  and  remote  retrieval  feature),  custom  head- 
ers and  voice  messaging  you'll  seldom  find  on  other 
facsimiles-at  any  price. 

Best  of  all,  every  dex  150  is  designed  and  built 
for  rugged  reliability,  by  a  world  leader  in  com- 
puters and  communications.  And  it's  backed  by  a 
dedicated  nationwide  fax  service  organization  with 
over  20  years  of  experience. 

When  you've  seen  Fujitsu's  dex  150  PowerFax^", 
you'll  know  it's  something  very  special— a  full- 
featured  fax  at  a  reasonable  price. 

For  complete  information,  contact  Fujitsu 
Imaging  Systems  of  America,  Corporate  Drive, 
Commerce  Park,  Danbury,  CT  06810.  Or  call: 
1-800-243-7046. 

<lij  IS  a  registered  Irddemark  and  Fax  Fgrwardin^  and  Pov.frK.ix 
dfelrademark.s  of  Fujitsu  Imaginj;  Systtrns  of  America.  Int 


I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 


Business  Gifts 
That  Are  Remembered, 
Forever. 

Tiffany's  Corporate  Division 

offers  an  extraordinary  selection  of  gifts 
to  accommodate  every  holiday  budget. 

Your  personal  Tiffany  Account  Execu- 
tive will  see  that  no  detail  is  overlooked 
and  all  orders  are  promptly  fulfilled. 

Tiffany-  also  offers  you  extensive  expe- 
rience in  sales  incentive  programs,  recogni- 
tion award  programs  and  custom  design 
projects. 

To  order  a  Corporate  catalogue,  open 
an  account  or  place  an  order,  call  The 
Corporate  Division  at  1-800-423-2394. 

TiFFANY&CO. 

NEW  YORK  SAN  FRANCISCO  WASHINUTON,  D,C 
REX  HRLY  HILLS  SOUTH  COAST  PLAZA  CHICAGO  ATLANTA 

l\\U..\^  HolsTUN  I'HILAIIHTHIA  PFTRilT  KiKTON 


If  you  like  these 
numbers,.. 


Twentieth  Century  Growth  Investors  Fund 


Average  Annual  Total  Return  as  of  June  30,  1989 

202'  19.9'  20.7  24.5 


lYear 


5  Years 


10  Years 


15  Years 


Call  this  number: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment 
return  and  principal  value  will  fluctuate  and  redemption 
value  may  he  more  or  less  than  original  cost.  For  complete 
information  about  Twentieth  Century's  no-load  mutual  funds, 
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CORREaiONS  &  CLARIFICATIONS 

0 


The  table  in  "Nothing  is  sacred,  and  n 
one  is  too  big"  (International  Business 
July  31)  misstated  the  relationship 
tween  the  stock  prices  of  several  Bri 
ish  companies  and  their  book  values 
The  source,  James  Capel  &  Co.  of  Lor 
don,  recalculated  the  numbers  as 
Aug.  30.  The  correct  figures,  converte 
at  $1.57  per  British  pound,  are:  Su 
Alliance  trading  at  $5.10,  22%  abov  . 
book;  Mt.  Charlotte  trading  at  $1.4* 
32%  below  book;  Vaux  Group  trading 
at  $5.12,  4%  below  book;  and  Nationa 
Westminster  Bank  trading  at  $5.68,  6^ 
below  book. 


the  Northeast  ('  Save  the  trees — and  yd 
may  save  a  bundle,"  Personal  Busines 
Sept.  4). 

The  market  for  this  type  of  waste  pj 
per,  or  mixed  paper,  as  it  is  sometimt 
called,  appears  to  be  nonexistent  in  m 
part  of  the  country.  As  the  head  of 
copy  center,  I  do  receive  requests  froi 
clients  to  use  this  paper.  However, 
would  cost  30%  more  than  virgin  pap( 
to  do  so. 

As  for  quality,  I  would  not  want  rec; 
cled  paper  representing  the  quality 
the  product  or  the  service  my  busines 
puts  out. 

L.  T.  Sicott 
Presider 
Keene  Copy  Servic 
Keene,  N.  F 

SHEDDING  SOME  LIGNT  ON 
WHY  TEACHERS  MOONLIGHT 


After  reading  "Million-dollar  profe; 
sors:  Should  the  ivory  tower  be 
gold  mine?"  (Science  &  Technology 
Aug.  21),  my  comment  is  yes,  professor 
take  on  outside  work  to  supplemen 
their  income,  to  keep  up  with  the  cost  o 
living,  and  to  provide  little  extras  sue' 
as  a  summer  home,  a  sports  car,  or  ai 
IRA.  Yes,  we  seek  outside  employment  t( 
keep  our  teaching  current  and  to  havi 
real-world  examples  that  we  can  tak( 
back  into  the  classroom. 

However,  the  real  reason  that  we  hok 
outside  jobs  is  that  we  continually  hav( 
to  disprove  that  old  saying:  "(3olleg< 
profs  are  guys  who  can't  make  it  in  th( 
real  world!" 

Bill  Kinsmar 
Professoi 

Monroe  Community  College 
Rochester,  N.  Y 


Letters  to  the  Editor  should  be  sent  to  Reader 
Report,  Business  Week,  1221  Avenue  of  the  Ameri 
cas,  New  York,  N  Y.  10020.  Fax:  (212)  512-6875 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in 
elude  an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  nght  to  edit  letters 
for  clarity  and  space. 
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Leased  Uniforms: 
A  Competitive  Edge 


"Thie  safety  factor  is  certainly 
a  reason  for  using  uniforms" 
Adolph  Coors  Company 

I  ,1  

»  ■  - 


Leadership  companies  boost  efficiency 
and  productivity  with  corporate  work  ap- 
parel. And  they  find  professional  uniform 
and  maintenance  service  is  the  most  con- 
venient and  economical  way  to  do  it.  The 
number  of  leasing  programs  explodes  as 
every  business  sector  adopts  uniforms  to 
build  image,  benefit  employees,  promote 
safety  and  get  more  out  of  its  work  force. 


The  financial  community  found  renting 
uniforms  can  save  a  company  25  to  40 
percent  of  maintaining  its  own.  Call  now 
and  your  local  TASC  service  firm  will 
survey  your  textile  and  apparel  use  and 
propose  a  cost-saving  program  that  will 
give  you  a  competitive  edge,  too. 


Call  800-SAY  TASC 


TEXTU  &  JUWAREL  SERVICES  COUNCIL 


TASC  Information  Center 
2300  Computer  Ave.,  Suite  H38,  Willow  Grove,  PA  19090 


Gieat 
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Save  that  information! 

Wherever  and  whenever  you  find  it. 
Because  the  Sony  HCP-CIO  is  the  pocket  copier 
that  lets  you  photocopy  individual  lines  of 
stock  quotes,  statistics  or  other  printed  mate- 
rial. And  then  save  them  on  plain  paper. 

With  Sony  Personals,  you're  always 
open  for  business. 

SONY 
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RUDE  AWAKENING:  THE  RISE,  FALL,  AND  STRUGGLE  FOR  RECOVERY  OF  GENERAL  MOTORS  :E)I 


By  Maryann  Keller 

Wllliann  Morrow  •  275  pp  •  $19.95 


A  TOUGH lOOK 

AT  GENERAL  MOTORS 


0 
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Around  1960,  General  Motors 
Corp.  decided  to  establish  an  in- 
dex for  measuring  the  quality  of 
cars  made  at  its  various  plants.  The 
standard  was  familiar:  100  was  a  perfect 
score,  95  meant  the  car  had  five  defects, 
and  so  on.  But  too  many  plants  had  trou- 
ble getting  a  "passing"  grade  of  60.  The 
solution?  Make  145  a  perfect  score.  That 
way  a  car  with  40  defects  still  looks  like 
a  winner. 

Such  was  the  culture  of  GM.  Don't  ask 
how  scores  could  really  be  improved. 
Don't  ask  what  poor  quality  means  to 


ft 


jor  books  exploring  the  Smith  years.  Ii 
Call  Me  Roger,  Albert  Lee  concentrate( 
on  Smith,  painting  him  as  a  man  wh(s,G! 
never  comprehended  the  human  impac  0. 
of  his  decisions.  Irreconcilable  Differ  js 
ences,  by  Doron  P.  Levin,  focused  on  th(  He 
conflicts  between  Smith  and  H.  RosieG 
Perot,  whose  criticism  was  so  unwel  m 
come  that  Smith  bought  him  out  of  th(  pji 
company  for  $700  million.  Keller  makes  enf 
GM  itself  the  protagonist.  "The  'ghosts  orji 
of  GM's  past  are  central,  if  invisible 
characters  in  the  drama,"  she  writes 
Keller,  a  widely  followed  auto  analys'  y( 


KELLER:  "THE  'GHOSTS'  OF  GM'S  PAST  ARE  CENTRAL,  IF  INVISIBLE,  CHARACTERS  IN  THE  DRAMA 


customers.  Don't  even  admit  that  there's 
a  fundamental  problem,  because  nobody 
likes  bad  news.  Just  juggle  the  numbers. 

That  culture  not  only  guaranteed  fail- 
ure in  a  competitive  market  but  also 
made  GM  incapable  of  admitting  what 
was  wrong  when  inaports  began  flooding 
the  U.  S.  in  the  mid-1970s.  As  Maryann 
Keller  cogently  argues  in  Rude  Awak- 
ening: The  Rise,  Fall,  and  Struggle  for 
Recovery  of  General  Motors,  GM  had  to 
fix  its  culture  before  turning  to  its  cars. 
The  mandate  fell  to  Roger  B.  Smith, 
GM's  chairman  of  the  1980s.  His  efforts 
to  transform  GM — and  the  limits  of  his 
success — are  the  heart  of  this  book 

Rude  Awakening  is  the  most  ambi- 
tious and  satisfying  of  three  recent  ma- 


for  Furman,  Selz,  Mager,  Dietz  &  Bir-tj,^ 
ney  Inc.  in  New  York,  brings  a  deftg 
touch  to  her  task.  Relying  on  her  exten 
sive  contacts  in  the  industry  and  her 
eminent  good  sense,  she  peppers  the  talC)]); 
with  such  anecdotes  as  the  story  behin 
the  ill-fated  'J'  car,  including  the  sorry 
Cadillac  Cimarron,  that  explain  why^j 
many  GM  autos  bombed  with  consumers. 

Keller  doesn't  pull  any  punches  mL^ 
showing  the  many  flaws  with  which  GMjjf 
entered  the  1980s.  One  was  its  extreme 
parochialism.  She  says  G.M  has  never  un^ 
derstood  its  foreign  competition.  To  this 
day,  many  executives  at  GM — and,  she 
could  have  added,  at  Ford  Motor  Co.  andL 
Chrysler  Corp. — believe  that  Japanese  j , 
carmakers  are  lucky  opportunists  who 

BOOK  (y,: 


t  happened  to  be  building  fuel-effi- 
tit  cars  when  the  oil  shocks  hit.  GMers 
inot  seem  to  admit  that  Volkswagen 
3tles  were  selling  in  the  U.  S.  before 
;  prices  rose,  or  that  the  influx  of 
men  into  the  paid  work  force  was  fu- 
ig  demand  for  reliable,  smaller  cars. 
Celler  also  deplores  the  "contemptu- 
;  paternalism"  that  shielded  GM  em- 
yees  from  any  accountability.  One 
ffer  confides  that  GM  not  only  washed 

■  company  car  and  kept  its  gas  tank 
I  but  also  replaced  the  car  every  3,000 
es.  By  uniformly  coddling  its  employ- 
,  GM  eliminated  both  the  stick  and  the 
rot.  Tighter  controls  and  better  incen- 
js  have  yet  to  be  introduced. 

'he  book's  strongest  chapters  evalu- 
GM's  radical  reorganization,  an- 
mced  in  1984,  and  its  dealings  with 
lanese  carmakers.  The  brainchild  of 
n-President  F.  James  McDonald,  the 
rganization  fit  in  with  Smith's  top- 
vn  management  approach.  Conceived 
the  corporate  level,  it  applied  to  ev- 
one  but  the  corporate  staff,  who  had 
le  idea  of  the  trauma  it  would  pro- 
;e  or  how  long  it  would  take  to  imple- 
nt.  Whole  divisions  disappeared,  and 
s  were  shuffled  wildly.  Keller  says 
plan  was  critical  to  GM's  competitive- 
iS,  but  she  suggests  that  top  manage- 
nt  should  have  been  included. 
Smith's  dealings  with  the  Japanese — 
)orting  cars  for  sale  as  Chevys  and 
ablishing  a  joint  venture  with  Toyota 
tor  Corp.  in  California — were  contro- 
sial  in  a  country  much  taken  with 
aald  Reagan's  "Morning  in  America" 
toric.  But  Smith  was  convinced  he 
lid  learn  from  the  Japanese.  Keller 
;s  into  great  detail  about  the  negotia- 
is  with  the  Japanese,  often  quoting 
Llm.aker  Jay  Chai.  (She  does  not  men- 

I  that  this  is  the  same  Jay  to  whom 
book  is  dedicated:  her  husband.) 

)f  all  the  initiatives  of  the  '80s,  Keller 
ieves  that  NUMMI,  GM's  joint  venture 
h  Toyota,  was  the  most  promising, 
t  GM  wanted  to  learn  techniques,  not 
itudes.  For  example,  GM  decided  to  in- 

II  NUMMI-like  teamwork  practices  at 
ler  plants.  Teams  succeeded  at 
MMI,  however,  because  formal  agree- 
nts  assured  workers  that  boosting 
iductivity  wouldn't  cost  them  their 
s.  When  GM  sought  to  initiate  teams 
ewhere,  it  missed  the  point  entirely, 
tead,  it  approached  union  officials  for 
3  plants,  one  in  Van  Nuys,  Calif.,  and 

■  other  in  Norwood,  Ohio,  with  the 
ssage:  Approve  teams  or  be  closed, 
rwood  didn't  and  was  shuttered;  re- 
itment  at  Van  Nuys  kept  the  team 
)roach  from  living  up  to  its  potential. 
ieWer  argues  that  despite  the  trau- 
,s  Smith  put  GM  through,  real  change 
5  been  elusive.  His  successor  will  have 
continue  the  task  of  remaking  GM's 
ture.  In  closing,  Keller  lists  remain- 


ing problems,  the  qualities  GM's  next 
chairman  should  have,  and  the  top  candi- 
dates. It's  clear  which  front-runners  she 
favors.  It's  less  clear  whether  any  one  of 
them  can  lead  GM  to  pre-eminence  again. 

BY  JAMES  B.  TREECE 
Detroit  Bureau  Chief  Treece  covers  the  Big 
Three  and  their  competition. 
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THEY  LOVE  A  MAN  IN  THE  COUNTRY 

By  Billy  Bowles  and  Remer  Tyson 
Peachtree  Publishers  Ltd.  •  336  pp  •  $18.95 


Once  upon  a  time,  political  cam- 
paigns were  spectacles,  part 
vaudeville  and  part  tent  revival. 
Nowhere  were  they  more  colorful  than 
in  the  rural  South,  where  such  populists 
as  George  Wallace,  Orval  Faubus,  and 
Gene  Talmadge  enraptured  voters  with 
their  antics — on  stage  and  in  office. 

Billy  Bowles  and  Remer  Tyson,  re- 
porters for  the  Detroit  Free  Press,  cap- 
ture the  flavor  of  Old  South  politics  in 
They  Love  a  Man  in  the  Country: 
Saints  and  Sinners  in  the  South.  The 
authors  warn  that  this  is  no  "high-mind- 
ed" treatise,  but  a  collection  of  yarns. 
For  anyone  bored  with  today's  bland  of- 
ficeholders, it's  a  perfect  tonic. 

The  demagogues  and  die-hard  Demo- 
crats in  these  pages  have  a  flair  for 
showmanship  and  symbolism  that  puts 
the  Republicans'  use  of  the  Pledge  of 
Allegiance  to  shame.  One  example:  To 
woo  South  Carolina  farmers  in  a  bid  for 
the  U.  S.  Senate,  Ellison  "Cotton  Ed" 
Smith  would  pin  a  cotton  boll  in  his  la- 
pel, cover  his  clothes  with  cotton  lint, 
and  ride  to  campaign  rallies  straddling  a 
bale  of  cotton  atop  a  mule  wagon. 

But  times  changed,  and  television  was 
not  kind  to  these  country  pols.  Angling 
for  a  third  term  as  Alabama's  governor 
in  1962,  "Big  Jim"  Folsom  went  on  live, 
statewide  TV  on  election  eve  with  his 
wife  and  seven  of  his  children.  True  to 
form,  he  arrived  drunk,  mixed  up  his 
kids'  names,  and  began  wailing  about 
his  opponents'  "me-too"  politics.  As  the 
broadcast  signed  off,  Folsom  was  still 
warbling  into  the  mike:  "Me  too,  me  too, 
cuckoo,  cuckoo,  cuckoo."  Wallace  won. 

To  their  credit,  Bowles  and  Tyson 
don't  romanticize  these  men,  many  of 
whom  were  icons  of  the  white  South. 
Race-baiting,  cronyism,  and  vote-swap- 
ping weren't  uncommon.  But  the  au- 
thors do  seem  to  yearn  for  the  day  when 
politicians  took  a  stand  and  'fessed  up  to 
their  actions.  When  Happy  Chandler  left 
the  Kentucky  governor's  office  in  1959, 
he  said  during  his  valedictorj'  speech:  "I 
was  sober  and  I  meant  to  do  every  damn 
thing  I  did."  Thirty  years  later,  with 
Washington  mired  in  ethics  investiga- 
tions, it's  easy  to  feel  nostalgic. 

BY  DEAN  FOUST 
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conomic  ViewDOint 


WILL  DEMOCRACY 
IN  LATIN  AMERICA 
SIMPLY  MEAN 
PLUNDER? 


BY  PAUL  CRAIG  ROBERTS 


Without  economic  liberty, 
political  freedom  is  doomed 
— as  in  Argentina,  Peru, 
and  Brazil,  where  statist 
economies  are  foundering, 
and  citizens  and  capital 
are  fleeing 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E  SIMON  CHAIR  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


The  new  democracies  of  Latin 
America  are  faltering  under  the 
baneful  influence  of  an  economic 
system  that  violates  property  rights  for 
patronage  purposes.  Unless  their  politi- 
cians can  extract  themselves  from  the 
distributional  concerns  that  have  turned 
Latin  economies  into  a  patronage  sys- 
tem, a  paralysis  of  institutions  and 
breakdown  of  law  and  order  will  augur  a 
dismal  future. 

In  an  interview  in  Chile's  El  Mer- 
curio,  Peruvian  presidential  candidate 
Mario  Vargas  Llosa  recently  explained 
what  went  wrong:  "Our  democratic  sys- 
tem in  Latin  America  is  lacking  econom- 
ic liberty;  democracy  has  brought  us  po- 
litical liberty  but  has  not  been 
accompanied  by  that  which  is  indispens- 
able to  our  social  and  economic  develop- 
ment— economic  liberty." 

Peru  is  one  of  the  worst  cases.  Latin 
governments  based  on  what  Vargas 
Llosa  calls  "the  antiquated  statist,  inter- 
ventionist, and  socializing  policies"  have 
turned  private  property  into  a  public  pa- 
tronage system.  Democracy  has  failed  in 
the  past  because  it  has  been  employed  to 
enlarge  the  fiefdoms  of  politicians,  who 
dole  out  the  plundered  spoils  to  their 
supporters.  The  institutionalized  corrup- 
tion ends  up  driving  people  and  capital 
to  countries  with  more  secure  property 
rights. 

Authority  is  eroded  as  people  cease  to 
differentiate  between  the  government's 
usurpation  of  their  property  rights 
through  such  confiscatory  measures  as 
rapid  inflation  and  the  predations  of  ban- 
dit gangs.  As  one  Mexican  told  The  Wall 
Street  Journal  recently,  respect  for 
drug  traffickers  is  possible  because  "the 
authorities  have  no  morality." 

With  confidence  in  government  gone, 
people  have  resigned  themselves  to  sup- 
porting whichever  politician  promises  to 
include  them  in  the  patronage  system. 
CRACKPOT  SCHEME.  In  some  countries, 
thugs  are  stepping  into  the  void.  In  Co- 
lombia, the  drug  cartel,  claiming  to  bet- 
ter represent  the  people,  has  declared 
"total  war"  on  the  government.  Presi- 
dential candidate  Luis  Carlos  Galan  was 
its  latest  notable  victim.  Peru  is  men- 
aced by  Maoist  terrorists  who  have  mur- 
dered 15,000  since  1980  and  bombed  tar- 
gets with  impunity,  causing  regular 
blackouts  of  Lima's  power  supply. 

Even  the  economy  of  oil-rich  Venezue- 
la has  been  battered  by  patronage.  In 
1983,  the  government  set  up  a  system  to 
subsidize  exchange  rates  for  importers 
of  goods  deemed  critical  to  the  economy. 
This  crackpot  scheme  institutionalized 
corruption  by  making  over-invoicing  for 
currency  gains  the  most  profitable  busi- 
ness activity.  Twenty  thousand  import- 
ers are  under  investigation  for  using  the 


system  to  speculate  in  dollars.  A  left 
wing  judge  has  seized  the  opportunity  t< 
lead  an  attack  against  private  business 
Numerous  corporate  executives  hav< 
fled  the  country  to  avoid  arbitrary  ar 
rest,  claiming  that  the  charges  are  £ 
"witch  hunt."  The  judge  even  issued  i 
warrant  for  the  arrest  of  Argentina's 
Economy  Minister,  Nestor  Rapanelli 
formerly  an  executive  in  a  company  witi 
business  interests  in  Venezuela. 
DEADLY  COMBINATION.  In  many  Latii 
American  countries,  citizens  are  becom 
ing  increasingly  cynical  about  govern 
ment.  In  Peru,  60%  of  the  populatior 
makes  a  living  in  the  underground  econ 
omy.  Brazilians  show  their  lack  of  confi 
dence  in  their  future  by  stampeding  t( 
take  assets  out  of  the  country.  Braziliar 
economist  Clarice  Pechman  estimates 
that  capital  flight  will  amount  to  $1^ 
billion  this  year  alone.  Capital  is  rapidlj 
leaving  Argentina  and  Peru  as  well.  Ar 
gentina's  Deputy  Economy  Minister,  Or 
lando  Ferreres,  estimates  that  Argen 
tines  have  moved  a  total  of  $46  billion  t( 
other  countries.  \ 

State-managed  economies  are  locked 
in  steep  recessions  coupled  with  hyperin- 
flation. During  July,  Argentina's  month- 
ly  inflation  rate  was  197%.  Peru's  was 
25%,  and  Brazil's  29%.  Argentina's  Na 
tional  Institute  of  Statistics  &  Census 
reports  that  44%  of  the  urban  population 
lives  in  poverty.  In  Peru,  production  has 
fallen  to  50%  of  capacity.  Desperate  citi- 
zens of  troubled  Latin  democracies  are 
voting  with  their  feet,  lining  up  at  for 
eign  embassies  to  obtain  residence  visas, 
Many  are  emigrating  to  Chile,  which  is 
moving  from  autocracy  toward  democra 
cy.  Chile  is  one  country  that  has  an  effi- 
cient, limited  government  based  on  the 
free  market  and  the  rights  of  individuals 
to  hold  property  and  operate  businesses 
Investment  capital  is  pouring  into  Chile 
from  around  the  world.  The  country's 
once-bloated  government  has  been  re- 
duced by  the  divestment  of  several  hun- 
dred state  enterprises  since  1973.  Infla- 
tion is  running  at  15%  yearly. 

Peru's  Vargas  Llosa  outlines  the  criti- 
cal challenge:  "In  Latin  America  we 
have  to  be  sufficiently  intelligent  to  en 
sure  that  the  democratization  process  is 
not  jeopardized  in  the  economic  arena  by 
the  old  Utopian  and  collectivist  preju- 
dices. These  prejudices  can  wreak  eco- 
nomic disaster  on  our  democracies, 
bringing  immense  frustration  to  our  peo- 
ples who  are  awaiting  not  only  political 
liberty  but  economic  development  and 
better  living  conditions." 

If  other  Latin  leaders  learn  that  only 
economic  liberty  can  prevent  the  degen- 
eration of  democracy  into  a  patronage^ 
system,  the  outlook  for  democracy  in 
South  America  will  brighten.  B 
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With  expansion  into  non-regulated  businesses, 
we're  readying  growth  for  a  fast  takeoff. 


Our  core  business  is  and 
will  remain  regulated  telephone 
service:  1.1  million  customer 
lines  in  25  states  from  coast-to- 
coast,  and  growing. 

But  a  major  base  to  enhance 
future  earnings  growth  is  in  our 
non-regulated  businesses,  an 
expanding  variety  of  operations 
tied  closely  to  our  telecommuni- 
cations expertise. 

We've  increased  our  interest 
in  Advanced  Telecommunications 
Corp.  (ATEL),  one  of  the  nation's 
most  successful  long-distance 
companies,  to  32  percent.  And 


ALLTEL  Corporation 

TVelve  Months  Ended  Dec.  31,  1988 


Assets   $2. 2  billion 

Revenues  and  Sales  $1.1  billion 

Reported 

Net  Income  $  125  million 

Earnings  Per  Share   $2.91 

From  Operations* 

Net  Income   $134  million 

Earnings  Per  Share   $3.13 

Dividend  Rate  $1.72 

Average  Common 
Shares  Outstanding  .  .42.3  million 


'Excludes  One -Time  Adjustments 

Ticker  Symbol ;  AT  Listed  on  the  New  York 

and  Pacific  Stock  Exchanges 

ALLTEL  Corporation,  100  Executive 
Parkway,  Dept.  B,  Hudson,  OH  44236. 


^UXEL 

CORPORATOM 

Excellence  in  Telecommunications 


with  the  acquisition  of  CP 
National  we  have  become  a 
major  provider  of  air  traffic 
control  systems  and  communica- 
tions for  the  U.S.  Navy. 

ALLTEL  Supply  is  one  of  the 
country's  largest  and  most  prof- 
itable equipment  providers,  and 
an  important  contributor  to  our 
record  1988  results. 

We  also  have  a  strong  presence 
in  17  cellular  telephone  markets 
with  a  cellular  population  of 
3,600,000.  For  a  closer  look  at 
ALLTEL,  write  for  a  copy  of  our 
latest  annual  report. 


Tbm  bou^t  Hewiett-Packaid  lorei 


When  he  got  his  first  job  on  Wall 
Street,  Tom's  HP  calculator  was 
his  most  valued  possession.  It  was 
the  combination  of  innovation 
and  reliability  that  gave  him  an 
edge.  So  when  his  Information 
Systems  Manager  recommended 
they  go  with  Hewlett-Packard 
personal  computers,Tom  needed 
no  convincing. 

With  hitel  286  and  386- based 
models,  HP's  line  p«Ha^9 
of  Vectra  personal  m  ^  w^^^Sm 
computers  suits  a  ^mI^^^B 
range  of  business  ^BMMjj||||9 
needs.  Vectra  PCs  ^^^^^^E, 
easily  accommo- 

date  expansion.  ^^^HHH| 
You  can  get  up  — 
to  8  accessory    ■ 


slots,  620  Mbytes  of  hard  disk 
storage,  and  16  Mbytes  of  RAM. 
And  all  models  accept  both  5.25" 
and  3.5"  disks. 

Beyond  this,  HP's  adherence  to 
industry  standards  ensures  com- 
patibility Now,  and  into  the  future. 

But  the  most  important  feature  is 
one  that  Hewlett-Packard  has 
offered  for  50  years.  Exceptional 
quality  This,  along  with  HP's 
extensive  network  of  trained, 
authorized  dealers,  gives  you  all 
the  assurance  you  need.  For  the 
dealer  nearest  you,  call 
1-800-752-0900,  Ext  604H. 

There  is  a  better  way 


HEWLETT 
PACKARD 


386  is  a  trademark  of  Intel  Corporation 

©1989  Hewlett  Paclcard  Company  CPPCC912 


L 


conomic  Trends 


BY  GENE  KORETZ 


DETROIT'S  HIGHER 
PRICES  MAY  NOT  BE  AS 
HIGH  AS  THEY  LOOK 


Although  car  makers  have  an- 
nounced price  hikes  of  from  3%  to 
9%  on  1990  models,  the  consumer  price 
index  may  speed  up  at  no  more  than  a 
0.2%  rate  in  coming  months,  say  econo- 
mists Richard  B.  Berner  and  Druce 
Vertes  of  Salomon  Brothers  Inc.  Stick- 
ers on  new  models  normally  rise  by  3% 
to  5%  in  the  fall,  they  note,  so  seasonal 
adjustment  will  erase  some  of  the  pend- 
ing increases.  And  improvements  such 
as  newly  required  air  bags  or  motorized 
seat  belts  are  counted  by  the  govern- 
ment as  "more  car  for  the  money,"  so 
some  of  their  cost  won't  be  reflected  in 
the  CPI.  Finally,  to  the  extent  that  con- 
sumers recently  accelerated  purchases 
of  1989  car  models  to  avoid  the  hefty 
price  hikes  on  1990  models,  sales  are 
likely  to  slump  again  in  the  months 
ahead — inspiring  new  incentives  that 
will  effectively  trim  prices. 


THERE'S  NOTHING  FICKIE 
ABOUT  THE  FED'S 
WAR  ON  INFLATION  . . . 


If  any  doubts  remain  about  the  Federal 
Reserve  Board's  anti-inflationary  com- 
mitment, they  should  be  dispelled  by 
Fed  Chairman  Alan  Greenspan's  re- 
marks during  a  late-August  symposium 
on  monetary  policy  sponsored  by  the 
Federal  Reserve  Bank  of  Kansas  City  at 
Jackson  Hole,  Wyo.  Speaking  before 
some  75  economists  and  a  dozen  central 
bankers,  Greenspan  responded  to  a 
question  about  the  Fed's  goals  of  both 
promoting  growth  and  containing  prices 
by  stressing  the  absolute  priority  of  sub- 
duing inflation. 

Indeed,  Greenspan  asserted  that  the 
two  goals  are  not  contradictory,  but 
rather  that  price  stability  is  a  precondi- 
tion for  sustained  economic  expansion. 
"Unle.ss  we  achieve  stable  prices,"  he 
said,  "we  will  fall  short  of  our  potential 
long-run  growth." 

Greenspan  dismissed  the  notion  of  a 
trade-off  between  growth  and  inflation, 
the  so-called  Phillips  Curve.  That  idea, 
which  guided  policy  through  most  of  the 
past  25  years,  held  that  in  order  to  grow 
faster,  an  economy  must  tolerate  more 
inflation.  In  the  past,  noted  Greenspan, 
central  banker;  "have  been  fearful  that 
price  stability  would  impinge  on  growth. 
That  is  no  longer  the  case." 


Greenspan  cited  the  experience  of  the 
1970s  to  buttress  his  argument.  In  that 
decade,  accelerating  inflation  not  only 
sent  interest  rates  rocketing  but  pro- 
duced a  climate  of  uncertainty  that  in- 
hibited economic  decision-making,  there- 
by dampening  growth.  Greenspan 
insisted  that  he  is  not  shooting  for  zero 
inflation.  Rather,  he  wants  to  get  to  a 
level  where  executives  no  longer  factor 


GREENSPAN:  STABLE  PRICES  FEED  GROWTH 


fears  of  rising  prices  into  their  economic 
decisions. 

"The  Fed  would  setfle  for  l%-2%  infla- 
tion," says  a  regional  bank  president. 
With  prices  rising  at  a  4%-57f  rate,  that 
means  the  Fed  may  hang  tough  far 
longer  than  most  observers  expect. 


...  AND  IF  RATES  RISE, 
CAPITAL  SPENDING  WILL 
TAKE  THE  BIGGEST  HIT 


When  the  Fed  does  tighten  again,  it 
will  be  capital  spending  rather 
than  housing  that  will  suffer  most,  sug- 
gests a  study  by  Benjamin  M.  Friedman 
of  Harvard  University  that  was  present- 
ed at  the  Jackson  Hole  conference.  His 
research  indicates  that  a  one-percentage- 
point  increase  in  mortgage  interest  rates 
now  depresses  housing  by  about  5%, 
compared  with  about  a  13%  decline  in 
the  1960-70  period. 

One  reason  is  the  end  of  interest-rate 
ceilings  on  savings  deposits,  which 
means  the  Fed  can  no  longer  cause  a 
massive  outflow  of  lendable  funds  from 
thrift  institutions  by  raising  short-term 
rates.  Another  is  the  recent  shift  in 
mortgage  lending  away  from  deposit- 
based  institutions  to  specialized  pools 


such  as  those  generated  by  the  Federal 
National  Mortgage  Assn.  that  package 
and  sell  mortgages  against  bond-type 
obligations  in  the  open  market.  These 
readily  marketable  pools  now  account 
for  nearly  77%  of  mortgage  lending. 

Capital  spending,  by  contrast,  has  be- 
come increasingly  vulnerable  to  Fed  re- 
straint. Friedman  estimates  that  a  one- 
percentage-point  rise  in  interest  rates  in 
the  1960s  and  1970s  depressed  spending 
on  business  equipment  by  4.7%  over  a 
4V2-year  period.  In  this  decade,  the  de- 
cline comes  to  about  6%),  and  it  all  takes 
place  within  one  year.  Why  the  quick 
reaction?  Friedman  says  that  companies 
have  become  so  highly  leveraged  in  re- 
cent years  that  an  increase  in  rates  now 
forces  them  to  cut  back  equipment 
spending  for  fear  that  they  will  be  un- 
able to  meet  interest  payments. 
With  Seymour  Zucker  in  Jackson  Hole 


LIGHT-TRUCK  SALES 
ARE  GETTING 
STUCK  IN  THE  MUD 


The  slowdown  in  passenger-car  sales 
this  year  is  finally  spreading  to  the 
seemingly  impervious  light-truck  mar- 
ket. On  Aug.  28,  in  the  wake  of  weaken- 
ing demand  and  rising  inventories.  Gen- 
eral Motors  Corp.  idled  three  light-truck 
plants  for  a  week.  Ford  Motor  Co.  took 
similar  action  at  a  truck  plant  in  late 
July,  while  Chrysler  Corp.  has  slowed 
line  speeds  at  several  of  its  truck  plants. 
The  affected  facilities  usually  build  com- 
pact pickups  rather  than  off-road  vehi- 
cles or  minivans,  and  pickups,  like  com- 
pact cars,  have  suffered  a  sales  ^ 
nosedive.  Overall,  though,  current  plans 
call  for  domestic  U.  S.  light-truck  pro- 
duction to  dip  1%'  in  the  third  quarter 
and  8%  in  the  fourth,  after  hitting  out-' 
put  records  in  the  first  half,  according  to 
Ward's  Automotive  Reports.  i 
Light-truck  sales  have  continuously! 
soared  during  the  current  economic  cy- 
cle because  consumers  have  increasingly 
bought  them  in  place  of  cars.  Today,  less 
than  a  third  of  all  light  trucks  are 
bought  solely  for  work  use,  and  their 
share  of  the  light-vehicle  market  has 
jumped  to  33%  from  21%  just  eight  years  [ 
ago.  Now,  however,  the  romance  may  be 
fading.  Michael  M.  Luckey,  president  of; 
Luckey  Consulting  Group  Inc.,  thinks 
the  crossover  trend  from  cars  to  trucks 
has  about  leveled  off.  But  even  if  iti 
hasn't,  he  predicts  that  GM,  Ford,  and 
Chrysler  will  have  to  ease  back  further 
on  the  truck-production  throttle.  "Their 
production  plans,"  he  says,  "are  still 
stronger  than  sales  will  be."  ; 
With  James  B.  Treece  in  Detroit 
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EnThe  Quest  Fbr  Knowledge, 
May  We  Suggest  A  Shortcut. 


The  path  to  knowledge  is  full 
of  wrong  turns.  Unless,  of  course, 
youfoUowNEXlS  -  -^f^BP 
the  world's  largest , 
easiest-to-use,  fiill- 
text  information 


service. 

And  with  the 
recent  introduction 
of  the  NEXIS  News  Plus^^'  softwai'et 
finding  important  information  is 


easier  than  ever  Like  a  quick  update 
on  a  competitor  The  latest  world 
news  that  impacts 
your  business.  Or, 
insiglitful  profiles 
of  international 
personalities.  Even 
timely  and  concise 
information  about 
recent  government  regulations. 
And  with  over  650  sources  of 


information  to  draw  fi^om,  you'll 
find  it  fast  on  the  NEXIS  service. 

If  you're  puzzling  over  a 
project  and  you  need  information, 
call  your  NEXIS  representative  at 
1-800-541-6886  and  arrange  for  a 
demonstration.  We  can  make  youi- 
quest  for  knowledge  a  much  more 
rewarding  trip. 

NEXIS 


'NEXIS  News  Plu.s  softwai-e  require,s  an  IBM  compatible  PC  with  a  hard  dlslc.  at  least  MOK  and  DOS  3.0  to  3.3.  ©19H9  Mead  Data  Central,  Inc.  All  righLs  reserved.  NKXIS  Ls  a  regi.stercd 
trademark  for  information  products  and  services  of  Mead  Data  Central.  Inc.  NEXIS  News  Plus  is  a  trademark  for  a  softw;irp|iroducl  of  Mead  DataCentnil,  Inc. 
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loutofZ 
teensin 
America 
has  taken 
drugs. 

lout  of  2 
parents 
doesn't 
see  it. 

See,  the  Washingtons  think 
it's  the  Smith  kid.  The  Smiths 
-  think  it's  the  Sanchez  kid. 
Maybe  the  Sanchezes  think  it's 
your  kid. 

Maybe  it  is  your  kid. 

Find  out.  Talk  to  your  kids. 
Tell  'em  the  dangers  of  drugs. 
Tell  'em  how  to  handle  peer 
pressure. 

Ttell  'em  you  care.  It's  not 
easy.  But  I  can  help.  So  write 
me,  McGruff,  EO.  Box  362, 
Washington,  D.C.  20044. 

Don't  let  your  kids  take  a 
powder.  Or  anything  else. 

Together,  we  can  help 
Take  a  Bite  out  of  Crime, 


TAKE  A  BITE  OUT  OF 


.etter  From  Trieste 


n  it  IL  lLIt  It  LLjt, 


OF  THi  HAMBUMf 
aiOBY— IN  ITALY 


WAITING  IN  THE  WINGS 
AS  THE  IRON  CURTAIN  RISES 


These  days,  there's  a  fresh  wind 
from  the  East  blowing  across  the 
idle  docks  of  Trieste,  Italy's  win- 
dow to  Central  E)urope.  Elections  in  Po- 
land and  a  general  easing  of  restrictions 
across  Eastern  Europe  nnean  the  Iron 
('urtain  is  slowly  lifting.  In  Trie.ste,  as  in 
Budapest,  Prague,  and  Frankfurt,  the 
concejjt  of  MiU.eieuropa  is  back  in  style: 
the  idea  that  Central  Europe  has  a  cul- 
tural and  political  destiny  distinct  from 
both  the  Soviet  Union  and  the  West. 

And  that  is  bringing  hope  to  this  least 
Italian  of  Italian  cities,  where  pasta  and 
pizza  are  rare  and  the  locals  are  named 
Petrovic,  PvOsenberg,  and  Magris.  Says 
Mayor  Franco  Richetti:  "The  peculiarity 
of  Trieste  is  that  we  are  not  only  at  the 
frontier  of  Italy  but  also  at  the  frontier 
of  WesU-rn  Europe.  That's  why  the  fu- 
t.iir'-  ')f  our  city  rests  with  the  East." 
TATTERED  PAST.  Trieste  certainly  could 
use  reinvigorating  from  somewhere. 
Stand  in  the  middle  of  the  wide  Piazza 
deirUnita  d'ltalia  facing  out  to  sea  and 
you'll  quickly  notice  that  this  sleepy  city 
has  seen  better  days.  Behind  you  are 
remnants  of  its  glorious  but  tattered 
past:  the  lavish  fin-fJe-siecle  City  Hall 
and  the  splendid  Savoia  Excelsior  Palace 
Hotel,  built  in  1912  by  Viennese  archi- 
tects. In  front  of  you,  on  the  quays  and 


iwies 
111  122 

h\ 

jetties  of  the  old  port,  a  few  stalls  at  '  > 
selling  fish.  The  huge  cargo  derricks  ar  i'iii 
silent.  A  creaky  truck  with  Albanian  1  iwsys 
cense  plates  lumbers  smokily  down  th  rjjtji 
waterfront  Heat  shimmers  off  the  Adt 
atic,  making  the  lone  tanker  in  the  di 
tance  seem  like  a  miragf 

l!'  ',i'.-iri:'  :)  I'.iiL'  Id  t  y.\ir<>]>i-  may  b 


Mron 


:-,omelhing  of  a  Hiir^ge, 
UX) — at  least  in  the  short 
term.  Like  Berlin  or  Vienna, 
cities  that  also  sit  astride  Eu- 
rope's East-West  divide,  this  port  c 
240,fXX)  people  is  pervaded  by  a  fair 
odor  of  tragedy.   O^nquered   by  th 
Hapsburgs  in  1-382,  Trieste  belonged  t 
the  Austrians  for  most  of  the  next  60 
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LET 


lANNESMANN 


My  name  is 

Larry. 
My  company's 

^  /  name  is 
Mannesmann. 


annesrnann  is  a  company  operating  worldwide 
th  122,000  employees  and  total  external 
les  of  $11.6  billion. 

the  United  States  we  offer  a  comprehensive 
ogram  for  mechanical  and  plant 
gineering,  for  example  material  handling 
iw  systems  and  complete  steel-making 
nlities.  We  are  a  leading  company  in 
^ctronic  controls  and  computer-interfaced 
ntrol  systems  for  hydraulic  and  electric 
ives.  And  nobody  offers  a  wider  range 
computerized  printers  than  Mannesmann. 
St  but  not  least,  we  have  developed 
e  world's  highest  performance  premium 
sing  connection  for  severe  oil  and  gas  well 
plications  -"HPC. 


free  full-color  brochure 

nnesmann  in  the  U.S.A." 

1-800-356-9235 

>ide  the  New  York  area. 

ew  Yor1(  dial 

!)  826-0040. 


In  the  U.S.A.,  Mannesmann 
companies  are  leading  suppliers 
of  technology,  products  and 
services,  dedicated  to  research 
and  development,  manufacturing 
and  marketing  throughout  the 
country.  No  matter  where  the 
customer  -  in  Pennsylvania, 
Texas  or  California  - 
Mannesmann  has  solid 
engineering  background 
to  serve  the  client's  needs  with 
integrated  industrial 
know-how. 

mannesmann  technology  nRw 


Lawrence  W.  UeLong 
Vice  President 
and  (lencral  Manager 
Mannesmann  Demag  Corporation 
Material  Handling  Systems  Div. 

(irand  Rapids.  Ml. 


inesmann  Capital  Corporation.  450  Park  Avenue,  24th  Floor,  Ne*  Yorlt,  NY  10022.  Phone  (212)-826-0040  Mannesmann  Demag  Corporation.  Solon  OH.  Grand  RapiOs  Ml,  Bensenvilie  IL.  Parsippany  NJ,  Pittsburgh  PA 
!  Buschman  Company.  Cincinnati,  OH  The  Rexrott>  Corporation,  Bethlehem  PA.  Wooster  OH.  Pneumatics  Division.  Lexington  KY  Indramat  Division.  Wood  Dale  IL  Fichtei  &  Sachs  Industries,  Inc..  Colmar  PA 
t  Spring  Company,  Colmar  PA  Sachs  Automotive  Products  Company,  Westlake  OH  Sachs-Huret,  Inc.,  Deer  Park  NY  Sachs  Dolmar  Division.  Shreveport  LA  KTI  Kinetics  Technology  International  Corporation.  Monrovia  CA 
Applied  Automation  Inc.,  Banlesville  OK  Mannesmann  Tally  Corporation.  Kent  WA  Argo  Instruments,  Inc.,  Winchester  VA  Mannesmann  Pipe  &  Steel  Corporation.  Houston  Tx  Mannesmann  Oilfield  Tubulars  Corporation,  Houston  TX 
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These  days,  it  seems  like  you've  just  agreed  to  a 
budget  when  the  numbers  change  again -for  the  worse.  Increas- 
ingly, executives  feel  they  have  to  jump  through  smaller  hoops  and 
still  deliver  more. 

You  may  not  realize  that  sales  training  can  play 
a  vital  role  in  your  response  to  that  kind  of  pressure.  In  fact,  when 
you  link  training  to  company  goals,  you  can  get  productivity  in- 
creases you  never  thought  possible. 

We're  not  talking  about  training  as  a  short-term 
proposition  or  quick  fix.  We're  talking  about  training  as  a  powerful 
process  that's  relevant  to  your  business -and  that  has  pulled  real 
results  for  our  customers.  (Results  we'd  be  happy  to  share 
with  you. ) 

The  value  in  this  kind  of  training  is  that  it  enhances 
the  effect  of  all  the  other  marketing  tools  you  use.  It  can  dramati- 
cally improve  your  ability  to  achieve  your  goals,  like  maintaining 
accounts  more  profitably.  And  that  alone  makes  training  far  too 
important  to  cut,  or  delegate. 

So  look  before  you  leap.  Ask  your  training  manager 
how  you  can  u.se  training  more  strategically.  Or  call  us.  And  keep 
your  targets  within  reach. 


Learmng 

INTERNATIONAL 


1-800-842-0789  ext.  31 


'  A  Times  Mirror 
Company 


year.s.  When  the  Austro-Hungarian  Em 
pire  ruled  half  of  Europe,  Trieste  was  g 
kind  of  Mitteleuropa-sur-Mer — a  bus 
tling,  decadent  entrepot  where  Hungar 
ian  bankers,  Jewish  entrepreneurs,  anc 
Italian  manufacturers  came  together  tc 
do  business. 

As  any  proud  Triestine  will  tell  you 
the  city  was  rich  in  ideas  and  fantasy  as 
well  as  money.  The  novelist  Italo  Svevc 
held  court  here,  and  James  Joyce  camt 
to  write  part  of  his  masterpiece,  Ulysses. 
Rainer  Maria  Rilke,  one  of  the  century's 
greatest  German  poets,  penned  some  oj 
his  most  famous  verses  in  Trieste,  anc 


'Now/  says  Mayor  Richetti, 
'the  whole  economic  logic  of 
the  [Austro-Hungarian] 
Empire  is  coming  back. ' 


Franz  Kafka  worked  as  a  clerk  for 
local  insurer. 

When  the  Empire  collapsed  in  World 
War  I,  Trieste  became  part  of  Italy 
During  World  War  II,  Germany  took 
over  the  city  and  wiped  out  much  of  its 
large,  rich  Jewish  population.  The  end  ol 
the  war  brought  another  trauma:  The 
Iron  Curtain  that  fell  on  Europe  cut  Tri 
este  off  from  its  natural  markets  to  the 
east.  The  Yugoslav  border  runs  only 
four  miles  from  downtown. 

"Now,"  says  Mayor  Richetti,  "the 
whole  economic  logic  of  the  [Austra 
Hungarian]  Empire  is  coming  back."  He 
and  others  are  working  overtime  to  en- 
sure that  Trieste  is  ready  to  move  centei 
stage  as  the  Iron  Curtain  goes  up. 
SEA  LANES.  Geography  is  certainly  on  its 
side:  Trieste  is  the  port  closest  to  manj 
of  Centra!  Europe's  major  markets.  But 
laments  Michele  Zanetti,  who  runs  Tri 
este's  Port  Authority:  "A  big  part  ol 
European  trade  with  the  East  bloc  goes 
north  to  German  ports."  He  blames 
Bonn's  rail  subsidies  for  making  suet 
ports  as  Hamburg  and  Bremen  more  at- 
tractive to  East-West  shippers. 

But  that  could  change.  Already,  near 
ly  $600  million  is  being  spent  to  builc 
double  tracks  on  the  rail  line  to  Vienna 
by  1992.  And  the  Italians  are  completing 
a  stretch  of  highway  through  Yugosla 
via  that  will  shave  hours  off  the  route  tc 
the  Hungarian  border.  The  Triestines 
efforts  are  bearing  fruit:  Last  year,  So 
viet  Black  Sea  Shipping  Lines  decided  tc 
have  its  vessels  detour  for  a  stop  ir 
Trieste  on  their  long  run  ^o  the  Far 
East.  And  increasingly,  4>arter  trade  be 
tween  East  and  West  is  going  through 
Trieste.  Fewer  than  20%  of  the  goods 
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LETTI 


BTU-TIFUL 
HEAT  TREATING 


Innovations  in  gas-fired  heat  treating  yield 
major  cost  and  performance  benefits. 


High-temperature  furnace  makes  productivity  breakthrough. 

A  new  gas-fired  furnace  designed  for  operation  up  to  2050°F  offers 
heat  treaters  increased  productivity  and  greater  versatility.  The  furnace, 

marketed  by  Surface  Combustion  Inc., 
uses  radiant  tubes  designed  in  a  "W" 
configuration  and  fired  by  highly  efficient 
TwinBed"  burners  developed  by  North 
American  Manufacturing  Co.  Firing  alter- 
nately, the  burners  recover  waste  heat,  and 
the  total  system  provides  double  the  net  heat 
available  to  the  workload  and  double  the  output  of 


conventional  models. 


Adding  more  strength 
and  ductility  to  iron  castings. 

An  improved  austempering  process 
which  strengthens,  toughens  and 
improves  ductility  of  iron  castings 
is  now  undergoing  field  tests.  The 
process,  developed  at  Atmosphere 
Furnace  Co.,  couples  better  manufac- 
turing control  with  reduced  energy 
use  to  produce  a  higher  quality  prod- 
uct at  less  cost.  These  austempered 
parts  are  easier  to  machine,  and  test 
results  show  that  wear  resistance 
could  be  superior  to  that  of  oil- 
quenched  carbon  steel,  austempered 
carbon  steel  and  austempered  silicon 
steel. 


Gas  vacuum  furnace  promises  to  outperform  electric. 

High-tech  heat  treaters  will  soon  have  a  less  costly  alternative  to  electric 
vacuum  furnaces.  Now  entering  final  development,  a  new  gas-fired  vacuum 
furnace  is  being  tested  to  verity  its  low  operating  cost,  fast  heat  up  and  high 
productivity.  Product  quality  is  improved  by  more  uniform  heating,  without 

hot  spots,  and  emissions  are 
negligible. 

The  gas  furnace  performs 
ion  nitriding  to  super-harden 
metal  surfaces  which  previously 
required  a  more  expensive 
electric  furnace.  Abar  Ipsen 
Industries  plans  to  introduce  the 
gas  furnace  next  year. 

For  more  information,  write 
Mr  John  J.  Cuttica,  Vice  Presi- 
dent, End  Use  Research  and 
Development,  Gas  Research 
Institute,  Dept.  HTBW,  X60() 
West  Bryn  Mawr  Avenue, 
Chicago,  Illinois  60631.  Or  call 
your  local  gas  company  and  ask 
for  an  industrial  marketing 
representative. 


Gas.  America's  best  energy  value. 

'C' 1989  American  Gas  Association 


etter  From  Trieste 


now  arriving  in  the  city  are  destined  for 
the  Italian  market.  Instead,  Soviet  tank- 
ers might  off-load  crude  oil  in  Trieste 
destined  for  Czechoslovakia  to  be  ex- 
changed for  Austrian  machine  tools. 

Even  grander  things  are  in  store.  To 
start  with,  a  $250  million  project  backed 
by  Fiat,  insurer  Assicurazioni  Generali, 
and  the  Port  Authority  wants  to  create 
an  international  zone  for  offshore  bank- 
ing and  financial  services  on  60  acres  of 
the  old  port.  And  Banca  d'ltalia,  along 
with  private  Italian  and  Austrian  banks, 
is  considering  opening  what  would  be 
the  European  Communit>''s  first  foreign- 
exchange  market  for  nonconvertible 
East  bloc  currencies.  "This  is  part  of 
Trieste  finding  its  roots  as  the  port  of 
Mitteleuropa,"  says  Zanetti. 
CLAWING  BACK.  Trieste's  big  companies, 
many  of  which  began  life  in  Austro-Hun- 
garian  days,  are  looking  East  as  well. 
Generali,  Italy's  largest  insurer  and  one 
of  the  countr>''s  biggest  companies,  saw 
its  huge  Central  European  network  ex- 
propriated after  World  War  II,  wiping 
out  onethird  of  its  net  worth.  Now,  Gen- 
erali is  clawing  back  into  those  markets. 
Last  year,  it  teamed  up  with  Russian 
insurance  group  Ingostrakh  to  write  a 
policy  for  Soviet  satellite  launches.  And 


last  June,  Generali  became  the  first  pri- 
vate insurance  company  to  set  up  shop 
in  the  East  bloc  when  it  launched  a  joint 
venture  in  Budapest.  "People  in  the  East 
remember  who  w6  are,"  says  Dario 
Escher,  Generali's  research  head  and  a 
Triestine  whose  ancestors  came  from 
Hapsburg  Bohemia. 

Some  Triestines  think  the  citj*  should 
be  concentrating  on  high-tech  research 


Triestines  plan  a  zone  for 
international  offshore  banking 
and  a  new  foreign-exchange 
market  for  East  bloc  currency 


and  development  rather  than  pursuing 
Eastern  markets — the  city  already  hosts 
the  U.  N.-sponsored  International  Center 
for  Theoretical  Physics.  "Science  is  the 
future  of  this  city,"  says  Abdus  Salam, 
the  Center's  Pakistani  director,  a  Trieste 
resident  since  1962.  "I  don't  see  the  al- 
ternative," he  adds.  Salam  won  the  No- 
bel prize  for  physics  in  1979. 
Riccardo  Illy,  commercial  manager  of 


family-owned  coffee  company  Illycaff^ 
agrees.  He  thinks  too  many  Triestine| 
dream  of  restoring  a  fabled,  golden  paa 
and  that  the  hope  of  resurrecting  Mitte\ 
europa  is  an  illusion.  "The  simple  fact  i 
that  the  Austro-Hungarian  Empire  isnl 
coming  back,"  says  Illy,  whose  grandfa 
ther,  once  a  Hungarian  soldier,  foundej 
the  concern  in  1933. 

But  the  longing  for  a  Europe  withou) 
barriers  and  divisions  runs  deep  here 
where  locals  beat  the  summer  heat  bi 
quaffing  beer  in  Viennesestjie  cafes- 
much  as  they  did  when  the  Hapsburgj 
ruled.  They  know  that  things  aren"! 
about  to  change  overnight.  But  man] 
Triestines  say  they  can  already  see  th] 
outlines  of  a  new,  extended  Europe  tha 
includes  Poland,  Hungary,  Yugoslavia] 
and  points  farther  east. 

Even  skeptics  don't  say  that  thingJ 
will  never  change.  It's  a  question  ol 
when:  "Sure,  these  countries  in  the  Easj 
will  wake  up  one  day,"  Illy  says.  "BuJ 
how  long  will  it  take?  Ten  years?  Twerj 
ty  years?"  For  many  Triestines  whj 
have  watched  their  city  slumber  for  7j 
years,  that's  not  too  long  a  wait. 

BY  JOHN  ROSSANl 
Rome  Bureau  Manager  Rossant  says  tk\ 
beer  is  better  in  Trieste. 


i 


I  Sizing  Up 

the  Earth 
in200B.C 

Eratosthenes,  director  of  the 
great  library  at  Alexandria  in 
EGYPT,  believed  the  earth  to  be 
round.  So  he  decided  to  do  what 
no  one  had  ever  done— measure 
it.  With  a  Simple  measurement  of 
the  sun's  shadow  in  two 
places,  he  was  able  to 
calculate  the  earth's 
circumference  fairly 
accurately. 


PIONEERS  IN  MEASUREMENT  ' 


/Inritsu 


2000 A.D. 

Today,  Anritsu  pioneers  m 
communications  measure- 
ment. Long  a  leader  in  the 
most  advanced  techniques, 
Anritsu  continues  to  reach 
new  levels  of  accuracy. 
Tomorrow's  systems  will  require 
the  highest  possible  precision.  That's  why 
communications  equipment  manufactur- 
ers and  carriers  around  the  world  turn  to 
Anritsu  for  the  most  reliable  measuring 
and  test  equipment. 


ANRITSU  CORPORATION    10-27  Minamiazabu  5-cfiome,  Minato-ku.  Tokyo  106,  Japan    Phone:  Tokyo  03-446-1111,  Telex:  0-242-2353  ANRITU  J 


I. 
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In  Slater,  Missouri,one  business's  property  insurart 
protects  more  than  p 


As  a  leading  supplier  of  accessories  and  replacement  parts  for  tlie  air  pollution  control  industry,  BHA  Group  Inc.  em- 
oys  roughly  one  in  ten  residents  of  Slater,  Missouri.  Here,  if  a  fire  shuts  down  the  plant,  it  could  shut  down  the  town. 

"We  have  just  one  U.S.  manufacturing  facility,  and  we  put  S40  million  of  our  products  through  that  plant.  If  something 
ippens  to  it,  we'd  be  a  long  time  recovering,"  says  James  King,  Treasurer  of  BHA  Group,  Inc.  "It  would  be  disastrous  for 
)  and  for  Slater." 

With  Wausau's  help,  BHA  and  Slater  joined  forces  in  building  a  reservoir  and  a  1000-gallon-per-minute  water  pump, 
ow,  the  company  has  lower  insurance  rates  with  its  Highly  Protected  Risk  (HPR) 
isignation,  and  the  risk  of  the  town  losing  its  biggest  employer  is  reduced. 

And  that's  why  companies  who  want  to  do  everything  they  can  to  pro- 
ct  against  hazards  like  fire,  should  start  by  coming  to  Wausau. 


ausau  Insurance  Companies,  2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Telephone  (715)  845-5211  A  Member  of  the  Nationwide®  Group. 
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We  Mak( 
It  Easier  fo:| 
Information  t« 
Get  Through 


Networks  have  always  been  complicated;  rjjbs:. 

they're  cluttered,  too.  For  most  companies,  itj^l 

constant  challenge  to  keep  the  information  flowj 

without  losing  management  control.  At  Syste^ 

i 

Center,  we  specialize  in  helping  comparj 
meet  this  challenge— avoiding  logjali 
while  maximizing  the  value  of  informati 
resources.  Our  efforts  seem  to  be  work:|i 
we're  installed  in  47  of  the  Fortune! 
and  our  net  revenue  growth  has  avera? 
83%  annually  throughout  the  19^*: 
For  information  on  our  compif 
or  our  products,  write  or 
Systems  Center,  1 
1800  Alexander  Bell  Dil 
Reston,  Virginia  22i>j 


(703)264-8(« 
A  NYSE  Compr 
(symbol:  SIVJ 


I 


FORMERLY  VM  SOFTWARl, 


VM  SOFTWARE  PRODUCTS  ■  NETWORK  DATAMOVER  PRODUCTS  ■  RELATIONAL  DATABASE  PRODUCTS  ■  NETWORK  ADMINISTRATION  PRODI 
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THE 


MANILA 


PENINSUL  A 


The  one  hotel  at  the  very  centre  of  Manila's  blossoming  business  district.  With  enough  sparkle 
to  be  the  most  jx)pular  meeting  place  and  the  most  prestigious  place  to  do  business. 


The  AAonilo  Penhsuto 


„  THt 

Peninsula 

GROUP 


Preferred  I  fotels  Worldwide  ToUfree  (800)  323  7500       Steigenberger  Reser\'ation  Ser\ice  ToUfree  (800)  223  5652 


If 
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Change  Of 
Incredible  Ffoportions 
ToOuteiDwA 

RdficBelltjentex 
Phone  System. 


When  giants  of  industry 
require  a  telephone  system 
that  can  grow  and  change 
along  with  their  growing 
needs,  they  know  exactly 
which  system  to  use. 

They  use  the  Centrex 
system  from  Pacitic  Bell. 


Because  the  simple  fact 
is,  no  company  has  ever 
grown  too  big  for  Centrex. 

With  Centrex,  you're  not 
just  plugging  into  your  own 
limited  hardware. 

Instead,  youVe  plugging 
into  Pacific  Bells  central 


offices,  which  have  virtually 
unlimited  capacity. 

So  when  your  needs  gro\\ 
and  you  need  more  lines 
and  features,  simply  give  us 
a  call  and  well  make  themli[[ 
available. 

We  can  even  link  together 


A  PACIFIC  TELESIS  COMPANY  I  lllttm 


On 


c  1989  Pacific  Bell 
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ew  locations. 

Unlike  any  other  phone 
astern,  there's  no  switching 
quipment  to  buy.  There's 
othing  to  maintain.  And 
othing  to  outgrow. 

Now,  we  can  tell  you  how 
Du  never  pay  for  more  lines 


than  you're  actually  using. 
Or  about  the  amazing  relia- 
bility of  Centrex.  Or  about 
it's  flexibility  to  accommo- 
date changes  both  in  busi- 
iness  and  technology. 

But  that's  another  big 
story  altogether 


To  learn  more  about  Pacific 
Bell  Centrex,  call  your  Pacific 
Bell  Account  Executive  or  an 
Authorized  Sales  Represen- 
tative for  Pacific  Bell. 
Pacific  Bell  Centrex* 
Communications 
For  A  Changing  World, 


PACIFICgSBELL 
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How  important  is  your  business 
to  your  business  bank? 


Your  company,  regardless  of  its 
size,  merits  individual  attention 
from  your  bank. 

After  all,  yoi&e  the  customer. 

The  business  >anking  officers 
at  First  Interstate  Bank  of 
California  recogn.  o  the  unique 
nature  of  your  busmc  ss.  And 
know  how  to  devise  innovative 
solutions  for  your  financial  needs. 


And  have  the  authority  to  act 
quickly  on  requests. 

In  addition,  you  can  call  on 
them  as  your  company  grows 
and  your  financial  needs  become 
more  complex.  Because  at  First 
Interstate,  you  have  access  to 
cash  management,  commercial 
real  estate  financing,  and  invest- 
ment and  trust  services. 


Don't  wait  around  for  the  service 
you  deserve.  Visit  your  nearest 
First  Interstate  office. 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  you? 


Member  FDIC 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  SLEIGH  RIDE  SHOULD  LAST 
LEAR  THROUGH  CHRISTMAS 


rhroughout  this  81-month  expansion,  America's  la- 
bor markets  have  been  one  of  the  best  indicators 
of  the  economy's  performance.  Right  now,  the 
aithy  pace  of  job  growth  is  telHng  us  that  the  business 
swing  should  easily  reach  its  seventh  birthday  in  No- 
Tiber — and  sail  on  into  1990.  Job  gains  are  generating 
ome  that  will  keep  consumers  spending  in  the  second 
If.  And  the  rest  of  the  economy  will  follow  along. 
Phe  problem  area  is  manufacturing:  It's  stuck  in  the 
id.  Factory  orders  and  output  have  slowed  to  a  crawl, 
entories  have  backed  up,  and  employment  is  stagnant, 
ports  remain  strong.  But  even  there,  the  dollar's  re- 
eved strength  is  already  slowing  the  pace  of  foreign 
■nand.  However,  consumers  are  coming  to  the  rescue, 
ey  were  largely  responsible  for  manufacturing's  slow- 
mi,  and  they  will  help  get  things  moving  again. 

Consumers  had  a  host  of 
problems  in  the  first  half  that 
are  now  turning  around.  The 
Federal  Reserve's  tight  grip  on 
credit  pushed  up  interest  rates 
sharply,  hammering  demand  for 
housing,  autos,  and  other  big- 
ticket  items.  The  spring  surge 
in  energy  prices  also  stymied 
consumers,  as  did  unusually 
stiff  tax  payments  in  April, 
which  resulted  in  virtually  no 


IRCHASERS'  INDEX 
FUMBLES  AGAIN 


companies 
keporung  improvemeht 


AUG. '89 


AUG. '88 
PERCENT 

DATA:  NATIONAl  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


)wth  in  real  aftertax  income  last  quarter. 
Slow,  the  Fed  has  nudged  interest  rates  lower,  energy 
ces  are  falling,  the  tax  season  is  over,  and  disposable 
ome  is  growing  again,  thanks  to  continued  employ- 
nt  growth.  These  favorable  fundamentals  should 
.ke  retailers  happy  in  coming  months,  and  manufac- 
•ers,  too,  may  smile  a  little  more. 


NTO 
HAPE 


VRESTLING  The  problem  is,  manufacturing  is  mired 
TOCKPILES  pretty  deep.  That's  evident  in  the  August 
report  from  the  National  Association  of 
Purchasing  Management.  The  NAPM  in- 
c  of  business  activity  fell  for  the  fourth  month  in  a 
V,  to  45.2%  (chart).  The  index  comprises  orders,  pro- 
:tion,  employment,  inventories,  delivery  times,  and 
ces,  and  it's  weighted  toward  the  factory  sector. 
Phat  reading  is  not  only  lower  than  it  was  in  mid-1985, 
the  start  of  manufacturing's  last  bout  of  sluggish- 
;s,  it's  the  lowest  since  the  economy  began  crawling 
t  of  recession  in  late  1982.  One  reason  for  the  weak- 
5s:  The  factory  sector  is  going  through  an  inventory 
Tection — an  attempt  to  reduce  excessive  stockpiles. 


The  latest  government  data  show  that  inventories  in 
manufacturing  rose  a  sharp  1.1%'  in  July,  to  $370.4  bil- 
lion. The  increase  was  broad  and  the  largest  in  more 
than  five  years.  At  the  same  time,  factory  shipments  fell 
1.9%,  to  $226.9  billion. 

As  a  result,  the  ratio  of  inventories  to  sales  jumped  to 
1.63  in  July.  That  represents  the  number  of  months 
required  to  liquidate  existing  stockpiles,  and  it's  the 
highest  since  January,  1987.  Wrestling  inventories  into 
shape  will  keep  the  factory  sector  sluggish  a  while  long- 
er, but  second-half  gains  in  consumer  spending  should 
help  ease  the  problem. 

Meantime,  the  economy  gets  a  benefit  from  this  grow- 
ing slack  in  industrial  markets:  There's  less  inflationary 
pressure,  at  least  in  the  goods-producing  sector.  The 
NAPM  said  that  vendor  deliveries  were  faster  for  the 
fourth  consecutive  month  in  August,  reflecting  signifi- 
cant easing  in  the  demand  for  materials.  The  purchasers 
also  reported  a  third  consecutive  decline  in  prices,  push- 
ing the  NAPM  price  index  to  its  lowest  since  April,  1986. 

Weakness  in  manufacturing 
has  been  primarily  responsible 
for  the  tepidity  of  the  govern- 
ment's index  of  leading  indica- 
tors, designed  to  foreshadow 
the  economy's  path.  It  relies 
heavily  on  data  from  the  fac- 
tory sector.  The  index  rose  a 
slim  0.2%  in  July,  after  no 
change  in  June.  But  it  is  still 
IA%  below  the  peak  for  this  ex- 
pansion, hit  in  January,  1989. 


PHONE  STRIKE  PUTS 
JOBS  ON  HOLD 


STRIKING  COMMUNICATIONS  WORKERS 


300 


DATA:1AB0R0EPT,BW 


Manufacturing  indicators  led  the  weakness  in  July: 
Factory  orders  for  consumer  goods,  the  manufacturing 
workweek,  delivery  times,  materials  prices,  and  unfilled 
factory  orders  all  held  back  the  index,  in  addition  to  new 
building  permits  and  claims  for  jobless  benefits.  As  a 
result,  the  leading  indicators  have  largely  exaggerated 
the  economy's  vulnerability  to  recession.  Other  sectors, 
particularly  services,  remain  strong. 

WHArS        The  economy's  broader  strength  shows 
SKEWING       up  in  the  latest  employment  numbers. 
THE  JOB        Nonfarm  payrolls  increased  by  110,000  in 
NUMBERS      August,  to  108.9  million.  However,  if  the 
136,000  workers  who  were  on  strike  at  the  regional  Baby 
Bell  phone  companies  are  added  back  in,  the  month's 
gain  would  have  been  246,000  (chart).  Even  with  the 
phone  strike,  employment  has  posted  an  average  month- 
ly gain  of  226,000  workers  so  far  this  year,  compared 
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with  last  year's  booming  pace  of  275,000  per  month. 

Other  one-time  factors  also  distorted  August  job 
growth.  Some  20,000  miners  and  8,000  grocery-store  em- 
ployees ended  their  strikes  and  went  back  to  work.  In 
addition,  returning  schoolteachers  contributed  to  the 
large  37,000-worker  boost  in  local  government  payrolls. 

Slightly  more  than  half  of  the  phone  workers  were 
back  on  the  job  in  September.  So  this  month's  payroll 
numbers  should  look  especially  strong  at  first  glance. 
And  chances  are  that  the  August  data  will  be  revised 
higher  because  the  Labor  Dept.  continues  to  make  up- 
ward adjustments  to  previous  months'  numbers. 

Even  with  upward  revisions  to  recent  data,  job  growth 
has  been  slowing  during  the  year,  reflecting  the  general 
economy.  After  adjusting  for  strikes,  payrolls  have  risen 
by  about  200,000  per  month  so  far  this  quarter.  That's  a 
drop  from  the  240,000  average  in  the  second  quarter, 
which  was  down  from  the  264,000  pace  in  the  first. 

SERVICE  Hiring  has  been  especially  soft  in  manu- 
WORKERS  facturing,  because  earlier  Fed  tightening 
ARE  IN  hit  domestic  spending  for  goods  a  lot 

DEMAND  harder  than  spending  for  services.  Fac- 
tory employment  rose  by  just  11,000  in  August,  even 
though  auto  makers  hired  25,000  workers  as  Detroit 
geared  up  for  its  1990  models. 

But  even  with  that  gain,  factory  jobs  remain  below  the 
expansion  peak  of  19.7  million  reached  in  March.  Makers 
of  durable  goods,  especially  electrical  equipment  and 
fabricated  metals,  have  shed  thousands  of  workers. 

The  factory  workweek  in  August  fell  to  40.9  hours 
from  41  hours  in  each  of  the  previous  three  months,  with 
overtime  shrinking  to  3.8  hours  in  August  from  3.9 
hours  in  July.  Shorter  hours  and  the  slim  job  gain  mean 
factory  output  last  month  remained  sluggish,  on  a  par 
with  its  performance  in  the  previous  two  months. 

On  the  service  side  of  the  economy,  where  demand  is 
still  robust,  companies  continued  to  add  workers.  Exclud- 


ing the  effects  of  strikes,  service  payrolls  increased  b; 
197,000  in  August.  The  finance  sector  added  85,000  nev 
jobs,  while  health  services  hired  an  additional  48,00< 
employees.  And  business  services'  payrolls  increased  b; 
19,000  in  August,  reversing  a  17,000  drop  in  July. 


LABOR 
MARKETS 
HOLD 
FIRM 


Nonfarm  wages  did  fall  in  August  b 
0.1%,  to  $9.69  an  hour.  But  that  dro 
hardly  cut  into  the  0.8%  jump  wages  tool ' 
in  July.  In  fact,  the  August  decline  ma; 
reflect  problems  in  seasonal  adjustments,  since  the  de 
crease  was  concentrated  in  the  strong  service  sector. 

Hourly  pay  in  manufacturing,  however,  rose  0.4%  ii 
August,  the  same  as  July's  pace.  Factory  earnings  hav 
been  growing  at  a  healthy  clip — up  3.1%  from  a  yea 
ago — despite  the  slowdown  in  output  and  jobs  (chart) 

Although  factory  wages  are 
growing  more  slowly  than  ser- 
vice earnings,  which  have  risen 
by  about  5%  since  August,  1988, 
the  most  recent  gains  in  manu- 
facturing pay  are  in  sharp  con- 
trast to  1986,  the  last  time  man- 
ufacturing slumped  and  put  a 
drag  on  the  economy.  Back 
then,  factory  wages  edged  up 
only  1%  for  the  year. 
The  difference  this  time 
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that  labor  markets,  in  general,  are  tight.  In  August,  th^ 
civilian  unemployment  rate  remained  unchanged,  at  ; 
low  5.2%.  Joblessness  in  the  service  sector  was  4.9%,  am 
the  unemployment  rates  for  skilled  workers,  such  a 
mechanics  and  technical  personnel,  were  running  belo'v 
3%.  In  addition,  record  numbers  of  adults  now  hold  job: 
Amid  firm  labor  markets,  consumers  aren't  likely  t 
retrench  in  a  way  that  would  harm  the  economy.  On  th 
contrary,  as  consumers  gear  up  for  the  holiday-buyinj 
season,  manufacturers  will  probably  gear  up  with  therr 


RETAIL  SALES 


Thursday,  Sept.  U,  8:30  a.m. 
Retail  .sales  probably  increased  by  a 
strong  1 7'  in  August,  after  rising  0.9%  in 
i  i',/  As  in  July,  a  large  gain  in  car  sales 
£6  tf,c  August  advance.  Apparel  pur- 
^'nsf^i-:,  also  rose  as  households  prepared 
fof  ihe  new  school  year. 

MERCHANDISE  TRADE  DEFICIT  

Friday,  Sept.  15,  8:30  a.m. 
The  consensus  is  that  the  foreign  trade 
de.Hcit  widened  in  July,  to  about  $9  bil- 
liori  i'nports  probably  increased  as  high- 
er on  nports  more  than  offset  declines 
in  othe;  foreign  goods.  In  June,  imports 
dropped  .,  6%.  Exports,  which  rose  1.5% 
in  June,  probably  increased  slightly  in 


July.  The  June  merchandise  trade  gap 
was  $8.2  billion. 

PRODUCER  PRICE  INDEX  

Friday,  Sept.  15,  8:30  a.m. 
Most  economists  expect  that  producer 
prices  for  finished  goods  dropped  by 
0.4%  in  August,  the  same  decline  as  in 
July.  The  latest  fall  is  suggested  by  low- 
er energy'  and  food  prices. 

INDUSTRIAL  PRODUCTION  

Friday,  Sept.  15,  9:15  a.m. 
Output  at  the  nation's  factories,  mines, 
and  utilities  likely  rose  a  small  0.2%  in 
August,  the  same  gain  as  in  July.  That's 
indicated  by  the  slim  increase  in  factorj' 
jobs  and  a  shorter  workweek.  But  auto 
production  probably  increased  strongly. 


CAPACITY  UTILIZATION 


Friday,  Sept.  15,  9:15  a.m. 
The  modest  gain  in  output  means  tha 
the  industrial  operating  rate  was  prob 
bly  unchanged  in  August  from  July' 
83.6%. 

BUSINESS  INVENTORIES 


Friday,  Sept.  15,  10  a.  m. 
Inventories  at  factories,  wholesalers 
and  retailers  likely  jumped  by  0.9% 
July,  after  rising  just  0.4%;  in  June.  Mar 
ufacturers  already  have  reported  a  1.1' 
rise  in  their  stockpiles.  Business  sale 
probably  fell  by  0.8%  in  July,  after  dro{ 
ping  0.3%  in  June.  That's  suggested  b 
the  sharp  decline  in  factory  shipments  i 
July. 
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STICKS  NIX 


fICK  PIX 


NOT  INTERESTED 
IN  FARM  DRAMA 


if.'j  nr..i  r-U!U  p  in.. 


We  speak 
your  language. 


Every  industry  has  a  language 
ill  its  own.  And  every  CEO  knows 
he  value  of  a  banker  who  doesn't 
lave  to  be  educated  from  ground 
:ero. 

At  Chemical,  our  knowledge 
lelped  us  spot  opportunities  and 
nade  us  a  leading  player  in  one  of 
\mericas  most  dynamic  industries. 

When  a  major  motion  picture 
:ompany  wanted  to  explore  new 
sources  of  financing,  Chemical 
lelped  create  an  innovative  private 
)lacement  backed  by  a  database 


which  gave  institutional  investors 
new  insight  into  industry  perform- 
ance. 

Our  experience  also  enabled  us 
to  move  quickly  when  TVS  Enter- 
tainment pic  acquired  Mary 
Tyler  Moore's  MTM  Entertainment 
Inc.  In  this  instance,  we  syndi- 
cated and  closed  the  $210  million 
transaction  within  four  weeks. 

And  in  an  industry  where 
you're  only  as  good  as  your  last 
performance,  we  played  a  leading 
role  in  financing  three  of  this  year's 


Oscar-nominated  films. 

Of  course,  they  don't  award 
Oscars  for  best  supporting  per- 
formance by  a  bank.  But  that's  how 
we  try  to  treat  clients  in  all  the 
industries  we  serve .  Industries  like 
retailing,  natural  resources,  and 
high  technology 

For  Chemical,  the  bottom  line 
is  knowing  your  business  well 
enough  to  make  a  difference. 

CkmicalBaink 

The  bottom  line  is  exceliencef 


Chemical  Banking  Corporation  is  the  holding  company  for  Chemical  Bank.  Chemical  Bank  New  Jersey,  and  Texas  Commerce  Bancshares.  Member  FDIC  "H  1989  Chemical  Banking  Corporation. 
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OFF  WE  GO  INTO  THE 
HAZY  BLUE  YONDER 

JUST  HOW  WILL  TODAY'S  BUYOUT  BOOM  SHAPE  THE  AIRLINES  OF  TOMORROW? 
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As  airline  shares  score  spectacular 
gains,  it's  hard  to  believe  that 
these  stocks  were  once  second- 
class  investments.  Sure,  United  Airlines 
Inc.  and  its  brethren  did  well  when  the 
business  cycle  turned  up.  But  fare  wars, 
fuel  prices,  and  labor  strife  made  earn- 
ings so  volatile  that  airlines  were  hardly 
blue-chip. 

Now,  plenty  of  analysts,  investment 
bankers,  and  industry  executives  have 
taken  another  look  at  the  most  powerful 
U.  S.  carriers,  and  they  like  what  they 
see.  As  Colin  Marshall,  chief  executive 
officer  of  British  Airways  PLC,  puts  it: 
"Airlines  are  a  strong  cash-flow  busi- 
ness. We're  seeing  another  phase  in  the 
post-deregulation  era."  Add  other 
factors — the  desire  of  some  unions 
to  go  along  with  the  buyouts  and 
the  eagerness  of  foreign  airlines 
such  as  British  Airways  to  join  in — 


ButWiuItFiy? 
Two  Views 


and  it's  easy  to  see  why  airline 
stocks  are  so  appealing. 

So  as  investors  charge  ahead,  the 
question  becomes:  Just  what  shape 
will  the  airline  industry  take  in  the 
next  five  years?  With  lots  of  critical  is- 
sues unresolved,  indeed,  unknowable, 
it's  easy  for  the  optimists  and  pessimists 
to  disagree  sharply  on  how  the  industry 
will  evolve  (tables).  Take  this  one  ques- 
tion: Will  Congress  and  federal  regula- 
tors, egged  on  by  a  public  worried  about 
air  safety  and  upset  by  higher  fares,  go 
on  a  binge  of  reregulation?  The  answer 
to  that  and  other  issues  will  determine 
whether  the  airline  business  in  the  mid- 
1990s  will  be  cruising  through  a  golden 
era  of  worker  ownership,  brilliant  global 
alliances,  and  liigher  profitability — or 
find  that  it  can't  possibly  hope  to  buy 
new  planes  to  compete  against  foreign 
rivals  while  paying  off  its  mammoth 
new  debt. 


The  skeptics  begin  their  case  by  ridi- 
culing the  fashionable  notion  that  air- 
lines are  too  savvy  and  entrenched  in 
their  markets  to  let  ruinous  new  fare 
wars  break  out.  "This  idea  that  all  the 
heavy  discounting  of  fares  is  going  to  go 
away — I  think  it's  crazy,"  says  John  Pin- 
cavage,  a  partner  in  Transportation 
Group  Ltd.,  a  New  York-based,  airline- 
investment  banking  firm.  Pincavage 
thinks  that  when  the  next  recession 
comes  along  and  passenger  traffic 
drops,  U.  S.  airlines,  even  the  heavily  le- 
veraged ones,  could  easily  repeat  the  er- 
rors of  the  past  and  start  cutting  fares 
to  stimulate  business.  Throw  in  some 
higher  costs  for  such  indispensable 


items  as  fuel,  and  it's  easy  to  picture  an 
industry  operating  on  thinner  margins 
just  when  it  needs  more  cash  to  service 
its  heavy  debt. 

BELT-TIGHTENING.  The  result:  The  big 
airlines  that  go  private — United,  North- 
west, and  possibly  American — won't 
have  the  extra  cash  to  develop  new  busi- 
ness, routes,  and  hubs  in  such  growing 
markets  as  East  Asia.  And  relations  be- 
tween management  and  labor  may  sour, 
as  the  companies  demand  further  con- 
cessions in  wages  and  work  rules  to  cut 
costs.  In  the  worst-case  scenario,  even 
the  worker-owners  at  United  wind  up 
quarreling  over  belt-tightening  mea- 
sures with  the  airline's  management, 
which  would  have  been  driven  by  raider 


Marvin  Davis  into  a  pilot-led  buyout 
originally  didn't  want  (page  28). 

All  this  could  leave  the  airlines,  d 
spite  their  many  promises  to  the  co: 
trary,  unable  to  expand  and  replace  the 
fleet  with  new  planes.  First,  a  serioi 
drop  in  traffic  could  produce  a  worl 
wide  surplus  of  planes,  lowering  tl 
price  of  the  used  and  new  aircraft  th: 


iewiiie 
r.:eni: 


nonairline  investors  are  currently  so  h< 
to  buy.  With  the  market  for  aircra 
soft,  the  airlines  would  find  it  tougher 
raise  cash  by  selling  planes  and  leasir 
them  back. 

Then  the  airlines  could  turn  arour 
and  hurt  airplane  makers  by  cancelin 
or  delaying  orders.  "If  you  have  a  rece 
sion,  the  airlines'  capital  could  be 
thinly  stretched  that  they  delay  delive 
ies,"  says  Marc  P.  Desautels,  executi\ 
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^-president  at  Polaris  Aircraft  Leas- 
Corp.  The  airlines  could  also  shrink 
ir  fleets  and  decide  not  to  renew  op- 
ting leases  with  such  companies  as 
I  Group  Ltd.  and  International  Lease 
ance  Corp.  That  would  deepei)  the 
ery  of  an  airplane  glut  even  more, 
'his  gloomy  scenario  could  end  in  two 
fs.  Says  one  airline  chief  executive: 
le  whole  industry  could  look  like  Tex- 
Air,"  the  owner  of  Continental  and 
item  airlines.  In  other  words,  high 
t,  aging  fleets,  and  labor  problems 
Id  be  the  order  of  the  day,  while  for- 
1  airlines  with  less  debt  and  plenty  of 
li  would  remain  free  to  buy  new 
ebodies  and  grab  more  market  share 
international  routes  from  weakened 
5.  competitors. 

hen  again,  some  carriers  might  end 


in  even  worse  shape.  Michael  E.  Le- 
;,  dean  of  the  Yale  School  of  Manage- 
it  and  a  former  Texas  Air  Corp.  offi- 
,  worries  that  if  one  or  more  of  the 
ily  leveraged  airlines  founder,  the 
ernment  will  intervene  to  shore  them 
-at  taxpayers'  expense.  Then,  "it's 
public  that  carries  the  risk,"  says 
ine.  Such  government  intervention 


lid  be  a  major  defeat  for  the  airlines' 
m  that  they  can  operate  under  heavy 
!rage  in  a  free  market, 
hat's  the  worst  case.  Optimists  take 
same  issues  that  the  pessimists  dis- 
s  and  come  up  with  a  considerably 


rosier  picture.  "Privatization  will  force 
managements  to  be  more  efficient,  more 
profit-oriented,"  says  David  Treitel,  se- 
nior vice-president  of  Simat,  Helliesen  & 
Eichner,  a  New  York-based  airline  con- 
sulting firm. 

As  Treitel  sketches  the  future,  the 
heavy  indebtedness  will  give  airlines  ev- 
ery incentive  to  keep  fares  high.  Mean- 
time, continued  congestion  in  the  air- 
ports and  skies  of  Europe,  Asia,  and  the 
U.  S.  will  keep  new  competitors  out,  and 
bargain  fares  will  get  scarcer.  And  with 
passenger  traffic  expected  to  increase 


enough  cash  to  pay  off  debts.-  They 
could  also  afford  new  planes,  which  out- 
side investors  would  be  willing  to  buy 
and  lease  back.  Operating  lease  special- 
ists such  as  GPA  and  ILFC,  which  have 
placed  big  plane  orders  in  anticipation  of 
higher  demand,  would  also  prosper. 
ONLY  THE  STRONG.  As  U.S.  carriers  con- 
tinue to  thrive,  international  alliances 
and  investments  by  foreign  carriers 
would  create  airlines  that  are,  de  facto, 
global  companies.  "It's  a  mirror  image 
of  what  happened  in  the  U.  S.  with  de- 
regulation," says  Ken  J.  Holden,  GPa's 


THE  Optimists 


►  BETTER  MANAGEMENT  Airlines  that  go 
private  cut  costs  more  effectively. 
With  a  stake  in  the  enterprise,  manag- 
ers work  more  productively 

►  BETTER  SERVICE  Marketing  alliances 
and  cross-ownership  provide  global 
networks  of  coordinated  flights 

►  BETTER  PLANES  As  traffic  booms, 
used-plane  prices  climb  steadily,  and 
airlines  easily  finance  the  cost  of  new, 
more  efficient  fleets 


about  5%  annually,  the  airlines  will  find 
themselves  with  a  product  in  growing 
demand  but  limited  supply. 

What  role  the  unions  play  in  this  best 
of  all  possible  worlds  is  unclear.  Bruce 
Simon,  a  lawyer  working  for  the  Air 
Line  Pilots  Assn.,  thinks  that  the  pro- 
posed employee  buyout  at  United  would 
probably  not  be  duplicated  at  Delta  Air 
Lines  Inc.  and  USAir,  which  have  con- 
structed antitakeover  defenses.  But  for 
Simon  and  other  advisers  to  United's 
ALPA  group,  the  buyout,  coupled  with 
the  tax  advantages  of  an  Employee 
Stock  Ownership  Plan  and  the  pilots' 
willingness  to  make  wage  concessions, 
will  guarantee  the  success  of  a  United 
buyout,  even  in  a  recession. 

If  fares  remain  high  and  unions  be- 
come more  cooperative,  the  leveraged 
airlines  would  easily  be  able  to  generate 


senior  vice-president  for  planning.  He 
sees  governments  privatizing  airlines 
and  loosening  restrictions  until  only  the 
strongest  and  best  airlines  survive  to 
dominate  world  traffic.  It  won't  be  just 
the  foreign  lines  that  buy  into  U.  S.  car- 
riers: The  U.  S.  will  succeed  in  pressing 
other  countries  to  let  its  airlines  invest 
abroad. 

If  that  sounds  too  good  to  be  true,  it 
probably  is.  But  even  if  the  pessimists 
are  right,  it  is  also  unlikely  that  all  the 
major  U.  S.  airlines  will  drive  themselves 
to  ruin.  What  investors  should  look  for 
are  managers  nimble  enough  to  cope 
with  the  dangers  of  all  this  new 
leverage. 

By  Christopher  Power  in  New  York,  with  Mark 
Maremont  in  London,  Seth  Payne  in  Wwihing- 
ton.  Todd  Vogel  in  Stamford,  Conn.,  Aaron 
Bernstein  in  New  York,  and  bureau  reports 


THE  PESSIMISTS 

►  TOO  MUCH  DEBT  Burdened  with  bil- 
lions in  takeover-related  debt,  the  ma- 
jor U.S.  carriers  curtail  their  fleet  re- 
placements and  resort  to  fare  wars 

►  TOO  MUCH  GOVERNMENT  The  federal 
government  reregulates  heavily, 
sharply  driving  up  costs  for  the  indus- 
try and  hurting  the  consumer 

►  TOO  MANY  PLANES  As  air  manufactur- 
ers crank  out  planes  and  recession 
creates  excess  capacity,  the  values  of 
used  and  new  aircraft  plunge 
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UNITED:  WHY  LABOR  NEEDS 
SOME  PARACHUTES  ON  BOARD 


With  above-average  costs,  buyout  debt  will  be  a  heavy  drag 


Once  upon  a  time,  there  was  an 
airline  called  United  and  labor- 
management  relations  were 
very,  very  bad.  So  one  day  in  1987,  the 
airline's  pilots  bid  for  the  carrier,  put- 
ting the  nation's  largest  airline  into  play. 
Although  the  buyout  attempt  didn't 
work,  it  sparked  a  boardroom  coup  that 
toppled  the  carrier's  chief  executive, 
Richard  J.  Ferris.  Two  years  later,  to 
fend  off  a  $5.9  billion  bid  from  raider 
Marvin  Davis,  the  pilots  struck  an  un- 
easy alliance  with  new  CEO  Stephen  M. 
Wolf  to  buy  the  airline  for  $6.5  billion. 
And  so,  safe  from  the  number-crunching 
raiders  in  the  land  of  Wall  Street,  they 
all  lived  happily  ever  aft .... 

Not  so  fast.  The  ending  to  this  tale 
still  isn't  complete.  Although  Wall  Street 
arbitrageurs  are  ecstatic  over  the  latest, 
$300-a-share  bid  for  the  carrier,  the  de- 
nouement could  be  anything  but  happy 
for  the  thousands  of  United  Airlines  Inc. 
employees  who  will  ultimately  shoulder 
the  $6.5  billion  tab  for  the  buyout. 

The  reason  for  such  uncertainty? 
Even  though  75%  ownership  would  shift 
to  members  of  the  Air  Line  Pilots  Assn. 
at  United,  10%  to  Wolf  and  other  manag- 
ers, and  15%'  to  British  Airways,  many 
of  the  same  problems  that  dogged  a  less 
leveraged  airline  will  remain.  The  new 
owners  would  inherit  United's  cost  dis- 
advantage against  its  major  competitor, 
American  Airlines  Inc.  (table).  Thanks  to 
more  efficient  aircraft  and  a  larger  num- 


BUYOUT  CO-PILOTS:  WOLF  AND  DUBINSKY 


ber  of  cheaper  employees  with  less  se- 
niority, American  enjoys  a  $600  million 
annual  edge.  Although  employee  conces- 
sions of  up  to  $400  million,  believed  to  be 
a  pivotal  part  of  the  pilots'  buyout  plan, 
will  go  a  long  way  to  bridge  the  gap, 
that  may  not  close  it. 
ASSET-HUNGRY.  The  group's  bid  comes 
just  as  the  carrier  has  embarked  on  a 
massive  capital  spending  program. 
Counting  options,  United  has  more  than 
$19  billion  in  Boeing  Co.  aircraft  on  or- 
der— with  another  purchase  for  long- 
range  wide  body  aircraft  still  to  come. 

Airline  watchers  say  the  alpa  group 
hopes  to  help  finance  that  shopping 
spree  and  repay  the  buyout  debt  by  sell- 
ing and  leasing  back  many  of  the  planes 
United  owns.  That  may  not  be  as  simple 
as  it  once  seemed.  Earlier  this  year, 


UNITED'S  COSTS: 
FLYING  HIGH 

Airline  operating  costs  first-half  1989 
Cents  per 
available  seat-mile* 


*Cosl  of  flying  one  seat  one  mile 
DATA;  COMPANY  REPORTS 
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United  held  title  to  about  80%  of  its  419 
plane  fleet — a  higher-than-average  num 
ber  that  attracted  asset-hungry  raiders 
But  in  the  second  quarter,  an  unnamec 
company  took  over  some  United  aircrafl 
as  payment  for  assuming  $535  million  ol 
its  yen-denominated  debt.  That  left  the 
airline  owning  about  69^,^  of  its  fleet. 

Moreover,  the  newborn  alliance  be^ 
tween  Wolf  and  alpa  has  yet  to  be  seri 
ously  tested.  Wolf  earned  his  nationa 
reputation  as  a  turnaround  doctor  large 
ly  on  the  basis  of  sharp  labor  cost-cut 
ting  at  Republic  Airlines  Inc.  and  Tigei  \ 
International  Inc.  But  savvy  scheduling 
and  equipment  changes  by  Wolf,  plu; 
the  recent  industrywide  boost  in  fares 
have  swollen  United's  per-mile  revenues 
sparing  its  employees  the  personal  pair 
of  Wolf's  scalpel.  In  fact,  United's  sala 
ry-related  costs  have  actually  increasec 
22%  faster  than  overall  operating  ex 
penses  in  the  first  half  of  1989. 

The  situation  could  change  at  a  highlj 
leveraged  United  if  the  economy  softens 
forcing  layoffs  or  further  wage  conces 
sions  from  the  employee-owners.  Sue! 
speculation  has  further  split  United's  al 
ready  fractious  labor  groups.  "Th< 
ALPA-management  proposal  is  basec 
upon  the  anticipated  record  profitabilitj 
of  the  past  year,  which  is  not  apt  to  bap^' 
sustainable  over  the  long  term,"  sayJl'' 
John  Peterpaul,  general  vice-president  o  "A 
the  International  Association  of  Machin 
ists  (lAM),  United's  largest  union.  Peter 
paul  argues  that  alpa's  offer  "far  ex 
ceeds  the  value  of  the  airline,"  which  h^'^  si 
puts  at  $195  to  $240  a  share. 
'CATCH-22.'  Such  worries  can't  be  dis 
missed  out  of  hand.  Under  a  provision  o: 
the  1AM  contract,  which  becomes  amend 
able  this  fall,  the  machinists  can  contin 
ue  their  current  contract  for  three  years  pa 
with  guaranteed  wage  increases  o;  Hi 
about  11%  if  control  of  United  changes 
hands.  F.  C.  Rick  Dubinsky,  union  chie: 
for  United's  pilots,  would  like  the  ma  ^li 
chinists,  who  are  paid  less  but  vastlj  a 
outnumber  ALPA,  to  help  share  the  cos 
of  the  buyout  through  an  employe^t^  Es 
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stock  ownership  plan  of  their  own. 

Still,  employees  may  have  little  choicA'tfro 
but  to  join  the  rich  bidding.  Says  Franl 
A.  Spencer,  professor  emeritus  at  North 
western  University's  Transportatioi 
Center:  "ALPA  is  in  a  catch-22  situation 
If  they  do  nothing,  they'll  get  swallowec 
by  Mr.  Davis  or  somebody  else.  But  i: 
they  buy  the  airline  to  preserve  thei) 
jobs,  they  in  effect  trade  positive,  defi 
nite  pay  scales  for  one  that  will  mak( 
[additional]  money  only  if  the  company  Sithk 
does."  Either  way,  life  for  United's  em 
ployees  will  probably  never  be  the  same 
Unlike  fairy  tales,  on  Wall  Street 
dreams  don't  always  come  true. 

By  James  E.  Ellis  in  Chicagi 
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IG  G  IS  GROWING  FAT 
N  OAT  CUISINE 


^alth  concerns  are  helping  General  Mills'  cereals  gain  on  Kellogg's 


P^eneral  Mills  Inc.  is  feeling  its 
IMoats — literally.  Propelled  by 
America's  ravenous  appetite  for 
,  bran  and  fortified  by  a  string  of  new 
iducts,  sales  and  earnings  for  the 
npany's  breakfast  cereals  are  soaring, 
re  significant  for  the  long  run,  an 
reasingly  aggressive  Big  G  is  wrest- 
market  share  from  the  king  of 
,dy-to-eat  cereals,  Kellogg  Co. 
Cellogg  isn't  used  to  playing  second 
lana  to  anyone.  It  has  dominated  the 
npetition  in  ready-to-eat  cereal  since 
K.  Kellogg  founded  the  company  in 
16.  But  while  Kellogg's  slice  of  the 
6  billion  market  based  on  revenues 
als  about  40%,  nearly  the  same  as  a 
;ade  ago.  Big  G's  share  has  risen 
adily  from  21%  in  1979  to  almost  27% 
ay.  Especially  impressive  are  recent 
ures  showing  General  Mills  taking 
ire  from  Kellogg — not  just  trouncing 
aker  rivals  such  as  Ralston-Purina, 
bisco,  and  General  Foods'  Post,  as  it 
;  done  in  the  past  (chart). 
'No  one  is  going  to  uncrown  Kel- 
g,"  says  John  M.  McMillin,  a  food 
ilyst  at  Prudential-Bache  Securities 
;.  "But  right  now  there's  no  question 
o's  winning  the  cereal  wars — it's  Gen- 
ii Mills." 

ALTH  KICK.  Much  of  Big  G's  success 
ms  from  oat  bran.  About  two  years 
3,  the  media  were  abuzz  with  reports 
it  eating  oat  bran  could  lower  blood 
)lesterol  and  reduce  the  risk  of  heart 
uble.  Because  40%  of  Big  G's  cereals, 


by  volume,  are  made  from  oats.  General 
Mills  benefited  more  than  Kellogg  from 
the  resulting  craze.  Cheerios  alone  has 
gained  a  stunning  3.1  percentage  points 
in  market  share  in  just  12  months,  from 
6.8%  to  9.9%.  Including  the  Honey  Nut 
and  new  Apple  Cinnamon  varieties,  oat- 
rich  Cheerios  is  now  the  most  popular 
cereal  in  America,  displacing  Kellogg's 
Frosted  Flakes. 

A  Kellogg  spokesman  says  Big  G  just 
got  lucky.  But  "they  leveraged  their 
luck,"  says  McMillin.  "Making  the  oats 
taste  good  isn't  luck."  General  Mills  ex- 
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ecutives  say  they  had  planned  a  big  mar- 
keting push  behind  such  cereals  as 
Cheerios  and  new  Total  Oatmeal  well 
before  oat  mania  and  thus  were  poised 
to  take  full  advantage.  They  spent  years 
getting  the  taste  of  Apple  Cinnamon 
Cheerios  exactly  right.  Kellogg,  with 
only  20%  of  its  cereals  made  with  oat 
bran,  has  been  slow  to  respond  to  the 
food  fad,  although  its  Common  Sense 
Oat  Bran  is  a  hit. 

General  Mills  is  putting  Kellogg  on 
the  defensive  on  a  number  of  fronts.  Big 
G's  Raisin  Nut  Bran,  Oatmeal  Raisin 
Crisp,  and  Total  Raisin  Bran  have  dealt 
a  heavy  blow  to  Kellogg's  Raisin  Bran, 
whose  sales  are  shrinking,  says  McMil- 
lin. And  Kellogg  looked  more  like  a  fol- 
lower than  an  industry  leader  on  Aug. 
30,  when  it  ballyhooed  its  new  Heartwise 
cereal,  made  from  an  exotic  grain  called 
psyllium,  hailed  as  a  cholesterol  reducer. 
General  Mills  introduced  its  own  psyl- 
lium-based  cereal.  Benefit,  last  spring. 

"General  Mills  is  proactive,  Kellogg  is 
reactive,"  says  the  chief  of  a  major  com- 
petitor of  both.  "I  consider  General  Mills 
the  greater  threat." 

FULL  BELLIES.  Don't  get  the  idea  that 
Kellogg  is  starving — the  breakfast  boom 
is  healthy  for  the  industry,  which  is  a 
near-oligopoly:  Revenues  from  ready-to- 
eat  cereal  are  growing  11%'  a  year,  price 
hikes  are  frequent,  and  gross  margins 
run  about  50%.  Kellogg  earned  $480.4 
million  on  $4.4  billion  in  revenues  last 
year. 

But  the  threat  from  a  more  competi- 
tive Big  G  is  serious  in  an  arena  where  a 
single  share  point  equals  $66  million  in 
revenues.  General  Mills  has  undergone  a 
massive  restructuring  since  1985  under 
Chief  Executive  H.  Brewster  Atwater 
Jr.  Once  a  messy  conglomerate  that  sold 
Izod  shirts  and  Lionel  trains  as  well  as 
food,  it  now  focuses  on  cereal,  Betty 
Crocker  foods,  and  the  Red  Lobster  and 
Olive  Garden  restaurant  chains.  All  are 
doing  well:  General  Mills  earned  $414.3 
million  on  $5.6  billion  in  sales  in  fiscal 
1989,  up  46%'  from  the  year  before,  with 
a  21%  return  on  capital.  Its  stock,  a  fa- 
vorite among  analysts  based  on  both 
fundamentals  and  takeover  potential, 
has  risen  33%  since  January. 

General  Mills  isn't  without  its  weak 
spots.  Its  restaurants  may  be  vulnerable 
to  a  recession.  Worse,  Big  G  only  now  is 
considering  a  major  expansion  into  the 
booming  overseas  market,  where  Kel- 
logg already  derives  36%  of  its  revenues. 
By  dallying.  General  Mills  may  have  al- 
ready locked  itself  out  of  such  lucrative 
markets  as  Britain  and  Australia  and 
left  itself  open  to  long-term  stagnation. 
On  that  count,  the  last  laugh  may  be 
Kellogg's.  But  within  the  friendly  con- 
fines of  North  America,  Big  G  is  pack- 
ing a  Cheerios-powered  wallop. 

By  Russell  Mitchell  in  Minneapolis 
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REGULATORS  I 


HOW  FAR  HAS  THE  CANCER 
SPREAD  AT  THE  FDA? 


It's  trying  to  stem  damage  from  bribe-taking  and  rigged  tests 


The  Food  &  Drug  Administration  is 
caught  in  a  vise.  The  public  and 
the  pharmaceutical  industry  want 
drugs  for  AIDS,  cancer,  and  other  dis- 
eases approved  as  fast  as  possible.  But 
if  one  harmful  drug  hits  the  market,  the 
agency  will  be  pilloried  for  recklessness. 

At  the  same  time,  the  FDA  has  been 
asked  to  do  more  with  less  staff  than  it 
had  a  decade  ago.  And  as  the  cost  and 
complexity  of  bringing  drugs  to  market 
soar,  the  pressure  on  the  agency  rises. 

The  FDA  is  showing  signs  of  cracking 
under  the  strain.  Investigations  prompt- 
ed by  evidence  of  favoritism  collected  by 
Mylan  Laboratories  Inc.  (box)  have  un- 
covered a  tale  of  greed  and  scandal.  At 
least  three  FDA  reviewers  of  generic 
drugs  accepted  bribes.  And  drugmakers 
seeking  swift  approval  hoodwinked  the 
agency  by  submitting  false  data.  Three 
companies  face  criminal  charges,  and 
more  indictments  are  expected.  Says 
House  Energy  &  Commerce  Committee 
Chairman  John  D.  Dingell  (D-Mich.), 
whose  investigation  uncovered  the  scan- 
dal: "I  can  no  longer  vouch  for  the  safe- 
ty of  generic  drugs  that  have  been 


approved  under  this  particular 
program." 

The  FDA  is  racing  to  stem  the 
damage.  Commissioner  Frank  E. 
Young  revamped  the  agency's 
generic  drug  division,  launched 
probes  of  other  areas,  and  began 
testing  the  30  top  generic  drugs. 
The  evidence  so  far,  he  says,  is 
that  the  scandal  was  confined  to 
the  generic  drug  division — and 
that  unsafe  or  ineffective  drugs 
aren't  a  menace  to  the  public. 

But  the  fallout  is  far-reaching. 
Pharmaceutical  makers  are  wor- 
ried that  the  process  of  approv- 
ing new  drugs,  which  currently 
takes  an  average  of  20  months, 
will  slow  as  the  fda  circles  the 
wagons.  And  in  a  blow  to  morale,  the 
agency  has  had  to  cede  some  of  its  pow- 
er to  conduct  criminal  investigations  to 
its  parent,  the  Health  &  Human  Services 
Dept.  "The  agency  is  profoundly  embar- 
rassed," says  one  fda  official.  "The  ille- 
gal acceptance  of  gratuities  is  the  kind 
of  thing  nobody  ever  expected  could  hap- 
pen— and  it  did  happen." 


YOUNG:  SO  FAR,  THE  DRUG  SUPPLY  LOOKS  SAFE 


The  question  is,  how?  To  critics,  it'; 
an  example  of  an  agency  that  abdicatec 
its  watchdog  role.  "Young  made  it  cleai  s;st« 
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that  enforcement  was  not  high  priority,' 
says  attorney  William  B.  Schultz  of  th( 
Public  Citizen  Litigation  Group.  Youn^ 
vehemently  denies  that  enforcement  ha; 
dropped  since  he  took  charge  of  th( 
agency  in  1984. 
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MYLAN  iS  GLAD 
IT  OPENED  THIS  CAN 
OF  WORMS 


Blowing  the  whistle  on  government 
misconduct  is  risky  business.  But 
Mylan  Laboratories  Inc.  figured  it  had 
little  to  lose  when  Chief  Executive  Roy 
McKnight  went  public  in  May  with  evi- 
dence of  favoritism  and  illegal  payoffs 
within  the  Food  &  Drug  Administra- 
tion's Generic  Drug  Div.  Now, 
four  months  later,  it  looks  as 
though  Mylan  has  everything  to 
gain. 

Since  1985,  Mylan  figures  it 
lost  an  estimated  $200  million  in 
sales  because  the  FDA  deliberate- 
ly sat  on  it.s  applications.  The 
Pittsburgh  company  protested 
angrily  to  Generic  Drug  Div. 
aides  for  more  than  two  years,  to 
no  avail.  So  Mylan  investigated 
on  its  own.  /fter  a  year  of  nos- 


ing around,  partly  in  FDA  officials'  gar- 
bage, the  detectives  Mylan  hired  found 
that  at  least  three  competitors  were 
getting  preferential  treatment  on  drug 
approvals  in  exchange  for  payoffs  to 
FDA  officials. 

'A  MESS.'  Many  of  the  two  dozen  top 
independent  generic  drug  makers  sus- 
pected FDA  abuses.  But  they  kept  quiet 
for  fear  of  retribution.  Mylan  fought, 
says  McKnight,  because  "we  weren't 
going  to  sit  back  and  watch  our  compa- 
ny and  the  industry  be  destroyed." 
Fearing  that  regulators  would  try  a 
coverup,  Mylan  in  May,  1988,  slipped 
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MYLAN'S  PROGNOSIS  IS  IMPROVING 
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the  evidence  to  the  House  over 
and  investigations  subcommi 
chaired  by  Representative  John  D 
gell  (D-Mich.)  Says  a  subcomn 
staffer:  "We  uncovered  a  mess." 

Mylan  already  is  benefiting 
several  new  FDA  moves.  On  Aug  bier 
for  instance,  the  agency  said  it  in 
ed  to  withdraw  approval  of  a  !  pn-n 
Pharmaceutical  Co.  drug  comp  lafsi 
with  Maxzide,  a  top-selling  blood-  pt,  a 
sure  drug  Mylan  has  under  paten 
Analysts  also  expect  several 
products  to  boost  Mylan  sales.  ]V|)5ehe^ 
owns  half  of  Somerset  Pharmaceu 
Inc.,  which  is  set  to  introdi 
new  drug,  Eldepryl,  that 
stop  the  progression  of  P; 
son's  disease.  While  Mylan 
comment  on  its  pending  ap 
tions,  independent  industry 
lyst  Hemant  K.  Shah  belie^fc^i.,,. 
should  get  approval  by  ye! 
for  a  generic  v^ersion  of  Car? 
an  anti-ulcer  remedy  with 
of  $200  million  a  year, 
these  and  other  new  proc 
Shah  sees  Mylan's  sales  clin 
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ro  supporters,  the  fda's  fatal  flaw  is 
iply  a  lack  of  resources.  Since  1981, 
I  agency's  budget  has  risen  a  bare  $49 
lion,  to  $324  million  (in  constant  1979 
lars),  and  its  personnel  has  dropped 
m  7,875  to  7,350.  But  Congress  has 
en  it  new  duties.  Says  Stanford  Uni- 
•sity  President  and  former  FDA  Com- 
jsioner  Donald  Kennedy:  "I'm  not 
•prised  that  problems  have  arisen." 
RSH  SPOTLIGHT.  The  generic  drug  ap- 
•val  process  itself  also  contributed  to 
I  agency's  woes.  Its  "honor  system," 
)anded  by  the  1984  bill  that  dramati- 
ly  boosted  the  generic  drug  industry, 
ied  on  companies  to  submit  data 
)wing  that  generics  were  as  safe  and 
ective  as  their  brand-name  counter- 
Is.  As  it  turned  out,  the  FDA  underes- 
lated  the  power  of  greed.  In  one  case, 
arine  Pharmaceuticals  Inc.  substitut- 
the  brand-name  blood-pressure  drug 
azide  for  its  own  generic  product  in 
ts  designed  to  win  FDA  approval.  Says 
ung:  "That  is  so  far  removed  from 
st  people's  minds  that  we  wouldn't 
/e  looked  for  ii." 

rhe  FDA's  problems  are  unlikely  to 
ell  to  Housing  &  Urban  Development 
pt.  proportions.  And  the  harsh  spot- 
fit  on  the  agency  may  illuminate  its 
imbling  buildings  and  antiquated 
lipment  long  enough  to  persuade  Con- 
;ss  to  increase  funding.  But  the  scan- 
is  a  sobering  reminder  of  how  quick- 
poor  management  and  easy  money 
1  take  away  the  nation's  only  defense 
linst  unsafe  food  and  drugs. 
By  John  Carey  in  Washington,  with  bu- 
:u  reports 


5  million  by  fiscal  1992  (charts), 
itreet  has  noticed:  Mylan's  stock 
(iped  about  75%  since  the  investiga- 
>  about  $15  a  share. 
Mcknight.  This  isn't  McKnight's 
scue  of  Mylan.  In  1976,  the  compa- 
armer  top  executive,  Jerome  N. 
n,  pushed  Mylan  to  the  brink  of 
ptcy  with  a  go-go  expansion  strat- 
hat's  when  the  board  brought  in 
^ht,  a  Princeton-educated  founder 
Pittsburgh  electrical  engineering 
IcKnight,  directors,  and  some  offi- 
iughed  up  $375,000  of  their  own 
to  pay  debts.  Within  a  year,  Mylan 
Lck  in  the  black. 

night  credits  President  Milan  Pus- 
,  with  Mylan's  success,  particularly 
11  in  developing  new  products.  In 
uskar's  $474,000  compensation  last 
^as  70%  more  than  McKnight's.  At 
Knight  has  no  intention  of  retiring 
'.  can't  walk  away"  until  the  FDA 
igation  and  Mylan's  lawsuits 
t  four  rivals  are  cleaned  up,  he 
]halk  one  up  for  a  whistle-blower. 
By  Michael  Schroeder  in  Pittsburgh 
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ROSTENKOWSKI:  'MY  HEAD 

IS  BIOODIED,  BUT  I'M  NOT  BOWED' 


The  Ways  &  Means  boss  has  had  a  horrible  year — and  it  may  get  worse 


an  Rostenkowski  was  looking 
forward  to  this  year  with  gusto. 
The  influential  chairman  of  the 
House  Ways  &  Means  Committee  would 
be  at  center  stage  at  a  series  of  glitter- 
ing events  commemorating  the  panel's 
200th  anniversary.  He  figured  to  be  in 
the  thick  of  Democratic  efforts  to  per- 
suade the  Administration  to  swallow  a 
tax  hike.  And  despite  partisan  tussling, 
he  thought  that  his  long  friendship  with 
George  Bush  would  guarantee  him  ex- 
traordinary entree  to  the  White  House. 

But  if  you  happen  across  the  dejected- 
looking  "Rosty"  these  days,  just  a 
glance  will  tell  you  that  his  plans  for 
1989  have  gone  flat.  His  once-firm  hold 
on  Ways  &  Means  seems  to  be  slipping, 
producing  a  series  of  embarrassing  leg- 
islative reversals — and  sparking  cloak- 
room grumbling  that  the  hulk- 
ing Illinois  Democrat  is  losing 
his  knack  for  bare-knuckle  poli- 
tics. "If  [Rostenkowski]  wants 
to  be  so  nice  to  Bush,  maybe  he 
shouldn't  be  where  he  is,"  fumes 
one  senior  Democrat. 
ANGST.  Indeed,  if  he  wasn't  the 
product  of  Chicago's  gritty 
streets,  Rosty  might  admit  to 
being  in  the  throes  of  a  career 
crisis.  It's  now  clear  that  he 
won't  get  President  Bush  to  ac- 
cept significant  new  taxes  this 
year.  What's  more,  Rostenkow- 
ski has  been  forced  to  retreat  on 
his  opposition  to  a  cut  in  the  caj)- 
ital-gains  tax  after  conservative 
committee  Democrats  rebelled. 
The  final  indignity  came  during 
the  August  recess,  when  he  was 
chased  down  a  Chicago  street  by 
placard-waving  senior  citizens 
protesting  a  new  catastrophic-in- 
surance tax  his  panel  authored. 

"My  head  is  bloodied,  but  I'm 
not  bowed,"  sighs  Rostenkow- 
ski. But  friends  say  he's  de- 
pressed by  the  setbacks.  "This 
has  all  been  very  painful  for 
him,"  says  one  panel  Democrat 


squabbling  and  disarray  will  drag  on. 

That's  scant  comfort  to  Rostenkowski, 
a  proud  pol  who  was  at  the  height  of  his 
powers  just  a  few  years  back.  After  his 
key  role  in  the  passage  of  the  1986  tax- 
reform  act,  Rosty  was  toasted  by  the 
media  as  a  peerless  dealmaker.  He  rein- 
forced his  image  last  year  by  helping 
shape  a  new  trade  law  that  steered  a 
middle  course  between  tougher  sanc- 
tions and  protectionism. 
TERRIBLE  ISSUES.  But  Rostenkowski 
could  not  have  foreseen  the  price  the 
Democrats  would  pay  for  the  protracted 
Wright  affair.  And  his  problems  have 
been  worsened  by  the  explosive  issues 
Ways  &  Means  has  faced  this  session. 

Take  health  insurance.  Last  year.  Con- 
gress approved  a  new  tax  on  medicare 
recipients  to  help  expand  coverage 


TAKING  A  BEATING  ON  TAXES  AND  HEALTH  INSURANCE 


Rosty  isn't  the  only  one  suffering 
from  existential  angst  these  days.  More 
and  more  House  Democrats  are  reacting 
to  the  leadership  vacuum  created  by  the 
fall  of  Speaker  Jim  Wright  (D-Tex.)  by 
forming  rump  factions.  That's  making  it 
tough  for  once-dominant  figures  such  as 
Rostenkowski  to  maintain  discipline — 
and  raising  the  odds  that  this  session's 


against  catastophic  illness.  Now,  a 
spreading  seniors'  revolt  makes  repeal 
of  the  measure  increasingly  likely. 

Similarly,  a  1986  tax  change  that 
would  have  forced  employers  to  provide 
workers  with  equal  access  to  fringe 
benefits  has  backfired.  The  result  Ways 
&  Means  will  have  to  substantially  modi- 
fy the  so-called  "section  89"  rule  to 
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stave  off  outright  repeal.  "Right  now," 
admits  a  White  House  official,  "Rosten- 
kowski  has  all  the  terrible  issues." 

In  fact,  the  year  has  taken  such  a  toll 
that  the  62-year-old  Rostenkowski  is  re- 
newing his  periodic  Hamlet-like  musings 
about  retirement.  "I'd  say  'yeah'  today," 
he  says.  "And  tomorrow  maybe  I'd  say 
'no.'  But  I  am  becoming  discouraged." 
A  COMEBACK?  The  catiilyst  for  quitting 
could  be  a  pending  rules  change  that 
would  bar  members  elected  before  1980 
from  converting  campaign  surpluses  to 
personal  use  upon  retiring.  Rosty,  who 
hasn't  faced  significant  reelection  oppo- 
sition in  decades,  has  a  nest  egg  of  more 
than  $1  million.  A  comfortably  well-off 
but  hardly  wealthy  man,  he  might  be 


tempted  to  take  the  money  and  run — 
though  some  who  know  him  well  doubt 
it.  "He  has  no  intention  of  taking  that 
money,"  insists  Washington  attorney 
John  J.  Salmon,  a  former  longtime  aide. 

Rostenkowski  could  still  stage  a  come- 
back in  1990,  if  Bush  and  Hill  Democrats 
can  brush  aside  partisan  differences  and 
agree  to  swap  big  cuts  in  benefit  pro- 
grams for  new  revenues.  But  given 
Bush's  stand-pat  determination — and  the 
balkanization  of  the  House — this  grand 
compromise  looks  elusive.  And  that 
helps  explain  why  Dan  Rostenkowski, 
once  one  of  the  Lords  of  the  Hill,  is 
looking  toward  his  North  Side  district 
right  now  and  pining  for  home. 

By  Douglas  A.  Harbrecht  in  Washington 


BUYOUTS  I 


MEET  ASIL  NADIR, 

THE  BILLION-DOLLAR  FRUIT  KING 


Buying  a  Del  Monte  unit  from  RJR  adds  to  his  empire — and  cash  drain 


Asil  Nadir  is  out  to  become  the 
fresh-fruit  king  of  the  world.  But 
who's  Asil  Nadir? 
Since  starting  in  the  industry  only  sev- 
en years  ago,  the  47-year-old  Turkish 
Cypriot  has  built  his  London-based  Polly 
Peck  International  PLC  into  a  power- 
house in  the  growing,  packing,  and  dis- 
tribution of  fresh  grapefruit,  oranges, 
and  other  tropical  edibles.  He  was  sched- 
uled to  announce  on  Sept.  7  that  Polly 
Peck  will  take  a  huge  leap  by  paying 
nearly  $900  million  for  the  fresh 
fruit  operations  of  Del  Monte  Foods 
Inc.,  being  sold  as  part  of  the  break- 
up of  RJR  Nabisco  Inc. 

The  sale  of  the  fruit  unit  is  the 
second  major  divestiture  for  RJR  Na- 
bisco. The  price — about  13  times  op- 
erating earnings — was  near  the  top 
end  of  analysts'  expectations.  It  will 
bring  to  nearly  $3.5  billion  the  total 
taken  in  from  asset  sales  since 
Kohlberg  Kravis  Roberts  &  Co. 
took  over  the  company  early  this 
year.  Del  Monte's  worldwide  canned 
and  processed  fruits  and  vegetables 
units  are  still  on  the  block — and 
their  sale  is  imminent. 
BACK  TO  ROOTS.  Although  Nadir 
will  still  trail  L'nited  Brands  Co.  and 
Castle  &  Cooke  Inc.'s  Dole  Food  Co. 
unit  in  overall  sales,  the  Del  Monte 
label  will  make  liim  the  biggest  pur- 
veyor of  fresh  pineapples  in  the 
U.  S.  and  the  third-largest  banana 
man.  The  Del  Monte  purchase  will 
add  an  estimated  $600  million  m 
sales,  more  than  doubling  the  size 


of  Polly  Peck's  agricultural  division, 
which  had  1988  revenues  of  $531  million. 
And  it  will  shift  Polly  Peck  back  toward 
its  agricultural  roots.  In  recent  years, 
the  company  has  diversified  into  other 
areas,  with  a  consumer  electronics  arm 
nearly  as  large  as  its  fruit  business. 

Nadir  is  paying  top  dollar  for  the  kind 
of  brand  name  he  has  long  sought.  He 
started  in  the  business  exporting  fruit 
from  the  Turkish  part  of  divided  Cyprus. 
He  soon  branched  out  into  Turkey  itself. 


gaining  a  reputation  for  efficient  contro 
of  all  phases  of  the  industry.  Fron 
there.  Nadir  diversified  into  consumei 
electronics,  hotels,  and  even  Turkish  Piz 
za  Hut  Inc.  franchises.  As  a  result,  sale; 
grew  more  than  fivefold  from  1984  t( 
1988,  to  $1.2  billion,  while  pretax  profit; 
'more  than  doubled  to  $174  million. 

That  hasn't  impressed  London  inves 
tors  in  Polly  Peck.  The  shares  trade  at  i 
price-earnings  multiple  of  less  than 
far  below  the  market  average  of  13.5 
Some  analysts  cite  concerns  over  Nadir's 
management.  In  response.  Nadir  tw( 
years  ago  brought  in  Anthony  J.  Read 
ing,  a  respected  executive  at  British  con 
glomerate  BTR  PLC,  as  group  managing 
director.  But  Reading  resigned  thii 
spring  after  a  dispute  with  Nadir,  wh( 
has  reassumed  full  operating  control. 

Another  investor  worry  is  the  compa 
ny's  exposure  to  weak  currencies.  Polh 
Peck  has  borrowed  heavily  in  Swis; 
francs  and  West  German  marks.  But 
large  chunk  of  its  assets  and  profits  an  '"- 
denominated  in  Turkish  lire,  a  currency  .- 
whose  value  is  buckling  under  inflation 
ary  pressures.  The  result,  says  Michae  : 
W.  Smith,  an  analyst  at  London's  Char  \ 
terhouse  Tilney:  "There's  not  enougl 
cash  generated  within  the  company  t( 
finance  its  ongoing  business,  never  min( 
all  those  acquisitions." 
WINTER  HARVEST.  To  make  up  for  th^ 
shortfall,  Polly  Peck  keeps  selling  ne\ 
paper.  In  1988  alone,  it  issued  $579  mil  l 
lion  in  fresh  debt  and  equity,  in  part  t(  er';i 
cover  $171  million  in  what  the  compan; 
delicately  calls  "exchange  rate  vari  ssLc 
ances."  But  the  constant  dilution  o  n  4 
shareholders'  equity  has  kept  averagi  a  bnii 
growth  in  earnings  per  share  ove  isofi 
the  past  five  years  at  a  paltry  1%  i  h 
And  Polly  Peck's  balance  sheet 'm  i 
says  Smith,  is  "a  mess."  seii-jp 
Lately,  Nadir  has  been  tryinj  Smill 
hard  to  shift  away  from  Turkey  anc  (rvof 
Cyprus.  Last  year,  he  bought  a  bij  lat's 
Dutch  fruit  importer,  a  Spanisl  s  Tlie 
fruit  packer,  and  two  small  U.  S.  im 
porters.  He's  also  bringing  in  mor  teits 
fruit  from  Latin  America  to  tide  thi  esfe 
company  over  the  winter  months  [!lie| 
The  deal  for  Del  Monte  is  the  cap  h.\ 
stone  of  that  strategy.  tiitii^ 
The  bold  move  into  Del  Mont  >i 
may  involve  issuing  a  blizzard  o  ■e\\x 
new  paper,  depressing  Polly  Peck'  fj^nff 
shares  in  the  short  term.  'That  wil  t^\ii\ 
cost  Nadir  more  than  anyone  else-  by 
he  owns  about  $250  million  worth  o  feiy  j 
Polly  Peck  stock.  But  Nadir  is  bel 
ting  that  investors  will  soon  realiz 
that  he's  in  a  different  league  now  djej  ■ 
For  a  fellow  who  started  out  shij  [  t)jjj 
ping  Cypriot  fruit,  that's  not  bad.   j  ij 
By  Mark  Maremont  in  London,  wit  f^j^jj, 
Judith  H.  Dobrzynski  in  New  York  Injfj 
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low  MUCH  BAD  LUCK 
AN  ONE  TEXAN  TAKE? 


vo  balky  lenders  could  kill  Jess  Hay's  plan  to  remake  Lomas  Financial 


>W  SELLING:  LOMAS'  UPSCALE  VISTA  RIDGE  DEVELOPMENT  OUTSIDE  OF  DALLAS 


alias  mortgage  banker  and  devel- 
jBoper  Jess  T.  Hay  spent  1986  fret- 

ting  over  the  threat  of  an  unwel- 
ne  takeover.  The  following  year  he 
;nt  weathering  a  record  siege  of  fore- 
sures  in  the  oil  patch.  And  in  1988, 
,y's  Lomas  Financial  Corp.  suffered  a 
irp  downturn  in  mortgage  lending 
3  brutal  new  competition  from  the 
3S  of  GMAC  Mortgage  Corp.  and  Citi- 
p.  Finally,  this  summer,  Hay  closed 
mas'  mortgage  sales  arm,  put  some 
sets  up  for  sale,  wrote  down  others  by 
)3  million,  and  threw  himself  on  the 
ircy  of  his  bankers, 
rhat's  when  Hay's  real  problems  be- 
n.  The  lenders  waived  restrictions  that 
uld  have  prohibited  Lomas  from  low- 
ng  its  net  worth  below  $500  million  to 
estimated  $263  million  after  complet- 
;  the  planned  write-downs  and  asset 
es.  But  when  Hay,  Lomas'  chairman, 
3d  to  buy  time  by  asking  them  to  roll 
3r  $1  billion  in  credit  lines  for  two 
irs,  two  of  Lomas'  30  banks  and  four 
urance  company  lenders  balked.  As  a 
^sequence,  the  cash-crimped  company 
faulted  on  Sept.  1  on  $145  million  in 
blicly  held  notes.  Despite  the  threat 
it  Lomas  may  seek  protection  from  its 
jditors,  the  two  holdouts  haven't 
dged.  "There's  no  logical  reason  for 
y  bank  not  to  [join  the  restructur- 
j],"  Hay  complains.  "Chapter  11  is  an 
necessary  recourse." 
Logic  packed  up  and  left  Texas  bank- 


12 


ing  long  ago.  Hay  dates  his  misfortunes 
from  reports  this  summer  circulating 
among  the  lenders  that  federal  bank  ex- 
aminers had  ordered  one  of  their 
charges  to  classify  a  loan  to  Lomas  as 
questionable.  Then,  credit  rating  agen- 
cies dropped  Lomas  commercial  paper 
below  investment  grade  in  June,  effec- 
tively freezing  the  company  out  of  the 
market.  Hay  plugged 
that  $680  million  gap 
with  a  bridge  loan  and  a 
fast  sale  of  Lomas'  credit 
card  business,  but  a  li- 
quidity crunch  was  cer- 
tain. So  was  a  measure  of 
high  anxiety.  Lomas' 
stock  plunged  from  10% 
in  early  June  to  3%  on 
Sept.  5  (chart). 
SNUBBED.  What's  espe- 
cially frustrating  to  Hay 
is  that  the  holdout  banks 
seem  uninterested  in  his 
restructuring  plan.  He 
wants  Lomas  to  return  to 
its  roots  in  mortgage  servicing  and  con- 
struction lending.  Lomas  also  would  liq- 
uidate its  real  estate  holdings  over  sev- 
eral years.  The  restructuring  would 
provide  $100  million  to  cover  carrying 
costs  for  three  years  on  the  company's 
major  land  developments  in  Houston  and 
Dallas.  That  would  give  Lomas  time  to 
sell  out  its  largest  Texas  project,  the 
upscale  but  slow-moving  Vista  Ridge  de- 
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velopment  situated  outside  of  Dallas. 

The  restructuring  would  also  reverse 
the  acquisitions  Hay  made  when  take- 
over rumors  topped  his  agenda.  Back 
then,  Ford  Motor  Co.  came  calling — and 
raider  Saul  Steinberg  has  been  a  major 
shareholder  for  years.  The  stock  reached 
38  at  its  zenith  in  1986. 

Unwinding  the  purchases  may  be 
Hay's  surest  source  of  cash.  He  made 
money  on  the  sale  of  the  credit  card 
unit,  and  an  equipment-leasing  business 
is  on  the  block.  Hay  expects  to  make 
money  overall  on  the  divestitures. 

Analysts  approve  of  the  moves.  "I'm 
convinced  there's  a  viable  entity  at  Lo- 
mas," says  Bruce  Garrison,  a  principal 
at  Houston-based  Lovett,  Mitchell,  Webb 
&  Garrison.  Agrees  Frank  Anderson,  a 
vice-president  at  Stephens  Inc.  in  Little 
Rock:  "It's  not  junk  assets." 
SLOW  DRAW.  Analysts  do  fault  Hay  for 
reacting  late  to  the  new  competition  in 
single-family  mortgages.  Hay  admits 
that  the  business  will  stay  flat  for  de- 
cades. The  restructuring  provides  $25 
million  to  close  35  sales  offices  and  $68 
million  to  write  down  the  value  of  com- 
l)uter  systems  and  other  assets.  Lomas' 
payroll  will  drop  by  half,  to  2,500. 

All  those  moves  aren't  likely  to  shake 
Chase  Manhattan  Bank's  faith  in  Lomas, 
a  borrower  for  96  years,  or  in  Hay,  a 
kingpin  in  the  national  Democratic  Par- 
ty. But  all  it  takes  is  a  few  wisps  of 
smoke  over  Texas  real  estate  to  conjure 
images  of  grounded  highfliers.  Worse, 
four  of  Hay's  seven  principal  banks 
were  Texas  institutions  that  went  bust. 

Hay  says  that  Lomas'  lead  lenders 
have  agreed  to  the  restructuring  and  are 
now  trying  to  make  the  two  holdouts  fall 
into  line.  Even  though  the  two  banks, 
which  Hay  won't  identify, 
account  for  only  $30  mil- 
lion of  the  $1  billion  debt, 
they  can't  be  bought  out 
without  encouraging  sim- 
ilar demands  from  other 
participants.  Banking 
sources  say  that  most  of 
the  lenders  would  rather 
not  initial  a  Texas  real  es- 
tate loan,  and  that  many 
lenders  were  surprised 
and  dismayed  by  the  sud- 
denness of  the  liquidity 
crisis.  "We  have  been 
tarred  by  our  association 
with  Texas,"  remarks 
Hay.  "It  hit  us  like  a  hammer." 

All  of  which  has  made  Hay  grateful 
for  any  good  luck  that  comes  his  way. 
This  summer,  heavy  rains  filled  the  new 
Joe  Pool  Lake  reservoir  near  Dallas  and 
primed  sales  at  Lomas'  High  Pointe  sub- 
division. A  drought  last  year  delayed  the 
lake's  opening  by  a  year.  At  least  when 
there's  thunder,  it  also  usually  rains. 

By  Todd  Mason  in  Dallas 
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Our  competitor  says  their  fax  network  is  the 
best  way  to  fax.  So  why  does  it  require  57%  more 
retransmissions  and  cost  more  than  AT&TF 


)estiDyed 


According  to  a  recent  Bell  Labs  stud>5  using  five-page  fax 
transmission  tests,  MCI's  fax  network  transmits  one  unread- 
able page  out  of  every  twelve.  In  fact,  their  network  is  57% 
more  likely  than  AT&T  to  transmit  pages  that  are  partially 
unreadable. 

Now  here's  a  paradox.  Obviously  AT&T  is  more  accurate, 
yet  for  the  typical  business  customer,  we  actually  cost  less* 
And  unlike  MCI,with  AT&Tall  of  your  usage,  both  voice  and 
fax,  counts  toward  your  monthly  volume  discount. 

Figuring  in  costs  for  retransmitting,  personnel  and  paper, 
regular  AT&T  long  distance  users  can  save  up  to  16%  over  MCI's 
fax  network.  AT&T  PRO'"*  WATS  users,  up  to  44%.  AT&T  WATS 
users,  up  to  45%.  MEGACOM*  WATS  users,  up  to  27%.  And  SDN 
users  can  save  up  to  56%. 

So  if  you're  not  using  the  AT&T  network  for  your  faxes 
already  switch  to  the  best-designed,  most  consistent,  most 
reliable  network  money  can  buy  There's  no  reason  why  you 
shouldn't. 

Especially  now  that  you  know  the  facts  about  fax. 

To  increase  your fax  accuracy  and  decrease 
your  fax  costs,  call  AT^  now: 
1800222-0400 

To  find  out  about  ATCTs  family  of  fax  machines,  call  1 800 247-1212,  Ext  164. 

•Based  on  average  business  customer  calling  patterns,  average  monthly  AT&T  bill  over  $120, 10%  of  which 
is  fax.  MCI  rates  as  of  8/2/89.  Actual  savings  may  vary. 
©1989  AT&T  MCI  is  a  trademark  of  MQ  Communications  Corporation. 


The  right  choice. 


SAVINGS  &  LOANS  I 


CENTRUST'S  OFFBEAT  PLAN 
TO  BE  A  PLAIN  OLD  THRIFT 


Will  regulators  give  the  go-ahead  to  Da\'id  Paul's  radical  restructuring? 


It  doesn't  sound  like  David  L.  Paul, 
the  thrift  executive  notorious  for 
having  his  federally  insured  s&L  in- 
vest in  Old  Masters  and  junk  bonds.  The 
chairman  of  CenTrust  Savings  Bank 
says  the  go-go  days,  which  saw  Cen- 
Trust assets  leap  from  $3  billion  to  $10 
billion  in  five  years,  are  over.  He's  re- 
casting the  Miami-based  thrift  as  a 
smaller,  simpler  institution.  He  wants 


ern  isn't  buying  the  branches'  loan  port- 
folio, so  to  make  good  on  the  deposits, 
CenTrust  has  been  raising  cash  by  sell- 
ing S2  billion  of  mortgage-backed  securi- 
ties. Since  March,  those  sales  have  net- 
ted CenTrust  a  $1.2  million  loss,  which 
Paul  claims  is  good  given  the  market. 

If  approved,  the  deal  will  cut  Cen- 
Trust's  size  to  about  $6  billion  in  assets, 
shrinking  the  amount  of  tangible  capital 


Before  After 
restructunng  restmctunng 


Millions  of  ddlan: 


$9,100  $6,200 


379  180 


8,600  6,000 


■nwotn* 

Percent  of  ossets 

442 

4.8% 

357 
5.4% 

liUNIIUUPIliU 

84 

*As  computed  by  federal  regulotors 
DATA:  COMPANY  RB>ORn 


PAUL:  SELLING  OFF  MOST  BRANCHES  AND  CUTTING  BACK  "HOT  MONEY"  AND  JUNK  BONDS 


"to  get  CenTrust  to  the  point  where  it  is 
a  milk-vanilla  S&L." 

But  trust  Paul  to  come  up  with  his 
own  recipe  for  "milk-vanilla."  As  regula- 
tors implement  the  federal  thrift  bailout. 
CenTrust  has  embarked  on  its  own  mas- 
sive restructuring.  If  regulators  give  the 
0.  K..  CenTrust  will  emerge  stripped  of 
most  of  its  branches  and  scaled  down  to 
one-third  of  its  federally  insured  depos- 
its (table).  Moreover,  a  financial  holding 
company  structure  will  isolate  the  SifcL 
from  CeuTrust's  risky  investments. 

Step  one  is  the  sale  of  63  of  its  71 
branches  to  (  ireat  Western  Bank  in  Bev- 
erly Hills,  Caii!'.  The  price:  $150  million, 
$100  million  for  the  branches'  deposits 
plus  $50  million  for  the  accompanying 
real  estate.  For  Great  Western,  with  $36 
billion  in  assets,  the  purchase  boosts  its 
holdings  in  Florida  to  114  branches  with 
$4  billion  in  retail  deposits.  Great  West- 


it  needs  to  pass  muster  with  the  feds. 
The  fresh  cash  would  push  CenTi-ust's 
tangible  capital  to  $84  million,  says  Paul, 
just  shy  of  the  1.5'~^  required.  And  by 
keeping  eight  branches  with  some  $800 
million  in  deposits,  CenTrust  maintains  a 
retail  base  to  offset  its  controversial  reli- 
ance on  deposits  that  come  via  brokers. 

All  of  this  depends,  of  course,  on  reg- 
ulatory approval.  Although  applications 
to  sell  branch  networks  are  usually  rou- 
tine, the  size  of  this  one  makes  it  anv- 


'We're  remo\-ing  the  very 
best  marbles  and  placing  them 
in  a  separate  container. . . . 
It's  very  clever' 


thing  but.  Federal  regulators  aren't  talk- 
ing, but  there  are  indications  they  may 
have  some  questions  for  Paul.  One  rea- 
son for  concern;  Regulators  like  a  thrift 
with  branches,  because  it  gives  them 
easily  salvageable  assets  if  the  govern- 
ment were  ever  to  seize  the  thrift. 
■  What's  more,  some  members  of  Mi- 
ami's banking  community-  are  squawk- 
ing. "The  whole  purpose  is  to  become  a 
wholesale  bank,"  says  Kenneth  H. 
Thomas,  a  Miami  banking  consultant. 
His  argument:  CenTrust  will  depend 
more  on  brokered  deposits  and  junk 
bonds — both  of  which  have  drawn  the 
ire  of  regulators.  Unlike  retail  deposits, 
"hot  money,"  or  brokered  deposits, 
tends  to  be  withdrawn  quickly  if  it  isn't 
earning  a  market-competitive  interest 
rate.  As  for  junk  bonds,  under  the  feder- 
al thrift  bailout,  thrifts  are  supposed  to 
shed  the  risky  investments  by  1994. 
LEERY.  Paul  dismisses  the  criticism  by 
pointing  to  the  second  step  of  his  plan: 
cutting  CenTrust's  holdings  in  both  bro- 
kered deposits  and  junk  bonds.  Over  the 
next  year,  $1.2  billion  in  deposits  will 
mature,  and  CenTrust  won't  renew 
them.  And  $800  million  more  will  be  re- 
turned to  brokers.  Also,  CenTrust  will 
keep  selling  down  its  junk-bond  portfolio 
to  keep  it  under  a  federally  imposed 
ll'^f -of -assets  rule.  CenTrust  began  to 
sell  its  junk  portfolio  last  March  after 
federal  regulators,  worried  about  the 
junk's  riskiness,  labeled  CenTrust  a 
"troubled  institution." 

Paul's  last  step  is  to  isolate  the  S&L  in 
a  separate  unit  under  a  tnrift  holding 
company.  In  18  months,  he  claims,  that 
unit  will  contain  roughly  $2  billion  in 
insured  deposits,  split  evenly  betw'een 
hot  money  and  retail  accounts.  On  the 
asset  side  will  be  plain-vanilla  mortgages 
and  consumer  loans  capitalized  with 
$120  million  from  the  holding  company 
Held  separately  will  be  CenTrust's  insur- 
ance unit,  its  junk-bond  portfolio,  such 
intangible  assets  as  goodwill,  and  other 
assets  deemed  too  shaky  by  regulators 

Although  regulators  remain  leery 
about  Paul  and  his  plans  until  they  hear 
more  details,  the  idea  has  them  in 
trigued.  "This  could  be  the  front  end  oi 
a  trend,"  says  Florida  Assistant  Comp- 
troller Ash  Williams.  As  Paul  sees  it 
CenTrust's  assets  are  like  so  many  mar- 
bles: "Some  of  these  marbles  are  terrif 
ic.  Some  are  more  risky. . . .  We're  re 
moving  the  very  best  marbles  anc 
placing  them  in  a  separate  container  tc 
create  an  absolutely  clean,  pristine  insti- 
tution to  meet  even,"  regulatorj"  require 
ment.  It's  xery  clever." 

Paul  has  himself  cominced.  Now  al 
he  must  do  is  convince  the  regulators. 

By  Gail  DeGeorge  in  Miami,  with  Katk 
leeti  Keru-in  iti  Los  Angeles 


36  BUSINESS  WEEK/ SEPTEMBER  18,  1989 


Lift  Daily 
To  Strengthen 

The  MinA 


The  Franklin  Language  Master^"  is  designed 
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POSNER  FACES 
A  PALACE  REVOLT 


►  There's  mutiny  in  Victor 
Posner's  empire.  Leonard 
Roberts  resigned  on  Sept.  5 
as  vice-chairman  of  Posner's 
DWG  and  was  then  fired  as 
president  of  Arby's,  a  DWG 
subsidiary.  In  a  scathing  let- 
ter, Roberts  complained  of 
Posner's  dictatorial  manage- 
ment style  and  intimidation  of 
directors.  A  Posner  spokes- 
woman denies  the  allegations. 

At  issue  is  control  of 
Arby's.  A  group  initially  com- 
posed of  eight  franchisees  re- 
cently offered  $200  million  for 
the  Atlanta-based  fast-food 
chain.  Posner  refused  to  meet 
with  them.  He  also  demanded 
that  Arby's  headquarters  be 
moved  to  Miami  and  that 
management  support  DWG 
and  accept  demotions.  Posner 
faces  another  challenge  on 
Sept.  11,  when  court  hearings 
begin  regarding  his  voting  of 
shares  in  the  takeover  battle 
for  DWG  being  waged  by  Gre- 
nada Investments. 


DREXEL  AND  JUSTICE 
CAN  NOW  MAKE  A  DEAL 


►  Drexel  Burnham  Lambert  is 
finally  free  to  settle  with  the 
Justice  Dept.  by  pleading 
guilty  to  six  counts  of  crimi- 
nal securities-law  violations. 
The  last  obstacle  fell  when 
Justice  agreed  to  allow 
Drexel  to  pay  Michael  Milken, 
its  former  junk-bond  impresa- 
rio, his  1988  compensation  of 
more  than  $100  million.  The 
investment  bank  will  now  pay 
$650  million  to  settle  the  gov- 
ernment's charges. 

Milken's  case  isn't  over. 
He's  charged  in  a  98-count  in- 
dictment with  violating  securi- 
ties laws  and  a  iiroader  indict- 
ment is  expected 


BELT-TIGHTENINS 
^T  OXY  PETE 


►  Sluggish  oil  prices  ha 
prompted  Occidental  Petrc 
leum  Chairman  Armand  Ham- 


mer to  consolidate  Oxy's  do- 
mestic oil-and-gas  operations 
and  merge  U.  S.  and  foreign 
operations.  The  move  will 
eliminate  about  9,000  jobs, 
roughly  6%  of  the  company's 
work  force,  and  will  save  an 
estimated  $100  million  a  year. 
In  other  cost-saving  steps,  the 
company  has  refinanced  $1.2 
billion  in  high-interest  debt 
and  plans  to  refinance  $300 
million  more  before  yearend. 


THE  SEC  SUES 
CRAZY  EDDIE  ANTAR 


►  In  a  case  alleging  wide- 
spread financial  fraud,  the  Se- 
curities &  Exchange  Commis- 
sion on  Sept.  6  filed  suit 
against  the  founder  of  the 
Crazy  Eddie  retail-electronics 
chain  and  six  of  his  former 
associates.  The  complaint  al- 
leges that  former  Crazy  Ed- 
die CEO  Eddie  Antar  directed 
his  employees  to  overstate  the 
company's  financial  results 
from  1985  through  1987.  The 
suit  also  charges  Eddie  Antar 
with  insider  trading,  stem- 
ming from  a  series  of  stock 
sales  that  raised  $60.5  million 
during  the  years  of  the  al- 
leged financial  fraud. 

Three  of  the  defendants — 
Isaac  Kairey,  a  personnel  offi- 
cial, controller  Eddie  Gindi, 
and  accounting  supervisor 
Kathleen  Morin — agreed  to  a 
consent  order  barring  them 
from  further  securities-law  vi- 
olations. The  other  defen- 
dants— Antar,   his  brother 


AND  FOR  THE  MIDTERM,  THEY  GO  TO  HIALEAH 


College  economics  professors 
sometimes  complain  that  stu- 
dents simply  refuse  to  take  an 
interest  in  the  dismal  science. 
Perhaps  those  teachers  ought  to 
try  the  approach  of  George  Ig- 
natin,  an  associate  professor  at 
the  University  of  Alabama  at 
Birmingham.  He  offers  a  course 
called  "Economics  of  Gambling: 
Football  and  Horse  Race  Handi- 
capping Techniques." 

Not  that  Ignatin  wants  to  teach  gambling  for  its  own  sake — 
though  his  forecasts  are  featured  on  a  local  call-in  tip  service. 
"I  try  not  to  teach  people  that  gambling  is  good,"  he  says. 
"But  if  you're  going  to  do  it,  know  what  you're  doing."  He  just 
wants  students  "to  apply  the  precepts  and  concepts  of  econom- 
ics to  a  real-world  problem."  To  succeed  at  sports  wagering,  he 
says,  a  student  needs  to  be  proficient  at  gathering,  organizing, 
and  analyzing  data.  Those  skills,  he  says,  "ought  to  help  the 
average  student  in  almost  anything." 


Mitchell,  his  cousin  Sam  An- 
tar, and  consumer-service 
Vice-President  David  Pan- 
off — have  long  denied  any 
wrongdoing. 


THE  WPPSSMESS 
WINDS  DOWN 


►  On  Sept.  5,  a  Tucson  federal 
district  court  judge  approved 
the  last  settlement  of  the  law- 
suits stemming  from  the  1983 
default  of  the  Washington 
Public  Power  Supply  System 
on  $2.25  billion  worth  of  its 
bonds.  But  two  hangups  still 
stand  between  the  bondhold- 
ers and  their  money,  which 
may  end  up  amounting  to  as 


little  as  40(t  on  the  dollar. 

Judge  William  Browning 
must  rule  on  whether  specula- 
tors who  bought  the  WPPSS 
bonds  at  big  discounts  after 
the  default  are  entitled  to  re 
ceive  the  same  awards  as  pre 
default  investors.  And  law 
yers  for  some  in  the  class 
action  plan  to  appeal. 


FRONT-PAGE  NEWS 
AT  THCLA,  riMCS 


►  David  Laventhol,  the  new 
publisher  of  The  Los  Angeles 
Times,  has  a  big  job  ahead  of 
him.  Despite  more  than  $1  bil- 
lion in  revenues  and  a  robust 
20.5^  profit  margin,  the 
newspaper  has  drawn  flak  for 
falling  circulation  and  an  in- 
ability to  expand  aggressively 
into  affluent  Orange  County. 

Laventhol,  who  is  also  pres- 
ident of  Times  Mirror,  the 
Times'  parent,  plans  to  rede- 
sign the  paper  to  stress  color 
[iictures,  shorter  stories,  and 
front-page  synopses.  A  west- 
ern U.  S.  edition  is  planned, 
along  with  a  new  car  section 
for  auto-crazy  Angelenos 
And  Orange  County?  The  lo- 
cal edition  has  hired  27  more 
staffers  and  brought  in  one- 
time Nixon  White  House  aide 
Larry  Higby  to  woo  advertise- 
ments from  businesses  in  the 
GOP  stronghold.  ■' 
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Keeping  the  vvlieels  of  industry 
turning  these  days  takes  more 
than  capital-it  also  takes  a  steady 
flow  of  ideas  for  putting  that  capi- 
tal to  best  use.That  s  why  hi  i  nd  reds 
of  companies  whose  business  runs 
on  wheels  have  turned  to  (IE  Capi- 
tal for  financial  services. 

One  of  our  capital  ideas  paired 
the  fast-growing  East  and  West 
coast  business  of  PenskeTruck 
Leasing  with  the  strengths  of  our 
leasing  operations  in  the  country's 


interior. This  svnerg\  built  a 
nationwide  joint  venture  that  has 
over  55,000  \ehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
ica's railcars  on  the  right  lra(  k, 
too-cuslomers  leasing  tolling 
stock  froiiiGECiapital  Railcar 
Services  are  spared  not  only  the 
capital  investment, but  also  main- 
tenance worries. 

Our  \ehicle  lleet  management 
expertise  gave  us  the  capital  idea 
to  otter  oiu"  c  ( )rp(  )rate  lleet  man- 


ager customers-whether  they 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  tostieamlined 
eni|)l()\ee  expense  leimbui  sement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  by  Capital  ideas  for  inveii- 
tor\  financing, workingcapital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels, chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling 

Not  Just  Capital 
Coital  Ideas. 


Capital  Ideas 
getrdling 

at  (31  Capital 


It  takes  energy  to  make  energy.  From 
our  riggers  and  roughneeks.  From 
our  planners,  our  traders,  our  serv- 
ice station  attendants.  From  38,000 
BPAmerica  employees  in  all.  Their 
energy  has  made  BPAmerica  the 
largest  producer  of  American  oil, 
producing  800,000  barrels  of  oil  a 
day. To  make  the  most  of  our  country's 
energy  resources,  we're  making  the 
most  of  our  human  ones. 


lANgua 
Proiss 


■  3 


It  isn't  just  wlint  yon  know  that  keeps 
you  alicad  in  l)usin('ss.  It's  knowin^i  where 
to  find  what  you  know  —  fast.  And  you'll 
find  it  in  a  i-ar«e  Storage  System  from 
Memorex  Telex. 

Whether  you  need  on-line  access. 


archival  access,  or  something  in  between, 
we'll  tailor  your  IBM  or  compatible 
mainframe  storage  systems  to  deliver 
the  data  you  need  —  when  you  need  it. 
No  exceptions. 

That's  a  lesson  worth  remembering. 


MEMOREX  TELEX 
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KNO  KING  THE  TEETH  OUT 

OF  G  tAMM-RUDMAN:  ROUND  III 


of  the  movie  sequel,  Congress  is  worlcing  on  a 
'  its  own.  Coming  this  fall:  Gramm-Rudman  III, 
d  Congress'  latest  attempt  to  deal  with  the 
jet  nightmare  on  Capitol  Hill, 
amas  go,  the  scenario  leaves  a  bit  to  be  desired, 
een  played  out  repeatedly  in  recent  years.  Con- 
sed  to  cut  the  deficit  to  $64  billion  in  1991  from 
lis  year.  That  will  be  extremely  difficult,  so 

falling  back  on  tried-and-true  stunts, 
•ite  a  new  balanced-budget  script  that  seems  to 
nal  discipline  but,  in  fact,  creates  some  new 

It's  an  old  story,"  says  Stanley  Collender,  bud- 
c  Price  Waterhouse.  "You  can  say 
)r  of  a  balanced  budget  without 
the  cuts  are  going  to  come  from." 
iNE.  The  original  1985  Gramm-Rud- 
ired  budget  balance  by  1991.  Two 
ngress  postponed  the  goal.  Of  late, 
roduced  trick  accounting,  ignored 

political  gamesmanship, 
debate  will  center  on  the  meaning 

budget."  It  will  also  focus  on  the 

trust  fund.  In  the  current  fiscal 
ement  plan's  income,  mainly  from 
will  exceed  expenditures  by  more 
n.  Under  government  accounting, 
)f  that  surplus  reduces  the  reported  "unified 
c.  But  Social  Securitj'  isn't  supposed  to  finance 
perating  budget.  Instead,  1983  legislation  said 
ises  should  be  set  aside  to  pay  the  huge  liabil- 
fund  will  face  after  2010,  when  baby  boomers 

)r  Phil  Gramm  (R-Tex.),  one  of  the  fathers  of 
m,  wants  to  rewrite  the  rules  to  keep  the  pres- 
fter  1993 — when  the  deficit,  including  the  Social 
as,  is  supposed  to  reach  zero.  Starting  in  1994, 
>se  a  new  set  of  goals  aimed  at  balancing  the 
:)cial  Security  surplus.  That  would  mean  a  set  of 


tough  new  deficit-reduction  targets  stretching  out  to  the  end 
of  the  century. 

"It's  bordering  on  the  absurd,"  says  one  House  Democratic 
aide.  "We're  going  to  have  deficit  targets  through  the  millen- 
nium when  we  can't  even  meet  this  year's  goal."  Even  some 
Republicans  are  troubled.  "A  moving  target  is  not  good  for 
fiscal  discipline,"  says  Representative  Bill  Frenzel  (R-Minn.), 
the  senior  GOP  member  of  the  House  Budget  Committee. 
"First  we  need  to  get  to  a  balanced  budget  under  current 
terms." 

The  battle  of  Gramm-Rudman  III  will  be  fought  out  in  late 
October,  when  Congress  must  raise  the  federal  debt  ceiling  or 
face  a  virtual  government  shutdown.  The  fight 
could  very  well  drain  the  last  bit  of  energy  and 
goodwill  from  congressional  and  Bush  Adminis- 
tration budgeteers.  Indeed,  it  may  end  for  this 
year  the  hope  that  Congress  and  the  President 
can  agree  to  a  multiyear  deal  of  raising  taxes  and 
cutting  spending. 

HEADROOM.  In  the  absence  of  a  meaningful  bud- 
get agreement,  tinkering  with  the  rules  may 
prove  attractive,  especially  to  Republicans  who 
want  to  forestall  a  tax  hike.  Many  lawmakers 
hope  that  another  round  of  budget  "reform"  will 
provide  the  political  cover  they  need  to  tiptoe 
away  from  the  goal  of  a  balanced  budget.  Rather 
than  impose  a  new  set  of  targets  beginning  in  1994,  they  want 
to  rewrite  them  starting  next  year.  And  instead  of  just  exclud- 
ing the  surplus,  they  would  build  an  additional  fudge  factor. 
For  example,  the  current  deficit  target  for  fiscal  1991  is  $64 
billion.  If  you  take  out  the  Social  Security  balance,  the  goal 
would  be  $139  billion.  Hardly  anyone  will  notice  if  Congress 
adds  an  additional  $10  billion  or  so  to  the  ceiling. 

Sounds  like  a  shell  game — and  it  is.  But  if  Congress'  annual 
budget  dramas  have  clearly  demonstrated  anything,  it's  that 
lawmakers  find  it  a  lot  easier  to  trim  the  law  than  trim  the 
deficit. 

By  Howard  Gleckman  and  Douglas  Harbrecht 
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is  and  Democrats  on  Capi- 
re  planning  a  major  esca- 
•esident  Bush's  war  on 
suggested  $717  million  in 
bove  funding  already  pro- 
mt could  double  or  triple 
lakers  are  done.  "This 

a  major  spending  pro- 
House  Republican  Policy 
hairman  Mickey  Edwards 
it  Where's  the  money  to 

Although  he's  been  a 
axer,  Edwards  says  he's 
0  an  increase  in  cigarette 
excises.  Democrats  are 
:  a  temporary  mcome  tax 


surcharge.  Senate  Minority  Leader 
Bob  Dole  (R-Kan.)  favors  increased 
spending,  but  wants  to  offset  it  with 
across-the-board  cuts  in  other  outlays. 

POLITICS  

Although  Representative  Barney 
Frank  (D-Mass.)  remains  popular 
at  home,  his  relationship  with  a  gay 
prostitute  could  still  cause  him  elector- 
al problems.  His  state  is  expected  to 
lose  a  seat  in  the  post-1990  reapportion- 
ment. State  Democrats  are  beginning 
to  mull  a  plan  that  would  force  Frank 
and  fellow  Democrat  Gerry  E.  Studds 
to  run  in  the  same  district  in  1992. 
Frank  and  Studds  are  the  only  two 
avowedly  gay  members  of  Congress. 


DEFENSE 


s  the  Pentagon  works  on  its  fiscal 
#^1991  budget,  the  next  megabucks 
project  that  could  be  in  trouble  is  Mc- 
Donnell Douglas  Corp.'s  C-17  transport 
plane.  The  project's  cost  has  soared  to 
$37.5  billion,  $3  billion  over  previous 
estimates.  Furthermore,  delays,  caused 
in  part  by  prior  budget  cuts,  have 
pushed  the  plane  behind  schedule.  But 
one  factor  is  working  in  the  C-17's  fa- 
vor. David  S.  C.  Chu,  Assistant  Secre- 
tary for  program  analysis  and  evalua- 
tion, who  persuaded  Defense  Secretary 
Richard  B.  Cheney  to  propose  killing 
other  high-profile  projects  earlier  this 
year,  is  a  big  supporter  of  the  plane. 
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II  isn't  just  what  you  know  that  keeps 
you  ahead  in  business.  It's  know  in;4  where 
to  find  what  you  know  —  fast.  And  you'll 
find  it  in  a  Large  Stora^ie  System  from 
Memorex  Telex. 

Whether  you  need  on-line  access, 


archival  access,  or  something  in  between, 
we  ll  tailor  your  IBM  or  compatible 
mainframe  storage  systems  to  deliver 
the  data  you  need  —  when  you  need  it. 
No  exceptions. 

That's  a  lesson  worth  remembering. 


MEMOREX  TELEX 
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[NOCKING  THE  TEETH  OUT 

IF  GRAMM-RUDMAN:  ROUND  III 


In  this  year  of  the  movie  sequel,  Congress  is  working  on  a 
potboiler  of  its  own.  Coming  this  fall:  Gramm-Rudman  III, 
a  frustrated  Congress'  latest  attempt  to  deal  with  the 
;urring  budget  nightmare  on  Capitol  Hill. 
A.S  action  dramas  go,  the  scenario  leaves  a  bit  to  be  desired, 
e  plot  has  been  played  out  repeatedly  in  recent  years.  Con- 
2SS  is  supposed  to  cut  the  deficit  to  $64  billion  in  1991  from 
55  billion  this  year.  That  will  be  extremely  difficult,  so 
vmakers  are  falling  back  on  tried-and-true  stunts, 
rhey  will  write  a  new  balanced-budget  script  that  seems  to 
pose  additional  discipline  but,  in  fact,  creates  some  new 
ggle  room.  "It's  an  old  story,"  says  Stanley  Collender,  bud- 
t  analyst  for  Price  Waterhouse.  "You  can  say 
u're  in  favor  of  a  balanced  budget  without 
^ring  where  the  cuts  are  going  to  come  from." 
UBLE  DEADLINE.  The  Original  1985  Gramm-Rud- 
Ln  Act  required  budget  balance  by  1991.  Twi* 
irs  later,  Congress  postponed  the  goal.  Of  late, 
i  law  has  produced  trick  accounting,  ignored 
idlines,  and  political  gamesmanship, 
rhis  year's  debate  will  center  on  the  meaning 
a  "balanced  budget."  It  will  also  focus  on  the 
cial  Security  trust  fund.  In  the  current  fiscal 
ar,  the  retirement  plan's  income,  mainly  from 
yroW  taxes,  will  exceed  expenditures  by  more 
m  $54  billion.  Under  government  accounting, 
sry  penny  of  that  surplus  reduces  the  reported  "unified 
dget"  deficit.  But  Social  Security  isn't  supposed  to  finance 
;  nation's  operating  budget.  Instead,  1983  legislation  said 
it  the  surpluses  should  be  set  aside  to  pay  the  huge  liabil- 
;s  the  trust  fund  will  face  after  2010,  when  baby  boomers 
irt  to  retire. 

Mow,  Senator  Phil  Gramm  (R-Tex.),  one  of  the  fathers  of 
amm-Rudman,  wants  to  rewrite  the  rules  to  keep  the  pres- 
re  on  even  after  1993 — when  the  deficit,  including  the  Social 
curity  surplus,  is  supposed  to  reach  zero.  Starting  in  1994, 
would  impose  a  new  set  of  goals  aimed  at  balancing  the 
dget  sans  Social  Security  surplus.  That  would  mean  a  set  of 


tough  new  deficit-reduction  targets  stretching  out  to  the  end 
of  the  century. 

"It's  bordering  on  the  absurd,"  says  one  House  Democratic 
aide.  "We're  going  to  have  deficit  targets  through  the  millen- 
nium when  we  can't  even  meet  this  year's  goal."  Even  some 
Republicans  are  troubled.  "A  moving  target  is  not  good  for 
fiscal  discipline,"  says  Representative  Bill  Frenzel  (R-Minn.), 
the  senior  GOP  member  of  the  House  Budget  Committee. 
"First  we  need  to  get  to  a  balanced  budget  under  current 
terms." 

The  battle  of  Gramm-Rudman  III  will  be  fought  out  in  late 
October,  when  Congress  must  raise  the  federal  debt  ceiling  or 
face  a  virtual  government  shutdown.  The  fight 
could  very  well  drain  the  last  bit  of  energy  and 
goodwill  from  congressional  and  Bush  Adminis- 
tration budgeteers.  Indeed,  it  may  end  for  this 
year  the  hope  that  Congress  and  the  President 
can  agree  to  a  multiyear  deal  of  raising  taxes  and 
cutting  spending. 

HEADROOM.  In  the  absence  of  a  meaningful  bud- 
get agreement,  tinkering  with  the  rules  may 
prove  attractive,  especially  to  Republicans  who 
want  to  forestall  a  tax  hike.  Many  lawmakers 
hope  that  another  round  of  budget  "reform"  will 
provide  the  political  cover  they  need  to  tiptoe 
away  from  the  goal  of  a  balanced  budget.  Rather 
than  impose  a  new  set  of  targets  beginning  in  1994,  they  want 
to  rewrite  them  starting  next  year.  And  instead  of  just  exclud- 
ing the  surplus,  they  would  build  an  additional  fudge  factor. 
For  example,  the  current  deficit  target  for  fiscal  1991  is  $64 
billion.  If  you  take  out  the  Social  Security  balance,  the  goal 
would  be  $139  billion.  Hardly  anyone  will  notice  if  Congress 
adds  an  additional  $10  billion  or  so  to  the  ceiling. 

Sounds  like  a  shell  game — and  it  is.  But  if  Congress'  annual 
budget  dramas  have  clearly  demonstrated  anything,  it's  that 
lawmakers  find  it  a  lot  easier  to  trim  the  law  than  trim  the 
deficit. 

By  Howard  Gleckman  and  Douglas  Harbrecht 
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RUGS 


Republicans  and  Democrats  on  Capi- 
l%tol  Hill  are  planning  a  major  esca- 
ition  of  President  Bush's  war  on 
rugs.  Bush  suggested  $717  million  in 
ew  money  above  funding  already  pro- 
osed.  But  that  could  double  or  triple 
efore  lawmakers  are  done.  "This 
ught  to  be  a  major  spending  pro- 
ram,"  says  House  Republican  Policy 
Committee  Chairman  Mickey  Edwards 
il-Okla.).  But  Where's  the  money  to 
ome  from?  Although  he's  been  a 
taunch  antitaxer,  Edwards  says  he's 
favorable"  to  an  increase  in  cigarette 
nd  alcohol  excises.  Democrats  are 
liking  about  a  temporary  income  tax 


surcharge.  Senate  Minority  Leader 
Bob  Dole  (R-Kan.)  favors  increased 
spending,  but  wants  to  offset  it  with 
across-the-board  cuts  in  other  outlays. 

POLITICS  

Although  Representative  Barney 
Frank  (D-Mass.)  remains  popular 
at  home,  his  relationship  with  a  gay 
prostitute  could  still  cause  him  elector- 
al problems.  His  state  is  expected  to 
lose  a  seat  in  the  post-1990  reapportion- 
ment. State  Democrats  are  beginning 
to  mull  a  plan  that  would  force  Frank 
and  fellow  Democrat  Gerrj'  E.  Studds 
to  run  in  the  same  district  in  1992. 
Frank  and  Studds  are  the  only  two 
avowedly  gay  members  of  Congress. 


DEFENSE 


As  the  Pentagon  works  on  its  fiscal 
1991  budget,  the  next  megabucks 
project  that  could  be  in  trouble  is  Mc- 
Donnell Douglas  Corp.'s  C-17  transport 
plane.  The  project's  cost  has  soared  to 
$37.5  billion,  $3  billion  over  previous 
estimates.  Furthermore,  delays,  caused 
in  part  by  prior  budget  cuts,  have 
pushed  the  plane  behind  schedule.  But 
one  factor  is  working  in  the  C-17's  fa- 
vor. David  S.  C.  Chu,  Assistant  Secre- 
tary for  program  analysis  and  evalua- 
tion, who  persuaded  Defense  Secretary 
Richard  B.  Cheney  to  propose  killing 
other  high-profile  projects  earlier  this 
year,  is  a  big  supporter  of  the  plane. 
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Until  Now, 

Laser  Printing  has  Been  Out  of  Reach  for 
Many  People  in  Business. 


conthTue         manual  special  on  line 


P  LaserJet  II  is  a  registered  trademark  of  Hewlett-Pacliard.  Epson  is  a  registered  tradeinark  of  Seiko  Epson  Corporation  Epson  Amerifa.  Ini  ,27811 1.omita  Blvd, Torrance.  (  A  'III 
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With  the  new,  affordable 
EPL-6000 from  Epson,  more  businesses 
will  be  looking  better  on  paper. 


Opting  for  the  quality  of  a  laser  printer  has  Just  become 
decidedly  easier.  Introducing  the  EPL-6000  laser  printer 
from  Epson' 

Coming  from  the  company  with  the  longest  running 
success  in  the  printer  business,  reliability  is  a  given.  What's 
more,  the  new  EPL-6000  is  compatible  with  application  software 
written  for  HP  LaserJet  IL'^ 


As  for  value,  this  new  Epson  combines  solid,  businesslike 
performance  with  a  price  that  is  as  attractive  as  the  printing.  In 
fact,  for  quality,  reliability  and  value  in  a  laser  printer,  you  could 
say  Epson  has  the  solution  well  in  hand. 


EPSON 


WHEN  YOU'VE  GOT  AN  EPSON. 
YOU'VE  GOTA  LOT  OF  COMPANY. 
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ARGENTINA  I 


CAN  BUSINESS  SAVE 
ARGENTINA? 
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President  Menem  is  using  multinational  Bunge  &  Bom's  blueprint  for  fixing  the  economy 


With  hyperinflation  accelerating 
and  his  currency  collapsing, 
Argentine  President  Carlos 
Menem  took  office  on  July  8  in  the  midst 
of  an  economic  crisis.  Six  days  later,  an- 
other disaster  struck.  A  heart  attack 
killed  Economy  Minister  Miguel  Roig, 
Menem's  personal  choice  to  rescue  his 
nation  from  chaos.  Menem  reacted  by 
summoning  Jorge  Born  III,  the  Argen- 
tine president  of  Bunge  &  Born,  a  fam- 
ily-owned, multinational  conglomerate 
with  sales  of  around  $15  billion  based  in 
Sao  Paulo,  Brazil.  As  Roig's  former 
boss,  Born's  job  was  to  find  a 
new  economy  minister  quickly. 
He  flew  by  Learjet  from  his 
45,000-acre  ranch  northwest  of 
Buenos  Aires  to  confer  with 
Menem  in  the  Casa  Rosada,  Ar- 
gentina's presidential  palace. 

The  result  was  an  announce- 
ment by  Menem  that  Nestor  Ra- 
panelli,  Bunge  &  Born's  Argen- 
tine chief,  would  now  step  into 
the  vacant  slot.  His  job  was  to 
carry  out  the  "Bunge  &  Born 
plan,"  a  strategy  for  shifting  Ar- 
gentina from  disastrous  state  in- 
tervention and  protectionism  to  a 
market-driven  economy.  The  plan 
is  based  on  an  econometric  model 


of  Argentina  devised  by  a  Bunge  & 
Born  think  tank  whose  Argentine  direc- 
tor, Orlando  Ferreres,  is  now  number 
two  in  the  economics  ministry. 

So  it  goes  with  one  of  the  world's 
most  powerful  and  secretive  conglomer- 
ates. Rarely  has  a  private  company 
played  such  a  key  role  in  managing  a 
national  economy,  and  it  is  even  more 
extraordinary  for  a  reclusive  commodity 
trader  such  as  Bunge  &  Born  to  move 
into  a  controversial  public  arena.  Only  in 
the  last  few  weeks,  when  Born  gave 
interviews  to  BUSINESS  WEEK  and  two 


JORGE  BORN:  "WE 
AGREE  100%  WITH 
...MR.  MENEM..." 


Brazilian  publications,  has  the  group 
been  willing  to  break  its  long  silence.  "I 
can't  believe  we  are  telling  you  all  this," 
says  a  senior  manager  of  the  group. 

Born  is  breaking  a  tradition  because  it 
is  a  crucial  moment  for  the  region.  He 
believes  that  if  Argentina  can  be  saved, 
Latin  leaders  who  favor  free  markets, 
such  as  those  in  Mexico,  Venezuela,  and 
Chile,  will  become  examples  for  other 
politicians.  "We  are  forecasting  that 
Brazil  and  Peru  will  do  likewise  in  the 
next  elections,"  Born  says. 
Born's  decision  to  move  his  companyjyes' 
into  a  more  active  public  role 
also  fits  his  strategy  for  shifting 
the  group  away  from  commodity 
trading  into  a  wide  spectrum  of 
more  visible  activities,  from  real 
estate  to  retailing  (tables).  Such 
businesses  may  also  involve|(ji 
more  joint  ventures  with  other 
companies,  such  as  those  in  Bra 
zil  with  Dow  Chemical  Co.  and 
Japan's  Dainippon. 
UNMARKED  BUILDING.  The  result 
seems  likely  to  be  more  exposure  ^^f( 
for  the  handful  of  top  family-con- 
nected executives — most  trained 
at  the  University  of  Pennsylva- 
nia's Wharton  School  (box,  page 
48).  This  small  group  runs  more 
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The  biggest  shareholders  in  Bunge  &  Born 


A  steering  committee,  led  by  family  members, 
runs  the  group  from  Sao  Paulo 


Members 

Nationality 

JORGE  BORN  ill  -  President 

Argentine 

OQAVIO  CARABALLO 

Argentine 

JUAN  C.  BORN 

Argentine 

BERNARD  DE  LA  TOUR  D'AUVERGNE 

French 

ALEXANDER  NEISH 

British 

Family 

Principal  location  1 

BORN 

Brazil  &  Argentina 

HIRSCH 

Spain 

DE  LA  TOUR  D'AUVERGNE  LAURAGUAIS 

France  &  Brazil 
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m  170  affiliates  from  a  lOth-floor 
adquarters  in  an  unmarked  building 
Sao  Paulo's  Avenida  Faria  Lima.  Be- 
es Jorge  Bom,  55,  who  took  over  as 
ei  executive  two  years  ago,  the  steer- 
f  committee  includes  his  54-year-old 
)ther  Juan,  who  was  kidnapped  with 
n  in  1974  and  held  for  ransom  in  Ar- 
ntina,  where  the  group's  headquarters 
,s  then  located.  The  family  paid  $60 
llion  to  win  their  release. 
Dthers  with  family  links  are  Argen- 
e  Octavio  Caraballo,  45,  a  member  of 
!  shareholding  Hirsch  clan,  and  Ber- 
rd  de  la  Tour  d'Auvergne  Lauraguais, 

0  45,  whose  forebears  once  ruled  part 
southern  France.  The  one  nonfamily 
nmittee  member  is  a  Scot,  Alexander 
ish,  50,  who  was  brought  in  as  the 
)up's  chief  financial  officer  in  1987. 
rhe  company's  affairs  are  still  hardly 
open  book.  Nevertheless,  Bom  is  now 
)Vting  a  glimpse  into  one  of  the 
rld's  biggest  privately  owned  busi- 
>ses  and  the  only  full-blown  multina- 
nal  based  in  Latin  America,  with  more 
in  50,000  employees  worldwide.  Its 
ucture  bears  little  resemblance  to  a 
S.-style  corporate  pyramid  with  a  par- 
;  company  owning  or  controlling  sub- 
iaries.  The  Bunge  &  Bora  group  has 
single  parent.  Instead,  the  10  family 
ners  hold  shares  in  each  affiliate, 
ey  are  direct  shareholders  in  Bunge  & 
m,  the  original  Argentine  company 

up  by  Belgian  traders  Ernest  Bunge 

1  George  Bom,  and  indirect  share 
ders  in  others  through  a  network  of 
ding  companies  in  Liechtenstein,  Pan- 
a,  and  other  locations.  Besides  the 
ms,  the  dominant  shareholding  fam- 
s  are  descendants  of  Alfred  Hirsch,  a 
rman  who  became  a  partner  in  1897, 
1  of  Charles  de  la  Tour  d'Auvergne 
uraguais,  who  married  into  the  family 

an  early  shareholder.  Members  of 
'en  lesser  shareholding  families  live 
stly  in  Belgium. 

rhe  holding  company  for  the  group's 


U.  S.  arm,  Bunge  Corp.,  is  Koninklijke 
Bunge,  a  Dutch  company  founded  in 
Amsterdam  in  1817  and  the  forerunner 
of  the  modern-day  group.  Bunge  Corp.  is 
a  leading  commodity  trader  and  food 
processor,  while  117  Brazilian  affiliates 
are  in  everything  from  textiles  to  com- 
puter manufacturing  and  banking.  Other 
operations  stretch  from  Western  Europe 
to  Australia,  where  the  group  is  rapidly 
diversifying. 

After  World  War  II,  dictator  Juan  D. 
Peron  made  grain  exporting  a  govera- 
ment  monopoly  in  Argentina.  He  picked 
Bunge  &  Born  as  a  target  of  his  populist 
policies,  aimed  at  spurring  local  manu- 
facturing at  the  expense  of  commodity 
exports.  Even  so,  with  40  Argentine  af- 
filiates, Bunge  &  Bom's  most  diversified 
base  outside  Brazil  is  in  Argentina. 
SPURNED  OFFERING.  For  the  past  10 
years.  Bom  says,  the  company  has  been 
offering  its  blueprint  for  economic  re- 
covery to  every  Argentine  government, 
civiHan  and  military.  But  the  overture 
was  rebuffed  "until  Menem  showed  up," 
Born  says.  "He  realized  we  had  some- 
thing." "The  plan's  initial  aim  is  to  curb 
inflation  without  triggering  a  recession 
or  large-scale  unemployment — a  strate- 
gy worked  out  with  advice  from 
Wharton's  Nobel  prize-winning 
economist,  Lawrence  R.  Klein. 

Bunge  &  Bom  has  an  ob- 
vious business  stake  in 
these  developments.  In 
Argentina,  it  bought  a 
state-run  petrochemi- 
cal company  that  Raiil 
Alfonsin,  Menem's 
predecessor,  had  pri- 
vatized, and  Born 
says  he  will  "take  a 
look"  at  other  com- 
panies that  Menem 
plans  to  sell  off. 
But  economist 
Klein,   for  one, 
sees  a  broader 


public  motive  of  helping  halt  Argenti- 
na's, and  the  region's,  downward  spiral. 
"He  is  saying,  'this  is  no  way  for  a  coun- 
try to  live,'  "  Klein  says. 

To  ease  Argentina's  political  conflicts, 
Born  recently  called  for  a  broad  amnes- 
ty, not  only  for  Argentine  military  offi- 
cers convicted  of  crimes  committed  dur- 
ing the  1970s  "dirty  war"  against 
subversives  but  also  for  leftists  such  as 
the  now-imprisoned  Mario  Firmenich, 
who  led  the  Bom  brothers'  captors.  "If 
it's  needed  to  pacify  the  country,"  Born 
says,  "let's  get  these  guys  out  of  jail 
and  get  back  to  work." 

Even  if  Argentina  recovers  economi- 
cally, it  is  unlikely  to  regain  the  impor- 


BRAZIL 


117  Bunge  &  Bom  companies, 

including: 

SANBRA 

Foods 

QUIMBRASIL 

Fertilizers 

VERA  CRUZ 

Insurance 

SEGURAOA 

LUBECA 

Real  estate 

PROCEDA 

Computers,  data 

TECN0L06IA 

processing 

ARGENTINA 


40  Bunge  &  Born  companies, 

including: 

MOLINOS 

Foods 

RIO  DE  LA  PUTA 

ALBA 

Paints 

GRAFA 

Textiles 

COMPANIA 

Petrochemicals 

QUIMICA 

ENVASES 

Containers, 

CENTENERA 

packaging 

UNITED  STATES 


INGE  &  BORK  IS  DIVERSIFYING  INTO  AGIVITIES 
!0M  COMPUTERS  TO  RETAILING 


Bunge  &  Bom  subsidiaries  trade  com- 
modities in  Paris,  Bmssels,  Rotter- 
dam, London,  and  Madrid.  Some  other 
affiliates  also  process  basic  foods 


BRITAIN 

Kenneth  Wilson 

Cereals 

Holdings  Ltd. 

SPAIN 

Aceterias  Reunidas 

Edible  oils 

Duraval 

Paints 

VENEZUELA 

Gramoven 

Milling 

PERU 

Santa  Rosa 

Milling 

Oleaginosa 

Eklible  oils 

del  Peru 

Bunge  Corp.  is  the  third  or  fourth-biggest 
U.S.  grain  trader  behind  No.  1  Cargill  and 
No.  2  Continental  Grain,  rivaling  Archer- 
Daniels-Midland.  It  has  been  moving  into 
products  such  as  cake  mixes  and  ingredi- 
ents for  dairies  and  bakeries 


AUSTRALIA 


(NATIONAL  BUSINESS 


Affiliates  trade  commodities,  mill  flour, 
process  meats,  bake  and  retail  bread, 
manufacture  textiles  and  garments,  and 
operate  a  60-store  casual  clothing  chain. 
Bunge  Australia,  with  offices  in  Tokyo 
and  Hong  Kong,  is  spearheading  the 
group's  plans  to  move  into  Asia 
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tance  it  once  had  for  the  compa- 
ny. Right  now,  Bunge  &  Born  is 
using  its  Australian  operations 
as  a  springboard  for  planned 
moves  into  Asia.  "We  are  look- 
ing to  take  our  core  business  to 
where  a  large  part  of  the  world's 
population  is,"  says  Born,  who 
now  is  considering  building  a 
flour  mill  in  China. 
AIR  TAXIS.  In  Brazil,  Bunge  & 
Bom's  vast  range  of  businesses, 
from  insurance  to  air  taxis,  gives 
it  some  of  the  advantages  of  a 
zaibatsu.  Like  such  Japanese 
groups,  it  has  spun  off  opera- 
tions in  banking,  real  estate,  and 
data  processing,  that  had  been 
set  up  initially  to  provide  in- 
house  services  to  group  members. 

Such  diversification  is  impossible  in 
mature,  fiercely  competitive  markets 
such  as  the  U.  S.  But  the  group  needs  to 
stay  strong  in  both  the  U.  S.  and  West- 
ern Europe,  Born  says,  in  order  to  bring 
knowhow  from  these  markets  back  to 
other  countries  such  as  Brazil. 

To  achieve  these  goals,  Bunge  &  Born 
allows  considerable  autonomy  to  manag- 
ers in  each  country — partly  because  the 
group  lacks  a  vertical  structure  of  par- 
ent and  subsidiaries.  That  is  why  compa- 
nies belonging  to  the  group  are  called 
affiliates  instead.  Although  Jorge  Born 
is  president  of  Bunge  &  Born  in  Argenti- 


BORN  KIDNAPPED:  A  $60  MIUION  RANSOM  WAS  PAID  IN 


na,  his  Sao  Paulo  steering  committee  for 
the  entire  group  wields  its  authority  as 
representative  of  the  shareholding  fam- 
ilies, not  as  a  body  with  formal 
corporate  power  over  worldwide  opera- 
tions. "We  don't  have  many  layers"  of 
management.  Born  says.  "We  keep  it 
very  thin." 

PRIVATIZATION.  To  take  the  pulse  of  mar- 
kets, Bunge  &  Born  relies  extensively  on 
opinion  polls,  and  Born  says  that  these 
days  in  polls  taken  in  Latin  America, 
"we  are  seeing  a  very  strong  trend  [in 
favor  of]  privatization." 

For  both  Born  and  Argentina's 
Menem,  however,  there  are  risks  as  well 


as  paradoxes  in  the  alliance  they 
have  forged.  Menem,  59,  the  for- 
mer governor  of  Argentina's  La 
Rioja  Province,  is  a  Peronist — as 
were  the  Boms'  Montonero  kid- 
nappers. Although  the  sprawling 
Peronist  movement  ranges  from 
conservative  Catholics  to  radical 
Marxists,  Menem  and  Bunge  & 
Born  could  face  resistance,  or 
even  a  backlash,  from  powerful) 
groups:  Peronist  labor  unions! 
and  industrialists  who  still  bene^ 
fit  from  the  system  of  protection- 
ism and  subsidies  that  Peron  cre- 
ated. "It  was  difficult  in  the  past 
to  come  out  in  public  and  say  we  i 
didn't  agree  with  the  govern-  ' 
ment,"  says  Bom,  but  today, 
"we  feel  both  in  Argentina  and  [in  Bra- 
zil] that  they  will  be  calling  upon  us,  and 
we  will  be  working  together." 

After  decades  of  state  intervention, 
Latin  American  countries  are  among  the 
last  to  return  to  the  market  and  to  pri- 
vate enterprise  to  overcome  their  eco- 
nomic ills.  Deep-rooted  suspicion  of  mul- 
tinational companies  is  less  widespread 
today  but  still  present.  Now,  the  biggest 
homegrown  multinational  is  out  to  test 
how  far  it  can  go. 

By  Jeffrey  Ryser  in  Sao  Paulo  and  Rick 
ard  Kessler  in  Buenos  Aires,  vnth  John 
Pearson  and  Stanley  Reed  in  New  York, 
and  bureau  reports 


WHARTON:  THE  BORNS'  LITTLE  RED  SCHOOLHOUSE 


When  Jorge  Born  III  and  his 
younger  brother  Juan  were 
growing  up  in  Buenos  Aires 
in  the  1950s,  they  were  expected  to  at- 
tend college  and  then  work  in  the  family 
business.  They  chose  the  University  of 
Pennsylvania's  Whar- 
ton School  for  their  un- 
dergraduate business 
studies,  classes  of  1955 
and  1956.  That  choice 
by  two  schoolboys,  and 
the  links  that  were  sub- 
sequently forged  be- 
tween Bunge  &  Born, 
now  based  in  Sao  Pau- 
lo, Brazil,  and  Wharton, 
are  leading  to  some  ma- 
jor changes  in  economic 
policy  in  Latin  America. 

If  young  family 
members  "show  any  in- 
terest in  working  for 
the  group,  they  are 
first  packed  off  to 
Wharton,"  says  a  Bom 
in-law    who  studied 


MENEM:  FOLLOWING  THE  BORNS< 
FREE-MARKET  BLUEPRINT 


there.  For  example,  Jorge  Bora  IV  and 
Pablo  Bom,  sons  of  Jorge  III  and  Juan, 
respectively,  graduated  from  Wharton  in 
1983  and  1984,  while  Bernard  de  la  Tour 
d'Auvergne  Lauraguais,  a  Bunge  & 
Bom  steering  committee  member,  took 
an  MBA  at  Wharton  in 
1970.  A  group  of  some 
30  Wharton  alumni  of- 
ten gathers  at  Finne- 
gan's  Pub,  near  Bunge 
&  Born  headquarters. 
MODELERS.  Applying 
what  they  leamed  at 
Wharton,  the  Boms  set 
up  a  unit  called  Serfina 
to  provide  the  group 
with  control,  auditing, 
and  strategic-planning 
services.  It  also  mns 
econometric  models  of 
Argentina,  Brazil,  and 
Pem  and  produces  and 
sells  forecasts.  Using 
the  Argentine  model, 
Serfina  worked  out  its 
controversial  free-mar- 


ket blueprint  for  reshaping  the  economy 
that  President  Carlos  Menem  is  now  fol- 
lowing. Advising  him  is  economics  coor- 
dinator Orlando  Ferreres,  the  former 
head  of  Serfina's  Argentine  unit  and,  of 
course,  a  Wharton  grad. 

Wharton  Economics  Professor  Law- 
rence R.  Klein,  a  Nobel  laureate,  coached 
Serfina  on  its  modeling.  He  says  it  is 
"state-of-the-art"  for  developing  coun- 
tries. Two  years  ago,  at  the  behest  of  the 
Boras,  Klein  conducted  a  series  of  con- 
ferences in  Brazil  in  hopes  of  exerting 
influence  on  economic  thinking.  Few  Lat- 
in Americans  paid  any  attention,  Klein 
recalls,  "but  for  some  reason,  Menem 
listened." 

Economic  policies  of  other  Latin  coun- 
tries have  been  identified  with  U.  S. 
schools  and  academics:  Chile  with  econo- 
mist Milton  Friedman  and  the  University 
of  Chicago  in  the  1970s  and  Bolivia  with 
Harvard  University's  Jeffrey  Sachs  since 
1986.  Now,  Wharton's  prestige  is  riding 
on  the  performance  of  the  Argentine 
economy — as  is  Bunge  &  Bom's. 

By  Jeffrey  Ryser  in  Sao  Paulo 
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WEST  GERMANY  I 


WELCOME,  EAST  BlOC  REFUGEES! 
WEIL  SORT  OF . . . 


Some  host  nations  have  mixed  feelings  about  the  flood  of  jobseekers 


On  the  first  weekend  in  Septem- 
ber, 5,000  East  Germans  huddled 
in  tent  cities  near  Budapest. 
Tired  and  anxious,  the  runaways  were 
also  exultant  as  they  waited  for  exit  per- 
mits. "It's  our  last  chance,"  says  An- 
dreas Kallweilt,  a  24-year-old  carpenter 
who  arrived  at  Csilleberg  Camp  from 
Dresden.  Foreign  policy  pundits  may  be- 
lieve the  cold  war  is  over,  but  at  places 
such  as  Csilleberg,  the  fear  is  that  the 
Iron  Curtain  could  close  again  at  any 
time.  So  the  biggest  rush  to  the  West 
since  the  Berlin  Wall 
went  up  in  1961  is  on. 

The  outpouring  is  be- 
ginning to  send  political 
and  economic  shock 
waves  across  the  conti- 
nent. Since  January, 
some  320,000  migrants 
from  all  over  Eastern 
Europe  have  made  it  to 
West  Germany,  and 
their  number  could 
swell  to  480,000  by 
yearend.  But  West  Ger- 
many gets  only  three- 
fourths  of  the  immi- 
grants. Across  the 
European  Community, 
immigrant  populations 
are  up  sharply.  With 
loose  border  controls 
now  and  plans  to  open 
all  borders  within  the  EC  by  1992,  alarm 
is  growing  that  West  Germany's  flood 
will  inundate  such  neighbors  as  France 
and  Italy.  "There  could  be  serious  politi- 
cal conflicts  between  EC  countries," 
warns  Italian  Foreign  Minister  Gianni 
De  Michelis. 

FUDGED  FIGURES.  Mainstream  politicians, 
government  officials,  and  economists, 
though,  are  upbeat  about  the  surge  of 
immigration.  They  see  it  as  a  means  of 
sustaining  and  revitalizing  Western  Eu- 
rope's economies.  "These  immigrants 
are  necessary  to  maintain  economic 
growth,"  says  Heinrich  Franke,  head  of 
Germany's  Federal  Labor  Office.  "In  the 
long  run,  we  need  human  resources," 
agrees  Italy's  De  Michelis. 

But  in  the  short  run,  there  are  prob- 
lems. Italy's  rickety  bureaucracy  is  be- 
ing overwhelmed  by  an  influx  of  illegals. 
Poles  and  Yugoslavs,  increasingly  re- 
buffed by  Bonn,  now  head  straight  for 


Rome.  Officially,  only  38,000  of  them  are 
in  Italy.  But  government  workers  admit 
there  are  probably  180,000,  plus  15,000 
Soviet  Jews  instead  of  the  2,500  listed. 

Even  West  Germany,  with  a  well-oiled 
machine  for  dispersing  newcomers 
quickly  throughout  the  country,  is  reel- 
ing. Along  with  the  East  Europeans, 
50,000  other  immigrants  are  expected. 
With  1.9  million,  or  7.5%,  of  the  West 
German  labor  force  still  out  of  work, 
and  with  acute  housing  shortages  in  cit- 
ies such  as  West  Berlin  and  Frankfurt, 


the  East  Europeans  are  targets  for  Ger- 
man nationalists. 

Yet  there  is  growing  opinion  favoring 
migrants,  too.  Western  Europe's  popula- 
tion is  stagnant  and  aging  fast.  West 
Germany  is  forecast  to  lose  10%  of  its  61 
million  population  in  the  next  30  years. 
For  employers,  the  new  migrants  are  a 
godsend.  "They  are  the  children  we  nev- 
er had,"  says  Norbert  Walter,  Deutsche 
Bank's  chief  economist.  Half  the  immi- 
grants have  craft  skills.  "In  these 
trades,  the  immigrants  don't  take  any 


The  immigrants'  skills  are 
needed,  and  they  work  cheap. 
To  employers,  the  flood  could 
be  a  godsend  in  the  long  run 


jobs  away — they  make  it  possible  to  fill 
empty  posts,"  says  Horst  Waffen 
Schmidt,  a  senior  official  at  Germany's 
Interior  Ministry.  This  year  alone,  Ger- 
man employers  have  200,000  apprentice 
slots  vacant.  And  construction  compa- 
nies as  well  as  restaurants  and  hotels 
are  desperate  for  manpower.  That  en 
sures  immigrants  don't  become  welfare 
bums.  Economists  predict  the  newcom- 
ers will  be  the  next  big  consumers  of 
televisions,  washing  machines,  and  cars 
QUICK  STUDIES.  In  Nuremberg,  for  ex- 
ample, the  East  Germans  who  have 
poured  over  the  nearby  Austrian  border 
this  summer  are  already  at  work.  "They 
are  the  only  reliable  hires  we  can  find 
for  jobs  like  driving  forklift  trucks,' 
says  a  personnel  officer  at  a  huge  AEG 
appliance  plant.  "To  begin  vdth,  they  are 
like  men  from  Mars — everything  is 
strange  to  them,"  says  Josef  Gierlich 
owner  of  a  plastics  plant  near  Koblenz 
on  the  Rhine.  But  10  oi 
the  40  employees  on  his 
payroll  are  East  Euro- 
pean immigrants,  and 
after  a  year,  he  says 
they  are  as  productive 
as  local  hires — and  as 
tough-minded  about  pay 
and  conditions. 

Initially,  the  migrants 
cost  the  state  a  bundle. 
Dresdner  Bank  econo- 
mists estimate  that  the 
minimum  bill  to  West 
Germany  will  be  $5.9 
billion  for  language  les- 
sons, retraining,  and 
emergency  housing  pro- 
grams over  three  years 
"That's  a  short-term 
budgetary  problem,"  ar- 
gues economist  Walter 
"The  important  thing  is  the  dynamism 
that  immigrants  bring  to  the  economy 
and  society  at  large." 

In  the  more  structured  economies  of 
northern  Europe  such  as  West  Germa- 
ny's, that  energy  may  soon  be  generat 
ing  revenue  from  social  security  and  in- 
come taxes,  eventually  more  than 
repaying  the  outlays  on  the  immigrants 
Even  so.  West  German  politicians  and 
their  counterparts  in  the  rest  of  Europe 
are  making  little  headway  in  convincing 
voters  of  the  long-run  value  of  the  immi- 
grants. If  they  can't  change  minds  soon, 
while  EC  economies  are  still  growing  at  a 
3%  clip,  there  is  little  hope  they  will  suc- 
ceed when  the  inevitable  slowdown 
comes.  In  that  case,  Western  Europeans 
may  well  blow  a  great  chance  to  avoid 
economic  old  age. 

By  John  Templeman  in  Bonn,  vnth  John 
Rossant  in  Rome,  Gail  Sckares  in  Buda- 
pest, and  bureau  reports 
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SWEDEN  I 


FORD  IS  KICKING 
SAAB'S  TIRES 


A  team-up  could  forge  a  powerful  global  auto-and-truck  combine 


For  nearly  five  years,  Ford  Motor 
Co.  has  been  searching  for  a  big, 
classy  European  partner  to  add  piz- 
zazz to  its  solidly  profitable  but  often 
plain  auto  lineup.  But  each  time  a  match- 
up seemed  promising,  the  deal  fal- 
tered— first,  with  Italy's  Fiat  over  man- 
agement control,  then  with  Britain's 
Rover  and  Italy's  Alfa  Romeo  when  na- 
tionalistic politicians  intruded. 
Now,  Ford  has  a  major  new 
prospect — Saab-Scania,  Swe- 
den's troubled  auto,  truck, 
and  defense  company. 

Saab  needs  help  in  a  big 
way.  Its  beleaguered  chief  ex- 
ecutive, Georg  Karnsund,  in 
early  September  announced  a 
$120  million  first-half  auto 
loss,  and  he  expects  similar 
results  for  the  second  half, 
for  a  total  of  $240  million.  In 
disclosing  the  Ford  talks, 
Karnsund  effectively  put  his 
company  on  the  block  for  ei- 
ther a  state-backed  or  private- 
sector  bailout.  For  now,  the 
preferred  option  is  a  deal 
with  Ford,  which  would  cre- 
ate a  new  auto-and-truck  com- 
bine that  also  would  put  new 
pressure  on  Saab's  Swedish 
archrival,  Volvo. 
CLASS  ACT.  The  strategic  at- 
tractions between  Ford  and 
Saab  are  immediately  appar- 
ent. Saab  is  little  more  than 
an  also-ran  in  the  world  car 
leagues,  with  just  0.3%  of  the 
market — about  a  quarter  of 
Volvo's  level.  But  if  Ford 
pushed  Saab's  well-engi- 
neered but  slow-selling  luxu- 
ry model,  the  9000,  there 
could  be  a  payoff.  Ford,  too, 
could  use  a  premium-image 
car  to  fortify  its  product  line 
both  in  the  U.  S.  and  Europe 
against  the  onrushing  Japanese  trio  of 
Honda,  Toyota,  and  Nissan. 

In  trucks,  Saab's  highly  successful 
Scania  heavy-truck  line  would  be  added 
to  Ford's  in  the  U.  S.,  where  the  Swedish 
maker  is  poorly  represented.  In  fact. 
Ford  remains  the  only  major  U.  S.  pro- 
ducer without  a  powerful  truck  partner. 
GM  has  teamed  up  with  Volvo,  Freight- 
liner  is  owned  by  West  Germany's  Daim- 


ler-Benz, and  Mack  Trucks  is  45%-owned 
by  France's  Renault.  Saab's  defense  op- 
erations are  not  being  discussed. 

Attractive  as  the  Ford-Saab  deal  may 
seem,  pulling  it  off  will  mean  overcom- 
ing enormous  hurdles,  given  the  political 
sensitivities  aroused  by  any  foreign  ac- 
quisition of  a  major  European  company. 
Ford  will  drive  a  hard  bargain.  It  is  ex- 


TWO-WAY  STREET:  FORD  WOULD  GET  A  HEAVY-TRUCK  PARTNER,  SAAB 
WOULD  GET  A  VAST  U.S.  SALES  NETWORK  FOR  ITS  UPSCALE  MODELS 


pected  to  msist  on  a  controlling  equity 
stake  in  the  auto  operation,  and  will 
push  for  a  strong  minority  position  in 
trucks.  One  senior  European  auto  execu- 
tive calls  the  truck  operations  Saab's 
"only  major  bargaining  chip."  Little 
wonder.  Nomura  Research  Institute  ana- 
lyst John  K.  Lawson  estimates  that 
Scania  trucks  will  earn  $600  million  this 
year,  buttressing  the  money-losing  auto 


and  struggling  defense  operations. 

Inevitably,  any  solution  will  involve 
Sweden's  Wallenberg  family,  which 
holds  a  27%  stake  in  Saab,  and  the  Swed- 
ish investment  firm  Barkman  &  Co., 
which  holds  12.5%.  The  investors  support 
the  Ford  talks.  Crafting  a  deal  palatable 
to  government  and  left-leaning  labor 
unions,  however,  will  be  a  struggle,  be 
cause  Saab's  notoriously  rambunctious 
unions  will  need  to  be  brought  to  heel. 
Saab's  inefficiency  is  compounded  by 
huge  overcapacity:  A  new  plant  at 
Malmo  will  lift  potential  output  to 
180,000  cars  annually,  while  demand  will 
support  only  111,000  this  year. 
SWEDISH  SOLUTION?  To  snare  Ford,  Saab 
will  have  to  impose  more  efficient  work- 
rules  or  more  layoffs  on  top  of  the  10% 
cut  that  is  already  under  way. 
To  resist  that,  powerful  union 
leaders  already  have  urged 
the  Swedish  government  to 
push  Saab  into  Volvo's  arms, 
although  few  analysts  see 
that  kind  of  "Swedish"  solu- 
tion being  of  much  benefit  to 
either  company. 

But  plainly,  Saab's  auto  op- 
erations cannot  afford  to  go  it 
alone  much  longer.  A  pioneer 
of  turbocharged  engines  and 
an  offbeat,  sloped-back  de- 
sign, Saab's  problems  can  be 
traced,  like  those  of  most  Eu- 
ropean makers  of  luxury 
cars,  to  trouble  in  the  U.  S. 
that  began  with  a  softening 
dollar.  Saab's  sales  in  the 
U.  S.,  which  account  for  about 
30%  of  its  total,  have  been 
falling  for  three  years.  Big 
cost  problems  at  home  have 
made  it  difficult  to  adjust  its 
pricing  in  the  U.  S.  Saabs, 
ranging  in  price  from  $17,000 
to  $32,000,  cost  up  to  $7,000 
more  than  a  competing  Acura 
from  Honda  Motor  Co.  "Saab 
was  completely  derailed  by 
adverse  changes  in  the  U.  S.," 
says  Nomura's  Lawson. 

If  a  deal  can  be  arranged, 
Ford  will  have  to  work  out  a' 
clear-cut  marketing  strategy 
for  Saab  in  the  U.  S.  Ford's 
recent  efforts  to  sell  its  Euro- 
pean-produced Merkur  Scor- 
pio and  Merkur  XR4Ti  through  Lincoln- 
Mercury  Div.  dealers  flopped.  Despite 
all  the  problems,  however.  Ford's  and 
Saab's  marriage  talks  illustrate  that  no' 
player  in  the  global  auto  industry  can 
afford  to  be  left  without  a  partner  when 
the  music  stops. 

By  Richard  A.  Melcher  in  London,  utitk, 
James  B.  Treece  in  Detroit  and  A.  Dunlap 
Smith  in  Brussels 
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"People  who  think  flyings  hard  never  tried  stopping 
a  2-iron  shot  on  a  shallow  green/*  a  mold  Palmer 


Conquests  at  the  Masters,  British  and 
U.S.  Opens,  along  with  61  PGA  victories, 
have  ensconced  Arnold  Palmer  among 
golfs  all-time  greats.  But  Palmer's  enor- 
mous impact  upon  his  game  is  a  triumph 
of  personality  as  much  as  shotmaking. 

Palmer  is  the  first  professional  golfer  a 
broad  spectrum  of  American  sports  fans 
ever  got  very  excited  about.  His  slashing 
swing,  and  openly  determined  face  that 
shared  all  the  ups  and  downs  of  an 
important  round,  sped  the  emergence  of 
professional  golf  as  a  major  sport  and 
inspired  millions  to  take  up  the  fiendish 
game. 

Along  the  way,  Palmer  virtually 
invented  the  athlete-spokesman 
entrepreneur.  That  same 
pioneering  instinct  led  him, 
more  than  30  years  ago, 


to  train  himself  as  a  pilot,  quickly  moving 
up  from  twin-engine  prop  planes  to 
sophisticated  long-range  jets  and 
helicopters.  "I  couldn't  have  accomplished 
half  of  what  I  have  without  my  own 
plane,"  says  Palmer. 

On  the  ground  or  in  the  air,  high 
performance  requires  complete  confidence 
in  one's  equipment,  which  may  explain 
why  Palmer  has  long  made 
Rolex  his  favored  choice  of  '^j^* 

ROLEX 


a  timepiece. 


I  ^,..1-  I  h'erpetual  Day-Date  m  Wkt  gold  wtlh  diamonddial  and  concealed  lius]/  hidin  I'u  ^ident  bracelet. 
Write  /or  brochure.  Rolex  Watch  U.S.A..  Inc..  Dept.  721.  Rolex  Buddmg.  665  F\jth  Avenue.  New  Y,rk,  NY.  10022 
®  1989  Rolex  WalchUS  A  Inc  Rolex  Oyster  Perpetual,  Day-Oato,  Tndor  and  PresiOeni  are  trademarks 


Just  A  Fbw  Of  The  Peripherals 
AltDS  Computers  Work  Well  With. 


No  matter  what  tools  you  use  to  perform  your  job,  there's 
an  Altos  computer  to  help  you  get  more  out  of  them. 

Altos  multi-user  computer  systems  are  based  on  Intel's" 
powerful  386"  microprocessor.  They  integrate  industry 
standard  UNIX'and  MS-DOS'software,  and  support  PICK' 
and  THEOS'  environments.  Giving  you  access  to  an 
endless  array  of  the  most  powerful  software  applications 
available,  including  many  developed  specifically  for  Altos. 

So  whether  your  desk  is  in  a  wholesaling  operation, 
on  a  manufacturing  floor,  in  a  medical  or  dental  practice, 
or  in  corporate  headquarters.  Altos  has  a  solution  to  help 
you  do  whatever  you  do  better. 

Better  yet.  Altos  computers  are  supported  by  more  than 
a  thousand  Altos  Value  Added  Resellers,  who  will  con- 
figure, customize,  install  and  service  your  entire  system. 


The  Altos  386  Series  500, 1000  and  2000  family  can 
handle  up  to  64  users.  And  any  program  that  runs  on 
one  Altos  computer  will  run  on  them  all. 

For  more  information  on  Altos  and 
the  name  of  the  nearest 
VAR  specializing  in  your 
area  of  business,  just  call 
1-800-ALTOS-US. 

We'll  work  well  with  you 
no  matter  what  you  do. 


UNIX  is  a  repstered  trademark  of  AT&T  MS-DOS  is  a  registered  trademark  of  Microsoft  Corporation,  THEOS  is  a  registered  trademark  of  THEOS  Software  Corporation.  PICK  is  a  registered  trademark  of  PICK  Systems. 
Intel  and  386  are  registered  trademarks/trademarks  respectively  of  Inte!  Corporation.  The  Altos  logo  is  a  trademark  of  Altos  Computer  Systems  ©1989.  Altos  Computer  Systems. 


nternational  Outloo 


EDITED  BY  ELIZABETH  WEINER 


fHE  DIVISIONS  IN  SOUTH  AFRICA 
^ET  EVEN  DEEPER 


rhe  National  Party,  led  by  F.  W.  de  Klerk,  eked  out  a 
victory  in  early  September's  elections.  But  the  balloting 
for  Parliament,  which  excludes  blacks,  showed  a  signifi- 
nt  split  among  whites.  The  hardline,  pro-apartheid  Conserva- 
e  Party  was  projected  to  win  about  40  seats  as  rural  white 
ters  protested  National  Party  vows  to  give  blacks  more 
rhts.  The  Nationalists  retained  a  majority,  a  total  of  some  90 
ats.  And  the  liberal  challenger,  the  Democratic  Party,  which 
vocates  negotiations  with  blacks,  made  a  sur- 
ising  performance  with  about  36  seats. 
The  strong  showing  by  rivals  puts  President  de 
erk  in  a  quandary.  He  raised  expectations  of 
ijor  change  among  critics  home  and  abroad. 
)w,  if  he  decides  that  he  must  court  the  Conser- 
tive  Party  to  retain  his  narrow  hold  on  the 
vernment,  he  could  back  away  from  promised 
forms.  At  the  tame  time,  the  stronger  bloc  of 
;mocrats,  from  South  Africa's  urban  middle 
iss,  will  put  pressure  on  de  Klerk's  left  flank  to 
ep  reform  on  the  national  agenda.  Says  political 
ientist  Otto  Krause:  "Now  pro-reform  people 
11  be  in  the  majority.  But  it  is  difficult  to  say  in 
lat  direction  and  to  what  extent." 


DE  KLERK:  HOG-TIED? 


WER  OPTIONS.  As  white  factionalism  hog-ties  the  de  Klerk 
vernment,  black  grievances  against  apartheid  will  continue 
th  greater  force.  Already,  black  organizations,  under  the 
^.brella  of  the  Mass  Democratic  Movement,  are  carrying  out 
defiance  campaign  aimed  at  exposing  Pretoria's  claims  to 
lerance  and  reform.  Choosing  such  blatant  targets  as  whites- 
ly  hospitals,  schools,  and  beaches,  black  and  white  protest- 
3  are  flouting  restrictions  on  gatherings  and  speeches  im- 
sed  by  the  three-year-old  state  of  emergency.  The  police  are 
sponding  wdth  growing  force.  The  Congress  of  South  Afri- 
n  Trade  Unions  added  to  the  show  of  black  resistance  when 
majority  of  its  1  million  members  stayed  off  the  job  for  two 
ys  to  protest  the  election. 

As  expectations  following  the  election  build,  de  Klerk's  op- 
ins  are  limited.  In  the  v/eeks  before  the  vote,  rumors  swirled 


that  de  Klerk  was  certain  to  release  jailed  African  National 
Congress  (ANC)  leader  Nelson  Mandela  as  a  grand  gesture  of 
good  faith  to  the  black  majority  and  the  West.  Now,  pressure 
to  do  so  will  only  increase.  Still,  such  a  move  would  buy  de 
Klerk  little  time.  Mandela's  release  is  only  one  of  a  number  of 
conditions  set  by  the  anc — and  endorsed  by  the  Organization 
for  African  Unity — for  a  climate  conducive  to  negotiations. 
Other  ones  include  the  lifting  of  bans  on  black  organizations, 
ending  the  state  of  emergency,  and  removing 
troops  from  black  townships.  When  all  are  met, 
say  ANC  leaders,  the  underground  group  will  be 
willing  to  suspend  violence.  But  these  are  "big 
conditions,"  says  a  Third  World  diplomat,  "and  de 
Klerk  will  have  trouble  meeting  even  one  of 
these." 

DEBT  RESCHEDULING.  Yet  if  he  doesn't  respond  the 
impasse  would  probably  trigger  more  economic 
pressure  from  the  U.  S.  and  Europe,  which  South 
Africa  can  ill  afford.  The  economy  is  already 
stumbling  under  financial  sanctions  that  have 
squeezed  the  country's  coffers,  pushing  up  infla- 
tion and  interest  rates.  A  round  of  debt  reschedul- 
ing is  coming  up  in  1990,  and  foreign  creditors  are 


impatient  for  signs  that  political  turmoil  won't  sink  the  econo- 
my altogether. 

If  no  reforms  by  de  Klerk  are  forthcoming,  the  U.  S.  Con- 
gress could  push  through  a  new  round  of  trade  and  financial 
sanctions.  It  would  find  little  resistance  from  the  Bush  Admin- 
istration, which  has  publicly  vowed  not  to  battle  Congress  over 
the  issue  despite  its  dislike  of  the  sanctions  weapon.  Western 
leaders  opposed  to  sanctions,  such  as  Britain's  Prime  Minister 
Margaret  Thatcher  and  West  Germany's  Chancellor  Helmut 
Kohl,  could  find  themselves  isolated  in  a  European  Community 
more  willing  to  censure  an  unresponsive  leader  in  Pretoria. 
The  growing  divisions  among  whites  only  increase  the  likeli- 
hood that  internal  strife  and  outside  pressure,  not  negotiation, 
will  be  the  mechanism  for  change. 

By  Jonathan  Kapstein,  with  Alan  Fine,  in  Johannesburg 


LOBAL  WRAPUPI 


lUNGARY 


rhe  Hungarian  Communist  Party  is 
embroiled  in  a  major  scandal  that 
nay  split  it  apart.  The  party  has  been 
aught  trying  to  transfer  at  least  $20 
nillion  of  state  properties,  ranging 
rom  computers  to  luxury  resorts,  to  a 
irivate  company.  The  affair  came  to 
ight  when  court  officials  sympathetic 
0  the  opposition  leaked  the  Comniu- 
lists'  hush-hush  application  to  turn  the 
iroperties  over  to  a  party-owned  com- 
lany  called  Next  2000 — a  name  that 
irompted  opposition  leaders  to  quip 
hat  the  Communists  were  trying  to 
naarantee  their  own  financial  security 
for  the  next  2,000  years."  Some  critics 


say  the  party  leaders  were  less  inter- 
ested in  personal  gain  than  in  assuring 
that  the  party  had  a  source  of  income 
in  case  subsidies  now  paid  to  it  by  the 
state  were  cut. 

The  furor  may  so  divide  the  party's 
hardliners  and  reformers  that  a  perma- 
nent split  could  happen  at  the  crucial 
upcoming  Oct.  6  congress.  Communist 
reformers,  who  have  been  tainted  by 
the  scandal,  may  decide  that  the  only 
way  they  can  regain  credibility  with 
the  public  is  by  forming  a  new  party. 
The  uproar  also  seems  likely  to  further 
inflame  political  tensions  by  disrupting 
talks  with  the  democratic  opposition  on 
ground  rules  for  free  elections,  which 
must  be  held  by  June  8,  1990. 


SPAIN 


Socialist  Prime  Minister  Felipe  Gon- 
zalez' call  for  a  surprise  election 
Oct.  29  all  but  assures  him  victory.  His 
main  opposition,  the  conservative  Pop- 
ular Party,  is  in  disarray.  It  recently 
chose  an  unknown  36-year-old  former 
tax  inspector,  Jose  Maria  Aznar,  as  its 
leader.  Labor  will  oppose  Gonzalez. 
Spain's  big  General  Union  of  Workers 
is  demanding  that  he  make  major  con- 
cessions, but  the  Prime  Minister's  goal 
is  to  curb  inflationary  grow^th  running 
at  an  estimated  5%  to  6%  annually. 
Gonzalez  scheduled  the  vote  early  so 
that  the  union  would  not  have  enough 
time  to  stage  preelection  strikes. 
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A  MACHINE  THAT  HELPS  PLANTS  GROW. 


It  takes  nurturing  to  grow  a  business. 

If  you've  got  the  touch,  The  Xerox  Financial 
Machine  can  help  your  business  blossom. 

You  can  lease  or  finance  anything;  from  storage 
tanks  for  increasing  capacity  to  Xerox  copiers  for 
increasing  efficiency.  All  from  Xerox  Credit. 
There's  insurance  for  your  place  of  business  and 
workers  compensation  for  your  employees  from 
Crum  and  Forster.  Van  Kampen  Merritt  capital 
markets  expertise  can  help  you  structure  solid  debt 
funding  for  industrial,  commercial,  and  municipal 
projects.  Investment  banking  and  institutional 


brokerage  are  specialties  of  Furman  Selz.  And 
your  plans  for  retirement  look  pretty  rosy  with  the 
life  insurance  and  annuities  from  Xerox  Life. 

They're  all  part  of  Xerox  Financial  Services;  a 
powerful  group  of  financial  companies  with  over 
$17.5  billion  in  assets.  All  geared  to  help  you  man- 
age your  growth. 

So  you  can  enjoy  the  fruits  of  your  labor. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  your  business  flourish,  just  tell  us  your 
financial  needs.  Write  Xerox  Financial  Services, 
P.O.  Box  5000,  Norwalk,  CT  06856. 
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TAKEOVERS  I 


BILL  FARLEY 
IS  ON  PINS  AND 


NEEDLES 
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The  takeover  artist's  enormous  debts  may  jeopardize  his  textile  empire 


Starring  in  TV  ads  for  his  Fruit  of  the 
Loom  underwear  company,  Bill  Far- 
ley, consummate  salesman,  smiles 
through  pull-ups  and  sit-ups.  Fit  in  his 
Fruit  of  the  Loom  workout  clothes,  he 
makes  exercise  look  easy.  But  the  real 
workout  for  Farley  is  an  accelerating 
treadmill  of  refinancings,  acquisitions,  and 
divestitures.  To  keep  his  highly  leveraged 
empire  healthy,  Farley  can't  stop  running. 

In  March,  the  chairman  of  Chicago-based 
Farley  Inc.  spent  $3  billion  for  Georgia- 
based  textile  maker  West  Point-Pepperell 
Inc.  Now  he  must  raise  $L3  billion  from  as- 
set sales,  sell  $L6  billion  worth  of  low- 
grade  debt  in  a  shaky  market,  and  double 
West  Point's  margins  in  two  years  to  meet 


his  own  profit  projections.  If  he  succeeds, 
Farley  will  have  assembled  the  nation's 
largest  textile  company,  with  $2.5  billion  in 
sales.  If  he  falters,  so  might  his  carefully 
manicured  image  and  his  empire. 
RIPE  FRUIT.  Farley  has  confounded  the  nay- 
sayers  before,  particularly  with  the  impres- 
sive turnaround  at  Fruit  of  the  Loom  Inc. 
He  acquired  the  former  Union  Underwear 
Co.  as  part  of  his  $1.4  billion  purchase  of 
Chicago-based  Northwest  Industries  in 
1985.  After  selling  the  bulk  of  Northwest's 
other  assets,  Farley  swiftly  cut  costs  at 
Fruit.  He  also  came  out  with  such  new 
product  lines  as  women's  underwear  and 
silk-screen  T-shirts,  expanded  capacity,  and 
took  the  company  public.  Since  1985, 
Fruit's  sales  have  grown  at  a  21%  annual 
rate,  to  $1  billion  last  year.  And  for  the 
first  time  since  Farley  acquired  it,  Fruit 
made  a  profit,  $68  million.  Farley  now  con- 
trols 62.8%  of  the  voting  power  in  the  com- 
pany through  a  special  class  of  stock. 

In  February,  1988,  Farley  was  able  to 
raise  $500  million  in  a  highly  speculative 
"blind  pool,"  which  meant  he  could  invest 
the  money  however  he  saw  fit.  The  goal: 
Refinance  $144.4  million  in  old  junk  debt 
and  other  obligations  owed  by  Farley  Inc., 
and  use  the  rest  for  an  acquisition.  Never 
mind  that  the  company's  cash  flow  was 
insufficient  to  cover  the  new  interest 
costs.  A  buyout  of  a  healthier  company 
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FARLEY'S  DEBT-LADEN  EMPIRE 


Through  his  Farley  Inc.  holding  company,  William 
Farley  controls  businesses  logging  annual  sales  of 
about  $3  billion.  Fruit  of  the  Loom  and  West  Point- 
Pepperell  are  responsible  for  their  own  debt 

Company 

Sales 

Net  Long-tenn 
income  debt 

Primary  products 

Millions  of  dollars 

FARLEY  INC. 

Metals,  boots 

$378 

-$42  $500 

FRUIT  Of  THE  LOOM 

Underwear 

475 

68  906 

WEST  POINT-PEPPERELL 

Sheets,  towels,  clothing 

2,150 

84  2,500 

Data  are  for  the  year  ended  December,  1988,  except  for  West  Point.  Its 
sales  and  net  income  are  for  the  year  ended  September,  1988,  and  its 
debt  is  as  of  July,  1989 

DATA;  COMPANY  REPORTS 


would  provide  that.  Enter  West  Point 
Pepperell. 

The  West  Point  acquisition  is  a  big  gaml»atfi,t 
ble.  Fruit's  cash  is  off-limits  to  Farley  Inc  le'o 
because  of  restrictions  in  its  debt  cove 
nants.  And  the  metals  companies  that  pro- 
vide  most  of  Farley  Inc.'s  other  income  iwelsi: 
don't  cover  the  parent's  interest  expense  mn 
So  West  Point,  a  wholly  owned  subsidiary 
must  ultimately  provide  enough  cash  flow 
to  cover  the  acquisition  debt  while  helping 
with  Farley  Inc.'s  obligations  as  well. 

Farley  declined  repeated  requests  for  inlid 
terviews,  but  he  has  made  his  strategy  in- 
clear  in  financial  documents.  First,  he 
wants  to  sell  $1.3  billion  worth  of  West  t  - 
Point  assets — primarily  apparel  makei  ttasc 
Cluett  Peabody  &  Co. — to  pay  off  debt  feted 
Then  he  hopes  to  refinance  what's  left  oi  fcts 
the  $2.7  billion  in  bridge  financing  with  a  feh:*- 
new  junk-bond  offering  handled  by  Drexel » 
Burnham  Lambert  Inc.  He'd  also  like  tc 
sell  $1.6  billion  worth  of  bonds  and  pre- 
ferred stock,  much  of  it  with  an  interest 
rate  that  increases  over  time.  A  wrinkle  in 
the  deal  is  that  much  of  the  debt  would  be 
"payment-in-kind."  In  other  words,  Farley  ;ste 
would  have  the  option  of  paying  investors 
their  interest  in  new  paper,  not  cash.  The  i 
result:  more  and  more  debt. 
UNION  TROUBLES.  Upon  completion  of  the 
refinancing.  West  Point's  debt  as  a  per-  ir 
centage  of  total  capital  would  be  a  stagger  fci 
ing  70'%.  Even  Farley  pre- 
dicts pretax  losses  aMi 
West  Point  until  1992.  Tc 
make  it  all  work,  he 
promises  to  improve  per- 
formance dramatically  at 
his  new  company,  cutting 
costs  to  double  West 
Point's  profit  margin,  to 
18%,  by  1991.  That's 
twice  the  industry's  aver- 
age over  the  past  five 
years.  Says  a  rival  textile 
executive:  "We  frankly 
don't  understand  how 
he's  going  to  get  the  mar- 
gins  he's  projecting.'' 

Here's  the  rub.  When 
Farley  took  over  Fruit  oi 
the  Loom  in  1985,  there 
was  a  lot  of  room  for  im- 
provement. That's  not 
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THE  CORPORATIC 


e  case  with  West  Point.  Including  opera- 
)ns  of  J.  P.  Stevens  &  Co.,  which  it  ac- 
lired  last  year,  West  Point  has  more  than 
%  of  the  sheet  and  towel  business,  and 
les  of  the  combo  grew  14%  last  year, 
ster  than  the  industry's  10%  pace.  More- 
er,  production  plants  at  the  combined  op- 
ation  have  received  $200  million  in  capital 
vestments  in  each  of  the  past  two  years, 
aking  them  among  the  industry's  most 
ficient.  Farley  isn't  expected  to  be  able  to 
t  much  more  than  the  $30  million  in  labor 
sts  he  already  has  booked. 
Even  though  Farley  is  expected  to  name 
new  chief  executive  for  West  Point  this 
onth,  takeover-related  turmoil  will  contin- 
!  to  dog  him.  Howard  Israel,  president  of 
orwood  (Mass.)-based  Lee  Jay  Bed  & 
ith.  New  England's  largest  sheet  and 
wel  distributor,  says  deliveries  have  been 
ratic  ever  since  the  acquisition.  Part  of 
e  problem,  he  notes,  is  that  "some  of 
eir  best  people  are  elsewhere."  Marvin  B. 
•ow,  the  former  Stevens  president  whom 
irley  had  hoped  to  retain,  has  left.  And 
ich  Roman,  who  headed  up  Stevens'  sheet 
vision,  took  the  profitable  Laura  Ashley 
;ense  with  him  when  he  left  the  company 
is  spring.  Trouble  is  brewing  among 
nk-and-file  workers  as  well.  Unions  have 
)jected  to  cuts  at  several  West  Point 
ants,  and  Farley's  efforts  to  sell  Cluett 
;abody  may  inspire  a  strike. 
>  NIBBLES.  For  now,  such  operating  prob- 
ms  may  be  the  least  of  Farley's  worries. 
iUing  Cluett  Peabody,  a  more  pressing  is- 
le,  is  moving  slowly.  Farley's  asking  price 
■  $800  million  has  raised  eyebrows — but 
)  offers  from  the  parade  of  companies  in- 
!Stment  bankers  say  have  taken  looks, 
nalyst  Josie  Esquivel  of  Shearson  Leh- 
an  Button  Inc.  figures  the  company  isn't 
orth  more  than  $500  million. 
Meanwhile,  Farley  Inc.  is  barely  cover- 
g  the  interest  on  its  bridge  financing, 
'orse,  the  debt  markets  have  changed 
nee  the  company  captured  West  Point  in 
arch.  The  junk-bond  market's  recent  re- 
ction  of  Ohio  Mattress  Co.'s  offering  is 
™ptomatic  of  the  current  skepticism.  A 
urry  of  defaults  has  helped  put  the  mar- 
3t  on  edge.  The  absence  of  Drexel's  Mi- 
lael  R.  Milken,  the  junk-bond  guru  who 
jlped  turn  former  encyclopedia  salesman 
arley  into  a  conglomerator,  doesn't  help. 
Right  now,  his  deal  is  shaky  at  best,"  says 
le  investment  banker.  "If  he  does  well 
ith  the  asset  sales,  he  could  do  it.  If  he 
3esn't,  it  becomes  a  bad  issue." 
One  unsuccessful  West  Point  bidder 
ims  up  Farley's  predicament  this  way: 
3ur  feeling  is  he  grossly  overpaid  for 
/^est  Point,  and  he'll  be  paying  for  it  down 
le  road."  Farley  has  outrun  such  skepti- 
sm  before.  But  this  time,  he  may  have  to 
an  even  faster. 

By  David  Greising  in  Chicago,  vnth  Dean 
'oust  in  Atlanta 
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THE  1  9  8  9  BUSINESS  WEEK  SYMPOSIUM  OF 
INFORMATION  EXECUTIVES 


THE  l/S  MANAGEMENT  CHALLENGE  OF  THE  1990s 


stPitMBEft     21.  vm 

Explore  the  1990s  agenda  for 
IS  management  at  the  1989 
Business  Week  Symposium. 

Join  over  50  of  the  nation's 
most  respected  information  ex- 
ecutives and  leading  thinkers 
in  information  technology 
management  as  they  set  forth 
and  discuss  the  IS  manage- 
ment challenges  of  the  '90s. 

This  year's  symposium  will 
focus  on  leadership,  specifi- 
cally the  challenges  to 


McGRAW-HlLL  WORLD  HEADUUAHTfcRS 

information-systems  leaders 
caused  by  rapid  technological 
change.  A  broad  array  of  sen- 
ior executives  will  share  their 
perspectives  on  several  as- 
pects of  this  issue.  They  will 
also  discuss  nontechnical  mat- 
ters, including  staff  develop- 
ment and  working  on  the 
senior  corporate  team. 

For  a  brochure  contact 
Marissa  Levy,  Business 
Week  Executive  Programs, 


NEW  VORK,  N  V, 

1221  Avenue  of  the  Americas, 
36th  Fl.,  New  York,  NY  10020, 
1-800-848-9018  or 
212-512-4930. 

Please  accept  the  invitation 
of  Business  Week,  The  Business 
Week  Newsletter  for  informa- 
tion Executives,  and  our  co- 
sponsors — AT&T  Comshare, 
and  Touche  Ross — to  attend 
the  1989  Business  Week 
Symposium  of  Information 
Executives. 


COMSHARE    ^Touche  Ross 

AT&T 
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AN 

IMPROVED 

BUSINESS 
PICTURE. 


Picture  this:  a  computer  with  the  power,  speed  and  VGA  graphics 
capability  of  a  high-performance  desktop  PC,  that's  small  enough  to  slip  into  a 
desk  drawer. 

That's  the  beauty  of  the  Toshiba  T5200  laptop  computer. 

The  T5200  is  our  most  sophisticated  laptop  ever.  It  has  an  Intel 
80386  microprocessor,  32-bit  architecture,  and  it's  IBM  compatible.  And  you  can 
choose  your  operating  system -MS  DOS  J  MS  OS/2'  or  Unix! 

It's  like  having  an  entire  computer  department  in  a  briefcase. 
And  because  it's  no  bigger  than  a  briefcase,  you  can  access  your  office  mainframe 
anywhere  you  go. 

Our  laptop  is  only  one  example  of  how  we  do  business.  Because  every  piece 
of  business  equipment  we  make,  from  copiers  to  fax  machines,  to  phone 
systems,  are  all  designed  around  one  central  idea:  The  best  way  to  improve  our 
business  is  to  improve  yours. 

Intel  IS  a  trademark  of  Intel  Corporation,  Unix  is  a  registered  trademark  of  American  Telephone  and  Telegraph  Company  IBM  is  a  trademark  of 
International  Business  Machines  Corporation.  MS  DOS  and  MS  0S/'2  are  registered  trademarks  of  Microsoft  Corporation, 

In  Touch  with  Tomorrow 

TOSHIBA 

For  more  information  write  Toshiba  America  Information  Systems.  Inc  .  9740  Irvme  Blvd  .  Irvine,  CA  92718  or  call  1-800-457-7777 


WASHINGTON  DC 


Ramack  Litroduces  A  Fast 
WayAroimdTheWorld. 


The  Caribbean.  The  Far  East. 
Or  right  next  door.  No 
matter  where  you've 
dreamed  of  going, 
Ramada  Guest  Awards 
gets  you  there.  Fast. 

Your  free  membership 
can  earn  airUnc  tickets.  Weekend  getaways.  Even 
deluxe  vacations,  around  the  block  or  around 
the  world.  And  it  can  earn  you 
great  merchandise  awards. 
As  a  member,  you  earn 
points  for  every  cent  you 
spend  at  Ramadas 


in  North  America,  Mexico,  and  the  Caribbean. 

You  also  get  immediate  rewards  like  auto- 
matic room  upgrades.  Express  check-in  and  check- 
out. And  a  free  newspaper  every  business  day 
To  ask  about  our  Guest  Awards,  just  give  us 
a  call  at  1-800-672-6232.  Or  begin  earning  points 
by  signing  up  when  you  check  in  at  any  one  of 
our  hotels.  There  are  over  600  worldwide. 

Ramada  Guest  Awards.  It's  just  one  more  way 
wc  prove  you're  somebody  special  to  us. 


Raniada 
Guest  Awards 


RAMADA 


HOTI  1  N  \M)khN\ISS\N(  y  IKlIM.sVVOKI.imiDK 

For  reservations  c.ill  vnur  travel  agent  or 

1-800-228-2828 
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mi  THIS  FORMULA  CURE 
VHAT  AILS  UPJOHN? 


3  the  sharks  circle,  it's  spending  big  on  R&D  and  marketing 


rhese  days,  Upjohn  Chairman  Theo- 
dore Cooper  tells  just  about  any- 
one who  will  listen  that  his  drug 
mpany  is  not  for  sale.  But  even  he 
I't  sure  it  can  stay  independent.  No 
•nder  takeover  speculation  on  Wall 
'eet  drove  the  drugmaker's  stock  up 
39  or  so  at  the  end  of  August,  a  30% 
Tease  since  mid-July. 
Why  are  the  sharks  circling?  When  it 
ines  to  drug  industry  stocks,  the 
^htest  floundering  can  attract  atten- 
n.  Upjohn  Co.  fills  the  bill:  Operating 
;ome  for  the  first  half  of  the  year 
Teased  just  1.6%,  to  $272  million  on 
5  billion  in  revenues.  Analysts  expect 
;t  a  modest  increase  for  the  full  year, 
it  only  is  the  company  suffering  from 
"alloff  in  sales  of  its  two  biggest-sell- 
f  drugs,  but  its  costs  are  at  record 
els.  "These  are  difficult  quarters," 
oper  admits.  "Can  we  stand  it  without 
ing  swallowed  up?  I  don't  know." 
Even  so,  Cooper  is 
t  about  to  prune  his 
^-spending  program 
get  new  products  out 
the  lab.  Since  he 
ned  the  Kalamazoo 
ich.)-based  company 
a  research  executive 
1980,  Cooper  has 
osted  research-and- 
velopment  spending 
)m  9.4%  of  sales  to 
)und  14%,  well  above 
3  industry  average, 
id  he's  spending 
avily  on  marketing — 
)st  notably  on  a 
iltimillion-dollar  cam- 
ign  to  persuade  bald- 
r  men  to  try  Rogaine, 
remedy  that  has  yet 
live  up  to  its  once- 
raided  blockbuster 
tential. 

>E  EFFECTS.  Rogaine's 
lappointing  start  isn't 
oper's  only  problem, 
s  two  top-selling  tran- 
ilizers,  the  $250  mil- 
n  Halcion  and  $400 
llion  Xanax,  have 
en  plagued  by  bad 
blicity.  There  have 


been  anecdotal  reports,  including  a  re- 
cent segment  of  20/20,  ABC's  prime-time 
news  show,  of  bad  side  effects  for  this 
class  of  drug,  called  benzodiazepines. 
The  more  serious  problems  include 
lapses  of  memory  and  coordination  and 
addiction.  Upjohn  says  the  drugs  have 
been  used  safely  by  millions  for  more 
than  10  years.  New  York  State  regula- 
tors, however,  now  limit  the  amount  of 
these  drugs  a  doctor  can  prescribe  to  a 
particular  patient.  Unit  sales  of  Halcion 
fell  by  21%  in  the  U.  S.  through  July, 
and  Xanax  sales  dropped  by  9%  . 

There's  some  relief  on  the  way.  Up- 
john expects  to  get  Food  &  Drug  Admin- 
istration approval  by  yearend  to  market 
Xanax  as  a  treatment  for  phobia  and 
panic  disorders.  The  new  use  could  add 
about  $90  million  in  sales  in  1990,  says 
PaineWebber  Inc.  analyst  Ronald  Nord- 
mann.  Upjohn  also  expects  yearend  FDA 
approval  to  launch  Marogen,  an  anemia 


MIXING  UP  THE  MEDICINE:  THE  COMPANY  NEEDS  A  HIT  TO  RESTORE  INCOME  GROWTH 


drug  that  could  initially  bring  in  sales  of 
$50  million  to  $100  million.  And  the  com- 
pany will  co-market  Beecham  Inc.'s 
Eminase,  the  clot-buster  for  heart-attack 
patients,  which  could  add  as  much  as  $50 
million  to  annual  sales. 

That  still  leaves  Rogaine,  the  prescrip- 
tion cosmetic  that  used  to  make  hearts 
flutter  on  Wall  Street.  Before  it  was  ap- 
proved as  a  baldness  remedy  in  August, 
1988,  investors  and  management  alike 
felt  its  potential  was  explosive.  Then 
came  the  bad  publicity,  including  a  Con- 
sumer Reports  cover  story  that  quoted 
researchers  who  had  conducted  the  Up- 
john clinical  trials  saying  that  Rogaine 
works  on  only  10%-  to  20%-  of  users. 
STRONG  CLAIMS.  Cooper,  who  says  the 
article  was  overly  harsh,  still  believes 
there's  a  nice  chunk  of  cash  to  be  made 
on  Rogaine.  He  says  there  are  some  30 
million  balding  men  and  20  million  wom- 
en with  thinning  hair  who  are  potential 
users.  So  Upjohn  has  gone  directly  to 
consumers  with  a  $30  million  TV  and 
print  ad  campaign.  The  first  ads  were 
low-key  and  vague,  showing  a  balding 
man  walking  on  the  beach  and  urging 
the  similarly  afflicted  to  call  their  doc- 
tors. In  late  August,  however,  the  com- 
pany launched  a  more  aggressive  round 
of  ads,  including  full-page  print  versions 
that  mention  Rogaine  by  name  and  claim 
it  grows  hair  in  39%  of  users.  Sales  are 
expected  to  amount  to  about  $125  million 
this  year. 

Cooper  is  also  count- 
ing on  some  over-the- 
counter  products  to 
help  take  up  the  slack. 
Motrin  IB,  the  OTC  ver- 
sion of  Upjohn's  arthri- 
tis drug,  was  launched 
on  June  1.  It's  expected 
to  bring  in  sales  of  $30 
million  this  year  and 
$70  million  next  year. 
Upjohn  needs  some  big- 
ger winners,  though. 
There  are  possibilities, 
particularly  compounds 
called  lazaroids,  which 
may  limit  brain  damage 
following  a  head  injury 
or  stroke,  though  they 
are  at  least  three  to  five 
years  away.  Cooper  in- 
sists that  all  he  needs  is 
a  little  more  time  to 
make  up  for  recent  set- 
backs. How  much  more 
time  it  takes  will  deter- 
mine whether  he  can 
keep  up  the  spending — 
and  keep  Upjohn  off  the 
auction  block. 

By  David  Woodruff  in 
Kalamazoo,  Mich. 
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If  success 


Whether  you're  building  a  career  or  a  business,  you  need 
the  latest  in  white  collar  power  tools.  Introducing  the  affordable, 
new  900  Series  overhead  projectors  from  3M. 

They  give  you  bright,  sharp  graphics  to  add  impact  and 
power  to  your  presentations.  They  help  you  project  a  strong, 
professional  image.  So  your  audience  will  see  things  your  way 

There  are  three  contemporary  models  in  the  new  900 
Series.  Each  is  heavy  on  features,  yet  light  on  price.  Which  puts 
success  easily  within  your  reach. 

See  the  new  900  Series  overhead  projectors  at  your  local 
3M  AV  dealer  or  stationery  store.  Or  call  us  for  the  name  of  your 
local  source  at  1-800-328-1371.  (In  Canada  1-800-268-9696.) 
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MOVERS  &  SHAKERS  I 


EDITED  BY  ANDREA  ROTHMAN 


MARTIH  ERGAS: 

HELPING  PARAPLEGICS  KEEP  FIT 


artin  Ergas  might  still 
Ibe  practicing  law  if  he 
hadn't  gone  to  a  medical  sym- 
posium several  years  ago. 
There,  he  saw  a  paralyzed  cat 
move  its  legs  in  response  to 
electrical  shocks.  Paraplegic 
himself  as  the  result  of  a  child- 
hood accident,  Ergas  was  im- 
pressed enough  to  buy  the  li- 
cense for  the  technology. 
Three  years  later,  in  1985,  he 
took  Therapeutic  Technologies 
Inc.  public.  Last  year,  TTI  had 
its  first  profit,  $168,000,  on 
sales  of  $2.5  million. 

Driving  TTI  is  a  technology 
called  Functional  Electrical 
Stimulation.  TTl's  equipment, 
which  includes  an  exercise  machine  that  stimulates  paralyzed 
legs  to  make  a  pedaling  motion,  applies  shocks  that  force 
muscles  to  contract.  The  exercise  prevents  muscle  atrophy  and 
keeps  hearts,  lungs,  and  bones  strong.  Although  TTI  initially 
sold  only  to  doctors  and  hospitals,  Ergas  says  some  insurers 
are  reimbursing  patients  for  the  $18,000  for  a  TTl  exercise 
machine,  since  the  price  is  recouped  by  lower  medical  bills. 

Ergas,  39,  who  plays  wheelchair  tennis  to  stay  fit,  recently 
gave  up  law  to  devote  himself  to  TTl's  latest  venture,  Spectras- 
tim.  The  new  machine  is  similar  to  TTl's  earlier  one,  but  while 
the  first  could  be  used  only  on  limbs  without  feeling,  Spectras- 
tim's  shocks  aren't  painful.  Ergas  hopes  the  technique  can  be 
used  to  rehabilitate  fractured  limbs  or  even  build  athletes' 
muscles.  If  the  Food  &  Drug  Administration  grants  approval 
by  October,  as  expected,  "we  will  be  looking  at  very  large 
numbers,"  Ergas  says.  Not  to  mention  large  muscles. 

By  Irene  Redo  in  Miami 


EMILY  KOLTNOW: 

THE  FIRED  WOMAN'S  BEST  FRIEND 


lost  people  wh' 
Iget  fired  try  t' 
forget  the  experience 
and  move  on.  That's 
what  Emily  Koltnow 
did,  too — the  first  six 
times.  But  when  she 
got  fired  for  the  sev- 
enth time  in  1987, 
Koltnow  decided  s}m 
had  had  it.  After  i 
years  in  the  fickit- 
fashion  industry, 
Koltnow  packed  her 
briefcase  and  went 
into  business  for  herself.  Her  field  of  expertise:  getting  fired. 

Koltnow,  45,  is  president  <-if  New  York-based  Women  in 
Networking  workshops.  WIN  teh^hes  survival  skills  to  women 
who  have  been  fired:  how  to  use  friends  to  scout  out  jobs;  how 


to  negotiate  salary;  when  to  sue  a  former  employer  (rarely, 
she  says).  The  rash  of  mergers  in  many  industries,  says  Kolt 
now,  is  quickening  the  pace  of  layoffs:  "They  merge,  and  then 
they  purge."  She  adds  that  women  suffer  disproportionately  to 
men  since  they  more ,  frequently  hold  jobs  in  such  areas  ai 
personnel  or  marketing,  which  are  the  first  to  let  people  go. 

The  six-week  courses  are  limited  to  upper  middle-managi 
ment  women  with  average  salaries  of  about  $60,000  a  year 
The  price  tag:  $300  for  women  paying  their  own  way  and  i 
when  former  employers  pick  up  the  tab.  Revenues  in  1988 
Koltnow's  first  full  year  of  operation,  were  $100,000,  and  sh< 
expects  revenues  of  around  $150,000  this  year.  Although  work 
shops  are  given  only  in  New  York,  Koltnow  says  she  woul 
like  to  set  up  shop  in  other  major  cities  around  the  country 

But  first,  she  wants  to  finish  her  book,  Congratulations. 
You  're  Fired.  Scheduled  for  publication  next  year  by  Rando 
House  Inc.,  it  will  be  packed  with  advice  for  people  who  ge 
pink  slips.  For  those  who  can't  wait,  here's  a  quick  tip:  Begii 
networking  now,  even  quietly  sending  your  resume  to  recruit- 
ers. "It  doesn't  mean  you're  looking,"  Koltnow  says.  "But  i: 
something  should  happen  to  your  job,  that's  not  when  yo 
contact  the  recruiters."  Take  it  from  an  expert. 


HELMUT  RADTKE: 

NO  GRIND  AT  SELLING  COFFEE 


lelmut  Radtke  has  a  little 
[problem.  Whenever  he  in- 
troduces himself  as  the  presi- 
dent and  chief  executive  offi- 
cer of  Melitta  North  America, 
people  invariably  respond: 
That's  the  coffee-filter  compa- 
ny, isn't  it?  On  a  good  day, 
some  may  recall  that  Melitta 
makes  drip-coffee  machines, 
but  rarely  does  anyone  realize 
that  it  also  sells  coffee. 

Radtke  is  out  to  change 
that.  His  company's  German 
parent,  Melitta-Werke  Bentz  & 
Sohn,  has  sold  coffee  and  re- 
lated paraphernalia  in  Europe 
for  81  years.  But  Melitta  didn't 
start  peddling  coffee  in  the 
U.  S.  until  1985.  That's  when  German-born  Radtke,  43,  left  his 
post  running  Melitta's  Canadian  operations  to  become  CEO  for 
North  America.  Starting  with  New  York,  Melitta  spread  out 
into  specialty  stores  and  then  supermarkets  in  major  cities 
along  both  coasts  and  in  Chicago.  With  80%  distribution  therej 
Melitta  is  moving  across  the  country,  using  channels  in  place 
for  its  filters  and  spending  18%  of  revenues  on  ads  and  promo 
tion.  The  effort — with  a  theme  of  "coffee  perfection" — boast 
of  Melitta's  expertise  in  coffee,  filters,  and  machines. 

With  worldwide  revenues  of  $1.5  billion,  Melitta's  U.  S.  reve 
nues  last  year  were  $60  million  ($17  million  from  coffee),  up 
from  $25  million  in  1985.  Radtke,  who  says  he  drinks  five 
six  mugs  of  decaffeinated  coffee  a  day,  expects  sales  of  $751 
million  for  1989.  He  can  be  optimistic  because  Melitta  is  shoot-f 
ing  for  the  premium  end  of  the  coffee  market,  where  sales! 
grew  10%  last  year — despite  a  1%  drop  in  coffee  consumption! 
overall.  "We  want  to  be  the  Haagen-Dazs  of  coffees,"  he  says.I 
Radtke  even  has  a  head  start  on  that  goal.  Despite  its  name,! 
the  ice  cream  company  is  based  in  Teaneck,  N.  J.  Melitta  has! 
the  real  European  credentials. 
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The  right  chemistry 
for  fun. 


New  anti-fouling 
coating  makes 
a  big  splash. 

This  innovative  product  from  Ferro 
Corporation,  known  as  Crystic® 
CopperClad  anti-fouling  coating, 
keeps  boats  from  going  afoul  by 
helping  to  prevent  barnacles  fronn 
attaching  to  hulls.  According  to 
Ferro,  an  occasional  rinse  with  a 
high-pressure  hose  and  some  light 
brushing  is  all  that's  ever  needed  — 
never  any  scraping. 

The  CopperClad  product  is  made 
of  fine  copper  powder  dispersed  in  a 
specially  prepared  polyester  resin 
base  using  Amoco®  isophthalic  acid. 
Ferro  reports  that  the  product  is 
actually  bonded  to  the  hull,  so  it's 
virtually  impossible  to  remove.  Given 
just  one  application,  any  boat  bottom 
will  be  in  shape  for  many  seasons, 
Ferro  reports.  The  product  is  already  in 
wide  use  by  boat  owners  and  manu- 
facturers throughout  the  Caribbean, 
the  Far  East  and  Europe. 


Performance 
In  action. 

When  no  ordinary  yarn  will  do,  such 
fine  knitters  as  Deer  Creek,  Collins  and 
Aikman,  Coville,  and  Alexander  Laufer, 
put  Synera®  performance  fibers  from 
Amoco  Fabrics  and  Fibers  Company 
at  the  top  of  the  list.  It's  a  winner 
on  the  track,  in  the  pool,  and  on  the 
aerobics  floor. 


Synera  is  a  state-of-the-art 
polypropylene  (olefin)  fiber  that's 
unbeatable  in  colorfastness,  comfort 
and  lightweight  performance.  And 
because  it's  polypropylene,  it's  able  to 
offer  "no  sweat"  comfort,  mile  after 
mile,  by  transferring  moisture  out  and 
away  from  the  body. 

This  remarkable  material  today  is 
rising  to  demanding  challenges  with 
every  new  application.  So  much  has 
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Improved  blister 
resistance  takes  to 
the  seas. 

This  sleek  yacht  from  C  &  C  Yachts  Inc. 
will  be  beautiful  and  seaworthy  for  a 
long,  long  time,  thanks  in  large  part  to 
the  Amoco  materials  from  which  it's 
constructed. 

The  glass  fiber  hulls  of  boats 
made  by  C  &  C  Yachts  Inc.  are  made 
with  polyester  resins  based  on  Amoco® 
isophthalicacid.  Extensive  Amoco 
research  shows  that  isopolyester 
resins  are  far  less  prone  to  blistering 
than  ortho-based  alternatives.  That's 
why  isopolyester  resins  are  often 
called  'The  Blister  Resisters.' 
Moreover,  when  isopolyesters  are 
used  throughout  the  hull,  they  provide 
improved  toughness  and  greater 
fatigue  resistance.  And  in  the  outer 
layer  called  'the  gelcoat,'  they  provide 
better  weather  resistance. 


Beyond  adding  hull  endurance, 
Amoco  materials  make  C  &  C  Yachts' 
boats  more  responsive,  as  well. 
This  yacht  is  equipped  with  Harken 
winches,  which  utilize  corrosion 
resistant  ball  and  roller  bearings  made 
of  high  tech  Torlon®  plastic  from 
Amoco  Performance  Products,  Inc.,  a 
subsidiary  of  Amoco  Chemical. 
Perfect  for  wet  environments,  Torlon's 
high  compression  strength,  light 
weight  and  natural  lubricity  enable 
running  rigging,  furling  and  steering 
systems  to  respond  smoothly 
and  reliably  under  all  wind  and  sea 
conditions. 


its  popularity  grown  that  Amoco  has 
expanded  facilities  for  producing  it 
and  maximized  production. 

For  sports  apparel  performance, 
Synera  is  overtaking  the  competition 
on  the  inside  track. 


Game 

Set 

Match. 


For  a  good  cardiovascular  workout, 
this  miniaturized  version  of  the 
traditional  tennis  game  is  becoming  a 
real  hit  in  the  United  States. 

While  the  rules  of  "platform 
tennis"  are  similar  to  the  traditional 
game,  the  dimensions  of  the  court  — 
60  feet  by  30  feet  —  are  considerably 
smaller,  to  enable  space  savings. 
And  now,  significant  cost  savings  can 
be  added  to  the  game's  list  of  advan- 
tages as  well. 

Creative  Pultrusions  Inc.,  Alum 
Bank,  Pennsylvania,  U.S. A,  has  served 
up  a  new  type  of  floor  for  platform 
tennis  courts  based  on  Amoco® 
isophthalic  acid.  The  new  plastic  floor 
matches  the  bounce  and  feel  of  the 
wood  or  aluminum  decks,  and  can  be 
installed  at  half  the  cost. 

Non-skid  coated,  the  new 
laminate-constructed  floor  meets  or 
exceeds  the  performance  properties 
of  aluminum  deck  materials. 


How  to  make  a 
splash  with  athletes 
everywhere. 

Even  the  pros  are  giving  high  scores  to 
a  new  addition  in  the  weight  and 
training  room.  It's  called  The  Current 
Poor  Manufactured  by  SwimEx 
Systems,  Inc.,  this  innovative  fitness 
product  lets  the  athlete  swim  in  place 
so  muscles  can  be  conditioned  and 
injuries  rehabilitated  without  putting 
unnecessary  stress  on  joints. 

The  Current  Pool  gets  high  scores 
for  durability  Its  fiber  glass  body  is 
made  with  such  materials  as  Amoco® 


isophthalic  acid,  Amoco®  aialeic 
anhydride,  and  Amoco®  styrene;  its 
propeller  blade  is  made  with  Amoco® 
polypropylene.  The  attractive  white 
fiber  glass  pool  resists  blistering, 
cracking  and  delaminating  under 
normal  conditions. 

SwimEx  reports  homes,  sports 
clubs,  hospitals,  rehabilitation  clinics 
and  resorts  are  bubbling  over  with 
enthusiasm  for  the  product. 
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Kycon  resins  cause 
mve  of  excitement 

hark  Technology,  Colorado,  U.S.A., 
5cently  introduced  its  first  high 
erformance  saiiboard  and  fins 
lanufactured  with  Xycon®  hybrid 
jsins  from  Amoco  Chemical.  And 
nthusiasm  is  growing  among 
ailboard  makers. 

Shark  Technology  reports  the 
ybrid  resins  turn  saiiboard  design 
nd  manufacture  into  smooth  sailing, 
reduction  cost  and  time  is  signifi- 
antly  decreased  because  no  gelcoat 
!  required.  And  critical  parts  of  the 
oard  can  be  made  stiffer  than  other 
arts  with  60  percent  less  shrinkage 
lan  vinyl  esters. 

For  surfers,  the  new  boards  look 
nd  perform  like  expensive  custom 
cards,  but  they're  as  light  and  as  stiff, 
lore  durable  and  cost  less  to  pro- 
uce.  To  manufacturers  and  saiiboard 
nthusiasts  alike,  Xycon  hybrid  resins 
rovide  a  competitive  advantage 
nat's  sure  to  win  races  —  and 
ustomers  —  all  over  the  world! 


Polypropylene 
fabric  stands 
up  to  all  kinds 
of  problems. 

New  Condesa®  fabric  from  Amoco 
Fabrics  and  Fibers  Company  is 
adding  a  powerful  performance 
advantage  to  everything  from  sport- 
bags  to  shoes  and  outdoor  gear  It's 
colorfast  and  impervious  to  water- 


based  stains,  bleach  and  even  battery 
acid.  And  it's  almost  impossible  to 
snag  or  rip. 

Condesa's  hidden  secret  lies  in 
its  color.  Dyed  before  processing, 
the  fiber  is  colored  before  it's  made 
into  yarn.  That  is,  the  coloring  is 
added  right  to  the  polymer.  So  its 
color  stays  true,  because  it  runs 
through  and  through,  long  after 
most  fabrics  have  faded. 

When  durability  is  essential,  more 
and  more  people  today  rely  on  the  super 
strength  fabrics  called  Condesa  from 
Amoco  Fabrics  and  Fibers,  a  subsidiary 
of  Amoco  Chemical  Company 
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HE  LBO  SAILS  DOWN 
lADISON  AVENUE 


ore  and  more  ad  shops  are  buying  their  way  out  of  megamergers 


r here's  a  saying  on  Madison  Ave- 
nue: "When  your  first  dient  is  the 
bank,  all  your  other  clients  suf- 
."  So  advertising  agencies  have  gen- 
illy  shied  awray  from  leveraged 
^outs.  But  after  toiling  as  hired  hands 
the  spraw^ling  companies  created  by 
s  decade's  w^ave  of 
rgers,  some  disillu- 
ned  managers  have  de- 
sd  the  risk  is  worth  it. 
ther  than  put  up  with 
nt  conflicts  and  culture 
shes,  they  are  opting  to 
:  with  debt  in  exchange 
their  independence, 
'he  buyouts  began  in 
bruary,  1988,  when 
at  was  then  Bozell,  Ja- 
is,  Kenyon  &  Eckhardt 
.,  whose  $1.4  billion  in 
ings  makes  it  the  16th- 
gest  U.  S.  agency, 
ight  its  freedom  from 
rimar  Telepictures 
■p.  in  a  $133  million 
il.  Since  then,  three 
all  Omnicom  Group 
^ncies — Tracy-Locke, 
^alls,  Quinn  &  Johnson, 
1  Waring  &  LaRosa — 
re  broken  away.  And 
tcutives  at  other  shops 
talking  about  buyouts, 
ncipals  at  Scali, 
Cabe,  Sieves  Inc.,  for 
imple,  are  trying  to 
rchase  the  70%  they 
I't  already  own  from 
P  Group  PLC. 
TRACTIONS.  Is  the  old 
ing  wrong?  Have  the 
lefits  of  independence 
set  the  pressures  from 
)t?  So  far,  Bozell's  cli- 
s  say,  service  is  as 
)d  as  ever.  "Bozell  is  no 
ferent  now  than  it  was 
we,"  says  Jim  Walsh, 
nager  of  corporate  ad- 
rtising  for  Merrill 
nch  &  Co.  "If  there 
s  a  transition,  we  sure 
ren't  aware  of  it."  And 
scutives    at  Ingalls, 


Quinn  &  Johnson  say  that  the  need  to 
meet  big  debt  payments  has  made  them 
more  efficient.  But  the  distraction  of 
taking  over  their  businesses  has  kept 
some  ad  people  from  minding  the  store 
and  aggressively  seeking  out  new  cli- 
ents. Thus  the  long-term  success  of 


^TT  Te  didn't  want  to  become  part  of  some  mega-agency  where 
V  V  we'd  be  sure  to  hit  major  client  conflicts  ^ 

CHARLES  PEEBLER,  Bozell  Inc. 


e  didn't  fit  strategically  into  [Omnicom's]  global  plans.  We 
were  neither  fish  nor  fowl^ 

SINK  GARRISON,  Ingalls,  Quinn  &  Johnson 


these  ad  agency  LBOs  remains  uncertain. 

"Advertising  is  like  any  industry," 
says  Donald  Zuckert,  a  former  agency 
executive  who  heads  his  own  consulting 
firm.  "If  you  have  a  good  product  and 
good  management,  an  LBO  won't  be  a 
problem.  The  trouble  starts  when  the 
top  people  get  so  involved 
in  financial  details  that 
they  take  their  eye  off  the 
ball." 

Bozell  Chief  Executive 
Charles  D.  Feebler  Jr.  ad- 
mits managers  got  dis- 
tracted working  out  the 
buyback,  especially  when 
the  stock  market  crashed 
in  the  middle  of  negotia- 
tions. Because  Bozell  ne- 
glected new-business  ef- 
forts, he  says,  earnings 
were  flat  in  the  last  fiscal 
year.  And  this  year,  he  ex- 
pects profits  to  grow  only 
5%,  compared  with  10%  to 
11%  under  Lorimar. 

In  the  past,  an  earnings 
slowdown  of  that  magni- 
tude would  have  been  just 
disappointing;  now  it  may 
make  things  downright 
uncomfortable.  Feebler 
and  other  Bozell  employ- 
ees kicked  in  about  20%  of 
the  purchase  price  and  fi- 
nanced the  rest  with  bank 
loans  and  subordinated 
debt.  The  agency,  best 
known  for  its  Chrysler, 
American  Airlines,  and 
Merrill  Lynch  campaigns, 
must  pay  $11  million  this 
year  in  interest. 
DEFECTIONS.  Neverthe- 
less, Feebler  insists  the 
new  financial  burdens  are 
worth  it.  When  Lorimar 
decided  to  divest  its  non- 
entertainment  businesses 
and  sell  the  agency, 
Feebler  was  determined 
to  keep  Bozell  indepen- 
dent, even  though  several 
ad  giants  expressed  inter- 
est in  buying  it.  "We 
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DAEWOO 


THUnWHO! 


Telecommunications  technology 
has  undergone  some  incredible  breakthroughs 

in  the  past  10  years.  And  Daewoo  is  right  at  the 
forefront  of  this  new  technology,  manufacturing 
the  very  latest  fiber  optics.  The  fact  is,  whether  you're 
talking  telecommunications  or  televisions,  Daewoo  is 
constantly  improving  its  products  to  make  them  the  most  highly 

advanced  on  the  market.  By  putting  such  a  great  importance 
on  high  technology,  Daewoo  has,  in  just  over  20  years,  become 
a  leader  in  industries  as  diverse  as  telecommunications 
and  shipbuilding,  aeronautics  and  automotives,  hotels  and 
finance.  Find  out  how  Daewoo's 
expertise  can  improve  the  way  people  talk 
about  your  company 


Daewoo 's  wide  range  of  high  technology  includes 
state-of-the-art  fiber  optics. 


Daewoo  International  (America)  Corp.  (212)  909-8200. 


What  number  does  The  Hartford 
call  for  application  development 
productivity  insurance? 


1-800-345-DBMS. 


DaveAnnis 


Two  years  ago,  The  Hartford's 
Group  Life  &  Health  Insurance 
Operation  decided  to  modernize 
39  company-critical  information 
systems.  They  selected  Oracle  Cor- 
poration. Why? 

Because  Oracle  promised  tools 
that  would  enable  them  to  quickly 
develop  applications  with  customiza- 
ble user  interfaces,  non-procedurally 

Because  Oracle  promised  to 
become  the  worid's  largest  relational 
DBMS  company 

Because  Oracle  set  out  to  be  the 
number  one  software  company  in 
customer  satisfaction. 

Oracle  delivered  it  all.  And  today, 


"ORACLE®  tools  increased 
our  productivity 
300%  over  other  application 
development  tools. " 

Jim  Bosco,  Project  Manager 
The  Hartford  Insurance  Group 


"With  SQL*Forms^ and 
ORACLE,  we've  developed  over 
one-thousand  interactive 
screens,  without  writing  a 
single  line  of  procedural 
language  code." 

Dave  Annis,  Assistant  VP 
The  Hartford  Insurance  Group 


over  50,000  customers  have  used 
Oracle  tools  to  build  powerfijl,  world- 
class  applications.  Applications  that 
run  on  everything  from  an  IBM  PC 
to  a  Sun  workstation  to  a  DEC  VAX 
to  an  IBM  mainframe. 

Get  your  own 
productivity  insurance 

Reserve  a  seat  in  the  next  free 
Oracle  data  management  conference 
in  your  area.  FLnd  out  how  Oracles 
CASE  and  application  tools  can 
instantly  improve  your  company's 
productivity.  To  insure  yourself  a 
reservation,  call  today.  Conference 
seating  is  limited. 


Copyright  ©  1989  by  Oracle  Corp 
ORACLE  and  SQL*  Forms  are  registered 
trademarks  of  Oracle  Corporation 
Olher  companies  mentioned  own  numerous 
registered  trademarks  TRBA 


COMPATIBILITY  •  PORTABILITY  •  CONNECTABILITY 

CalTtioOMS-DBMS,  ext.  8350  today. 


20  Davis  Drive.  BelmonI,  CA  94002  •  World  Headquarters 
(415)  598-8000  •  ORACLE  Canada  (800)  387  4407  (empi 
Quebec)  •  Quebec  (514)  337  0755  •  DFIACLE  Systems 
Australia  61  2  959  5080  ■  ORACLE  Europe  44  1  948-691 1  • 
ORACLE  Systems  Hong  Kong  852  5  266846 
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I't  want  to  become  part  of  some 
;a-agency  where  we'd  be  sure  to  hit 
or  client  conflicts,"  he  says, 
alias-based  Tracy-Locke  is  feeling  a 
erent  kind  of  pressure.  In  June,  1988, 

executives  purchased  20%  of  the 
pany  from  Omnicom  for  an  estimat- 
;7  million.  The  deal  was  financed  en- 
,y  by  individual  contributions,  so  Tra- 
.ocke  didn't  have  to  take  on  any  debt, 
n  so,  the  new  ownership  arrange- 
it  put  strains  on  the  agency. 
3me  former  executives  complain  that 
:y-Locke  CEO  Howard  W.  Davis  and 
irman  Phil  Slott  kept  the  lion's  share 
;he  stock  for  themselves.  That  may 
e  sparked  defections:  The  Dallas  of- 

has  lost  its  general  manager  and 
:e  of  its  four  top  creative  executives 
e  the  buyback. 


SOME  DROPOUTS 
FROM  AD  MERGERS 


lanagement  agreed  to  pay  Lorimar- 
elepictures  $133  million  for  the  agency 
B  months  ago.  Bozell  borrowed  $95.5 
lillion  to  finance  the  deal  and  will  pay 
1 1  million  to  service  that  debt  this  year 


IS' 


op  executives  bought  back  a  20%  in- 
!rest  from  parent  Omnicom  in  June, 
988,  for  an  estimated  $7  million 


lanagement  purchased  the  agency 
om  Omnicom  in  February  for  an  esti- 
lated  $5  million  to  $7  million.  IQJ  bor- 
iwed  $4.5  million  to  finance  the  pur- 
h.ase.  Annual  debt  service:  $500,000 

DATA:  COMPANY  REPORTS,  BW 


)avis  says  the  stock  was  doled  out 
to  the  executives  he  wanted  to 
p.  But  even  this  group  has  suffered 
•ition.  Larry  Spiegel,  an  executive 
;-president  and  top  media  buyer,  gave 
his  stock  to  join  a  small  Dallas  agen- 
as  a  principal.  His  equity  stake,  he 
s,  "wasn't  enough  to  put  on  the 
idcuffs."  Slott  resigned  in  July, 
'ugs  Davis,  "Stock  can  go  down,  too." 
CHING  PENNIES.  Part  of  the  buyback 
eement  with  Omnicom  included  the 
sdom  to  acquire  other  agencies.  Davis 
I  other  Tracy-Locke  executives  hoped 
establish  a  foothold  in  New  York  and 
ut  around  for  a  worldwide  partner 
t  would  give  them  international  capa- 
ties.  Davis  went  on  a  shopping  spree 
•ing  his  first  six  months  as  a  minority 
tier,  snapping  up  a  small  New  York 
mcy  and  two  regional  shops. 
)ome  insiders  complain  that  the  acqui- 


mm 


Seeking  High  Current  Yields 


Discover 
High  Income 


30-Day 
Yield 
(8/14/89) 

Average  Annual  1btal  Returns*  (6/30/89) 

1  Year 

5  Years 

10  Years 

13.70% 

9.54% 

15.12% 

12.99% 

Fidelity  High  Income  Fund-our  highest  yielding  bond  fund-aggressively  seeks  out 
the  higher  yields  usually  available  from  lower-rated  bonds.**  Higher  yields  mean  higher 
monthly  income,  which  when  reinvested  can  help  you  compound  your  returns  over  time. 
Start  with  just  $2500.  Choose  it  for  your  IRA  or  Keogh  and  start  with  $500.  Plus,  benefit 
from  •  No  sales  charge  •  Free  checks  riting.  Yield,  share  price  and  return  will  vary 

*Tolal  returns  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Performance 
figures  are  historical  and  voii  may  have  a  gain  or  loss  v\  hen  you  sell  shares  **Lower  quality  bonds  present  com 
paratively  higher 


risks  of  untimely 
payment  of  interest 
and  principal  and 
greater  price  vola- 
tility The  market 
for  these  securities 
may  be  thinner  and 
less  active. 


1-800-544-6666   24  hours 
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Fidelity  High  Income  Fund.  For  more  com|)lete  informa- 
tion, includmg  management  fees  and  expenses,  call  or  write  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  jgm^ 
money.  Fidebty  Distributors  Corporation  FidsUty 
(General  Distribution  ,\gent),  PO.  Bo.\  Investments 
66060  i  Dallas,  T.\  "S266-06O3.  ^ 
2r  CODE:  BW/HII/091889 


"Something's  got  to  go,  Fenton. 
You,  me  or  this  inventory—  and  it's  not  going  to  be  me." 

If  your  company  has  some  equipment  or  excess 
inventory  It  doesn't  need  anymore,  call  EAL.  We'll  turn 
your  tax  deductible  donation  into  scholarships  for 
needy  students,  and  supplies  for  worthy  colleges. 

Educational  Assistance  Ltd  Phone  (312)  690-0010.  or  write  PO.  Box  3021,  Glen  PJIyn.Il.  60138. 
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thought  I  was  hearing  things 

^hen  they  said,  'It's  not  our  equipment, 

3ut  we'll  take  care  of  it  anyway' " 


"The  last  time  something  went  wrong  with 
my  system,  the  computer  eompany  blamed 
everybody's  equipment  except  their  own. 

"Meanwhile.  I  had  people  out  there  gritting 
their  teeth,  staring  at  blank  screens. 

"But  that's  all  history  now." 

The  Solution:  With  just  one 

call,  IBM  w  ill  take  full  responsibility  lor  every 
piece  of  computer  equipment  you  ve  got. 

No  matter  whose  name  is  on  it. 

All  you  need  is  a  telephone,  and  our 
simplified  service  agreement. 

It's  just  one  more  example  of  IBM  listening 
to  your  needs,  and  bringing  you  the  best 
solutions.  


One  number. 

Seven  uncompromising  hotels  &  resorts. 


THE  REGISTRY  HOTELS: 


Denver,  Colorado 
Los  Angeles,  California 
Minneapolis/St.  Paul, 
Minnesota 

THE  REGISTRY  RESORTS: 

The  Don  CeSar,  St.  Petersburg 

Beach,  Florida 
Naples,  Florida 
Scottsdale,  Arizona 

U.S.  &  CANADA 

1-800-247-9810 

Ask  about  our  Frequent  Guest 
Program. 


„  REGISTRY. 

'rHotek&Resortss 


PRESERVATION 

PLAN  ON  IT 


Wnte 

National  Trust 

for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Av  .,  N.W. 
Washington,  D.C.  200j() 
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Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 

National— Regional— Local: 

Directories     Custom  reports 
Databases       Mailing  lists 

FREE  Information  Kit:  1-800-843-8036 


1  Market  Street,  PO  Box  81281 
Wellesley  Hills,  MA  02181 
(617)237-2001  -  Fax  (617)237-3235 
Tlx  497-2961  CRPTECH 
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sitions  diverted  cash  and  attention  fron: 
existing  accounts.  Always  cost-con 
scious,  Tracy-Locke  put  "even  greater 
focus  on  the  bottom  Hne,"  says  a  formei 
employee.  To  make  matters  worse,  the 
agency  lost  the  $25  million  Princess 
Cruises  and  the  $75  million  Taco  Bel 
Corp.  accounts  since  the  buyout,  though 
the  losses  apparently  had  nothing  direct 
ly  to  do  with  the  deal. 

Buybacks  don't  always  cause  prob- 
lems. In  some  cases  they  can  give  agen 
cies  the  incentive  to  run  more  efficiently 
"Historically,  agencies  haven't  had  to  be 
run  with  great  financial  skill,  because 
advertising  was  such  a  lucrative  busi- 
ness," says  Harry  W.  Clark,  a  formei 
Bozell  executive  and  managing  partnei 
of  Clark,  Dwight,  Weinstock  Inc.,  a  com 
munications  consulting  firm.  "Now  thai 
the  industry  is  tightening  up,  LBOs  force 
agencies  to  bring  their  costs  in  line 

Managers  at  Ingalls,  Quinn  &  Johnsor 
borrowed  $4.5  million  to  buy  their  agen 
cy.  To  help  pay  the  $500,000  annual  debi 
service,  IQJ  has  been  cutting  costs.  The 
agency,  which  bills  about  $117  million 
cut  its  office  space  from  six  to  foui 
floors  and  installed  voice  mail  to  save  or 
staff.  The  company  cars  are  gone,  anc 
managers  rarely  let  receivables  slip  pasi 
30  days.  Bozell  has  slashed  expenses 
too.  Employees  no  longer  fly  first  class 
and  entertainment  has  been  scaled  back 
That  helped  boost  operating  profit  mar 
gins  from  less  than  47^  under  Lorimar  U 
11%  now,  Feebler  says. 
CONFLICTS.  Buyouts  can  even  help  boos 
new  business.  Small  subsidiary  agencies 
often  have  trouble  attracting  new  ac 
counts  because  of  potential  conflicts 
with  clients  at  their  much  bigger  paren 
agencies.  Independence  has  freed  IQJ  t( 
pitch  to  clients  that  used  to  be  off-limits 
The  agency  is  a  finalist  for  a  $12  millior 
New  England  Toyota  Dealers  account 
Automobiles  had  been  a  closed  categorj 
for  IQJ  because  of  car  accounts  at  botl 
major  Omnicom  shops.  Without  Omni 
com,  IQJ  may  also  concentrate  on  New 
England-based  clients.  This  approach  of 
ten  clashed  with  Omnicom's  internation 
al  focus.  "We  didn't  fit  strategically  ii 
their  global  plans,"  says  Richard  C 
"Bink"  Garrison,  IQJ  chief  executive 
"We  were  neither  fish  nor  fowl." 

The  onslaught  of  agency  buybacks 
signals  just  how  much  the  ad  business  ii 
changing.  At  a  time  when  competition  ii 
keener  than  ever,  executives  at  thes< 
shops  must  cope  with  their  debt  and  re 
vised  structures.  But  advertising  at 
tracts  creative,  self-reliant  types.  Foi 
those  managers,  independence  ma] 
prove  to  be  the  best  incentive. 

By  Todd  Mason  in  Dallas,  Robert  Du^ 
in  Boston,  and  Walecia  Konrad  in  Neu 
York 
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ick  Brady  has  a  vision  for  the 
future — and  it  bears  an  uncanny 
resemblance  to  a  more  genteel 


le  Treasury  Secretary  remembers 
iVall  Street  of  old,  when  gentlemen's 
5  prevailed.  For  some  time,  Brady 
agonized  over  what  he  sees  as  Cor- 
te  America's  vulgar  obsession  with 
buck  deals,  pyramiding  debt,  and 
lless  takeovers — an  unseemly  cul- 
of  greed  that  makes  his  patrician 
d  boil.  "I'm  all  for  trying  to  keep 
city  in  bounds,"  Brady  says,  gestur- 
from  a  sofa  in  his  sunlit  office, 
've  developed  a  fly-now,  pay-lat- 
mentality,  and  I've  got  this 
ving  feeling  that  sooner  or  later 
^oing  to  bite  us." 
lat's  typical  Brady:  The  lan- 
je  is  awkward,  but  the  message 
ear.  A  man  whose  chiseled  pro- 
courtly  manner,  and  Wall 
et  connections  bespeak  Old 
ey  Republicanism,  Nicholas  F. 
ly  isn't  about  to  wait  for  the 
of  reckoning.  Convinced  that 
mania  is  diverting  America's 
urces  and  sapping  U.  S.  compet- 
ness,  the  Treasury  chief  has 
I  quietly  at  work  on  a  plan  to 
a  investors  and  managers  away 
1  their  fixation  on  short-term 
s.  The  scheme  is  still  being 
mered  out  by  the  Treasury  and 
)t  scheduled  to  go  to  the  White 
se  until  later  this  fall.  But  the 
st  of  the  plan  could  form  the 
estic  underpinning  of  the  1990 
e  of  the  Union  address. 
RP  TURN.  The  plan  is  likely  to 
;e  a  good  deal  of  controversy. 
1  Street  dealmakers,  accustomed 
ihaling  a  heady  rush  of  quick 
its,  will  fight  curbs  on  the  take- 
■  game.  Conservative  fans  of 
,ez-faire  may  attack  Brady's  ap- 
ich  as  intrusive.  And  Democratic 
•als,  who  would  generally  ap- 
d  any  campaign  to  curb  busi- 
;  excesses,  can  be  expected  to 
jaste  some  of  Brady's  tax  proposals 
"trickle-down  economics."  Further, 
e's  no  certainty  that  the  costly  incen- 
3  will  work. 

jnceptually,  Brady's  approach  does 
represent  startling  new  thinking, 
it's  a  sharp  departure  from  Reagan- 
Optimist-in-chief  Reagan  never  con- 
id  that  the  U.  S.  had  a  competitive- 
>  problem.  Brady  not  only  admits  it 
is  crafting  activist  policies  to  do 
ething  about  it. 

lie  first  thing  on  Brady's  agenda  is 
pping  up  negotiations  with  Congress 
i  capital-gains  tax  cut.  Once  consid- 
1  a  long  shot,  the  capital  gains  cut 


has  been  revived  in  part  by  the  Adminis- 
tration's determined  lobbying.  But  the 
deal  is  still  fragile,  and  Brady  must 
steer  the  measure  through  the  Demo- 
cratic House. 

An  Administration-backed  proposal, 
which  slashes  capital-gains  taxes  for  two 
years,  creates  a  temporary  "window"  to 
encourage  investors  to  take  profits.  That 
gives  the  Treasury  an  added  $3  billion  a 
year.  But  it  smacks  of  the  sort  of  short- 
term  gimmickry  that  Brady  professes  to 
dislike.  So  he  will  try  to  broaden  this 
temporary  cut  into  a  permanent  reduc- 
tion that  will  benefit  entrepreneurs. 


►  Lessen  the  tax  code's  bias  toward 
debt  financing  by  ending  or  reducing 
the  double  taxation  of  dividends. 


►  Promote  equity  investment  by 
restoring  favorable  tax  treatment  for 
capital  gains,  especially  for  long-term 
investments. 


►  Encourage  individuals  to  save 
more  by  creating  or  expanding  tax- 
deferred  savings  plans  such  as  indi- 
vidual retirement  accounts. 


►  Lengthen  the  time  horizons  of  cor- 
porate managers  by  creating  tax  in- 
centives for  executive  compensation 
based  on  long-term  performance. 


►  Increase  workers'  stake  in  their 
companies  by  promoting  Employee 
Stock  Ownership  Plans-but  require 
that  workers  be  given  more  voice  in 
management  decisions. 


Pushing  through  a  capital-gains  cut 
would  be  a  political  triumph  for  Bush. 
But  Brady  has  no  intention  of  stopping 
there.  He  has  aides  working  up  other 
options  to  encourage  savings  and  dis- 
courage asset-shuffling.  Among  them: 

■  Curbing  tax  incentives  for  corporate 
debt.  Brady  believes  that  excessive  le- 
verage prevents  companies  from  invest- 
ing in  new  products  and  modernizing 
equipment.  One  way  to  soften  the  tax 
code's  bias  toward  debt  would  be  to 
phase  out  the  double  taxation  of  corpo- 
rate dividends. 

■  Providing  new  tax  breaks,  such  as  ex- 
panded individual  retirement  accounts 


and  lower  capital-gains  taxes,  to  pro- 
mote private  savings. 

■  Encouraging  managers  to  stretch  out 
their  time  horizons  by  reducing  taxes 
on  compensation  based  on  long-term  cor- 
porate performance. 

■  Urging  corporations  to  report  cash 
flow  on  income  statements.  Right  now, 
companies  that  invest  heavily  in  equip- 
ment and  research  take  an  earnings  hit. 
Highlighting  cash  flow,  before  deprecia- 
tion, might  help  companies  that  make 
capital  investments  look  better. 

■  Putting  the  "E"  back  in  ESOPs.  The 
Treasury  is  looking  at  ways  to  give  Em- 
ployee Stock  Ownership  Plan  partic- 
ipants more  of  a  voice  in  manage- 
ment decisions. 

Still  to  be  determined  is  just  how 
much  commitment — or  cash — Bra- 
dy's pal,  George  Bush,  will  put  into 
this  drive.  Both  the  President  and 
Budget  Director  Richard  G.  Dar- 
man  have  spoken  out  about  the 
need  to  rediscover  the  old  Yankee 
virtues  of  thrift  and  hard  work.  But 
they  have  been  woefully  short  on 
details.  That  has  led  some  critics  to 
dismiss  the  Administration's  "back 
to  the  future"  kick  as  so  much  plati- 
tudinous froth.  "Talk  is  cheap," 
says  Harvard  University  economist 
Lawrence  Summers,  a  former  advis- 
er to  Michael  S.  Dukakis.  "If  you're 
not  willing  to  deal  with  money,  it's 
tough  to  deal  with  business." 
INVISIBLE  MAN.  Some  skepticism 
about  Brady's  ability  to  deliver  on 
his  dreams  is  understandable.  On 
ego-driven  Wall  Street,  he  headed 
the  old-line  investment  banking  firm 
of  Dillon,  Read  &  Co.  with  a  discre- 
tion that  bordered  on  invisibility. 
And  in  Washington,  he  seems  ill  at 
ease  with  the  bureaucratic  sharp-el- 
bows game.  But  he  is  one  of  the 
President's  closest  friends  and  has 
proved  surprisingly  effective  at  get- 
ting his  way. 

Brady,  59,  is  painfully  shy  in  pub- 
lic and  a  diffident  speaker.  At  first, 
this  led  the  Washington  cognoscenti  to 
dismiss  Brady  as  a  laggard  in  the  Cabi- 
net. Sniffs  one  Republican  stalwart:  "He 
always  seems  to  be  about  three  beats 
behind." 

Adds  former  Treasury  official  Roger 
Altman,  managing  director  of  Black- 
stone  Group,  a  New  York  investment 
firm:  "I  think  Brady  could  wind  up  hav- 
ing more  impact  than  other  Secretaries 
who  were  viewed  as  faster  starters.  But 
perception  is  reaHty  in  Washington.  And 
the  perception  is  that  Brady  has  a  com- 
munications problem." 

Brady  is  clearly  stung  by  his  humbler 
image.  "I  don't  like  the  'who's  up  and 
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who's  down'  game,"  he  snaps.  "I  have 
little  patience  for  it."  Instead,  he  has 
struggled  to  make  his  mark  on  the  poli- 
cy front.  And  he  has  begun  to  compile  a 
record  of  accomplishments  that  some  of 
his  glitzier  predecessors  might  envy. 
Says  Stuart  E.  Eizenstat,  top  domestic 
adviser  to  President  Carter:  "In  his  first 
months,  he  has  done  as  much  as  many 
Secretaries  have  in  their  careers." 

Named  to  his  job  by  President  Reagan 
a  year  ago — at  Bush's  request — Brady 
realized  that  his  first  chore  would  be 
tackling  the  spreading  savings  and  loan 
crisis.  Treasury  came  up  with  a  dramatic 
plan.  By  imposing  tough  new  regula- 


tions and  stiff  capital  standards,  the  leg- 
islation paves  the  way  for  an  orderly 
liquidation  of  a  large  chunk  of  the 
thrift  industry.  And  it  commits  the  gov- 
ernment to  spending  about  $100  billion 
to  close  down  insolvent  institutions. 

Still,  some  people  criticize  Brady  for 
not  asking  for  enough  cash  to  solve  the 
problem  permanently.  Treasury  "got 
nearly  100%  of  what  it  wanted,"  says 
GOP  analyst  Kevin  Phillips.  "But  it  was 
only  60%  of  what  was  needed." 
METHODICAL  ANALYST.  Brady's  approach 
to  the  bailout  is  instructive.  He  refused 
to  sign  off  on  a  bill  until  aides  Robert  R. 
Glauber  and  David  W.  Mullins  Jr.  pro- 


vided a  precise  estimate  of  how  much  a 
bailout  would  cost.  Again  and  again,  the 
two  were  forced  to  refine  their  calcula- 
tions until  the  Secretary  was  satisfied. 
"I  wanted  to  be  damn  sure  what  the 
numbers  were,"  Brady  explains. 
■  This  is  classic  Brady.  Although  his 
mind  is  a  sieve  when  it  comes  to  num^ 
bers — he  is  forever  referring  to  a  set  of 
bound  flip  charts  that  highlight  key  eco- 
nomic trends — he  is  a  methodical  ana- 
lyst. "You  have  to  be  sure  of  your 
facts,"  he  says.  "You  assemble  a  lot  of 
statistics  and  winnow  out  the  73  that 
don't  count  to  come  up  with  the  three 
that  make  the  difference.  Once  you've 


BRADY'S  BUNCH:  A  FEW 
INSIDERS,  A  FEW  ACADEMICS, 
A I0T  OF  POWER 


Studied  understatement  is  the  order  of  the  day  at  Nicl 
Brady's  Treasury.  As  a  manager,  Brady  adheres  to  t 
pattern  he  adopted  on  Wall  Street.  He  relies  heavily  "l^'" 
his  top  assistants  and  gives  subordinates  ample  credit  for  £ 
successes.  "It's  a  good  team,"  says  one  senior  Administrat 
official,  "and  Brady  gives  them  their  head." 


MR.  INSIDE 


THE  PROFESSORS 


While  Brady  concentrates 
on  the  big  picture,  he 
leaves  day-to-day  management 
to  former  Yale  classmate  John 
E.  Robson.  A  former  top  execu- 
tive of  G.D.  Searle  &  Co.,  Dep- 
uty Secretary  Robson  is  Brady's 
chief  operating  officer.  Hard- 
charging  where  Brady  is  easy- 
going, Robson  has  never  been 
shy  about  shaking  things  up.  As 
dean  of  Emory  University's 
business  school,  he  replaced  the 
entire  senior  staff  and  most  of 


the  faculty  over  two  and  a  half 
years. 

Robson,  59,  is  an  experienced 
government  hand,  having 
served  in  both  the  Nixon  and 
Ford  Administrations.  But  his 
portfolio  ranges  beyond  manag- 
ing the  department.  He's  help- 
ing to  draft  Treasury's  long- 
term  investment  options  and  is 
implementing  the  thrift  bailout. 


During  the  campaign, 
George  Bush  liked  to  ridi- 
cule Harvard  as  the  fount  of  ef- 
fete liberal  thinking.  Yet  two  of 
Brady's  first  selections  for  se- 
nior posts  came  from  Harvard. 
Under  Secretary  for  Finance 
Robert  R.  Glauber  (left),  50, 
was  chairman  of  the  Advanced 
Management  Program  at  the 
business  school.  Assistant  Sec- 
retary for  Domestic  Finance 
David  W.  Mullins  (right),  43, 
was  a  finance  professor. 

The  pair  served  as  top  staff- 
ers on  the  Brady  task  force  that 
studied  the  October,  1987, 


stock  market  crash.  The  paj  i  cs 
proposed  more  aggressive  t 
lation  of  the  markets,  a  find 
that  upset  the  Reagan  Admi 
tration.  Later,  the  duo  helpe 
Brady  put  together  the  thrii 
dustry  bailout  plan,  which  aJ 
featured  heavy  new  regulati 
Still  a  bit  new  to  the  ways  ( 
Washington,  the  professors 
casionally  treat  lawmakers  1 
graduate  students.  But  Brae 
enjoys  the  intellectual  spark 


Glauber  and  Mullins  give  of  :kk 
and  he  has  put  them  in  chai  \ 
of  his  long-term  investment 
project.  i^ive 
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hose  three,  don't  sit  around  for  sev- 
eeks — move." 

e  S&L  debate  showed  another  facet 
Irady's  character:  his  stubborn 
k.  From  the  start,  he  insisted  that 
ost  of  the  bailout  not  be  counted  in 
judget.  He  rejected  a  Democratic 
that  would  have  put  the  rescue  "on 
et"  but  exempted  the  cost  from  the 
im-Rudman  target.  Even  after  GOP 
takers  warned  that  his  intransi- 
3  could  sink  the  bill,  Brady  wouldn't 
e.  He  persuaded  Bush  to  threaten  a 
That  led  to  a  compromise  that 
id  a  substantial  portion  of  the  res- 
)ff  the  budget.  Says  House  Budget 
■nittee  Chairman  Leon  E.  Panetta 
dif.):  "As  personable  and  as  willing 


to  listen  as  Brady  is,  it's  tougher  than 
hell  to  move  him." 

Brady's  other  major  initiative  has 
been  a  new  Third  World  debt  strategy. 
Treasury  predecessor  James  A.  Baker 
HI  emphasized  new  private  lending  to 
cash-strapped  debtor  nations,  but  the 
banks  balked.  Brady  has  shifted  the  fo- 
cus to  debt  relief,  which  has  brought 
commercial  banks  and  Third  World  coun- 
tries back  to  the  negotiating  table.  "Bak- 
er's debt  plan  became  a  joke,"  says  one 
banker.  "Brady  at  least  got  us  off  in  the 
right  direction." 

'MISCONCEIVED  INITIATIVE.'  Thanks  to  the 
Brady  plan,  the  U.  S.  did  broker  a  deal  in 
July  between  Mexico  and  its  biggest  pri- 
vate lenders,  including  Citibank.  The 


agreement  put  a  huge  dent — some  $10 
billion  to  $12  billion — in  Mexico's  debt 
burden. 

A  repeat  performance  will  be  tough, 
though.  Bankers  are  reluctant  to  accept 
big  write-offs  that  would  weaken  their 
balance  sheets.  And  unlike  Mexico's  re- 
formist government,  Argentina  and  oth- 
er debtors  are  resisting  the  harsh  belt- 
tightening  that  is  a  precondition  for 
relief.  Citicorp  Chairman  John  Reed  is 
cool  to  further  write-downs.  And  some 
foreign  bankers  are  wary.  Sir  Kit  McMa- 
hon,  chairman  of  Britain's  Midland  Bank 
PLC,  dismisses  Brady's  debt  plan  as  a 
"misconceived  initiative."  Adds  Richard 
Garden,  a  director  at  Barclays  Bank 
PLC:  "You  lose  the  simple  discipline  of 


likes  to  thrash  out  ideas  in  brainstorming  sessions 
s.  When  he  wants  more  information,  he  places  dis- 
3  to  his  buddies  from  35  years  on  the  Street.  As  an  in- 
banker,  he  says,  he  compiled  "a  terrific  Rolodex." 
irs,  Brady  has  struggled  to  overcome  a  reading  dis- 
tiat,  plus  his  impatience  with  windy  treatises,  explains 


his  fondness  for  having  complex  issues  condensed  into  short 
memos.  "They  make  the  writer  focus,"  he  says. 

Brady  has  assembled  an  eclectic  team  that  is  a  blend  of  long- 
time loyalists,  academics,  and  some  old  Washington  hands.  Be- 
cause Brady  likes  to  delegate,  many  have  become  powers  in 
their  own  right.  Here  are  the  members  of  the  firm. 


ITERNATIONAL  DEPARTMENT 


THE  GATEKEEPERS 


came  to  Treasury 
little  experience  in  in- 
J  matters.  So  he 
two  Treasury  veter- 
i  C.  Mulford  (right), 
r  Secretary  for  Inter- 
iffairs,  and  his  top 
stant  Secretary 
1.  Dallara  (left),  41. 
and  sartorially  resplen- 
s  bespoke  suits,  the 
lucated  Mulford  man- 
li  Arabia's  billions  for 
before  joining  Trea- 
384.  Mulford' s  main 
N  is  selling  the  Brady 
itive  to  banks  and 


debtor  nations.  He  also  plays  a 
key  role  in  preparing  for  eco- 
nomic summits. 

Dallara,  a  South  Carolinian 
who  joined  Treasury'  as  a  civil 
servant  in  1976,  is  a  bit  smooth- 
er than  the  intense  Mulford  and 
is  known  as  a  good  numbers- 
cruncher.  Although  Mulford  and 
Dallara  designed  former  Trea- 
sury Secretary  James  A.  Baker 
Ill's  debt  plan,  their  own 
doubts  about  the  viability  of  the 
strategy  helped  Brady  shift  to  a 
new  approach  that  keys  on  debt 
forgiveness. 


Want  to  see  Nick  Brady? 
First  you  have  to  talk  to 
two  trusted  political  aides  who 
have  stuck  close  since  Brady's 
1982  Senate  stint.  Counselor 
Hollis  McLoughlin  (left),  39,  and 
General  Counsel  Edith  (Ede) 
Holiday  (right),  37,  serve  as  the 
Secretary's  eyes  and  ears. 

Street-smart  and  energetic, 
McLoughlin  worked  for  Purola- 


tor  Courier  Corp.,  the  Brady 
family  business.  Holiday  did 
personal  legal  work  for  Brady  in 
Washington.  Both  have  solid 
political  instincts  and  can  be  pit 
bulls  if  they  feel  their  boss  is 
threatened.  "Part  of  my  job," 
says  Holiday,  "is  helping  him 
avoid  the  minefields" 
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High  Performance  Copier 


Imagination  aeates  the  blueprint  for  reality.  For 
over  50  years,  Ricoh  has  been  using  its  imagination  to 
make  a  wide  range  of  innovative  products  become  a 
reality.  Our  passionate  commitment  to  research 
and  development  has  led  to  more  than  2,000 
international  patents.  Plus  breakthroughs  in 
fields  as  diverse  as  image  processing,  digital  com- 
munications, customized  semiconductors,  and 
artificial  intelligence. 
Current  realization  of  Ricoh's  imagination  lives  in  our 
high  speed  digital  fax  machines  and  copiers.  Not  to  mention 
our  new  Digital  Intelligent  System— which  unites  fax,  copier  and 
printer  technologies  in  one  machine.  Such  advanced  office 
equipment  allows  you  to  put  your  imagination  to  work  on  running 
your  business,  instead  of  your  office. 

Transforming  imagination  into  reality  has  fueled  Ricoh's  rise 
into  the  top  200  of  the  FORTUNE  International  500.  Because  when 
you  aeate  the  products  of  imagination  businesses  need,  success 
becomes  a  reality 


imm 


® 


*  Shown  with  optional  equipment 


the  borrower  if  you  are  not  careful." 

Despite  a  rocky  start,  the  Treasury 
Secretary  is  winning  respect  abroad.  His 
first  appearance  before  the  International 
Monetary  Fund,  last  September,  was 
leaden.  And  at  a  Madrid  conference  on 
international  debt,  his  vague  remarks 
raised  eyebrows.  "He  was  given  a  pretty 
tough  time,"  recalls  a  British  banker. 
But  these  days  he's  getting  a  better  re- 
ception. Says  a  top  Japanese  economic 
aide:  "He  is  sincere,  frank,  and  honest." 


Treasury  tax  experts  believe  that  by 
allowing  companies  to  deduct  every  pen- 
ny of  interest  paid  while  denying  any 
write-off  for  dividends,  the  tax  code  en- 
courages merger  mania.  But  the  malady 
is  much  easier  to  diagnose  than  to  cure. 

Earlier  this  year,  Brady  thought  of 
curbing  interest  deductions.  But  a  flat 
limit  on  deductible  borrowing  would 
make  capital  more  expensive,  not  cheap- 
er, as  Brady  wants.  Treasury  has  also 
toyed  with  the  idea  of  distinguishing  be- 


FISHING  WITH  BUSH:  A  FELLOW  YALIE,  BRADY  IS  BOTH  A  CLOSE  PAL  AND  A  TRUSTED  ADVISER 


Brady  has  been  active  in  the  trade 
debate  as  well.  A  free-trader,  he  opposed 
efforts  by  Commerce  Secretary  Robert 
A.  Mosbacher  and  U.  S.  Trade  Represen- 
tative Carla  A.  Hills  to  single  out  Japan 
for  retaliation.  In  the  end,  Brady  per- 
suaded Bush  to  soften  criticism  of  Tokyo 
and  initiate  new  talks  to  spotlight  Ja- 
pan's "structural"  barriers  to  imports. 

But  in  the  coming  months,  Brady  in- 
tends to  focus  his  energies  on  his  plan  to 
promote  long-term  investment.  A  prime 
objective  is  reducing  government  incen- 
tives for  companies  to  pile  up  debt.  Bra- 
dy feels  that  the  debt  binge  has  "pro- 
duced leverage  that  I  don't  think  is 
sound."  And  he  frets  that  debt  is  being 
used  for  the  wrong  reasons.  Instead  of 
borrowing  to  restructure,  he  says,  "we 
should  be  using  leverage  to  build  fac- 
tories, develop  products,  and  come  up 
with  new  research." 


tween  "good"  and  "bad"  debt.  But  Bra- 
dy's tax  mavens  couldn't  figure  out  how. 

Frustrated  by  trying  to  make  debt 
less  attractive,  Treasury  is  looking  at 
increasing  the  appeal  of  equity.  An  obvi- 
ous way  would  be  to  change  the  tax 
treatment  of  dividends,  which  are  paid 
out  of  aftertax  profits  but  are  also  tax- 
able income  to  shareholders.  The  prob- 
lem is  that  eliminating  the  double  tax- 
ation of  dividends  could  cost  as  much  as 
$40  billion  a  year. 


Brady's  Third  World  debt 

plan  lured  commercial 
banks  and  borrower  nations 
back  to  the  bargaining  table 


One  solution  Treasury  officials  like  isl 
legislation  that  would  either  permit  comi 
panies  to  deduct  a  percentage  of  the  divl 
idends  they  pay — say,  10% — or  allow  inl 
vestors  to  exclude  from  taxes  some  of 
the  dividends  they  receive.  If  Washing 
ton  ever  got  a  handle  on  the  deficit,  th^ 
write-off  could  be  expanded. 
WHY  FIGHT?  Treasury  may  seek  to  enl 
courage  private  savings  by  broadening 
the  use  of  tax-deferred  individual  retu"e 
ment  accounts.  In  1986,  tax  benefits  oi 
IRAS  were  sharply  curbed  for  wort 
ers  who  make  more  than  $40,000 
year  and  those  who  are  covered  hi 
a  company  retirement  plan.  Bu| 
Brady,  who  feels  IRAs  may  be 
good  way  to  boost  savings,  says 
"I'm  not  sure  we  gave  them  enougl] 
tim.e."  In  fact,  though,  private  sa\ 
ings  have  increased  in  the  past  twJ 
years,  which  casts  doubt  on  the  va\ 
ue  of  the  deduction. 

Brady  also  thinks  that  manager| 
and  investors  should  be  pulling 
gether,  rather  than  wasting  theil 
energies  feuding.  "Shareholders  arJ 
not  clear  that  managers'  objectivej 
are  the  same  as  theirs,"  he  says 
"These  two  groups  ought  to  be  iJ 
harmony."  In  essence,  he  wants  t| 
encourage  a  climate  where  botf 
camps  feel  that  they  have  a  stake  iij 
a  company's  future.  One  way  to  d| 
that  might  be  to  lengthen  mana^ 
ers'  time  frames  by  offering  tai 
breaks  for  compensation  based  oi 
long-term  performance.  Currently 
executives  get  no  incentive  from  th^ 
Internal  Revenue  Service  for  inji 
proving  their  corporation's  perfot: 
mance.  Brady's  idea  is  to  link  mail 
agers'  pay  to  the  success  of  theil 
companies.  For  example,  stock  b(j 
nuses  could  be  taxed  at  •  a  lowe 
rate,  or  employees  could  be  allowel 
to  defer  tax  on  payments  of  stock  unt" 
they  sell  their  shares. 

To  widen  investors'  perspective 
Treasury  is  exploring  ways  to  encoura; 
companies  to  report  cash  flow  alon 
with  earnings.  Deductions  for  deprecij 
tion  of  major  capital  expenditures  d(i 
press  the  bottom  line.  But  cash  flo^ 
calls  attention  to  a  corporation's  abilitl 
to  generate  returns  and  could  mak 
businesses  that  plow  money  back  int 
research  and  new  equipment  look  mor 
attractive  to  investors. 

Treasury  is  also  eyeing  ESOPs.  At  th 
moment,  some  employee-ownershi 
plans  are  being  set  up  solely  to  fend  o: 
takeovers.  Management  dumps  larg 
amounts  of  stock  into  a  plan,  and  th£ 
keeps  shares  out  of  the  hands  of  raider 
But  ESOPs  were  created  to  give  emplo; 
ees  a  voice  in  the  way  their  companie 
are  run.  Treasury  is  looking  at  ways  1 
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CHARIOTS 
OF  POWER 

TWELVE  CYLINDERS  MOVE  THE 
XJ-S  COUPE  AND  CONVERTIBLE  WITH 
SMOOTHNESS  AND  AUTHORITY. 


In  1971,  Jaguar  introduced  its 
high-performance  V-12  engine 
in  the  legendary  E-type.  Today, 
after  two  decades  of  refinement 
and  100,000  V-12s  later.  Jaguar 
powers  its  XJ-S  coupe  and  con- 
vertible with  the  world's  most 
thoroughly  proven  twelve- 
cylinder  engine. 

Capable  of  producing  a 
potent  262  horsepower. 
Jaguar's  V-12  engine  provides 
more  firing  impulses  per  revolu- 
tion than  engines  with  fewer 
cylinders.  The  result  is  astonish- 
ingly smooth  and  quiet  power 
delivered  across  a  broad  per- 
formance rarige  that  gives  the 
XJ-S  authoritative  acceleration, 
vivid  response  for  passing  and 
effortless  cruising  on  the  high- 
way. Modified  for  racing,  this 
engine  has  powered  Jaguar 
race  cars  to  the  World  Sports 
Car  Championship  for  the  last 
two  years. 

Inside  the  S-type's  cabin,  the 
richness  of  handcrafted  burl 


walnut  and  the  fragrance  of 
supple  leather  abound.  Sports 
seats  in  front  combine  refined 
comfort  and  contoured  support 
for  high-performance  driving. 

The  S-type  chariots  come  in 
two  configurations:  the  2  2 
Jaguar  XJ-S  coupe  offers  the 
elegance  of  grand  touring, 
while  the  XJ-S  convertible  deliv- 
ers the  excitement  and  romance 
of  an  open  cockpit  roadster. 

Visit  your  dealer  for  a  test 
drive.  Ask  him  about  Jaguar's 
extensive  three-year/36,00O-mile 
warranty.  He  can  provide  de- 
tails of  this  limited  warranty, 
applicable  in  the  USA  and 
Canada,  and  Jaguar's  uniquely 
comprehensive  Service-On-Site^'^ 
Roadside  Assistance  Plan.  For 
your  nearest  dealer,  call  toll-free: 
I-800-4-JAGUAR. 
JAGUAR  CARS  INC.,  LEONIA„NJ  G7605 
ENJOY  TOMORROW.  BUCKLE  UP  TODAY 

JAGUAR  XJ-S 


restructure  ESOPs  so  that  tax  benefits 
are  available  only  when  workers  enjoy 
voting  rights  and  other  direct  forms  of 
participation. 

Brady's  vision  is  exceedingly  ambi- 
tious, especially  for  an  Administration 
given  to  political  caution  and  fiscal  pen- 
ny-pinching. Nor  is  it  cheap.  Fully  imple- 
mented, the  ideas  Brady  is  weighing 
could  cost  $50  billion  a  year.  For  Con- 
gress to  swallow  even  a  portion  of  that, 
the  Hill  may  demand  huge  offsetting  tax 


ACENTIEMAN'S  RESUME 

Asa  Yak  graduate  and  a  prominent  businessman, 
Nicholas  F.  Brady  acquired  just  the  right  credentials  to  be 
George  Bush 's  Treasury  Secretary 

1930  Bom  in  New  York  City  (Apr.  11)  

1952  B A  Yale  University   

1954  MBA  Harvard  business  school 

1954  Joins  Dillon,  Read  (St  Co.  

1971  Succeeds  his  father  as  chairman  of  Purolator  Cou- 
rier Corp.,  the  family  business.  The  company  is 
taken  over  by  Emery  Air  Freight  Corp.  in  1986 

1971  Named  president  of  Dillon 

1978  National  Steering  Committee,  Bush  for  President 
Campaign.  Later,  heads  Bush's  New  Jersey  cam- 
paign  

1982  Appointed  to  U.S.  Senate,  serves  the  final  eight 
months  of  uncompleted  term  of  Harrison  A.  Wil- 
liams, who  resigned 

1982  Rejoins  Dillon  as  chairman 

1985  Handles  Unocal  Corp.'s  successful  defense 

against  takeover  attempt  by  T.  Boone  Pickens  Jr. 

1 987  Chairs  Presidential  task  force  on  the  October, 
1987,  stock  market  crash 

1988  Senior  adviser  to  Bush's  Presidential  campaign 


hikes  on  the  rich.  Moreover,  some  of  the 
ideas  have  been  tried  before  with  mixed 
results.  The  1982  expansion  of  IR.A.S  cost 
billions  in  lost  revenues,  but  economists 
are  still  debating  whether  it  boosted  sav- 
ings. And  in  the  past,  tax  breaks  for 
executive  compensation  were  widely 
abused — and  had  to  be  repealed.  But  de- 
spite these  problems,  Brady  feels  his 
proposals  ideas  are  worth  a  shot. 

If  this  profusion  of  ideas  poured  forth 
from  any  place  but  Brady's  Treasury,  it 
might  be  dismissed  as  a  wish  list  right 
out  of  Harvard  B-school.  But  Brady  isn't 
just  another  member  of  Bush's  team. 
During  35  years  spent  plying  Dillon's 
old-fashioned  "relationship  banking" 
business,  Brady's  stock-in-trade  was  sell- 
ing very  private  advice  to  blue-chip  cli- 
ents. Now,  he  has  only  one  client — the 
Pr.  sident — but  that  client  listens  closely. 
"Tin  -e  is  a  dimension  to  Brady's  advice 
that  is  outside  his  Treasury  role,"  notes 


a  top  White  House  aide.  "It  goes  back  to 
being  the  old,  trusted  adviser." 

Although  Bush  and  Brady  are  Eastern 
blue  bloods  and  fellow  Yalies,  they 
didn't  become  friends  until  a  decade  ago. 
Since  then,  the  men  have  grown  close. 
Brady  headed  Bush's  1980  Presidential 
campaign  in  New  Jersey,  standing  fast 
in  a  Reaganite  tide,  and  was  one  of  six 
top  advisers  who  guided  Bush's  1988 
drive.  Insiders  say  that  Brady  lacks  the 
political  intuition  of  Bush's  other  key 
sidekick,  Jim  Baker.  But  Bush 
values  Brady's  judgment  and 
uses  him  as  a  sounding  board. 
'PECKING  ORDER.'  Brady's 
aura  of  power  also  accounts 
for  his  position  as  Bush's  pre- 
eminent economic  adviser. 
Brady  is  not  especially  turf- 
conscious.  Both  Budget  Direc- 
tor Darman  and  Council  of 
Economic  Advisers  Chairman 
Michael  Boskin  are  deeply  in- 
volved in  tax  policy  and  trade. 
But  Brady's  faster-sprinting 
associates  go  to  immense 
lengths  not  to  step  on  the  Sec- 
retary's toes.  "There's  a  peck- 
ing order  in  economic  policy," 
says  Bear,  Stearns  &  Co. 
economist  Lawrence  Kudlow, 
a  former  Reagan  aide.  "Bra- 
dy's at  the  top.  Bush  will  sim- 
ply not  tolerate  end  runs 
around  him." 

But  neither  Brady's  links  to 
Bush  nor  Washington's  belat- 
ed reappraisal  of  the  Secre- 
tary's abilities  will  amount  to 
much  unless  he  can  sell  the 
President  on  his  long-term  in- 
vestment strategy.  Ultimate- 
ly, that  may  mean  dealing 
with  Bush's  unmentionable: 
the  prospect  of  a  hefty  tax  increase  next 
year. 

To  meet  the  fiscal  1991  Gramm-Rud- 
man  target,  the  Administration  and  Con- 
gress may  have  to  find  up  to  $60  billion 
in  budget  savings — highly  unlikely  with- 
out some  sort  of  tax  hike.  Brady  will 
play  a  critical  role  in  deciding  whether 
it's  safe  for  Bush  to  edge  away  from  his 
no-tax  pledge.  Brady's  past  preferences 
were  clear.  In  1982,  when  he  was  ap- 
pointed to  briefly  hold  down  a  vacant 
Senate  seat  from  New  Jersey,  he  urged 


To  encourage  private 
savings,  Brady  may  try 
to  restore  IRA  tax  breaks 
curbed  in  1986 


an  "even-handed"  plan  to  cut  the  deficit: 
half  revenue  increases  and  half  spending 
reductions.  Few  will  be  surprised  if 
Bush  adopts  something  like  it. 

For  a  while.  Democrats  would  have 
fun  over  Bush's  flip-flop.  But  Treasury 
officials  know  that  Congress  won't  pass 
a  painful  tax  increase  without  providing 
some  tax  breaks  to  sweeten  it.  A  reve- 
nue bill  to  meet  Gramm-Rudman's  1991 
targets  could  give  Brady  a  vehicle  to  win 
approval  of  his  investment  plan. 

Sound  farfetched?  Perhaps.  But  like 
his  boss,  Brady  is  an  easy  man  to  under- 
estimate. When  he  took  control  of  Dil- 
lon, it  was  a  stodgy  outfit  that  had  lost 
its  way.  By  the  time  he  left,  it  was  one 
of  the  Street's  most  profitable  firms 
even  though  it  didn't  copy  the  aggres- 
sive practices  of  his  competitors.  "The 
real  source  of  business  at  Dillon  was 
Brady,"  says  a  former  competitor.  "The 
loyal  corporate  clients  stemmed  purely 
from  Nick's  tremendous  connections." 

Today,  Dillon's  clubby  way  of  doing 
business  is  still  viewed  as  a  stark  con 
trast  to  the  go-for-the-jugular  tactics  of 
Wall  Street.  "The  world  has  changed, 
says  John  H.  Gutfreund,  chairman  o: 
Salomon  Brothers  Inc.  But  "Dillon  Read 
continues  to  be  highly  reputable." 

To  Brady,  it  is  neither  ethical  nor  good 
business  to  discard  loyalty  and  prudence 
for  a  fast  killing.  "Having  some  basic 
principles  is  not  only  a  pleasant  way  to 
live,"  Brady  says,  "it  is  also  profitable 
QUIXOTIC  QUEST.  Yes,  it  reads  like  an  old 
Jimmy  Stewart  script.  But  Brady's  ph: 
losophy  may  actually  pay  off  in  jaded 
Washington.  He  is  quietly  collecting  po- 
litical chits,  chatting  up  key  lawmakers 
and  occasionally  playing  the  role  of  be 
neficent  patron.  In  1985,  Congress,  ir 
one  of  its  fitful  bouts  of  fiscal  responsi- 
bility, backed  away  from  seeking  public 
funds  for  a  huge  Alexander  Calder  mo 
bile  commissioned  for  the  new  Hart  Sen 
ate  office  building.  Former  Senator  Bra 
dy,  no  fan  of  modern  art,  took  it  upoi 
himself  to  raise  $550,000  from  private 
sources.  Then  he  bought  the  sculpture 
and  donated  it  to  Congress. 

Tax  debates  aren't  won  or  lost  ovei 
such  gestures.  But  the  good  will  won' 
hurt  a  bit  when  Brady  trudges  to  th( 
Hill  next  year  to  sell  his  long-range  in 
vestment  plan.  His  quest  may  seen 
quixotic,  maybe  even  naive.  But  thos< 
who  have  watched  Brady  in  action  sa} 
the  smart  money  won't  sell  him  short 
"Brady  is  very  laid  back,"  says  Fe 
Chairman  Alan  Greenspan.  Then  h 
pauses.  "But  he  invariably  manages  b 
come  out  in  the  right  place." 

By  Howard  Gleckman,  mtk  Mike  McNa 
mee  in  Washington,  Jon  Friedman  in  Nei 
York,  Victoria  English  in  London,  Tei 
Holden  in  Tokyo,  and  bureau  reports 
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AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position  carries  a 
commitment  that  keeps  growing,  from  one  year  to  the  next. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of  issues 
y\/V\BAC'S   "^^^^^  insures.  In  1988,  190  new  bond  issues,  or  nearly  one  of  every 
^  A  DIXA  I    D  A  C  C  I C  ^^'"^  insured  by  AMBAC,  was  in  education-related  projects.  That 
•  D/-\0  L-  I O        translates  directly  into  new  and  better  classrooms,  dormitories 

THE  INDUSTRY S  and  athletic  facilities  all  across  America,  meeting  the  growing 
H  I^^H  EST.   needs  of  literally  millions  of  students. 

Another  way  to  measure  AMBAC  s  commitment  is  by  looking  at  the  underlying  strength 
of  that  commitment.  By  that  standard,  AMBAC  has  the  highest  qualified  statutory  capital  base 
of  any  municipal  bond  insurer— now  over  $700  million— as  well  as  assets  of  over  $1  billion. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond  insurance. 
And  that's  good  not  only  for  America's  students.  It's  good  for  the  whole  country. 
AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 


INDEMNITY  CORPORATION 


In  the  heat  of  battle, 
it's  nice  to  know 


youVe  got  plenty  of 


ammunition. 


Crunch  time  can  hit  at  any  time.  And  when 
it  does,  you  want  to  be  ready. 

Enter  NEC.  We  make  a  line  of  high  quality, 
industry-compatible  personal  computers  that 
can  take  the  heat  off  in  a  hurry.  Portables 
or  desktops,  286-based  or  386-based,  our 
PowerMate®  family  gives  you  the  kind  of  speed, 
memory  and  graphics  capabilities  you  need  to 
tough  it  out  in  today's  business  environment. 

Add  an  NEC  printer  to 
the  equation  and  you've  got 
'  I    yourself  an 

,  unbeatable 


V 

.1 

PowerMate  SX  Plus 


J     formula.  Our 

Power  Maw  Pin-tabte  Plus  PlnWrlter® 


Copyrifjht  1989  NEC  Corp  PowerMat*,  PlnwrlUfr  aj)d  Silf  ntwril*r  tur  n?gi.st*red  Irademarks  of  NEC  Corp 
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dot  matrix  printers  and  Silentwriter®  laser 
quality  page  printers  are  legendary  for  their  reli 
ability  and  print  quality.  These  are  the  kind  of 
ri  workhorses  you  want  pulling  for 
j  \f  you  at  bottleneck  time. 
-'M         fcc  Rest  assured 

When  you've 
got  a  $22 
billion  world 


,h;.nrnlfr  LCSOOXL 


Pinwriter  P5300 


leader  in  computers  and  communications  like 
NEC  on  your  side,  you're  going  to  win  a  lot 
more  battles  than 
you  ever  thought 
possible. 

WE'RE  MAKING  THINGS  BETTER  FOR  YOU 

NEC  Infomatlcm  Systems,  Inr  .  1414  M«ss«chusells  Ave  ,  Biuiborouiih.  MA  01719  1-800-NEC  INPO  In  Canid»,  I  800-343-441 


NEC 


ndustries 


LUMBER  I 


AT  LOGGERHEADS:  LUMBERMAN  GREGORY  SAYS  IF  THE  OWL  WINS,  HE'S  'DOWN  THE  TUBE' 


'THE  SPOTTED  OWL 

COULD  WIPE  US  our 


Saving  the  bird  will  endanger  the  Northwest  lumber  industry 


Glendale,  Ore.,  doesn't  look  like  a 
town  in  trouble.  Luncheon  traffic 
is  brisk  at  the  Village  Inn  diner 
on  Pacific  Avenue.  Business  is  good  at 
the  South  Umpqua  State  Bank.  The  saw- 
mill and  plywood  plant  are  humming  at 
Gregorj-  Forest  Products  Inc.,  the  area's 
largest  employer.  Unemployment  in 
Douglas  County  dipped  to  6.5%  in  July, 
the  lowest  for  that  month  since  1972. 

But  Glendale,  like  many  company 
towns  in  the  Pacific  Northwest,  is  living 
on  borrowed  time.  Environmental 
groups  have  won  federal  court  protei 
tion  for  the  northern  spotted  owl,  whict 
nests  in  the  region's  towering  Dougki- 
fir  and  ponderosa  pine.  Injunctions  ha\  • 
banned  the  sale  of  some  3  billion  boar^: 
feet  of  timber  from  Northwest  federa. 
forests,  half  the  wood  normally  cut  fron, 
them  each  year.  This  is  the  priman,-  sup 
ply  for  most  independent  lumber  mills, 
which  account  for  about  65'  ^  of  Western 
wood  production.  Many  will  .start  to  run 
out  of  logs  this  fall.  And  then  the  North- 
west could  face  a  crisis  deeper  than  the 
recession  of  1982,  when  10,000  people 
were  laid  off  and  unemployment  reitched 
11.0%.  Tight  supplies  and  high  log  prices 
already  have  shuttered  39  plants,  elimi- 
nating 3,345  jobs  so  far  this  year. 
Lumber  towns  are  used  to  boom-and- 


bust,  but  this  time  the  threat  may  be 
more  lasting.  Independent  economists 
figure  that  if  current  timber-sale  bans 
are  made  permanent,  sa\ing  the  owl 
could  cost  25,000  of  the  260,000  direct 
and  indirect  forest  jobs  in  the  Northwest 
by  1991.  The  job  loss  could  be  50%  high- 
er if  the  spotted  owl  is  permanently  list- 
ed as  a  threatened  species, 
a  step  the  U.  S.  Fish  & 
Wildlife  Service  currently 
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is  considering.  Says  Roger  Foster,  the 
owner  of  S&T  Hardware  in  Glendale: 
"The  spotted  owl  could  wipe  us  out." 

The  issue  isn't  entirely  the  owl,  a 
brown,  10-inch-tall  bird  that  nests  in  the 
crowns,  or  dead  tops,  of  200-year-old 
trees.  Rather,  the  owl,  which  en\iron- 
mentalists  fear  is  declining  in  numbers, 
is  the  best  legal  pretext  to  protect  old- 
growth  forests  that  harbor  thousands  of 
other  animal  and  plant  species.  Activists 
argue  that  timber  companies  take  more 
than  they  should  of  the  old-growth  trees, 
which  pro\ide  the  best  wood.  But  induS' 
try  says  it's  cutting  responsibly  and  ar- 
gues that  the  owl  can  nest  in  young 
trees,  too.  The  debate  won't  be  settlecj 
until  next  year,  when  the  U.  S.  Fish  & 
Wildlife  Service  renders  a  decision  on 
these  issues. 
■WORST  NiGHTMARE.'  The  industry  maj 
get  relief  in  the  meantime.  A  recentlj^ 
passed  Senate  bill,  which  in  mid-Septem- 
ber will  be  reconciled  with  a  House  bill 
would  lift  most  injunctions  and  block  the 
courts  from  issuing  new  timber-cuttin: 
bans  for  a  year.  It  also  would  free  tim 
ber  allocations  for  1989  and  '90,  some  1( 
billion  board  feet,  while  protecting  cer 
tain  strands  of  old  growth. 

But  a  year's  reprieve  may  not  be 
much  good.  It  could  take  months  for  th( 
U.  S.  Forest  Senice  and  Bureau  of  Lane 
Management  to  prepare  many  new  tim 
ber  sales.  And  right  now,  many  smal 
mills  have  only  a  seven-month  supply  o: 
logs,  according  to  the  Western  Fores 
Industries  Assn.  "My  worst  nightman 
is  that  we'll  provide  legislative  relief 
and  the  Forest  Service  won't  act  on  it, 
says  Representative  Peter  A.  DeFazic 
(D-Ore.).  Even  after  the  owl  controversy 
is  resolved,  the  industry-  won't  be  out  o 
the  woods.  Long-range,  the  Forest  Ser 
vice  plans  to  allocate  more  federal  lane 
to  wildlife  and  other  purposes — and  cu 
Northwest  timber  sales  by  20%  starting 
in  1990. 

Gregon,-  Forest  Products,  which  i; 
owned  by  former  Arthur  Andersen  6 
Co.  accountant  William  H.  Gregor}%  i; 
making  the  most  of  the  time  it  has  left 
Having  installed  $14  million  worth  o 
new  equipment  in  the  past  few  years,  i 
can  recover  20^"^  more  lumber  from  eac 
log  it  saws.  And  although  Gregory's  lo 
costs  have  jumped   in  the  past  si 
months  by  $45,  to  $239  per  1,000  boar 
feet,  the  shortage  of  raw  timber  ha 
let  him  raise  product  prices  by  $70,  t 
$387  per  1,000  board  feet. 

All  this  is  bailing  Gregorj^  out  of 
financial  hole.  When  he  bought  the  mi 
in  1981  for  $3.2  million,  it  came  wit 
high-priced,  take-or-pay  federal  timbe 
contracts.  In  the  recession  of  1982,  Greg 
ory  took  a  paper  loss  of  $50  million.  Bv 
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NewMaxini 


Ob\  ioLisly,  the  car  eating  up 
die  road  ab()\  c  is  no  ordinan' 
Subaru .  In  fact,  its  a  car  designed 
to  be  like  no  other  car. 

Its  the  new  Subam  Legac\'.'" 
The  largest,  most  pow  erful  Subaru 
ever  built. 

i\nd  if  \  ou  c.ui  l(X)k.  bex'ond 
its  gracefully  sculptured  bodv 
design,  N'oifll  find  a  wealth  of 

li:  Suhum  ul  Amenca.  Inc.  1989.  ^Suggested  retail pnce. 


engineering  man  els.  Perhaps  none 
more  impressixe  than  its  I6-\  al\e 
horizontalh'  opposed  aliuiiinum 
engine.  An  engine  created  for 
maximum  acceleration  and  power. 
With  minimum  \  ibration  and 
noise.  An  engine  so  rare  its  design 
can  onh  be  foimd  on  t\\  o  other 
cars:  Ferrari  Testarossa  and 
Porsche  91 1. 

Does  not  include  dealer  preparation,  inland  transportation,  taxes. 


Of  course,  what  gcx)d  is  tn  o.[^) 


mendous  power  \\  itliout  tlie  ab 
to  properh'  control  it.  xAccordinj  rnrij- 
tlie  Legac\'  boasts  such  strong 
suits  as  a  maximum  stabilit\'  sus 
pension  swstem,  electronic  auto 
matic  transmission  for  maximur 
efhciencN;  and  standard  4-wheel 
disc  brakes 

Furtliermore,  you  can  pur-  ^  j^j.^' 

license  and  state  or  title  fees.  Dealer's  actual  price  ma 
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that  log  prices  are  up  again,  timber 
under  those  contracts  turns  a  small 
it.  Gregory's  pretax  earnings  in  the 
;  quarter  were  up  128%,  to  $1.7  mil- 

on  a  6%  gain  in  sales,  to  $23  million, 
ut  this  provides  mainly  a  false  sense 
ecurity.  "I'm  like  a  guy  out  of  a  job 
I  10  grand  in  the  bank,"  Gregory 
;.  Because  of  the  injunctions,  he 
d  buy  only  a  quarter  of  his  usual  120 
on  board  feet  of  timber  from  federal 
sts  this  year.  So  last  March,  he  elim- 
id  the  swing  shift,  20  jobs,  at  his 
;er  plant.  And  in  June,  he  bought 
30  acres  of  private  timberland.  Still, 

leaves  him  only  a  12-month  supply, 
lout  relief  from  Congress,  he  says, 

will  be  down  the  tube  in  a  year." 
INO  THEORY.  As  Gregory  goes,  so 
!  Glendale.  The  company's  450  work- 
plus  contractors  who  depend  on  the 

account  for  a  quarter  of  the  3,500 
)le  who  live  in  Cow  Creek  Valley 
•  southern  Oregon's  Siskiyou  Nation- 
'orest.  An  influx  of  retirees  from 
;hern  California  has  made  Glendale 

dependent  on  logging.  But  only  re- 
ly has  it  snapped  back  from  the  '82 
ssion.  A  three-bedroom  ranch  on  five 
s  still  brings  only  about  $85,000, 
:h  could  be  the  peak. 
:hool  districts  and  counties  that 
•e  revenues  from  federal  timber 
5  are  starting  to  hurt.  Last  year,  the 
idale  school  district  canceled  extra- 
icular  activities  when  its  take  from 
ler  revenue  was  halved  to  $100,000. 
lents  marched  in  protest,  and  about 


40  families  moved  out  of  the  district.  But 
authorities  had  little  choice.  Had  voters 
not  approved  higher  taxes  in  May,  the 
high  school  would  have  been  closed  and 
30  teachers  and  staff  laid  off.  "Our  kids 
feel  cheated,  but  the  choices  are  grim," 
says  Superintendent  Donald  L.  Currey. 
Signs  of  frustration  abound.  Yellow  rib- 
bons flutter  from  car  antennae — ves- 
tiges of  a  parade  of  1,100  logging  trucks 
that  streamed  through  nearby  Grants 
Pass  last  fall  to  protest  the  logging  in- 
junctions. Bumper  stickers  sum  up  local 
animosity  toward  the  owl:  "If  it's  hoo- 
tin',  I'm  shootin'." 

Folks  try  to  stay  optimistic.  It's  hard 
to  look  out  over  miles  of  trees  and  be- 
lieve a  timber  shortage  can  last  long. 
Still,  "if  people  get  emotional  about  the 
owl,  it  will  lock  things  up  for  a  long 
time,"  says  Brad  Mehl,  25,  a  fourth-gen- 
eration Gregory  employee. 

That's  partly  why  Gregory  is  encour- 
aging its  workers  to  develop  new 
skills — insurance,  if  the  owl  wins  out. 
This  year,  it  will  spend  $100,000  to  fi- 
nance high-school  equivalency  courses 
and  college  studies  in  such  fields  as  hy- 
draulics and  electronics  for  some  200 
employees.  If  log  supplies  dry  up,  many 
workers  may  have  to  leave  Glendale  for 
good.  "Some  guys  figure  that  if  the  mill 
goes  down,  somebody  else  will  buy  it 
and  start  over,"  says  Tim  Miller,  who  is 
studying  for  a  journeyman  millwright's 
certificate.  "But  I  don't  think  so.  Not 
this  time." 

By  Jomithan  B.  Levinc  in  (ilcndale 


HOW  THE  OWL  DROVE  A  WEDGE 
BETWEEH  STROH  AND  AUDUBON 


s  the  spotted  owl  hurting  the  Na- 
tional Audubon  Society? 
For  the  past  four  years,  Detroit- 
>ed  Stroh  Brewery  Co.  has  spon- 
ed  National  Audubon  TV  specials, 
ief  Executive  Officer  Peter  W. 
oh,  an  Audubon  board  member, 
imised  $500,000  for  1990.  Then  came 
y.  In  its  bi-monthly  magazine,  Audu- 
1  advertised  an  hour-long  special  on 
)t.  24  about  the  Pacific  Northwest's 
-growth  forests.  The  ad  in  part  read: 
thousand  years  in  the  making,  five 
lutes  for  man  to  destroy." 
RELATED?  That  didn't  sit  well  with 
gers,  who  like  a  Stroh's  now  and 
in.  Logging  companies  complained, 
oh  requested  a  preview.  Finding  the 
•n  anti-logging,  it  sought  big 
inges.  Audubon  declined,  saying 
le  was  too  short.  The  brewery  says 
even  asked  Audubon  to  pair  the 


show  with  an  industry  film  on  the  sub- 
ject. Audubon  toned  down  its  ad,  which 
now  partly  reads:  "A  split  decision  for 
loggers  and  conservationists."  Then 
Stroh  withdrew  its  Audubon  backing. 

The  trees  and  money  are  unrelated, 
says  Jack  C.  Barthwell  III,  a  Stroh 
vice-president.  The  privately  held  brew- 
er is  in  financial  trouble,  doing  "re- 
views and  cuts  of  all  our  promotional 
activities"  and  trying  to  find  a  merger 
partner.  Among  the  losers  of  Stroh's 
largesse:  the  Detroit  Symphony,  some 
auto-racing  sponsorships,  and  300 
workers  Stroh  laid  off  on  Aug.  31, 
some  20%  of  its  work  force.  So  perhaps 
it's  one  of  those  tidy  coincidences. 

Meanwhile,  Audubon  says  it's  talk- 
ing with  six  potential  new  sponsors. 
None  of  whom  happens  to  sell  beer. 

By  Vicky  Cahan  in  Washington,  with 
David  Woodruff  in  Detroit 
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MUTUAL  FUNDS I 


HOW  MUTUAL  FUNDS 
HAVE  BAniED  BACK 


R5! 


Since  the  '87  market  peak,  many  have  recovered — and  gone  on  to  new  heights 


Ei 


Iven  if  you  don't  publicly  admit  it, 
you  know  who  you  are.  You're  the 
I  investor  who  has  been  walking 
around  with  a  dark  secret  for  two  years. 
You  bought  a  stock  mutual  fund  on 
Aug.  25,  1987,  the  day  the  Dow  Jones 
industrial  average  closed  at  its  precrash 
high  of  2722.  There's  no  use  denying  it. 
After  all,  roughly  $300  million  went  into 
mutual  funds  that  day.  And  that  much 


Just  how  well  have  mutual  funds  per- 
formed for  their  shareholders  since  the 
1987  market  peak?  BUSINESS  week  asked 
Morningstar  Inc.,  which  provides  the 
data  for  BW's  Mutual  Fund  Scoreboard 
(BW — Feb.  20),  to  look  at  what  happened 
to  fund  portfolios  between  Aug.  25, 
1987,  and  Sept.  1,  1989,  when  the  Dow 
closed  at  2752.  The  survey  covered  727 
funds  and  looked  at  the  total  returns 


slightly  above  the  return  on  the  Dow 
■  Conservative  funds  far  outperforme( 
their  more  aggressive  brethren.  Utility 
funds  led  the  way,  with  asset-allocation 
income,  and  equity-income  funds  turning 
in  results  that  handily  beat  the  bench 
marks  (table).  These  funds  were  stronj 
because  of  the  defensive  nature  of  thei 
holdings.  Utilities  lost  only  about  half  a; 
much  value  as  the  Dow  during  th 
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INVESTING  PEAK  TO  PEAK— WHAT  $1,000  PUT 


THE  BEST  PERfORMERS 


THE  WORST  PERFORMERS 


Fund 

Total 
return* 

Current 
value** 

Fund 

Total 
return* 

Current 
value 

G.  T.  JAPAN  GROWTH 

67.1% 

$1,591 

STRATEGIC  INVESTMENTS 

-46.4% 

$491 

FOUNDERS  FRONTIER 

63.6 

1,636 

FINANCIAL  STRATEGIC  -  GOLD 

-44.3 

557 

FIDELITY  SEL  -  BROADCAST/MEDIA 

50.0 

1,470 

USAA  GOLD 

-42.4 

576 

FIDELITY  SEL-  TELECOMM. 

47.7 

1,447 

UNITED  SERVICES  NEW  PROS. 

-39.8 

603 

FIDELITY  SEL-  REGIONAL  BANKS 

46.8 

1,439 

STEADMAN  OCEANOGRAPHIC 

-38.5 

615 

KAUFMANN 

46.8 

1,468 

VAN  ECK  GOLD/RESOURCES 

-38.0 

574 

PASADENA  GROWTH 

45.4 

1,410 

UNITED  SERVICES  GOLD  SHARES 

-36.3 

637 

CALVERT-ARIEL  GROWTH 

45.3 

1,388 

STRATEGIC  SILVER 

-34.5 

600 

GABELLI  ASSET 

43.2 

1,432 

FIDELITY  SEL.  -  ELEQRONICS 

-34.1 

646 

OPPENHEIMER  GOLD  &  SP.  MIN. 

40.9 

1,290 

SLH  PRECIOUS  METALS  &  MIN. 

-33.6 

631 

'Appreciation  plus  reinvestment  of  dividends  end  capital  gains 
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JUST  ABOUT  EVEN 

m 

Fund 

Total 

return* 

MACKENZIE  NORTH  AMERICAN 

0.4% 

m 

SCUDDER  DEVELOPMENT 

0.7 

PERMANENT  PORTFOLIO 

0.7 

m 

OPPENHEIMER 

0.7 

NEW  ENGLAND  GROWTH 

0.7 

H 

FINANCIAL  INDUSTRIAL 

0.7 

m 

AXE-HOUGHTON  B 

1.1 

VANCE  SANDERS  SPECIAL 


1.2 


SLH  GROWTH 


1.3 


T.  ROWE  PRICE  GROWTH 


1.3 


**  Sales  charges  deducted  where  applicable 
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money  had  to  come  from  thousands  of 
investors  like  yourself. 

But  there's  no  need  to  hang  your  head 
in  shame.  It  took  only  two  years  to  the 
day  for  the  Dow  to  climb  back  above  its 
old  high.  Many  mutual  funds  have  long 
since  beaten  t  he  old  records  and  gone  on 
to  new  heights  handsomely  rewarding 
shareholders  who  bought  at  the  top  and 
suffered  through  Bloody  Monday.  In- 
deed, if  you  had  the  foresight  or  luck 
two  years  ago  to  have  picked  the 
Founders  Frontier  Fund,  then  a  tiny  $5.7 
million  fund,  a  $1,000  investment  now 
would  be  worth  $1,636. 


generated  over  the  two-year  period. 
Among  the  findings: 

■  Approximately  80%  of  the  funds  broke 
even  or  better.  More  than  400  funds — 
56% — beat  the  9%  return  that  could  have 
been  earned  by  holding  and  reinvesting 
dividends  in  the  Dow  stocks  during  the 
period. 

■  About  800  funds,  more  than  40%, 
beat  the  13%  total  return  of  Standard 
&  Poor's  500-stock  index.  The  average 
American  diversified  equity  fund  re- 
turned 11%'.  Counting  all  equity  funds — 
including  international  and  specialty 
portfolios — total  return  averaged 


crash.  Other  conservative  funds  did  we 
because  they  held  lots  of  cash  or  fixe^ 
income  securities.  Owners  of  gold  an 
technology  funds  are  still  in  the  red 
■  High  front-end  loads,  or  sales  charg( 
paid  out  of  the  initial  investment,  can  h 
investors  hard  when  they  buy  at  or  nei 
a  peak.  Take  the  Scudder  Developme 
Fund,  a  no-load  fund,  and  the  Oppenh( 
mer  Fund,  which  carries  an  8.5%o  loa 
Portfolio  managers  of  both  funds  ha^ 
delivered  just  0.7%  since  August,  198 
The  Scudder  shareholders'  investment 
now  worth  $1,007.  But  investors  wl 
bought  Oppenheimer  are  still  far  fro 
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iking  even.  Out  of  the  $1,000  outlay, 
I  was  actually  invested,  and  a  0.7% 

on  top  of  that  boosts  the  stake  to 

$922. 

hile  some  of  the  best  performers 
3  small,  bigness  was  not  necessarily 
mdicap.  Of  the  10  largest  funds,  all 
one  beat  the  mutual-fund  averages, 
all  but  two  topped  the  S&P  500.  Mu- 
Shares,  which  invests  in  bankrupt- 
takeovers,  and  undervalued  assets, 
up  31.5%.  The  Windsor  Fund  gained 
7",  but  since  the  fund  was  closed  to 
investments  two  years  ago — it  has 
3  opened  and  closed  again — no  one 
d  have  bought  it  that  day. 
:  SALE.  All  told,  over  the  past  two 
•s,  mutual  funds  have  regained  some 
le  pizzazz  lost  before  the  crash.  Pri- 
)  October,  1987,  it  was  hard  for  man- 
's to  beat  a  market  that  was  driven 
ndex  funds  and  program  trading.  It 
't  seem  to  matter  how  much  time 
fund  managers  put  into  stock  pick- 
Merely  mimicking  the  S&P  500  was 
n  the  optimal  investment,  and  cash 
a  drag  on  performance. 


If  there's  a  lesson 
in  the  funds'  performance, 
it's  the  value  of 
contrarian  thinking 


Don  Phillips,  editor  of  Morningstar's 
Mutual  Fund  Values,  says  it  takes 
markets  that  move  down,  as  well  as  up, 
for  the  best  fund  managers  to  show 
their  stuff.  "Funds  carry  cash,  and  that 
helps  in  a  down  market,"  says  Phillips. 
Moreover,  funds  tend  to  invest  in  stocks 
not  usually  found  in  the  S&P  500.  So 
when  big  cap  stocks  are  hot,  he  adds, 
funds  can't  keep  up. 
SAFE  HAVENS.  Small  stocks  have  been 
giving  good  managers  the  best  opportu- 
nity to  shine,  because  they  have  out- 
paced big  stocks.  A  few  small-stock 
funds  such  as  Founders  Frontier,  Kauf- 
mann,  and  Calvert-Ariel  Growth  have 
led  all  funds.  Yet  as  a  group,  small- 


performance  of  the  funds,  it's  the  power 
of  contrary  thinking.  Two  summers  ago, 
utilities  were  not  on  many  investors' 
buy  lists.  The  Dow  Jones  utility  average 
had  peaked  months  earlier,  and  inves- 
tors were  gobbling  up  the  high-flying 
industrials. 

Nonetheless,  those  who  bucked  the 
crowd  and  invested  in  utility  funds  out- 
paced the  pack.  First,  they  turned  out  to 
be  islands  of  relative  strength  during 
the  crash.  Their  high  yields  gave  these 
funds  a  minimum  return  that  growth 
funds  didn't  enjoy.  Falling  interest  rates 
in  recent  months  also  boosted  prices  of 
utility  shares. 

Finally,  says  Warren  E.  Spitz,  portfo- 
lio manager  of  the  top-performing  Pru- 
dential-Bache  Utility  Fund,  the  funda- 
mentals in  some  of  the  utility  funds' 
businesses  improved  dramatically.  Tele- 
communication stocks  zoomed  because 
of  the  burgeoning  cellular-telephone 
business.  And  gas  utilities  soared  as  in- 
vestors figured  the  natural  gas  glut  had 
burned  off. 

Take  the  contrarian  notion  one  step 


JAL  FUNDS  IN  AUGUST,  1987,  IS  WORTH  TODAY 


5 


HE  BIGGEST  FUNDS 


HOW  THE  GROUPS  FARED 


Total 

Current 

return* 

value'' 

GELLAN 

19.1% 

$1,155 

23.6 

NA 

JITY-INCOME 

20.1 

1,177 

r  CO.  OF  AMERICA 

13.2 

1,067 

RITAN 

19.4 

1,170 

WORLD 

15.9 

1,061 

11.7 

1,022 

5.1 

975 

)N  MUTUAL  INV. 

17.7 

1,109 

ARES 

31.5 

1,315 

Fund  group 

Total 
return* 

Fund  group 

Total 
return' 

SPECIALTY  -  UTILITY 

32.1% 

OPTION  INCOME 

10.7% 

SPECIALTY  -  FINANCIAL  SERVICES 

21.4 

INTERNATIONAL 

8.2 

SPECIALTY 

18.7 

SMALL  COMPANY 

9.4 

ASSET  ALLOCATION 

15.0 

AGGRESSIVE  GROWTH 

5.9 

INCOME 

14.8 

SPECIALTY  •  NATURAL  RESOURCES 

2.7 

EQUITY-INCOME 

14.8 

SPECIALTY  -  TECHNOLOGY 

-7.7 

GROWTH-INCOME 

12.6 

SPECIALTY  -  PRECIOUS  METALS 

-26.4 

BALANCED 

12.1 

U.S.  DIVERSIFIED  AVERAGE 

11.0 

SPECIALTY  -  HEALTH  CARE 

12.1 

ALL  EQUITY  AVERAGE 

9.6 

GROWTH 

11.1 

STANDARD  &  POOR'S  500 

13.0 

DATA:  MORNINGSTAR  INC.,  BRIDGE  INFORMATION  SYSTEMS  INC  ,  BW 


Before  the  crash,  we  were  laggards, 
no  matter  what  we  did  we  trailed 
market,"  says  James  P.  Craig,  port- 
)  manager  of  the  Janus  Fund  and  the 
us  Venture  Funds.  "But  after  the 
;h,  it  became  a  stock-picker's  market, 
t's  where  we  excel."  Because  his 
ds  were  only  about  60%  invested  in 
;ks  two  years  ago,  the  funds  suffered 
than  those  fully  invested,  and  Craig 
I  had  cash  with  which  to  scoop  up 
;ks  at  distressed  prices.  In  the  past 
years,  Janus  has  chalked  up  a  40.8% 
d  return;  Janus  Venture,  a  respect- 
J  33.5%. 


company  funds  have  a  mediocre  9.4% 
total  return.  "Aggressive  growth" 
funds,  which  concentrate  on  small  com- 
panies that  are  growing  rapidly,  have 
really  trailed,  with  a  paltry  5.9%^  total 
return. 

Why  the  discrepancy?  Many  small- 
stock  funds  are  often  heavy  on  technol- 
ogy, a  sector  that  has  performed  poorly 
in  the  past  two  years.  Stuart  Roberts, 
portfolio  manager  of  Founders  Frontier 
Fund,  attributes  some  of  his  fund's 
success  to  his  avoidance  of  high-tech 
stocks. 

If  there's  a  lesson  in  the  peak-to-peak 


further.  Sales  of  equity  funds  started 
to  edge  out  redemptions  earlier  this 
year,  but  only  recently  has  the  momen- 
tum begun  to  build.  Investors  have  sent 
in  about  $4.6  billion  more  than  they 
have  redeemed  in  1989,  but  $1.3  billion 
of  that  came  in  July,  $1.2  billion  in 
June.  Still,  that  figure  was  $3  billion 
in  August,  1987.  While  they're  gaining 
favor  once  again,  equity  mutual  funds 
are  still  far  from  the  public's  darlings — 
a  good  sign  that  investors  who  venture 
in  now  are  probably  not  buying  near 
another  peak. 

By  Jeffrey  M.  Laderman  in  New  York 


CE 
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MONEY  &  BANKING  I 


THE  SHAPE  OF  THRIFTS 
TO  COME? 


All  eyes  are  on  a  'mutual  holding  company'  in  Connecticut 


As  thrifts  go.  People's  Bank  in 
Bridgeport,  Conn.,  has  a  lot  to 
brag  about.  It's  the  largest  sav- 
ings bank  in  New  England  and  the  lead- 
ing mortgage  lender  in  Connecticut. 
What's  more,  it  makes  money.  But  what 
really  sets  People's  apart  is  its 
unique  .status:  It  is  the  na- 
tion's only  depositor-owned 
thrift  that  has  found  a  way  to 
issue  stock  to  the  public. 

To  accomplish  this  feat.  Peo- 
ple's created  a  "mutual  hold- 
ing company"  last  year  that 
effectively  took  over  owner- 
ship from  the  depositors.  The 
holding  company,  operating  in 
depositors'  behalf,  is  keeping 
78%  of  the  new  common  stock: 
it  sold  the  remaining  22^^  to 
the  public  in  July,  1988.  raising 
S65  million. 

THE  BIG  SWITCH.  People's  is  be- 
ing closely  watched  by  its 
peers.  The  1989  thrift-bailout 
law  puts  intense  pressure  on 
sur\n\ing  thrifts  to  raise  capi- 
tal. And  because  People's  has 
demonstrated  that  private  in- 
vestors will  back  a  mutual,  it 
is  sure  to  be  just  the  first  in  a 
parade  of  S&Ls  to  enter  th- 
stock  market  with  initial  publi- 
offerings  of  part  interests. 

Until  recently,  mutuals  have 
had  no  middle  ground:  to  float 
any  stock,  they  had  to  go  1()0%  public. 
Now  10  other  states,  besides  Connecti- 
cut, allow  this  sort  of  partial  conversion. 
New  York's  law  was  signed  on  Aug.  2, 
and  Robert  0.  Lehrman,  president  of  the 
Savings  Bank  Association  of  New  York 
State,  says  15  to  20  New  York  thrifts 
are  interested  in  switching  to  mutual 
holding  companies.  Moreover,  the  Of- 
fice of  Thrift  Supervision  in  Washing- 
ton will  decide  by  yearend  if  federally 
chartered  savings  and  loans  can  copy 
People's  example. 

People's  became  a  pioneer  a  few 
years  ago,  when  it  became  apparent 
that  lawmakers  in  Hartford  would 
eventually  allow  banks  outside  New 
England  to  enter  the  Connecticut 
market.  At  the  time.  People's  was 
hungry  for  fresh  capital.  With  three 


acquisitions  under  its  belt,  the  aggres- 
sive thrift  wanted  to  expand  its  branch 
network  in  the  state  and  enlarge  its  com- 
mercial lending  activities.  The  stumbling 
block:  money. 
Going  totally  public  would  have 
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brought  in  a  cool  S400  million,  but,  ex- 
plains David  E.  A.  Carson,  the  54-year- 
old  president  and  chief  executive  of  Peo- 
ple's, the  bank  wouldn't  have  known 
how  to  put  that  much  to  work  prudently. 
"We  didn't  want  a  tremendous  infusion 
of  capital,"  he  says.  "Neither  did  we 


WHERE  MUTUAL  THRIFTS 
MAY  ISSUE  STOCK 


State 

'<umbef 

State  Number 

of  mutual  S&Ls 

of  mutual  S&Ls 

lUiNOIS 

196 

MASSACHUSETTS  24 

NEW  JERSEY 

98 

CALIFORNIA  21 

NORTH  CAROUNA 

85 

WASHINCTON  15 

NEW  YORK 

71 

CONNECTICUT  11 

UNIISIANA 

67 

NEW 

MARYLAND 

57 

HAMPSHIRE  4 

DATA:  U.S.  LEAGUt  Of  SAVINGS  INSTTRmONS, 
SHESHUNOfF  INFORMATION  SERVIQS 


want  to  give  up  local  control.'' 
The  British-bom  former  insurance  ex- 
ecutive had  reason  for  concern.  With 
S6.7  billion  in  assets.  People's  would  be 
considered  a  good  catch  by  any  big  out- 
of-state  bank  seeking  a  foothold  in  Con- 
necticut. Its  80-branch  network  serv^es 
one  out  of  five  households  in  one  of  the 
nation's  most  affluent  banking  markets. 
And  although  first-half  earnings  were 
off  9%,  to  S19.9  miUion,  People's  has  nev- 
er had  a  loss  in  its  147-year  histor\\ 

After  a  brainstorm  credited  to  formei 
chairman  Norwick  R.  Goodspeed,  Peo 
pie's  and  the  state  savings  bank  associa 
tion  started  lobbving  Connecticut  law 
makers.  In  1985,  they  got  the  go-ahead 
and  People's  executives  spent  the  nexi 
few  years  working  out  details 
of  the  corporate  setup. 

That  setup,  critics  contend 
leaves  the  new  shareholders  as 
powerless  as  depositor-ovv^ner; 
traditionally  have  been.  Bu 
Carson  chafes  at  suggestion: 
that  shareholders  are  ignored 
In  shaping  expansion  plans,  ' 
would  be  totally  counterpro 
ductive  for  the  board  to  d( 
anjthing  but  enhance  the  val 
ue  of  the  shares,"  he  says. 
DEEP  DIVIDENDS.  So  far,  Pec 
ple'.s  stock  has  proved  to  be 
plodder.  It  hit  the  market 
mid-1988  at  S8.50  a  share  ant 
has  moved  in  fits  and  starts  t 
around  SIO.  Its  price-earning 
ratio  of  9.4  lags  behind  the  S& 
industr>"'s  av^erage  of  11.  "Thi 
is  one  industrv'  where  peopl 
aren't  interested  unless  the 
can  get  a  takeover  play,"  say 
Anthony  Hitschler,  presiden 
of  Brandj'vvine  Asset  Manag( 
ment  in  Wilmington,  Del. 

Still,  Brandv"vvine  was  a  mj 
jor  People's  shareholder  unt 
interest  rate  concerns  led  it  t 
sell  its  thrift  stock.  Like  other  investor 
it  was  attracted  by  the  generous  div 
dend  pohcy  at  People's.  The  thrift  ha 
waived  receipt  of  dividends  on  most 
the  holding-company  stock  it  control 
thereby  leaving  more  for  public  shan 
holders.  In  the  second  quarter.  People 
declared  a  dividend  of  18$  a  share  fc 
a  vield  of  7.29'^^,  far  above  the 
average  for  companies  in  the  Stai 
dard  &  Poor's  500-stock  index. 

Just  how  long  People's  can  kee 
such  dividends  flowing  is  uncertat 
But  Carson  is  betting  that  the  marh 
will  recognize  his  bank's  value  once 
is  no  longer  an  oddity.  Judging  fro 
the  capital  needs  of  the  thrift  indu 
try,  he  won't  have  long  to  wait. 

By  Resa  W.  King  in  Bridgepoi 

Conn. 
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Risk  control  for  businesses  that  bruise  easily. 


When  you  ship  $1.2  billion  worth  ot  bananas 
worldwide,  a  small  flip  in  currency  exchan<j;e  rates 
coulci  make  a  bi,t^  difference  in  profits. 

Chiquita,  like  many  smart  international  compa- 
nies, gets  a  good  grip  on  those  risks  with  currency 
options  at  die  Chicago  Mercantile  Exchange.  Hedging 
Deutschemarks,  Pound  Sterling  and  Yen,  Chiquita 
has  successfully  guarded  against  financial  bruising  for 
years.  And  because  80%  of  all  the  exchange  traded 
currency  worlciwide  was  traded  t^n  the  CME's  Inter- 
national Monetary  Market,  they've  founci  it  easy  to 
slip  in  and  out  of  currericy  optic^ns  c^uickly 

"The  IMM  is  where  all  informatic^n  that  impacts 
foreign  exchange  prices  comes  together,"  says  David 
Groelinger,  Chic^uita  VP  and  Treasurer.  "That's  where 
the  most  efficient  pncing  takes  place." 

Now,  it  will  become  even  more  efficient  with  the 
launch  of  GLOBEX— the  computer  network 
that  expands  futures  and  options  trading 
arounci  the  world,  around  the  clock. 


Ifytui're  like  the 
top  bananas  at  Chicjuita, 
and  don't  want  your  internatkinal  earnings  frittered 
away  the  CME's  currency  futures  and  options  should 
hcild  great  appeal  for  you. 

.v1;v.  CHICAGO 
ssssss  MERCANTILE 
W£'  EXCHANGE 

The  Exchange  of  Ideas 

1-800-331-33^2  lUS)  01-920-0722  lEuropcl  03-595-2251  (Pacific) 


Finance 


Commentary/by  Laura  Jereski 

ENTER  THE  'CORE'  INVESTOR^TO  CHEERS  AND  BOOS 


The  latest  fashion  in  corporate  fi- 
nance is  a  styHsh  import:  attract- 
ing loyal  "core"  shareholders.  In 
Europe  and  Japan,  where  such  share- 
holders have  long  been  a  fixture,  it 
may  be  a  Deutsche  Bank  or  a  Mitsubi- 
shi Corp.  that  provides  cash  and  coun- 
sel. In  the  U.  S.,  it's  apt  to  be  Warren 
E.  Buffett,  who  has  heeded  the  call 
twice  in  recent  months,  or  an  invest- 
ment bank.  Such  deep-pocketed  share- 
holders can  guard  some  of  the  equity 
that  might  otherwise  entice  a  raider 
and  can  provide  companies  with 
the  stability  they  need  to  pur- 
sue long-term  goals. 

This  security  blanket  has 
proved  irresistible  to  several 
companies,  including  uSAir 
Group  and  Polaroid  Corp.  Each 
has  put  as  much  as  12%  of  its 
common  stock  into  a  single 
friendly  investor's  hands  (table). 
This  approach  may  not  turn  out 
to  be  guaranteed  raider  repel- 
lent, but  it's  a  potion  many  com- 
panies appear  willing  to  swal- 
low—especially after  they've 
rushed  to  buy  back  shares  from 
a  fickle  public  and  lock  them  up 
in  their  own  employee  stock 
ownership  plans. 

In  theory,  there  should  be 
plenty  of  willing  takers.  "It's  an 
absolutely  great  idea,"  says 
Howard  D.  Sherman,  director  of  re- 
search for  Institutional  Shareholder 
Services,  a  corporate  pension  fund  ad- 
viser in  Washington,  D.  C.  Many  pen- 
sion fund  managers  claim  to  want  just 
the  kind  of  long-term  relationships  that 
core  holdings  represent,  although  few 
have  taken  the  plunge. 
DUSTED.  With  most  of  the  pension 
funds'  $2  trillion  of  equities  on  the 
sidelines,  the  game  has  been  good  to 
the  core  investors — and  to  their  allies 
in  management.  But  it  hasn't  been 
good  for  rank-and-file  shareholders. 
Companies  are  cutting  sweet  private 
deals  with  core  investors  that  leave  the 
rest  of  the  shareholders  in  the  dust, 
the  same  way  the  /  used  greenmail  to 
buy  off  hostil''  raiu  -rs  in  the  past. 

Look  at  Dui:kin'  Donuts  Inc.  When  a 
Canadian  gri 'ip  lunged  at  it  last 
spring,  the  conajany  rushed  into  a  deal 
with  GE  Capital  Corp.,  which  paid  $28 
million  for  an  exclusive  issue  of  new 
preferred  shares.  Not  only  do  the 


shares  pay  out  annually  escalating 
yields,  beginning  at  10%,  but  they  also 
convert  into  about  10%-  of  Dunkin'  Do- 
nuts' common  shares  at  $40.  At  the 
time  of  the  agreement,  that  was  a  thin 
premium  of  about  $2  more  than  the 
common  stock  price.  Ordinarily,  high- 
yielding  preferred  stock  would  have  a 
much  higher  conversion  price. 

To  say  that  GE  Capital  got  a  good 
deal  is  an  understatement.  The  divi- 
dend yield  on  the  plain  old  common 
stock  has  averaged  less  than  !%■.  The 


holders  of  common  might  take  solace  if 
Dunkin'  executives  gained  stability  to 
manage  for  the  future.  But  it  doesn't 
look  as  if  that  was  part  of  the  bargain. 
GE  is  free  to  convert  its  preferred 
shares  and  tender  the  common  when- 
ever— and  to  whomever — it  pleases. 
That  could  happen  soon.  A  group  in- 
cluding Unicorp  Canada  Corp.  has 
made  a  $45  all-cash  offer. 

Shareholders  got  the  short  end  of 
the  stick  when  Polaroid  made  a  deal 
with  Corporate  Partners,  a  fund  start- 


WHERE  CORE  SHAREHOLDERS 
WERE  WELCOMED 


Company 

Investor               Stake  purchased 

Percent 

USAIR 

Warren  Buffett 

12% 

GILLETTE 

Warren  Buffett 

11 

POLAROID 

Corporate  Partners  LP 

11 

DUNKIN' 
DONUTS 

GE  Capital 

10 

TRANSCO 

Corporate  Partners  LP 

8 

DATA:  BW 

ed  by  Lazard  Freres  &  Co.  Corporate 
Partners  is  guaranteed  a  28%-  return 
on  its  $300  million  investment  in  special 
new  Polaroid  preferred  should  the  com- 
pany be  taken  over  before  1991 — no 
matter  what  other  shareholders  get. 
For  Corporate  Partners,  that's  like  con- 
verting its  preferred  and  selling  the 
common  at  about  $65 — well  above  the 
last  public  bid  of  $45,  from  Shamrock 
Holdings  Inc.  in  January.  "It's  a  mech- 
anism designed  to  protect  us  should 
someone  put  an  offer  on  the  table," 
says  Lester  Pollack,  a  Lazard 
Freres  partner.  It's  fair  compen- 
sation, he  argues,  for  the  illi- 
quidity  of  the  preferred  shares. 
'RISK-AVERSE'.  With  SO  many 
deals  on  the  table,  why  aren't 
pension  funds  jumping  in  with 
both  feet?  "There  are  no  laws 
blocking  them,"  says  Robert 
Monks,  president  of  Institution- 
al Shareholder  Services.  "But 
they're  risk-averse  and  think 
only  of  what's  in  it  for  them." 
Of  course,  these  funds  aren't 
anxious  to  attract  bad  publicity 
from  getting  preferential  treat 
ment.  "We  don't  like  to  see  one 
shareholder  getting  treated  dif- 
ferently than  the  rest,"  says 
DeWitt  Bowman  of  the  Califor 
nia  Public  Employees  Retire- 
ment System. 
However,  they  aren't  shy  about  fol- 
lowing on  the  heels  of  core  investors 
After  Buffett  announced  his  stake  in 
Gillette  Co.,  the  funds  bid  the  stock  up 
more  than  two  points.  And  the  more 
adventurous  pension  funds  buy  into 
pools  like  Corporate  Partners,  which 
gets  20%  of  any  profits.  So  why  should 
funds  play  only  after  others  have 
skimmed  the  cream? 

If  enough  funds  acted,  the  onus  of 
preferential  treatment  would  evapo- 
rate. The  new  entrants  would  drive  up 
prices  of  juicy  preferred  stock,  giving 
companies  stable  shareholders  at  more 
reasonable  costs.  "I'd  like  to  think  our 
interests  are  aligned  with  Warren  Buf- 
fett— that  we're  also  long-term  inves- 
tors," says  James  Severance  of  the 
Wisconsin  Investment  Board,  which  in- 
vests $10  billion  for  the  state's  employ- 
ees. But  until  Severance  and  other 
fund  sponsors  start  signing  on  as  core 
investors,  they're  not  making  the  most 
of  their  money. 
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'Number  crunching's  for 
when  I'm  in  the  office.  Out  here, 
just  give  me  a  great  little  PC. 
And  I  mean  little/ 


data 
systems 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON ' 


The  leader  in  laptop  PCs*  now  brings  you  a  notebook 
portable  that  fits  your  business  and  your  briefcase. 

Finally,  desktop  performance  on  a  moment's  notice. 
That's  the  sleek  MinisPort™  from  Zenith  Data  Systems. 

Under  6  pounds,  MinisPort  rides  in  a  briefcase  like  a 
notebook.  But  unlike  other  notebook  PCs,  it  uses  remov- 
able MiniDisks  to  store  all  the  data  you  need... just  like 
your  desktop.  You  also  get  a  DayBrighf"  backlit  screen  for 
crisp  text  in  any  light.  And  over  3  hours  of  battery  life. 

So  bring  your  portable  computing  down  to  a  more 
manageable  size  with  Zenith's  sleek  MinisPort. 

For  your  nearest  Zenith  Data  Systems  authorized 
dealer,  call:  1-800-842-9000,  ext.  1. 


m 

m 


Source:  Dalaquest  — True  portable  PC  sales 

■raphics  simulate  Microsoft'  Windows,  a  product  and  trademark  of  Microsoft  Corporation. 


&  1989.  Zenitti  Data  Systems 
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ACCOUNTING  I 


SOOTHING  THE  STING 
OF  AN  ACCOUNTING  RULE 


S&P  and  Moody's  think  twice  about  future  medical  liabilities 


'hen  accounting's  purists  got 
serious  about  their  long- 
nursed  wish  last  year,  Corpo- 
rate America  was  stunned:  Instead  of 
simply  paying  retirees'  medical  benefits 
as  the  bills  came  in,  companies  would 
have  to  write  off  the  future  costs  far  in 
advance.  The  proposal,  from  the  Finan- 
cial Accounting  Standards 
Board,  was  meant  to  warn  in- 
vestors about  the  damage  that 
mounting  health  care  costs 
eventually  could  do  to  balance 
sheets  and  bottom  lines. 

Damage,  indeed.  It's  esti- 
mated that  companies  face  re- 
tirement health  outlays,  for 
current  retirees  and  workers, 
of  $228  billion.  The  proposed 
15-year  writeoff  would  make 
many  a  balance  sheet  top- 
heavy  with  new  liabilities.  And 
look  at  the  bottom  line.  On  a\ 
erage,  large  U.  S.  companie.- 
will  see  their  net  inconn' 
slashed  by  some  20'X  starting 
in  1992.  They  would  be  setting 
aside  a  reserve  each  year  foi 
each  present  and  future  retir 
ee.  That  would  mean  taking  a 
hit  to  the  bottom  line  sooner 
rather  than  later,  much  as 
banks  do  when  they  create  re- 
serves against  the  likelihood 
of  Third  World  loans  turning  sour. 

After  fuming  about  how  their  images 
would  suffer,  companies  became  re- 
signed to  complying — and,  perhaps,  to 
watching  a  mere  accounting  device 
spook  unsophisticated  investors  into 
dumping  their  stocks  and  bonds.  FASB, 
whose  rule-making  power  is  delegated 
by  the  Securities  &  Exchange  Commis- 
sion, wouldn't  budge,  and  Congress 

was  not  inclined  t<:>  in-  i  

tervene. 

Now,  out  of  the 
blue,  comes  a  move 
that  could  take  some 
of  the  sting  out  of 
those  nasty  numbers. 
Standard  &  Poor's 
Corp.,  a  division  of 
McGraw-Hill  Inc.,  the 
publisher  of  BUSINESS 
WEEK,  said  it  would 


not  downgrade  a  company's  credit  rat- 
ings solely  on  the  basis  of  the  retiree 
health  costs.  Instead,  S&P  will  look  at  the 
balance  sheet  both  with  and  without  the 
future  cost  estimates,  and  assess  their 
relevance.  "We're  not  going  to  ignore 
it,"  says  Leo  O'Neill,  president  of  S&P's 
ratings  group.  But  on  grounds  that  the 
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RETIREE  HEALTH  COSTS 
HIT  THE  BOOKS 


mpany 

Year 

Charge  to 
earnings 

Millions 

C0RK1?1G 

1988 

$84* 

IBM 

1988 

105* 

LTV 

1988 

2,260** 

MERCK 

1988 

32* 

VUlCAN  MATERIA!?  1989 

15** 

Cumulative  liability  for  curreril  retirees  DATA;  BW 
Cumulative  liability  for  current  and  future  retirees 


projection  is  inherently  unreliable, 
"We're  going  to  unplug  it." 

Moody's  Investors  Services  Inc.,  while 
welcoming  the  rule  as  providing  more 
information  to  investors,  doesn't  intend 
to  be  unduly  swayed  by  it  either.  "The 
fact  that  a  number  shows  in  a  compa- 
ny's liability  structure  will  not  change 
credit  perception,"  says  Harold  Gold- 
berg, a  senior  vice-president. 

The  rating  agencies 
aren't  alone  in  their 
misgivings.  Medical 
costs  are  very  difficult 
to  predict,  even  for  a 
short  time  period,  and 
vary  widely  from  com- 
pany to  company. 
Nevertheless,  FASB 
wants  all  companies  to 
follow  the  same  con- 
servative rules — to  as- 


sume, for  example,  that  all  employees 
retire  at  the  earliest  age  possible.  "T 
say  it's  55  for  everybody  is  a  ridiculou 
assumption,"  says  Thomas  E.  Jones,  s 
nior  vice-president  of  Citicorp,  where  th 
average  retirement  age  is  62. 
'CORRECTLY  WRONG.'  The  biggest  contro 
versy  is  over  how  to  accurately  predict 
what  health  care  costs  will  be  in  decade 
to  come.  In  a  study  of  25  major  compa 
nies,  accountants  Coopers  &  Lybran 
found  that  even  small  changes  in  cos^ 
estimates  can  make  major  differences  iij 
the  amounts  a  company  has  to  set  asidel 
"That's  probably  the  most  critical  asj 
sumption  they  have  to  make,  and  it  iml 
pacts  the  measurement  the  most,"  say^ 
Murray  Akresh,  a  diiector  at  Coopers 
Lybrand. 

Some  critics  believe  it's  better  to  leavd 
the  balance  sheet  untouched 
than  to  insert  an  essentials 
arbitrary  number.  "It  is  bettei 
to  be  correctly  wrong,  anq 
have  no  number  in  the  finan) 
cial  statement,  than  to  be  apj 
proximately  correct"  and  mis 
lead  investors,  says  Patrick 
McConnell,  a  managing  direc 
tor  at  Bear,  Stearns  &  Co. 

Despite  the  mine  fields, 
handful  of  companies  have  al 
ready  begun  conforming  t| 
the  proposed  fasb  rule,  whicl 
could  be  in  final  form  a  yeaj 
from  now  (table).  LTV,  which 
in  Chapter  11  bankruptcy  prdj^ 
ceedings,  decided  in  1988  tha 
it  was  a  good  time  to  take  thi 
full  hit  to  earnings  for  boti 
current  and  future  retireesi 
Other  companies,  such  as  Coii 
ning  Inc.,  like  the  FASB  idea  si 
much  that  they  are  already  df 
ducting  the  expected  healt 
benefit  costs  for  current  reth 
ees.  "The  best  way  to  control  costs  is  t 
measure  them,"  says  Corning  Vice-Pre; 
ident  Stephen  I.  Albertalli. 

The  more  measuring  they  do,  th 
more  companies  are  arriving  at  the  obv 
ous  solution:  Cut  back  on  retiree  healt 
benefits.  Companies  such  as  Eastmai 
Kodak  Co.  are  prorating  such  benefit 
based  on  the  number  of  years  an  en 
ployee  has  been  on  the  payroll.  For  e: 
ample,  a  30-year  stint  will  merit  full  r 
tiree  benefits,  while  15  years  will  pa 
only  50%.  Several  dozen  companies  wi 
pay  only  up  to  a  specified  amount  p( 
person.  "Many  companies  are  shiftin 
the  burden  to  the  employee,"  says  Ric' 
ard  Ostuw,  a  vice-president  at  Tower 
Perrin,  Forster  &  Crosby. 

By  the  time  the  FASB  plan  hits, 
seems,  it  may  have  much  more  impa 
on  retirees  than  investors. 

By  Leah  J.  Nathans  in  New  Yo'i 
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INCE  THE  PITTSBURGH  PIRATES  TEAMED  UP 

VITH  THE  POSTAL  SERVICE,  EVERY  PITCH  HIT  ITS  MARK. 


\  Hai-kitner.  Pittsburgh  letter  carrier 


THE  PIRATES'  SALES  PITCH  REACHED  MORE  FANS  THAN  EVER  WHEN 

THE  POSTAL  SERVICE  HELPED  IMPROVE  THE  ACCURAQ  OF  THEIR  MAILING  LISTS. 

The  Pirates'  mailing  list  consisted  of  over  250,000  names  and  addresses  gathered  from  fans  entering 
Three  Rivers  Stadium.  But  thousands  of  catalogs  and  other  mailings  based  on  this  list  never  made  it  home. 

THE  GAME  PUN:  ZIP  +  4  DISKEHE  SERVICE. 

Dan  O'Shea,  Manager  of  Commercial  Accounts  at  the  Postal  Service,  made  the  call  to  use  the  ZIP  +  4* 
diskette  service.  Scott  Proefrock,  the  Pirates'  pinch  hitter  in  data  processing,  put  the  game  into  play 
by  handing  over  die  Pirates'  mailing  list  diskettes,  llie  Postal  Service  updated  the  list,  corrected  errors  and 
eliminated  duplicate  addresses  all  by  encoding  the  diskettes  with  ZIP  +  4  codes.  What  teamwork! 

9  ZIP  WAS  THE  BEGINNING  OF  A  WINNING  SEASON. 

Once  the  Pirates  converted  to  nine-digit  ZIP  Codes,''  their  mailings  hit  all  25(J,000  homes  — saving  over 
$100,000  in  lost  opportunities,  lost  profits,  wasted  postage  and  materials.  Not  to  mention  the  money 
saved  through  ZIP  -I-  4  postage  discounts. 

Plus,  last  year's  attendance  reached  a 
record  high  of  over  one  million  fans. 
Needless  to  say  this  made  the  Pirates' 
Jim  Leyland  one  very  happy  manager 

If  you're  looking  for  ways  to  save  money 
and  improve  the  efficiency  of  your  major 
league  mailings,  our  creative  solutions  can 
help.  Send  in  this  coupon  to  learn  all 
about  them. 
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UNITED  STATES 
POSTAL  SERVICE 

We  Deliver. 


SEND  MY  FREE  BROCHURE  AND  CASSEHE. 

Call  1-800-842-9000,  Ext.  228  or  mail  this  coupon  to: 

United  States  Postal  Service,  PO  Box  7897,  Mt  Prospect  IL  60056-9903 

My  line  of  business  is;  (Please  check  one) 


□  Insurance 
n  Banking 

□  Retail 

Name  


□  Government 

□  Publishing 

□  Education 


□  Securities 

□  Utilities 

□  Wliolesale 


□  Services 

□  Manufacturing 

□  Direct  Marketing 


-Title 


Firm  

Street  Address. 

Cit>-  

Phonei  


-State 


-ZIP  Code' 


-Today's  Date. 


BY  GENE  G.  MARCIAL 

THE  STREET  MAY 
BE  MISSING 
TANDY'S  MAGIC 


Tandy,  the  multibillion-dollar  re- 
tailer of  consumer  electronics  and 
manufacturer  of  personal  com- 
puters, gets  little  respect  on  Wall 
Street  these  days.  Despite  some  nifty 
earnings  forecasts,  Tandy's  stock  just 
hasn't  caught  fire.  It  has  been  bogged 
down  at  42  to  46  all  year. 

Investors  are  clearly  wary  of  any 
company  whose  major  business  is  com- 
puters. But  that  could  be  a  mistake. 
Tandy  operates  more  than  4,800  com- 
pany-owned and  2,229  franchised  Radio 
Shack  stores  around  the  country,  most 
of  which  are  profitable.  And  Matsu- 
shita Electric  Industrial,  the  Japanese 
electronic  giant,  has  chosen  to  buy 
Tandy  PCs — the  first  time  that  a  Japa- 
nese company  has  signed  a  long-term 
business  alliance  with  an  American 
computer  maker.  Tandy  also  makes 
some  PCs  for  Digital  Equipment. 

Some  influential  investors  who  are 
buying  'Tandy  shares  are  convinced 
that  the  stock  is  getting  a  bum  rap. 
"Tandy  is  the  value  player's  type  of 
^growth  stock,"  says  money  manager 
Stuart  Shikiar,  managing  director  of 
Prudential-Bache  Investment  Manage- 
ment. The  numbers  are  impressive,  he 
notes.  Tandy  trades  at  a  modest  price- 
earnings  ratio  of  11,  with  1989  earn- 
ings expected  to  jump  to  $4.15  a  share 
from  last  year's  $3.64.  Return  on  equi- 
ty is  about  20%,  and  debt  is  only  15%  of 
capitalization.  Cash  flow  for  1990  is  ex- 
pected to  come  in  at  $460  million,  or 
$5.60  a  share.  Says  Shikiar:  "By  all 
measures,  Tandy  is  a  cheap  stock  that 
has  fallen  behind." 

SHORT  END.  Analysts  cite  another  rea- 
son for  investor  reluctance:  Tandy's 
concentration  on  the  low  end  of  the  PC 
consumer  market,  which  hasn't  grown 
as  fast  as  the  upscale  side.  And  de- 
mand for  expensive  but  more  powerful 
PCs  just  keeps  growing.  The  company 
has  been  trying  to  overcome  the  prob- 
lem by  refocusing  on  big-ticket  con- 
sumer electronics. 

The  stock  may  have  even  more  more 
going  for  it.  Tandy  is  a  "potential  ac- 
quisition candidate,"  says  Gene  Glazer, 
senior  vice-president  at  Dean  Witter 
Reynolds,  particularly  to  a  "consumer- 
electronics  hardware  manufacturer 
that  could  benefit  from  the  company's 
broad  U.  S.  distribution  system." 


TANDY'S  SHARES 
MAKE  LIHLE  HEADWAY 


APR.  24 
k  DOLU\RS 


STOCK  PRICE 


DATA:  BRIDGE  INFORMATION  SYSTIMS  INC 


ment's  stake.  Institutions  own  29%. 

The  betting  now  among  some  big 
investors  is  that  management  is  buy- 
ing back  as  much  stock  as  it  can  be- 
cause it's  preparing  to  sell  the  compa- 
ny. One  New  York  money  manager 
says  that  with  the  high  multiples  that 
environmental-service  biggies  are  will- 
ing to  pay  for  small  pollution-control 
outfits  these  days,  OHM  could  fetch  a 
pretty  penny.  In  a  takeover,  the  stock 
could  be  worth  at  least  $30  a  share,  he 
figures,  considering  that,  through  ac- 
quisitions, OHM  is  now  much  bigger 
than  it  was  two  years  ago,  when  the 
stock  was  at  36. 


SEPT.  5 


Glazer  insists  that  he  has  no  knowl- 
edge of  any  specific  company  that 
wants  to  acquire  Tandy.  But  one  take- 
over investor  who  has  been  buying 
shares  says  that  fresh  whispers  peg  a 
Japanese  manufacturer  as  keenly  in- 
terested in  Tandy.  He  puts  the  compa- 
ny's breakup  value  at  $65  a  share.  A 
Tandy  spokesman  said,  "Today,  no 
company  in  Corporate  America  is  im- 
mune to  takeover  prospects."  Mean- 
while, management  has  bought  back 
about  4  million  of  the  10  million  shares 
it  plans  to  repurchase. 


A  MUDDIED  RECYCLER 
COULD  STILL  SHINE 


A couple  of  days  after  New  York 
money  manager  Harvey  Eisen 
spoke  favorably  of  OHM  on  the 
TV  program  Wall  Street  Week  in  July, 
the  stock  boomed  from  10%  to  14.  For- 
merly known  as  Environmental  Treat- 
ment &  Technologies,  OHM  is  the  kind 
of  undiscovered  stock  with  a  strong 
niche  business  that  Eisen  scouts  for. 

ohm's  stock  hit  a  wall  after  the  com- 
pany reported  disappointing  earnings 
for  the  June  quarter.  But  Eisen  still 
believes  that  the  pollution-control  and 
waste-recycling  company  will  go  much 
higher  when  earnings  improve. 

Meanwhile,  other  big  investors  have 
started  accumulating  shares,  even 
without  signs  of  better  earnings  in  the 
quarters  ahead.  What's  their  reason- 
ing? Management,  which  already  owns 
about  50%  of  the  12  million  shares  out- 
standing, has  continued  to  buy  back 
shares  every  time  the  stock  falls  below 
13.  OHM  Chairman,  President,  and  CEO 
James  Kirk  controls  21%  of  manage- 


FEAR  OF  SHARKS  MAY 
MAKE  VALERO  MOVE 


i: 
1 


lumors  that  a  major  restructur- 
ing is  coming  at  Valero  Energy 
khave  produced  heavn,"  trading  in 
the  stock,  which  sells  for  $16  a  share 
"While  no  13D  filings  have  been  made 
management  is  openly  concerned  about 
a  raid,"  says  Bruce  Lazier,  an  analyst 
at  Prescott,  Ball  &  Turben. 

Valero,  which  is  primarily  engaged 
in  refining  high-sulfur  residual  oil  into 
premium  products,  including  unleaded 
gasoline,  has  been  a  rumored  takeover 
target  for  some  time.  Lazier  believes 
that,  based  on  its  net  asset  value,  free 
cash  flow,  and  the  long-term  bullish 
outlook  for  gasoline-refinery  and  natu 
ral-gas  companies,  Valero  is  worth  i 
a  share  in  a  restructuring. 

Management  isn't  expected  to  take  a 
raid  lying  down.  Some  big  investors 
believe  that  if  a  hostile  bid  comes  in 
management  is  likely  to  take  the  com- 
pany  private  at  somewhere  near  the 
$29  price. 

Valero's  big  assets  are  its  refinery  in 
Corpus  Christi,  Tex.,  which  produces 
the  premium  products,  and  its  49% 
stake  in  Valero  Natural  Gas  Partners 
which  trades  at  19  on  the  Big  Board, 
Lazier  estimates  that  stake  to  be  worth 
$25  a  share. 

The  big  kicker  to  the  Valero  story 
say  some  takeover  investors,  is  the 
agreement  that  Valero  is  expected  to 
sign  with  Saudi  Arabia.  Lazier  thinks 
the  Saudis  will  offer  to  supply  residual 
oil  to  Valero  at  discounted  prices.  They 
may  also  buy  a  stake  in  the  Corpus 
Christi  refinery  or  even  in  the  entire 
company.  The  Saudi  agreement,  say? 
Lazier,  "will  start  the  ball  rolling  for  a 
serious  restructuring."  Managemeni 
will  talk  about  the  Saudi  plan  when  i1 
meets  with  New  York  analysts  or 
Sept.  18. 
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Many  financial  institutions 
can  manage  your  portfolio.  But 
getting  a  variety  of  specialized 
services  you  may  need,  and 
want,  is  another  matter 

That's  why  we  created  the 
Merrill  Lynch  Consults™  Service, 
to  make  available  to  you  individ- 
ualized portfolio  management, 
along  with  other  related  services. 

Your  Merrill  Lynch  Financial 
Consultant  can  work  with  you  to 
help  identify  your  investment 
objectives  and  the  degree  of  risk 
you're  willing  to  take.  Then  they'll 
help  identify  a  portfolio  manager, 
from  among  those  participating 
in  our  service,  whose  experience 
and  philosophy  match  your 
objectives. 

You'll  also  receive  a  detailed 
quarterly  performance  evaluation 
which  you  can  review  with  your 
Financial  Consultant,  along  with 

4i|989  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc  Member  SIPC. 


monthly  account  statements.  You 
can  use  this  information  to  redi- 
rect the  efforts  of  your  individual 
portfolio  manager,  if  necessary 
And,  if  you  have  any  questions, 
you  can  call  your  portfolio  man- 
ager directly 

The  Merrill  Lynch  Consults 
Service  is  part  of  our  ongoing  com- 
mitment to  meet  our  client  needs. 


For  more  information,  and  help 
with  a  risk  evaluation,  return  the 
coupon.  Or,  for  a  faster  response, 
call  us  or  your  Financial  Consul- 
tant today 

Merrill  Lynch.  For  the  services 
you  de.serve. 

1 800  637-7455,  ext.  5875 


r 


Mail  to:  Merrill  Lyncti,  Pierce,  Fenner  and  Smith  Inc.,  Response  Center, 
P.O.  Box  30200,  New  Brunswick,  NJ  08989-0200 

Please  send  me  more  information  about  the  Merrill  Lynch  Consults™  Service. 


Name- 


Address- 
City  


Stale. 


.Zip_ 


Home  Ptione 


J 
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EDS  PRESIDENT  ALBERTHAL:  A  JOINT  VENTURE  WITH  HITACHI  WILL  BATTLE  IBM  OVER  SYSTEMS  INTEGRATION  AND  MAINFRAME  SALES 
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EDS:  HOW  SWEET  IT  IS 
TO  HAVE  A  SUGAR  DADDY 


GM's  computer-systems  subsidiary  is  using  its  parent's  financial  clout  to  score  huge  deals 


It  was  an  odd  amendment  to  last 
month's  savings-and-loan  bailout  bill: 
a  provision  that  would  have  outlawed 
buying  into  any  financial  institution  just 
to  secure  a  role  as  a  big  supplier.  The 
prohibition  was  aimed  at  Electronic  Data 
Systems  Corp.,  the  General  Motors 
Corp.  subsidiary  that  last  year  struck  a 
series  of  deals  with  struggling  First  City 
Bancorp  of  Texas  Inc.  in  Houston.  EDS 
paid  $7.5  million  for  the  bank's  used 
computers  and  bought  $20  million  worth 
of  its  preferred  stock.  Soon  after,  it 
landed  a  10-year,  $550  million  contract  to 
do  all  of  First  City's  data  processing 
work.  Critics  screamed  for  antitrust  en- 
forcement— but  the  amendment  failed. 
And  EDS  kei)t  a  marketing  tool  that  few 
competitors  can  match. 

When  H.  Ross  Perot  sold  EDS  to  GM  in 
1984  for  $2.55  billion,  he  predicted  that  it 
would  become  an  800-pound  gorilla.  He 
may  have  been  right.  A  burlier  EDS  is 
emerging  in  the  business  of  building 
custom  computer  systems.  It  isn't  just 
offering  financial  inducements  to  line  up 
contracts.  It  also  is  using  GM's  dollars — 
and  its  position  as  the  world's  biggest 
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buyer  of  IBM  mainframes — to  whack 
away  at  IBM.  Competitors  are  worried. 
Says  Darwin  Deason,  chief  executive  of 
Dallas-based  Affiliated  Computer  Sys- 
tems Inc.:  "Who  can  challenge  a  compa- 
ny with  GM  as  its  sugar  daddy?" 

EDS  has  even  begun  to  solve  what  it 
calls  its  most  nagging  problem — too 
much  GM.  Some  59%  of  the  Dallas  com- 


THE  RECOVERY  AT  EDS 


▲  PERCENT 


OAW.  COMPANY  REPORTS 


m 


pany's  revenues  come  from  GM  projects 
and  competitors  argue  that  EDS  is  to( 
preoccupied  with  the  auto  maker  to  ade 
quately  serve  outside  customers.  Bu 
EDS  says  that  the  $2.8  billion  it  gets  fron 
GM  annually  will  stay  flat  into  the  nex 
decade.  It  adds  that  all  its  revenue 
growth,  which  analysts  estimate  at  S% 
year,  will  come  from  outside  of  GM. 
DISAPPEARING   IRRITANT.    After  fiv 

years,  moreover,  EDS  and  GM  hav^iiiLj 
reached  a  cultural  detente.  EDS  blew  int 
Detroit  like  an  ill  wind,  a  cocky  challeng 
er  to  GM's  bureaucracy.  EDSers  tried  b 
take  over  the  auto  maker's  computin] 
departments.  Ultimately,  some  6,000  G! 
workers  were  transferred  to  EDS,  wher 
compensation  was  lower.  But  the  mos 
celebrated  disputes  were  between  GI 
Chairman  Roger  B.  Smith  and  Peroi 
who  accused  Smith  of  violating  his  guai  it»f^ 
antees  of  independence  for  EDS,  the 
lambasted  GM's  auto  business.  By  lat 
1986,  Smith  had  had  enough.  He  bough 
out  Perot  and  three  other  EDS  executive 
for  $750  million.  EDS  President  Lester  IV 
Alberthal  Jr.  became  GEO. 
Alberthal  has  made  the  match  worl 
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claims  that  "the  bulk  of  the  irritant" 
appeared  with  Perot,  but  he  has 
)othed  things,  too.  EDS  employees  can 
J  grow  beards.  They  don't  have  to 
ir  suits  in  the  factory.  And  disagree- 
its  aren't  aired  in  the  press  anymore. 
mid-1988,  the  two  sides  quietly  re- 
'ed  a  key  point  of  contention:  EDS's 
fit  margins  on  jobs  for  GM.  Today, 
>  of  such  work  is  covered  by  fixed- 
e  contracts  with  pretax  margins  of 
>,  vs.  9%  four  years  ago. 
\NCIAL  MUSCLE.  So  EDS  is  prospering, 
net  income  jumped  19%  in 
B,  to  $384  million,  on  revenue 
M.8  billion,  a  9%  gain.  Last 
r,  it  lined  up  $12.7  billion  in 
ire  business,  a  37%  increase, 
id  so  in  part  thanks  to  some 
billion  that  GM  has  provided 
;e  1984  as  a  cash  advance,  all 
rest-free,  with  only  $800  mil- 
needing  to  be  repaid.  Osten- 
y,  the  money  was  to  fund 
related  projects.  But  EDS  is 
ig  more  with  it. 
he  First  City  deal  was  a 
■t.  Then  last  November,  EDS 
led  a  10-year  contract,  worth 
estimated  $1  billion,  to  man- 
the  computer  and  telecom- 
nications  facilities  of  trou- 
1  natural-gas  giant  Enron 
p.  Industry  sources  say  EDS 
cted  $30  million  into  Enron 
an  advance  on  its  projected 
ings  from  EDS's  work.  Now, 
istry  sources  say,  EDS  is  ne- 
iating  to  take  over  data  pro- 
sing for  debt-ridden  Grey- 
nd  Bus  Lines.  Greyhound 
get  a  $50  million,  low-inter- 
loan.  One  former  EDS  execu- 
!  sees  danger  in  such  deals: 
)S  is  buying  revenue,  and 
3n  the  cash  runs  out,  it  will 
le  back  to  haunt  them."  But 
erthal  is  undeterred:  "Why 
uldn't  we  use  our  financial 
scle  to  win  business?" 
DS  is  even  trying  that  with 
;.  Last  March,  it  joined  with 
achi  Ltd.  to  buy  National  Ad- 
iced  Systems,  a  seller  of  IBM- 
[ipatible  mainframes,  from 
tional  Semiconductor  Corp. 
•  $40  million,  EDS  got  20%-  of  NAS, 
ose  machines  are  made  by  Hitachi. 
;ording  to  Allan  R.  Baumgartner,  the 
inframe-industry  analyst  for  market 
earcher  Dataquest  Inc.,  Hitachi  and 
5  now  plan  to  challenge  Big  Blue. 
JOR  FORAY.  GM  buys  more  IBM  main- 
mes  than  anybody.  And  since  EDS 
!rsees  GM's  computer  purchases,  the 
o  giant  may  buy  more  from  Hitachi. 
5  joint  venture  should  also  give  EDS 
erage  in  the  systems-integration  busi- 
;s,  where  it  buys  lots  of  IBM  machines. 
3  will  get  Hitachi  mainframes  at  cost. 


And  IBM  may  have  to  lower  its  prices  or 
lose  business.  Says  Alberthal:  "We  did 
the  deal  to  get  high-end  equipment  at  a 
better  rate  than  we  can  negotiate." 

There's  even  talk  of  a  bigger  chal- 
lenge to  IBM.  Baumgartner  says  that 
EDS  and  Hitachi  may  develop  a  nonpro- 
prietary mainframe,  based  on  Hitachi's 
VOS  operating  system,  or  basic  software, 
that  could  provide  an  alternative  to  IBM- 
compatible  machines.  That  would  make 
Hitachi  more  competitive  in  the  U.  S. 
mainframe  market. 


H.  ROSS  PEROT 


m  AND  EPS;  A  BRIEf  HISTORY 

JUHE,  1984  GM  buys  EDS,  then  the  leading  installer  of 
customized  computer  systems,  for  $2.55  billion  in  cash  and 
stock.  GM  creates  a  separate, 
Class  E  stock  for  EDS  investors 

1985  EDS  revenues  balloon 
400%,  mostly  because  of  new  GM 
projects,  but  conflicts  develop 
over  what  profit  margins  EDS 
should  earn  on  GM  work 

DECEMBER,  1986  Burned  by  dis- 
putes with  EDS  founder  and  GM 
Director  H.  Ross  Perot  over  both 
EDS  and  GM's  auto  business,  the 
auto  maker  buys  Perot's  EDS  holdings  for  $750  million. 
Four  other  top  EDS  officials  also  leave  

1987  EDS  finishes  upgrading  GM's  computer,  telecom- 
munications, and  factory-floor  systems.  Profits  dispute  is 
resolved,  and  EDS  looks  for  non-GM  business  

JAHUARY,  1988  EDS  and  U.  S.  Sprint  squabble  over  a 
joint  bid  for  FTS-2000,  a  $25  billion  federal  phone  contract. 
EDS  drops  out.  Sprint  gets  40%  of  the  contract  

APRIL,  1 988  Using  a  new  marketing  strategy,  EDS  buys 
$7.5  million  in  used  computer  equipment  and  $20  million  in 
preferred  stock  from  beleaguered  First  City  Bancorp  of 
Texas,  which  gives  EDS  a  $550  million  contract  to  take 
over  the  bank's  data  processing  operations.  This  is  the 
first  of  many  such  deals  

JUNE,  1988  Perot  founds  Perot  Systems  to  compete  with 
EDS  for  systems  integration  projects  

1 989  EDS  and  Hitachi  buy  mainframe  maker  National  Ad- 
vanced Systems  for  $398  million.  The  gamble  is  that  EDS 
can  gain  pricing  leverage  over  IBM,  whose  equipment 
EDS  uses  on  many  projects,  without  alienating  customers 
by  pushing  its  own  equipment 


EDS's  rapid  growth  has  sent  its  stock 
soaring  69%'  since  early  1988,  to  about 
55.  And  that's  good  news  for  GM.  When 
it  bought  EDS,  it  issued  new  stock,  called 
GM  Class  E  shares.  That  was  a  conces- 
sion to  Perot,  who  wanted  a  way  to  tie 
EDS's  dividends  to  its  profits— and  to 
force  GM  to  pump  business  into  the  com- 
pany. As  part  of  the  deal,  GM  promised 
that  the  stock  would  hit  $125  on  the 
open  market — $62.50  after  a  split — by 
June  28,  1991.  If  it  doesn't,  GM  has  to 
make  up  the  difference — on  47.5  million 
shares.  How  high  the  stock  goes,  insid- 


ers say,  depends  on  how  rapidly  EDS 
grows  outside  of  GM.  Adds  a  former  EDS 
official:  "They  have  to  get  lots  of  reve- 
nue quickly  to  keep  the  stock  price  up." 

That  puts  the  spotlight  on  an  EDS 
weakness.  For  two  decades,  the  compa- 
ny has  been  a  leader  in  computer  ser- 
vices for  the  health-care,  insurance,  and 
banking  industries.  But  it  has  been  slow 
to  move  beyond  these  fields — at  least 
outside  of  GM.  For  instance,  EDS  built 
GM's  $500  million  telecommunications 
network,  the  world's  largest  private 
phone  system,  in  one-third  the 
10  years  the  project  was  sup- 
posed to  take.  But  EDS's  three- 
year-old  telecommunications  di- 
vision has  only  $100  million  in 
revenues.  Its  major  foray,  a  bid 
to  manage  part  of  a  $25  billion 
project  to  modernize  the  federal 
government's  phone  system,  col- 
lapsed when  EDS  tried  to  get 
U.  S.  Sprint  Communications  Co. 
to  accept  lower  margins  on  its 
half  of  the  deal,  report  former 
EDS  officials.  Sprint  dumped  EDS 
and  eventually  won  40%  of  the 
project. 

MARKETING  RIDDLE.  EDS  hasn't 
become  a  whiz  at  factory  auto- 
mation, either.  Its  work  in  build- 
ing the  computer  systems  at 
GM's  Pontiac  (Mich.)  East  truck 
plant  has  won  high  praise.  In 
more  than  5,000  hours  of  opera- 
tion, the  plant  has  had  only  six 
hours  of  computer  downtime. 
But  EDS's  most  significant  out- 
side project  is  a  small  contract 
to  develop  an  inventory  system 
at  a  Caterpillar  Inc.  plant  in  Au- 
rora, 111.  In  offices,  EDS  often 
sweeps  in  and  takes  over  com- 
puter operations,  a  style  that 
doesn't  work  as  well  in  factory 
automation  or  telecommunica- 
tions. Says  Senior  Vice-Presi- 
dent Jeffrey  M.  Heller:  "We  still 
need  to  learn  marketing." 

And  fast.  EDS's  competitors 
aren't  sitting  still.  Some  even 
plan  to  emulate  its  approach. 
"We  all  have  to  start  using  capi- 
tal inventively,"  says  Melvyn  E. 
Bergstein,  a  senior  vice-presi- 
dent at  Computer  Sciences  Corp.  And 
others  are  edging  into  EDS's  markets. 
For  instance,  Perot's  new  company, 
Perot  Systems  Corp.,  recently  beat  EDS 
out  on  a  $36  million  contract  to  provide 
computer  services  to  insurer  ICH  Corp. 

Still,  EDS  is  in  good  shape.  It  is  a  lead- 
er in  systems  integration.  It  has  a  batch 
of  new  business  in  the  wings,  and  a 
strategy  for  becoming  less  dependent  on 
IBM.  And  if  all  else  fails,  there's  always 
that  big  sugar  daddy  up  in  Detroit. 

By  Kevin  Kelly  in  Dallas,  with  James  B. 
Treece  in  Detroit  and  bureau  reports 
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Although  meteors 
normally  measure  a  Irac- 
tion  ol  an  inch,  these 
"shooting  stars"  reveal 
their  presence  by  leaving 
a  luminous  trail 
Although  sub-atomic  par- 
ticles cannot  be  seen 
even  under  a  microscope, 
they  reveal  their  presence 
by  a  Hash  of  light  as  they 
pass  through  Cerenkov 
glass. 


Most  meteors  are  no  larger 
than  a  grain  of  sand.  Yet  in 
spite  of  thieir  surprisingly 
small  size,  they  can  be  seen 
by  the  naked  eye  from  as  far 
as  75  miles  away.  The  explan- 
ation for  this  phenomenon  is 
simple:  they  leave  a  luminous 
trail  in  their  wake. 

 As  they  hit  the  earth's 

atmosphere  at  a  speed  of 
43  miles  per  second,  these 


cosmic  particles  are  slowed 
down  by  friction.  The  resulting 
heat  and  force  of  compres- 
sion are  so  great  that  the 
meteor  vaporizes  in  a  streak 
of  shining  atoms. 
 Millions  of  these  "shoot- 
ing stars"  light  up  the  sky 
every  year. 

 Scientists  researching 

high-energy  sub-atomic  par- 
ticles make  use  of  this  "shoot- 


ing star"  effect.  Such  parti 
cles  as  mesons,  protons  am 
muons  are  too  minute  to  b( 
observed  by  standard  meth 
ods,  but  they  can  be  seet 
through  our  Cerenkov  glass 

 As  they  pass  throug 

this  glass,  the  particles  aril 
abruptly  slowed  down.  Bl| 
while  their  velocity  within  thj 
glass  remains  greater  thai 
the  speed  of  light  within  thj 


material,  they  emit  a  blue 
flash  which  reveals  their 
presence. 

 This  effect  is  applied  by 

physicists  when  studying  the 
nature  and  composition  of 
sub-atomic  particles.  Thus 
the  meteor  phenomenon  has 
come  to  play  a  key  role  in  their 
basic  research. 
 Cerenkov  glass,  avail- 
able from  Schott  Glass  Tech- 


nologies, is  just  one  example 
of  how  Schott's  innovative 
development  responds  to 
specific  needs.  In  today's 
world,  special  glass  helps 
keep  technology  advancing. 

 Schott  worldwide:  50,000 

products,  42  production  fa- 
cilities, represented  in  more 
than  100  countries,  with  over 
$1  billion  in  sales. 
 Schott  in  the  USA:  8 


companies  employing  more 
than  1,200  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B24,  3  Ode!! 
Plaza,  Yonkers,  NY  10701. 

O  SCHOTT 

Nobody  knows  more  about  glass. 
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WHY  SUN  IS  LOSING  ITS  HEAT 
IN  THE  EAST 


U.S.  workstation  makers  are  running  into  trouble  in  Japan 


f; 


lor  many  U.  S.  suppliers,  trying  to 
I  crack  the  Japanese  computer  mar- 
ket lias  been  a  frustrating  exercise. 
But  in  the  mid-1980s,  makers  of  high- 
powered  workstations  used  in  engineer- 
ing and  science  found  a  wide-open  field. 
With  scant  local  competition,  Apollo, 
Hewlett-Packard,  and  Sun  Microsystems 
grabbed  the  lead.  Sun  even  built  a  net- 
work of  influential  distributors,  includ- 
ing electronics  giant  Toshiba  Corp.,  and 
by  1987  had  bagged  25%  of  the  market. 
Only  Sony  Corp.  came  close. 

But  the  Americans'  romping  days  may 
be  ending.  Although  Sun  continued  to 
ship  more  units,  Sony  edged  past  Sun 
in  workstation  revenues  last  year  (ta- 
ble) and  doesn't  seem  to  be  breaking 
stride.  And  Japan's  top  electronics 
companies — including  NEC  and  Hita- 
chi— are  preparing  second-generation 
workstations  that  could  cut  the  com- 
bined 54%  market  share  of  the  Ameri- 
can companies.  Though  analysts 
think  the  Japanese  workstation  mar- 
ket will  grow  30%  a  year  through  the 
early  1990s,  there  are  signs  of  over- 
crowding: Sun  and  Sony  are  slashing 
prices  to  move  older  models. 

The  latest  price  war  seems  to  have 
been  inspired  by  Digital  Equipment 
Corp.  In  July,  DEC  introduced  its  new 
DECstation  2100  in  Japan.  Based  on  a 
RISC  (reduced  instruction  set  comput- 
ing) chip  that  outperforms  the  con- 
ventional microprocessors  used  in  old- 
er Sun  and  Sony  machines,  the  2100 
was  aggressively  priced  at  $7,000. 
Sony  quickly  cut  prices  on  its  popular 
NEW.S  series  of  workstations  by  25% 
for  business  customers  and  up  to  50% 
for  universities.  "Nobody's  going  to 
earn  much  on  these  machines,"  says 
Masaaki  Hasegawa,  senior  research- 
er at  Yano  Research  Institute,  a  mar- 
ket researcher. 

ELUSIVE  GOALS.  Sun  also  is  feeling 
the  pinch.  Its  salts  in  Japan  hit  about 
$210  million  for  the  fiscal  year  ended 
June  30,  but  earnings  fell  to  $1.3  mil- 
lion, or  one-fourth  tlicir  1988  level. 
Timothy  J.  Dwyer,  vice-president  for 
intercontinental  operations,  says  the 
results  reflect  the  same  product-tran- 
sition problems  that  caused  a  $20  mil- 
lion overall  loss  for  Sun  in  the  June 


quarter.  He  says  that  the  company  is  as 
profitable  in  Japan  as  anywhere. 

Still,  Sun's  goal  in  Japan — to  double 
sales  this  fiscal  year  to  $430  million  and 
grab  30%'  of  the  market — could  prove 
elusive.  Much  of  the  company's  recent 
growth  came  from  a  three-year,  15,000- 
unit  order  from  Fujitsu — valued  at  $280 
million.  Another  order  that  size  is  unlike- 
ly. "If  you  factor  out  Fujitsu,  Sun  looks 
a  lot  worse,"  says  Junichi  Saeki,  an  ana- 
lyst at  Dataquest  Inc. 

Competition  aside.  Sun  faces  snags  in 
its  Japanese  marketing  plan.  Fujitsu  is 


SUN:  SLASHING  PRICES  ON  OLDER  MODELS  » 


THE  JAPANESE 
WORKSTATION  MARKET 


Company 

Revenues* 

Percent  of  market 

SONY 

$142 

19.6% 

SUN 

MICROSYSTEMS 

140 

19.3 

HEWLETT-PACKARD 

100 

14.0 

HITACHI 

60 

8.2 

APOLLO** 

59 

8.1 

NEC 

46 

6.3 

DIGITAL 

EQUIPMENT  CORP. 

39 

5.3 

OTHER 

137 

19.0 

TOTAL 

$723 

100.0% 

*Sales  in  millions  of  dollors,  1988 
**Acquired  by  Hewlett-Pockord  in  1989 

DATA:  DATAQUEST  INC 


only  one  of  two-dozen  companies  thai 
sell  Sun  machines  in  Japan,  some  undei 
their  own  brand.  These  multiple  ar 
rangements  have  boosted  Sun's  volume 
But  computer  buyers  soon  realized  thej 
could  get  Sun  machines  from  lots  o 
sources  and  began  playing  the  distribu 
tors  against  one  another  to  get  lowe: 
prices. 

RISC  RISKS.  The  struggle  in  1990  will  b( 
over  a  new  generation  of  RISC-based  mai 
chines.  Sun's  computer,  called  SPARCstai 
tion,  began  shipping  in  September,  anc 
the  company  says  its  Japanese  backlog 
is  2,500.  That's  strong  enough  demand  tsj 
says  marketing  manager  Yuichi  Muranc  jia 
that  "we  won't  discount  new  products. 

But  holding  the  line  on  prices  may  h< 
tough.  Both  Sony  and  NEC — the  dom: 
nant  Japanese  personal  computer  suppl: 
er — are  designing  workstations  aroun 
the  RISC  chip  from  MIPS  Computer  Sys 
tems  Inc.  that  DEC  uses  in  the  DECst£ 
tion  2100.  And  Sun  will  have  plenty  o 
competition  from  machines  using  its  ow 
SPARC  chip.  Solbourne  Computer,  a  Cok 
rado-based  startup  that  is  controlle 
by  Matsushita  Electric  Industrial  Co 
is  already  selling  the  first  Sun  clon 
in  Japan.  And  Toshiba  has  been  I 
censed  by  Sun  to  build  low-price 
SPARC  machines. 

The  strongest  challenge,  howeve: 
may  come  from  Hitachi  Ltd.  In  Jub 
Hitachi  announced  that  it  will  bull 
workstations  based  on  Hewlett-Pacl 
ard  Co.'s  RISC  processor  and  will  he) 
HP  design  new  versions  of  the  chi] 
which  are  expected  to  be  perhaps  fiv 
times  as  fast  as  chips  in  currer 
workstations.  That  could  be  difficu 
for  Sun  to  beat,  says  Steven  Myer 
an  analyst  with  stockbrokers  Jardir 
Fleming  in  Tokyo. 

Indeed,  Japanese  computer  makei 
suddenly  seem  less  willing  to  let  till 
Americans  keep  their  big  lead 
workstations.  Japan  is  a  hot  mark( 
for  leading-edge  models — ones  th; 
cost  more  than  $30,000  and  can  crea^ 
lifelike  images  of  product  design! 
Silicon   Graphics   Inc.,   the  leadir] 
U.  S.  supplier,  is  expected  to  show 
377'>  sales  gain  in  Japan,  to  about  $^1 
million  in  the  fiscal  year  ending  ne:| 
June.  By  then,  Sony  and  NEC  expe 
to  sell  competing  machines.  Fujitis' 
and  other  Japanese  suppliers  plan  s  gI 
called  "personal  supercomputers-: 
which  do  complex  simulations  such  iiu! 
molecular  modeling.  These  workst'> 
tions  were  pioneered  in  the  U.  S.  1^ 
startups  Stellar  and  Ardent,  whi 
now  plan  to  merge.  Before  long, 
seems,  Japan's  once  wide-open  wor 
station  market  may  be  one  of  t! 
world's  most  competitive. 

By  Neil  Gross  in  Tok 
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Alberlmi  hm'  ikiigni 

on  the  future  with  hifh  ijualily 

actntc  mar 


Alberta.  We  speak 
your  language. 


The  wild  west  isn't  what  it  used  to 
be.  Today,  we  call  it  the  new  west.  And 
even  out  on  the  range,  we  stay  in  touch 
with  cellular  phones  and  systems 
designed  and  manufactured  right  here 
in  Alberta. 

Albertans  speak  the  language  of 
advanced  technology.  We  lead  the  way 
in  telecommunications  —  from 
sophisticated  remote 
monitoring  systems  to 
cellular  technology.  Our 
scientists  are  on  the  leading     ^  ^ 
edge  of  medical  research, 
biotechnology,  pharma- 
ceutical product 
development,  computer 
science  and  micro- 
electronics. 

As  work  oriented  as 
we  are,  Albertans  like 
to  take  time  to  • 
enjoy  some  of 
of  the  greatest  outdoors  on 
earth.  The  Rockies  for  example. 
Perhaps  that's  why  Albertans  excel  in 
designing  and  manufacturing  active 
wear  and  ski  wear. 
We  speak  the  contem- 
porary language  of 
today's  fashion 
'  nnscious 
consumer 
—  style,  " 
price  and 
quality.  And 
the  message  is  clearly  coming 
across,  as  sales  increase  by  leaps 
and  bounds. 


Our  greatest 
strength?  In 
Alberta,  we  free 
up  free  enterprise 
to  do  what  it  does 
best  —  grow.  Our 
corporate  tax  rates 
are  among  the  lowest  in  Canada  while 
our  per  capita  productivity  is  the 


uu:7i^i  111  1^  ai  I 


u  s  sa^^•//l^(^  iirt'i/i;i;( 
the  earth  are  moiutored 
by  eontrol  .syslfms 
desif^ed  m  Alberta. 


highest.  Low  cost  energy  No  provincial 
sales  tax.  And  a  government  that 
encourages  and  welcomes  new 
investment. 

Want  to  talk  business?  Talk  to 
someone  who  speaks  your  language: 
Alberta  Economic  Dmhpmmt  and  Trade 
nth  Floor,  Sterling  Place,  9940  -  3 06  Street 
Fdmonton,  Alberta,  Canada  T5K  2P6 
Telephone:  (403)  427-4809 
Telex:  037-42815 
Fax:  (403)  427-Ob  W 
Just  circle  and  return 
the  Reader  Information 
Card  in  this  publication. 


Alberta,  strong  and  free. 

Canada  W 
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Most  Companies  Have  An  Alternative  To  Offering  A 
Complete  Selection  Of  Phone  Systems. 

Some  people  will  do  almost  anvthing  to  drive  home  a  sale.They  have  to.  Because 
what  they  have  to  sell  isn't  always  what  you  need  to  buy 
At  GTEL,  we  have  another  solution.  Selection. 

We  sell  NEC,  Northern  Telecom,  Fujitsu/GTE  and  other  top  manufacturers.  With 
applications  ranging  from  call  management  to  computer  integration. 

In  addition,  we  offer  a  variety  of  purchase,  lease  and  rental  options.  And  a  choice  of 
five  diflerent  maintenance  plans  to  help  keep  evervlhing  running  smoothly 

Talk  to  us  and  tell  us  what  your  needs  are.  We'll  evaluate  your  situation,  and  seven 
days  later  we'll  deliver  our  customized  written  proposal. 

So  in  a  way,  although  we  offer  a  lot  of  different  phone  systems,  we  really  only  sell  one. 

The  one  that  fits  perfectly  1-800-637-5323 
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THE  POWTR  IS  ON 


HOTEL  LOTTE 


Sogong-dong  ^    HOTEL  LOTTE  WORLD 

iMain  Bidg..  &  New  Wing) 


Hotel  Lotte  Reaches  New  Heights  m  Luxury 


Hotel  Lotte's  major  expansion  at  two 
locations  makes  the  total  of  2,017  rooms  and 
suites  for  a  bigger  and  more  luxurious  choice. 

With  the  New  Wing  and  Hotel  Lotte  World  in  Chamshil, 
Hotel  Lotte  now  ranks  among  the  world  s  10  largest 
hotels. 

Together,  Hotel  Lotte  offers  you  a  choice  of  170 
luxurious  suites,  500  deluxe  rooms  and  1,400  superior 
rooms  —  for  the  very  ultimate  in  luxury  and  comfort. 

Hotel  Lotte:  Everything  and  more  you  would  expect  of 
one  of  the  greatest  hotels  in  the  world. 

Member  in  Seoul,  Korea  TWraWfoflbTELS' 

m  m 


norauarTE 

SKXJl  KOMA 


HOTEL  UCnTE  WORLD 

(_H*MSHIl  Seoul  KOREA 


2,017  Superb  Rooms 

Main.Bldg  1.019  Rooms 
New  Wing  465  Rooms 
Chamshil       533  Rooms 

22  Meeting  &  Convention  Rooms 

Mam  Bidg  16  |4.000  Persons) 
Chamshil      6  (2.450  Persons) 

36  Restaurants  &  Bars 

Mam  Bidg  20 
New  Wing  5 
Chamshil     1  ! 

I  Parking  for  6,860  Cars 

Mam  Bidg  & 

New  Wmg   1 .860  Cars 

Chamshil    5.000  Cars 

I  Major  Facilities 

Sauna.  Pool.  Duty  Free  Shop. 
Executive  Floor.  VIP  Lounge. 
ViP  Elevator  (New  Wmg) 


Overseas  Offices:  New  York:  (201)  944-1117  Toll  Free  800-22  LOTTE,  L.A.:  (213)  540-7010Toll  Free  800-24  LOTTE,  Tokyo  (03)  281  6636  Osaka  (06)  263 1071/  2 

Hotel  Lotte:'  Sogong-dong,  Chung-ku,  Seoul.  Korea.  CPO  Box  3500  Seoul.  Tel  (02)  771-10.  Telex  LOTTEHO  K23533/4/5,  Fax  (02)  752-3758,  Cable  HOTELOTTE 

Hotel  Lotte  World:  40-1,  Chamshil-dong,  Songoa-ku,  Seoul,  Korea  Kangdong  PO  Box  220  Seoul  Tel  (02)  419-7000,  Telex  LC'TEHW  K33728  K33756,  Fax  (02)  4173655'{ 
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lis  no  secret  why  so  many  businesses  are        much  more  quickly  and  incisively 
comfortable  banking  with  Mitsui  Manufacturers.     What's  more,  our  parent  company  the  Mitsui 
We're  a  business  bank.  And  we've  always         Bank,  Ltd.,  is  one  of  the  largest  banks  in  the 
given  business  our  full  support.  world.  Which  gives  us  the  resources  to  serve 

Tb  begin  with,  our  people  bring  a  wealth  of     substantial  companies  in  need  of  a  dynamic 
experience  and  expertise  to  the  most  /^-i^l^  t  /^-n/^  banking  relationship.  So  come  to 
sophisticated  business  challenges.    \  ll  II V  \  )l  It;        Manufacturers  and  pull  up 
And  because  we  know      •        i         J  ^^^^      ^      1  a  chair  We're  here 
the  language,  we  un-  t  linO  hQC  QlinnnrTPn  to  support  you  in 
derstand  your  needs  LI  JJllw  IILIO  OLlLfLf  Vyl  Uvyvl  any  way  we  can. 

business  as  well  as 
we  have. 


@  Mitsui  Manufacturers  Bank 

Bankers  lo  Business. 


MEMBER  FDIC 

Offices  in  downtown  l/)s  Anfjcles,  IJllIc  Tl)kyo,  Beverly  Hills.  Beverly  Cenler,  Hollywond,  Knrino,  Warner  Center  Newport.  Beach,  San  Diego. San  Francisco.  San  Jose. 
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In  the  race  tor  profit,  Iowa  quality 
gives  business  the  winning  margin. 

Iowa  winners,  including  Amana, 
Maytag  and  Winnebago,  credit  much 
of  their  success  to  Iowa's  quality 
work  force  —  the  third  most  produc- 
tive in  the  nation,  according  to  the 
U.S.  Department  of  Commerce. 

Productivity  begins  in  the  class- 
room .  And,  in  Iowa,  public  education 
is  synonymous  with  Iowa  quality. 
Iowa  sets  the  pace  with  93%  of  the 
state's  schools  running  ahead  of  the 
national  average  in  scholastic 
achievement. 

Iowa  quality  continues  after  the 
race  is  won,  with  an  easy  living  life- 
style, renowned  for  uncongested 
cities  and  a  crime  rate  that  runs  62% 
behind  the  national  average. 

For  free,  confidential  site  selection 
information,  call  Bob  Henningsen  at 
the  Iowa  Department  of  Economic 
Development:  1-800-543-4834. 
In  Iowa,  call  1-515-281-3000.  Or, 
write  to  200  East  Grand  Avenue, 
Des  Moines,  Iowa  50309. 


THE  TIME  IS  RIGHT 


MegaChi] 

Powerful  Texas  Instruments  processoi 
profitable  course  from  industry  dream 


ore  <;lidc  than  ride:  In-talled  on  the  reJ  Excel,  the  innii\  ,iti\  c  Li'tiis  Active  suspension  system  contr< 
t)Jc  sf.ihle,  level,  and  smtKith  oxer  a  test  track  at  Millhrook  Prov  ing  Ground 


Designing  with  TI  digital  signal 
processors,  Lotus  Engineering  is  creating 
leadership  systems  to  make  cars  ride  silk^ 
smooth,  luxuriously  quiet.  Learn  how  ou 
MegaChip  Technologies  can  help  you 
create  pacesetting  products. 
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jechnologies: 

1  help  you  steer  a  smooth  and 
lustry  standard* 


cessiir  from  Texas  Instnimcnts  keeps  tl 


eadership  earns  its  own  rewards, 
'and  setting  industry  standards  is  a 
;  of  leadership.  Lotus  Engineering, 
lier  consultant  to  motor-vehicle 
ts  worldwide,  is  bringing  two  of  the 
Tiotive  industry's  long-time  dreams 
indard-setting  reality  by  applying  the 
mutational  power  of  digital  signal 
^sors  (DSPs)  from  Texas  Instruments. 
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Only  TI  DSPs  activate 
Active  systems 

liich  Lotus  Active™  system  now  under 
evaluation  and  refinement  depends  on 
realtime  feedback  of  data.  Lotus  acknowl- 
edges that,  without  our  single-chip  DSPs, 
both  systems  would  remain  only  dreams. 

The  Active'"  suspension  project  began 
in  1982  as  a  "partnership  of  intellects"  be- 
tween Britain's  Cranfield  Institute  of  Tech 
nology,  Lotus,  and  TI.  In  fact,  it  was  our 
first  DSP  that  got  things  rolling.  No  other 
chip  could  instantaneously  cal- 
culate the  data  required  by  a  sys- 
tem that  senses  and  adjusts  to 
road  conditions  even  before  the 
driver  does.  As  we  improved 
price/performance  ratios,  our 
second-generation  DSP  was 
used.  In  grueling  Formula  One 
racing,  it  proved  the  DSP 
family's  reliability. 

Now  a  DSP  optimized  by  TI 
for  automotive  control  is  at  the 
heart  of  the  Active  suspension 
system.  As  sensors  flash  signals 
affecting  1 20  separate  control 
parameters,  the  chip  initiates  commands 
within  one-thous;indth  of  a  second  to  lift 
wheels  twer  potholes,  take  pitch  out  of 
braking,  sway  out  of  cornering. 

More  recently,  the  Institute  of  Sound 
and  Vibration  Research  of  Southampton 
University  and  Ditus  have  collaborated 
on  another  D)tus  Active  concept, 
Antinoise'".  It  too  relies  on  TPs  DSP. 
Precise  calculations  produce  a  silencing 
counterfrequency  that  reduces  interior  car 
noise  by  more  than  20  decibels.  TTie  effect 
is  much  like  walking  from  a  city  street  into 
a  library  reading  room. 

Traveling  on  together 

Look  for  both  of  these  Lotus  Active 
systems  to  appear  on  the  family  car  of 


™  MegaChip  is  a  trademark  of  Texas  Instrumenfi  Incorporated. 
Lotus  Active.  Active,  and  Antinoise  are  trademarks  of  Group 
Lotus  pic. 

©  1989  TI  08-9198 


the  '90s.  Meanwhile,  TPs  DSP  road  map 
anticipates  more  complex  additions  to  the 
family  that  will  continue  to  slirink  the  size 
of  the  Active  systems. 

The  TMS320  premier  family 
of  enablers 

D)tus  is  one  of  the  more  than  10,000  cus- 
tomers worldwide  who  have  created  new 
products  tlvough  the  enabling  power  of 
our  TMS320  DSPs.  The  family  now  offers 
an  unmatched  price -perfonnance  breadth 

AUTOMAKERS'  CHIP  USE  INCREASES  BY  SYSTEM 


I  I  BODV/CHASSIS  (Active  Suspension,  on-boaid  neiworking) 
IB    INSTRUMENT  PANEL 

IN-CAR  ENTERTAINMENT  AND  CLIMATE  CONTROL 
m    POWERTRAIN  (Engine,  Transmission) 


Around  the  world,  sophisticated  electronics  will  he  cimtnhutinf;  much 
more  v.ilue  to  the  tamily  sedan  hy  the  turn  of  the  centiiry,  suhstantially 
improving  s<itery.  perlormance,  handling,  seciinry,  and  rcliahilit\'. 


of  20  devices,  ranging  from  $4  in  price  to 
the  highest  perfonnance  DSPs  ever 

The  power  of  our  DSPs  is  helping  to 
create  new  equipment  feanires  th;)t  were 
not  previously  feasible  —  from  a  weather 
satellite  that  tests  the  effects  of  radiation  to 
a  digital  hearing  aid  castomized  to  in- 
dividual needs. 

Explore  your  idea  with  us 

Whether  yours  is  an  industry  dream  or  a 
new  idea,  our  MegaChip'"  Technologies 
can  help  you  achieve  reality.  Challenge  us; 
you  may  set  new  standards. 


Texas 
Instruments 
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VVnciu  lUU  iminnui  iuuii  ufimMi." 

AS  AN  EKTENSION  OF  YOUR  BUSINESS, 
YOU'RE  RIGHT  ON  THE  YELLOW  LINE. 

Our  iioal  at  Yellow  Freight  is  to  handle  your  shipments  the  way  you  want  us  to. 
Pick  thcnV  up  on  time.  Deliver  them  on  time.  Claims-free.  Our  sleeves  are  rolled  up 
and  ^4'fc  va  orking  hard.  Because  we  want  you  to  know  that  every  time  you  put  a 
shipment  on  the  road,  you'll  be  right  on  the  Yellow  Lme. 

YOU'RE  RIGHT  ON 
THE  YELLOW  LINE 

Yellow  Freight  System,  Inc. 
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)  BY  JOHN  J.  KELLER 

IK  NOW,  PAY  LATER 
¥ITH  PLASTIC 


A Baby  Bell  in  the  park- 
ing business?  Nynex 
Corp.,  the  New  York-based 
regional  phone  company, 
could  soon  make  parking 
easier  at  the  Big  Apple's 
three  major  airports,  Ken- 
nedy, LaGuardia,  and 
Newark,  where  it  is  in- 
stalling credit-card  pay- 
ment systems.  By  1991, 
parkers  will  be  able  to  pay 
their  tabs  with  a  credit 
card  or  cash  at  a  machine 
next  to  the  baggage  carou- 
[nstead  of  fumbling  for  money  at  the  parking-lot  gate, 
11  just  show  a  receipt  and  whisk  through. 
Tiex  is  installing  the  electronic  funds-transfer  system  un- 
i  $33.5  million  contract  from  the  Port  Authority  of  New 
&  New  Jersey.  Nynex  was  also  given  a  seven-year 
•act  to  maintain  the  systems,  which  will  be  powered  by 
stop  CLX  computers  made  by  Tandem  Computers  Inc. 
e  will  be  linked  via  fiber-optic  cable  to  payment  machines 
parking-gate  equipment  from  Trindel  America  Corp.  of 
ross,  Ga. 


T  IT  ON  YOUR  PC? 

W  PRINT  IT  FOR  YOUR  FILOFAX 


jrsonal  computers  are  super  for  organizing  everything 
from  addresses  to  appointments.  But  slipping  that  info, 
)uter,  keyboard,  and  all,  into  your  pocket  can  be  cumber- 
!.  To  remedy  this,  Portfolio  Systems  Inc.  has  come  out 
a  software  package  called  Dynodex  that  will  transfer 
)nal  computer  files  onto  Filofax-size  pages  or  memo  paper 
ingertip  reference.  Keeping  addresses  up  to  date  is  just  a 
er  of  printing  out  a  new  page  or  two. 
Tiodex  is  Brooklyn  (N.  Y.)-based  Portfolio's  first  product, 
address-book  software  takes  spreadsheet  or  text-file  data 
assembles  them  before  printing  on  Filofax  or  ring-binder 
r.  Portfolio  also  offers  insert  pages  in  several  sizes  and 
s — white,  cream,  gray,  or  yellow — to  match  your  current 
J  system.  Dynodex,  which  costs  $149.95,  will  be  available 
ctober.  While  the  software  currently  works  only  with 
e  Computer  Inc.'s  Macintosh,  Portfolio  has  begun  design- 
i  version  for  IBM-compatible  PCs. 


e  incredible  shrinking 
;k  drive  just  got  faster 


Tget  last  month's  smaller-faster-better  computer  compo- 
lent.  Imprimis  Technology  Inc.  says  it  has  designed  the 
d's  most  powerful  51/4 -inch  Winchester  disk  drive.  Called 
i,  the  unit  is  the  first  in  a  new  generation  of  drives  that 
•imis  expects  to  be  powerful  enough  to  replace  the  8-inch 
is  now  used  for  storing  data  in  minicomputers  and  work- 
ons. 

jveloping  Elite  wasn't  easy.  Heat  buildup  limits  how  fast  a 
drive's  platters  can  be  rotated.  But  Imprimis  engineers 


discovered  a  way  to  redirect  air  currents  through  the  system 
to  keep  it  from  crashing — even  though  Elite  spins  at  5,400 
rpm,  33%  faster  than  other  S'A-inch  drives.  Elite  also  stores  a 
record  1.5  billion  characters  of  digital  information  and  can 
transfer  those  data  at  3  million  characters  per  second,  or  about 
even  with  the  quickest  8-inch  systems.  Market  researcher 
Disk/Trend  Inc.  says  the  industry  will  see  a  flood  of  such 
high-performance  51/4 -inch  Winchesters — some  300,000  units 
by  1991.  Imprimis,  which  Control  Data  Corp.  recently  agreed 
to  sell  to  Seagate  Technology,  prices  the  new  drives  at  $4,000 
to  $5,000. 


ENGLISH  SUBTITLES 

FOR  JAPANESE  DATA  BASES 


Japan  has  several  hundred  public  data  bases  that  contain  a 
wealth  of  technical  and  financial  information  on  Japanese 
companies.  Unfortunately  for  most  Americans,  those  data 
bases  are  written  in  Japanese.  Thanks  to  Fujitsu  America  Inc., 
however,  it  soon  may  be  possible  for  U.  S.  academics,  journal- 
ists, and  researchers  to  read  some  of  those  data — without 
having  to  learn  the  language. 

Still  a  prototype,  Fujitsu's  Scanfile  service  is  said  to  be  the 
world's  first  on-line  data-base  translator.  A  person  using  a  PC 
or  computer  terminal  types  in  a  few  words  on  a  topic  of 
interest  and  sends  the  information  via  phone  line  to  a  main- 
frame in  Tokyo.  Fujitsu's  computer  translates  the  request  into 
Japanese,  finds  the  information  in  the  data  bases,  and  does  a 
rough  translation,  minus  grammatical  niceties,  before  shooting 
it  back.  All  of  this  is  done  within  80  seconds  for  up  to  800 
words,  according  to  Catherine  K.  Kawakami,  marketing  man- 
ager for  Fujitsu  America's  Information  Systems  Group.  Fu- 
jitsu is  still  hammering  out  its  marketing  plan  for  Scanfile,  but 
it  says  it  will  begin  offering  the  service  next  year  for  a  still- 
undetermined  fee. 


PLUGGING  A  PC 
INTO  OUTER  SPACE 


When  Voyager  2 
cruised  by  Nep- 
tune, the  spacecraft  de- 
lighted earthlings  with 
dazzling  pictures  of  that 
mysterious  blue  planet 
and  its  icy  moon.  It  was 
N.'^Sa's  latest  triumph  in 
image  processing — cap- 
turing, enhancing,  and 
displaying  pictures  by 
computer.  Hookups  from 
the  Jet  Propulsion  Lab- 
oratory in  Pasadena, 
Calif.,  sent  digitized  Nep- 
tune images  to  specially  equipped  personal  computers  at  sev- 
eral museums. 

In  Los  Angeles,  Software  Creations  Inc.  helped  the  Califor- 
nia Museum  of  Science  &  Industry  capture  the  images  of 
Neptune  on  PCs  for  the  public  to  examine  in  detail.  The  compa- 
ny, which  is  hired  by  museums  to  electronically  catalog  their 
collections — including  images  of  artwork — now  hopes  to  inter- 
est other  museums  in  its  pictures  of  Neptune.  In  the  mean- 
time, it  is  looking  forward  to  collecting  images  from  the  Space 
Telescope,  which  is  scheduled  to  be  scanning  the  heavens  by 
August,  1990. 


IATION  PROCESSING 
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Whether  respotiding  to  a  call  in  Tokyo  or  Toronto,  emergency  vehicles 
rely  on  Gates  products  like  XI^' belts,  hose,  air  brake  diaphragms  and  \ 
"The  Boss,"  a  lifesaving  pry  bar  equipped  with  Gates  hydraulic  hose.  Contact 
The  Gates  Rubber  Company  in  Denver,  Colorado  or  Brantfwd,  Ontario. 


'When  you  get  to  a  working  fire, 
one  of  the  first  things  you  do  is 
ventilate  it,  or  the  backdraft  will 
blow  yoy  back  into  the  truck. 
Inside,  smoke's  everywhere.  You 
canH  see  a  thing. 

"If  the  fire  gets  hot  enough,  it'll 
flashover,  ignite  everything  at 
once.  Might  hit  1700  degrees.  It's 
intense.  If  your  air  pack  screws 
up,  forget  it.  If  something  else 
gives  out,  like  the  water  pressure, 
you'll  watch  the  place  burn  from 
the  truck.  Nobody  wants  that. 

"They  say  we're  in  love  with  our 
gear.  I'd  say  we're  obsessed'.' 


For  over  75  years,  people  who've 
depended  on  their  equipment 
have  depended  on  us,  in  trans- 
portation, construction,  manu- 
ifacturing,  in  virtually  every 
industry  where  men^^^^^^^ 
and  machines  are  ^^^^j^^ 
working  together. 

GATES 

The  world's  most  trusted  name 
in  belts  and  hose. 


Better  never  than  late. 


In  electronics,  dominant  market 
positions  are  now  established  with 
breakneck  speed.  Arrive  even  slightly 
late,  and  you're  left  with  nothing  but 
unprofitable  scraps. 

Given  the  current  state  of  the  electronics 
market,  it  might  be  wise  to  puU  the  plug  on  your 
latest  produd  before  it  ever  sees  the  light  of  day. 

Why?  Because  even  a  minor  lag  in  product 
development  can  trigger  a  major  collapse  in 
profitibility.  Arrive  late  to  market  and  your 
revenue  curve  peaks  and  declines  rapidly,  long 
before  it  recovers  your  initial  investment. 

And  the  shorter  product  life  cycles  become, 
the  worse  the  penalty  for  late  arrival.  All  at  a 
time  when  the  life  expectancy  of  most  electronics 
continues  to  plummet. 

This  is  where  Electronic  Design  Automation 
(EDA)  comes  in.  The  only  way  to  compress 


product  delivery  schedules,  yet  retain  competitive 
product  quality,  is  to  harness  advanced  computer 
technology  and  automate  as  many  product 
development  fimctions  as  possible. 

This  is  precisely  what  Mentor  Graphics,  the 
industry  leader  in  EDA,  has  done 

A  Mentor  Graphics  EDA  system  dramatically 
aits  time  to  market.  Which  means  revenues 
rapidly  overtake  development  costs  md  push  on 
into  profitiibility.  Also,  your  products  enjoy  a 
longer  market  life,  with  extended  earning  potential. 

Does  it  really  work?  Absolutely  Thanks  to 
Mentor  Graphics,  more  companies  are  saving 
more  time  to  market  on  more  products  than  ever 
before  possible. 

For  an  informa- 
tion package  on  Mentor 
Graphics  and  its  EDA         '   >^ '   ik  M^^§^' 
products,  phone:  f'^s!SflSE3§2 

i_8oo-547  7390.  .^varophia 
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It  turns  out  something  like 
this.  And  something  that  was 
supposed  to  be  %"  long  ends  up 
to  be  P/4"  long.  Or  a  careless  cof- 
fee stain  obliterates  weeks  of 
careful  budgeting. 

It's  not  an  uncommon  prob- 
lem in  manufacturing  firms,  or 
businesses  of  any  type.  Papers 
and  drawings  are  mishandled, 
misplaced,  and  misfiled,  all  to 
your  misfortune. 

The  solution  is  a  com- 
puterized filing  and  distribution 
system  for  drawings  and  docu- 
ments from  3M  Information 

®  1989, 3M 


Systems  Group. 

3M  provides  systems  that 
use  computer  technology— very 
likely  the  computers  you  already 
have  in  place— to  speed  and  se- 
cure the  storage,  retrieval,  and 
distribution  of  drawings  and  doc- 
uments with  evidentiary  value. 

For  many  firms,  the  storage 
media  may  be  aperture  cards  or 
microfilm.  With  certain  appli- 
cations, a  digital  document 
management  system  integrated 
with  a  mainframe  database  may 
be  most  appropriate. 

Either  way,  the  system  you 


choose  will  work  with  the 
technology  3M  is  developing  for 
the  future.  We've  already  as- 
sembled packages  to  help  those 
in  the  areas  of  Accounts  Payable, 
Engineering,  Manufacturing, 
Financial  Records,  Hospital 
Records  and  more. 

For  more  information  on 
how  to  protect  your  company 
and  your  important  files,  call 
3M  Information  Systems  at 
1-800-328-1684. 

Before  a  tear  in  some  draw- 
ing sends  a  terror  through  your 
business. 


r 


The  closer  you  get  to  ISDN,  the  better  we  look. 


That's  because  when  it  comes  to  ISDN,  Fujitsu  Business  Communication  Systems 
has  put  it  all  on  the  line.  With  products  like  our  Fujitsu  F9600.'"  It's  a  family  of 
fully  compatible  voice/data  systems  that  expands  from  100  to  10,000  lines  and  was 
designed  with  ISDN  in  mind.  It'll  meet  your  telecommunication  needs  now,  and 
when  you're  ready  to  take  advantage  of  ISDN,  you'll  have  a  fully  compatible  system. 
We'll  even  show  you  today  how  to  apply  ISDN  technology  in  your  business.  So 
when  ISDN  is  ready  to  roll,  you'll  have  all  its  benefits  with  a  system  customized  to  your  needs. 
Naturally  the  F9600  is  backed  by  nationwide  service,  support,  and 
training,  even  if  it's  part  of  a  multi-vendor  network.  About  what 
you'd  expect  from  a  company  that's  a  part  of  Fujitsu  Ltd.  A  $16  billion  global 
computer  and  telecommunications  leader  who  has  not  only  been  around  for  over 
50  years,  but  is  also  a  pioneer  in  ISDN  technolog}'.  So  call  or  write  us  at  3190 
Miraloma  Avenue,  Anaheim,  CA  92806. 1-800-654-0715.  And  let's  take  a  closer 
look  at  the  future. 


Fujfrsu 


FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 


C  1989.  Fujitsu  Business  Communication  Systems.  F9600  is  a  trademark  of  Fujitsu  Business  Communication  Systems. 


THIS  IS 
THE  LIFE 


For  the  last  50  years 
Northwestern  Mutual  Lite  has  ranked 
first  in  dividend  performance 
for  its  policyowners  more  times 
than  any  other  company. 


Nprthvyestern 
MutualLife^ 

rhe  C^Liiet  Comf^iny® 


Source:  An  NML  study  of  20  year  interest  adjusled  cost  histories  for  comparable  ordinary  life  policies  as  published  by  Flitcraft  Compend  and  Best's  Flitcraft  Compend 
for  the  years  1940-1989.  Dividends  are  not  an  estimate  or  guarantee  of  future  results,  d  1989  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee.  WI 
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IIS  GREENHOUSE  EFFECT 
1ST  MIGHT  BE  GOOD  FOR  US 


ir-powered  aquatic  gardens  can  transform  raw  sewage  into  clean  drinking  water 


I  lad  in  L.  L,  Bean  blue  jeans  and  a 
white  T-shirt,  John  H.  Todd  smiles 
linto  the  sunlight  flooding  his  new 
ihouse.  Rows  of  clear  plastic  water- 
tanks,  each  brimming  with  a  deep 
1  mixture  of  plants,  algae,  and  bac- 

fill  the  air  with  the  sweet  smell  of 
flowers.  But  the 
s  in  Todd's  aquatic 
;n  are  not  for  sale. 

are  helping  produce 
3  gallons  of  clean 
r  a  day  from  Provi- 
i's  raw  sewage, 
's  a  space-age  ap- 
:h  to  the  purification 
ater,"  says  Todd, 
ing  out  the  contrast 

pungent  municipal 
ment  plant  a  few 
red  feet  upwind, 
ng  his  fingers  in  the 
;y  v/ater,  he  rattles 
I  rapid-fire  descrip- 
of  his  system, 
e,  flowing  from  one 

to  another,  is  bro- 
down  in  stages  by 
ria  and  algae  into 
ents  that  are  digest- 
'  aquatic  plants.  The 
i  are  home  to  200 

species,  some  two 
1  kinds  of  fish,  and 
ad  microorganisms, 
le  time  the  waste  water  reaches  the 

tanks,  it's  crystal  clear.  The  sun 
rs  the  system — hence  the  name:  so- 
quatic  waste-water  treatment. 
'ING  NATURE.  For  Todd,  the  July 
ing  of  the  Providence  greenhouse 
the  payoff  for  years  spent  studying 
vay  nature  cleanses  itself.  In  1969, 
id  several  other  scientists  working 
oods  Hole  Oceanographic  Institute 
assachusetts  founded  the  New  Al- 
ly  Institute,  a  nonprofit  center  to 
y  water  purification.  Recently, 
's  search  was  spurred  by  an  alarm- 
rise  of  cancer  rates  in  Falmouth, 
I.,  where  he  lives  with  his  wife  and 
ren.  "Treating  sewage  with  chlorine 
iluminum  salts  makes  the  water  un- 
)table  for  drinking  and  poisons  the 
1  when  you  put  the  solid  wastes  in  a 


landfill,"  he  says,  echoing  a  growing  en- 
vironmentalist opinion.  "That  was  a 
problem  I  couldn't  get  out  of  my  mind." 

Now,  Todd's  natural  approach  is  start- 
ing to  draw  wider  interest.  For  one 
thing,  there  are  no  more  government 
funds  for  expensive  conventional  treat- 


ceptive  to  such  technologies  as  solar 
aquatics  that  might  provide  a  cheaper, 
cleaner  alternative.  Todd's  first  test  fa- 
cility, a  small  greenhouse  built  in  1987  to 
treat  sewage  from  a  Sugarbush  (Vt.)  ski 
resort,  ran  for  two  years,  gathering 
enough  evidence  to  convince  state  au- 


TODD'S  GREENHOUSE  IN  PROVIDENCE:  "IT'S  A  SPACE-AGE  APPROACH  TO  THE  PURIFICATION  OF  WATER' 


ment  facilities.  By  next  year,  the  Envi- 
ronmental Protection  Agency  (EPA)  will 
have  made  its  last  outright  grant,  a  com- 
bination of  federal  and  state  funds  that 
once  covered  as  much  as  97%  of  a  facili- 
ty's cost.  That  means  communities  them- 
selves will  have  to  raise  the  money  for 
construction — as  much  as  $200,000  per 
household. 

In  addition,  amendments  to  the  Clean 
Water  Act  have  tightened  standards  for 
water  quality,  forcing  expensive  and 
sometimes  impractical  alterations  to  con- 
ventional treatment  plants.  In  Western 
states,  there's  even  a  shortage  of  water 
itself.  San  Diego,  for  instance,  imports 
90%  of  its  water — and  not  surprisingly  is 
a  pioneer  in  alternative  waste-water 
technologies  that  yield  potable  water. 

Many  communities  have  become  re- 


thorities  that  the  technology  worked. 

Citizens  of  Harwich,  Mass.,  where 
Todd  built  his  second  demo  site  last  sum- 
mer, were  so  impressed  that  they  ap- 
proved a  plan  for  a  one-acre  greenhouse 
that  will  eventually  treat  5,000  gallons 
of  raw  septic-tank  waste  per  day.  The 
greenhouse,  which  is  scheduled  to  begin 
operating  next  spring,  will  cost  $3  mil- 
lion to  build — about  one-fourth  the  cost 
of  a  new  conventional  facility  nearby — 
and  only  $250,000  a  year  to  operate. 
CAUTIOUS  KUDOS.  With  Harwich  signed 
on,  Todd  decided  it  was  time  to  take  his 
research  commercial.  Last  fall,  he  and  a 
Woods  Hole  colleague,  Susan  B.  Peter- 
son, founded  Ecological  Engineering  As- 
sociates. So  far,  three  investors  have  put 
in  about  $3  million  to  fund  the  construc- 
tion of  more  pilot  sites.  On  the  agenda:  a 
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All  hits,  no  errors. 

With  Omnifax,  everything  you  send  is  a  hit.  Typed  documents, 
charts,  diagrams,  even  photographs  are  reproduced  in  near  picture- 
perfect  detail.  You'll  get  years  of  error-free  operation,  plus  all  the 
latest  features  that  make  documents  as  easy  to 
fax  as  they  are  to  read.  For  details  and  a  free 
booklet.  The  Joy  of  Fax,  call  l-800-221-833q^ 

□MNIr^X! 

Omnifax  is  sfjld  and  serviced  in  the  I  '.S.,  Canada  &  Puerto  Rico  by  Telautograph  Conwraiiun. 
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facility  to  treat  boat  waste  for  Mariii, 
Mass.,  and  perhaps  a  small  greenhoua 
for  the  50-person  Illinois  headquarters  j 
cartoonist  Jim  Davis. 

So  far,  Todd's  efforts  have  drawn! 
mixed  response.  In  June,  the  new  te(| 
nology  won  him  a  medal  from  the  Ni 
England  regional  office  of  the  EPA.  "Ij 
precisely  the  kind  of  approach  we  ne, 
to  encourage,"  says  Michael  R.  Dela: 
chairman-designate  of  the  President 
Council  on  Environmental  Quality. 

Other  regulators  are  a  bit  more 
served.  Todd  has  already  fended  of: 
suit  in  Massachusetts,  where  he  buil 
pilot  plant  without  obtaining  a  permit, 
each  state,  he'll  have  to  start  in 
scratch  to  win  regulatory  approval  of 
technology. 

Nor  have  the  precise  costs  of  so 
aquatic  treatment  been  worked  out 
the  satisfaction  of  many  engineers. 
San  Diego,  which  has  been  experime 
ing  since  1981  with  a  solar  aquatic  s 
tem  that  uses  ponds  mstead  of  a  grei 
house,  the  latest  phase  is  expected 
cost  $15  million — for  a  project  to  tn 
only  0.5%  of  the  city's  water.  "There 
no  hard  numbers,"  says  Thomas  Ch; 
wick,  a  consulting  engineer  with  Nolte 
Associates  in  San  Diego.  He  estimat 
that  solar  aquatics  costs  about  10%  le 
than  conventional  systems. 
SNAGS  LURK.  But  Chadwick  sees  oth 
problems  with  using  complex  ecosj 
tems  to  treat  waste  water.  For  one,  t 
toxic  material  concentrates  in  the  plan! 
which  have  to  be  weeded  out  and  d 
posed  of  in  landfills.  Also  the  sol 
aquatic  system  can  get  backed  u 
'There  are  elements  in  the  waste,  lil 
plastics  and  metals,  that  take  a  loi 
time  to  be  broken  down,"  says  Cha 
wick.  Even  Todd  admits  that  the  s> 
tems  are  delicate.  Twice,  the  Sugarbui 
installation  was  inundated  with  wastes 
couldn't  handle,  distorting  the  system  ; 
much  that  Todd  lost  two  months  of  dat 

But  he  wasn't  deterred.  At  the  Pro 
dence  greenhouse,  a  team  of  14  scie 
tists  is  gathering  data  and  refining  tl 
mix  of  plants  in  the  tanks.  For  exampl 
they  have  added  bulrushes  to  absoi 
toxic  heavy  metals,  such  as  cadmiui 
For  the  Marion  marina  facility,  tlj 
group  is  experimenting  with  plants  th 
grow  in  salt  water  to  replace  the  wat] 
hyacinths  used  in  freshwater  systems. 

Alternative  treatment  facilities  hi 
better  come  quickly.  There  are  mai 
communities  without  sewage  system 
where  waste  poured  into  septic  systen 
and  landfills  is  seeping  into  the  wat 
table.  "I  want  a  world  that's  safe  for  n 
and  my  children,"  Todd  says.  If  he  a 
do  that  and  make  a  little  money  on  tl 
side,  so  much  the  better. 

By  Laura  Jereski  in  Providenl 
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when  you've  got  to  have  a  copy,  you'd 
better  have  a  copier  from  Kodak.  They've  been 
top-rated  for  reliability— and  service- 
seven  years  running! 

Kodak  copier  technology  ha.s  led  the  way  to  greater 
copier  reliability  It  began  with  bending  light 
instead  of  paper,  to  keep  the  paper  path  straight. 
And  replacing  problematic  drums  with 
ingenious  film  belts.  The  list  goes  on.  Which  is 
why  Kodak  copiers  have  won  awards  tor 
reliability  from  an  independent  research  organi- 
zation, seven  years  in  a  row. 

Service  is  the  other  half  of  the  reliability  story 
and,  no  surprise,  Kodak  copiers  are  top-rated 
f%  for  service  again  and  again.  For  all  the 
Mm  details,  see  a  Kodak  copier  demonstration. 


Leading  technology: 

The  Kodak  copier  advantage. 


JNTON 


The  new  vision  of  Kodak 


^^^^^^ 


pleated  pan^'*^  You're  looKingb 


$18.  assB^  ^ 


evelopments  to  Watc 


ED  BY  NAOMI  FREUNDLICH 

DING  OUT 

A  TOWERING  INFERNO 


Ima^ne  being  trapped  by  fire  in  a 
high-rise  building,  above  the  reach  of 
rescue  ladders,  which  can  stretch  only 
to  the  seventh  floor.  Even  if  the  stairs 
were  blocked,  you  could  escape  the  tow- 
ering inferno  with  the  Exit  Traveler. 
Developed  by  Rescue  Associates  World- 
wide (RAW),  it's  a  safety  harness  at- 
^JJ  tached  to  a  long  steel  belt.  With  the  belt 

■^'^  secured  to  a  heavy  object,  the  Exit 

Traveler  will  quickly  and  automatically 
lower  a  person  to  the  ground  from  as 
high  as  the  12th  floor,  and  a  longer,  36- 
story  model  is  in  development. 

Smaller  than  a  phone  book  and 
weighing  under  eight  pounds,  the  es- 
cape device  costs  about  $400.  RAW,  a 
manufacturer  of  emergency  rescue  de- 
>  in  Ambler,  Pa.,  has  sold  4,500  Exit  Travelers  via  mail  and 
ialty  stores.  Several  companies,  including  KLM  Airlines, 
leken,  and  Shell  Oil,  have  bought  them  for  executives  who 
c  in  high-rise  offices.  Taking  the  Exit  Traveler  is  a  one- 
trip,  but  RAW  will  replace  units  at  no  cost,  providing  they 
;  used  in  an  emergency. 


THE  COST  OF  AIDS  TREATMENT 
OUT  TO  TAKE  A  DIVE? 


year's  supply  of  AZT,  the  only  approved  drug  for  AIDS, 
I  can  cost  patients  $7,500  or  more.  And  now  that  the  drug 
soon  be  approved  as  a  long-term  therapy  to  ward  off 
ptoms  of  the  disease  in  600,000  HIV-positive  people,  the 
)nal  price  tag  for  the  drug  could  be  in  the  billions.  But 
archers  at  Johns  Hopkins  University's  School  of  Medicine 
'  a  way  to  bring  the  costs  down.  They  have  discovered  that 
ig  a  drug  for  gout  along  with  azt  allows  patients  to  cut 
dose  in  half. 

turns  out  that  the  gout  drug  probenecid,  originally  devel- 
1  in  the  1940s  to  increase  the  staying  power  of  penicillin  in 
Dody,  performs  a  similar  action  with  azt.  In  fact,  according 
opkins  scientists,  probenecid  doubles  the  time  AZT  lasts  in 
[)ody.  And  probenecid  is  cheap:  The  wholesale  cost  is  $6  to 
for  100  capsules. 

a  small  initial  study,  probenecid  appears  to  have  no  effect 
he  activity  or  toxicity  of  azt.  The  researchers  are  looking 
aarticipants  for  a  large  study  to  determine  the  efficacy  of 
probenecid  combinations. 


IW  A  TOUCH  OF  SILVER 

N  SOUP  UP  A  SUPERCONDUCTOR 


|ne  problem  with  high- temperature  superconductors  is 
'that  those  brittle  ceramic  materials  are  too  inflexible  to 
nade  into  coiled  wire.  But  for  use  in  magnets  or  electric 
er  applications,  superconductors — materials  that  lose  all 
stance  to  the  passage  of  electricity — must  be  in  continuous 
)s.  Now,  scientists  at  Argonne  National  Laboratory  think 
plain  old  silver  might  offer  a  solution  to  this  problem, 
sd  by  materials  engineer  Roger  Poeppel,  researchers  at 
Illinois  lab  mixed  ceramic  superconducting  material  with  a 


fine  silver  powder  and  a  wetting  agent.  The  resulting  paste 
was  then  squeezed  out  onto  a  continuous  ribbon  of  silver, 
coiled  tightly,  and  heated.  Cracks  may  still  form  in  the  coiled 
superconducting  material,  says  Poeppel,  but  there  is  no  loss  of 
current.  The  reason:  The  silver  carries  the  current  past  any 
breaks  in  the  coating.  It  also  conducts  heat  away  from  the 
compound.  The  V4 -inch-wide  ribbon  can  carry  a  current  at  least 
10  times  as  great  as  normal  household  wiring.  The  first  use 
for  the  superconductor:  in  the  coils,  or  windings,  of  electro- 
magnets for  an  experimental  electric  motor. 


A  SAFER  WAY 

TO  SCAN  THE  BIOODSTREAM 


To  search  for  abnormalities  in  a  patient's  circulatory  sys- 
tem, doctors  now  resort  to  X-ray  angiography.  But  a  "con- 
trast medium"  must  be  injected  into  the  bloodstream,  and  that 
is  not  only  painful  but  also  risky,  because  it  can  trigger  severe 
allergic  reactions. 

To  eliminate  the  injection,  scientists  at  General  Electric  Co. 
are  working  on  a  new,  noninvasive  technique,  dubbed  phase- 
contrast  magnetic  resonance  angiography.  A  powerful  mag- 
netic field  excites  the  nuclei  of  hydrogen  atoms,  which  concen- 
trate in  the  blood  and  body  organs.  Minute  signals  from  the 
resonating  atoms  are  picked  up  and  processed  by  a  special 
computer.  The  resulting  three-dimensional  images  clearly 
show  the  blood  flowing  through  arteries  and  veins — and  the 
faster  the  blood  moves,  the  brighter  that  vessel  appears. 

GE  scientist  Charles  L.  Dumoulin  says  that  in  trials  at  15 
hospitals  here  and  overseas,  including  Michigan  State  Univer- 
sity Clinical  Center  in  East  Lansing,  the  technique  has  been 
used  to  examine  blood  flow  "essentially  everywhere  except  the 
heart."  There,  the  technique  so  far  has  trouble  telling  flowing 
blood  from  pumping  heart  muscle. 


THESE  MATHEMATICIANS  ARE  HAVING 
A  PI  FIGHT 


This  is  no  "pi"  in  the 
sky  skirmish.  It's  an 
epic  saga.  It  involves 
that  supreme  symbol  of 
high  technology,  the  su- 
percomputer. And  it  is 
rapidly  escalating  to  the 
monumental  proportions 
of  America's  trade  defi- 
cit with  Japan. 

At  issue  is  calculating 
pi,  the  ratio  of  a  circle's 
circumference  to  its  di- 
ameter. For  most  people,  3.14  is  good  enough.  But  the  real 
answer  is  bigger.  In  fact,  the  decimals  just  keep  piling  on,  with 
no  end  in  sight.  Pi's  decimal  string  now  stretches  beyond  a 
billion  digits.  Gregory  and  David  Chudnovsky,  brothers  in 
blood  as  well  as  mathematics  at  Columbia  University,  have 
just  pulled  that  mind-numbing  number  out  of  a  true-blue  IBM 
3090.  It  tops  the  record  of  537  million  digits  set  in  July  with  a 
Hitachi  supercomputer  by  Yasumasa  Kanada,  a  professor  at 
the  University  of  Tokyo.  His  work  had  one-upped  the  Chud- 
novskys'  June  feat  of  480  million,  which,  in  turn,  had  bested 
Kanada's  1988  figure  of  281  million  digits. 

Nor  will  the  matter  rest  here.  "I  know  I  can  beat  them," 
says  Kanada,  "even  if  it's  just  by  one  decimal  point."  If  he 
does,  there's  no  doubt  how  the  New  York  pair  will  respond. 
That's  as  American  as  "Big-Apple  pi." 
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Getting  a  network  off  the  ground  is  easy 
with  AIX Because  AIX,  IBM's  enriched  version 
of  the  UNIX®  operating  system,  brings  a  whole 
new  standard  of  performance,  documentation 
and  security  to  the  open  systems  environment. 


-wT  -|  J  j_      f^ct,  AIX  has  improved 

lour  plans  to  connect  upon  other  UNIX  systems 
-|  in  so  many  ways,  the  Open 

up  all  your  systems    software  Foundation 

will  fly  a  lot  easier  with  AIX. 


recently  chose 
AIX  as  its  core 
operating  system. 
AIX  gives  you  a  very  high  degree  of 
flexibility.  AIX  lets  you  create  a  transparent  net- 
work between  platforms  from  a  broad  range  of 
vendors-from  SUN"  to  DEC*  to  AT&T"  and  HP.* 
It  also  lets  you  link  up  a  broad  range  of  IBM 
systems— from  the  PS/2'  to  the  RT,"  all  the  way 
up  to  the  System /370! 

All  for  one  J  and  one  for  all.  AIX  can  inte- 
grate a  network  so  effectively,  you'd  swear  it  was  a 
single  system. 

Distributed  Services  on  the  RT  lets 
everyone  in  the  network  share  files,  programs 
and  devices.  And  to  optimize  your  PS/2  and 
System/370  investment,  AIX's  Transparent 
Computing  Facility  lets  you  shift  power  from 
one  processor  to  another,  as  the  need  arises. 
And  since  AIX  allows  you  to  merge  DOS 
and  UNIX  functions,  you  protect  your  soft- 
ware investment,  too. 
AIX'*s  ease  of  use  also  sets  a  new 
standard.  AIX  is  well  documented,  easy  to 
learn  and  provides  connectivity  through 
multiple  communications  protocols. 

So  if  you  want  to  raise  the  quality  of  your 
networking,  connect  with  your  IBM  marketing 
representative  or  IBM  Business  Partner  today 
about  AIX.  The  one  system  that  connects  the 
flexibility  of  open  standards  with  all  the  classic 
strengths  of  IBM. 

For  more  information,  call  1  800  IBM-2468, 
ext  148.  AIX  from  IBM.  Making  your  business  come 
together. 


S/2  and  System/370  are  tegisterea  trademarks  and  RT  is  a  trademark  ol  International  Business  Machines  Corporation  AIX  is  iBMs  Advanced  Interactive  Executive  which  is  a  trademark  of  International  Business  Machines  Corporation 
ind  UNIX  are  registered  trademarks  ol  American  Telephone  and  Telegraph  Company  DEC  is  a  registered  trademan<  ol  Digital  Equipment  Corporation  SUN  is  a  registered  trademark  ol  Sun  Microsystem,  Inc  HP  is  a  registered  trademark  c' 
It  Packard  Company  c  1989  IBM  Corp 


ersonal  Business 


EDITED  BY  MARC  FRONS 


Computers 


THE  BEST  PC  MAKER? 
WIAYBE  IT'S  YOU 


uild  a  computer?  Are 
you  crazy?"  That's 
'the  usual  reaction 
when  I  suggest  that  people  in 
the  market  for  a  powerhouse 
IBM-type  personal  computer 
should  assemble  their  own. 

Really,  it's  quite  simple. 
There  are  less  than  a  dozen 
major  components  under  a 
PC's  hood.  With  just  a  screw- 
driver you  can  slap  them  to- 
gether in  two  hours.  (Well, 
make  that  four  hours,  given 
this  is  your  first  try.) 

I  recently  finished  my 
fourth  do-it-yourself  machine. 
It  has  Intel's  80386  micro- 
processor for  its  engine  and 
cost  close  to  $4,000.  In  a 
store,  a  similar  system  would 
run  at  least  307^  more  (table  i 
You  could  trim  the  tab  fur 
ther  with  a  judicious  use  ut 
cut-rate,  off-brand  parts.  Foi- 
some  components,  such  as  thi- 
chassis  and  floppy-disk  drives, 
that's  0.  K.  For  others,  it  defi 
nitely  is  not. 

That's  why  you  should 
spend  more  time  shopping  IVn 
parts  than  in  putting  them  tn 
gether.  Your  PC  will  then 
meet  your  precise  needs — tht 
<■■  '  !i  for  huildiii!/  it . 


feeds  microvoltages  to  the 
chips,  also  has  a  fan  to  cool 
the  chips.  It  runs  continuous- 
ly and,  on  cheap  units,  loudly. 
If  you  value  quiet,  get  the 
$149  Silencer  power  supply 
from  PC  Power  &  Cooling  (619 
723-9513).  It  fits  in  the  right 
rear  corner  of  the  chassis. 

For  the  hard-disk  drive,  get 
a  minimum  data  storage  ca- 
pacity of  40  megabytes  (Mb) 
and  a  maximum  access  time 
of  40  milliseconds  (ms).  The 


far.  You'll  pay  a  premium  for 
that  bliss,  but  to  me,  it's 
worth  it.  Rodime  drives  are 
hard  to  find,  but  some  decent 
bargains  can  be  had  at  JB 
Technologies  (818  709-6400). 

With  the  popular  Seagate 
drives,  be  sure  to  listen  to  the 
exact  model  you  want.  Some 
emit  periodic  noises,  sounding 
like  a  transmission  with  a 
loose  gear.  One  of  the  conipa 
ny's  quieter  models,  the  ST 
4596,  an  80-Mb,  28-ms  drive. 


Begin  with  \i.<  •  ha^sis,  the 
frame  on  which  everything  is 
mounted.  In  and  around  it, 
you'll  add  a  power-supply 
unit,  hard-disk  drive,  and  key- 
board— selected  specifically  to 
create  a  quiet,  smooth-run- 
ning machine — along  with  a 
motherboard,  monitor,  and 
floppy-disk  drive. 

The  power  supply,  which 


hard  drive  slides  into  the 
chassis'  center  bay.  Because 
it  is  easily  damaged,  install  it 
after  everything  else. 

Like  the  power  supply,  the 
hard-disk  drive  whirs  con- 
stantly; in  general,  3V2-inch 
hard  drives  are  quieter  and 
speedier  than  5V4-inch  units. 
In  either  size,  Rodime's  drives 
generate  the  least  noise  by 


can  111'  had  tnr  .>.j50  from  S,\I 
Systems  (800  331-0488). 

When  you  buy  the  drive, 
get  a  controller  card  that 
matches.  The  three  main 
types  are  dubbed  RLL,  mfm, 
and  SCSI.  RLL  is  the  first 
choice,  but  MFM  will  be  fine,  if 
a  bit  less  efficient.  While  SCSI 
controllers  are  quicker,  they 
can  conflict  with  other  hard- 
ware, such  as  Plus  Develop- 
ment's Hardcard  drive. 
PSEUDOCLICKS.  The  Plus 
Hardcard  and  the  Plato  Hard- 
pac  from  Aristotle  Industries 
(800  663-2237)  can  be  whisper- 
quiet  altef-natives  to  conven- 
tional hard-disk  drives, 
though  they  are  generally 
used  in  addition  to  a  conven- 
tional hard  drive  for  extra 
storage.  Both  are  pricey, 
starting  at  nearly  $700  for  40- 
Mb  capacities.  But  the  Hard- 
card  has  an  extraordinary 
mean  time  before  failure  of 
60,000  hours.  And  the  Plato 
Hardpac,  which  runs  $895  for 


7> 


40  Mb,  is  an  external  dr 
that  you  can  unplug  and  \z 
home  to  run  on  your  PC  the 
When  it  comes  to  k 
boards,  test  the  layout  a 
the  feel  as  if  sitting  in 
driver's  seat:  They  have 
seem  comfortable.  And  th 
too,  can  be  noisy.  "Tact 
click"  models  are  actually 
signed  to  imitate  typewri 
sounds — which  rules  them 
for  me.  I  also  want  the  fu 
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tion  keys  strung  across  the 
top,  not  stacked  on  the  left 
side,  and  the  Enter  key  must 
be  shaped  like  a  reverse  L. 

If  your  tastes  are  similar, 
consider  the  $149  Datadesk 
101  keyboard  (800  826-5398), 
which  comes  with  spelling- 
checker  software.  If  you  don't 
need  a  spelling  checker,  mail- 
order companies  such  as  Cor- 
porate Computers  of  Iowa 
(800  533-0948)  stock  generic 
no-click  versions  for  50%  less. 

After  you've  installed  the 
power  supply,  you're  ready 
for  the  motherboard,  on 
which  most  of  the  circuits  and 
chips  are  mounted.  This,  the 
real  guts  of  the  PC,  slides  into 
the  bottom  of  the  chassis.  My 
pick  of  386-based  boards  nar- 
rows primarily  to  two  quality 
suppliers:  ami  (404  263-8181) 
and  Mylex  (800  446-9539). 

Prices  and  performance  are 
similar,  ranging  from  roughly 
.$1,200  for  one  megabyte  of 
random-access  memory  and  a 
16-megahertz  clock  rate  to 
$4,500  for  four  megabytes  of 
\L.\M  and  a  screaming  33- 
megahertz   "heartbeat."  For 


A  SHOPPING  LIST 


Here  are  the  prices  of  the  basic  components  for  the  high-perfor- 
mance IBM-compatible  PC  built  by  the  author.  If  the  same  machine 
were  purchased  already  assembled  from  a  retail  dealer,  it  would  cost 
anywhere  from  $5,000  to  $8,000 

Component 

Cost 

AMI  ooo/ ZU  mU  1  ntKoUAKU  4  megaDytcS  01  KAIVI 

Kuuiivit  D4yu  MAKU-L/ijN  UKivt  /  i-megaDyte  capacity, 

28-millisecond  access  time 

fiOC 

FLOPPY-DISK  DRIVES  5  1/4-inch,  1.2  megabytes 
3  1/2-inch,  1.4  megabytes 

79 
99 

MFM  DISK-DRIVE  CONTROLLER 

129 

NEC  GS2  MONOCHROME  VGA  MONITOR 

249 

VGA  VIDEO  CONTROLLER 

349 

DATADESK  101  KEYBOARD 

149 

PC  POWER  &  COOLING  POWER  SUPPLY  Silencer  model,  200-watt 

149 

CHASSIS  Three  floppy-drive  bays 

59 

TOTAL 

$3,857 

DATA:  BW 

There  are  scant  differences 
among  floppy-disk  drives,  but 
if  you  have  a  choice,  take 
Teac.  Plan  on  $70  to  $90  for  a 
1.2-Mb,  5»/4-inch  model  or  $90 
to  $110  for  a  1.4-Mb,  3'/2-inch 
drive.  I  installed  both,  plus  a 
(;.(;-Ml.  floppy  drive  ($180) 


word  processing 
number-crunching, 
20  megahertz  are 


;uiu  Sdiiii' 
4  Mb  and 
adequate, 


and  such  a  combo  runs 
$1,700. 

When  it  comes  to  the  moni- 
tor and  its  video  control  card, 
which  fits  into  one  of  the 
slots  on  the  motherboard,  the 
choice  depends  mainly  on 
what  you'll  be  doing  with  the 
machine.  For  desktop  publish- 
ing, you  may  want  a  large,  19- 
inch  color  screen  with  ultra- 
high resolution,  sharper  than 
the  800-column  by  600-row 
grid  on  the  best  VGA  screen. 
That  will  cost  $2,000  or  more. 
1  settled  for  a  monochrome 
\  GA  screen,  at  $250. 


from  Kodak's  Verbatim  sub- 
sidiary (800  421-4377).  With 
that  extra  capacity,  backing 
up  the  hard  disk  is  a  breeze — 
and  Verbatim  includes  the 
backup  software. 

The  floppy  drives  slide  into 
little  cages  on  the  right  front 
of  the  chassis.  They  must  be 
hooked  up  to  the  disk-drive 


card  with  a  so-called  ribbon 
cable.  The  cables  for  the  hard 
and  floppy  drives  have  to  be 
purchased  separately.  Finally, 
insert  the  plugs  from  the 
power  supply  into  each  drive. 

Be  warned:  What  really 
chews  up  time  and  patience 
are  all  the  little  jumpers  and 
switches  that  must  be 
checked  or  set — and  the  toil- 
ing required  to  make  connec- 
tions in  very  cramped  quar- 
ters. For  help  beyond  the 
directions  included  with  vari- 
ous components,  try  Build 
Your  Own  80386  IBM  Com- 
patible, a  220-page,  $17  tutori- 
al from  Tab  Books  (717  794- 
2191).  Also  good  is  Step  by 
Step  PC  Computer  Assembly, 
a  $30  videotape  from  CIP  Com- 
munications (707  792-1023). 
TOUCH  BASE.  Don't  be  afraid 
of  mistakes.  There  are  few 
that  can't  be  undone,  and 
making  them  is  next  to  impos- 
sible. The  real  threat  is  static 
electricity,  which  can  blow 
delicate  microchips.  So  touch 
a  large  metal  object  before 
handling  any  components. 

One  final  caution:  When 
shopping  for  the  best  buys  in 
mail  order  ads,  read  the  fine 
print.  Some  suppliers  impose 
a  "restocking  fee"  of  up  to 
20%  for  any  item  returned. 
Among  the  more  helpful  com- 
panies with  reasonable  prices: 
JDR  (800  538-5000),  Jameco 
(415  592-8097),  and  CompuAdd 
(800  333-3770).  Otis  Port 
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FUNDS  THAT  PROFIT  FROM 
JUMP-STARTING  THE  STARTUPS 


Want  an  investment 
that  returns  your 
money  almost  fivefold?  Just 
get  a  time  machine,  go  back 
to  the  1970s,  and  buy  a 
chunk  of  a  venture-capital 
fund.  Overall,  these  funds 
haven't  done  very  well  of 
late.  But  there  are  still  some 
around  whose  performances 
are  as  reminiscent  of  that  de- 
cade as  an  old  disco  record. 

Venture  funds  are  high- 
risk  vehicles,  not  for  every 
income  bracket.  Minimum  in- 
vestments range  from 
$250,000  to  $1  million.  These 
funds  are  limited  partner- 
ships where  you  buy  in  and 
don't  see  any  money  for  5  to 
10  years.  The  capital  is  tied 
up  in  startups  that  take  that 
long  to  turn  a  profit.  Once 
they  do,  they  are  sold  or 
they  go  public — and  you  real- 
ize a  handsome  return. 


Top  venture  funds 
have  annual  return 
rates  of  20%  or  more 


At  least,  that's  how  the 
process  is  supposed  to  work. 
The  investments  made  in  the 
1970s  matured  in  the  roaring 
mid-1980s.  Unfortunately  for 
many  investors,  the  funds 
whose  companies  are  coming 
on  the  market  now  don't 
have  the  benefit  of  such  a 
can'l-miss  climate.  Initial 
public  offerings  of  stock 
have  been  in  the  doldrums 
since  the  1987  market  crash. 

As  ;i  limited  partner,  you 
don't  (!'■(  ide  where  to  invest 
the  fu]" 's  capital.  But  you 
can  chet  out  its  philosophy, 
as  you  w.  Id  witli  a  mutual 
stock  or  nd  fund.  These 
days,  that's  crucial,  since 
there  are  vasi  differences  in 
performance  among  funds  of 
different  investment  philoso- 
phies. For  a  list  of  funds, 


consult  Pratt's  Guide  to 
Venture  Capital  Sources  in 
your  library. 

Some  industries  become 
too  hotly  competitive  to  be 
suitable.  The  Montgomery 
Bridge  Funds  based  in  San 
Francisco  are  among  those 
that  staked  many  high-tech 
startups  and  suffered  badly 
as  one  after  another  of  their 
companies  disappeared. 
YARDSTICKS.  Make  sure  your 
fund  doesn't  hand  out  its 
bucks  all  at  once.  It  should 
dole  out  capital  to  companies 
in  phases,  based  on  their 
progress.  And  be  sure  to  ask 
about  the  research  capabili- 
ties of  the  fund.  Funds  such 
as  Ventures  in  Austin,  Tex., 
and  the  Denver-based  Cen- 
tennial Funds  invested  in  ca- 
ble-television and  phone-pag- 
ing companies — and  reaped 
the  rewards. 

The  best  yardstick  is  his- 
torical performance.  Typical- 
ly, one  organization  will  run 
several  partnerships.  So 
when  a  new  partnership  is 
formed,  you  can  assess  the 
track  record  of  its  older  sib- 
lings. Take  a  look  at  the 
fund's  internal  rate  of  re- 
turn, which  measures  the 
growth  rate  of  the  invest- 
ments. The  desirable  annual 
rate  is  20%.  Rates  lower  than 
that  aren't  considered  top- 
notch.  T.  Rowe  Price's 
Threshold  I  fund,  which  in- 
vested in  high-tech  compa- 
nies, shows  returns  in  the 
low  teens.  Donaldson,  Lufkin 
&  Jenrette's  venture  arm, 
Sprout  Group,  has  two  funds 
that  went  heavily  into  ser- 
vice industries  and  specialty 
retailing.  They  show  returns 
of  about  30%. 

Final  caveat:  Stay  away 
from  funds  that  take  much 
more  than  10  years  to  pay 
off.  That's  too  long  to  wait  in 
an  environment  where  to- 
day's brilliant  product  idea 
can  become  tomorrow's  lei- 
sure suit.  Larry  Light 
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Getting  Ahead 

MIND  YOUR  MANNERS 
—BY  HIRING  AN  EXPERT 


If  you've  ever  stared  with 
a  tad  of  apprehension  at 
the  array  of  silverware 
and  glasses  at  a  formal  din- 
ner, you're  not  alone.  Stum- 
bling over  introductions  can 
be  just  as  tricky — at  an  im- 
portant business  lunch,  who 
gets  introduced  first?  We're 
not  talking  about  the  idiosyn- 
crasies of  other  cultures — ^just 
basic  manners  that  are  often 
lost  on  a  fast-food  generation. 

Should  you  want  to  go  be- 
yond reading  Miss  Manners, 
you  might  find  your  company 
quietly  stages  seminars  or  en- 
gages a  consultant.  Banks, 
law  firms,  and  corporations 
have  provided  such  instruc- 
tion, though  confidentiality  is 
so  well-guarded  that  consul- 
tants are  reluctant  to  disclose 
their  clients'  names. 
CIVIL  SERVICE.  You  can  get  a 
listing  of  the  services,  though, 
from  Image  Industry  Publica- 
tions (718  273-3229).  Among 
the  best-known  are  Wayne 
and  Linda  Phillips  of  Execu- 
tive Etiquette  (508  823-6003)  in 
Taunton,  Mass.  They  offer 
three-  to  six-hour  seminars 
covering  dining  etiquette,  in- 
troductions, telephone  man- 
ners, and  other  points  of  cor- 
porate civility.  Executive 
Etiquette  charges  $1,350  for  a 
session  for  1  to  20  trainees 
held  at  your  office  (they  will 
work  out  of  state). 
Sessions  at  International 


Etiquette  School  of  Ameij 
(305  446-7776),  based  in  Co 
Gables,  Fla.,  range  from  %i 
to  $1,800,  and  courses  can  I 
tailored  to  clients'  needs.  1 
instance,  the  school  offers 
vice  on  dining  etiquette 
Latin  cultures. 

Whatever  the  fees,  su 
courses  are  bargains  if  th 
keep  you  from  losing  a  n 
lion-dollar  client — or  ev^ 
from  suffering  a  moment 
embarrassment  you  wow 
pay  anything  to  erase.  Wl 
if  you  didn't  know  that: 

At  most  tables,  that's  yd 
salad  on  the  left,  your  glass 
to  the  right.  Leave  a  jacl 
buttoned  when  standing,  j 
buttoned  when  seated.  Avj 
discussing  business  until  afi 
ordering  your  meal.  Don't 
chicken  with  your  hands 
less  you're  at  a  barbecue. 
TINE-TUNING.  If  you're  pa 
ing  during  the  meal,  pL 
your  silverware  in  the  "r( 
ing"  position — with  the  fi 
prongs  down  and  over 
knife  blade.  When  you're 
ished,  the  knife  and  fo 
prongs  down,  should  be  s 
by  side.  Don't  order  lobster 
a  business  lunch — the  n 
crackers  and  bib  detract  fn 
the  attention  you  should 
paying  your  client. 

Nothing  new  to  you?  W^ 
you  might  even  have  a  futi 
in  etiquette  consultancy  yo 
self.  Gail  DeGeo. 
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^ext  TimeAbuTravel^ 
Take  Along  A  Little  j 
I^ace  Of  Mind. 


when  you  travel  with  Gold  MasterCard;  • 
you  automatically  receive  MasterRentalJ" 
the  best  car  rental  insurance  and  assistance  ' 
plan  any  card  offers.  And  you  save  up 
to  $15  a  day  in  insurance.  You  also  enjoy 
Master  Assist; "  the  best  emergency  medical  assistance 
,   program  available.  And  we  offer  one  toll-free 

24-hour  phone  number  for  emergencies. 
■  No  other  card  does. 

Which  is  why  when  you  travel  with 
Gold  MasterCard,  you've  got  far  more  than  a 
piece  of  plastic.  You've  got  peace  of  mind. 

>      Gold  MasterCard 


mm 


IS''  M;iM.  rt  '.uil  lm.-rii.ili..ii.il  III 


Piece  By  Piece  The  Best  Gold  Card. 

You  iiuivl  di'i  lino  roiil:il  niinp;mv'-i  »ollisii)ii  Juiikikc  Wiiivcr  iiisiir^iiu  c  lor  our  <  i)HTii>;i-.  Iiisiiniiuc 
iiiKloru  rilti-ii  hy  IK'S  Insiiraiur  Co.,  in  llii-  *l;ilc  ol  ll-xiis  Mi-ili<;il  liuli-iiiiiilv  o(  .\in«Ti»;uliu:. 
Some  ri-strii  lions  ami  oxt  lusions  iipplv.  Si-rvii  os  iiviiilahli-  on  I  I.S.-is>.ni-il  tioUl  MasU-K  artl  liirdv.  . 


ersonal  Business 


What's  In 


NO-SWEAT 
WEAR  FOR 
WORKING  OUT 


Fi 


lor  many  weekend  jocks, 
lexercise  still  means 
jumping  into  shorts  and 
an  old  sweatshirt  and  accept- 
ing a  drenching  as  assurance 
that  the  body  is  being  worked 
to  the  max.  But  with-it  fitness 
fanatics  are  discovering  "per- 
formance fibers"  that  give 
them  all  the  benefits  of  exer- 
tion without  the  discomfort. 

The  new  fibers  draw  perspi- 
ration away  from  the  skin,  a 
process  called  wicking.  The  fi- 
bers disperse  the  moisture  to 
the  fabric's  surface,  where  it 
evaporates.  Some  of  the  fi- 
bers "breathe,"  allowing  more 
air  to  pass  through. 

In  1987,  DuPont  launched 
CoolMax,  a  wicking  polyester 
fabric.  It  feels  as  soft  as  cot- 
ton but  is  said  to  absorb  14 
times  less  moisture  than  cot- 
ton, so  it  won't  feel  wet  and 
clammy  next  to  the  skin.  Cool- 


Max  (whose  slogan  is  "Keeps 
you  cool  and  dry  when  the 
heat  is  on")  was  first  avail- 
able in  cycling  gear,  but  it  is 
also  showing  up  in  men's  and 
women's  tennis  wear,  body- 
suits for  aerobic  workouts, 
running  shorts,  socks,  and 
sports  bras. 
The  new  fibers  are  often  no 


more  expensive  than  conven- 
tional materials.  Speedo,  of 
Portland,  Ore.,  makes  tight- 
fitting  CoolMax  tops  for  wom- 
en who  dance  or  work  out. 
Offered  in  hot  phosphorescent 
hues,  they  cost  $26.95.  Hind 
Performance  in  San  Luis 
Obispo,  Calif.,  makes  a  similar 
lightweight,  tight-fitting  body 


iei 

itkei 
,llef 

BOlii 
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top  without  CoolMax — but  f 
the  same  price. 

Those  who  work  out  in  co 
or  rainy  conditions  also  ha' 
plenty  of  high-tech  clothes 
choose  from.  Hind  Perfo 
mance  sells  a  foul-weath 
jacket  for  cycling  or  cros 
country  skiing  under  tl 
name  Dryline  for  $200.  Tl 
jacket  contains,  among  oth  ."^jj 
fabrics,  Hydrofil,  a  quick-di 
ing  absorbent  nylon  devi 
oped  in  1987  by  Allied  Sign; 
BE  SEEN.  Performance  ge 
for  runners  is  a  veritable  mi 
tifiber  feast.  Lycra  spandex, 
sleek,  durable  polyurethar 
based  fiber,  was  developed 
the  late  1950s  but  not  accej 
ed  among  athletes  until  a  f( 
years  ago.  Now,  it's  about  t 
most  popular  material  amo 
runners  and  other  jocks. 

Newer  materials  inclu 
Tactel,  a  nylon-like  fiber  frc 
London-based  ICI  that  fe( 
like  cotton  but  is  wind-  a 
water-resistant,  and  Scot( 
lite,  a  reflective  mater 
made  by  3M.  Asics  sells 
light  running  suit  made 
Scotchlite  and  Tactel  for  $21 
It  may  be  just  the  inspirati 
you  need  to  retire  that  (  j 
sweatshirt.         Michele  Gal 


Autos 


A  RAGTOP 
TIME  MACHINE 


The  folks  who  created  the 
new  Mazda  MX-5  Miata 
know  cars  are  supposed 
to  be  fun.  Not  just  "fun  to 
drive" — auto  buzzwords  im- 
plying that  to  enjoy  a  car  you 
must  step  on  the  gas,  hard — 
but  fun  to  ride  in,  lounge 
against,  and  look  at. 

Especially  to  look  at.  The 
low-slung,  curvy  exterior  is 
unabashedly  retro,  harking 
back  to  the  classic  British 
sports  cars  of  the  1950s  and 
'60s.  Inside,  notice  the  ellipti- 
cal door  handles  and  locks: 
This  car's  de-igners  know  the 
value  of  a  unified  styling 
theme.  You  find  yourself 
wondering:  Can  this  $13,800 
(base  price)  two-seater  deliver 
as  much  as  its  looks  promise? 
Yes.  If  you  can  stop  soak- 


ing up  the  admiring  glances 
the  car  draws  and  start  pay- 
ing attention  to  the  way  it 
drives,  the  Miata's  graces  will 
impress  you.  Responsive  to 
both  wheel  and  pedal,  it  fairly 
prances  down  the  road.  Its 
solid-body  construction  elimi- 
nates the  rattles  so  common 


Worth  Noting 


■  CAPITOL  IDEA.  To  mark 
Congress'  200th  birthday, 
the  U.  S.  Mint  has  issued  a 
S>5  gold  piece,  a  silver  dollar, 
and  a  copper  half-dollar.  A 
percentage  of  revenues  goes 


to  other  convertibles.  The  nif- 
ty "short-throw"  stick  shift 
means  you  need  only  a  flick 
of  the  wrist  to  hop  from  third 
to  fourth  gear. 

If  the  Miata  has  a  fault,  it's 
that  it's  not  that  fast.  It  goes 
from  zero  to  60  mph  in  9.5 
seconds — a  full  second  slower 


toward  refurbishing  the  Cap- 
itol. To  order:  800  822-6500. 

■  POLITICAL  PROFILES.  The 

Almanac  of  A  merican  Poli- 
tics 1990,  published  by  the 
National  Journal  at  $56.95, 
gives  congressional  bios  and 
voting  records,  plus  a  witty 
history  of  each  state. 


than  a  big  ol'  Lincoln  Ma 
VII  and  three  seconds  slow 
than  a  Mustang  GT.  But  w 
cares?  If  you're  buying  i 
acceleration,  go  for  the  Tc 
rus  SHO,  Mazda  RX-7,  (  \ 
since  four-wheel  drive  so 
will  be  de  rigueur  for  perf 
mance  cars,  Chrysler's  n( 
Eagle  Talon.  But  if  you 
buying  a  car  for  your  hea 
the  Miata  has  few  rivals. 
HARD  TO  GET.  Mazda  plans 
sell  a  scant  20,000  Miatas 
the  U.  S.  this  year  and  40,( 
in  1990.  With  demand  alrea 
high,  Miata  merchandisi 
has  become  the  Cabba 
Patch  craze  of  cars.  The  sti 
dard  "availability  premium' 
about  $2,000 — some  deak 
demand  $3,000.  Even  then,  t 
car  may  take  up  to  fc 
months  to  arrive. 

The  solution?  Wait, 
back  on  a  cold,  slushy  day 
early  February  and  place 
order  for  this  convertible.  1 
great  thing  about  classic  si 
ing,  after  all,  is  that  it  does 
go  out  of  style.      Jim  Tre 
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lapanese  Periection 


Japan,  there  is  an  appreciation 
lued  elegance.  It  is  a  taste  for  the 
ated.  An  inner  calmness.  A  quiet 
on  that  never  calls  attention  to 
Wabi. 

id  it's  apparent  on  every  ANA  flight, 
the  way  we  maintain  our  fleet.  One 
ewest,  most  modem  in  the  world, 
the  imaginative  way  we  plan  our 
he  finest  of  both  Eastern  and 
I  cuisines. 

id  in  the  way  we  train  our  flight 
Its  to  be  unobtrusive,  attentive, 
ctly  Japanese. 


Such  impeccable  service  can  be  experi- 
enced daily  on  our  nonstop  flights  to  Tokyo 
from  Los  Angeles.  We  also  offer  Wash- 
ington, D.C's  only  nonstops  to  Tokyo  five 
times  a  week. 

From  there  we  can  fly  you  to  Seoul, 
Hong  Kong,  Bangkok,  Beijing,  Dalian  or 
Sydney.  With  new  routes  from  Tokyo  to 
London,  Stockholm,  Moscow  and  Vienna. 
Contact  your  travel  agent  or  ANA  at 
1-800-235-9262.  For  Japanese  language  call 
1-800-262-2230. 

Fly  ANA,  and  you'll  discover  service 
raised  to  an  art. 


All  IMiPPon  Airways 
Japanis  best  to  the  world. 


Match  the  market  to  your  ad  We  offer  an 
extraordinary  range  of  targeted  circula- 
tion tr  ive  you  flexibility  and  economy. 
Yg  1  direct  your  message  to  your  geo- 
phic  or  demographic  market-and  do 
it  within  your  budget  requirements. 
When  you  buy  one  or  any  combination  of 
metro,  state,  regional  or  international 
areas,  you  get  precisely  the  top  manage- 
ment readers  you  want,  and  you  get 
them  more  efficiently  than  with  any 
other  business  magazine.  Put  your  ad  in 
its  proper  place;  place  it  in  BusinessWeek 

•  Worldwide 

North  America 
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Take  A  $20  Million  Look  At  New  York's 
Best  Business  Travel  Value. 


Contrary  to  popular  hdicj,  yoxi  can 
enjoy  a  luxury  hotel  room  on  the 
East  Side  of  midtown  Manhattan 
at  a  very  reasonable  rate.  And  now 
that  we  have  completed  our  ren- 
ovation of  guest  rooms,  suites  aiul 
piMic  areas,  Halloran  House  of- 
fers a  better  value  than  ever  before. 
The  top  12  floors  now  feature  an  innovative  club 
concept  designed  for  the  busy  executive.  The  club 
flixns  offer  exclusive  concierge  facilities  with  a  recep- 
tion and  private  lounge  area  where  you  can  enjoy  a 
complimentary  continental  breakfast  daily,  after- 
ruxm  tea  and  evening  cocktails.  There 's  also  a 
new  business  center  complete  with  multilingual 


secTetarud  services.  Plus  telephone 
jacks  /or  personal  computer  or  fax 
machine  hookup.  And  when  it 
a  mxes  to  dining  you'll  find  some  of 
New  York's  best  restaurants  right  in 
>ur  lobby.  Frequent  guests  can  join 
our  Gold  Crest  Club  and  enjoy 
additi(jnal  amenities  arid  a  signiji- 
cani  reduction  in  rates.  Situated  on  Lexington 
Avenue,  between  48th  arid  49th  Streets,  Halloran 
House  offers  an  ideal  kKation  when  business  brings 
you  to  Manhattan.  At  HcdlcnanHcmse,  you  don't 
have  to  compromise  on  luxury.  For  more  information 
and  reservations  call:  U.  S.  800-223-0959; 
'^.,%  Canada800-854-5555. 


NEW  YORK 
525  Lexington  Avenue,  New  York,  N.Y.  10017 
212-755-4000  Facsimile  212-751-3440 
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Your  Best  Investment 
in  Product  Design: 

A  Design  Engineer 
Who  Uses  ANSYS' 

Even-  night,  rhe  most  important— and  the  most  expensive- 
part  of  vour  product  dcx  elopment  cvcle  stands  up  and  w  alks 
out  of  the  offk-e. 

Your  statf  is  a  major  in\estment.  So  are  the  design  engineering 
tools  thev  require.  And  vou  know  that  investment  goes  bex'ond 
their  salaries  or  the  price  tag  on  the  softw  are. 

That's  w  hv  vou  need  to  invest  in  your  emplovees  and  ec]uip  them 
with  the  right,  high  quality  tools. 

An  inx  estment  in  a  finite  element  analysis  (FEA)  program  w  ill  help 
you  get  a  better,  more  reliable  product  to  market  faster.  The  ANSYS 
program  is  vour  best  in\  cstment  in  FEA,  because,  w  ith  ANSYS: 

•  You  don't  need  to  buy  anything  else.  ANSYS  is  a  complete 
solutKMi,  u  1th  preprocessing,  anaK  sis  and  postprocessing.  And 
the  computer  alreadv  sitting  on  your  engineer's  desk  can 
probablv  run  ANSYS. 

•  Your  engineers  will  never  have  an  unanswered  question. 

ANSYS  is  supported  by  a  worldwide  network  of  ANSYS  Suppoit 
Distributors— experienced  engineering  consulting  firms.  Your 
engineers  have  access  to  responsive  hotline  support  and 
frequentlv  scheduled  training,  from  introductoiT  to  advanced 
topics.  No  other  FEA  companv  offers  better  support. 

•  Your  engineers  will  have  all  the  capabilities  they  need  to 
solve  today's  problems,  as  well  as  tomorrow's.  ANSYS  is 
constanth'  being  impro\  cd  w  ith  new  features  and  higher 
performance;  most  new  capabilities  are  based  on  input  ffom 
ANSYS  users.  The  investment  vou  make  in  training  and 
development  now  w  ill  continue  to  pay  off  in  the  ftiture. 

The  return  on  in\  cstment  in  vour  engineers  and  their  tools  must  be 
as  tangible  as  a  di\  idend  check.  Your  ROI  from  ANSYS  is  impicn  ed 
products,  increased  productix  it\  and  a  better  bottom  line  profit. 
This  quarter,  and  for  quarters  to  come. 


It' you're  m  a  compctitnc  market,  gi\c  MUirsclt  a  new  competitne  edge 
bv  investini];  in  ANSYS.  Call  412-746-3304  to  receive  our  guide  on 
"How  to  improve  Your  Product  Design:  ANSYS  Finite  Element 
Analysis."  Or  send  in  tins  coupon. 

Name  

Title   —  

C<imp.inv  

Address  

Citv   St.ite   ZIP   

Phone  Ext.   

Swanson  Analysis  Systems,  Inc. 

Johnson  Road, 'l\0  Box  6,S, 
Houston,  Pennsvl\ania  1S342-0065 
(412)  746-,^3()4 
FAX:  412-746-9494 
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Occidental  Petroleum  38 
Ohio  Mattress  58 
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PC  Power  &  Cooling  126 
People's  Bonk  102 
Perot  Systems  110 
Pizza  Hut  32 
Plus  Development  126 
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Rescue  Associates 
Worldwide  123 
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Rodime  126 
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SAI  Systems  126 
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T.  Rowe  Price  128 
Tab  Books  126 
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Valero  Energy  108 
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Waring  &  LoRoso  69 
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Women  in  Networking  68 
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Announcing  An  Exclusive 
Background  Briefing  On 


New  Strategies  for 
Doing  Business 
after  the  Recent 
Social  Disruptions 

Gain  valuable  insight  into 
changes  in  policy,  leadership, 
business  outlook  and  practices 
from  those  who  study  these 
questions,  including: 

■  Leading  academic 
specialists  Wke  Harry  Harding 
from  Brooltings  and  economist 
Nicholas  Lardy  from  tfie 
University  of  Wasfiington 

■  Senior  Staff  of  tfie  National 
Security  Council 

■  Cfiina's  Embassy  to  tfie  U.S. 

■  Business  Practitioners  and 
Senior  Officers  of  tfie 
U.S.-Cliina  Business  Council 

Discuss  with  the  experts  what 
lies  ahead  sector-by-sector  in  the 
China/Hong  Kong  Trade  and 
also  where  our  own  U.S.  policy 
takes  us. 

Wed,  Oct.  4,  1989  at  the  Four 
Seasons  Hotel,  Washington,  DC 

For  details  contact; 

David  Raddock 

KCS&A  International,  NY,  NY 

212-682-6300 
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CARRY  WIZARD  POWERINYOURPOCpr   ^  ! 
SLIDE  IN  ASOFTWARE  CARD.  OR  PLUG  IKTO  YOUR  PC  | 
TAKE  CONTROL  OF  TOMORROW  TOD/K  I 

The  Wizard  from  Sharp  lets  you  travel  light  and  take  all  your  personal  and  business  data  with  you.  | 
The  Wizard  plans,  organizes,  reminds,  informs,  advises,  calculates.  An  optional  Organizer  Link  keeps  you  | 
two-way  communication  with  IBM?PC  compatible  or  Macintosh^computers.  Optional  Software  Cards  adapt  ^ 

it  for  specialized  jobs  without  specialized  training.  j 
Discover  the  competitive  edge  for  the  Information  Age.  Cain -800-BE-SHARR  1 

SHARP  INVENTS  THE  WIZARD  | 


FROM  SHARP  MINDS 

,  ©  19^9i's^arptlectronjcs  Corp. 


^  COME  SHARP  PRODUCTS 


vestment  Figures  of  the  Wee 


NTARY 

,  returned  from  the  long 
□y  weekend  in  a  profit- 
lood,  following  the  big 
ally.  On  Sept.  6,  the  Dow 
dustrial  average  tumbled 
IS  the  high-flying  transpor- 
dex  fell  23.30.  It  had 
its  all-time  high  just  one 
are.  Airline  stocks  contin- 
le  driven  by  takeover  ru- 
e  dollar  hit  its  highest  lev- 
June,  bolstered  by  a 
confidence  that  the  Fed 
wer  U.  S.  interest  rates  in 
term. 


STOCKS 

Aug.       Feb.  Aug. 


Aug.  31 -Sept.  6 
 360 


BONDS 

Aug.  Feb. 


Aug. 


52-week  change 
+  31.4% 


THE  DOUAR 

Aug.  31 -Sept.  6  Aug.       Feb.  Aug. 


Aug.  31 -Sept.  6 


Shearson  Lehman 
Treasury  Index 


I3S0  100 

1341  47 


J.  P.  Morgan 
Index 


1-week  change 
-0.4% 


52-week  change 
+  14.0% 


1-week  change 
+  0.7% 


52  week  change 
+  3.7% 


1-week  change 
+  1.J% 


IKET  ANALYSIS 


rocKS 

latest 

%  chan 
Week 

S2-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ogo 

>NES  INDUSTRIALS 
MPANIES  (Russell  1000) 
COMPANIES  (Russell  2000) 
MPANIES  (Russell  3000) 

2719.8 
184.3 
178.1 
197.3 

-0.3 
-0.4 
0.4 

-0.3 

31.7 
30.5 
21.9 
29.8 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 

^JLP  ^nCt  PDirF/FADNINf;^  RATIO 

8.1% 
8.1  % 
2.9% 
13.5 

8.1% 
8.2% 
3.0% 
13.5 

7.6% 
9.4% 
3.6% 
1 1.8 

%  chaage  (local  cvirency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

N  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment;  Put/ call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

320.9 

318.6 

Positive 

1  (FINANCIAL  TIMES  100) 
(NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 

2390.8 
34,271.3 
3971.3 

0.4 
-0.6 
-0.9 

36.1 
24.6 
20.4 

67.9% 
0.25 
2.15 

67.3% 
0.20 
2.13 

Neutral 
Negative 
Neutral 

USTRY  GROUPS 

BRIDGE 

INFORMATION 

SYSTEMS  INC. 

WEEK  LEADERS 

%  clMBge 
4-week  S2-week 

Strongest  stock  in  group 

%  € 

4-week 

hange 

52-week 

Price 

1ES 

19.9 

1 10.3 

UAL 

38.0 

224.4 

290% 

MOBILES 

8.7 

20.3 

GENERAL  MOTORS 

11.1 

36.1 

50 

KING 

8.5 

20.0 

YELLOW  FREIGHT  SYSTEM 

11.0 

14.0 

31V8 

NG 

8.5 

68.8 

GOLDEN  NUGGET 

12.9 

141.8 

29% 

LS 

8.2 

44.3 

CYPRUS  MINERALS 

16.7 

61.5 

31 1/2 

WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

UMENTATION 

-9.5 

9.5 

HEWLEH-PACKARD 

-10.0 

9.5 

51% 

:oNDuaoRS 

-5.7 

12.3 

MOTOROLA 

-7.3 

33.5 

56% 

1INE  TOOLS 

-5.0 

-10.5 

CROSS  &  TRECKER 

-13.0 

-35.5 

10 

ESTATE  INVESTMENT  TRUSTS 

-4.0 

-7.5 

WELLS  FARGO 

-95.9 

-95.1 

tANCE  BROKERS 

-3.3 

26.2 

MARSH  &  McLENNAN 

-4.0 

26.3 

691/8 

TUAL  rUNDS 


MORNINGSTAR  INC. 


RS 

ek  total  retam 

% 

LAGGARDS 
Foar-week  total  retam 

% 

ONAL  AVIATION  &  TECHNOLOGY 
STORS  RESEARCH 

Lirr  SELEQ  AIR  TRANSPORTATION 

18.3 
8.2 
8.2 

FINANCIAL  STRATEGIC  PACIFIC  BASIN 
UNITED  SERVICES  GOLD  SHARES 
STRATEGIC  INVESTMENTS 

-4.4 
-4.3 
-4.3 

k  total  return 

% 

52-week  total  retam 

% 

ONAL  AVIATION  &  TECHNOLOGY 

ER  SMALL  CAPITALIZATION  PORTFOLIO 

JS  TWENTY 

79.1 
76.1 
69.0 

STRATEGIC  GOLD/MINERALS 
STRATEGIC  SILVER 
FINANCIAL  STRATEGIC  GOLD 

-8.3 
-4.9 
-4.3 

4-week  total  return 


]  Average  fund 
52-week  total  return 


ATIVE  PORTfOLIOS 


amounts 
ent  the  present 
of  $10,000 
id  one  year 
each  portfolio 

ages  indicate 
y  total  returns 


DATA  RESOURCES  INC. 


U.  S.  stocks 
$13,627 

-1-0.13% 


Foreign  stocks 
$12,794 

-1.74% 


Treasury  bonds 
$12,337 

+  0.95% 


III! 


Money  market  fund 
$10,715 

+  0.16% 


Gold 
$8,363 

-0.35% 


on  this  page  are  as  of  market  close  Wednesday,  Sept.  6,  1989, 
groups  include  S&P  500  companies  only;  performance  and  share  pri 


jnless  otherwise  indicated. 
:es  are  os  of  market  close 


Sept.  5.  Mutual  fund  returns  are  as  of  Sept.  1.  Relative  portfolios  are  valued  as  of  Sept.  5.  A  more 
detailed  explonotion  of  this  page  is  availoble  on  request. 
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WEAHIMG  THE  U.S.  FROM 
ITS  FASf  iiCK  FIXATION 


Treasury  Secretary  Nicholas  F.  Brady  is  crafting  a 
program  designed  to  improve  U.  S.  international  com- 
petitiveness by  refocusing  the  attention  of  both  corpo- 
rate managers  and  investors  on  longer-term  thinking.  Bra- 
dy's goals — encouraging  equity  financing  over  debt  and 
giving  incentives  to  investors  to  be  more  patient  and  manag- 
ers to  look  at  the  long  term — are  worthy  (page  80).  Imple- 
menting them,  however,  will  prove  tricky. 

For  example,  allowing  deductions  on  some  or  all  of  the 
value  of  common  stock  dividends  would  be  a  strong  incen- 
tive to  equity  finance.  We  favor  it.  But  the  revenue  loss 
would  have  to  be  offset  elsewhere  and  corporations,  fearing 
both  higher  tax  rates  and  shareholder  pressure  to  increase 
dividend  payouts,  must  show  more  enthusiasm  for  the  idea. 
Like  Brady,  we  also  favor  greater  use  of  cash-flow  account- 
ing, so  companies  aren't  penalized  for  capital  investment. 

But  provisions  to  encourage  deferred  compensation  based 
on  corporate  performance,  which  have  been  in  and  out  of  the 
tax  code  for  years,  inevitably  become  subject  to  widespread 
abuse  and  turn  into  major  revenue  drains. 

Above  all  else,  here  are  a  few  crucial  points  the  Adminis- 
tration should  keep  in  mind: 

■  Brady  and  Bush  should  beware  of  trying  to  restore  a 
mythic  era  of  gentlemanly  corporate  finance.  After  all, 
American  industry's  loss  of  competitiveness  occurred  at  a 
time  when  the  "club"  still  ruled  Wall  Street,  and  corporate 
managers  had  nothing  to  fear  from  raiders.  A  restoration  of 
the  status  quo  ante  is  not  what  the  nation  needs. 

■  By  the  same  token,  the  Administration  should  resist  busi- 
ness pressures  to  turn  the  Brady  program  into  the  En- 
trenched Management  Protection  Act. 

■  Brady  correctly  identifies  inadequate  national  savings  as  a 
serious  problem.  Before  the  government  wastes  a  great  deal 
of  energy  on  dubious  schemes  to  boost  personal  saving,  it 
should  deal  with  the  one  saving  problem  under  its  direct 
control — the  federal  budget  deficit,  which  now  takes  $700 
per  person  from  national  savings.  There's  no  better  way  to 
spur  savings  and  investment  than  by  reducing  the  deficit. 


DON'T  GIVE  DE  KLERK 
A  HONEYMOON 


The  majority  of  white  South  Africans  have  cast  their  lot 
with  F.  W.  de  Klerk  and  the  National  Party.  Some 
defected  to  the  Conservative  Party,  fearing  capitula- 
tion 10  black  demands.  Others  swung  to  the  Democratic 
Party,  bent  on  reform.  But  however  wide  those  divisions 
among  whites,  President  de  Klerk's  biggest  challenge  is 
unchanged  from  that  of  his  predecessor:  deciding  how  to 
meet  the  aspirations  of  the  majority  of  South  Africans — 
whose  skin  is  black. 
Time  is  short.  The  economy  is  stalling  as  international 


financial  pressure  and  isolation  take  their  toll.  Inflation 
high,  unemployment  is  rising,  and  gold  prices — the  mainsta 
of  the  economy — are  dovm.  South  Africa  also  owes  aboi 
$21  billion  to  foreign  creditors,  who  are  impatient  for  sigr 
that  the  economy  won't  sink  from  political  turmoil.  The 
there's  the  new  wave  of  black  defiance,  as  protestors  open' 
flout  apartheid  laws  from  Cape  Town  to  Durban.  Once  agai 
the  world  is  watching  South  African  police  bash  heads  ar 
tear-gas  priests  who  are  defying  unjust  laws. 

In  the  next  few  months — that  quickly — de  Klerk  has 
make  serious  moves  tov/ard  negotiations  with  widely  recO; 
nized  black  leaders.  That  will  mean  releasing  political  priso: 
ers,  including  African  National  Congress  leader  Nelson  Ma: 
dela,  lifting  the  three-year-old  state  of  emergency,  ar 
removing  troops  from  black  townships.  Washington  shou 
take  the  lead  in  making  it  clear  to  Pretoria  that  anything  bi 
decisive  action  will  be  viewed  as  a  signal  for  tighter  pen; 
ties.  Despite  widespread  skepticism,  sanctions  have  had 
strong  impact.  Many  say  de  Klerk  would  never  have  spok< 
so  openly  about  reform  without  them.  Granting  de  Klerk 
honeymoon  won't  do  him  much  good  and  would  be  perceivi 
by  South  African  blacks  as  a  message  of  indifference. 


NEEDED:  GIOBAL  RULES 
FOR  AIRLINE  OWNERSHIP 


1 


The  Transportation  Dept.  should  be  applauded  for 
ing  a  hard  look  at  the  equity  positions  being  taken 
U.  S.  airlines  by  foreign  carriers  before  that  trend  gi 
out  of  hand.  The  issue  runs  deeper  than  whether  the  foreii 
line  can  exercise  control  over  a  domestic  line,  though 
dangers  of  that  should  be  understood.  The  worst-case  o 
come  would  occur  if  so  many  U.  S.  airlines  came  un 
foreign  control  that  joint  American  initiatives  overseas — s; 
a  consortium  of  U.  S.  carriers  serving  Europe — could 
blocked  by  foreign  owners.  It  is  true  that  there  is  a  limit 
25%  equity  ownership  of  U.  S.  carriers  by  foreign  entiti( 
enforced  by  the  Transportation  Dept.  But  control  can 
exercised  with  a  far  lesser  share  of  voting  stock,  and  it 
come  through  nuances  such  as  influence  exerted  by  ha' 
foreign  owners  join  the  board  of  a  domestic  line. 

Even  more  important  than  the  issue  of  control,  the  U 
should  establish  a  quid  pro  quo  so  that  U.  S.  air  carriers  g 
the  same  treatment  of  their  equity  investments  overseas 
that  available  to  foreign  carriers  here.  Washington  1 
asked  its  embassies  to  query  foreign  governments  abc 
their  views,  and  the  Transportation  Dept.  is  expected 
issue  a  guideline  this  month.  Right  now,  few  U.  S.  airlir 
own  stakes  in  overseas  airlines.  But  just  as  deregulation  h 
produced  megacarriers  domestically,  that  same  pattern 
expected  to  emerge  on  a  global  basis,  particularly  when  t 
European  Community'  deregulates  its  airlines  in  1992.  Wh 
that  happens,  U.  S.  carriers  must  not  be  frozen  out.  Tn 
demanding  equal  treatment  could  produce  unintended  dip 
matic  consequences,  such  as  foreign  demands  for  more  lai 
ing  rights  in  the  U.  S.,  but  that  is  no  reason  not  to  nail  do' 
equal  equity  rights  as  a  principle.  It's  important  that  grou 
rules  on  foreign  airline  ownership  be  established  now. 
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THE  POWER  OF  BELIEF:  #1  in  a  series 


When  you  aim  for  perfection, 
you  discover  it^  a  moving  target. 


Every  advance  in 


quality  raises  new  expectations.  The  company 


OUR  FUNOiAtEMTAL  OBJECTIVE 
fEtvr)<one's  Otvniding  Respotisibility) 


To.a.cus«.™ersa.i.fi.c,io„     that  is  satisfied  with  its 


MOTOFtOLA  INC. 


Over  100,000  Motorolans  carry  this 
card  at  oil  times  . .  a  constant  reminder  ol 
everyone's  overriding  responsibility. 


progress  will  soon  find  its 


customers  are  not.  It  is  this  belief  that  haaliai 


spurred  Motorola  to  a  100-fold  improvemen<|iat 

i 

in  quality  since  1981 .  ■  Our  formula  is  a  simpldlie 

ji 

one:  First,  banish  complacency.  Secondilii 
set  heroic  goals  that  compel  new 
thinking.  Finally,  "raise  the  bar" 


Moforoia  semiconductor  defects, 
once  measured  m  ports  per  thou-  J 

*  Malcolm  Baldritfe  sond,  Ore  now  measured  tn  parts  ■ 

Winner  1988  ^i5iF  National  P"' ""^even  ports  per  billion.' 

Quality 
^  Award 


)88^^^^^ 

^K^r  Awa 

9¥ 


you  near  each  goal.  Set  it  out  of  reach  all 


er  again.  ■  Today,  Motorola's  standard  is 
X  Sigma  quality  in  all  we  do  by  1992.  In 
atistical  terms:  99.9997  percent  perfect.  Our 
•ogress  has  been  swift.  Recently,  Motorola 


lared  the  first  Malcolm  Baldrige 
ational  Quality  Award,  given  by 


le  President.  ■  Total  customer 


tisfaction,  our  goal,  is  now  on 


In  1988  Motorola  was  a  winner  ol  the 
Malcolm  Baldnge  National  Quality  Award. 


le  horizon.  We  dare 


it  rest  in  its  pursuit. 


MOTOROLA,  INC  Motorola  and       are  registered  trademarks  of  Motorola,  Inc 


Building  On  Beliefs 


M)  MOTOROLA 
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THE NEW 
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he  Nation's  Changing  Demography- And  What  It  Means 

A  Six  Key  Trends  of  the  1990s   A\ 

"^^^r  Economic  Prospects  for  the  Year  2000  ^ 
PoU:  How  Americans  Feel  About  the  Future 


Digitals  network 
management 

capabilities  help 

Federal  Express 
provide  the 

type  of  service 
our  customers 

expect-the  best." 


"At  Federal  Express,  the  cus- 
tomer is  #1.  And  customers  call  us 
more  than  250,000  times  every  day. 
To  handle  those  calls  as  efficiently 
as  possible,  we  maintain  an  interna- 
tional call  center  network  built  on 
Digital's  network  management 
capabilities  and  third-party  applica- 
tions software. 

"Our  goal  is  to  service  every 
customer  inquiry  within  10  seconds. 
If  there's  a  problem  at  a  particular 
call  center,  the  calls  are  automat- 
ically re-routed  to  the  next  available 
center-without  the  customer  even 
knowing.  What's  more,  we  have  a 
multi-vendor  computer  operation, 
and  Digital's  flexibility  in  connect- 
ing to  other  systems  helps  us  pro- 
vide the  best  possible  service. 

"We  can  assure  the  same  high 
level  of  customer  service  at  every 
call  center.  And  the  capabilities 
Digital  gives  us  let  us  control  and 
monitor  the  entire  operation  from 
one  central  point-Memphis." 

The  rewards  of  working  together. 

Digital's  proven  networking 
helps  businesses  tie  their  operations 
together  and  work  more  efficiently. 

Today,  with  flexible,  reliable 
networking  capabilities  that  enhance 
the  level  of  customer  service  your 
business  can  provide.  Digital  gives 
you  an  elegantly  simple  way  for 
your  people  to  work  together  more 
productively,  more  creatively,  more 
efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 

• 

It 
now. 


THE 
PrCTURE  OF 
HEALTH. 


TOSHlBft 


PEPK  /  MTT 


1       -  127 


ECG-gated 


SPI  512» 


In  Touch  with  TomoiTOW 

TOSHIBA 


The  more  physicians  can 
see  inside  a  patient,  the 
more  information  they  can 
gather.  The  more  insightful  theii 
diagnoses  can  be.  And, of 
course,  the  more  hope  there  is 
for  the  patient. 

Toshiba's  cardiovascular 
angiographic  systems  offer 
doctors  new  ways  to  take  pictun 
of  what's  inside  the  human  hearl 
faster,  easier  and  with  more 
accuracy  than  ever  before. 

Now  doctors  can  see  mul- 
tiple images  simultaneously. 
Images  can  be  enlarged.  And 
computer- enhanced  color  canb 
added  to  increase  information 
and  diagnostic  capability^ 

Throughout  all  our  medical 
related  technologies,  from  X-ray 
and  computer  tomography 
scanners  to  magnetic  resonance 
imaging  and  imaging  processin 
Toshiba's  \-ision  has  always 
been  clear:  to  build  the  most 
sophisticated  diagnostic 
equipment  in  the  industry. 

Not  just  for  the  health  of 
our  business,  but,  more 
importandy,  for  the  health  of  th( 
people  who  need  it. 


f 
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9W  IT  BEGAN... 


From  The  New  York  Times,  June  14,  1929 


THE  JTBW  TOK  TIMES.  ntlDTCT.  JOTTE  Jl.  19M. 


0  Meet  the  New 
Tempo  o\  Business 


The  McGraw-Hill  Publishing  Company 


A, 


nnounces 


that 


THE  MAGAZINE  OF  BUSINESS 

will  hereafter  be  Published  Weekly 
under  the  title  of 

THE   BUSINESS  WEEK 

Beginning  with  the  Issue  of  September  7, 1929 


Speed  aod  Spread! 

How  fatt  the  paw  of  bosioeM  has  grown  in  the  brief 
■pan  of  only  chrcc  business  generaiionftl 

How  Tasr  the  changes  in  a  few  short  years  cjuannrf 
production  mass  distribution  chain  stores  new 
competition  .  -  new  importance  to  color  and  design 
a  new  finance  uructure  and  most  important  of  all. 
research  .  creating  new  industries  destroying  old  ones 
. .  releasing  thousands  of  workmen  finding  new  tasks 
for  them     vast  new  forces  touching  busmcsscvcrvwhere 

So  complex  IS  business  today  rhat  business  men  must 
have  ahove  .W  cW  ^  a  kfwuUJt.'  cf  jH  ih  j, 
BusincM  IS  no  longei  local-  The  collapse  of  the  wheat 
matket  in  Chicago  is  not  a  local  affair  nowadays.  It  i 
even  a  western  matter  It  has  its  repercussions  in  WaJl 
Street.  It  has  iti  meaning  to  the  radio  industry  It  may 
hurt  the  silk  importer     help  the  rayon  mill 

\  bank  failure  in  Germany  means  something  today  to 
the  hardware  manufacturer  in  New  Britain  It  may 
well  happen  [hat  it  will  mean  more  than  the  crash  of  a 
bank  at  home- 


modem  business.  The  first  Mep  in  its  solution  ot  the 
problem  was  the  acquisition  of  Tht  Maf^sT^tm  #/  Bustmss 
the  second  a  tystemaric,  first-hand  study  of  the  needs  ol 
this  publications  readers,  the  third  an  arulynis  at>d  organ- 
iiarion  of  the  sources  of  news 

a  final  sup    TMf  aUIIHttf  Wff K,  tht  Ir^nt- 

jtmatton  tf  The  Mag_aiiru  #/  Bhuivsi  tnit  s  wnklf  Jourmtl 
«/  B«J(W/J  Stu'i  ami  inurprflanon- 

TME  BUllNCff  WftK  with  its  appearance  neri 
September,  is  the  answer  to  the  new  compulsiom  ot 
spttd  and  s^nad-  It  wtll  be  'rcemincntly  the  business  nuo'< 

anddynamic.with  something  Amenun  in  its  even*  char- 
acicnsnc  It  will  be  keyed  to  the  spint  of  the  new  temp 

m  business. 

THE  BUtlHEtf  MEEK  will  be  operated  so  clve  to 
the  news  that  the  business  wotld  will  get  the  new  thu 
counts  while  it  is  still  hot.  but  it  will  be  sufficient^  ifta 
the  event  to  enable  the  editors  to  clothe  the  facts  with 
theit  full  significance  to  business  mea 

THE  BUtlNEtf  WIIK  will  be  generously  suffed 
editorially  Trained  news  gatherers,  able  and  ezpcncttc«d 
feature  writers, economists  and  statisticians  will  coorditute 
in  gathering  facts,  in  their  presentation  at>d  intcrprrtatioo 

The  McOraw-Hill  staff  of  ii8  cduors  and  the  vast 
editorial  resources  of  the  z6  McGraw-HiU  Publications, 
with  their  direct  trunk-lines  into  basic  industries  wiL 
THE  niflMEtt  WE¥K  a  fund  of  spcaabzed  newi 
and  forecast  not  available  trom  any  other  pubhth- 
ing  souttc 

one  ^vccL  between  the  receipt  of  advertning  plircs  md  "l 
dniribution  m  the  reader  \ 
The  BuMneisWecIc  « ill  he  priced  at  a  copv .  by  f 
lubKripfion  a  ><ar  The  adveriiiinj{  rate  will  be  [ 
S#oo  a  page  T>.c  circMlaiiOD  at  the  outset  will  be  I 
7i.ooo,  net  paid.  A  B  C  J 
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PRODUCTION 

Change  from  last  week:  0.7% 
Change  from  last  year:  0.3% 

185   


LEADING 

Change  from  last  week;  0.3% 
Change  from  last  year:  8.9% 


1967=100,  Four-week  moving  overage 
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The  production  index  rose  for  the  week  ended  Sept.  2.  Seasonally  adjusted 
output  of  electric  power,  paperboord,  cool,  steel,  and  paper  increased.  Production  of 
trucks  and  outos  was  down  sharply,  and  lumber  and  rail-freight  traffic  declined  as 
well.  Output  at  crude-oil  refiners  was  unchanged.  Before  calculation  of  the  four-week 
moving  overage,  the  index  increased  to  178.7  from  177.5  in  the  previous  week.  For 
the  month  of  August,  the  index  stood  at  175.8,  up  from  the  July  level  of  173.2. 
BW  production  index  copyright  1989  by  McGraw-Hill  Inc 
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205 


200 


The  leadinq  index  edged  up  for  the  week  ended  Sept.  2.  Sharply  higher  stock  J 
prices  and  foster  growth  rates  for  materials  prices  and  real  estate  loons  offset  aJ 
small  increase  in  long-term  bond  yields  and  a  slower  pace  for  M2.  The  number  of 
business  failures  was  unavailable  for  the  week.  Prior  to  calculation  of  the  four-week 
moving  overage,  the  index  rose  to  220.4  from  219.4.  For  the  month  of  August,  the 
index  jumped  to  218.7,  from  214.7  in  July. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Reseorch 


PRODUCTIOH  INDICATORS 

■ 

LEADING  INDICATORS 

Latest 
week 

Week  ° 
ago 

'o  change 
year  ago 

latest 
week 

Week 
ago 

%  Change  I 
year  ogo  |r 

STEEL  (9/91  thous.  of  net  tons 

1,695 

1,706# 

-11.8 

STOCK  PRICES  (9/8)  s&P  500 

349.73 

351.55 

31.5 

AUTOS  (9/91  units 

109,342 

121,653r# 

-10.1 

CORPORATE  BOND  YIELD,  Aaa  (9/8) 

9.02  % 

9.05%  -9.3 

TRUCKS  (9/9)  units 

66,427 

68,065rff 

-5.2 

INDUSTRIAL  MATERIALS  PRICES  (9/8) 

105.6 

104.8 

5.5 

ELECTRIC  POWER  (9/9)  millions  of  kilowatt-hours 

36,357 

60,61 5  # 

1 1.3 

BUSINESS  FAILURES  (9/1) 

NA 

201 

NA 

CRUDE-OIL  REFINING  (9/91  thous.  of  bbi./day 

14,099 

14,106# 

0.4 

REAL  ESTATE  LOANS  (8/30)  billions 

$340.9 

$339.6 

14.8 

COAL  (9/2)  thous.  of  net  tons 

20,085  # 

19,975 

-2.3 

MONEY  SUPPLY,  M2  (8/28)  billions 

$3,127.9 

$3,130.5r 

3.2 

PAPERBOARD  (9/21  thous.  of  tons 

761. 8# 

736.3r 

2.0 

INITIAL  CUIMS,  UNEMPLOYMENT  (8/26)  thous 

318 

316 

4.6 

PAPER  (9/2)  thous.  of  tons 

725.0  J± 

719.0r 

-3.5 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  & 
Brodstreet  {failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season-  i 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 

LUMBER  (9/2)  millions  of  ft. 

518.7# 

519.3 

9.5 

RAIL  FREIGHT  (9/2)  billions  of  ton-miles 

20.0  # 

19.8 

-1.5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
icon  Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA'^,  Association  of 
American  Railroads, 


MONTHIY  ECONOMIC  INDICATORS 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/13) 

147 

147 

134 

GERMAN  MARK  (9/131 

1.98 

1.98 

1.87 

BRITISH  POUND  (9/131 

1.55 

1.55 

1.68 

FRENCH  FRANC  (9/13) 

6.68 

6.67 

6.37 

CANADIAN  DOLLAR  (9/13) 

1.19 

1.18 

1.22 

SWISS  FRANC  (9/13) 

1.71 

1.71 

1.58 

MEXICAN  PESO  (9/i3p 

2,578 

2,570 

2,300 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollors. 

in  units  per  U 

S.  dollar. 

except  for 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/131  $/troyo2. 

358.500 

360.200 

-14.9 

STEEL  SCRAP  (9/121  #  l  heavy,  $/ton 

107.50 

109.00 

-10.4 

FOODSTUFFS  (9/  n  1  index,  1 967  =  1 00 

216.0 

217.6 

-9.1 

COPPER  (9/91  f/ib. 

134.2 

137.6 

23.7 

ALUMINUM  (9/91  (./lb. 

79.3 

83.3 

-33.1 

WHEAT  (9/9!  ^  'hard,  $/bo. 

4.27 

4.22 

6.0 

COTTON  (9/91  stric  low  middling  1  - 1  / 1 6  in.. 

(^/Ib. 

68.35 

74.09 

33.0 

Sources:  London  V.L-d.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


latest 
month 

Month 
ago 

%  Change 
yearogs 

r 

BUSINESS  WEEK  PRODUQION  INDEX  (Aug.l 

175.8 

173.2r 

0.2 

BUSINESS  WEEK  LEADING  INDEX  (Aug  1 

218.7 

214.7r 

8.9 

PURCHASING  MANAGERS'  INDEX  (Aug  ) 

45.2  "/o 

46.0% 

-18.9 

INSTALLMENT  CREDIT  OUTSTANDING  (July)  bil 

ions  $700.6 

$700.8 

9.6 

Sources:  BW,  CIBCR,  Notional  Association  of  Purchasing  Management,  Federal 

Reserve 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%Cbant< 
year ogo 

MONEY  SUPPLY,  Ml  (8/281 

$777.2 

$779.6 

-0.7 

BANKS'  BUSINESS  LOANS  (8/30) 

317.1 

317.1 

6.0 

FREE  RESERVES  (9/6) 

535 

246 

4.51 

NONFINANCIAL  COMMERCIAL  PAPER  (8/281 

124.4 

123.2 

37.8| 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserve 

o  two-week  period  in  millions). 

,  which  ore  expressed  fori 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year  1 
ogo 

FEDERAL  FUNDS  (9/121 

8.93% 

8.93% 

8.13% 

PRIME  (9/131 

10.50 

10.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (9/121 

8.67 

8.73 

8.16 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/131 

8.82 

8.80 

8.22 

EURODOLLAR  3-MONTH  (9/61 

8.86 

8.85 

8.39 

Sources:  Federal  Reserve  Board,  First  Boston 

#  Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  ond  defense  equipmenll 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value        NA  =  Not  available        r  =  revised         NM  =  Not  meaningful 
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A  MACHINE  THAT  CAN  KEEP  YOU  FINANCIALLY  FIT 

an  exercise  in  loeic.  rtt. 


It's  an  exercise  in  logic. 

To  build  a  strong  financial  future  you  need  a 
solid  approach.  Today.  Perhaps  that's  why  more 
and^more  people  rely  on  The  Xerox  Fin'anciS 

Forprudent  growth,  VanKampenMerrittisat 

fiinds,  insured  unit  trusts,  and  precious  metals 
Your  retirement  plans  can  be  toned  up  with  ihe 
annuities  and  life  insurance  of  Xerox  Life  You 
can  protect  your  assets  with  insurance  for  home 
and^usmess  fi-om  Crum  and  Forster  PeSn 
ftind  management  and  administration  are  both 


specialties  of  Furman  Selz.  With  Xerox  Credit 
your  tennis  club  can  lease  a  Xerox  copief  to 
improveproductivity.  Or  even  finance  bra^^Lw 
tenms  courts  to  improve  volleys 

It's  all  part  of  Xerox  Financial  Services-  a 
powerfo  Igrou^  of  financial  companies  with^e 
$17.5  bilhon  m  assets.  All  geared  to  give  you 

strongsemceandagoodfoUow  through  ^ 
And  to  help  keep  you  fit,  financially  " 

r  Jh  1  '^^^         Fi"^cial  Machine 

can  help  your  financial  fitness,  just  tell  us  your 

KU.  Box  5000,  Norwallc,  CT  06856. 


Management  must  guide  the  forces  of  change... " 

—  John  W.  Teets,  Chairman 


For  a  copy  of  Greynounds 
latest  annual  report,  write  to 
Rjblic  Relations, 
1618  Greyhound  Jewel 
Phoenix,  Arizona  85077, 


The  Greyhound  Corporation  has  been  recast.  From 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  |0b  of  management  always  has  been  to  see  the 
company  not  as  it  is,  but  as  it  can  grow  to  be.  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program. 

Hard  choices  were  faced;  tough  decisions  were 
made.  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  company's  nationwide  bus  line,  were 
divested-  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acquired. 

For  example,  Purex  household  and  laundry  prod- 
ucts were  added  to  the  personal  care  and  packaged 
foods  brands  of  Greyhounds  Dial  Corporation.  Premif 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


i 


«3U 


■ei! 
t 
S'aie 


s  was  acquired,  complementing  Greyhound's 
airport  and  food  service  businesses.  General 
RTS  transit  bus  manufacturing  and  paits  opera- 
;  purchased  to  expand  Greyhound's  top-ranked 
'  coach-building  business, 
3ay  Greyhound's  four  business  segments  — 
ler  products,  services,  transportation  manufac- 
nd  financial  —  produce  revenues  at  a  $3  billion 
rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day 


The  Greyhound  Corp  miration 


Anniversaries  are  a  chance  to 
pause  for  reflection  and  to  put 
things  in  perspective.  BUSINESS 
week's  is  no  exception.  This  month 
marks  our  60th  anniversary.  So,  as  we 
have  at  past  milestones,  we  are  casting 
a  fresh  look  back  and  a  thoughtful 
look  forward  at  the  new  America  we 
see.  And  in  the  course  of  examining 
the  economic,  social,  and  demographic 
trends  that  delineate  the  era  spanned 
by  our  magazine,  we  were  struck  by 
how  the  evolution  of  the  magazine  it- 
self provides  an  insight  into  the  evolu- 
tion of  American  business. 

We  started  on  Sept.  7,  1929,  as 
THE  BUSINESS  WEEK,  which  SOOn 
dropped  "The"  in  deference  to  our 
readers'  usage  in  conversation.  The 
staff  of  14  was  organized  along  the 
lines  of  a  corporation,  with  depart- 
ments covering  Finance,  Industrial 
Production,  and  Marketing  &  Dis- 
tribution. An  economist  would  mon- 
itor the  general  business  climate. 

The  magazine  was  to  be  distinc- 
tive in  at  least  two  respects.  First, 
it  did  not  promise,  as  did  most  busi- 
ness publications  of  the  day,  to  cov- 
er finance  for  financiers  or  market- 
ing for  marketers.  It  was  designed, 
in  the  words  of  Malcolm  Muir,  the 
president  of  McGraw-Hill  Publish- 
ing Co.,  to  tell  the  banker  what  was 
happening  in  the  textile  industry 
and  the  textile  executive  what  was 
happening  in  finance.  Second,  the 
publication  was  to  be  "swift  and 
newsy,"  with  a  twist:  "You  will 
find  THE  BUSINESS  WEEK  always  has 
a  point  of  view,  and  usually  a 
strong  opinion.  Both  of  which  it 
does  not  hesitate  to  express." 
CRASH  ALERT.  The  first  Business  Out- 
look warned  that  stock  prices  were  out 
of  line  with  reasonable  earnings  expec- 
tations and  described  the  market  as 
"properly  apprehensive  of  the  inevita- 
ble readjustment  that  draws  near." 
The  stock  market  tumbled  on  Oct.  29. 
The  Depression  that  followed  took  its 
toll  on  BUSINESS  WEEK,  which,  from  its 
founding  to  1935,  lost  $1.5  million, 
nearly  $11  million  in  today's  dollars. 
But  circulation  kept  edging  up  from 
the  original  89,904,  and  as  the  decades 
rolled  by,  the  face  of  American  busi- 
ness was  mirrored  in  the  magazine. 

By  1939,  reflecting  the  gains  made 
by  organized  labor  during  the  Depres- 
sion, a  Labor  &  Management  depart- 
ment had  been  added,  along  with  sec- 


tions entitled  New  Products  and 
Business  Abroad.  The  one-man  foreign 
desk  of  1929  had  grown  into  a  seven- 
bureau  foreign  network  that  included 
London,  Berlin,  Moscow,  and  Tokyo. 

By  1949,  the  economics  staff  had 
grown  to  six,  including  the  editor  of 
Business  Outlook,  which  had  expanded 
from  a  half-page  to  two  full  pages.  The 
Washington  and  International  outlooks 
had  become  regular  features.  The 
Washington  staff  totaled  11. 

Ten  years  later,  the  Agriculture  de- 
partment had  disappeared.  With  leisure 


THE 


A  McCRAW-HILl  PUBLICATION 
I 'V  CENTS 


FIRST  COVER:  JUST  WEEKS  BEFORE  THE  1929  CRASH 


time  expanding,  a  Personal  Business 
column  offered  advice  on  how  to  use  it 
well. 

The  editorial  staff  numbered  120 
in  1969.  The  newer  departments  includ- 
ed Technology,  Computers,  and  Com- 
munications. With  inflation  gaining 
strength  and  a  recession  looming,  busi- 
ness and  the  economy  were  becoming 
front-page  news. 

By  1979,  BUSINESS  WEEK,  which  pre- 
viously solicited  subscriptions  "only 
from  management  men  in  business  and 
industry,"  had  widened  circulation,  sell- 
ing on  newsstands  around  the  world. 
New  departments  included  Environ- 
ment and  Social  Issues. 

Now  our  editorial  staff  numbers  280, 
with  a  27-bureau  system  that  includes 
11  foreign  cities  and  a  reporting  staff 


of  21  in  Washington.  We  publish  sepa- 
rate editions  for  our  domestic  and  in- 
ternational readers.  And,  just  this  year, 
we  hit  a  paid  circulation  of  1  millio 
Including  readers  of  shared  copies,  oui 
total  audience  tops  7  million. 
GATHERING  FORCES.  Some  things 
haven't  changed  in  60  years.  We  still 
deliver  timely  analysis  that  offers  a; 
point  of  view.  We  also  strive  to  stay  at' 
least  a  step  ahead  of  the  trends  shap- 
ing business,  as  we  have  with  econom; 
ics,  space,  technology,  civil  rights,  tl 
environment,  and  the  role  of  womeii! 
We  regard  our  ability  to  focus  siz- 
able resources  on  major  trends  and 
issues  as  one  of  our  most  notable 
strengths.  The  latest  decade  has 
been  marked  by  Special  Reports  on 
The  Reindustrialization  of  America, 
The  Hollow  Corporation,  Japan  in 
America,  The  Casino  Society,  Hu- 
man Capital,  and  Can  America 
Compete? 

We've  changed  in  many  ways, 
however,  because  the  changes  in 
business  and  in  our  society  have 
created  a  new  America.  So  in  the 
Special  Report  that  is  a  highlight  of 
this  issue,  we  sort  through  the 
changes  for  the  insight  that  60 
years  of  experience  can  bring. 

First,  we  analyze  the  populatio! 
and  demographic  shifts  that  m; 
America  what  it  is  today,  follow^ 
by  a  photo  essay  that  provides 
eloquent  survey  of  business  his' 
ry.  From  there,  we  size  up  the 
ture,  taking  a  look  at  six  majQ 
trends  that  will  shape  the  com: 
years.  And  finally,  we  examine 
chances  that  the  1990s  could  be 
of  America's  most  prosperous  decad( 
although  we  face  a  nagging  probleij 
with  a  chillingly  familiar  ring:  pove 
amid  the  plenty.  All  in  all,  though 
will  find  our  point  of  view  hopefi 
That  may  be  as  attributable  to  our  o 
history  as  it  is  to  human  nature.  Whi 
else  would  you  expect  from  a  businesi 
magazine  that  came  into  the  world  Oj 
the  eve  of  the  Great  Depression? 


Publishei; 


Editor-In-Chiej 

 -X 
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A  famil  I 

that  will  go  to  any  lengthr 


Every  IBM  Proprinter  has  ' — i 
hundreds  of  ways  to  help  you  be  L 
more  productive  and  competitive. 

I  hc  IBM  Proprinter  '  tatnilv  is  th<'  kind  of  laniily 
that  can't  do  enough  lor  you. 

I'/vrry  IBM  Profuinter  ran  handle  multipart 
forms. '  orn'spondence,  envelopes, 
graphic;-,  spreadsheets,  mailing 
labels  and  just  ahoutany 
[)rinting  job  vou  can  imagine. 

And  because  every 
IVoj)rinter  shares  important 


11, r  IliM  I'ropnnirr  II 
(also  in  tvidc  carriage) 


IBM  IS  a  regislered  tfaOemark  and  Proprinter  is  a  IratJemark  o(  Inlernatlonal  Business  Machines  Corporation     1989  IBM  Corp 


IBM  enirineerin"  desiiiri 
iinio\alions.  like  streamlined 
mechanics  and  convvnient 
front  feed,  tbev  can  accom- 
modate this  wide  raiiiic  ol 
aj)pli<  alions  with  exce«Mling 
ease,  rcliabilitv  and  value. 

And  they  can  all  be  connected  to  any  IB 
compatible  PC. 

^et  while  every  one  of  (uir  durable  Propri^ 


lill 


ritv  IBM  I'nijinnteri 

(also  in  n  itic  rarriai 


1% 


printers 

r  widths)  to  please  you. 


BVIIBl 


Sg  fcwd  bE  Sirectm 
e^KSis  lit  fiKsm  of  i^a: «« 
jtCKiUUs 

Sniii,     )I.  IW 
(m  i  te  8  p-l 


Fruit  Sales 


he  same  hasie  engineering,  each  nioflel  has  its 
lividual  strengths. 

be  Proprinter  11.  for  example,  is  our  most 

economical  performer,  while  the 
Proprinter  III  gives  you  speed 
(uj)  to  320  cps)  and  plenty 
of  it. 

Our  Proprinter  X24P].  on 
I'lojirinu  i  the  other  hand,  is  not  just  a 

n  idc  nti  i  uiiii')     worldiorse  and  racehorse  (288  cps) 


l)ut  also  can  accommodate  you  w  itii  very 
impressive  letter  quality. 

To  see  which  IBM  Proprinter  best  meets  your 
needs,  ask  your  IBM  Authorized  I  )ealer  or  IBM 
marketing  rej)resentative  to 
introduce  you  to  the 

whole  family.  Find  your  IIZZIIb  ZIL  iZSS® 

nearest  dealer  by  calling  II 
I  800  IBM-2468,  = 
ext.  165.  = 
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SHOULD  EMPLOYERS  BE  FREE 
TO  FIRE  AT  WILL? 

*^Phe  courts  shouldn't  become  pink-slip 
I  police"  (Economic  Viewpoint,  Aug. 
28)  was  one  of  the  best  arguments  for 
organized  labor  that  I've  seen  in  a  long 
time. 

Gary  Becker's  vision  of  the  employer- 
employee  relationship  would  sanction 
the  firing  of  any  worker  who  has  moved 
up  the  pay  scale  to  a  higher  salary  level, 
or  who  has  made  heavy  use  of  the  com- 
pany's health  insurance,  or  who  is  in  any 
way  costing  the  company  more  money 
than  a  new  recruit  would  cost.  His  vision 
is  that  no  law  or  rule  should  stand  in  the 
way  of  that  kind  of  cold-hearted  dedica- 
tion to  the  bottom  line. 

James  W.  Murry 
Montana  State  AFl^Clb 
Helena,  Mont. 

■ read  with  great  interest  Gary 
Becker's  article,  in  which  he  advocates 
a  return  to  the  basic  doctrine  of  employ- 
ment at  will. 

I  find  it  rather  ironic  that  Professor 
Becker  advocates  employment  at  will 
while  he  is  afforded  employment  protec- 
tion by  way  of  employment  contracts 
and  tenure. 

Charles  A.  Rarick 
Associate  Professor  and 
Management  Studies  Director 
Transylvania  University 
Lexington,  Ky. 


INVESTMENT  ISN'T  'FINE' 

—IT'S  DEATHLY  ILL  

*  Investment  is  fine — it's  the  critics  who 
■  are  wrong"  (Economic  Viewpoint, 
Aug.  21)  is  a  selection  of  economic  facts 
assembled  to  play  the  perennial  politi- 
cian's game  of  blaming  the  next  reces- 
sion on  the  Federal  Reserve  Board  rath- 
er than  on  failed  political  policies.  If 
U.  S.  investment  were  really  thriving, 
the  U.  S.  trade  deficit  would  be  $100  bil- 
lion nearer  to  being  balanced  as  foreign- 
ers eagerly  bought  U.  S.  products.  Yet, 
through  chronic  underinvestment,  the 
U.  S.  no  longer  possesses  the  technologi- 
cal superiority  necessary  to  produce  su- 
perior products  and  must,  therefore,  ex- 


port such  raw  materials  as  timber 
petroleum,  and  natural  gas  in  the  mod 
ern-day  equivalent  of  1700s  mercantil 
ism:  The  Recolonization  of  America. 

Yes,  there  has  been  investment  during 
the  1980s — in  an  increasing  oversuppb 
of  office  space  and  shopping  centers,  ii 
oil  rigs  planted  as  close  as  possible  fa 
Yellowstone  National  Park,  and  in  plas 
tics  factories  producing  trash  that  won' 
decompose  for  millennia.  To  ignore  thesi 
problems  and  blame  Fed  policy  for 
recession  caused  by  lack  of  leadership  r 
guiding  adequate  investment  dollars  int 
productive  uses  is  to  engage  in  economi 
myopia  and  preemptive  damage  contrt 
to  support  a  political  viewpoint. 

Marc  Moschett 
Upper  Black  Eddy,  Pj 

THE  CHAMBER  OF  COMMERCE'S 
STAND  ON  CAPITAL  GAINS 


The  U.  S.  Chamber  of  Commerce  i 
disturbed  by  the  Capital  Wrapup  co 
umn  in  your  Washington  Outloo 
("Now,  about  those  defense  savings  yo 
were  expecting  . . .,"  Sept.  4).  In  the  itei 
on  taxes,  you  claim  that  major  busines 
associations  such  as  the  Chamber  ( 
Commerce  have  remained  on  the  sidi 
lines  during  the  debate  over  a  capita 
gains  tax-rate  reduction.  In  fact,  a  r 
duction  in  the  capital-gains  tax  rate 
the  Chamber's  major  tax-policv  initiati\ 
for  1989. 

Richard  W.  Rah 
Vice-President,  Chief  Economii  t 
U.  S.  Chamber  of  Commen  ; 

Washingtc  i 

WHY  BUSINESS  GETS 
A  'D'  FOR  INNOVATION 

Gene  Koretz'  article  berates  Co: 
rate  America  for  "talking  a  be' 
R&D  game  than  it  plays."  Rather  thi 
criticize  the  executive  suite  or  ce 
industry  sectors,  it  would  be  better 
understand  the  shortcomings  of  our  o 
porate  systems  and  why  we  have 
problem  ("Business  talks  a  better  Ri 
game  than  it  plavs,"  Economic  Trem 
Aug.  21). 

By  and  large,  CEOs  come  from  man 
facturing,  finance,  or  sales/marketii 
backgrounds  and  not  from  research 
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What's  a  laser  printer 
without  laser  printing  paper? 


aser  printers  caii  produce  text  so 
it  looks  typeset  to  all  but  the 
[led  eye. 

rouble  is,  ordinary  copier  paper 
t  give  you  all  the  sharpness  your 
iter's  capable  of  delivering. 
0  Hammermill  engineered  laser 
iting  paper— paper  with  the 
optionally  hard,  exceptionally 


smooth  surfece  that's  needed  to 
optimize  print  resolution.  And  users 
are  telling  us  we've  hit  a  home  run. 

Hammermill's  a  recog- 
nized leader  in  introducing 
new  papers  for  business. 

We  work  directly 


1 

^  PAPE( 
1 

IS® 

nology  moving  just  as  last  as  copying 
and  printing  technology  That's  why 
our  papers  excel  at  helping  sophisti- 
cated equipment  like  laser 
printers  deliver  all  the  per- 
formance you  buy  them  for. 


.  Hammermill.  State-of- 
with  manufecturers  to  Where  America  the-art  papers  for  state-of- 
keep  our  paper  tech-  COnductS  its  buslneSS.  the-art,  machines. 


International  Paper  Cumpany 


INTERN  ATIONALMMPAPER 


Fedei-al  Express  has  long  been  the 
best  v/ay  to  ship  your  packages  over 
here. 

And  now  we're  also  the  best  way 
to  ship  your  packages  over  there.  Tb 
Europe.  Mi.  Just  about  anywhere. 

Because  eve  just  acquired  even 
more  overseas  experience,  overseas 
routes  and  overseas  know-how. 

How? 


By  acquiring 
the  pioneer  of 
overseas  delivery. 

Flying  Tigers. 
And  that  makes 
Federal  Express 
the  largest,  most  experienced 
international  air  express  company 
in  the  free  world. 

By  far 


Just  one  phone  call  to  Fede 
Express  and  you'll  be  talking 
somebody  who's  flown  more 
of  overseas  freight  and  more 
than  anybody. 


shipping  your  package 
a  air  express  company  that 
►re  planes,  flying  to  more 
ational  destinations,  than 

our  thousands  of  local 
l1  Express  employees  help 
ackage  fly  through  customs 
othly  as  it  flies  through  the  air. 


In  fact,  from  now  on,  you  can 
ship  virtually  any  size  package  to 
any  major  countr>'  in  the  free 
world.  And  be  confident  it'll  get 
there— to  the  next  country  or  the 
next  continent. 

So  whether  it's  going  over  here 
or  over  there,  ship  it  with  the  com- 
pany that's  got  it  over  everyone. 


TheBestWay 
TbShipItOverlTiere. 


product/business  development.  They  sel- 
dom view  technology  as  a  peer  to  manu- 
facturing and  sales  in  setting  the  future 
direction  of  their  companies.  Until  they 
do,  they  cannot  be  innovators  or  profit 
leaders  in  their  industries.  Every  air- 
plane, car,  hybrid  fruit  or  vegetable, 
computer,  etc.,  is  a  result  of  successful 
technology  innovation — and  unless  that 
innovation  is  part  of  company  strategy, 
a  corporation  will  not  be  a  leader. 

J.  L.  Firkins 
Industrial  Projects  Director 
Research  and  Development 
A.  E.  Staley  Manufacturing  Co. 

Decatur,  111. 

A  SMALLER 

CATTLE  DRIVE  TO  JAPAN  

*^J|ead  'em  up,  move  'em  out — to  Ja- 
^Tipan"  (Industries,  Aug.  21)  appears 
to  be  in  error  concerning  the  quantity  of 
beef  exported  to  Asia.  The  article  states 
that  "some  of  U.  S.  beef  went  to  Asia 
last  year,  up  from  3%  in  1987  . . . ." 

Total  U.S.  exports  of  beef  in  1988 
were  679.8  million  pounds  (carcass- 
weight  equivalent),  equal  to  Z7'  of  U.  S. 
production.  Exports  to  Japan,  the  princi- 
pal Asian  buyer,  amounted  to  501.2  mil- 


lion pounds — 2.2%  of  U.  S.  production. 

The  potential  for  further  growth  in 
U.  S.  beef  exports  to  Japan  is  favorable, 
but  the  article  substantially  exaggerates 
present  export  volume. 

Gene  Futrell 
Economics  Professor 
Iowa  State  University 
Ames,  Iowa 

Editor's  note:  The  figures  in  the  story 
should  have  referred  to  Monfort  Inc.  's, 
not  total  U.  S.,  exports. 

ARMENDARIS  RANCH: 

HOW  MUCH  POTENTIAL?  

Your  article  about  Oppenheimer  In- 
dustries' Armendaris  Ranch  in  New 
Mexico  was  inaccurate  and  distorted, 
particularly  the  implication  that  manage- 
ment has  not  fully  and  openly  communi- 
cated with  our  shareholders  or  the  pub- 
lic ("Shangri-La  or  sun-baked 
wasteland?"  Finance,  Aug.  7). 

The  truth  is  that  today's  Armendaris 
Ranch  is  neither  paradise  nor  wasteland, 
but  a  major  property  with  tremendous 
potential  for  development.  Your  failure 
to  mention  sunny  weather,  unpolluted 
air,  great  water  sports  enjoyed  by 


2,000,000  visitors  annually,  and  the  rec 
ognition  accorded  the  high-quality  win' 
grown  in  the  area  lends  greatly  to  th' 
negative  distortion  in  the  article. 

Your  statements  that  "much  of  th 
lakefront  may  simply  be  off-limits  to  fi 
ture  developers"  and  that  Oppenheime 
lacks  water  rights  are  inaccurate.  Exis' 
ing  water  rights  are  adequate  for  initis 
development,  and  the  corporation  has  aj 
plied  for  additional  water  rights. 

One  fact  you  did  report  correctly:  Ou 
company's  founder  wanted  no  part 
get-rich-quick  land  promotion.  Neithe 
do  his  successors.  The  ranch  is  for  sal 
because  the  company  alone  can't  affor 
to  develop  the  high-quality  resort  an 
retirement  center  the  site  can  support. 

William  R.  Ba 
Chairma 

Oppenheimer  Industries  Im 
Kansas  City,  M( 

Editor's  note:  Bl'SINESS  WEEK  stands  b 
its  story. 


Letters  to  the  Editor  should  be  sent  to  Reade 
Report,  Busjness  W/eek,  1221  Avenue  of  the  Ame 
cas.  New  York,  N.  Y.  10020.  Fax:  (212)  512-687 
Telex:  12-7960,  Intl.  4998204.  All  letters  must 
elude  an  address  and  daytime  and  evening  tel 
phone  numbers.  We  reserve  the  right  to  edit  lette 
for  clanty  and  space. 


GE  PROUDLY 
PRESENTS  A  NEW 
SERIES  THAT  TOOK  26 
LIFETIMES  TO  CREATE. 


INTRODUCING  "PERSONAL  DIARY"  ON  BUCK  ENTERTAINMENT  TV. 


I  hanks  to  ihc  lifcwork  of  2(i 
black  men  and  women,  "Personal 
Diary"  was  uiade  po.ssihle.  Because 
this  series  wa;:  created  to  highlight 
their  distinguished  {  a  rears. 

From  four-star  geiirrals  to  prize 
winning  playwrights  (<>  political 
leaders.  Eacfi  week      i  sonal 
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Diary"  will  profile  someone  new, 
someone  w  ho's  made  a  real  dif- 
ference. 

So  watch  for  "Personal  Diary" 
on  BET.  It's  a  series  that  comes 
along  tnaybe  once  in  26 
lifetimes. 

Ciheck  cable  guicie  for  listing. 


l/l/e  bring  good  things  to  life 


Here's  all  you  need  to  know  about 

laser  printers. 


It's  really  quite  simple.  Just  look  for  this  symbol  on  printers  that  include  PostScript  "software 
from  Adobe  Systems;  it's  your  guarantee  of  quality  and  compatibility.  And  call  1  -800-952-6300 
(Dept.  1 72)  for  a  complete  listing  of  PostScript  laser  printers,  typesetters  and  other  computer 
equipment.  Then  you'll  really  know  it  all. 


PostScript  and  the  PostScript  logo  are  registered  trademarks  of  Adobe  Systems  Incorporated  in  the  U.S.A.  £1989  Adobe  Systems  Incorporated.  All  rights  reserved 
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new  Audi  V8.  For  a  closer  look,  call  1-800-FOR-AUDL  ^udi) 

The  Alternate  Route. 


THE  S&L 

INSURANCE  MESS: 
HOW  DID  IT  HAPPEN? 


EDWARD  J.  KANE 


INSURANCE 

MESS 


How  Did 

it  Happen?  ]y{^,g^  READING  FOR 
anyone  who  wants  to  un- 
derstand why  the  Bush  initiated  bail-out  does 
not  solve  the  S&L  problem.  The  root  cause  was 
government  failure  to  force  troubled  institu- 
tions to  recapitalize  before  stockholder  or 
mutual  capital  was  exhausted.  The  recent 
bailout  perpetuates  this  failure.  Even  though 
the  price  of  the  bailout  equals  half  the  defense 
budget,  it  will  not  do  the  job  and  the  tax- 
payer's bill  will  continue  to  rise. 

Edward  J.  Kane  is  Everett  Reese  Professor 
of  Banking  and  Monetary  Economics  at  The 
Ohio  State  University.  He  is  a  frequent 
consultant  to  congressional  committees  on 
financial  industry  issues,  is  a  charter  member 
of  the  Shadow  Financial  Regulatory  Com- 
mittee, and  has  held  positions  at  the  Federal 
Home  Loan  Bank  Board,  the  Federal  Deposit 
Insurance  Corporation  (FDIC),  and  various 
elements  of  the  Federal  Reserve  System. 

SEPTEMBER  1989,  20(1  PAGES 
Cl,(nn,  0  K77ti6  469  2    $1K  9F, 


THE  URBAN  INSTITUTE  PRESS 


Distributed  by  National  Book  Network 
4720  Boston  Way  •  Lanham,  Maryland  20706 
(301)459-8696 


FIGHT 
HEART 
DISEASE. 


Suppcfrt 
the  American 
.Diabetes 
Associatm. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  Si  )  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time. 


)me^ 


INSIDE  JOB:  THE  LOOTING  OF  AMERICA'S  SAVINGS  AND  LOANS 

Stephen  Pizzo,  Mary  Fricker,  and  Paul  Muolo 
McGraw-Hill.  443pp  •  $19,95 


SEX,  LIES,  AND 
SAVINGS  AND  LOANS 


Some  words  are  paired  so  often 
that  they  come  to  seem  insepara- 
ble, such  as  "failing  thrift."  This 
headline  coupling,  usually  appearing 
with  "bailout,"  prepares  you  to  yawn 
over  another  analysis  of  the  savings  and 
loan  crisis.  But  the  stories  behind  the 
tired  wording  are  far  from  boring.  The 
tale  of  the  industry's  decline,  as  told  in 
Inside  Job:  The  Looting  of  America  's 
Savings  and  Loans,  is  richly  textured 
and  suspenseful,  studded  with  enough 
murder,  arson,  bribery,  and  sex  that  you 
won't  want  to  wait  for  the  movie. 
The  authors  didn't  have  to  sensational- 


giving  thrifts  great  leeway  in  attractil 
deposits  and  making  loans.  But  it  tol 
more  than  the  financial  environment  \ 
make  this  kind  of  money  disappear, 
strength  of  Inside  Job  is  that  it  sho^ 
how  personalities  and  circumstanc 
converged  to  make  the  looting  possib| 

The  late  Shenker,  Jimmy  Hoffa's 
torney,  got  involved  with  thrifts  afl| 
the  Labor  Dept.  in  1983  crimped  his 
cess  to  the  Teamsters'  Central  Stall 
Pension  Fund.  (Its  largest  single  Ic 
was  to  Shenker,  according  to  the  Pre 
dent's  1986  Commission  on  Organi? 
Crime.)  When  Shenker's  union  cash 


ize.  Their  thorough  research  into  bank 
and  court  documents,  and  interviews 
with  Justice  Dept.  officials  and  suspects, 
turned  up  plenty  of  material.  Along  with 
such  names  as  Morris  Shenker  and  Jilly 
Rizzo,  the  actors  include  an  amazing  as- 
sortment of  politicians,  homebuilders, 
high  rollers,  hit  men,  and  hookers.  All, 
the  authors  maintain,  had  a  hand  in  the 
downfall  of  the  nation's  thrifts. 

How  did  this  homey  American  indus- 
try sink  into  a  mess  that  will  cost  tax- 
payers at  least  $1.50  billion,  and  maybe 
double  that,  to  clean  up?  Stephen  Pizzo, 
Mary  Fricker,  and  Paul  Muolo  acknowl- 
edge that  the  stage  was  set  by  basic 
economic  changes  such  as  rising  infla- 
tion. They  also  blame  Washington  for 


cut  off  and  his  debts  piled  up,  he  joii  s 
forces  with  a  high-rolling  customer 
his   Dunes  casino,   Charles  Bazaril 
who,  the  authors  write,  was  "buyif 
stock  in  S&Ls  as  a  way  to  meet  lende: 
It  was  the  beginning  of  a  bounti 
friendship.   Bazarian  bought  9.9% 
suburban  Detroit's  Bloomfield  Sa' 
&  Loan  for  a  reported  $731,000 
April,   1985.  Two  weeks  later,  b; 
records  show,  the  thrift  approved  a 
million  loan  for  Bazarian,  though 
legal  limit  was  $3.5  million.  Accordin 
court  records,  Shenker  got  a  finder's 
for  taking  Bazarian  to  Bloomfield. 
er,  regulators  found  that  much  of 
collateral  had  been  overappraised 
pledged  for  other  loans,  and  in  Ij 
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AESr  computers 
mean  faster  recoveries  at  Rush-Presbyterian 
St.  Luke's  Medical  Center 


Front  to  back: 

Leo  Henikoff  M.D.,  President, 
Rush-Presbyterian-St.  Luke  's  Medical  Center 


Bill  miman. 

Assistant  Vice  President  of  Administrative  AffatrSi 
Rusb-Presbyterian-St.  Lukes  Medical  Center 


Dan  Byers, 

ATC-r  Data  Sales  Executive 


Chicago,  Illinois 
May  4, 1989 


jsh  didn't  want  to  just  survive  cost-cutting  in  the  healthcare 
dustry.  They  wanted  to  flourish.  So  to  help  them  compete 
^tter,  and  treat  their  patients  better,  AT&T  prescribed  a  distrib- 
ednetwori<edcomputingsoiution.  Rush's  Leo  Henikoff,  M,D 
id  Bill  Wellman,  and  AT&T's  Dan  Byers  review  the  hospital's 
■w  Patient  Care  Information  Network, 

Rush:  You  know^  it's  been  a  tough  time 
)r  hospitals.  But  even  though  10  in  Chicago 
ave  closed,  we're  doing  well.  Especially  with 
le  new  system. 

AT&T:  Now  that  your  information  barri- 
rs  are  gone. 

Rush:  That's  right.  Before,  no  one  was 
^ally  linked  up.  Our  doctors  couldn't  access 
linical  data  and  pharmacology  on  the  same 
■rminal.  To  make  matters  worse,  some  depart- 
lents  were  actually  duplicating  data  entry 

AT&T:  But  now  many  of  your  depart- 
lents  are  networked.  And  not  just  those 
iroughout  your  campus— but  all  over  the 
hicago  area. 

Rush:  It's  easier  too,  since  it's  one  system 
ow  Our  AT&T  3B2  Computers  make  great 
le  servers  to  our  mainframes.  And  with  your 
386  WGS  desktops  at  the  nursing  stations, 
ata  is  right  at  the  end  of  a  light  pen.  In  fact, 
ur  residents  say  they're  saving  hours  in  run- 
round  time. 

AT&T:  Don't  forget  about  the  AT&T 
tarLAN  and  StarGROUP  network  that  links 
our  Compaq  and  IBM  PCs  with  the  ATcScT 
VGS  computers. 

Rush:  Sure.  Plus  the  AT&T  ISN  is  the  heart 


of  our  network.  It  links  an  IBM  3083  for 
accounting,  a  VAXcluster  for  lab  tests,  a 
Tlindem  host  for  pharmacy  records,  and 
3B2's.  And  because  we 
move  around  so  much, 
the  ISN  and  AT&T 
SYSTIMAX  PDS  let  us 
plug  displays  or  PCs 
into  any  jack. 

AT&T:  So,  do  you 
think  another  solution 
would  have  had  the 
.same  value? 

Rush:  Not  really 
There  are  viable  alter- 
natives out  there.  But 
ATcS:T  is  the  inost  cost 
effective.  Other  ven- 
dors aren't  really  one- 
stop- shops  either.  You 
helped  us  integrate  a 
very  complex  group 
of  sv'stems,  trained  us, 
plus  \'ou're  always 
there  for  us.  Now  and 
when  we  expand, 

AT&T:  What  about 
your  clinical  staffr* 
Have  they  noticed  the 
change? 

Rush:  Without  a 
doubt.  Our  doctors  luid 
nurses  can  now  spend 
much  more  time  with 
patients  since  they  have 
fiLster  access  to  information.  Bottom  line,  we 
feel  good  about  going  with  AT&T. 


The  Rush 
Computer  Solution 

l^tECHAt^NGETJ 

To  help  reduce  the  hospital's  operating 
costs  and  enhance  healthcare  quality  To 
create  a  distributed  networked  comput- 
ing solution  that  eliminates  obstacles 
within  the  Medical  Center's  information 
system  and  connect  departments  on 
campus  and  throughout  the  greater 
Chicago  area. 

[^HESOUmONj 

An  AT&T  Integrated  Campus  Network  in 
which  an  AT&T  Information  Systems  Net- 
work and  AT&T  SYSTIMAX™  Premises 
Distribution  System  support  3,500  doc- 
tors, nurses  and  other  health  profession- 
als. AT&T  StarLAN  and  StarGROUP™  link 
PCs  from  other  manufacturers  to  AT&T. 
AT&T  3B2  Computers  act  as  file  servers  to 
mainframes.  AT&T  6386  WorkGroup  Sys- 
tems are  high-performance  desktop  com- 
puters within  the  hospital  and  are  file 

servers  for  StarLAN.  

riHERESULTS:""! 

Doctors  and  nurses  have  patient  clinical 
information  on-line  for  instant  access,  so 
they  can  spend  more  time  with  their 
patients.  Costs  have  been  reduced.  And 
Rush  is  maintaining  its  national  reputation 
as  a  leading  healthcare  provider. 
Call  your  AT&T  Account  Executive,  AT&T 
Authorized  Value-Added  Reseller,  or  1 800 
247-1212,  Ext.  529. 

Your  Computing  Systems 
and  Networking 
Solutions  Company 


\AXcluMcr  IS  J  trademark  of  Digital  Equipment  Corp  IBM  i>  a  registered  ir.idemjrk  nl  Internjiional  Business  Machines  (.orp 
Tandem  us  a  registered  trademark  ol  Tandem  eomputers.  Inc  Compaq  is  a  reguMered  trademark  of  Compaq  (  ompuierl  nqi  MarGROL'P  and  SWriMAX  are  iradeniarkvol  AT&T  ©IVK'MIa 


AT&T 

Computer  Systems 


PRESERVATION 

PLAN  ON  IT 


BELLE  GROVE,  MIDDLETCWN,  VA  A  NATIONAL  TRUST  PftOPERTY 


Planning  on  restoring  a  house,  saving  a  land- 
mark, reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a  wealth  of 
experience  and  help  preserve  our  historic  and 
architectural  heritage,  loin  the  National  Trust 
for  Historic  Preservation  and  support  preserva- 
tion efforts  in  your  community. 
Make  preservation  a  blueprint  for  the  future. 

Write.- 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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1988  they  took  control  of  Bloomfiel 

The  ploy  was  just  about  foolpro 
and,  with  some  variations,  it  was  dup 
cated  at  thrifts  across  the  country, 
an  "investor"  had  to  do  was  find  a  thr 
or  small  bank  anxious  to  grow,  th 
match  it  up  with  a  deposit  broker.  T 
thrift  would  jack  rates  up  a  point  or 
and  the  broker's  ads  would  bring  in 
flood  of  money  for  certificates  of  dep 
it.  The  S&L  could  afford  to  pay  ext 
because  it  would  soon  be  putting  t' 
money  to  work,  lending  it  to  a  compa 
controlled,  openly  or  otherwise,  by 
new  part-owner.  Such  loans  might 
secured  by  a  new  office  or  condominiu 
complex,  to  be  appraised  at,  say,  $ 
lion.  No  problem  if  the  building  is  wor 
only  $1  million:  Pay  an  appraiser  a  sm 
fortune,  and  he'll  go  along. 

Part  of  the  proceeds,  of  course,  we 
into  throwing  together  the  tacky  str 
tures  promised  as  collateral.  (Such  pr 
erties  explain  much  of  the  building  gli 
in  the  Southwest.)  Borrowers  might  u[ 
another  portion  to  buy  stock  in  still  mol 
thrifts.  The  rest  went  for  outrageoj 
living.  One  example:  At  a  party  thro\j 
by  the  chairman  of  one  Texas  thrift  inl 
Las  Vegas  penthouse,  the  entertainmej 
included  sexual  high  jinks.  Another  Si 
executive,  who  loved  cars,  had  his  thrj 
buy  a  Rolls-Royce  dealership. 

Where  were  the  regulators?  Accoi 
ing  to  the  authors,  they  were  essentia^ 
told  not  to  do  their  jobs,  either  by  Dc 
aid  Regan  and  others  in  the  laissez-faij 
White  House  or  by  lav/makers  allif 
with  the  thrifts.  Some  examiners  we| 
hired  away  or  scared  off.  When  Fedei 
Savings  &  Loan  Insurance  Corp.  sta| 
ers  took  over  one  California  thrift 
1986,  they  had  received  so  many  thres 
that  they  brought  FBI  agents  along. 

Pizzo  and  Fricker,  who  worked 
California's  Russiai^  River  News,  begl 
following  s&Ls  when  a  tiny  local  thri 
Centennial  Savings  &  Loan  in  GuerJ 
ville,  suddenly  turned  into  a  huge  c(j 
struction  conglomerate  run  by  a  forrrj 
California  S&L  regulator.  In  32  montJ 
Centennial  grew  1,000%.  When  the  fel 
cracked  down  in  1987,  they  found  80%- 
its  deposits  in  high-cost  brokered  fun 
and  36%  of  its  loans  in  high-risk  develd 
ment  ventures  owned  by  Centennial  sif 
sidiaries.  They  also  found  a  Europe! 
chef  on  the  thrift's  payroll  and  gold-pl[ 
ed  fixtures  in  a  former  teller's  showe 

The  authors  suggest  that  the  lootij 
of  the  thrifts  may  have  been  one  gra 
conspiracy.  That's  possible,  but  it's  md 
likely  that  it  was  a  series  of  copy(| 
crimes.  Either  way,  one  is  dumbfounc 
that  the  system  made  it  so  easy. 

BY  RICHARD  F.  JANSS| 
Senior  Editor-  Janssen  oversees  BW  cov 
age  of  banks  and  thrifts. 


:railer,  it's  delivering  shipments  down  the  highway. 

The  RoadRailer®  has  both  conventional  tires 
ind  retractable  metal  rail  wheels.  With  the  push 
Df  a  lever,  it  takes  to  the  tracks  as  readily  as  it 
:ook  to  the  road. 

Norfolk  Southern's  Triple  Crown®  Service 


combines  the  flexibility  of  trucking  with  the 
efficiency  of  rail.  Goods  arrive  just  when  they're 
needed,  lb  keep  them  safe  and  sound,  they  ride 
on  a  cushion  of  air.  Shippers  receive  a  convenient 
single  bill. 

lb  talk  to  the  professionals  who  deliver  this 
service,  just  make  tracks  to  the  nearest  Norfolk 
Southern  sales  office. 


Making  New  Tracks 


i  1989,  Norfolk  Southern  Corporation,  Three  Commerci 
iorfatk  and  Western  Railway  Company,  Southern  Kaili 


Norfolk,  VA  23510-2191. 

ly,  and  North  American  Van  Lines,  Inc.  are  subsidiaries  of  Norfolk  Southern  Corpordtiouj 


'riple  Crown  Services,  Inc.  is  a  subsidiary  of  Norfolk  SoutherkfjOfporation.  RoadRailer"  Is  a  registered  trademark  of  Chamberlain  of  Connecltcuf^Inc.for. 
he  transportation  equipment  used  and  certain  related  terminiif^itvices.  , 


We  get  paid  for  results. 


owcome  no  ooiipany 
as  ever  used  this  slc^an? 

ven  the  fact  that  results  are  what  business  is  all  about,  isn't  it 
I  little  ironic  that  no  company  has  ever  associated  itself  with  the 
ment  to  the  left?  It  is,  however,  understandable, 
ter  all,  if  there  ever  was  a  double-edged  slogan,  this  is  it. 
r,  once  you  promise  results,  you  had  better  be  prepared  to  deliver, 
dged,  and  be  held  accountable  for  them, 
the  CIGNA  companies,  we  operate  on  a  simple  principle: 
Its  come  to  us  for  results. 

id  the  reason  they  keep  coming  back  is  because  we  give  them 
money's  worth. 

'  accepting  that  responsibility,  we  have  become  a  leader  in  many 
?.  Business  insurance.  Employee  benefits.  Managed  health  care, 
ion  and  investment  management. 

om  now  on,  you'll  see  the  words— we  get  paid  for  results— next 
ir  logo.  Not  as  a  window  dressing.  But  rather  because  they  are 
essence  of  who  we  are  and  what  we  do. 

I  learn  more,  write  One  Liberty  Place,  Dept.  RA,  Phila.,  PA  19103. 
use,  if  you're  not  paying  for  results,  what  are  you  paying  for? 


conomic  Viewpoint 


IF  COLLEGES  ARE 
FIXING  PRICES, 
IT'S  A  JOB 
FOR  ANTITRUST 


lARY  S-  BECKER 


There  is  no  good  reason  why 
private  universities 
should  continue  their 
traditional  exemption  from 
mititrust  laws.  The  Justice 
Dept.  now  sees  that — and  it's 
looking  into  possible  collusion 
by  the  best  schools  to  rig 
fees  and  scholarships 


S  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  U^'VERSl"^  OF  CrC^GC 


The  Justice  Dept.  recently  asked 
about  20  elite  private  colleges  and 
universities  for  information  on 
their  tuition  and  financial  aid.  Apparent- 
ly, this  is  part  of  a  broad  investigation 
into  possible  collusion  by  the  best 
schools  to  rig  fees  and  scholarships.  If 
the  fewer  than  50  schools  that  compete 
for  the  top  students  (including  the  Uni- 
versity of  Chicago  where  I  teach)  have 
succeeded  in  raising  their  tuition  and  in 
limiting  scholarships,  this  would  consti- 
tute an  anticompetitive  practice  akin  to 
price-fixing  agreements  by  companies. 

During  the  past  decade,  the  courts 
have  struck  down  various  collusive  ar- 
rangements among  hospitals,  doctors, 
and  lawyers.  The  government  is  heading 
in  the  right  direction,  for  there  is  no 
good  reason  why  nonprofit  organiza- 
tions such  as  universities  and  hospitals, 
or  professionals  such  as  doctors  and  law- 
yers, should  continue  then-  ti*aditional 
exemption  from  antiti'ust  laws.  These 
groups,  as  well  as  profit-making  compa- 
nies, are  tempted  to  raise  revenues  and 
cut  costs  through  agreements  to  limit 
competition. 

Companies  often  allege  that  price  fix- 
ing is  necessary  to  prevent  ""ruinous" 
competition,  without  defining  what  that 
means  or  why  it  is  bad.  Nonprofit  orga- 
nizations and  professional  groups  defend 
their  actions  with  several  variations  on 
this  theme.  They  claim  they  need  to 
avoid  bidding  wax's,  that  students  and 
clients  should  choose  on  the  basis  of 
quality  of  ser\ice  alone,  and  that  limited 
scholai-ships  for  the  best  students  and 
higher  fees  for  wealthy  clients  help 
make  funds  available  to  the  needy. 

These  defenses  are  as  shallow  and  fal- 
lacious as  those  advanced  by  companies. 
A  ""bidding  war"  is  just  a  euphemism  for 
competition — for  top  students,  patients, 
or  car  buyei-s.  In  particular,  competitive 
bidding  by  schools  helps  ensure  that  stu- 
dents are  not  shortchanged  and  do  not 
have  to  pay  more  for  a  college  education 
than  is  warranted. 

COMPARISON  SHOPPING.  Xor  is  there  a 
good  reason  why  students  should  choose 
schools  on  academic  quality  alone,  with- 
out regard  to  scholai*ships  and  tuition.  If 
Harvard  University  offers  twice  the  edu- 
cation quality  of  another  univei-sity  but 
charges  four  times  as  much,  a  student 
may  sensibly  decide  to  attend  the  cheap- 
er school.  After  all.  many  students  wise- 
ly choose  state  univei'sities  over  better 
private  univei-sities  because  subsidized 
state  schools  are  much  cheaper. 

It  is  as  prudent  to  take  account  of  cost 
in  choosing  among  colleges,  hospitals, 
doctors,  and  lawyers  as  to  consider 
wages  in  choosing  a  job  or  price  in 
choosing  a  home.  I  never  regretted  my 
attention  to  finances  as  well  as  academic 


quality  when  many  years  ago  I  turr 
down  a  graduate  fellowship  from 
elite  school  in  the  Northeast  partly 
cause  the  University-  of  Chicago  offer 
more  money. 

It  doesn't  seem  fair  to  force  studeij 
who  are  in  gi-eatest  demand  to  bear 
burden  of  financing  the  aid  to  other 
plicants.  These  funds  should  come  fr(j 
general  tuition  revenue  contributed 
all  students,  government  loans  al 
grants,  and  donations,  not  from  a  c\ 
spiracy  to  prevent  competition  for 
ablest  students. 

Faculty  and  deans  who  defend 
practice  of  limiting  com.petition  for 
dents  would  complain  loudly  about 
agi-eement  among  schools  not  to  cc 
pete  for  their  professional  serWces 
that  they  could  choose  where  to  wc 
solely  on  the  basis  of  academic  quali] 
There  would  be  no  end  to  the  meetir 
and  petitions  to  protest  against  si 
'"unfair"  practices.  Indeed,  these 
tests  may  soon  begin,  for  Justice  app 
ently  is  also  checking  into  whether 
top  schools  collude  to  reduce  competit 
for  faculty. 
HiGHFALUTiN  NONSENSE.  Any  efforts 
the  prestigious  colleges  and  universit] 
to  rig  tuition,  scholarships,  and  fact 
salaries  seem  innocent  compared 
the  National  Collegiate  Athletics  Assil 
blatant  restrictions  on  aid  to  student ; 
letes  and  the  severe  punishments  me'j 
out  to  offending  schools.  These  are 
fended  by  the  same  kind  of  self-ser^ij 
highfalutin  nonsense  that  supports 
forts  to  limit  competition  for  good 
dents — athletes  should  consider  tl 
education  without  regard  to  the  aid 
get.  a  lot  of  money  is  bad  for  yoi 
people,  and  scholai-ships  to  football 
basketball  playei-s  must  be  kept  down 
order  to  subsidize  low^-revenue  spc 
like  lacrosse  and  track. 

If  the  current  investigation  by  Jus^ 
is  an  indication  that  the  government 
stopped  exempting  colleges  from  a| 
trust  laws,  how  can  it  avoid  prosecut 
the  XCAA  for  its  systematic  and  succ^ 
ful  efforts  to  reduce  competition  for 
dent  athletes  by  almost  800  mem| 
schools?  A  few  years  ago.  the  U.  S. 
preme  Court  established  a  precedent] 
striking  down  the  NC.\-\'s  regulatior 
televised  college  football  and  basket^ 
games. 

Antiti'ust  policy  has  wisely  shil 
away  from  a  concern  with  business  J 
toward  price-fLxing  and  related  conspj 
cies  to  reduce  competition.  No  one 
advanced  persuasive  reasons  why  a| 
competitive  practices  by  univereities 
other  nonprofit  organizations  shouldl 
excluded,  and  there  are  good  reasi 
why  they  should  be  subject  to  the  a| 
trust  laws. 
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ECONOMIC  VIEV\(1 


I  acquired  the  painting  of  my  dreams. 
Only  to  discover  it  was  a  brilliant  forgery. 


I  bought  stocks  like  they  were  going  out  of  style. 

And  they  were. 


1  married  for  love. 
Then  found  I  was  being  married  for  money. 


I  bought  myself  a  Waterman. 


There  are  some  decisions  one  never  lives  to  regret. 


Pe>is  write.  A  Waterman  pen  expresses.  For  more  than  a  century,  this  distinction  has  remained  constant.  The 
reation  shown  here,  for  example,  has  been  crafted  from  sterling  silver,  painstakingly  tooled  and  balanced  to  absolute  precision, 
hose  who  desire  such  an  instrument  of  expression  f)  will  find  Waterman  pens  in  a  breadth  of  styles,  prices  and  lacquers. 


ion  f\  I 

Wa 


ATERMAN 


In  the  heat  of  battle,; 
it's  nice  to  know 


youVe  got  plenty  of 


ammunition. 


Crunch  time  can  hit  at  any  time.  And  when 
it  does,  you  want  to  be  ready. 

Enter  NEC.  We  make  a  line  of  high  quality, 
industry-compatible  personal  computers  that 
can  take  the  heat  off  in  a  hurry.  Portables 
or  desktops,  286-based  or  386-based,  our 
PowerMate®  family  gives  you  the  kind  of  speed, 
memory  and  graphics  capabilities  you  need  to 
tougli  it  out  in  today's  business  environment. 

Add  an  NEC  printer  to 
the  equation  and  you've  got 
yourself  an 
unbeatable 
^  ,j     formula.  Our 

^VAS.X.r.,;:.y.v^^\X 
PowerMac  Portable  Plux     P 1 U  W  r  1 1 C  r  ® 


Pou>erMaleSX  J'lii.s 


(•D  ('(ipyrifiht  IHHfl  NE('  Corp  PowerMatP,  PmwnUr  an'J  Silentwnler  are  rejystered  trademarici  of  NEC  Corp 


CsC 


dot  matrix  printers  and  Silentwriter®  lase 
quality  page  printers  are  legendary  for  their  re 
ability  and  print  quality.  These  are  the  kind  oflta 
workhorses  you  want  pulling  fo 
you  at  bottleneck  time. 

Rest  assure^ 
.£  — t  .    When  you'v 
got    a  $2i 
billion  worl 


Sill -11 1 11  Ti Irr  LC  H'MXL 


Plllimter  PSm) 


leader  in  computers  and  communications  lik 
NEC  on  your  side,  you're  going  to  win  a  1 
more  battles  than 
you  ever  thought 
possible. 


SEC 


WE'RE  MAKING  THINGS  BETTER  FOR  YO^ 


NEr  Infornialion  Systems.  Inr  ,  1414  Maisarhusflts  Avp  ,  Bonboniugh.  MA  01719  1  dOO  NEC  INPO  In  Canada.  1-800-343 


r 


conomic  Trends 


BY  CHRISTOPHER  FARRELL 

IT  lOOKS  AS  II 
OPEC  MAY  HA¥E 
THE  LAST  LAUGH 


Remember  OPEC?  The  oil  cartel  of  the 
1970s  came  close  to  collapse  in  the 
1980s,  sapped  by  Byzantine  politics  and 
powerful  market  forces  that  since  1985 
have  driven  down  oil  prices  an  average 
of  18%  a  year.  And  plunging  prices 
helped  push  U.  S.  inflation  rates  down 
from  more  than  13%  to  some  5%  today. 

But  OPEC  may  soon  stage  a  comeback 
as  it  gains  a  substantial  measure  of  con- 
trol over  both  oil  pricing  and  production 
in  the  1990s.  "Over  the  next  decade,  the 
increase  in  oil  supply  will  come  from 
OPEC,"  says  John  H.  Lichtblau,  president 
of  the  Petroleum  Industry  Research 
Foundation  Inc. 

Demand  for  oil  is  increasing  at  a  2%  to 
2.5%  annual  rate,  on  a  base  of  nearly  52 
million  barrels  per  day,  says  Adam  E. 
Sieminski,  an  oil  analyst  with  Washing- 
ton Analysis  Corp.  He  expects  produc- 
tion to  stagnate  for  the  biggest  non- 
OPEC,  noncommunist  producers.  And 


OUTSIDE  OPEC,  OIL 
PRODUCTION  WILL  STAGNATE 


FREE  WORLD,  FIVE  BIGGEST 
NON-OPEC  Oil  PRODUCERS 


'85     86     '87  '88 
AmiONSOF  BARRELS  PER  DAY 


DAH:  WASHINGTON  ANALYSIS  CORP. 


several  key  countries  face  declining  pro- 
duction by  1992:  The  U.S.,  the  largest 
producer,  should  dip  9%,  Mexico  6%,  and 
Canada  5%.  Altogether,  oil  production 
will  decline  among  the  top  five  noncom- 
munist [H-oducers  from  1989  to  1992 
from  15.1  million  barrels  per  day  to  14.7 
million  barrels; — a  drop  of  2.7%. 

In  the  U.  S.,  oil  companies  have  cut 
back  on  investments  in  mature  produc- 
ing regions,  while  environmental  con- 
cerns and  low  prices  are  blocking  explo- 
ration in  more  remote  territories.  The 


Soviet  Union  and  China,  both  major  oil 
producers,  look  anemic,  too.  Oil  output 
in  the  Soviet  Union  is  expected  to  be 
down  4.8%  by  1990.  Given  the  stagnant 
production  outlook  for  the  rest  of  the 
world,  OPEC's  market  share  will  increase 
from  36%  in  1988  to  43%  in  1992,  says 
Sieminski.  Then,  he  says,  the  question 
will  be  how  far  and  how  fast  oil  prices 
will  rise. 


AS  CEHTRAL  BAHKS  PUT 
OH  THE  BRAKES, 
IHFLATIOH  WILL  SKID  . . 


Central  bankers  are  acting  tough 
these  days,  clamping  down  on  the 
money  supply  to  ward  off  inflation.  The 
consequence,  according  to  economist 
Nancy  R.  Lazar  of  C.  J.  Lawrence,  Mor- 
gan Grenfell  Inc.,  is  that  industrial  pro- 
duction growth  in  the  major  developed 
countries  has  slowed  from  a  recent  peak 
of  7.1^  (year-to-year  percentage  change) 
in  early  1988  to  4.1%  in  July,  1989. 

Central  bankers  are  now  braking  hard 
in  almost  every  major  industrialized 
country,  so  much  so  that  with  the  nota- 
ble exception  of  the  U.  S.,  all  have  "in- 
verted" yield  curves — that  is,  short-term 
interest  rates,  which  are  most  affected 
by  monetary  authorities,  are  higher  than 
long-term  rates.  An  inverted  yield  curve 
signals  future  economic  sluggishness 
and  declining  inflation. 

In  the  U.  S.,  short  rates  are  slightly 
below  long  rates  because  of  recent  eas- 
ing moves  by  the  Federal  Reserve 
Board.  Still,  the  Fed's  tight  lid  on  mon- 
ey-supply growth  since  1986  bodes  well 
for  further  downward  pressure  on  U.  S. 
inflation  in  1990,  says  Lazar.  An  added 
anti-inflation  bonus,  she  notes,  is  the  dol- 
lar's recent  gain,  which  will  keep  import 
prices  in  check.  Further  evidence  that 
inflation  should  moderate  is  the  latest 
National  Association  of  Purchasing  Man- 
agers survey.  Price  declines  were  re- 
corded for  many  purchased  materials,  in- 
cluding metals,  chemicals,  and  natural 
gas.  On  average,  notes  First  Boston 
Corp.  economist  Rosanne  M.  Cahn,  it 
takes  two  years  for  the  N.A.PM  data  to  be 
fully  reflected  in  overall  prices,  but  half 
of  the  effect  comes  within  two  quarters. 


...  BUT  THE  STROHGER 
DOLLAR  MAY  BE 
HEADED  FOR  A  FALL 


The  dollar's  recent  climb  may  not  be 
sustainable,  says  Massachusetts  In- 
stitute of  Technology  economist  Rudiger 
Dornbusch  in  a  paper  presented  at  a  pre- 


Labor  Day  symposium  sponsored  by 
Federal  Reserve  Bank  of  Kansas  C 
Dornbusch  believes  the  dollar's  value 
ten  gets  divorced  from  economic  fun' 
mentals.  Right  now  it's  overvalued, 
his  estimation. 

Among  Dornbusch's  many  argume 
buttressing  an  overvalued-dollar  th^ 
is  that  in  some  U.  S.  industries,  imp- 
prices  are  still  below  their  1980  le 
while  U.  S.  export  prices  are  much  hi 
er.  Then,  too,  he  says  the  conventio 
view  that  wages  in  the  U.  S.  are  bee 
ing  competitive  with  those  in  other 
dustrial  nations  is  too  simplistic.  U| 
wages  may  still  be  too  high  relative 
competitors  because  American  work] 
produce  so  many  commodity-type  goi 
Dornbusch  suggests.  By  contrast,  hii 
paid  West  German  workers,  who  m; 
high-value-added,  upscale  products  s 
as  BMWs  and  Mercedes,  are  competi 
even  when  the  mark  is  expensive  vi: 
vis  the  dollar.  So  the  dollar  must  dec 
even  more  against  the  West  Ger 
mark  before  U.  S.  workers'  goods 
come  more  competitive  international! 

Just  how  overvalued  is  the  dollar?  [ 
currency  relationships  that  matter 
the  U.  S.,  says  Dornbusch,  are  agai 
Europe  and  Japan.  To  get  the  fundam  Iff;^ 
tills  in  balance,  he  estimates  that 
dollar  must  depreciate  by  a  huge  4 
against  both  West  Germany  and  Jaj 
(or  80  yen  to  the  dollar  vs.  a  current  1 
by  the  mid-1990s. 


i 


WHY  THE  FED'S  ■ 
STIHGIHESS  HASH'T  M 
CRIMPED  COHSUMERS  li 


Wondering  why  consumer  spenc 
has  remained  reasonably  robl 
even  while  the  Fed  pursues  a  stiif 
money  policy?  After  all,  dearer  moi 
should  keep  consumers'  hands  outl 
their  pockets,  right?  Not  quite,  acc(j 
ing  to  an  article  in  the  latest  Fede 
Reserve  Bank  of  New  York  Quarte 
Review.  The  money  from  interest 
households  earn  far  exceeds  the  inteij 
they  have  to  pay  because,  on  a  net  ba 
households  are  lenders,  not  debt 
Therefore,  when  interest  rates  rise,  s| 
economist  Richard  Cantor,  consumer^ 
average  are  better  off.  The  portior 
household  assets  that  is  interest-se| 
tive  stood  at  21%  in  1988  compared 
12%  in  1968.  Cantor  estimates  that  a  ; 
tained  three-percentage-point  jumpj 
short-term  interest  rates  raises  afterf 
net-interest  income  by  some  $15  billl 
Of  that  amount,  approximately  $10  [ 
lion  will  be  spent  over  the  followingj 
month  period— boosting  aggregate 
sumption  in  the  economy  by  0.3%. 
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Present  perfect. 


Tanqueray 

A  singular  experience. 


Imported  English  Gin  473%  Alc/Vol  (94.6«),  100%  Grain  Neutral  Spirits. 
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M PORTED 


It's  been  said  many  times  before,  but  the 
world  IS  getting  snnaller  every  day 
A  global  econonny  and  the  instantaneous 
exchange  of  information  worldwide  are 
two  important  reasons  why 

Earth,  Inc. 

For  a  business  to  succeed  in  this  shrinking 
world,  It  has  to  be  everywhere  at  once, 
24  hours  a  day 

Will  a  stock  trade  in  Singapore  at  2  o'clock 
in  the  morning  affect  you  when  you  get  to 
your  desk  at  8  00  a  m  ? 

Will  a  wildcat  strike  in  an  Italian  factory 
affect  your  specifications  for  a  construction 
project  in  Brazil"^ 

Will  the  imminent  announcement  of  a  new 
computer  chip  in  lapan  affect  your  plans 
to  acquire  a  software  company  in 
California'!' 

Will  a  violent  storm  in  the  North  Sea 
today  affect  the  production  schedule  at 
your  refinery  in  Louisiana? 

With  the  world  operating  on  a  common 
information  base,  business  people 
need  timely  answers  to  these  kinds  of 
questions  More  and  more,  they're  turning 
to  McGraw-Hill 

The  smaller  the  world  gets,  the  greater 
the  need  for  our  kind  of 
inform.ation 

McGraw-Hill.  WihJl 
Information  jislS 
that  leads  to  action.   I  ■nil 


.NNESMANN 


My  name  is 

Larry. 
Vly  company's 

name  is 
Vlannesmann. 


lesmann  is  a  company  operating  worldwide 
[22,000  employees  and  total  external 
of  $  11.6  billion. 

^  United  States  we  offer  a  comprehensive 
am  for  mechanical  and  plant 
eering,  for  example  material  handling 
lystems  and  complete  steel-making 
ies.  We  are  a  leading  company  in 
onic  controls  and  computer-interfaced 
3l  systems  for  hydraulic  and  electric  ^ 
i.  And  nobody  offers  a  wider  range 
nputerized  printers  than  Mannesmann. 
)ut  not  least,  we  have  developed 
orld's  highest  performance  premium 
I  connection  for  severe  oil  and  gas  well 
lations  -"HPC". 


In  the  U.S.A.,  Mannesmann 
companies  are  leading  suppliers 
of  technology,  products  and 
services,  dedicated  to  research 
and  development,  manufacturing 
and  marketing  throughout  the 
country.  No  matter  where  the 
customer  -  in  Pennsylvania, 
Texas  or  California  - 
Mannesmann  has  solid 
engineering  background 
to  serve  the  client's  needs  with 
integrated  industrial 
know-how. 


Ill-color  brochure 

tann  In  the  U.S.A.' 

-3S6-923S 

e  New  York  area. 

rkdial 

0040. 


mannesmann  technology  ( 


Lawrence  W.  DeLong 
Vice  President 
and  General  Manager 
Mannesmann  Detnag  Corporation 
Material  Handling  Systems  Div. 

Grand  Rapids,  MI. 


inn  CapHal  Corporation.  450  Park  Avenue,  24lh  Floor,  Ne«  York.  NY  10022,  Phone  (212)-826-0040  Mannasmann  Demag  Corporation,  Solon  OH,  Grand  Rapids  Ml,  8ensen«ille  IL,  Pars.ppany  NJ,  Pittsburgh  PA 

man  Company.  Cincinnali,  OH  The  Re«roth  Corporation.  Bethlehem  PA,  Woosler  OH,  Pneumatics  Division,  Le«inglon  KV  Indramat  Division,  Wood  Dale  IL  Fichtel  S  Sachs  Industries.  Inc.,  Colmar  PA 

I  Company,  Colmar  PA  Sachs  Automotive  Products  Company,  Wesllake  OH  Sachs-Huret,  Inc.,  Deer  Park  NY  Sachs  Oolmar  Division,  Shreveporl  LA  KTI  Kinetics  Technology  International  Corporation,  Monrovia  OA 

1  Automation  Inc.,  Bartlesville  OK  Mannesmann  Tally  Corporation.  Kent  WA  Argo  Instruments.  Inc..  Winchester  \/A  Mannesmann  Pipe  &  Steel  Corporation,  Houston  TX  Mannesmann  OiHield  Tubulars  Corporation.  Houston  TX 
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6  Eastman  Kodak  Company,  1989 


At  Last,  Big 

Digital  Prints 
Tiiat  look  \M 
Tliey  Came 
From  A  Camera, 
Not  A  Computer. 

Photographic-quality,  thermal 
dye  prints  and  transparencies  up 
to  IT'  X  IT'  from  any  computer 
in  about  four  to  six  minutes. 
Call  1 800  445-6325,  Ext  110,  for 
information  on  the  KODAK 
XL  7700  Digital 
Continuous 
Tone  Printer. 


Image  produced 
on  Imaginator"''  II 
Design  Station. 


Electronic  still  photography 
from  Kodak 


BROOKLYN'S  DEATH 


•  •  • 


If  you've  heard  anything  about 
Brooklyn  lately,  it  has  probably  been 
something  bad. 
Summer  was  ushered  in  by  Spike 
Lee's  movie  Do  The  Right  Thing,  a  dra- 
ma about  a  hot  day  in  a  rundown  neigh- 
borhood that  ends  in  a  race  riot  sparked 
by  a  fight  between  black  youths  and  the 
white  owners  of  a  pizza  parlor.  Lee,  the 
writer  and  director,  is  from  Brooklyn. 
The  movie  is  set  there,  and  in  early  sum- 
mer the  press  was  filled  with  comment 
about  the  film's  frightening  closeness  to 
reality  in  one  of  New  York's  most  racial- 
ly troubled  areas.  Then,  in  August, 
Brooklyn  hit  the  front  pages  when  Yu- 
suf  Hawkins,  a  black  16-year-old,  was 
shot  and  killed  by  white  youths  in  the 
mainly  Italian  Bensonhurst  section. 

There  are  undeniable  racial  problems 
in  Brooklyn.  The  borough  is  filled  with 
ethnic  enclaves  that  have  welcomed  mil- 


grants"  is  helping  the  old-timers  restore 
many  of  the  borough's  elegant  brown- 
stones  and  magnificent  public  buildings 
to  their  past  glory.  My  wife  and  I  joined 
this  exodus  from  Manhattan  to  Brooklyn 
nine  years  ago. 

Settled  in  the  17th  century  by  Dutch 
farmers  (who  named  it  Breuckelen), 
Brooklyn  first  boomed  in  the  early  19th 
century,  when  Robert  Fulton's  ferry 
steamers  allowed  land  developers  to 
transform  Brooklyn  Heights  into  one  of 
New  York's  first  suburbs.  The  poet 
Walt  Whitman  grew  up  in  the  Heights 
in  the  1820s  and  later  became  an  editori- 
al writer  at  the  still-mourned  daily 
Brooklyn  Eagle,  which  folded  in  1955. 
Brooklyn  also  grew  into  a  vital  port  and 
industrial  center  that  ranked  third  in 
America  in  population  by  1898,  when  it 
was  incorporated  into  the  City  of  New 
York.  Between  1900  and  1950  the  popula- 


Boerum  Hill  home  in  1965,  this  wh 
area  was  "a  horror  show."  Even  com' 
from  the  notoriously  scruffy  Lower  E" 
Side,  "it  was  definitely  a  step  down," 
recalls.  But  Davis  paid  only  $18,500 
his  house.  Now  painstakingly  restor 
it  would  probably  fetch  more  th 
$400,000,  if  he  wanted  to  sell. 
GIANT  CARP.  The  renovators  have 
spired  a  revival  of  Brooklyn's 
mighty  public  institutions.  The  mag 
cent  buildings  in  Prospect  Park,  whi 
landscape  architects  Frederick  Law  01 
sted  and  Calvert  Vaux  pronounced  su 
rior  to  their  other  masterpiece,  Manh 
tan's  Central  Park,  have  been  restor 
The  adjoining  Brooklyii  Botanic  Gard 
where  I  take  my  6-year-old  daughter 
feed  the  giant  Japanese  carp  bef 
checking  on  the  swan  family  in  Pros" 


ACADEMV  OF  MUSIC 


BOUNICM  GARDEN 


GREENHOUSE  EFFEOt  THE  BROOKLYN  BOTANIC  GARDEN  IS  COMPLETING  A  NEW,  $25  MILUON  CONSERVATORY 


lions  of  immigrants  to  America,  and  resi- 
dents struggle  with  each  other  constant- 
ly, trying  to  maintain  their  identities  and 
old-world  roots.  But  despite  the  terrible 
headlines,  Brooklyn  is  enjoying  some- 
thing of  a  renaissance  these  days. 
YUPPIE  MECCA.  In  the  past  two  decades, 
Brooklyn's  vast  stock  of  affordable 
housing  has  beckoned  many  young  pro- 
fessionals fed  up  with  paying  ridiculous 
rents  for  cramped  Manhattan  apart- 
ments. Today,  this  new  wave  of  "immi- 


tion  more  than  doubled  to  a  high  of  2.7 
million.  (The  1980  census  counted  2.2  mil- 
lion.) Brooklyn  then  declined  because  of 
the  attraction  of  greener,  more  spacious 
suburbs,  the  shift  of  shipping  to  New 
Jersey,  and  the  demise  of  much  New 
York  City  manufacturing. 

Most  of  the  Manhattan  emigres  have 
settled  in  Brooklyn  Heights,  Park  Slope, 
Carroll  Gardens,  and  other  brownstone 
districts.  For  the  early  pioneers,  such  as 
L.  J.  Davis,  a  writer  who  moved  into  his 


Park,  is  completing  a  ne; 
$25  million  conservator. 
Next  door,  the  Brooklo 
Museum,  which  houses  cs 
of  the  world's  great<t 
Egyptian  collections,  s 
also  gearing  up  for  a  k 
building  program.  And  le 
Brooklyn  Academy  of 
sic  has  really  put  Brook  r 
on  the  cultural  map.  H-- 
vey  Lichtenstein,  BA!s 
president  since  1967,  )& 
transformed  the  totter? 
old  theater  into  one  of  e 
world's  preeminent  venis 
for  the  avant  garde  in  e 
performing  arts. 

Lichtenstein  thinks  Brooklyn  instl- 
tions,  including  businesses,  should  fo<fi 
on  providing  "quality  alternatives  o 
what  is  being  done  in  Manhattan."  II- 
lowing  that  strategy  is  Sarah  Greea, 
37,  a  former  Macmillan  Inc.  editor,  vlo 
now  publishes  a  highly  acclaimed  geit 
ic-engineering  manual.  Current  Prc\ 
cols  in  Molecular  Biology,  from 
Park  Slope  brownstone.  She  says 


has  had  "no  trouble"  finding  her  stafJrf 
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Dozens  Of  Corporate  Headquarters 
And  Miles  Of  Wvterfront  Property 
Not  Chicago  Pittsburgh! 


3ig  business  has  found  a  home  in  Pittsburgh.  As 
me  of  the  largest  corporate  headquarters  cities  in 
:he  nation,  we  boast  12  of  the  country's  largest 
ndustrial  firms  and  over  200  foreign-owned  com- 
panies. And  every  year,  those  numbers  grow. 
Grow  with  us.  Not  only  is  our  economic  climate 
for  your  company,  but  our  recreational 


^reat 


climate's  great  for  your  company's  people.  Water 
lovers  can  ski,  boat,  sail  and  fish  while  land 
lovers  stroll  along  city  shores.  And  everyone  will 
enjoy  the  annual  Three  Rivers  Regatta;  a  summer 
festival  combining  land,  sky  and  water  events. 

Find  out  why  Rand  McNally  named  Pittsburgh 
the  Most  Livable  City  in  America.  Leo  Spaeder, 
Manager  of  our  Economic  Development  Depart- 
ment, has  the  whole  story.  Write  to  him  at  Duq- 
uesne  Light  Company,  Pittsburgh,  PA  15279,  or 
call  him  at  1-800-922-GROW  for  details. 

Don't  miss  the  boat!  Discover  today  how  a 
move  to  Pittsburgh  can  benefit  your  business. 

i^^Duquesneli^ 

^  ^   Pittsburgh  has  the  power  to  brighten  your  future 


CALL  1-800-922-GROW 


Duquesne  Light  is  a  privately  owned  electric  utility  servine  Pittsburgh  and  communities  in  southwestern 
Pennsylvania.  If  your  busmess  needs  a  reliable  source  of  energy  now  and  into  the  future,  we  have  it. 
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'hey  will 
njoythe 

Ti 

•uits  of  our 
^search. 


The  year  2010  may  seem  far  off.  But  there  is  one  propheq^  we 
can  make  right  now:  energy  economy,  transportation,  and  envi- 
ronmental protection  issues  will  be  no  less  important  than  they 
are  today. 

As  a  world  leader  in  electrical  engineering,  we  focus  our 
research  and  development  efforts  on  these  areas.  The  results 
have  far-reaching  effects. 

Take  our  ingenious  burners  and  combustion  chambers  for 
fossil  fuels,  for  example.  They  offer  extremely  low 
emission  values  of  pollutants,  and  provide  customers 
with  the  most  modern  power-generation  equipment  for  new  plants, 
or  the  upgrading  of  existing  ones. 

Or  take  ceramic  fuel  cells,  which  convert  the  latent  energy 
potential  of  fuels  directly  into  electrical  power.  Their  use  in  power 
generation  will  lead  to  spectacular  increases  in  efficiency  and  mini- 
mize CO2  emissions. 

Novel  semiconductor  devices  and  power  electronic  systems 
will  play  an  important  part  in  future,  safe,  high-speed,  rail  trans- 
portation systems,  both  in  and  between  major  cities.  And  emission- 
free  electric  vehicles  will  become  a  practical  alternative  to  today  s 
cars  with  internal  combustion  engines. 

The  $1.3  billion  we  invest  annually  in  research  and  develop- 
ment of  this  kind  is  not  only  of  benefit  to  our  customers  in  terms 
of  immediate  results.  It  also  ensures  that  they  will  have  a  business 
partner  at  the  leading  edge  of  electrical  engineering  and  environ- 
mental technologies  20  years  from  now. 

Which  is  when  our  children  will  take  over. 


ASEA  BROWN  BOVERI 
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Gone  are  the  days  of  simply  adding  salespeople  to 
gain  market  share.  With  today's  intense  competitive  pressures, 
each  sales  move  has  to  be  cost  effective  and  flawlessly  executed. 

You  may  not  realize  that  sales  training  can  play 
a  vital  role  as  you  strive  to  balance  nwket  growth  and  company 
profit.  In  fact,  when  you  link  training  to  company  goals,  you  can 
turn  hesitant  footing  into  a  deliberate,  steady  move  forwcird. 

We're  not  talking  about  training  as  a  short-term 
proposition  or  quick  fix.  We're  talking  about  training  as  a  powerful 
process  that's  relevant  to  your  business -and  that  has  pulled 
real  results  for  our  customers.  (Results  we'd  be  happy  to  share 
with  you.  ) 

The  value  in  this  kind  of  training  is  how  it  enhances 
the  effect  of  all  the  other  marketing  tools  you  use.  It  can  dramati- 
cally improve  your  ability  to  seize  new  market  opportunities. 
All  this  makes  training  fair  too  important  to  cut,  or  delegate. 

So  don't  lose  ground.  Ask  your  training  manager 
how  to  use  training  more  strategically.  Or  call  us.  And  step 
confidently  ahead. 


1-800-842-0789  ext.  32 


Learning 

INTERNATIONAL 


'  A  Times  Mirror 
Company 


three  full-time  editors  and  two  consit- 
ing  biologists  in  the  neighborhood. 

Two  other  new  Brooklyn  entref 
neurs,  Stephen  K.  Hindy  and  ThomasI 
Potter,  left  jobs  as  deputy  foreign  edil 
of  Newsday  and  lending  officer  [ 
Chemical  Bank,  respectively,  to  foi 
Brooklyn  Brewery  in  1987.  Their  ri 
dark  Brooklyn  Lager — made,  for 
time  being,  at  a  brewery  in  upstate 
ca,  N.  Y. — recalls  the  pre-Prohibitl 
era.  The  two  men  are  less  surprised  [ 
their  likely  $1  million  in  sales  this  y| 
than  by  the  ardor  with  which  the 
ough  has  embraced  them.  Brookll 
which  still  mourns  the  loss  of  the  Dol 
ers  to  IjOs  Angeles  in  1957,  is  hungry  j 
a  symbol  no  matter  how  modest.  ",r 
are  one  of  the  few  Brooklyn-wide  instu 
tions,"  marvels  Hindy.  '\ 
URBAN  ADVENTURE.  But  Brooklynb 
hardly  one  big  success  story.  Four  if 
gaprojects  that  could  stem  the  detefi(1i- 
tion  of  downtown  Brooklyn  and  creec 


A  new  Brooklyn  Heights , 
building  houses  the  computlt:  ii 
operations  of  both  Morgai! 
Stanley  and  Goldman  Sach 


tens  of  thousands  of  jobs  have  long  b»r 
stalled  by  local  political  opposition  ac 
the  reluctance  of  big  business  to  ric 
cate  to  a  crime-infested  area.  The  cif 
pletion  last  year  in  Brooklyn  Height : 
a  650,000-square-f oot  office  building  ta 
houses  computer  operations  for  Mork 
Stanley  &  Co.  and  Goldman,  Sachs  & 
was  an  exception.  Some  econom 
however,  think  the  decline  is  over. 
Netzer  of  New  York  University 
that  during  the  next  15  to  20  y 
Brooklyn  will  again  grow  as  a  bedri 
community  because  "there  aren't  m| 
other  places  that  people  can  go  witl 
terribly  long  trips." 

As  for  ourselves,  we  think  we  ma^ 
smart  move.  The  1853  house  that 
bought  in   1982  has  12-foot  ceili: 
friezes  of  plaster  flowers,  and  a  b; 
yard  that  is  tiny  but  still  attracts  ha 
We  share  with  many  of  our  racially 
culturally  diverse  neighbors  a  sense 
living  where  we  are  is  an  adventure 
available  in  the  suburbs.  And  the  ne 
borhoods  nearby — Arab,  Latin  An 
can,  Italian — give  the  area  an  old-f 
ioned,  old-world  atmosphere.  It's 
living  in  a  foreign  country. 

BY  STANLEY  R 
Staff  Editor  Reed  is  a  Middle  East  spe 
ist  who  practices  his  Arabic  on  At  la  « 
Avenue. 


I 
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Introducing  a  major  commitment 
from  americivs  n0.1  marketer  of 
finished  lubricants. 


We  know  what  you  want  in  a  lubricants  company 
because  we  asked  you.  And  we  restructured  our 
new  company  around  your  suggestions. 

■  Your  needs  come  first  Our  entire  organiza- 
tion is  structured  to  rapidly  respond  to  you. 

■  The  finest  quality  products.  Our  commitment 
to  quality  is  simple.  We  guarantee  that  every  Texaco 
product  meets  or  exceeds  manufacturer's  specifi- 
cations and  industry  standards.  I  ~Z 

■  Innovative  products  and  services. 

We're  in  the  forefront  of  new  technology  '^■^ 
ahead  of  technical  advances  and  height-  ^ 
ened  expectations.  '^Jt 

■  Advanced  quality  control.  Statistical 
Process  Control  (SPG)  in  our  blending 

plants  assures  consistent,  tight  conform-  WBB 
ance  to  specifications.  I 


■  Rapid,  on-schedule  delivery  We  pledge  to 
deliver  what  you  want,  when  you  want  it. 

■  Experienced,  knowledgeable  customer 
support.  Our  network  of  lubrication  engineers  and 
marketing  professionals  is  backed  by  the  industry's 
finest  laboratory  and  technical  staff. 

■  Computerized  Lubrication  Maintenance. 
Texaco's  copyrighted  Computex-PC  lubrication  and 

■    preventive  maintenance  program  reduces 
rising  maintenance  costs  for  qualified 
^  users. 

See  how  we  can  make  your  world  run 
^       smoother  Contact  a  distributor  of  Texaco 
,  ^     lubricants  or  the  Texaco  Lubricants  Com- 
pany Office  nearest  you. 

[|2        Texaco  Lubricants  Company 

 I     a  Division  of  Texaco  Refining  and  Marketing  Inc. 


WE  MAKE  YOUR  WORLD 
RUN  SMOOTHER. 


Northeast,  (609)273-9200;  Southeast,  (404) 321-4411;  Central,  (918) 560«XX); 
Midwest,  (312)  505-9339;  Southwest,  (214)  717-4440;  Western,  (818)  505  2440 


WE  DID  IT 
AGAIN. 


Siting  the  bullet  is  never  easy. 

Even  when  you're  used  to  it. 

But  several  years  ago,  when  The 
Timken  Company  bit  the  bullet  and 
committed  over  a  half  billion  dollars 
to  build  America's  first  alloy  steel  mill 
in  a  quarter  of  a  century,  it  turned  out 
that  we  got  more  than  our  money's 
worth. 

And  so  did  you.  Because  it's  paying 
off  not  just  in  the  world's  highest- 
quality  alloy  steel,  but  cdso  in  the 
better  bearings  we're  now  making 
out  of  it. 

Which  is  why,  after  much  consider- 
ation, we've  decided  to  do  it  again. 

But  this  time  we're  concentrating 
on  our  bearing  business,  and  taking 
an  even  bigger  bite. 

More  than  a  billion  dollars  in 
capital  expenditures  to  be  spent  over 
the  next  five  years,  including  some 
investments  in  steel,  as  well. 

How  will  we  spend  it? 

On  the  new  products,  manufactur- 
ing facilities  and  anything  else  it  will 
take  to  bring  you  simply  the  best 
tapered  roller  bearings  and  quality 
alloy  steel  anywhere  in  the  world. 

But  perhaps  even  more  important 
than  how  we're  spending  it,  is  why 
we're  spending  it. 

The  future. 

Yours  and  ours. 

It's  why  The  Timken  Company  has 
and  will  continue  to  spend  every 
penny  necessary  to  supply  you  with 
the  superior  products  and  processes 
we  both  need  to  compete. 

And  it's  why,  even  though  we 
fully  expect  this  latest  billion  to  take 
both  of  us  a  long  way,  if  we  need  to, 
we'll  do  exactly  what  you'd  expect 
us  to  do. 

We'll  do  it  again. 

The  Timken  Company,  Canton, 
Ohio  44706.   

A  NEW  BREED  OF  SUPPLIER 


TIMKEN 
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International  Trade  Shows  1990 


Because  half  the  secret 
of  doing  business 
is  being  in  the  right  place 
at  the  right  time. 


\fenue:  TWTC  EXHIBITION  HALL 

5  Hsinyi  Road.  Section  5,  Taipei  10509,  Taiwan,  Republic  of  China 
Tel.  (02)725-1111  •  Fax;  886-2-725-1314  •  Telex:  28094  TPEWTC 
Branch  Offices: 

•  New  York-CETRA,  Inc. 

Tel:  (212)532-7055  •  Fax:  (212)2134189 

•  San  Francisco-Far  East  Trade  Service,  Inc. 
Tel:  (415)788-4304  •  Fax:  (415)7880468 

•  Chicago-Far  East  Trade  Service,  Inc. 
Tel:  (312)321-9338  •  Fax:  (312)321-1635 
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FEMBER  25,  1989 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  GROWTH  ENGINE  IS  LOSING 
COUPLE  OF  CYLINDERS 


THE  DOLLAR 
ftlNS  NEW  STEAM 


lO-COUNTRY 
TRADE-WEIGHTED 
INDEX 


88  SEPT.' 
RCH,  1973=100  -THROUGH  SEPT.  8 

DATA:  FEDERAL  RESERVE  BOARD 


rhe  economy  isn't  likely  to  look  too  exciting  as  1990 
nears.  Sure,  recession  fears  are  abating  because  of 
the  glowing  summertime  rise  of  employment,  per- 
il income,  and  consumer  spending.  But  economic 
wth  is  not  about  to  rocket  back  to  the  i%-to-57o  pace 
L988.  Growth  in  coming  quarters  is  more  likely  to 
;mble  the  first  half  of  1989 — steady  but  sluggish. 

That's  because  the  thrust 
from  capital  spending  and  ex- 
ports— two  major  forces  that 
powered  the  manufacturing  sec- 

  tor  last  year — is  waning.  Dur- 

^\  ^       ing  the  past  four  quarters,  busi- 

/   ness  outlays  for  equipment  rose 

4.7%,  adjusted  for  inflation. 
They  had  soared  14.5%  during 
the  previous  year,  fueled  by 
strength  in  both  foreign  and  do- 
mestic demand, 
xports  show  the  same  pattern.  They're  still  growing, 
they're  not  supplying  anywhere  near  their  earlier 
)r.  During  the  past  four  quarters,  inflation-adjusted 
orts  of  goods  have  risen  13.6%^ — far  below  the  23.3% 
3  during  the  previous  year. 

he  outlook  for  both  exports  and  capital  spending  is 
tinned  slowdown.  The  government's  latest  survey  of 
ital  spending  plans  says  that  the  miniboom  in  busi- 
3  investment  is  over.  And  the  dollar's  new  strength 
jatens  to  slow  export  growth  even  more. 

STRONG  Since  December,  the  dollar  has  risen  10% 
lEENBACK  against  a  trade-weighted  average  of  the 
}DESILL  currencies  of  our  major  trading  partners 
tR  TRADE  (chart).  The  greenback  is  nearing  150  Jap- 
se  yen  and  two  West  German  marks,  levels  that 
ly  analysts  believe  will  harm  American  industry's 
Dal  competitiveness.  With  export  growth  slowing — 
with  import  growth  virtually  unabated — the  outlook 
further  shrinkage  in  the  trade  deficit  is  dim. 
'rade  is  important  to  the  economic  outlook:  Improve- 
it  in  the  trade  gap  accounted  for  one-third  of  this 
r's  first-half  growth  in  real  gross  national  product, 
i  business  investment  in  equipment  contributed  an- 
er  third.  That  means  the  bulk  of  first-half  growth 
le  from,  those  two  sectors  alone.  But  their  support  in 
second  half  will  be  smaller  and  less  still  in  1990. 
'hat  puts  most  of  the  burden  of  carrying  the  economy 
consumers.  But  consumer  spending  has  also  slowed, 
m  annual  growth  rate  of  2.1%  in  the  first  half  of  1989 
tn  3.87c  for  all  of  last  year,  adjusted  for  inflation. 


Consumer  spending  in  the  second  half  isn't  likely  to  look 
much  better  than  it  did  in  the  first.  Strong  car  sales,  the 
result  of  Detroit's  closeout  deals,  will  swell  outlays  in 
the  current  quarter.  But  car  buying  will  probably  fall  off 
this  fall,  when  the  new,  higher-priced  models  come  out, 
depressing  spending  in  the  fourth  quarter. 

CAPITAL        The  Commerce  Dept.'s  most  recent  sur- 

OUTLAYS       vey  of  capital  spending  plans,  taken  in 
^  July  and  August,  has  good  news  for  1989 

MIXED  BAG  but"  news  for  1990.  It  shows  that 
nonfarm  business  expects  to  invest  $474  billion  in  new 
plants  and  equipment  in  1989.  That's  an  increase  of  10% 
from  1988,  and  it's  about  $2  billion  more  than  companies 
were  planning  to  spend  when  Commerce  last  surveyed 
them  in  April  and  May. 

After  adjusting  for  inflation,  that  works  out  to  a  7.7% 
boost  in  spending  this  year,  up  from  the  previous  esti- 
mate of  6.5%.  The  planned  1989  increase  is  less  than  the 
8.9%  inflation-adjusted  pace  of  1988,  but  last  year's 
spending  gain  was  the  largest  in  three  years. 

The  rise  in  spending  plans  does  indicate  a  solid  year 
for  capital  investment.  But  there's  a  problem:  Most  of 
the  gain  represents  money  already  spent.  In  the  first 
half,  outlays  for  plants  and  equipment  rose  at  an  annual 
rate  of  14.1%.  But  second-half  spending  is  projected  to 
rise  a  mere  3.17 — down  from  the  4.4%^  clip  expected  in 
the  previous  survey.  That  means  capital  spending  will  be 
losing  momentum  going  into  the  new  year. 

Almost  all  of  the  weaker  sec- 
ond-half projection  came  in 
manufacturing — which  accounts 
for  about  two-fifths  of  all  capi- 
tal spending.  In  the  first  half, 
inflation-adjusted  plant  and 
equipment  outlays  in  the  fac- 
tory sector  rose  at  a  9.2%  annu- 
al rate,  up  from  the  previous 
estimate  of  practically  no 
change  at  all.  One  big  exception 
is  the  paper  industry,  where 


WHO'S  RAISING 
CAPITAL  SPENDING 


MANUFAaURING 

-1  1  r 

IV    I     II    III-  IV 
•PLANNED 
▲  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  COMMERCE  DEPT,  BW 


rates  of  capacity  utilization  remain  above  90%^. 

In  the  second  half,  overall  outlays  are  slated  to  in- 
crease at  only  a  0.97>  annual  rate;  the  fourth  quarter  by 
itself  should  show  a  3.8%^  dip.  That  means  that  manufac- 
turing's spending  spree  is  finally  winding  down  after 
two  years. 

The  service  sector  plans  to  take  up  some  of  the  slack, 
however.  Outlays  by  service  companies  are  scheduled  to 
accelerate  for  the  rest  of  this  year  (chart).  For  all  of 
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1989,  investment  plans  by  service  businesses  call  for  an 
11.2%  rise  after  price  changes.  That's  the  largest  in- 
crease since  1985.  And  it  isn't  so  surprising,  given  the 
absence  of  any  slowdown  in  consumer  spending  on  ser- 
vices, and  the  pressure  on  service  companies  to  invest  in 
capital  equipment  that  will  make  their  workers  more 
productive. 

For  almost  all  other  industries,  including  mining  and 
utilities,  plant  and  equipment  spending  is  scheduled  to 
decline  in  each  of  the  last  two  quarters.  Bucking  that 
downtrend  is  the  airline  industry,  where  carriers  are 
replacing  older  aircraft.  Spending  there  should  increase 
by  more  than  a  third  this  year. 

EQUIPMENT  Most  companies  are  still  devoting  more  of 
SnU.  their  capital  budget  to  equipment  rather 

LEADS  than  structures.  That  was  also  the  case 

THE  WAY  ]^gt  year,  when  companies  spent  more  on 
machinery  than  on  buildings  by  a  3-to-l  margin.  So  any 
continued  growth  in  capital  spending  is  more  likely  to 
benefit  durable-goods  producers  rather  than  construction 
companies. 

Orders  for  nondefense  capital  goods  in  July  were 
14.2%  above  their  year-ago  levels.  Much  of  that  growth 
stems  from  aircraft  orders,  but  excluding  planes,  new 
bookings  so  far  this  year  total  $209.3  billion — some  9% 
above  the  total  for  the  first  seven  months  of  1988.  How- 
ever, order  growth  has  slowed  in  recent  months,  no 
doubt  reflecting  the  coming  slowdown  in  spending. 

Capital  spending  that's  tilted  heavily  toward  equip- 
ment also  has  implications  for  imports.  For  all  of  1989, 
the  largest  chunk  of  capital  outlays  will  go  for  computer 
equipment,  but  more  and  more  of  that  is  coming  from 
abroad.  For  the  first  six  months  of  this  year,  imports  of 
computer  equipment  grew  by  8.9%  over  the  same  period 
for  1988.  At  the  same  time,  domestic  shipments  of  com- 
puter equipment  increased  by  just  3.6%. 

The  result  is  that  continued  growth  in  investment 


spending  will  likely  worsen  the  U.  S.  trade  balance  in  th 
near  term.  But  over  the  long  run,  an  increase  in  capiUj 
equipment  should  boost  U.  S.  productivity — especially  ij 
services,  where  productivity  growth  needs  the  most  heljj 


CONSUMERS  PAID  OF 
SOME  DEBT  IN  JULY! 


CHANG!  IN  OUTSTANDING 
INSTALLMENT  CREDIT 


I DON'T  As  demand  for  capital  equipment  and  emu 

EXPECT         ports  slows,  consumers  take  on  a  pivotJj 
THE  FED  TO     role  in  shaping  the  outlook.  But  thet^ 
lOOSEN  UP     spending  will  be  greatly  influenced  by  thf'  i 
Federal  Reserve  Board's  credit  policy.  Because  consun} 
ers  continue  to  flash  sporadic  signs  of  strength,  inclu 
ing  rebounds  in  car  sales  and  housing,  the  Fed  isn 
likely  to  let  interest  rates  fall  anytime  soon 

Consumer  borrowing  already 
has  slowed,  but  not  as  much  as 
recent  numbers  suggest.  In 
July,  consumers  paid  off  $280 
million  more  than  they  bor- 
rowed, dropping  their  outstand- 
ing debt  to  an  annual  rate  of 
$700.6  billion— the  first  decline 
in  21/2  years  (chart).  But  that 
drop  won't  be  repeated  because 
of  the  rebound  in  car  sales. 

Sales  of  domestically  made 
autos  rose  to  an  annual  rate  of  7.5  million  in  July  from 
million  in  June.  And  they  jumped  to  8.3  million  in  Augu; 
as  buyers  leaped  at  Detroit's  efforts  to  cut  inventories 
1989  models.  Sales  dipped  to  6.8  million  in  early  Septe 
ber,  partly  because  car  lots  were  so  thin.  At  the  end 
August,  inventories  fell  to  a  relatively  skimpy  57-da 
supply  from  June's  excessive  75-day  total.  Strong  ca 
sales  ensure  a  rebound  in  consumer  credit  in  August. 

Gains  in  jobs  and  incomes  mean  that  consumers  wi 
be  able  to  keep  the  economy  moving  forward.  But  wit 
other  sectors  losing  steam,  and  with  new  sources  c 
demand  becoming  scarce,  the  economy  will  carry  a  deci( 
edly  sluggish  look  into  1990. 


FEB.  MAR.  APR.  MAY  JUNE 


▲  BIIUONSOFDOLURS 

DATA:  FEDERAL  RESERVE  BOARD 


THE  WEEK  AHEAD 


CONSUMER  PRICE  INDEX 


Tuesday,  Sept.  18,  8:30  a.  m. 
The  consensus  of  economists  is  that  con- 
sumer prices  probably  edged  up  by  just 
0.27'  in  August,  the  same  mild  increase 
posted  in  June  and  July.  In  August,  low- 
er energy  prices  offset  gains  elsewhere. 
Despite  moderate  gains  in  the  past  few 
months,  consumer  prices  have  increased 
by  5%  over  the  past  year — an  inflation 
rate  that  the  Federal  Reserve  has  indi- 
cated is  stiil  too  high. 


HOusiNc  mm% 


Tuesday,  Sept.  18,  H:30  a.m. 
August  housing  starts  probably  hit  an 
annual  rate  of  1.48  million.  New  single- 
family  home  sales  have  increased  for 


four  consecutive  months,  and  that  has 
cleared  away  some  excess  supply.  In 
July,  housing  starts  rose  0.8%,  to  a  1.43 
million  annual  rate. 

PERSONAL  INCOME  

Friday,  Sept.  22,  10  a.m. 
Personal  income  likely  rose  a  small  0.2% 
in  August  after  advancing  by  0.7%  in 
July.  The  gain  is  suggested  by  a  fall  in 
weekly  earnings  and  a  small  increase  in 
nonfarm  jobs  in  August.  The  meager 
August  gain  does  not  signal  a  slowdown 
in  consumers'  earning  power.  An  expect- 
ed large  rebound  in  payrolls  in  Septem- 
ber, when  many  striking  phone  workers 
returned  to  their  jobs,  means  that  per- 
sonal income  for  that  month  will  proba- 
bly post  an  exceptional  gain. 


CONSUMER  SPENDING 


Friday,  Sept.  22,  10  a.m. 
Despite  the  weak  increase  in  incomji 
most  economists  are  looking  for 
healthy  rise  in  consumer  spending  in  A 
gust,  probably  about  1%.  The  gain  w 
be  led  by  a  jump  in  car  sales  and  a 
increase  in  apparel  purchases.  In  Jul; 
consumer  outlays  grew  by  0.7%. 


FEDERAL  BUDGET 


Friday,  Sept.  22,  2  p.m. 
The  federal  government  will  probab! 
post  a  $24  billion  deficit  in  Augus 
about  the  same  as  its  $23  billion  gap  ( 
August,  1988.  The  expected  total  wou  satti 
place  the  1989  deficit  at  $147.8  billio" 
with  one  month  left  in  the  fiscal  year. 


jput 
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Smith  Corona  introduces  the  worlds  first  laptop  word  processor. 


Facts  are  facts,  and  the  sad  fact  is  that  over  70%  of  the 
)ple  who  go  to  all  the  expense  of  buying  computers  and  all 
■  aggravation  of  trying  to  figure  them  out  end  up  using  their 
Tiputers  mainly  for  word  processing  and  spreadsheets— 
thing  more. 

To  put  it  simply  the  last  thing  most  people  need  for  their 
)rd  processing  is  a  computer.  What  they  do  need  is  some- 
ng  that  can  make  writing  reports,  drafting  letters  and  creat- 
;  spreadsheets  easier  and  less  expensive  than  any  computer 
:r  could— a  Smith  Corona  Laptop  Word  Processor 

lb  call  the  Laptop  Word  Processor  user-friendly  is  an  un- 
statement.  If  you  can  use  a  typewriter,  you  already  have  all 
:  skills  you  need.  In  fact,  you  don't  even  need  an  electrical 

For  more  information  on  this  product,  write  to  Smith  Corona 
or  Smith  Corona  Canada,  440  Tapscott  Road, 


outlet.  With  the  optional  Rechargeable  Power  Pack,  you  can 
write  anywhere  for  hours. 

Of  course,  when  it  comes  to  features,  this  is  one  laptop 
that's  tops.  There's  a  16  line  by  80  character  display,  the 
amazing  Smith  Corona  Grammar-Right  System*  a  separate, 
letter-quality  Dciisy  Wheel  Printer,  our  optional  CoronaCalc ' 
Spreadsheet  program,  Sheet  Feeder  and  Carry  Case,  plus 
much  more. 

All  of  which,  we  think  you'll  agree,  make  the  Smith  Corona 
Laptop  Word  Processor  not 
just  an  intelligent  alternative  to 
the  personal  computer,  but  a 
rather  distinct  improvement. 


mm  SMITH 


CORONIK 

PGRSONAL  WORD  PROCeSSORS 

THE  INTELLIGENT  ALTERNATIVE  TO  THE  PC- 


Corporation,  65  Locust  Avenue,  New  Canaan,  CT  06840 
Scarborough,  Ontario,  Canada  MIB  1Y4 
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SNAP, 

CRACKLE,  STOP 

STATES  CRACK  DOWN  ON  MISLEADING  FOOD  CLAIMS 


Stroll  down  a  supermarket  aisle 
these  days.  You  could  swear 
you're  in  a  drug  store.  Cereal  box- 
es proclaim  that  a  bowl  a  day  will  help 
ward  off  cancer  and  heart  disease.  Vege- 
table oils  vow  to  keep  your  arteries  free 
of  unhealthy  deposits.  Orange  juice  with 
added  calcium  aims  to  prevent  brittle 
bones.  And  nearly  everything  from  pita 
bread  to  candy  bars  is  stuffed  with  oat 
bran — the  hottest  food  fad  around. 

It's  a  brave  new  era  in  food  market- 
ing. The  industry  has  discovered  that 
promoting  a  product  as  helping  to  pre- 
vent disease  is  a  surefire  way  to  boost 
sales.  And  foodmakers  are  pursuing  that 
strategy  with  a  vengeance:  Fully  40%  of 
food  products  introduced  in  the  first  half 
of  1989  came  with  health  messages,  ac- 
cording to  Marketing  Intelligence  Ser- 
vice in  Naples,  N.  Y. 

Has  the  craze  gone  too  far?  Food  mar- 
keters contend  that  trumpeting  health 
claims  makes  consumers  more  aware  of 
proper  dietary  habits,  thereby  perform- 
ing a  valuable  service.  But  nutritionists 
and  consumer  activists  disagree,  and 
regulators  are  increasingly  siding  with 
them.  From  California  to  Massachusetts, 
attorneys  general  are  cracking  down  on 
misleading  labels  that  prey  on  health- 
conscious  shoppers.  "We  don't  want  peo- 
ple to  be  misled  into  thinking  they  can 
just  sit  in  their  armchairs  and  stay 
healthy,"  says  Robert  L.  Bowens,  chief 
of  the  Massachusetts  Attorney  Gener- 
al's Consumer  Protection  Div. 


One  thing  that  has  made  the  states 
step  in  is  what  they  see  as  the  federal 
government's  laissez-faire  approach  to 
consumer  protection.  In  the  latest  salvo, 
Texas  filed  suit  on  Sept.  7  to  challenge  a 
two-year-old  ad  campaign  by  Chicago- 
based  food  giant  Quaker  Oats  Co.  The 
cereal  maker  claims  that  oatmeal  and 
oat  bran  can  help  reduce  cholesterol  lev- 
els by  10%  and  the  risk  of  heart  attack 
by  "nearly  20%."  Those  claims  helped 
spur  a  25%  jump  in  sales  of  the  compa- 
ny's oat  cereals  in  the  first  year. 
•WATERSHED  CASE.'  But  a  task  force  of 
attorneys  general  from  10  states, 
formed  last  year  to  protect  consumers 
from  misleading  food  claims,  doubted 
that  Quaker  could  back  up  its  claims. 
After  negotiations  failed,  Texas  sued, 
charging  the  company  with  "a  campaign 
of  deception." 

Quaker  vigorously  defends  its  honor. 
"If  we  can't  communicate  about  the 
health  benefits  of  oats,  then  people  are 
being  cheated  out  of  valuable  informa- 
tion," says  Senior  Vice-President  Luther 
C.  McKinney.  The  case  will  turn  on 
whether  oat  cereal  must  be  treated  as  a 
drug  under  federal  law  once  it's  accom- 
panied by  drug-like  claims  and  whether 
the  company  has  data  to  support  its  ads. 
"Quaker  will  be  a  watershed  case,"  says 
F.  Edward  Scarbrough,  acting  director 
of  the  Food  &  Drug  Administration's 
Office  of  Nutrition  &  Food  Sciences.  "It 
will  give  some  real  guidance  on  where 
this  whole  area  of  food  claims  is  going." 


Quaker  isn't  the  only  company  th 
states  have  challenged  (table).  Last  yef 
New  York  State  took  action  against  K<- 
logg  Co.  for  claiming  that  "energy- 
leasing"  B  vitamins  in  Rice  Krispi 
"can  help  give  you  some  get  up  and  g* 
In  May,  Campbell  Soup  Co.  reached 
settlement  with  10  states,  agreeing 
to  run  ads  broadly  claiming  its  soups 
high  in  fiber  and  calcium.  In  a  case 
solved  on  Sept.  5,  Sara  Lee  Corp.  proi 
ised  not  to  call  a  line  of  desserts  "lig^ 
since  they  contained  about  as  many  cal 
ries  as  regular  desserts.  And  these 
tions  may  just  be  the  beginning.  "Ad 
tional  litigation  is  a  very  rel 
possibility,"  warns  Iowa  Assistant  Attcjfcai 
ney  General  Richard  Cleland.  |ri 

That  could  mean  trouble  for  cereal  j- 
ants  General  Mills  Inc.  and  Kellogi  , 
Earlier  this  year.  General  Mills  intfr  .f 
duced  Benefit,  a  breakfast  cereal  tH  s 
contains  psyllium,  the  fibrous  grain  tht  t 
is  the  main  ingredient  in  some  laxativt.  I 
Kellogg  followed  with  its  own  psylliui-  a 
containing  competitor,  Heartwise.  G 
eral  Mills  claims  that  Benefit  redu 
cholesterol  and  thus  the  risk  of  he: 
attacks.  But  even  within  the  industry 
many  worry  that  companies  have  ov^ 
stepped  the  bounds  of  propriety.  "Wht 
we  are  witnessing  is  a  new  use  fr 
foods — as  carriers  for  health  additives^ 
says  Quaker  Oats's  McKinney.  "If  th 
is  how  the  future  looks,  it's  wrong."  f 
the  trend  continues,  adds  Bruce  - 
Silverglade,  legal-affairs  director  of  te 
Center  for  Science  in  the  Public  Intere, 
"the  next  step  would  be  to  incorpora? 


f 
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rin  into  breakfast  cereal  and 
n  that  it  reduces  hangovers." 
lat  hasn't  happened  yet.  But  food 
panics  are  in  a  quandary.  They  want 
se  health  claims  to  gain  a  competi- 
edge.  But  marketers  know  that  an 
.lating  war  of  aggressive  health 
ns  could  bring  an  even  harsher  regu- 
•y  backlash  than  what's  unfolding 
.  That  fear  is  why  many  are  calling 
the  feds  to  step  in.  Claims  "should 
;ontrolled  by  federal  guidelines  and 
state  by  state,"  says  Joseph  M. 
vart,  Kellogg's  vice-president  for 
ic  affairs.  "That  would  be  financial 

)C." 

fact,  the  FDA  has  been  trying  to 
g  some  regulatory  sanity  to  the 
le  health-claims  area  since  1984, 
n  Kellogg  opened  the  floodgates  by 
ying  that  its  high-fiber  All-Bran  ce- 

reduced  the  risk  of  cancer.  The 
icy  would  like  to  limit  health  claims 
a  few  areas,  such  as  fiber 
nst  cancer  and  calcium  to 


INFANT  FORMULA  Nine  states  in  June  got  Nestle's  Carnation  unit  to 
stop  claiming  its  Good  Start  formula  is  hypoallergenic 

SOUP  State  officials  pressured  Campbell  Soup  into  curbing  broad 
ads  that  promote  its  soups  as  sources  of  calcium  and  fiber 

DESSERTS  Criticized  for  calling  200-calorie-a-serving  desserts 
"Light  Classics,"  Sara  Lee  has  discontinued  the  brand  name 

CEREALS  Texas  is  suing  Quaker  Oats  over  a  claim  that  some  of  its 
cereals  significantly  lower  the  risk  of  heart  attack 


prevent  osteoporosis,  and  require  that 
the  claims  be  backed  by  scientific  con- 
sensus. But  the  free-marketeering  Of- 
fice of  Management  &  Budget  has 
blocked  the  FDA.  S.  Jay  Plager,  head  of 
the  OMB's  Office  of  Information  &  Regu- 
latory Affairs,  argues  that  under  cur- 
rent law,  cereal  boxes  that  discuss  fiber 
and  cholesterol  can  be  challenged,  but 
those  with  advertisements  for  candy 
cannot.  "If  that's  sensible  government 
policy,"  he  says,  "I'm  a  Martian." 

STARTING  FROM  SCRATCH.  On  July  14, 

the  0MB  rejected  FDA  draft  regulations 
that  had  been  languishing  at  the  budget 
office  since  last  September.  Now,  the 
FDA  is  starting  from  scratch,  with  a  se- 
ries of  hearings  planned  for  this  fall. 
The  agency  is  also  expected  to  decide  by 
Sept.  21  whether  to  take  action  against 
Benefit  cereal.  Because  psyllium  is  used 


in  over-the-counter  drugs  that  are  not 
allowed  to  make  cholesterol-reducing 
claims,  says  Texas  Assistant  Attorney 
General  Stephen  Gardner,  "the  FDA  is 
going  to  have  to  ban  Benefit  if  it  wants 
to  keep  any  credibility  at  all."  General 
Mills  .sees  things  differently.  "You  pour 
milk  on  it  and  you  eat  it,"  says  Stephen 
W.  Sanger,  president  of  the  company's 
cereal  division.  "We  think  it's  conclusive 
and  clear  that  this  is  a  cereal." 

Regardless  of  the  fda's  decision,  pres- 
sure on  food  companies  to  exploit  health 
claims  is  likely  to  mount.  Scientists  are 
discovering  more  about  the  links  be- 
tween diet  and  disease,  and  consumers 
are  hungry  for  inexpensive  ways  to  im- 
prove their  health.  As  long  as  marketers 
keep  their  claims  within  bounds,  grocery 
stores  will  be  giving  pharmacies  a  run 
for  the  money. 

By  John  Carey  in  Washington,  mth  Lois  Ther- 
rien  in  Chicago,  Wendy  Zellner  in  Detroit, 
Todd  Mason  in  Dallas,  and  bureau  reports 
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RESTRUCTURINGS! 


BLOOMINGDALE'S:  A  PRIZE  GOES  ON  THE  BLOCK  TO  CUT  CAMPEAU'S  $10.9  BILLION  DEBT 


A  DESPERATE  CAMPEAU 
GRABS  A  CANADIAN  LIFELINE 


Olympia  &  York  will  be  calling  the  shots  in  a  downsized  corporation 


|Obert  Campeau's  dream  of  run- 
ning America's  premier  retailing 
Lempire  has  turned  into  a  night- 
mare. At  a  tense,  four-hour  board  meet- 
ing on  Sept.  12  in  Toronto,  Cam.peau 
agreed  to  give  up  sole  control  of  Cam- 
peau  Corp.  In  return,  his  company  stays 
solvent.  The  new  power  brokers  are 
Paul  and  Albert  Reichmann,  the  Canadi- 
an billionaires  whose  Olympia  &  York 
Developments  Ltd.  (O&Y)  agreed  to  pump 
$250  million  into  the  company.  Campeau 
keeps  his  title  as  chairman,  but  his  days 
of  swashbuckling  entrepreneurship  are 
over.  O&Y  now  calls  the  financial  shots. 

The  Reichmann  team's  first  task  is  to 
get  Campeau's  legion  of  creditors  to 
agree  to  an  emergency  financial  restruc- 
turing plan.  They  have  little  time:  The 
company's  Allied  Stores  Corp.  says  it 
doesn't  have  the  $50.8  million  needed  for 
junk-bond  interest  payments  due  on 
Sept.  15.  O&Y's  cash  infusion  would 
avert  that  crisis — the  first  of  a  likely 
cascade  of  d<>faults  that  might  otherwise 
have  forced  Campeau  to  seek  bankrupt- 
cy court  pre  ction  for  his  retail  and  real 
estate  huldir.  -.  But  the  O&Y  money  will 
only  be  relea  ■'!  if  bank  creditors  first 
agree  to  exter,d  a  January,  1990,  dead- 
line for  a  crucial  mortgage  financing. 

O&Y  is  believed  to  be  pushing  for  a 
downsizing  that  would  sharply  cut  Cam- 


peau Corp.'s  $10.9  billion  debt.  That's 
why  Campeau's  prized  Bloomingdale's 
department  store  chain  is  on  the  block, 
and  why  one  or  more  of  the  Allied 
chains,  such  as  Jordan  Marsh  in  Florida 
or  Stern's  in  New  York,  may  also  be 
sold.  A  further  strategic  review  could 
lead  to  the  sale  of  all  the  retail  units. 
But  one  source  involved  in  the  creditor 
negotiations  says  O&Y  has  not  yet  come 
up  with  an  overall  restructuring  propos- 
al, let  alone  a  long-term  strategy.  Re- 
flecting that  uncertainty,  Campeau  stock 
fell  SVa  points,  to  close  Sept.  13  at  1078. 
SHRINKING  SYNERGY.  A  key  player  in 
those  negotiations  will  be  Ohio-based 
shopping-mall  developer  Edward  J.  De- 
Bartolo  Sr.  He  loaned  Cam- 
peau $630  million  to  help  him 
acquire  Allied  in  1986  and 
Federated  Department  Stores 
Inc.  less  than  two  years  later. 
DeBartolo  saw  synergy  in 
the  investment  because  he 
expected  to  build  dozens  of 
new  malls  anchored  by  Allied 
and  Federated  stores.  A 
shrinking  Campeau  Corp. 
dampens  those  prospects  and 
puts  DeBartolo  in  a  position 
to  ask  for  concessions. 

Campeau's  undoing?  Lousy 
operating  results  at  the  nine 
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department  store  divisions.  Allied  a! 
Federated  posted  a  frightening  $30( 
million  loss  in  the  six-month  period  tl 
ended  on  July  29.  Red  ink  had  been 
pected  because  of  those  compani( 
lengthy  schedule  of  debt  paymen 
What  wasn't  anticipated  was  a  crushi 
cash-flow  shortfall  that  led  to  tapped-c 
lines  of  credit  for  working  capital.  Ca 
peau's  retail  executives  found  the 
selves  unable  to  borrow  the  funds  neo 
sary  to  build  inventories  for  the  cruc 
pre-Christmas  sales  period. 

Disappointing  results  are  only  part 
the  story,  though.  Hindsight  shows  tl 
the  $6.7  billion  he  paid  for  Federatec 
most  of  it  borrowed — was  simply  t 
much.  Emboldened  by  the  rich  prices 
got  for  the  Allied  units  he  shed  shor 
after  his  first  retail  conquest,  Campe 
shelled  out  top  dollar  for  Federated 
early  1988.  But  by  then,  the  market  : 
retail  properties  was  becoming  g\utU  ^ 
His  indecision  about  selling  the  A 
Taylor  women's  clothing  chain  cost  h 
dearly:  The  February  sale  price  of  $4 
million  was  probably  $150  million  h  '^'T 
than  he  could  have  gotten  eight  mont 
earlier.  Campeau  wouldn't  comment. 

The  soft  market  lingers  on.  Inve> 
ment  bankers  believe  that  even  a  prop'<- 
ty  as  prestigious  as  Bloomingdal(|» 
should  bring  no  more  than  $1.3  billion^ 
not  the  $2  billion  Campeau  says  i)s 
worth.  Bloomingdale's  Chairman  Mar\fc 
S.  Traub  is  scrambling  to  find  backA 
for  a  bid  of  his  own.  Other  possible  si 
ors  include  Crown  American  Corp.,  t 
nation's  fifth-largest  shopping-mal!  ( 
veloper,  and  a  team  made  up  of  Mer] 
Lynch  and  Joseph  E.  Brooks,  the  forn 
Lord  &  Taylor  chairman  who  boug 
Ann  Taylor  from  Campeau.  Traub  is 
intimately  linked  with  BloomingdaL 
success  that  even  if  his  investor  gro 
loses  out,  it's  likely  he'll  be  asked 
stay — and  offered  a  piece  of  the  actic 
While  Campeau  has  to  be  smarti 
from  the  recent  turn  of  events,  as! 
ciates  say  the  French-Canadian  businei 
man  willingly  swallowed  his  pride  to  a 
the  Reichmanns  for  help.  If  O&Y  dc 
fund  the  $250  million  conve 
ible  secured  loan,  it  will  ra:  Soiit 
its  fully  diluted  stake  in  Ca 
peau  Corp.  to  about  40%BsOf 
equal  to  the  stake  held 
Campeau  and  his  fami 
That's  still  enough  to  ke 
Campeau  a  wealthy  man  t  iric 
not  enough  to  give  him  t 
exclusive  right  to  deciBadei 
whether  the  company  beari: 
his  name  stays  in  the  depa 
ment  store  business.  E 
reach  exceeded  his  grasp.  i 
By  Chuck  Hawkins  in  Allan 
with  Amy  Dunkin  in  New  Yc 
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OMMUNICATIONSI 


IIS  CELLULAR  HOOKUP 
mn  JAM  THE  COMPETITION 


and  BellSouth's  merger  would  position  it  to  overtake  McCaw 


>n  the  17th  floor  of  BellSouth 
Corp.'s  postmodern  midtown  At- 
lanta tower,  the  strategic  plan- 
called  it  Project  Unity.  But  Donald 
els,  LIN  Broadcasting  Corp.'s  chair- 
might  have  tagged  the  deal  to 
re  his  cellular  phone  business  with 
aiggest  Baby  Bell  Operation  Coun- 
inch.  That's  because  after  six  weeks 
irduous  negotiations,  it  looks  as 
gh  Pels  and  BellSouth  may  kill  a 
le  takeover  bid  for  LIN  from  self- 
d  cellular  wizard  Craig  0.  McCaw. 
fact.  Pels  may  have  created  the 
lar  industry's  next  ruling  empire, 
aw  Cellular  Communications  Inc. 
?ntly  enjoys  that  status,  with  50  mil- 
potential  subocribers — POPs  in  the 
5try's  lingo.  But  McCaw  is  losing 
money.  By  contrast,  the  new  Bell- 
h  and  LIN  are  profitable  and  their 
icted  48  million  POPs  would  be  with- 
veaking  distance  of  McCaw.  Pels 
the  new  company  will  look  to  ex- 
through  acquisitions  in  regions 
•e  the  companies  lack  properties,  in- 
ng  the  Midwest.  "We're  looking  for 
rtunities  to  get  bigger . . .  signifi- 
y  bigger  over  the  next  few  years," 
lys.  "We'll  be  buyers." 
"st,  though,  investors,  regulators, 
:he  courts  must  approve  the  merger 
announced  on  Sept.  11.  Unlike 
aw's  $110-a-share  cash  offer  for  LIN, 
iellSouth  has  fashioned  a  largely 
ree  stock  deal  that  also  will  pay  a 
;ash  dividend,  or  $1.3  billion,  to  LIN 
jholders.  This  could  turn  off  some 
n's  big  institutional  investors,  which 
it  want  to  cash  out  now  while  cellu- 
alues  remain  high.  But  Pels  believes 
d  rather  bet  on  the  upside  potential 
le  $3.3  billion  cellular-service  indus- 
which  is  growing  more  than  50%  a 
If  McCaw  does  increase  its  bid, 
south  and  LIN  are  likely  to  boost  the 
jayout. 

OF  POP.  The  deal  calls  for  Bell- 
h  to  exchange  its  cellular  business 
0%,  or  54  million  shares,  of  the  new 
)any.  Within  six  years,  BellSouth 
increase  its  ownership  to  75%, 
gh  LIN  will  retain  three  seats  on  an 
nded  board.  Pels  will  be  CEO,  while 
)Outh  cellular  chief  Earle  Maulden 
/ill  be  No.  2. 

addition.  Pels  plans  to  spin  off  his 
ly  profitable  TV  stations  to  existing 
^holders.  Sources  close  to  the  deal 
ct  Wall  Street  to  value  the  merger 


at  about  $90  a  share  for  the  cellular 
company  and  $12.50  to  $15  a  share  for 
the  TV  outfit.  For  cellular,  that  works 
out  to  about  $9.7  billion,  or  $202  a  POP- 
well  above  the  record  $1.4  billion,  or  $140 
a  POP,  that  British  Telecommunications 
PLC  paid  for  20%  of  McCaw  last  January. 
LIN  shares  closed  at  108%  on  Sept.  13. 

A  premium  for  LIN  may  be  justified. 
With  100%'  of  its  POPS  in  the  top  10  mar- 
kets vs.  McCaw's  5%,  LIN  currently  has 
no  debt  and  its  cellular  holdings  have 
helped  boost  its  share  price  by  55%  an- 
nually since  1984.  Last  year's  $67  million 
in  cellular  revenues  outpaced  1987's  by 
29%.  In  the  most  recent  quarter  ended 
June  30,  LLN's  cellular  operating  income 


of  McCaw's  other  minority  holdings — 
Metro  Mobile  CTS,  Cellular  Communica- 
tions, and  Graphic  Scanning — have  lin's 
lucrative  shares  of  key  markets  such  as 
Los  Angeles  and  Dallas.  McCaw  needs 
these  to  go  national. 

But  don't  count  McCaw  out  quite  yet. 
After  LIN  last  June  rejected  his  initial 
cash-and-stock  offer  of  $127.50  a  share, 
McCaw  returned  with  a  $110-a-share 
cash  bid  in  late  July.  Sources  close  to 
McCaw  say  it  could  top  its  initial  offer, 
but  probably  won't  move  until  it  sees  the 
LIN-BellSouth  proxy,  due  out  in  a  few 
weeks.  While  a  depressed  junk-bond 
market  could  hinder  McCaw's  ability  to 
raise  funds  for  a  LIN  takeover,  McCaw 


THE  NEXT 
CELLULAR  GIANT? 

Subscribers*  1989  service 


revenues* 
Millions 

BELLSOUTH-LIN 

.480,000 

$576 

PACIFIC  TELESIS 

346,000 

415 

SOUTHWESTERN  BELL 

303,000 

364 

McCAW 

296,000 

355 

GTE 

168,000 

202 

'Estimates 

DATA:  HANIfEN  &  IVHOFF  INC 

LIN  CHAIRMAN  PELS:  POISED  TO  PRESIDE  OVER  A  NEW  CELLULAR  EMPIRE 


climbed  62%,  to  $21  million  on  revenues 
of  $44  million— a  47%  rise.  BellSouth  has 
experienced  similar  growth,  though  it  is 
not  as  profitable.  Annual  revenues  of 
the  new  company  should  hit  $750  million 
in  1990  (table). 

WIN-WIN.  Given  these  stats,  it's  not  hard 
to  see  why  McCaw  covets  LIN:  It  could 
get  McCaw  into  the  black  sooner.  Al- 
though McCaw's  cellular  revenues  in  the 
first  half  rose  76%,  to  $152  million, 
losses  grew  by  50%-,  to  $185  million. 
Moreover,  LiN's  healthy  annual  cash 
flow  of  $100  million  would  lighten  the 
burden  of  the  the  staggering  $5  billion 
in  debt  that  McCaw  would  incur  from  a 
$6.7  billion  acquisition  of  LIN.  And  none 


could  enlist  BT  to  find  financing.  Even  if 
McCaw  loses  LIN,  its  5  million  shares 
will  translate  into  $100  million  in  cash 
and  5  million  shares  in  each  of  the  new 
cellular  and  TV  spinoffs — holdings  that 
could  fetch  $625  million.  That's  not  bad 
for  a  9.S7o  stake  that  since  1987  has  cost 
McCaw  about  $250  million. 

McCaw  isn't  the  only  one  that  will 
profit.  Says  Pels:  "I  don't  know  the  num- 
ber of  LIN  holders  who  have  become  mil- 
lionaires, but  it's  substantial."  Now,  he's 
hoping  they'll  vote  with  the  guy  who 
helped  make  so  many  of  them  so  rich. 

By  John  J.  Keller  in  New  York,  vnth 
Chuck  Hawkins  in  Atlanta  and  Robert  D. 
Hof  in  San  Francisco 
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FAST  FOOD  I 


WHY  THE  PIZZA  KING 
MAY  ABDICATE  THE  THRONE 


Domino's  Monaghan  is  thinking  of  selling  out  and  focusing  on  charities 


Somehow,  Domino's  Pizza  Inc. 
wouldn't  be  the  same  without 
founder  Thomas  S.  Monaghan. 
Consider  the  three  bleating  goats  that 
stand  guard  in  a  pen  at  one  entrance  to 
the  sprawling  Ann  Arbor  (Mich.)  head- 
quarters. Or  the  '52  Crosley  Super  Sport 
car  in  the  lobby.  Monaghan's  far-flung 
and  often  controversial  interests  have  al- 
ways been  a  part  of  the  world's  largest 
pizza-delivery  chain.  But  suddenly, 
Domino's  is  on  the  block. 

With  systemwide  sales  at  a  peak 
of  $2.3  billion  and  profit  margins 
thinning,  Monaghan  seems  ready  to 
turn  in  his  apron  after  29  years.  In 
a  Sept.  8  letter  to  his  "Dear  Domi- 
noids" — employees  and  800  franchi- 
sees— Monaghan  says  he  may  sell 
the  privately  held  chain  to  spend 
more  time  on  his  charities.  His  out- 
side interests,  including  a  Catholic 
mission  in  Honduras  and  ownership 
of  the  Detroit  Tigers,  prompted  him 
to  hand  over  the  president's  post  to 
former  Operations  Vice-President 
P.  David  Black  in  June. 

"I'm  just  exploring"  a  sale,  Mona- 
ghan told  BUSINESS  WEEK.  He  con- 
fides, however,  that  he  has  retained 
a  Wall  Street  lawyer  and  is  negoti- 
ating to  hire  an  investment  bank. 
His  options,  he  says,  include  a  pub- 
lic stock  offering  or  even  buying  a 
bigger  company  to  merge  with 
Domino's.  But  he  would  prefer  sell- 
ing to  a  public  company  for  stock. 
That  way,  he  could  avoid  a  big  tax 
bill.  "I  don't  need  any  cash,"  he 
says.  And  if  he  .sells,  he  doesn't 
plan  to  stay  on:  "I've  been  the  boss 
for  so  long.  I'm  not  sure  I'd  handle 
being  in  a  subordinate  role." 
DARK  CHRISTMAS.  Monaghan,  52, 
may  not  find  a  better  time  to  sell 
his  977c  stake.  Domino's  has  boost- 
ed its  share  of  the  pizza-restaurant 
business  to  an  estimated  177f  ,  up 
five  percentage  points  from  two 
years  ago.  With  rampant  discount- 
ing and  promotions,  the  gains  have 
often  come  at  the  expense  of  the 
bottom  line  (charts).  "There  are  far 
too  many  locations — both  corporate 
and  franchise — that  are  not  making 
money,"  Black  told  employees  in 
March.  To  deal  with  the  margin 
squeeze,  Monaghan  last  year  im- 


posed cost  cuts  that  even  canceled  the 
company's  display  of  Christmas  lights. 

With  PepsiCo  Inc.'s  giant  Pizza  Hut 
Inc.  chain  expanding  its  delivery  busi- 
ness and  McDonald's  Corp.  testing  pizza 
sales,  the  competition  will  only  get 
rougher.  "Going  forward  on  [Mona- 
ghan's] own  involves  considerable  risk," 
says  Ronald  N.  Paul,  president  of  Tech- 
nomic  Inc.,  a  food  industry  consultant  in 
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Chicago.  "It  doesn't  take  many  mistak- 
with  a  margin  like  that  to  suddenly  1 
unprofitable." 

Poor  profits  aren't  the  only  reason  f 
Monaghan's  heartburn.  The  compai 
has  recently  been  dogged  by  bad  pu 
licity.  Consumer  groups  and  state  safe 
officials  want  to  halt  the  company's  S 
minute  delivery  guarantee  because 
dozens  of  serious  accidents  involvii 
Domino's  drivers.  And  the  National  C 
ganization  for  Women  urged  a  Dominc 
boycott  because  of  Monaghan's  financi 
support  of  abortion  opponents.  Mon 
ghan  insists  all  this  hasn't  hurt  sale 
"Controversies  are  helping,"  he  saj 
"There's  no  such  thing  as  bad  publicity 
PAN  VISION.  Despite  the  bad  news,  Don 
no's  is  clearly  a  valuable  property.  Tl 
pizza  business  is  growing  at  near 
twice  the  rate  of  the  fast-food  i 
dustry  as  a  whole.  And  Dominc 
5,100-store  delivery  system  wou 
be  difficult  and  costly  to  duplicat 
The  trick  is  to  get  more  sales  p 
store  by  expanding  the  sparse  pro 
uct  line.  Domino's  took  a  step 
that  direction  in  April,  when  it  ad 
ed  pan  pizza  to  its  menu  after  yea 
of  resistance  from  Monaghan. 

Based  on  slim  financial  data,  an 
lysts  estimate  the  chain  could  1 
worth  at  least  $350  million.  Mor 
ghan  refuses  to  comment  on  the  e 
timates.  "Any  of  the  major  foi 
cornpanies  will  probably  take  a  lo( 
at  the  company,"  says  Paul.  Mor 
ghan  says  he  has  long  received  e 
pressions  of  interest  from  potent; 
buyers.  He  won't  name  names,  e 
cept  to  dismiss  rumors  that  Coc 
Cola  Co.  and  Walt  Disney  Co.  a 
among  them.  As  for  a  leverag 
buyout  by  managers  or  franchisee 
Monaghan  says:  "You  can't  get  jj^ 
much  money  that  way." 

For  now,  Dominoids  are  takii 
Monaghan's  bombshell  with  relati' 
cheer.  "We  know  he'll  do  the  be 
for  us,"  says  headquarters  rece 
tionist  Mary  Ann  Winkle.  But,  s! 
adds,  sighing,  "it's  just  the  end  of 
tradition."  Franchisee  Frank 
Meeks,  who  owns  31  stores  in  t. 
Washington  area,  hopes  the 
nouncement  may  simply  be  one 
Monaghan's  best  publicity  stun1 
"He  always  told  us  he  wasn't 
this  for  the  money.  He  was  in  it  f 
the  fun,"  says  Meeks.  "I  just  doi 
believe  he  has  stopped  having  fur 
Monaghan  says  that  his  wii 
Margie,  also  is  dubious:  "She 
thinking  I  can't  live  without  Dor 
no's."  But  for  the  right  price,  Mor 
ghan  might  be  willing  to  bid  the 
goats  goodbye. 

By  Wendy  Zellner  in  Ann  Arb 
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LAN  AND  FIELD:  UNTIL  NOW,  McKESSON  HAS  BEEN  FAMOUS  FOR  STABILITY  AT  THE  TOP 


cKESSON  DUMPS 
MOTHER  ASSET:  THE  BOSS 


3mas  Field  built  sales  and  profits — but  that  wasn't  enough 


lor  the  past  decade,  McKesson 
I  Corp.  has  played  a  corporate  ver- 
sion of  Let's  Make  a  Deal.  Once  a 
py  conglomerate  in  everything  from 
ic  powder  to  industrial  chemicals, 
San  Francisco-based  company  has 
1  16  operations  and  bought  more 
1  30  companies.  It  is  now  focused 
tly  on  wholesale  drug  distribution, 
re  it  holds  a  commanding  25%  mar- 
share.  But  with  profits  still  lagging, 
[esson  on  Sept.6  made  one  more  "di- 
iture":  Thomas  W.  Field  Jr.,  its  chief 
;utive  since  1986. 

he  abrupt  departure  shocked  many 
.he  $7  billion  company,  famous  for 
;utive  stability.  Field  isn't  talking, 

interim  chief  Neil  E.  Harlan,  who 
re  McKesson's  makeover  before  re- 
ig  as  CEO  in  1986,  won't  elaborate. 

insiders  say  that  Harlan,  a  31-year 
iran  of  American  Stores  Co.,  failed  to 
he  one  thing  McKesson  paid  him  $1.2 
ion  a  year  to  do:  come  up  with  a 
zincing  strategy  for  growing  what's 

after  all  the  restructuring.  Says 
c  Sullivan,  an  analyst  with  San  Fran- 

0  investment  broker  Van  Kasper  & 
"There  was  no  encore." 

AR  DANGER.  Indeed,  Field's  inability 

1  to  keep  his  players  from  colliding 
tage  sealed  his  ouster.  Recently,  a 
^-simmering  controversy  erupted 
r  PCS  Inc.,  an  86%  McKesson-owned 
ipany  that  health  insurers  hire  to 
die  their  members'  prescription 


claims.  As  insurance  companies  pushed 
for  cuts  in  health  care  costs,  they  de- 
manded that  PCS  offer  plans  that  cut 
prescription  reimbursements  to  pharma- 
cists and  drug  store  chains. 

Naturally,  druggists  squawked,  and 
some  even  began  cutting  off  McKesson 
as  their  drug  supplier,  endangering 
McKesson's  cash  cow:  its  $5.8  billion 
drug  distribution  business.  The  mid-At- 
lantic chain  Rite  Aid  Corp.,  for  example, 
canceled  $21  million  in  annual  drug  pur- 
chases from  McKesson  in  May.  McKes- 
son says  it  has  lost  only  a  "fraction"  of 
1%  of  sales,  but  the  danger  was  clear. 

In  meetings  with  druggists,  however. 
Field  failed  to  allay  their  concerns.  Har- 
lan hopes  a  proposal  to  offer  prescrip- 
tion plans  with  deductibles  will  take  the 
burden  off  pharmacists.  But  Todd  Dank- 
myer,  vice-president  of  the  National  As- 
sociation of  Retail  Druggists,  isn't  con- 
vinced: "We've  not  yet  seen  the  evidence 
that  they've  done  anything." 

Meanwhile,  PCS  Chief  Executive  Don- 
ald B.  Dahlin  quit  in  July  to  join  a  com- 


When  Field  didn't  provide 
enough  direction, 

says  one  insider,  a  'sense 
of  malaise'  set  in 


petitor,  and  McKesson  had  to  call  back 
another  retired  executive  to  head  the 
company.  What's  more,  PCS's  earnings 
fell  51%,  to  $1.7  million,  in  the  quarter 
ended  June  30 — partly  because  of  a  $20 
million  computer  system  needed  to  bid 
for  a  piece  of  the  new  medicare  program 
that  will  provide  prescription  coverage 
to  32  million  people.  Because  of  these 
uncertainties,  McKesson  is  studying 
whether  to  sell  the  company. 

If  PCS  was  the  last  straw,  it  wasn't  the 
only  one.  A  division — to  which  Field 
gave  personal  attention — that  distrib- 
utes general  merchandise  such  as  beau- 
ty aids  and  candy  to  grocery  stores  has 
developed  more  slowly  than  expected. 
Meanwhile,  heavy  investments  in 
McKesson's  other  businesses,  such  as 
bottled  water  and  car-care  products,  de- 
pressed earnings.  As  a  result,  McKes- 
son's profits  rose  only  4%-,  to  $101  mil- 
lion, while  sales  rose  7%,  to  $7  billion. 

To  his  credit.  Field  did  bring  on  the 
tight  fists  and  hands-on  style  of  a  gro- 
cery man.  And  during  his  reign,  profits 
rose  337<5  and  sales  jumped  46%.  More- 
over, Harlan  says,  a  big  improvement  in 
general  merchandise  and  steady  growth 
in  drug  distribution — aided  by  a  recent 
$1.5  billion  contract  to  supply  850  Wal- 
Mart  stores — will  push  McKesson's 
earnings  up  at  least  10%  this  year. 
■MALAISE.'  But  in  the  end,  none  of  that 
was  enough  to  save  Field.  Indeed,  one 
executive  says,  his  linoleum-floor  back- 
ground never  fit  in  with  McKesson's 
more  genteel  ways.  Field,  55,  dropped 
out  of  Stanford  University  to  support  his 
family  as  a  clerk  at  Alpha-Beta  Stores, 
eventually  becoming  president  of  Alpha- 
Beta's  parent,  American  Stores,  in  1981. 
He  preferred  to  roll  up  his  sleeves  and 
visit  warehouses  to  the  McKesson  tradi- 
tion of  civic  activities. 

What's  more,  his  management  style 
rubbed  some  fellow  executives  the 
wrong  way.  One  former  employee  re- 
calls that  soon  after  Field  arrived,  he 
publicly  questioned  a  high-ranking  exec- 
utive's expense  account  and  spent  a  lot 
of  time  on  nitty-gritty  items  such  as  cut- 
ting magazine  subscriptions.  When  he 
didn't  provide  a  clear  idea  of  what 
McKesson  should  do  next,  says  one  ex- 
ecutive, "a  sense  of  malaise"  set  in. 

For  now,  that's  been  lifted  by  Harlan, 
who  is  well-liked  in  the  ranks.  Harlan 
says  he  will  get  McKesson's  current 
businesses  on  track  and  stay  ready  to 
"pounce"  on  potential  acquisitions.  But 
the  company  needs  a  chief  executive 
who  can  provide  vision  for  years  ahead, 
and  Harlan  hankers  to  return  to  his  boat 
in  Florida,  the  Nob  Hillbilly.  If  McKes- 
son had  to  yank  two  executives  out  of 
retirement,  it's  clear  it  has  a  tough 
search  ahead. 

By  Robert  Hof  in  San  Francisco,  with 
bureau  reports 
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PUBLISHING  I 


HERE  COMES  THE  5lfllf, 

SPOILIHG  FOR  A  FIGHT  IH  ST.  lOUIS 


A  light  and  local  tabloid  takes  on  Pulitzer's  venerable  Post-Dispatch 


s 


.unning  his  right  index  finger 
around  the  huge  photo  of  Repre- 
kSentative  Richard  A.  Gephardt  (D- 
Mo.)  that  dominates  a  prototype  front 
page  of  his  new  daily  newspaper,  the  St. 
Louis  Sun,  publisher  Ralph  Ingersoll  II 
matter-of-factly  utters  what  many  re- 
porters would  consider  heresy.  "That's  a 
television  screen,"  he  says,  "and  people 
today  want  newspapers  to  think  for 


been  successfully  launched  in  the  U.  S. 
since  World  War  II.  Indeed,  it  has  been 
barely  three  years  since  the  St.  Louis 
Globe-Democrat  ceased  publication  be- 
cause of  waning  advertiser  support. 
GRABBY  GRAPHICS.  Ingersoll  is  unde- 
terred, however.  He  says  that  many  pub- 
lishers today  simply  fail  to  give  readers 
what  they  want.  The  new  paper — which 
is  being  launched  at  a  cost  of  $20  mil- 


PUBLISHER  INGERSOLL:  "PEOPLE  TODAY  WANT  NEWSPAPERS  TO  THINK  FOR  THEM' 


them,  to  make  things  briefer,  more  con- 
densed— ^just  like  television." 

Welcome  to  newspaper  journalism, 
1990s  style.  IngersoU's  morning  Sun,  a 
tabloid  slated  to  roll  off  the  presses  on 
Sept.  25,  promises  to  be  a  color-splashed 
summary  sheet  for  information-saturat- 
ed baby  boomers  tired  of  long  stories 
and  stuffy  editorial  analyses  of  prob- 
lems half  a  world  away.  It's  a  formula 
that  owes  more  than  a  bit  to  the  Gannett 
Co.'s  USA  Today — but  the  Sun  is  one  of 
the  first  local  dailies  to  go  so  far.  If  he 
succeeds,  not  only  will  Ingersoll  have 
devised  a  format  that  he  can  duplicate  in 
other  lackluster  markets  around  the 
U.  S.,  he  will  have  stood  up  to  one  of  the 
most  venerable  names  in  newspaperdom: 
Pulitzer  Pubhshing  Co.,  whose  flagship 
St.  Louis  Post-Dispatch  dominates  the 
market. 

That  vill  be  no  easy  task.  Few  major 
metropolitan  daily  newspapers  have 


lion — will  be  filled  with  boxes,  lively 
graphics,  and  stories  about  local  news 
and  trends. 

The  Post-Dispatch  may  be  vulnerable 
to  such  an  assault.  The  paper's  current 
daily  circulation  of  375,000  is  2A%  less 
than  the  total  number  of  papers  sold  in 
St.  Louis  back  in  the  early  1980s.  The 
Sun  is  promising  advertisers  that  it  ini- 
tially will  sell  75,000  copies  a  day. 

The  nonunion  Sun  expects  to  publish 
on  the  cheap,  at  least  in  part  because  it 
can  share  some  costs  with  IngersoU's 
chain  of  papers  that  serve  the  St.  Louis 
suburbs.  The  Suii  will  have  a  production 
staff  of  fewer  than  110  nonunion  work- 
ers— one-fifth  the  size  of  the  Post-Dis- 
patch's, production  operation.  Likewise, 
the  Sun's  spartan  80-person  editorial 
staff  should  be  far  less  expensive  to  sup- 
port than  the  300  unionized  reporters, 
editors,  photographers,  and  clerical 
workers  who  crank  out  the  Post-Dis- 


iti 


patch.  Such  cost  efficiencies  bolster  In 
gersoll's  claim  that  he  can  operate  th 
Sun  "quite  profitably"  with  less  than 
33%  share  of  the  market. 

Although  he's  the  challenger,  Inge: 
soli  isn't  planning  to  lure  local  advertis 
ers  by  giving  them  big  breaks  on  rates 
Instead,  he's  promising  not  to  imposi 
rate  surcharges  for  national  advertiser; 
in  the  Sun  while  offering  joint  rates  fo 
classified  and  help-wanted  advertising  ii 
both  the  Sun  and  his  chain  of  suburba: 
newspapers.  The  Sun  claims  to  have  a 
ready  signed  on  some  major  local  adve: 
tisers,  including  top  retailers,  but  won' 
name  them. 

ANOTHER  VIEW.  Perhaps  the  most  tellin: 
difference  between  the  two  dailies  wi 
be  seen  on  their  editorial  pages.  Arguin 
that  the  Post -Dispatch's  liberalism  i; 
out  of  step  with  the  heartland,  Ingersol 
says  his  "commonsense  Yankee  values' 
on  such  issues  as  local  education  am  M 
health  care  will  win  readers  among  con  n 
servative  Missourians.  "The  now-discred  m 
ited  liberal  orientation  depends  on  dis 
tributing  shares  of  a  pie  that's  neve: 
been  baked,"  says  the  son  of  one  o 
Franklin  D.  Roosevelt's  most  arden 
supporters.  "The  Su?i  will  be  more  interj'j  [ 
ested  in  the  art  of  the  possible  than  th' 
art  of  the  desirable.  The  subjects  on  r 
editorial  page  will  not  be  NATO  polic; 
South  Africa,  or  saving  the  whales,  bu 
something  that  connects  with  St.  Louii 
readers." 

Indeed,  Ingersoll  accuses  the  Post 
Dispatch  of  "hypercoverage"  of  racia 
tensions  and  segregation  in  the  St.  Louii 
area  in  both  its  news  and  editorial  col 
umns.  He  promises  his  paper  won 
dwell  on  such  unpleasantries.  Explaini||irr*? 
Ingersoll:  "I  see  nothing  constructive  ii 
continuing  to  lambaste  the  white  base  ii 
St.  Louis  for  these  perceived  wrongs." 

Apparently  unnerved,  Post-Dispatch 
officials  have  announced  a  host  of  edito 
rial  changes.  A  daily  news  summary  de 
buted  on  Sept.  3,  reporting  beats  on  con 
sumer  and  family  issues  have  beer 
added,  more  local  columnists  an 
planned,  and  honchos  for  graphics  anc 
photography  have  been  named  to  im 
prove  the  look  of  the  paper.  On  anothei 
front,  Pulitzer  officials  say  they'll  try  tc 
keep  costs  down  by  taking  a  hard  line  ir 
the  negotiations  over  10  labor  contractf 
that  expire  in  February. 

Eventually,  Ingersoll  may  come  uj 
with  more  schemes  to  link  the  Sun'i 
operations  with  those  of  his  suburbar 
papers.  He  could  give  display  advertis 
ers  special  package  discount  rates,  foi 
example.  It  would  make  sense.  Having 
taken  on  the  mighty  Post-Dispatch,  In 
gersoll  will  have  to  fight  hard  to  mak« 
sure  his  rising  Suyi  doesn't  quickly  set, 
By  James  E.  Ellis  in  St.  Louii 
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MY  MTM  ISN'T 
IE  CAT'S  MEOW 


owner  TVS  is  having  trouble  selling  reruns,  let  alone  fresh  shows 


|he  story  sounds  like  a  Hollywood 
fantasy.  James  Gatward,  the  chief 
executive  of  Britain's  TVS  Enter- 
lent  PLC,  set  off  for  California  last 
in  search  of  international  fame  and 
ne.  He  made  it  to  the  big  time  by 
g  $320  million  for  one  of  America's 
known  TV  studios,  Mary  Tyler 
e's  MTM  Entertainment  Inc. 
ard  had  a  vision:  He  wanted  to  re- 

mtm's  fading  luster  and  open  up 
/istas  for  its  programs  overseas. 

a  great  script,  but  the  per- 
mce  is  getting  lousy  reviews, 
iroduction  company  has  failed 
me  up  with  any  new  hits  on 
ican  network  television.  And 
syndication  market  has  be- 

glutted,  leaving  buyers  un- 
g  to  offer  top  dollar  for 
>  older  fare,  such  as  The 
'  Tyler  Moore  Show,  Lou 
t,  and  Hill  Street  Blues.  The 
::  MTM's  profits  have  fallen 

cliff  (chart).  Yet  TVS  desper- 
needs  more  income.  The  com- 

doubled  its  size  overnight 
ilso  borrowed  heavily  for  the 
purchase. 

Tipany  directors  are  known  to 
;appointed  with  mtm's  perfor- 
e.  Investors  are  none  too  hap- 
ther:  TVS  shares  have  sharply 
•performed  the  major  televi- 
stocks.  The  company's  Lon- 
narket  capitalization  of  $270 
n  is  even  lower  than  the  price 
d  for  MTM. 

may  not  be  able  to  wait  very 
for  MTM  to  improve.  Gatward 
icerned  about  1992,  when  all 
ritain's  commercial  television 
hises  will  be  put  up  for  auc- 
-including  TVS's  lucrative  op- 
)n  in  southern  England.  He  was 
;ing  on  income  from  MTM  to  help 
nake  the  highest  bid  for  his  station. 

preparing  for  the  worst,  he  also 
jht  mtm's  revenues  could  keep  TVS 
;  if  he  lost  the  TV  outlet.  TVS  made 

million  in  pretax  profits  in  1988  on 

of  $347  million. 

;  OF  YAWNS.  Gatward  needs  a  hit 
,  but  there's  no  sign  that  he's  about 
it  one  from  the  latest  crop  of  MTM 
ictions.  Two  of  mtm's  recent  offer- 
drew  network  interest  in  the  U.  S., 
ailed  to  make  the  fall  lineup.  This 
ner,  NBC  Inc.  aired  some  episodes  of 
a  sitcom  about  a  hip  Georgetown 


(D.  C.)  radio  station.  NBC  hasn't  decided 
whether  to  pay  for  more.  Meantime,  ABC 
ordered  up  Capital  News,  a  drama  fea- 
turing Lloyd  Bridges  as  the  patriarchal 
editor  of  a  fictional  Washington  newspa- 
per, but  chose  not  to  subscribe.  At  best, 
the  shows  might  be  aired  as  replace- 
ments for  other  programs  that  fail  to 
stir  viewer  interest. 

MTM  has  a  few  other  projects  in  the 
works.  It's  developing  a  pilot,  based 
on  Britain's  anti-Establishment  sitcom 


MTM'S  FM  :  THE  HIP  RADIO-STATION 
SITCOM  DIDN'T  MAKE  ANY  WAVES 


Young  Ones,  for  the 
Fox  Co.  network.  MTM  is 
also  planning  first-run 
shows  for  syndication. 
The  studio's  only  ongo- 
ing series  on  network  TV 
is  Newhart,  a  sitcom 
that  is  now  beginning 
its  eighth  year  on  CBS 
and  finished  last  season 
a  respectable  49th  in  the  ratings. 

You  can't  blame  TVS  for  bringing  on 
mtm's  woes:  The  outfit  hasn't  had  a 
bona  fide  hit  since  1982.  Instead,  it  has 
rolled  out  such  bombs  as  Tattingers  and 
Annie  McGuire,  the  latter  featuring 
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Moore  herself.  None  of  mtm's  recent 
shows  have  survived  the  networks  long 
enough  to  pay  back  development  costs — 
or  to  build  up  enough  episodes  for 
syndication. 

Worse  yet,  MTM  is  having  trouble  sell- 
ing its  enviable  library  of  evergreen  hits. 
Prices  are  depressed.  And  the  growing 
European  market  isn't  picking  up  the 
slack.  "Europe  will  always  be  secondary 
to  MTM,"  claims  analyst  Mark  Astaire  of 
Security  Pacific  Hoare  Govett. 
UNDER  FIRE.  Gatward  has  shaken  up  TVS 
in  an  attempt  to  improve  mtm's  perfor- 
mance. Earlier  this  month,  Gatward 
hired  Greg  Phillips,  formerly  of  CBS  In- 
ternational, to  bolster  MTM's  internation- 
al sales  effort.  And  mtm's  chief  U.  S. 
syndication  officer,  Joe  Indelli,  left  the 
company.  He  was  the  latest  to  join  the 
parade  of  executives  who  have  exited 
TVS  since  the  MTM  deal:  The  company 
also  lost  its  corporate  development 
chief,  Michael  Pilsworth,  and  the 
joint  chiefs  of  TVS's  services  unit, 
Peter  Clark  and  Peter  Thomas. 

Gatward  is  also  juggling  assets, 
in  a  turn  away  from  his  diversifi- 
cation strategy.  He  recently  raised 
$70  million  by  selling  such  hold- 
ings as  TVS's  trade  fair  unit,  Mi- 
dem  Organization.  That  helped  cut 
debt  from  lOO'X  of  capital  to  an 
estimated  59%,  or  about  $102 
million. 

Barring  a  big  U.  S.  hit  or  a  firm- 
ing of  the  syndication  market, 
what  else  can  Gatward  do?  Outsid- 
ers speculate  that  he  may  cut 
spending  on  MTM's  program  devel- 
opment or  bring  in  another  inves- 
tor who'll  help  create  and  distrib- 
ute shows.  Gatward  and  MTM  exec- 
utives declined  to  be  interviewed. 

At  least  one  important  investor 
remains  confident  about  TVS's 
prospects  over  the  long  haul. 

France's  Canal  Plus,  a 
cable  operator  that 
picked  up  10%  of  TVS 
stock  to  support  the  MTM 
bid,  expects  two  years  of 
"negative"  results  from 
MTM,  then  a  marketing- 
driven  turnaround.  "We 
should  find  the  same  dy- 
namics of  growth"  that 
characterized  MTM  years 
ago,  says  Director  Gen- 
eral Pierre  Lescure. 

Even  under  this  opti- 
mistic scenario,  Gatward 
has  to  worry  about  the 
possibility  that  TVS  wall 
be  vulnerable  in  1992.  Without  a  hit 
sometime  soon,  Gatward's  Hollywood 
fantasy  could  wind  up  with  an  unhappy 
ending. 

By  Richard  A.  Melcher  in  London,  and 
Ronald  Grover  in  Los  Angeles 
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EXECUTIVE  SUITE  I 


A  RAIDER  TRIES  TO  BEAT 

ASHER  EDELMAN  AT  HIS  OWN  GAME 


Martin  Ackerman  is  waging  a  tough  proxy  fight  for  Datapoint 


EDELMAN  AND  ACKERMAN:  HAS  DATAPOINT  BEEN  MISMANAGED  AND  MILKED  FOR  CASH? 


If  raider  Asher  B.  Edelman  was  sur- 
prised to  hear  that  a  New  York  in- 
vestor was  trying  to  force  him  out  of 
the  chairmanship  of  troubled  minicom- 
puter maker  Datapoint  Corp.,  he 
shouldn't  have  been.  The  investor,  Mar- 
tin S.  Ackerman,  says  he  got  the  idea 
from  Edelman  himself.  A  year  ago,  Ack- 
erman met  with  Edelman  to  discuss  a 
possible  investment  in  another  company. 
"He  said  casually,  'You're  wasting  your 
time — you  should  be  looking  at  Data- 
point,'  "  says  Ackerman.  "So  I  did." 

When  Ackerman  finished  looking,  he 
started  buying.  By  Sept.  7,  he  had  4.6% 
of  the  San  Antonio  company's  shares. 
He  then  filed  a  petition  with  the  Securi- 
ties &  Exchange  Commission  soliciting 
proxies  to  replace  Datapoint's  board 
with  himself  and  three  colleagues.  Ack- 
erman says  his  team  can  do  better  than 
Edelman's,  which  has  posted  $126  mil- 
lion in  losses  in  four  years  (chart). 
UPPING  THE  STAKES.  Edelman's  re- 
sponse: On  Sept.  11  and  12,  he  and  his 
associates  bought  3  million  shares,  up- 
ping  the  group's  stake  in  Datapoint  to 
40%  from  10.5%.  Reached  in  his  Paris 
office,  Edelman  declined  to  comment  on 
the  coming  proxy  fight:  "I  have  bought 
40%  of  the  company.  There's  nothing 
else  I  can  say."  His  attorneys  have  sued 


in  federal  court,  charging  among  other 
claims  that  Ackerman  violated  securities 
laws  by  soliciting  proxies  before  filing 
with  the  SEC. 

Without  having  seen  the  suit,  Acker- 
man, a  lawyer  and  self-described  work- 
out expert,  said  it  would  not  deter  him: 
"I  assume  it's  an  opening  litigation 
ploy."  Ackerman  became 
the  center  of  controversy 
in  1969  when,  as  presi- 
dent of  Curtis  Publishing 
Co.,  he  shut  The  Satur- 
day Eveyiing  Post.  Be- 
fore retiring  to  England, 
he  represented  Clifford 
Irving,  who  was  convict- 
ed of  faking  interviews 
with  Howard  Hughes  in 
a  book  he  sold  to 
McGraw-Hill  Inc.,  pub- 
lisher of  BUSINESS  WEEK. 
Ackerman  came  out  of 
retirement  and  in  1987  took  control  of  a 
computer  distributor,  Authorized  Distri- 
bution Network  Inc.,  through  which  he 
bought  Datapoint  shares. 

The  proxy  battle  will  focus  on  Acker- 
man's  assertion  that  Datapoint  misman- 
aged its  computer  business  and  risked 
the  company's  cash  in  other  Edelman 
investments.  Operations  have  lagged  for 


DATAPOINT'S 
POOR  PERFORMANCE 
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years:  Since  the  1970s,  when  Datapoii 
pioneered  what  is  now  known  as  loc 
area  networking,  the  company  has  mac 
few  technological  advances.  As  for  Edt 
man's  investments,  when  they  did  well- 
the  portfolio  doubled  to  $40  million  b 
tween  1986  and  1988— his  Arbitrage  S 
curities  Co.  collected  a  25%  fee.  Th: 
amounted  to  $2.3  million  in  1988.  In  ad( 
tion,  the  board  keeps  on  voting  dividen( 
on  preferred  shares.  Last  year's  $9.8  m 
lion  dividend  payment  wiped  out  an  i 
million  net  profit. 

Since  relocating  to  Europe,  Edelman 
record  has  been  mixed.  He  made  $! 
million  off  his  stake  in  British  congloi 
erate  Lonrho  PLC.  Since  then,  he  hi 
acquired  9%  of  troubled  British  retalL 
Storehouse  PLC,  but  the  company  hi 
rejected  Edelman's  overtures,  and  he 
barred  from  launching  a  takeover  un 
next  July.  Meanwhile,  he's  sitting  on  p^ 
l>er  losses  of  $23  million.  Datapoi 
won't  say  what  its  share  of  those  loss 
is.  In  the  first  nine  months  of  Da 
point's  fiscal  year,  ended  Apr.  30,  t 
company  lost  $20  million,  including 
$6.4  million  loss  on  investments. 
'DOWN  THE  DRAIN.'  Edelman  has  plen 
of  critics.  Glickenhaus  &  Co.,  an  inve 
ment  bank  that  once  held  8.2%>  of  Da 
point,  sold  its  shares  over  the  past  yea 
"My  feeling  was  that  Edelman  w£ 
treating  Datapoint  as  a  trading  vehic' 
rather  than  as  a  computer  company 
says  Raymond  Frankel,  a  Glickenhat 
portfolio  manager.  "It  was  a  way  of  gi 
ing  him  money  to  trade  with,  and  ihi 
wasn't  what  we  wanted." 

Former  Datapoint  President  Edwar 
P.  Gistaro — the  first  of  five  CEOs  in  foi 
years — says  Edelman's  reputation  as 
raider  began  hurting  sales  after  he  a 
rived  in  1985.  "The  order  rate  droppe 
50%  in  the  quarter  whe 
he  took  over,  and  it  nev( 
recovered,"  says  Gistari 
president  of  DocuCon, 
computer-imaging  compi 
ny.  From  1985  to  1981 
U.  S.  revenues  fell  to  $4 
million,  from  $315  millioi 
Ackerman  says  th£ 
Edelman  "guaranteed  th 
U.  S.  business  would  g 
down  the  drain"  when  h 
spun  off  Datapoint' 
U.  S.  service  busines 
His  solution:  "You've  g( 
a  real  shot  to  turn  this  around — if  yo 
get  rid  of  the  U.  S.  operation."  Even 
he  loses,  Ackerman,  57,  promises  a  re; 
show.  "This  is  the  first  time,"  he  say 
with  brio,  "the  attacker  has  been  a 
tacked  by  a  professional." 

By  Geoff  Lewis  in  New  York,  urith  Toi 
Mason  in  Dallas,  Thane  Peterson  in  Pari 
and  Mark  Maremont  in  London 
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AUTOS  I 


CAR  BUFF  LOSH  WAS  KNOWN  FOR  OCCASIONALLY  ROLLING  THE  PONTIACS  HE  TEST-DROVE 


TEACHING  AN  OLDSMOBILE 
NEW  TRICKS 


Can  Michael  Losh's  sleek  new  models  lure  younger  buyers: 


ichael  Losh  wants  everything 
Olds  to  be  new  again.  Don't  like 
I  the  Olds  you  drove  out  of  the 
showroom  a  few  weeks  ago?  Well,  bring 
it  back  within  30  days  or  1,500  miles  and 
get  a  new  one.  So  promised  the  fledgling 
general  manager  of  General  Motors 
Corp.'s  Oldsmobile  Div.  in  a  plan  un- 
veiled on  Sept.  7.  And  by  the  time  1993's 
models  roll  out,  Olds  will  have  an  entire- 
ly new  lineup  of  cars  and  light  trucks. 
Losh's  quest  for  the  new  extends  to  his 
customers:  He's  gearing  many  of  his 
new  offerings  to  the  35-55  age  group 
that  Olds  must  win  over  to  fend  off  the 
imports. 

There's  no  doubt  that  Oldsmobile 
needed  a  change.  GM's  first  car  division, 
Olds  is  now  also  its  weakest.  While  the 
other  divisions  have  stabilized  after  sev- 
eral years  of  declining  market  share, 
Olds  continues  to  slide.  It  held  only  6.1% 
of  the  U.  S.  passenger-car  market  in  the 
first  eight  months  of  1989,  down  from 
nearly  10%  in  1985  (chart).  Losh  is  deter- 
mined to  reverse  the  decline.  "I  think 
we'll  be  able  to  look  back  and  say  1989 
was  the  low-water  mark,"  he  predicts. 

Oldsmobile's  most  persistent  problem 
has  oeen  that  it  is  seen  as  a  stodgy  car 
drive,  by  the  fiftysomething  crowd. 
"They  stayed  with  the  same  image  too 
long,"  says  Don  Mackey,  owner  of  Don 
Mackey  Oldsm'-bilc-Cadillac  Inc.  in  Tuc- 
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son.  But  Olds  introduced  ads  last  year 
aimed  at  changing  all  that  by  using  the 
tag  line:  "This  is  not  your  father's  Olds- 
mobile." This  year's  ad  campaign  contin- 
ues to  pair  famous  parents  and  off- 
spring, including  a  purple-haired 
daughter  and  her  pony-tailed,  earring- 
sporting  father:  Ringo  Starr. 

Reviews  have  been  decidedly  mixed. 
In  a  backhanded  compliment  to  the  cam- 
paign's visibility,  a  recent  Saab  ad 
bragged  that  it  was  "Definitely  not  your 
father's  Oldsmobile."  Yet,  as  dealer 
Allen  R.  Chapman,  co-owner  of  Allen 
Motor  Co.  in  Cedar  Rapids,  Iowa,  notes: 
"The  campaign  has  high  recognition, 
and  people  like  it  a  lot.  But  I  can't  say 


HOW  OLDSMOBILE  IS 
HURTING  6M 
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□  GM  TOTAL 
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it  has  helped  us  sell  a  lot  of  can 

Enter  Losh,  43,  who  is  not  your 
ther's  idea  of  a  GM  executive.  The  Ian 
fast-tracker  stepped  into  the  top  job 
Olds  in  June  from  the  general  mam 
er's  post  at  the  successful  Pontiac  D 
There,  the  ex-finance  staffer  had  built 
reputation  as  a  marketing  whiz  and 
car  buff.  He  was  as  well-known  for  oci 
sionally  rolling  a  Pontiac  as  he  was  i 
packaging  performance  cars  with 
proper  blend  of  engines,  racy  looks,  a 
advertising  to  appeal  to  younger  buye 
After  one  such  turnover  on  a  resident 
road,  he  made  a  point  of  blaming 
own  driving  rather  than  the  car. 
STUDIO  SHUFFLE.  Once  at  Olds,  Losh  i 
mediately  focused  on  livening  up  t 
cars.  He  begged  off  from  corporate  ta 
forces  and  other  duties  of  a  GM  vii 
president  to  shuttle  back  and  forth 
the  Olds  design  studios.  There  he  devi 
ed  himself  to  packaging  and  pricing  t 
options  for  the  1990  models,  as  well 
critiquing  designs  for  future  cars. 

He  had  plenty  to  work  with.  The  n 
1990  models  include  the  Silhouette 
Olds  version  of  GM's  new  plastic-bod 
minivans;  a  four-door  Cutlass  Supre 
and  a  totally  redesigned  Trofeo  cou 
the  upmarket  version  of  the  Torona 
The  lineup  also  includes  a  sporty  Cutl 
Supreme  convertible  due  in  midye 
Olds'  first  soft-top  since  1975. 

Losh's  imprint  already  is  apparent 
the  Trofeo.  A  foot  longer  and  redesig 
to  look  more  substantial,  it  also  adds 
airbag  as  standard  gear  this  year. 
Losh  countered  sweeping  price  hikes 
GM's  large  cars  by  keeping  Trofe 
$25,000  price  tag  unchanged  from  19 
Losh  thinks  the  new  model  can  he 
push  combined  sales  of  Toronado  a 
Trofeo  to  23,000  cars  in  1990,  up  from 
estimated  9,000  this  year.  Overa 
Losh's  1990  target  is  675,000  cars 
from  about  640,000,  or  about  6.7%  of  t  ^ 
estimated  U.  S.  car  market. 

Losh's  task  will  get  tougher  as 
tries  to  go  after  younger  buyers  becau 
many  of  them  have  become  hooked 
imports.  Foreign  auto  makers  alrea* 
attract  44%  of  car  buyers  under  age  '  i 
according  to  market  researcher  J. 
Power  &  Associates.  And  imports  nc 
are  moving  into  Oldsmobile's  core  fk 
of  midsize  and  large  cars  as  well.  T 
redesigned  1990  model  of  the  once-co 
pact  Honda  Accord,  for  example,  is  i 
mored  to  have  a  wheelbase  almost  * 
long  as  the  midsize  Cutlass  Supreme. 

That  makes  Losh  cautious  about  pi 
dieting  new  peaks  for  Olds.  "We've  g 
to  get  this  ship  turned  around,"  he  saj 
"When  we  do,  then  we  can  talk  abo 
how  high  is  up."  Meanwhile,  he's  hap 
to  talk  about  what's  new. 

By  Jmnes  B.  Treece  in  Detn 


bor  us,  an  omce  is  anyplace 
you  do  businesa 


Work  isn't  the  only  place  where 
work  gets  done. 

Sometimes  business  can  take 
you  door  to  door  Or  office  to  office. 
Or  for  that  matter,  city  to  city 

So,  at  Toshiba,  we  make  com- 
puters and  printers  that  are  as 
mobile  as  you  are. 

Our  full  line  of  very  portable, 
very  powerful  PCs  ranges  ft'om  a 
6.4-pound  battery  operated  lap- 
top, to  a  19-pound  AC-powered 
portable  workstation. 

And  our  full  line  of  very  reliable 
printers  includes  a  letter-quality, 
battery-operated  portable  that 
weighs  less  than  some  printer 
instruction  manuals. 

So  whether  you're  working 
independently  or  networking  at 
the  office,  you  can  get  your  ideas 
across  virtually  any  way  you 
want,  any  time  you  want. 

All  of  which  means  that  it's 
now  possible  to  be  the  most  pro- 
ductive person  at  the  office. 

Even  when  you're 
not  at  the  office. 


/r.r/>n  s,s  Wnirr  301:  ■}  lbs,  It  ltcr-auality,  24-(k)t  fnini 
lu  ud.  6i)cps.  Tdshiba/Qunw  ana  Epson  LQ  emuUititms, 
5  restdi'nt  fimls. 

TI  an):  Ihttcry-txiurml  2H6/12MHz  2nMR  hard  disk 
.  until -JTnisn  wrrss,  l,mm.V/i"  df-h  ltr  dnir.  1MB 
I  RAM ,  xpandahli'  tii  SMB.  diiachahU-  Ixukltl  hX'A 
4  amiputwlc  LCD,  ri'movabk  recharf^cabk'  battery  packs. 
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I  For  more  infimmtiim  call  l-80(M57-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  Amenca  Information  Systems.  Inc.,  Computer  Systems  Division 


MARKETING  I 


HOW  MILLER  GOT  DUNKED 
IN  MATILDA  BAY 


Even  the  magicians  of  Mad  Ave.  couldn't  heat  up  this  wine  cooler 


atilda  Bay,  the  mythical  Aussie 
town  where  crocodiles  serve  as 
hedge-trimmers  and  bush  hats 
boomerang  around  pubs,  is  about  to  fall 
off  the  map. 

Two  years  ago,  one  of  Miller  Brewing 
Co.'s  ad  agencies  dreamed  up  the  zany 
burg  to  launch  the  brewer's  late  entry 
into  the  wine-cooler  business.  Miller 
spent  about  $30  million 
to  push  its  Matilda  Bay 
wine  coolers  in  late  1987 
and  1988,  hoping  to  tap 
into  the  craze  for  Aus- 
tralia. By  the  end  of 
last  year,  the  company 
had  sold  more  than  5 
million  cases  of  the 
sweet,  noncarbonated 
drink.  That  made  it  the 
maker  of  the  nation's 
No.  4  wine  cooler,  be- 
hind Joseph  E.  Seagram 
&  Sons,  E&J  Gallo  Win- 
ery's Bartles  &  Jaymes, 
and  Stroh  Brewery's 
California  Cooler. 

But  Matilda  Bay  was 
no  romp  through  the 
outback.  Despite  its  ear- 
ly sales  gains.  Miller's 
first  foray  outside  the 
beer  business  since  Pro- 
hibition lost  money  for 
seven  straight  quarters. 
Wholesalers  say  that 
sales  plunged  about 
50%  in  the  first  eight  months  of  this 
year,  compared  with  an  estimated  indus- 
try decline  of  nearly  117".  Discounts  to 
retailers  during  the  crucial  summer  sell- 
ing months  failed  to  revitalize  Matilda 
Bay's  sales.  Even  the  company's  efforts 
to  unload  the  business  failed. 
BAD  TIMING.  It  came  as  no  surprise,  then, 
when  Miller  announced  plans  to  shut  off 
Matilda  Bay's  spigot  by  early  Novem- 
ber. The  company  says  it  has  decided  to 
pour  its  money  into  growing  areas  in- 
stead, such  as  its  Genuine  Draft  beer, 
because  it  believes  the  wine-cooler  indus- 
try' will  keep  slowing  down.  "Miller 
doesn't  make  mistakes  very  often,"  says 
Stephen  G.  Bowen  Jr.,  president  of  J. 
Wa]tf;r  Thompson  USA.  "But  when  it 
does,  it  cuts  its  losses  fairly  quickly." 

Matilda  Bay's  losses  aren't  likely  to 
affect  Miiler's  bottom  line  much.  But  the 


product  is  one  of  Miller's  few  notable 
new-product  failures  since  Philip  Morris 
Cos.  bought  it  nearly  two  decades  ago. 
In  1975,  with  infusions  of  capital  and 
marketing  savvy  from  its  new  parent, 
the  Milwaukee-based  brewer  introduced 
the  low-calorie  beer,  Lite.  It  now  ac- 
counts for  half  of  all  low-calorie  brew 
sold  in  the  U.  S.  Miller's  operating  reve- 


nues hit  $3.3  billion  last  year,  up  5.19^, 
while  operating  income  climbed  11.77t>,  to 
$190  million. 

So  what  went  wrong  with  Matilda 
Bay?  Miller's  timing,  mostly.  It  began  a 
national  rollout  of  the  cooler  in  Septem- 
ber, 1987 — after  the  peak  summer  sea- 
son and  about  six  months 
after  wine  coolers  began 
their  steep  decline  (chart). 

Moreover,  industry  ob- 
servers note  that  Miller 
joined  the  fray  just  as  the 
industry's  leaders  had 
whipped  the  market  to  a 
froth  in  a  battle  to  win 
share.  "They  entered  at  a 
time  when  the  trade  was 
already  shell-shocked," 
says  Jon  Fredrikson,  presi- 
dent of  wine  industry  econ- 
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omists  Gomberg,  Fredrikson  &  Ass] 
ciates.  He  notes  that  by  1985  more  th; 
100  varieties  were  on  the  market.  I 
1987,  the  shakeout  had  begun,  and  fi 
brands  dominated  store  shelves. 
'PET  ROCK.'  Miller  figured  that  its  m 
carbonated  formula  and  its  decision 
package  the  cooler  in  four-liter  bo: 
and  bottles  would  help  it  carve  out 
niche.  Yet  its  initial  marketing  effoi 
seemed  confused.  In  San  Diego  and  Dt 
ver,  it  tested  the  product  as  an  Austi 
lian  import,  while  in  Atlanta  and  Kans 
City,  the  product's  TV  spots  showi 
dark-skinned  natives  on  a  tropical  is 
Miller  ultimately  cast  Matilda  Bay  as  ; 
Australian  cooler,  hoping  to  cash  in  i 
the  popular  movie  "Crocodile"  Dund( 
In  hindsight,  the  decision  may  have  bei 
risky  in  the  fickle  b( 
erage  business. 

Miller  quickly  re 
ized  that  its  produ 
was  in  trouble.  By  t 
fall  of  1988,  it"  h 
pulled  the  plug  on  all 
its  TV,  radio,  and  pri 
ads  for  the  brand,  re' 
ing  instead  on  less  coi 
ly  point-of-sale  displaj 
And  while  Miller  did 
troduce  another  flav 
last  year,  one  disgru 
tied  wholesaler  says, 
was  too  little,  too  lat( 
Adds  Theodore 
Kneidl,  a  St.  Louis  b€ 
erage  consultant  a 
once  head  of  Anheus( 
Busch  Co.'s  beveraj 
group:  "By  that  time, 
had  become  a  two-hor 
race  between  Bartles 
Jaymes  and  Seagram 
Miller  now  is  simf 
cutting  its  losses, 
would  have  had 
gross  $5.85  a  case  just  to  cover  the  cos 
of  a  full  advertising  campaign,  sa 
Frank  Walters,  research  director  for  I 
pact/ Market  Watch.  He  figures  th 
Miller  was  grossing  $3  to  $4  a  case. 

Some  argue  wine  coolers  were  bou 
to  fizzle.  Says  Leo  J.  Shapiro,  a  Chicag 
based  marketing  const 
tant  "The  wine-cool 
is  the  pet  rock  of  t 
liquor  business."  I 
deed,  if  Miller  h 
looked  skeptically  at  i| 
beat  forecasts  of  2( 
annual  growth  and  pc 
more  attention  to  its 
vals'  travails,  it  mig 
have  avoided  lots 
trouble. 

By  Julia  Flynri  Si 
in  Chicago 


MILLER'S 
POOR  TIMING 
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Recently,  Irv  Gordon  of  Patchogue,  N.Y,  drove  his  1966 
Volvo  P1800  past  the  one  million  mile  mark. 

A  feat  that  should  go  a  long  way  towards  proving 
what  we've  been  saying  all  along:  Volvos  are  built  to  go  a  long  way. 

The  funny  thing  is,  Irv  didn't  buy  his  Volvo  because  it 
was  rugged,  reliable  and  built  to  last 

"I  just  liked  the  way  it  looked,"  he  says. 

But  after  21  years  and  one  million  miles, 
he's  quick  to  add,  "I  like  the  way  it  drives,  too." 


EDITED  BY  KATHLEEN  KERWIN 


JAGUAR  GOES  FOU 
THE  LION'S  SHARE 


►  Jaguar  is  trying  to  scratch 
out  a  bigger  share  of  the  luxu- 
ry car  market  with  a  stripped- 
down  version  of  its  mainstay 
XJ-6  sedan.  By  skipping  some 
of  the  trimmings,  Jaguar  cut 
the  new  model's  price  to 
$39,700  from  $43,500  for  last 
year's  standard  model.  The 
British  auto  maker  will  also 
add  a  top-of-the-line  Jaguar  Ma- 
jestic for  $53,000.  With  profit 
margins  shrinking  and  U.  S. 
sales  off  18%  since  1986,  Jag- 
uar wants  to  boost  sales 
volume  by  chasing  a  broader 
market. 

The  new  entry-level  Jag  aims 
squarely  at  Toyota  and  Nissan, 
whose  new  luxury  lines,  Lexus 
and  Infiniti,  debut  this  fall  with 
top-end  cars  priced  between 
$35,000  and  $40,000.  Jag  wants 
to  be  sure  the  Japanese  up- 
starts don't  lure  buyers  trading 
up  from  Cadillac  and  Lincoln 
cars,  who  traditionally  account 
for  up  to  half  its  customers. 


MURDOCH  MAKES 

AN  OFFER  FOR  MGM/UA 


►  He  hadn't  made  a  big  deal  in 
months.  Now,  media  mogul  Ru- 
pert Murdoch,  who  already 
owns  the  Fox  studios,  has  of- 
fered to  buy  MGM/UA  Commu- 
nications for  $1.8  billion.  Mur- 
doch, in  the  midst  of  launching 
a  satellite  delivery  system  in 
Britain,  would  use  MGM/UA's 
vast  movie  and  TV  library  as  a 
programming  source.  The  bid 
could  kill  Qintex's  $600  mil- 
lion deal  to  buy  the  United 
Artist  portion  from  MGM/UA 
owner  Kirk  Kerkorian.  That  ac- 
quisition was  set  to  close  Sept. 
30. 


MICHAEL  JACKSON  WILL 
MOONWALK  IN  LA  GEAR 


►  Earlier  this  year,  la  Gear 
paid  an  estimated  $1  million  to 
basketball  star  Kareem  Abdul- 
Jabbar  as  part  of  a  bid  to  el- 
bow its  way  into  the  men's  ath- 
letic-shoe market.  Now,  the 


company,  which  made  its  name 
with  brightly  colored  shoes 
more  suited  to  Valley  girls  than 
to  jump  shooters,  is  returning 
to  its  fashion  roots,  la  Gear 
signed  rock  superstar  Michael 
Jackson  to  a  "lasting  relation- 
ship" deal  to  create  a  new  line 
of  fashion  sneakers — and  may- 
be clothing — bearing  the  sing- 
er's name. 

The  deal  is  said  to  be  in  ex- 
cess of  the  $10  million  that 
Jackson  received  for  his  recent- 
ly ended  contract  to  hawk 
Pepsi.  The  31-year-old  singer  is 
expected  to  moonwalk  and 
break  dance  in  LA  Gear  shoes 
in  videos  and  TV  commercials  to 
the  sounds  of  his  upcoming 
greatest-hits  album. 


MORE  TROUBLE 
ON  THE  S&L  FRONT 


►  Savings  and  loans  could  face 
more  trouble  than  they  thought 
under  the  new  s&L  law.  The 
reason:  The  Office  of  Thrift  Su- 
pervision is  imposing  tougher- 
than-expected  capital  require- 
ments. The  OTS  has  to  comply 
with  the  law's  demand  that 
thrift  rules  be  "no  less  strin- 
gent" than  bank  capital  regula- 
tions at  a  time  when  bank  rules 
are  in  flux. 

Bank  capital  standards  will 
change  in  1991  when  the 
amount  of  capital  they  are  re- 
quired to  hold  will  depend  on 
the  riskiness  of  their  assets. 
The  OTS  decided  on  Sept.  12  to 
set  tough  standards  by  the  end 
of  1989.  A  later  deadline  had 


'A  LOAN  IS  A  LOAN  IS  A  LOAN  IS  A  LOAN' 


Donald  Trump  may  know  plenty 
about  the  art  of  the  deal.  But  if 
you  want  to  hear  the  poetry  of 
business,  listen  to  James  Autry. 
In  his  spare  time,  when  he's  not 
running  the  Magazine  Publish- 
ing Group  at  Meredith  Corp., 
Autry  pens  odes  to  the  world  of 
commerce.  Among  his  most-re- 
quested works:  Thoughts  on 
Firing  a  Salesman  and  What 
Persoyinel  Handbooks  Never 
Tell  You. 

Autry  concedes  that  business  poetiy  sounds  a  little  oxymo 
onic.  But  he's  writing  about  "the  emotion  of  business,"  m 
debits,  credits,  and  front-end-loaded  junk  offerings.  "I  pi; 
away  from  all  that  macho  stuff  and  celebrate  the  joy  and  gri( 
and  anger,"  he  explains.  He  has  already  published  two  colle 
tions  of  his  poetry,  and  a  third  volume  is  scheduled  for  public 
tion  by  William  Morrow  &  Co.  next  spring.  It's  called  For  Lo\ 
&  Profit.  Autry  also  appears  Sept.  22  on  the  PBS  speci. 
Mayers:  The  Power  of  the  Word.  Don't  worry:  Trump  will  m 
be  on  the  show. 


been  widely  predicted.  A  pre- 
liminary OTS  estimate  shows 
that  as  many  as  1,200  S&Ls 
could  fail  to  meet  the  standard. 
Those  not  in  compliance  will 
have  to  submit  a  plan  to  raise 
more  capital  or  shed  assets. 


SEARS  TOWER:  GOING 
ONCE,  GOING  TWICE . . . 


►  Last  October,  Sears  Roebuck 
hoisted  a  "for  sale"  sign  atop 
its  110-story  tower,  the  world's 
tallest.  Asking  price:  over  $1 
billion.  Now,  Sears  may  have  to 
settle  for  less.  Canadian  devel- 
oper Olympia  &  York  balked 


at  expected  tax  costs  ar 
dropped  its  $1  billion  or  so  bi 
Other  potential  buyers  w 
face  headaches,  too.  The  1 
year-old  tower  needs  renov 
tions.  And  enough  tenan 
must  be  found  to  repla( 
Sears'  6,000-member  mercha 
dise  group  that's  moving 
cheaper  suburban  digs.  Sellir 
the  tower  is  a  key  aspect 
Sears'  restructuring  plan 
nounced  last  year.  Buyers 
lieved  to  still  be  in  the  runnir 
include  JMB  Realty,  LaSal 
Partners,  and  Aldrich  Eastm; 
&  Waltch. 


lANDirS  BEACHHEAD  |l 
IN  EUROPE 


►  Tandy  Corp.  is  trying  a  famj 
iar  strateg}'  in  Europe,  whe: 
its  personal  computers  hai 
failed  to  crack  the  businei 
market.  It's  paying  Sweden 
Datatronics  about  $120  millic 
for  its  Victor  and  Micronic  I 
lines.  Tandy  hopes  sales  undi 
the  Victor  name  will  sitppo 
Tandy  manufacturing  plan 
throughout  Europe  before  tl 
European  Community  droj 
most  internal  trade  barriers 
1992.  Victor  machines  accoui 
for  1.5%  of  European  sale 
Tandy  spun  off  its  foreig 
stores  in  1986. 
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CAPITAl  GAIKS:  AS  THE  DEMOCRATS 
SQUABBLE,  BUSH  MAY  SCORE 


There  are  only  three  things  that  are  certain  in  Washing- 
ton: death,  taxes,  and  the  ability  of  Democrats  to  get 
into  trouble  whenever  they  get  anywhere  near  the  latter. 
You  couldn't  find  a  better  example  than  the  fight  over  a 
capital-gains  tax  cut.  The  Democrats  are  divided  and  about  to 
hand  George  Bush  an  enormous  victory. 

With  solid  control  of  Congress,  the  Democrats  seemed  sure 
to  block  Bush's  campaign  pledge  to  restore  a  tax  break  on 
capital  gains.  But  disunity  did  in  their  position.  Unable  to  block 
a  cut  outright,  House  Ways  &  Means  Committee  Chairman 
Dan  Rostenkowski  (D-Ill.)  tried  to  build  a  bipartisan  consensus 
behind  a  plan  to  index  gains  to  inflation  and  provide  an  extra 
tax  break  for  very  long-term  holdings.  The  Ad- 
ministration was  prepared  to  buy  Rosty's  deal, 
but  neither  Ways  &  Means  liberals  nor  the  House 
Democratic  leadership  would  climb  aboard.  With 
talks  at  an  impasse  on  Sept.  13,  committee  Repub- 
licans and  six  Democratic  allies  seemed  ready  to 
push  through  a  proposal,  drafted  by  Representa- 
tive Ed  Jenkins  (D-Ga.),  lowering  the  top  rate  on 
gains  from  337f  to  19.67'  for  the  next  two  years 
and  287'  indexed  for  inflation  after  that. 

Although  Democratic  leaders  talk  bravely  of 
continuing  the  fight  on  the  House  floor,  they 
don't  appear  to  have  the  votes.  At  worst,  the 
Administration  would  end  up  with  either  a 
straight  rate  reduction  or  a  revived  Rostenkowski  plan,  both 
of  which  it  finds  acceptable. 

GETTING  EVEN.  In  the  Senate,  Finance  Committee  Chairman 
Lloyd  Bentsen  (D-Tex.),  who  is  still  smarting  from  George 
Bush's  hardball  Presidential  campaign  tactics,  has  thrown  the 
White  House  a  curve.  On  Sept.  12,  Bentsen,  who  had  hinted 
that  he  might  support  a  capital-gains  tax  reduction,  came  out 
against  the  idea.  Instead,  he  urged  Congress  to  restore  part  of 
the  individual-retirement-account  benefit  taken  away  by  tax 
reform  in  1986.  Bentsen's  plan  would  give  a  tax  cut  of  up  to 
$330  a  year  to  those  individuals  who  contribute  $2,000  to  an 
IRA.  Bentsen  would  also  allow  withdrawals,  without  any  penal- 


ty, in  order  to  finance  education  or  first-time  home  purchase 
Although  Bentsen  has  long  advocated  lower  rates  on  capit 
gains,  he  says  this  year  "is  just  not  the  right  time."  Tl 
timing,  however,  has  more  to  do  with  politics  than  tax  polic 
Rostenkowski  seems  almost  desperate  to  please  the  Presider 
But  Bentsen,  who  has  aspirations  of  running  for  the  Whi 
House  in  1992,  wants  to  confront  Bush. 

House  Democratic  leaders  have  hopes  of  getting  even  f( 
their  coming  loss  on  capital  gains  by  raising  tax  rates  on  tl 
highest-income  individuals.  But  Bentsen  thinks  it's  better 
appeal  directly  to  the  pocketbooks  of  middle-income  taxpayeil 
"Americans  love  iRAs,"  says  a  Senate  Democratic  strategisj 
"The  old  soak-the-rich  tax  schemes  we  always  fj 
back  on  just  don't  sell  anymore." 
REVENUE  SPURT.  F  iscal  realities  will  complica' 
the  debate  in  the  Senate.  Both  iras  and  capit 
gains  will  be  debated  as  part  of  a  bill  designed 
cut  the  1990  budget  deficit  to  meet  the  requirj 
ments  of  the  Gramm-Rudman  Act.  Bentsen's  pla 
loses  $12  billion  over  the  next  five  years.  "We' 
insist  that  it  has  to  be  paid  for,"  says  one  senit 
0MB  official.  i 
Cutting  capital-gains  rates  encourages  inveJ 
tors  to  take  profits  and  produces  an  initial  spu  ] 
of  revenue.  So  one  tax  cut  could  'oe  used  to  pfl 
for  another,  at  least  on  paper.  The  Joint  Ti 
Committee  estimates  that  the  Jenkins  capital-gains  provisi< 
would  raise  $8.8  billion  through  1992,  while  the  Bentsen  u 
proposal  would  lose  $4.4  billion  over  the  same  period.  Tl 
combined  provisions  would  lose  $9.2  billion  in  1993,  but  that 
too  far  in  the  future  to  bother  Congress  much. 

The  upshot  is  that  both  the  capital-gains  cut,  which  Bu^ 
badly  wants,  and  the  IRA  restoration,  which  he's  certain 
prepared  to  accept,  could  end  up  passing.  And  while  th 
combination  may  worsen  the  deficit,  its  immediate  effe 
would  be  to  remind  the  Democrats  that  control  of  Congress 
a  very  poor  substitute  for  winning  the  White  House. 

By  Douglas  Harbrecht  and  Richard 


CAPITAL  WRAPUPI 


AIRLINES 


Transportation  Secretary  Samuel  K. 
Skinner  plans  to  pour  some  cold 
water  on  would-be  acquirers  of  airlines 
in  a  Sept.  19  speech.  The  Transporta- 
tion Dept.  wants  to  impose  some  tough 
requirements  on  highly  leveraged 
deals.  Debt-laden  carriers  would  have 
to  make  more  frequent  and  more  de- 
tailed financial  reports  than  other  lines. 
They  would  also  need  to  get  govern- 
ment approval  before  any  major  refi- 
nancing or  substantial  sale  of  assets. 
The  department  is  also  likely  to  stiffen 
restrictions  on  foreign  control  of  U.  S. 
airlines,  including  a  prohibition  on  for- 
eign investors'  gaining  seats  on  airline 


boards.  The  policy  review  was  inspired 
by  the  pending  takeover  of  Northwest 
Airlines  Inc.  by  Los  Angeles  investor 
Alfred  Checchi,  with  backing  from  klm 
Royal  Dutch  Airlines. 

DEFENSE  

Some  Pentagon  insiders  are  grow- 
ing suspicious  that  their  boss,  De- 
fense Secretary  Richard  B.  Cheney, 
harbors  ambitions  of  running  for  of- 
fice. They  grumble  that  after  a  strong 
start,  the  Secretary  now  seems  to  want 
to  avoid  making  waves.  The  cause  for 
their  current  dissatisfaction:  Cheney 
has  shot  down  a  staff  plan  calling  for  a 
massive  cut  in  the  armed  services'  ac- 
quisitions personnel. 


AFFIRMATIVE  ACTION 


A dispute  over  civil  rights  is  cau& 
ing  dissension  within  the  ranks  oi 
the  right.  Some  GOP  leaders,  including 
Minority  Whip  Newt  Gingrich  (R-Ga.' 
have  argued  that  Republicans  musi 
reach  out  to  blacks.  Now,  Representa^ 
five  Robert  S.  Walker  (R-Pa.)  has  an- 
gered some  supporters  by  endorsing  a 
bill  to  overturn  Supreme  Court  deci- 
sions restricting  the  use  of  affirmative 
action.  Although  Walker's  Democrat 
bashing  House  speeches  have  madf 
him  a  darling  of  the  New  Right 
groups  such  as  the  American  Conser- 
vative Union  are  furious  that  he  would 
undo  their  legal  victory. 
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An  imposing  majority  of  today's  magazines 
and  newspapers  are  designed  and  written  on 
the  screens  of  Kodak  Atex  computer  systems. 

Kodak  Atex  systems  have  been  the  favorite  of 
magazine  and  newspaper  journalists  around  the 
world  for  over  15  years.  Publications  large 
and  small  are  designed  and  written  on  computers 
driven  by  Atex  software.  The  latest  evolution: 
a  totally  integrated  PC-based  system  for  magazine 
art,  editorial  and  production/makeup  departments. 
Other  kinds  of  publications—instruction  and 
training  manuals  which  need  frequent  updating, 
for  example— are  created  on  the  screens  of  Kodak 
electronic  publishing  systems. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960E. 
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SOVIET  UNION  I 


FOR  GORBACHEV,  PERESTROIHA II 
MAY  MEAN  SURVIVAL 


Faced  with  drastic  shortages  and  rising  unrest,  he  pushes  for  more  radical  reforms 


Summer  ended  rudely  for  Soviet 
President  Mikhail  S.  Gorbachev. 
Returning  from  his  August  vaca- 
tion, he  faced  not  only  cold  autumn  rains 
but  widening  disorder,  from  strikes  crip- 
pling the  railways  and  industry  in  Azer- 
baijan to  Ukrainians  joining  other  na- 
tionalities in  demanding  more  local 
control.  "One  can  hear,"  he  soberly  ad- 
mitted in  a  Sept.  9  TV  address,  "specula- 
tion about  the  threat  of  a  coup  and  even 
civil  war." 

Far  from  conceding  defeat,  however, 
Gorbachev  is  firing-.up  a  new  effort  to 
rescue  his  four-year-old  economic  reform 
program.  At  the  center  of  his  new  initia- 
tive is  a  sweeping  reform  package 
dubbed  Perestroika  II.  Gorbachev's  re- 
forms face  a  make-or-break  test  this  au- 
tumn, and  tensions  are  rising. 
"You  may  hear  some  people 
asking  whether  we  will  have 
enough  electricity  and  enough 
food  for  the  winter,"  warns 
Anatoly  I.  Druzenko,  manag- 
ing editor  of  the  government 
newspaper,  Izvestia. 
WRITTEN  RULES.  In  the  next 
few  weeks,  Gorbachev  will 
have  two  crucial  opportunities 
to  present  his  solutions.  A  se- 
cret plenum  of  the  Communist 
Party  will  begin  meeting  on 
Sept.  19  to  find  answers  to  the 
rise  of  nanonalism  from  the 
Baltics  to  Uzbekistan.  A  week 
later,  he  will  reopen  debate  on 


the  troubled  economy  when  he  recon- 
venes the  542-member  Supreme 
Soviet. 

Top  officials  acknowledge  that  for  the 
first  half  of  1989,  economic  growth  was 
next  to  nothing.  Industrial  production 
dwindled.  Inflation  approached  10%,  and 
unemployment  reached  3.75% — much 
higher  than  Soviets  are  used  to.  The 
government  has  been  fueling  inflation 
by  funding  its  $192  billion  budget  deficit 
with  new  rubles — all  backdated  to  1961. 
There  is  nothing  to  buy  with  them,  as 
everything  from  soap  to  batteries  to 
sugar  is  in  short  supply.  Many  school- 
children could  not  find  notebooks  to  buy 
when  school  opened  on  Sept.  1. 

Gorbachev's  top  economist,  Leonid  I. 
Abalkin,  now  a  Deputy  Prime  Minister, 


GORBACHEV'S  RESCUE  PACKAGE 

BUDGET  DEFICIT  Slash  it  from  the  current  $192  billion  to  $96 
billion  by  the  end  of  next  year  by  reducing  investment  in 
heav>'  industry,  selling  unfinished  construction  projects,  and 
issuing  bonds  for  public  sale 

CONSUMER  GOODS  Permit  emergency  imports  of  up  to  $3  bil- 
lion and  tighten  control  of  ministries  responsible  for  scarce 
products 

PRIVATE  OWNERSHIP  Strengthen  property  rights  with  new 
laws  on  ownership,  leasing,  and  land  use 
REGIONAL  AUTONOMY  Dampen  nationalist  unrest  by  granting 
republics  more  control  over  industry,  natural  resources,  and 
cultural  matters 


has  worked  on  the  new  reforms  all  sur 
mer  with  a  team  of  advisers.  The  pac 
age  will  include  more  liberal  laws  ( 
land  use,  leasing,  enterprises,  taxe 
and — most  controversial — private  pro 
erty.  "The  program  will  set  down  tl 
rules  of  the  game  so  that  every  player 
the  economy  will  know  what  can  I 
done — without  interference,"  says  Sovi 
economist  Rayr  R.  Simonyan.  ""That's  a 
tal  for  accelerating  perestroika." 
'EXTRAORDINARY  STEPS.'  Gorbachev's  r 
formers  also  have  plans  for  alleviatir 
desperate  shortages  and  excess  ruble 
They  propose  to  cut  the  budget  deficit 
half,  to  $96  billion  in  two  years,  t 
slashing  investment  in  construction  pre 
ects  and  heavy  industry.  They  also  wai 
to  mop  up  the  ruble  overhang,  estimatt 
as  high  as  $240  billion,  by  se 
ing  the  public  bonds,  some  ( 
them  guaranteeing  the  right  i 
buy  washing  machines  ar 
other  consumer  goods  in  yeai 
to  come. 

Economist  Nikolai  Shmele 
a  member  of  the  Congress  ( 
Peoples'  Deputies,  argues  thi 
Gorbachev  should  borro 
abroad  and  immediately  ir 
port  $15  billion  in  consum< 
goods.  "To  solve  our  currei 
problems,  it's  necessary  1 
take  extraordinary  steps 
says  Izvestia's  Druzenko.  B 
predicts  that  while  the  S 
preme  Soviet  is  considerin 
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When  a  page  is  captured,  the  film,  camera, 
scanner,  chemicals  and  processor  are  likely  to 
be  from  Kodak.  As  are  the  experts  who 
stand  behind  them. 

Kodak  has  been  a  leader  in  film, 
chemical  and  processor  technology 
almost  since  there  was  a  graphic  art. 
Now  we  are  leaders  in  electronics, 
easing  the  evolution  from  one  technology 
to  another  Whatever  the  product,  there  are 
always  Kodak  people  hacking  it  up,  helping 
customers  "get  it  right  the  first  time" 
sharing  knowledge.  And  there 
always  will  be. 

We  are  more  than  photographs.  We  are 
the  world's  premier  graphics  imaging  company 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960G. 
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CHINA 


HOW  BAD  WILL  CHINA'S 
DEBT  CRUNCH  GET? 


Lenders,  never  happy  with  their  profits,  now  are  playing  rough 


the  market-oriented  package,  Gorbachev 
will  also  issue  top-down  emergency  de- 
crees to  channel  more  investment  into 
consumer  goods  production.  A  hint  of 
Gorbachev's  willingness  to  use  all  the 
tools  at  his  disposal  came  Sept.  8,  when 
the  Politburo  issued  an  unusual,  sharp 
criticism  of  two  ministers  for  allowing 
shortages  of  paper  and  other  goods  to 
develop.  The  Politburo  also  voted  to  fire 
State  Planning  Committee  Vice-Chair- 
man  Avenir  Yefimov. 

Already,  a  bruising  battle  is  looming 
over  the  economic  reform  package.  Con- 
servatives are  likely  to  object  to  the  new 
ownership  law,  which  would  break  new 
ground  by  guaranteeing  Soviet-style 
free  enterprise — cooperatives — the  same 
rights  to  supplies  and  finance  as  state 
enterprises.  A  more  radical  version  could 
allow  private  individuals  and  companies 
to  own  and  commercially  develop  land 
themselves  for  the  first  time  since 
the  1920s. 

LEVERAGED  BUYOUTS?  A  group  of  radi- 
cal reformers  in  the  Supreme  Soviet  is 
pushing  for  an  even  more  unusual  op- 
tion: an  amendment  that  would  enshrine 
private  property  rights  in  the  Soviet  con- 
stitution. For  example,  Supreme  Soviet 
member  Mikhail  A.  Bocharov  predicts 
that  Abalkin's  laws  "will  be  half-mea- 
sures and  will  not  produce  a  basic 
change  in  the  economy."  Bocharov,  who 
smokes  Dunhill  cigarettes  and  has  no 
obligatory  picture  of  Lenin  on  his  wall, 
is  part  of  the  faction  called  the  Inter- 
regional Group,  led  by  maverick  former 
Politburo  member  Boris  N.  Yeltsin. 

As  the  former  director  of  the  sprawl- 
ing Butovo  Building  Materials  Enter- 
prise plant,  Bocharov  also  heads  a  new 
association  of  20  enterprises  that  want 
to  acquire  their  factories  from  the  state 
in  Soviet-style  leveraged  buyouts.  Once 
independent,  they  would  sever  ties  with 
the  industrial  ministries  and  create  their 
own  free  market  in  wholesale  goods — an 
early  step  toward  freeing  retail  prices. 

Since  the  Interregional  Group  repre- 
sents just  80  members  of  the  Supreme 
Soviet,  it's  unlikely  to  win  enough  sup- 
port to  push  through  its  most  daring 
proposals.  But  there  could  be  surprises. 
The  deputies  may  push  the  proposals  in 
more  radical  directions  as  they  debate 
them  on  the  parliamentary  floor  or  in 
the  22  committees  and  commissions  set 
up  to  review  them. 

Gorbachev  possesses  an  uncanny  abili- 
ty for  turning  adversity  to  advantage, 
and  for  that  reason  no  one  is  counting 
him  out.  P>ut  with  regional  strikes  burst- 
ing out  over  othnic  issues  and  the  Baltic 
states  promoUng  secession,  he  will  have 
to  play  his  best  hand  yet  to  win  support 
for  the  tough  changes  ahead. 

By  Rose  Brady  in  Moscow 


For  a  decade,  foreign  bankers  have 
tripped  over  each  other  to  lend  to 
China.  Profits  were  minimal,  but 
the  competition  was  fierce. 

That  has  all  changed  since  the  June 
massacre  in  Tiananmen  Scjuare.  China  is 
now  headed  into  a  crunch  on  servicing 
its  $45  billion  in  foreign  debt.  It  would 
take  years  for  China's  debt  problem  to 
approach  a  Brazil-style  crisis.  But  China 
has  begun  trying  to  reschedule  short- 
term  loans  and  is  paying  higher  interest 
rates.  It  could  soon  begin  doing  the 
same  for  longer-term  debt. 

After  Tiananmen,  international  bodies 


such  as  the  World  Bank  and  the  Asian 
Development  Bank  put  lending  and  aid 
programs  on  hold.  Tourism  losses  will 
cost  China  $1  billion  this  year.  At  least 
partly  because  of  its  civil  upheaval,  Chi- 
na also  suffered  a  trade  deficit  of  $6.7 
billion  in  the  first  eight  months  of  the 
year,  which  likewise  hurts  its  ability  to 
generate  foreign  exchange. 
LESS  EXPOSED.  But  foreign  bankers  also 
are  playing  tougher  than  ever.  They 
have  held  together  for  four  months  an 
informal  moratorium  on  discussions  of 
major  new  long-term  syndicated  lending 
of  between  $5  billion  and  $10  billion.  Re- 
flecting the  squeeze  on  Beijing,  some 
construction  projects  have  been  put  on 
hold,  and  China  has  been  forced  to  spend 
precious  foreign  reserves,  which  have 
dipped  to  $14.9  billion. 

American  banks  are  much  less  ex- 
posed in  China  than  the  Japanese,  who 
account  for  at  least  70%  of  China's  $23 
billion  commercial  bank  borrowing.  Al- 


though the  Japanese  government  said  i^' 
August  that  it  might  soon  resume  ec' 
nomic  aid  to  China,  Japanese  banks  ai 
holding  back  until  the  World  Bank  r 
sumes  negotiations  for  $780  millio 
worth  of  new  projects.  President  Barbt 
B.  Conable  Jr.  has  hinted  that  the  ban 
will  consider  a  resumption,  but  China 
shaky  economy  may  prevent  it  froi| 
moving  ahead  soon. 
GREEN  LIGHT?  Japanese  lenders  are  als 
watching  for  the  Asian  Developmer 
Bank's  decision  on  $450  million  in  loar; 
to  China.  Japan  is  the  Manila-basel 
adb's  largest  donor,  so  Japanese  ban^ 
would  view  an  AB 
decision  to  procee 
as  a  green  ligh) 
"Until  the  ADB  dii 
cides  what  to  do,  th 
majority  of  JapanessS 
banks  will  not  decidl 
their  attitude,"  sajjl 
Hisao  Kobayashi,  di 
rector   of  Dai-Icp 
Kangyo  Bank  Ltd. 
international  plat 
ning  division. 

How  bad  will  thl 
debt  crunch  get 
China's  burden  wi 
build  next  year  an 
peak  around  199! 
Repayment  of  inte 
est  and  principal  will  rise  from  the  cu 
rent  .$7  billion  a  year  to  $10  billion.  A; 
suming  that  foreign  governments  an 
banks  hang  tough,  China  will  have  t 
import  less  to  find  the  hard  currency  fcj 
servicing  its  debt.  | 
The  real  imponderable  is  how  lonj; 
China's  hardline  leadership  will  persifii 
in  reversing  economic  reforms.  Man 
bankers  still  maintain  that  China  will  gt 
back  on  a  modernization  path,  and  thfj 
they  will  be  able  to  resume  lending  £ 
more  realistic  rates.  "Let  us  hope  th£ 
once  this  is  over,  China's  lending  climat 
will  benefit  the  lender  as  well  as  th 
borrower,"  says  William  Dykes,  Citicor 
International  Ltd.'s  managing  directc, 
for  North  Asia.  But  if  Beijing  continue' 
to  allow  its  economy  to  slide  deeper  int 
chaos,  the  bankers'  optimism  may  soun 
as  cracked  as  an  old  rice  bowl. 

By  Dinah  Lee  in  Hong  Kong,  with  Te* 
Holden  in  Tokyo  and  Mike  McNamee  i, 
Washington  I 


WORKER  IN  BEUING:  BUILDING  PROJECTS  HAVE  BEEN  PUT  ON  HOLD 
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The  arts  of  page  makeup,  color  separating 
and  color  correcting  are  all  becoming  part  of 
computer  science.  Once  again,  Kodak  leads. 

The  once  complex  process  of  producing  color 
separations  for  printing  is  now  incredibly  simple. 
Manual  cut-and-paste  operations  can  now 
be  accomplished  on  the  screen  of  a 
computer  And,  a  state-of-the-art  color 
system  permits  image  manipulation— a 
truly  magical  ability  to  enhance  photo- 
graphs and  artwork— with  equal  ease. 

We  are  more  than  photographs. 
We  are  the  world's  premier  graphics 
imaging  company.  For  more  details  on 
enhancing  the  graphic  arts  tradition, 
call  1 800  445-6325,  Ext.  960F. 
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JAPAN  I 


TOKYO  WANTS  ITS  ARSENAL 
MADE  IN  JAPAN 


From  missiles  to  carriers,  the  military  is  eyeing  homebuilt  weaponry 


It's  the  annual  training  demonstration 
by  Japan's  Ground  Self-Defense 
Force  at  tiie  foot  of  Mt.  Fuji,  and  a 
September  rainstorm  isn't  enough  to 
keep  10,000  civilians  from  filling  the 
bleachers.  As  tanks  and  howitzers  zap 
their  targets  and  helicopters  swoop  in,  a 
narrator  makes  sure  to  describe  equip- 
ment as  kokusan,  made  in  Japan. 

Military  self-reliance  is  suddenly  en- 
joying a  new  cachet  in  Japan.  Flush  with 
a  growing  sense  of  economic  and  techno- 
logical superiority,  the  Japanese  increas- 
ingly want  to  strut  their  own  stuff  in 
defense.  Spurring  them  on  is  resentment 
created  by  attempts  in  Washington  to 
restrict  the  flow  of  U.  S.  technology  for 
a  joint  FSX  jet-fighter  deal. 

So  although  the  FSX  issue  is  nearing  a 
noisy  finale,  already  new  potential  flash- 
points loom  regarding  the  co-develop- 
ment and  co-production  of  weapons.  As 
Japan  hammers  out  its  next  defense 
buildup  plan,  to  start  in  1991,  one  priori- 
ty is  a  new  missile  to  replace  the  U.  S.- 
designed  Hawk.  The  Japanese  also  are 
seriously  considering  buying  airborne 
warning-and-control  systems  (AW.-\CS), 
and  some  officials  are  even  pushing  for 
building  a  small  aircraft  carrier. 

All  this  touches  a  nerve,  even  among 
U.  S.  defen.se  officials  who  have  long 
urged  a  Japanese  military  buildup.  "The 
thing  that  bothers  people  [in  the  Penta- 
gon] is  that  they  don't  know  where  Ja- 
pan is  headed"  in  terms  of  buying  U.  S. 
weapons,  says  Michael  W.  Chinworth,  di- 
rector of  research  for  Massachusetts  In- 
stitute of  Technology's  Japan  Program. 
BAD  BLOOD.  The  F.SX  fight  became  bitter 
because  Japan  originally  wanted  to  de- 
sign and  build  its  own  plane.  But  it  yield- 
ed to  Reagan  Administration  pressure  to 
make  it  a  joint  effort.  Then,  after  Japan 
thought  it  had  a  deal  to  co-develop  a 
fighter  based  on  General  Dynamics 
Corp.'s  P^-16,  the  Bush  Administration 
reopened  the  agreement  to  win  limits  on 
the  trarisfer  of  technology.  "As  a  result 
of  FSX,  we're  seeing  a  recognition  on  the 
part  of  Japan  that  maybe  the  U.  S.  can't 
be  trusted,"  says  a  Pentagon  official. 
Complains  Defense  Vice-Minister  Seiki 
Nishihiro:  "U.  S.  policy  is  contradictory." 

The  result  could  be  a  faster  move  to- 
ward homegrown  technology.  Japan  this 
year  is  spending  2.35%  of  its  defense 
budget  on  reseach  and  development,  up 


from  1.57c  in  1984.  The  Japan  Defense 
Agency  (JDA)  is  proposing  2.5%,  or  $635 
million,  for  next  year.  That's  still  pea- 
nuts against  the  Pentagon's  $41  billion. 
But  the  trend  is  clearly  higher. 

That  carries  long-term  implications  for 
U.  S.  hardware  sales  to  Japan  and  for 
U.  S.  supremacy  in  military  technology. 
"Right  now,  we  have  a  good  deal,"  says 
a  Pentagon  official.  "Of  the  military 
equipment  Japan  procures  from  foreign 
sources,  nearly  100%  comes  from  the 
U.  S."  Japan  buys  about  $1  billion  worth 
of  hardware  from  the  U.  S.  annually. 

Having  already  developed  several  mis- 
siles of  its  own,  Japan  is  working  on 


imposed  agreement  to  protect  sea-Ian^ 
1,000  miles  out  into  the  Pacific. 

Some  experts  argue  that  Japan  w3| 
have  the  basic  wherewithal  to  satisni 
the  agreement  by  next  year.  But  moa 
believe  there's  more  to  be  done  in  obtaia 
ing  ships  and  improving  sea-lane  air  coj 
er  and  early-warning  systems.  Vice-MiJ 
ister  Nishihiro  is  calling  for  over-th^ 
horizon  radar,  AWACS  planes,  tankers 
fuel  them,  and  more  interceptors,  mo^ 
of  which  would  be  purchased  from  tn 
U.  S.  Others,  including  retired  GenerJ 
Goro  Takeda,  former  chairman  of  Jl 
pan's  Joint  Staff  Council,  say  Japaj 
needs  carrier-based  vertical-takeoff  jelj 
to  guard  the  sea-lanes. 
BUDGET  BRAKES.  Whatever  the  new  pla 
calls  for,  domestic  political  realities  wil 
likely  keep  defense  outlays  to  the  receij 
average  increase  of  6%  to  7%  a  year  ani 
to  just  over  1%  of  gross  national  proJ 
uct.  At  the  same  time,  no  credible  Japa 
nese  thinks  the  country's  defense  stancj 
should  be  detached  from  America's.  " 
would  be  extremely  dangerous  for  us 


SLEEK  RELICS:  JAPAN'S  FJ104  FIGHTER  IS  BASED 


three  more,  including  an  answer  to 
America's  shoulder-fired  Stinger  antiair- 
craft missile  and  a  surface-to-air  missile 
that  would  replace  Raytheon  Co.'s 
Hawk,  which  is  built  under  license  by 
Mitsubishi  Electric  Corp.  Japanese  offi- 
cials, stung  by  the  FSX  deal,  are  in  no 
mood  for  co-development.  Their  U.  S. 
counterparts  also  are  hesitant.  "Our  two 
systems  can't  stand  many  more  FSX  con- 
troversies," says  an  American  official. 

Japan's  intentions  will  become  clearer 
when  the  JDA  unveils  its  post-1990  de- 
fense plan  next  summer.  But  a  fierce 
internal  debate  already  is  raging.  Japa- 
nese opinion  remains  deeply  divided  over 
how  the  countrv  should  fulfill  its  U.  S.- 


be  militarily  independent  from  th| 
U.  S.,"  says  Masamichi  Inoki,  chairma; 
of  the  Research  Institute  for  Peace  <f 
Security,  a  business-funded  think  tank., 
Inoki  and  others  fear  that  the  U.  i 
could  overreact  to  Japan's  defense-tecl 
Rology  buildup.  Whatever  the  concerns 
the  pluses  in  Japan's  buildup  shouldn' 
be  forgotten.  It  is  paying  increasing! 
more  to  support  U.  S.  troops  in  Japar 
and  its  1,000-mile  sea-lane  role  eases 
U.  S.  burden.  If  new  FSX-like  dispute 
rear  up,  this  carefully  nurtured  relatioi 
ship  could  take  a  heavy  hit. 

By  Robert  Neff  near  Mt.  Fuji,  wit 
Naoaki  Usui  in  Tokyo  and  Dave  Griffith 
in  Washington 
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Because  they  combine  high  quality  and 
ease  of  use,  Kodak  printing  plates  satisfy  the 
most  demanding  printers  and  customers. 

Whether  the  printing  press  is  a  small  sheet-fed 
model  or  a  web-fed  monster,  there  is  a  Kodak 
printing  plate  to  fit.  Kodak  plates  offer  wide 
exposure  and  processing  latitude  and  consistent 
performance  on  press.  That  means  less  downtime, 
fewer  makeovers,  longer  runs... all  the  things 
that  increase  productivity  and  make  printers'  lives 
easier  and  more  profitable. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960H. 


The  new  vision  of  Kodak 


We 

Don't  Just 

Work  Here::: 
We  Own 


The  Place. 


THAT'S  WHY  WE  CAN  OFFER 
A  GREAT  RATE  ON  A  CADILLAC. 

When  we,  the  employee-owners 
of  Avis,  Inc.,  say,  "We Ye  trying 
harder  than  ever,"  we  have  to  prove  -  - 
it.  Over  and  oven  Because  we  know  |[ 
that  our  success  depends  on  your 
satisfaction. 

That  means  giving  you  the  com 
petitive  rates  and  weli-maintaine( 
GM  cars  that  make  you  come  to 
Avis  in  the  first  place.  Plus  all 
those  important  services  that 
keep  you  coming  back.  Like  Avis 
for  fast  check-outs.  And 
Rapid  Return"  for  even 
check-ins.  j 
For  more  proof,  callj 
us  at  1-800-331-1212  or| 
your  travel  consultant  about 
our  special  Cadillac  rate.  Talk 
to  an  owner  and  discover  how 
we  make  Avis  work  for  you. 


Am 


We're  trying  harder 
than  ever ' 
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ternational  Outloo 


EDITED  BY  JOHN  PEARSON 


IE  SUPERPOWERS  START 

f  ACT  MUCH  MORE  LIKE  PARTNERS 


fter  decades  of  hostility  broken  by  bursts  of  summit 
I  euphoria,  U.  S.-Soviet  relations  for  the  first  time  are 
ksettling  into  a  pattern  of  steady,  low-key  accommoda- 
'residents  George  Bush  and  Mikhail  S.  Gorbachev  won't 
until  late  this  year  or  early  1990.  An  agreement  to 
lie  such  a  summit  is  one  likely  outcome  of  a  Sept.  22-23 
ig  between  Secretary  of  State  James  A.  Baker  III  and 
^n  Minister  Eduard  A.  Shevardnadze  in  Jackson,  Wyo. 
;her,  less  spectacular  moves  are  gradually  tightening  ties 
en  the  two  countries. 

most  important  results  of  the  Jackson  talks  are  likely  to 
•eements  by  Baker  and  Shevardnadze  to  tie 
ise  ends  of  chemical-arms  and  nuclear-test- 
cords  for  the  two  leaders  to  sign.  The  nucle- 
•eement  would  open  the  way  for  ratification 
)  treaties,  signed  15  years  ago,  to  monitor 
igulate  nuclear  tests.  The  chemical-weapons 
providing  for  exchanges  of  data  and  on-site 
tions,  could  help  spur  the  global  ban  on 
irms  that  Bush  has  called  for. 
NG  OFF.  In  both  countries,  lawmakers  are 
lOving  to  broaden  trade  and  economic  ties. 
Supreme  Soviet  is  expected  to  act  on  an 
ation  law  after  it  reconvenes  in  late  Septem- 
the  Kremlin.  It  would  provide  a  legal  basis 
e  growing  exodus  of  Jews,  Armenians,  and 
,  who  want  to  leave  the  country.  Such  a  law, 
•n,  would  open  the  way  for  Bush  to  waive  the  1974 
)n-Vanik  Amendment,  which  links  U.  S.  curbs  on  trade 
:he  Soviets  to  Moscow's  emigration  policies.  But  for  a 
)n-Vanik  waiver  to  have  much  effect,  the  U.  S.  and  Sovi- 
ion  must  first  sign  a  trade  pact.  The  Senate  Finance 
littee  plans  to  hold  hearings  on  such  an  agreement, 
at  Bush  and  Gorbachev  are  not  doing,  however,  may  be 
y  important  in  improving  U.  S.-Soviet  relations.  When 
'  went  to  Moscow  last  May  for  his  first  diplomatic  sound- 
le  planned  to  demand  Soviet  concessions  in  such  regional 
pots"  as  Nicaragua.  But  Gorbachev  upstaged  him  with  a 


surprise  announcement  of  Soviet  troop  cuts  in  Eastern  Eu- 
rope. Since  then,  both  sides  have  all  but  abandoned  such 
gambits.  Gorbachev  has  continued  Moscow's  retreat  from  its 
former  expansionism — most  recently,  by  making  no  effort  to 
head  off  Poland's  breakaway  from  Communist  rule.  The  Su- 
preme Soviet,  an  important  new  factor  in  Moscow's  foreign 
policy,  may  prod  Gorbachev  to  go  further  in  reducing  the 
Soviet  global  role.  A  growing  faction  in  the  legislature  thinks 
too  much  money  is  being  spent  on  military  and  economic  aid  to 
clients  in  Central  America  and  other  regions. 
Bush,  for  his  part,  is  distancing  himself  from  Nicaragua's 
contras  despite  ongoing  Soviet  aid  to  the  Sandi- 
nista  government,  and  he  seems  to  have  resigned 
himself  to  a  continued  Soviet-backed  regime  in 
Afghanistan.  He  is  also  carefully  avoiding  any 
appearance  of  trying  to  exploit  the  turmoil  in 
Poland.  "Where  Reagan  was  determined  to  roll 
back  communism,  this  Administration  seems  to 
have  made  a  declaration  of  noninterference,"  says 
Jerry  Hough,  a  Soviet  expert  at  Duke  University. 
Bush's  minimal  response  to  Poland's  swing  away 
from  communism  has  made  both  liberals  and 
hardliners  in  the  U.  S.  unhappy.  But  it  has  eased 
fears  in  Moscow  of  U.S.  attempts  to  stir  trouble 
in  the  region.  "The  Soviet  side  can  be  more  toler- 
ant of  the  growth  of  American  influence  in  East- 
ern Europe  because  the  Americans  have  shown 
they  can  act  responsibly,"  says  Andrei  V.  Kortunov,  a  special- 
ist at  Moscow's  Institute  of  the  I's.x  &  Canada. 

For  Gorbachev,  faced  with  a  sUignant  economy  and  rising 
nationalism  at  home  (page  60),  Soviet-American  ties  and  other 
foreign-policy  achievements  are  an  "asset,"  says  Oleg  N.  By- 
kov,  deputy  director  of  Moscow's  Institute  of  World  Economy 
&  International  Relations.  For  Bush,  too,  the  U.  S.-Soviet 
warm-up  is  a  political  plus,  i)articularly  now  that  democracy  is 
making  gains  even  in  the  Soviet  bloc.  Those  are  good  reasons 
for  both  leaders  to  keep  their  low-key  detente  growing. 

By  Bill  Javetski  in  Washington,  with  Rose  Brady  in  Moscow 


AL  WRAPUPI 


TERN  EUROPE 


uud  Lubbers,  the  architect  of  an 
austerity  program  that  returned 
and's  ailing  economy  to  prosperity, 
a  third  term  as  Prime  Minister  in 
.  6  elections.  But  Norwegian  vot- 
)n  Sept.  11  reduced  Prime  Minister 

Harlem  Brundtland's  governing 
tion  to  a  precarious  minority,  even 
gh  she  had  carried  out  a  similar 
ram  with  striking  success.  Both 
oers  and  Brundtland  had  improved 
uctivity,  the  balance  of  payments, 

the  budget  deficit  by  squeezing 
.tion,  wages,  and  public  spending, 
iristian  Democrat  Lubbers  headed 
)alition  government  that  fell  last 


May  in  a  dispute  over  cleaning  up  the 
environment  For  Dutch  voters,  ringed 
by  German,  English,  and  French 
smokestacks,  that  was  the  hottest  elec- 
tion issue.  Lubbers  won  with  a  plan  to 
cut  pollution  by  70%  in  20  years. 

Brundtland  had  engineered  one  of 
the  fastest  turnarounds  ever  for  an  in- 
dustrial economy.  But  she  did  so  at  the 
cost  of  4%  unemployment,  twice  what 
Norwegians  are  used  to.  Her  Labor 
Party  won  only  34%  of  the  vote,  leav- 
ing her  government  vulnerable  to  par- 
liamentary swings  by  the  Socialist  Left 
Party,  which  wants  to  cut  unemploy- 
ment and  do  more  for  the  environment, 
and  the  Progress  Party,  which  wants 
to  dismantle  Norway's  welfare  state. 


QUEBEC 


The  separatist  Parti  Quebecois  is 
showing  new  strength  in  the  cam- 
paign for  Sept.  25  provincial  elections 
against  Premier  Robert  Bourassa  and 
his  Liberal  Party.  Polls  give  the  PQ  up 
to  41%  of  the  vote  against  the  Liberals' 
47%  to  51%.  Although  that  will  leave 
the  Liberals  in  power,  it  signals  a  PQ 
comeback  from  its  1985  shellacking  by 
the  Liberals,  56%  to  39%. 

Renewed  support  for  the  PQ  and  its 
independence  platform  partly  reflects 
Quebecers'  growing  confidence  in  the 
strength  of  their  province's  economy, 
led  by  a  new  generation  of  French- 
speaking  business  leaders. 


TIONAL  OUTLOOK 
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CEO  McGOVERN:  DEEPENING  CAMPBELL'S  COMMITMENT  TO  REGIONAL  MARKETING 


M'm!  M'm!  BAD! 

TROUBLE  AT  CAMPBELL  SOUP 


if  J  of 

iiicl 


its 


But  cost-cutting  and  sharper  marketing  may  ease  its  woes 


Lovers  of  Campbell  Soup  Co.'s  vege- 
table soup  may  soon  taste  a  differ- 
ence. A  single  can  of  this  product 
now  offers  28  ingredients,  including 
okra,  squash,  and  pulverized  beef  bones 
for  extra  flavor.  But  the  company  is 
testing  recipes  using  as  few  as  11  ingre- 
dients. It  plans  to  add  more  carrots  and 
celery,  which  test  groups  applaud,  and 
to  omit  the  costly,  exotic  vegetables, 
which  the  same  consumers  claim  they 
won't  miss.  By  making  similar  adjust- 
ments to  its  87  other  major  soups,  Camp- 
bell hopes  to  save  tens  of  millions  of 
dollars  a  year.  Jokes  Herbert  M.  Baum, 
president  of  the  Campbell  USA  division: 
"The  rutabagas  are  out." 

Cutting  corners  on  a  time-honored 
product  is  risky.  But  it's  the  kind  of 
change  the  120-year-old  soupmaker  des- 
perately needs.  In  the  past  decade, 
Campbell's  revenues  have  more  than 
doubled,  to  $5.7  billion.  Yet  runaway 
costs,  inefficient  manufacturing  opera- 
tions, and  an  overly  aggressive  new- 
product  blitz  have  kept  Campbell's  pre- 
tax profit  margins  in  the  food-industry 
cellar — less  than  8%  now  compared  with 
nearly  14%  for  rival  H.  J.  Heinz  Co.  and 
an  industry  average  of  almost  10%. 


"Campbell  has  very  clearly  managed  fotit 
growth,  not  for  profitability,"  says  Petei 
J.  Cochrane,  a  management  consultan 
with  Owens  Strategy  Group  in  Chicago 

Campbell  can't  afford  to  manage  tha 
way  any  longer.  With  financial  result! 
sliding  and  Wall  Street  sharks  circling 
Chief  Executive  R.  Gordon  McGoven 
was  recently  forced  to  make  some  bij  ;i 
changes  that  cost  him  $343  million  ii 
restructuring  charges.  The  write-off; 
caused  net  income  for  the  fiscal  yea 
ended  July  30  to  plunge,  to  $13.2  millioi 
from  $274.1  million  in  1988  on  a  16.59 
sales  increase.  "We  must  be  absolute!} 
as  competitive  and  slimmed  down  as  w# 
can  possibly  be,"  says  McGovern. 
COSTLY  FLOPS.  Analysts  say  the  writefc; 
offs  were  long  overdue.  The  charges  re 
fleet  the  axing  of  2,800  manufacturing  j 
jobs  and  the  closing  of  at  least  niiw 
plants,  including  the  company's  origina 
condensed-soup  factory  near  its  Camdei 
(N.  J.)  headquarters.  The  facility,  bull 
on  eight  levels,  wastes  time  and  mone] 
pumping  soup  from  one  floor  to  another  5 
Products  made  in  Camden  will  be  shifte<  r 
to  more  efficient  one-story  buildings  ii 
North  Carolina,  Ohio,  and  Texas. 

With  attempts  to  control  costs  undeifc 
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iampbell  is  working  to  get  its  mar- 
into  sharper  focus.  The  company 
en  hurt  by  an  undisciplined  push 
jw  products.  Over  the  past  nine 
it  introduced  700  new  items.  The 
;ludes  a  few  winners — the  $100 
-a-year-plus  Great  Starts  break- 
ind  Le  Menu,  which  has  snared 
the  $700  million  premium  frozen- 
market.  But  there  was  also  a 
tring  of  failures.  JuiceWorks,  a 
fruit-juice  product  for  children, 
•idge  Farm  Star  Wars  Cookies, 
POs — pasta  flying  saucers  in  a 
11  flopped.  The  biggest  bomb  was 
resh  Chef  line  of  ready-to-eat 
salads,  and  sauces,  which  lost 
$20  million  from  1985  to  1987. 
ell  made  a  mistake  by  using  mid- 
1  to  distribute  the  line.  The  extra 
n  getting  the  items  to  stores  con- 
d  to  unacceptably  high  spoilage. 
ING  RAMEN.  Sheer  volume  was 
le  of  the  problems  with  the  new- 
t  drive.  Campbell  was  so  busy  try- 
develop  exciting  new  ideas  that  it 
s  eye  off  the  mainstay  soup  busi- 
Right  under  Campbell's  nose,  a 
il  of  Japanese  and  Korean  compa- 
5uch  as  Nissin, 
;toien  9%  of  the 
illion  U.  S.  soup 
t  with  inexpen- 
Iry  soups  made 
long,  thin  ramen 
3.  Consumers  buy 
ixes  in  blocks  of 
jssed  noodles  and 
Id  hot  water.  The 
3  of  ramen  con- 
d  to  a  1%  slip  in 
)eirs  condensed- 
sales  last  year. 
Tionth,  Campbell 
shipping  its  own 
of  ramen  soups 
Midwest,  but  it 
e  too  late, 
ipbell  officials 
e  they've  made 
es  and  are  trying 
)etter.  In  addition 
dating  its  con- 
l  soups,  the  com- 
fias  cut  back  the 
T  of  new  prod- 
"We're  definitely 
g  the  whistle  on 
3SS  line  exten- 
says  Anthony  J. 
s,  vice-president 
rketing  research. 
ir,  Campbell  is  in- 
:  that  more  test- 
done  on  the  new 
it  does  let  out  the 
\nd,  to  encourage 
narkets  to  carry 
it  now  is  guaran- 
[   that  all  new 


products  will  meet  sales  goals  within  six 
months  or  Campbell  will  take  back  un- 
opened cases  from  warehouses. 

Campbell  hopes  to  profit  from  past 
mistakes.  Fresh  prepared  foods  is  one  of 
the  fastest-growing  sections  in  super- 
markets, gaining  about  10%  a  year  in 
volume.  So  the  company  is  testing 
Campbell's  Fresh  Kitchens  refrigerated 
soups,  entrees,  and  desserts  in  the  Phila- 
delphia area.  But  rather  than  go 
through  distributors,  Campbell  is  deliv- 
ering the  items  directly  to  stores  every 
three  days.  In  15  Southern  and  Midwest- 
ern states,  Campbell  is  having  some  luck 
with  Mrs.  Giles  Country  Kitchens  fresh 
salads,  a  1986  acquisition  that  boasts  ex- 
pertise in  direct  delivery  to  stores. 
NACHO  APPEAL.  Yet  Campbell  cannot 
give  short  shrift  to  its  core  businesses. 
Campbell  hopes  to  move  more  canned 
soup  and  staples  such  as  pork-and-beans 
with  clever  grocery-store  displays  and 
packaging  changes,  including  six-packs 
of  condensed  soup.  What's  more,  Camp- 
bell is  trying  to  leverage  its  soup  reputa- 
tion in  new  areas.  It's  pushing  into  high- 
growth  microwave  items  with  Souper- 
Combo  frozen  soups  and  sandwiches, 


LE  MENU  WON  35%  OF  THE  PREMIUM  FROZEN-DINNER  MARKET 

CAMPBELL'S  NOT-SO-SUPER 
PERFORMANCE 


Earnings  per  share  annual  growth 

1980-89 

Averoge  return  on  equity 

1980-89 

HEINZ 

15.5% 

KEUO€€ 

32.0% 

KEUOGC 

15.3 

RALSTON  PURINA 

23.2 

RALSTON  PURINA 

15.0 

GENERAL  MILLS 

23,1 

QUAKER  OATS 

14.8 

HEINZ 

21.0 

SARA  LEE 

13.9 

QUAKER  OATS 

18.9 

BORDEN 

11.7 

CK  INTERNATIONAL 

18.4 

GENERAL  MILLS 

10.2 

SARA  LEE 

18.3 

CK  INTERNATIONAL 

9.0 

CAMPBELL  SOUP 

14.6 

8.8 

HOUY  FARMS 

14.5 

HOUY  MRMS 

2.7 

BORDEN 

13.7 

INDUSTRY  AVERAGE 

12.9 

INDUSTRY  AVERAGE 

18.8 

DATA,  DONALDSON,  LUFKIN  &  JENRETTE  SECURITIES  CORP. 
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THINK 

LINC 


When  you  need  cost  effective, 
professional  building  heating  and 
air  conditioning  system  service  that 
only  a  select  few  contractors  can 
offer,  you  need  LINC  Service®. 

Your  LINC  Service®  contractor  is 
highly  reputable  and  capable  of 
providing  total  system  service.  You 
might  expect  that.  What  you  might 
not  expect  are  the  benefits  you 
receive  from  the  unique  capabilities 
that  set  LINC  Service*  contractors 
apart  from  99%  of  all  heating  and  air 
conditioning  service  contractors. 

Like  being  part  of  a  large,  interna- 
tional netw/ork  of  Line  Service® 
contractors  with  access  to  on-going 
technical  and  management  training, 
computerized  maintenance  plan- 
ning and  scheduling,  continuous 
operational  methods  updates,  com- 
plete technical  data,  volume 
purchasing  power,  and  systematic 
cost  control. 

All  ofwhichmeansthat.asa  LINC 
Service*  customer,  you  save  time 
and  money.  And  your  building's 
heating  and  air  conditioning  system 
gets  the  service  it  needs  to  run 
reliably,  efficiently  and  affordably. 

So  put  the  odds  in  your  favor  and 
THINK  LINC*^  today 

For  the  name  of  the  LINC  Service  * 
contractor  nearest  you,  call 

800-638-2000 

(In  Maryland,  800-831-4300) 


SERVICE 


■JG 
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/  don 't  know  doctor,  ever 
since  we've  made  this  acquisition, 
I've  been  seeing  doublell 


If  your  company  has  some  equipment  or  excess 
inventory  it  doesn't  need  anymore,  call  EAL.  We'll  turn 
your  tax  deductible  donation  into  scholarships  for 
needy  students,  and  supplies  for  worthy  colleges. 

Educational  Assistance  Ltd  Phone  (312)  690-0010,  or 
write  P(3.  Box  3021,  Glen  Ellyn,  IL  60138. 


1^ 


arketin 


and  shelf-stable  microwave  soups  th 
brown-baggers  can  take  to  work. 

Campbell  is  also  deepening  its  comm 
ment  to  regional  marketing.  By  tailorii 
products  to  local  tastes,  Campbell  fim 
ready  markets  for  spicy  nacho-chee 
soup  in  the  West  but  not  in  the  Nort 
east.  Campbell  is  extending  this  local  a 
proach  to  advertising,  putting  more  di 
lars  into  regional  ad  campaigns  at  t: 
expense  of  national  network-TV  pusht 
Washington  Redskins  defensive  ei 
Charles  Mann  is  now  pitching  Swans( 
Hungry  Man  dinners  and  pot  pies  in  tl 
Washington  (D.  C.)  area,  while  Brone 
linebacker  Karl  Mecklenburg  sells  the 
in  Denver.  In  all,  five  different  playe 
appeal  to  different  regions. 
LESS  SALT.  The  new  regional  campaig 
may  take  the  sting  out  of  the  troub 
some  of  Campbell's  national  ads  ha 
caused.  The  soupmaker  last  year  aba 
doned  the  seven-year-old  "Soup  is  Go( 
Food"  tag  line  and  is  replacing  it  with 
more  emotional  appeal.  The  form 
theme  added  fuel  to  a  Federal  Tra( 
Commission  complaint.  Two  years  ag 


After  an  FTC  complaint, 
the  company  has  stopped 

advertising  soup  as  a 
'low-cholesterol'  product 


Campbell  came  out  with  ads  pitching  i{ 
soups  as  low-cholesterol  products.  B 
the  FTC  believes  the  claim,  aimed  at  coj 
sumers  concerned  about  heart  disease, 
compromised  by  the  soups'  high  sodiu 
content.  Campbell  disputes  the  FTC 
findings  but  has  cut  back  on  salt  ar 
even  offers  low-sodium  lines.  If  the  T\ 
finds  Campbell  guilty,  the  company  m£ 
have  to  pay  fines  or  air  correction 
Meanwhile,  new  soup  ads  will  debut 
October  featuring  the  slogan  "A  war 
hug  from  Campbell's"  along  with  tl 
familiar  "M'm!  M'm!  Good!"  refrain. 

On  top  of  everything  else,  Wall  Stre 
keeps  floating  rumors  that  Campb< 
might  make  an  appetizing  takeover  ta 
get.  With  the  death  last  April  of  form( 
Chairman  John  T.  Dorrance  Jr.,  contrj 
of  31%  of  the  stock  is  split  among  n 
three  children,  while  27%  remains  spres 
among  six  other  family  groups.  Tl 
stock  has  since  soared  above  60  and  ntf 
trades  at  about  50,  up  from  its  lonj 
standing  30-to-34  range.  CEO  McGoveJ 
admits  he  can't  rule  out  family  memba 
eventually  selling  their  holdings.  But 
he  can  cook  up  better  results,  th€ 
might  have  more  incentive  to  hang  ori 
By  Joseph  Weber  in  Camdt 
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rnied  with  the  resources  to  help  you, 
0  matter  what  the  investment  climate. 

Prudential-Bache 

Securities' 

idenlial-BacheSecurilies  MemberSIPC  ASubsidiaryofTheftutfinM^ 


"When  a  company  has  a  name  as  well- 
knoum  as  Westinghonse,  people  think  they 
know  what  you  do. " 


Wesdn^ouse 
T)day 

"People  think  ive  still  make  appliances. 
We  haven't  tnade  thetn  in  nearly  75 years. 

"People  think  we  still  make  light  bulbs. 
We  haven't  made  them  in  over  six  years. 

"And  some  people  think  we're  still  in  the 
same  businesses  we  were  100  years  ago. 
Well,  ive  are  and  we  aren't. 

"Westinghoiise  is  a  company  committed 
to  qnalit\K  doing  surprising  things  that 
touch  people's  lives  in  surprising  ways- 
all  over  the  world. 

"We're  a  company  you  should  get  to 
know  better."    ,  ^ 


John  C.  Marous 
Chainnan  and 
Chief Executii  ^e  Officer 


Financial  Services 


One  rf  Americas 
top  six  business 
finance  companies. 


Westinghouse  Credit 
and  its  financial  service 
iiffiliates  offer  a  wide 
range  of  services. 
Including  capital  for 
business  expansion, 
acquisitions  and  re- 
capitalizations, commer- 
cial and  residential  real 
estate  development, 
and  leasing  and  financ- 
ing major  equipment  and  facilities. 

We  play  a  major  role  in  employee  buy-outs  of 
established  businesses.  We  make  equity  investments 
in  companies.  .\nd  buy,  sell,  and  manage  income- 
producing  real  estate  properties. 


Broadcasting 

More  than  100  million 
people  tune  intoWestinghouse 
everyday  , 

Westinghouse  Group  W  Broadcasting  is 
one  of  America's  largest,  most  diversified  and 
fastest  growing  entertainment  companies. 

Group  W  radio  stations  broadcast  to  one 
out  of  three  American  homes.  In  fact,  WINS 
all-news  radio  in  New  York  is  the  nation's 
most-listened-to  station. 

Our  five  TV  stations  are  seen  in  10  million 
homes  a  week,  and  each  is  a  leader  in  news 
and  local  programming.  And  the  TV  Group's 
NEWSFEED  Network  is  the  nation's  largest 
video  news  service. 

We  syndicate  the  hottest  new  show 
on  children's  T\',  "Teenage  Mutant 
Ninja  Turtles,"  to  more  than  140 
stations  across  the  country: 
And  we  also  distribute  more 
programming  via  satellite  than 
any  body  else.  We  even  market 
cable  TV's  popular  "The 
Nashville  Network." 


Environment 

A  leader  in  tackling 
tough  environmental  prohkm 

Our  waste-to-energy  systems  are  disposing 
of  garbage  while  efficiently  turning  it  into  / 
electricity;  helping  municipalities  reduce^/ 
their  need  for  unsanitary  landfills. 

And  Westinghouse  is  helping 
to  lead  the  way  in  the  treat- 
ment and  disposal  of 
hazardous  and  toxic  wastes. 
In  fact,  we  offer  tech- 
nologies that  can 
destroy  tliese 
materials,  includ- 
ing PCBs,  at 
efficiencies 
exceeding 
99.9999%. 


Electronics 


eWorld  leader  in  radar. 

ir  new  radar,  soon  to  be 
lied  at  every  major  U.S.  airport, 
low  allow  air  tr^iffic  controllers 
ick  weather  and  aircraft  on  the 
;  screen  at  the  same  time, 
d  our  advanced  air  route  surveil- 
■  radar  will  give  the  FAA  a  much 
r  view  of  air  traffic  along  major 
's,  while  also  serving  the  U.S.  Air 
^'s  air  defense  needs. 
?  developed  and  built  the  Airborne 
ling  and  Control  System  (AWACS) 

part  of  the  free  world's  first  line  of 
ise.  And  we're  working  on  radar  and 
ronic  systems  for  the  U.S.  Air  Force's  and 
's  next-generation  fighters. 
^  even  offer  industry-  the  most  powerful 
ibuted  process  control  management 
ms  available  today. 


Communities 

One  of  Americas 
leading  developei?, 
of  planned  communities. 


Energy 

Aworid  leader  ineneigy 

We're  a  recognized  world  leader  in  conventional  power 
generation,  supplying  millions  of  megawatt  hours  of  electricity 
on  almost  every  continent. 
We're  also  a  leader  in  nuclear  fuel.  In  fact,  our  Commercial 
Nuclear  Fuel  Division  was  a  winner  of  one  of  the  first 
Malcolm  Baldrige  National  Quality  Awards. 

More  than  half  the  free  world's  nuclear  power  plants  are  based 
on  Westinghouse  technology.  We're  developing  safer,  even  more 
environmentally  compatible,  advanced  nuclear  power  plants. 

And  we're  developing  new  technologies  for  the  future,  such 
as  fusion,  superconductivity,  fuel  cells,  and  solar  photovoltaics. 

nstribution 


Moving  everything  from 
strawbenies  to  electricity 

Our  Thermo  King  subsidiary  is  the  world 
leader  in  transport  refrigeration  aiid  is  supfx)rted  by 
tlie  industry's  largest  dealer  network.  Thermo  King- 
equipped  vehicles  safeK'  transpon  all  kinds  of  perishables 
from  produce  iind  chemicals  to  film  and  pharmaceuticals-in 
more  tlian  80  countries  around  the  world,  including  tlie  Soviet 
Union  and  China. 

We're  also  a  leading  distributor  of  elecirical,  mechaniail,  and 
elearonic  products,  maintaining  complete  inventories  of  more  tliiui 
100,000  items  through  a  network  of  230  wholly-owned  U.S.  locations 
and  over  1,500  independent  distributors. 


More  than  175,000 
people  live  in 
Westinghouse  planned 
communities. 

In  the  Ft.  Lauderdale 
area,  we're  in  our  fifth 
decade  of  developing 
qualit\'  cities  and 
communities-including 
the  master-planned, 
full-service  cit>'  of  Coral 


ngs,  designed  to  serve  more  than  100,000  residents, 
ur  new  community,  Gateway  near  Ft.  Myers,  will  be 
uture  home  to  an  estimated  40,000  people, 
e're  planning  our  newest  community'  of  homes, 
lols,  businesses,  offices,  shopping,  and  recreation  areas 
5,500-acre  site  in  Marana,  near  Tucson,  Arizona, 
'lican  Bay,  near  Naples,  Florida,  hosts  1,400  luxury 
les,  two  quality  hotels,  and  a  championship  golf 
•se.  And  another  luxury  community  is  planned  for 
1  Desert,  California. 


Office  Systems 

Making  offices  and  people  more  productive. 

Westinghouse  helped  pioneer  the  concept  of  open  office 
furniture  systems-systems  designed  to  help  people  do  their 
jobs  more  productively  and  comfortiibly 

We  offer  a  variety  of  innovative  systems-related  products, 
designed  around  a  panel  system  backed  by  tlie  industry's 
only  lifetime  warranty. 

Westinghouse  developed  and  built  one  of  the  world's  most 
sophisticated  and  reliable  telecommunications  systems  for 
our  oivn  use. 

Now  we're  offering  the  industry's  only  fully-integrated 
voice/data  network  capability  to  businesses,  providing  them 
with  a  unique  solution  to  tlieir  telecommunications  needs. 

So  now  that  vou  know  Westinghouse  a  little  better,  you  can 
see  that  we're  doing  important  things  in  important  areas. 
Perhaps  we  even  touched  your  life  today. 


Vbucanbesure-  ^ 
if  ft^  Westinghouse® 


r^y         i  4  ififtWestingtiouse(^ 

raiMiouse 


LO  R  S  H  E  I  M 

-^^^^  TRAOEMARK  OF  tNTERCO  INCORPORATED 


Corporate  style.  The  Como  Imperial  moccasin  in  black,  mahogany  or  cognac. 


ie  Corporation 


GIESI 


N  CATERPILLAR  INCH  ITS  WAY 
ICK  TO  HEFTIER  PROFITS? 


'ing  modernization  plan  is  moving  slower — and  costing  more — than  anyone  expected 


w  on  Wall  Street  can  re- 
ist  slinging  a  little  mud 
t  Caterpillar  Inc.  these 
Its  daring  $1.8  billion 
modernization  launched 
6  is  behind  schedule — 
undreds  of  millions  of 
I  over  budget.  The  in- 
ixit  splurge  has  already 
ned  earnings  this  year 
ay  siphon  off  more  prof- 
1990.  No  wonder,  then, 
at's  stock,  at  around  64, 
een  outpaced  by  other 
equipment  manufactur- 
lart). 

behind  all  the  gloom, 

tling  metamorphosis  is 
place.  The  $10.4  billion 

ny   is   bulldozing  anti- 

l  production  methods  in 
of  a  speedy,  flexible 

■acturing  system.  The 

Cat  is  counting  on  a  20'  - 

1  total  manufacturing 

-about  $1.5  billion  a 

■when  its  plant  update  is 

:d  in  late  1992  or  early 

rhat's  for  starters.  Ulti- 
Cat  hopes  to  link  its  30 

,  suppliers,  and  dealer- 

with  a  worldwide  elec- 
information  network.  The  idea  is 

ke  Cat  one  of  the  most  efficient 

;ers  of  earth-moving  equipment. 
Chairman  George  A.  Schaefer 

'  admits  that  "this  is  a  risky,  long- 

jamble."  Even  though  he  has  limit- 

t's  new  gadgetry  to  proven  tech- 
there  is  still  plenty  that  can  go 

.  Says  Joseph  Metz,  an  A.  T.  Kear- 

ic.  manufacturing  consultant:  You 

lust  "move  in  a  lot  of  new  equip- 

md  then  just  plug  everything  in." 
hard  at  work  training  its  employ- 
work  with  new  robots  and  other 

terized  assembly  machinery. 

AN.  Schaefer,  a  genteel  Kentucky 

,  had  little  choice  but  to  forge  his 

Plant  with  a  Future"  (PWAF)  pro- 
The  days  of  big-ticket  energy  and 

ay  projects  are  on  the  wane,  and 

!  sales  of  Cat's  75-ton  tractors — 
$500,000-plus  monsters  that  for 

churned  out  steady  profits.  Now, 


Cat's  growth  comes  from  smaller  ma- 
chines, such  as  farm  tractors  and  back- 
hoe  loaders,  where  margins  are  slim  and 
competition  is  fierce.  Cat  has  always  set 
the  standard  when  it  comes  to  quality. 
But  its  machines  are  expensive  to  pro- 
duce, and  Schaefer  knows  he  must  radi- 
cally upgrade  operations  if  Cat  is  to  re- 
main the  undisputed 
leader  in  this  market. 

Cat  is  playing  a  game 
of  catch-up.  Japanese 
manufacturer  Komatsu 
Ltd.,  Cat's  nemesis,  al- 
ready boasts  a  network 
of  high-tech  plants.  And 
it's  snapping  up  new 
plant  capacity  in  Eu- 
rope and  the  U.  S.  at  a 
furious  pace.  Komatsu 
recently  acquired  a  25% 
stake  in  Hanomag,  a 
West  German  heavy- 


ORATION 


CAT  IS  TAILING 
THE  PACK 
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equipment  maker  that  has  a 
W/'  share  of  the  European 
market.  It's  planning  to  boost 
its  stake  to  64'a'.  Komatsu  al- 
ready had  teamed  up  in  the 
U.  S.  with  Dresser  Industries 
Inc.  in  1988  and  is  spending 
lieavily  to  refurbish  its  plants 
m  all  of  North  and  South 
America. 

NO  IDLING.  Cat  can  hardly  af- 
ford to  sit  back.  Schaefer  will 
plunk  down  $475  million  this 
year  alone  on  81  projects 
worldwide.  Right  now,  many 
of  Cat's  plant  layouts  are  be- 
ing reconfigured  into  cells 
■where  workers  will  handle  sev- 
eral manufacturing  functions. 
Consider  the  new  setup  at 
Cat's  steel  tractor-tread  plant 
in  East  Peoria.  Under  the  old 
"batch"  production  layout, 
steel  beams  were  cut,  drilled, 
and  heat-treated  on  three  dis- 
tinct assembly  lines.  Today, 
steel  beams  are  fed  on  auto- 
mated conveyor  belts  through 
a  tractor-tread  cell  where  all 
three  operations  are  accom- 
plished. Computers  adjust  ma- 
chine tools  within  seconds  to 
meet  the  specs  on  any  new  order.  Before 
the  changes,  a  new  setuj)  meant  idling  a 
line  for  a  full  day. 

At  Cat's  plant  in  Grenoble,  France,  an 
unmanned  "intelligent"  crane  transports 
steel  slabs  to  a  special  drilling  area, 
where  it  is  sliced  with  razor-like  preci- 
sion by  a  computerized  flame  cutter.  The 
time  it  takes  to  fill  or- 
ders for  machinery 
parts  has  been  slashed 
from  20  to  8  days.  So 
far,  the  companywide 
changes  have  cut  inven- 
tory levels  in  half  and 
reduced  manufacturing 
floor  space  by  217'. 

The  result  of  Schae- 
fer's  PWAF  spending, 
however,  hit  home  in 
January  when  he  dis- 
closed that  1989  earn- 
ings would  be  flat.  In- 
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To  stay  ali  ve  people  need  salt, 
but  not  necessarily  flamingos. 
Had  we  blindly  followed  this  prem- 
ise when  we  began  producing 
salt  in  Bonaire,  Nethert;  ds 
Antilles,  nature  would  hav  ,'  lost 
another  red  flamingo  breeding 
ground  -  of  whidi  only  four  remain. 


When  we  broke  ground  for 
our  plant  in  1964,  we  counted  a 
mere  700  nests  in  an  area  adja- 
cent to  our  project.  We  could 
have  eliminated  them  for  the  sake 
of  expediency.  Instead,  we  chose 
to  protect  them.  Since  then  salt 
production  has  exceeded  our  ex- 


pectations, which  is  noteworthy. 

Spectacular,  however,  is  the 
way  our  feathered  friends  have 
multiplied.  They  now  number 
12,000  and  live  undisturbed  in  a 
special  nature  reserve  provided 
by  Akzo.  it  is  not  our  intention 
however  to  have  you  remember 


us  as  "the  leading  flamiii*pf,jj|j| 
preservation  group"  but  as  ^, 
sponsible  world  leader  inj^^,^^ 
production  of  salt. 


Not  to  mention  our  po^ 
in  car  refinishes,  carbon  fil 
textile  and  carpetfibers,  pla|t: 
catalysts  and  rubber  chemi. 


iYWOULDN 
SIANDON. 


oduced  by  Akzo  is  used 
ivater,  make  slippery 
e  and  enhance  flavors  - 
it  be  eggs  at  a  Dutch 
:,  the  bread  and  top- 
Danish  open-sandwich 
or  a  bucket  of  southern 
ten  for  dinner  in  the  U.S. 


We  also  change  salt  into  key 
ingredients  for  everyday  prod- 
ucts such  as  PVC,  glass  and  de- 
tergents. In  fact,  salt  was  one  of 
our  first  products.  Since  our  start, 
and  like  "our"  flamingos,  we  at 
Akzo  have  spread  our  wings. 

We  are  70,000  people  in  50 


countries:  one  of  the  world's 
largest  companies  in  chemicals, 
fibers, coatingsandhealthcare...  ^ 
and  number  one  in  salt. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 


Master  Financial  Markets 
With  ComStock  Real-time  Quotes 

ComStock  supports  advanced  investment  strategies  with; 

•  Real-time  quotes  tor  over  65,000  U.S.  and  foreign  stocks,  options, 
futures,  market  indices  and  foreign  exchange  instruments 

•  Rehable  international  satellite  or  phone  line  communications 

•  Financial  news  updated  continuouslv 

•  PC  or  standard  terminal  compatihilitv 

•  Technical  analvsis  with  PC  software 


Call  800-431-5019 


In       .  and  Canada  914-725-3477 

670  White  Plains  Road,  Scarsdale,  New  York  10583 

Service  i>  available  tor  a<  htilc     >295  per  inoiri;  pli'.>  excluvige  fee<. 


linii 


GET  YOUR  INVESTMENT  MESSAGE 
HEARD  LOUD  AND  CLEAR  WITH 
BUSINESS  WEEK 


STREET  STOCK  BARKER  1928 


ADVERTISE  IN  THESE 

THREE  FINANCIAL  REPORT  ISSUES... 

MUTUAL  FUNDS:  Third  Quarter  Performance 
Issue  Date:  10/16 

Black  &  White  Closing;  9/1 8  4  Color  Closing:  9/1 1 

ANNUAL  REPORT  DIRECTORY 
Issue  Date:  11/27 

Block  &  White  Closing:  1 1  /6  4  Color  Closing:  1 0/30 

INVESTMENT  OUTLOOK  (Speciol  Year-End  Double  Issue) 

Issue  Dote:  12/25 

Black  &  White  Closing: !  2/4  4  Color  Closing:  11/27 


To  reserve  spa<e, 

call  Paul  Halas  now  at  (212)  512-3676. 

Or,  call  your  Business  Week  representative. 


BusinessWeek  1 


vestors  were  particularly  unhapj 
because  they  hacl  been  looking  forw^ 
to  a  continuation  of  Cat's  upturn.  Tl 
company  chalkeci  up  record  profits  I 
1988  of  .S616  million,  after  years  of  clai 
ing  its  way  back  to  profitability.  CatJ 
pillar's  markets  had  collapsed  after  tl 
1982  recession,  and  it  lost  almost  SI  q 
lion  from  1982  to  1984.  The  compal 
shuttered  old  plants,  slashed  payroll  I 
30^c,  and  dramatically  expanded  its  prci 
uct  lineup.  With  the  dollar's  tumbl 
it  snatched  back  market  share  frcl 
Komatsu — but  only  by  resisting  prij 
increases.  J 
MONEY  PIT?  To  make  matters  worse,  Cl 
announced  in  June  that  it  had  underea 
mated  total  pwaf  program  costs  by  .S^^ 
million.  Schaefer  won't  comment  on  tl 
1990  earnings  outlook,  but  analysts  a 
pect  just  a  modest  increase.  Some  wJ 
der  whether  pwaf  could  be  a  bottoj 
less  money  pit.  "People  are  justifiaq 


With  huge  energy  projects 
on  the  wane.  Cat  now 

stresses  smaller  machines 
— not  75-ton  tractors 


worried/"  says  an  institutional  hold 
Schaefer  insists  that  there  will  be 
more  surprises.  The  plant  overhaul 
over  budget,  he  explains,  because  ni; 
agement  underestimated  some  upfp 
costs.  What's  more,  managers  were  d| 
uged  last  year  with  equipment  ord 
just  as  construction  crews  were  ripp: 
up  old  assembly  lines.  As  a  result,  so: 
of  the  PWAF  work  was  delayed  and  pil| 
on  top  of  this  year's  schedule — and  b 
get.  But  the  worst  appears  to  be  be' 
Cat.  By  yearend,  70^^  of  the  most  cosi 
work  will  be  done. 

The  stock  market's  reaction  does 
faze  Cat's  top  officer.  Schaefer, 
plans  to  retire  at  the  age  of  62  m 
summer,  is  already  talking  about  PW, 
II.  He  asked  Electronic  Data  Syste: 
Corp.  and  Andersen  Consulting  to  co 
up  with  a  customized  software  packaj 
that  could  link  factories  with  suppli 
and  dealers — to  enable  Cat  to  anticip; 
demand  more  quickly  and  to  tap  sup; 
ers  around  the  world  more  efficien: 
That  could  help  make  Cat  less  vulnei 
ble  to  currency  swings — an  attracti, 
notion  since  more  than  half  of  its  re\ 
nues  come  from  overseas.  Wall  Strt 
may  not  like  the  short-term  squeeze.  B 
it's  hard  to  fault  Schaefer  for  trying 
make  Cat  a  more  ferocious  competit 
over  the  long  haul. 

By  Brian  Bremner  in  Peoria. 
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Its  called  Preferred  Care-USA.  You'll  find  it  has  no  shortage 
good  hospitals.  Many  are  recognized  as  being  among  the 
X  best  in  the  country  Some  are  household  words. 
^  \     In  fact,  no  other  PPO  system  begins  to  give  you  the 
p.^  i  selection  of  hospitals  it  does.  Or  of  physicians  for 

'that  matter  Perhaps  because  every  one  of  them  was 
selected  by  an  organization  thats  in  a  unique  position  to 
gotiate  for  their  services.  One  that  knows  them  better 
an  anyone— a  local  Blue  Cross  and  Blue  Shield  Plan. 

Something  else  you  may  find  reassuring.  Preferred  Care- 
isn't  just  good  in  theory  The  system  already  takes  care 
10  miUion  people  in  over  200  cities  coast  to  coast. 

So  even  if  you  have  employees  in  more  than  one  state, 
ucangiw..-- — -z^r-Nthem  a  freedom  of  choice  approach- 
l  that  ifiEDi^^      traditional  coverage.  At  a  cost  of 

)  to  15  \^^^^^^^^percmt  less.  With  every  expectation 
them  receiving  good  medical  care. 

In  other  words,  Preferred  Care-USA  lets  you  offer 
iployees  the  kind  of  PPO  they'll  actually  use.  Which  is 

the  only  kind  that  can  reaUy  reduce  costs, 
n'^m-     If  your  company  has  a  thousand  or  more 

y /p//]/ ^^P^^y^^^'  and  a  desire  to  make  health  care  a 
^  LSi/ ^/company  benefit  instead  of  a  detriment,  call 


BOO-426-2583.  You'll  fmd  there  are  atllsNlid 
lumber  of  places  we  can  be  of  help. 


d  marks  BlueCross<Si  Blue  Shield  Associatic 


HI 
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TRANSPORTATION  I 


CARNIVAL  TRIES 
SAILING  UPSTREAM 


The  cruise  line  is  spending  lavishly  to  attract  big  spenders 


Carnival  Cruise  Lines'  Crystal  Pal- 
ace Resorl  &  Casino  in  Nassau  is, 
well,  sui  generis:  Its  style  deserves 
its  own  name — Bahamas  Bauhaus,  per- 
haps, or  Clamorous  Caribbean.  The 
1,550-room  resort,  scheduled  for  com- 
pletion in  December,  has  halls  painted  a 
throbbing  shade  of  pink.  A  waterfall  cas- 
cades between  two  swimming  pools.  The 
most  expensive  suite,  the  Galactica,  fea- 
tures a  robot  that  fetches  bath  towels, 
an  aquarium  with  a  stingray,  and  a  con- 
traption that  projects  your  choice  of 
famous  paintings  on  the  walls.  The  Ga- 
lactica's  nightly  rate:  a  steal  at  $25,000. 

Perhaps  you  find  all  this  a  bit  tacky. 
But  the  overstatement  is  deliberate,  for 
Carnival  knows  that  to  make  money  in 
the  competitive  Caribbean  travel  busi- 


250 


CRUISING  IN 
THE  FAST  LANE 


50- 


INCREASE  IN 
CRUISE-SHIP  CAPACITY 


T" 


■87 


90  '91 
I —  EST.  — I 


A  INDEX;  1987=100 

•  INaUDfS  HOLLAND  AMEdlU  iCQUISIDON 
DATA:  COMPANY  REPORT,  CRUISE  UNES INTIRNAIIONAL  ASSN. 


ness,  a  company  has  to  grab  customer 
attention.  For  years.  Carnival  has  spi 
cialized  in  the  relentless  promotion  o 
moderately  priced  four-  and  seven-dar 
Caribbean  cruises  to  people  who  neve 
dreamed  they  could  afford  a  holiday  s) 
sea.  Once  aboard,  passengers  are  treai 
ed  to  nonstop  eating,  gambling,  an 
mindless  but  fun  contests  to  see  wfci 
can  win  the  poolside  pillow  fight  or  wt^ 
has  the  knobbiest  knees.  By  aggressiv^ 
ly  peddling  such  simple  pleasures,  Chai 
man  Ted  Arison,  who  started  his  bus 
ness  with  a  used  ship  in  1972,  has  turne 
Carnival  into  a  $1.2  billion  company,  tl" 
largest  in  the  cruise  industry. 
PRICEY  TRIPS.  Now,  after  opening  up  th  ■ 
formerly  exclusive  cruise  business  t  : 
budget-conscious  travelers,  Ted  Arise 
and  his  chief  executive,  son  Micky  Ai 
son,  want  to  go  after  the  big  spender 
In  the  past  two  years  in  Nassau,  the 
have  spent  $250  million  developing  tl  i 
entire  150-acre  Crystal  Palace  Resor  : 
where  many  rooms  go  for  $180  or  moi 
a  night.  Last  January,  Carnival  pai 
$625  million  for  Holland  America  Lir  :■ 
Inc.,  the  116-year-old  company  that  sai 
to  the  Alaska  coast  in  the  summer  an  : 
to  the  Eastern  Caribbean  in  the  winte  : 
Holland  America  also  operates  Windsts 


We  keep  telling  people  this  is  not  a  laser  printer. 


pi.! 

•  ii!.; 


The  new  $995  HP  DeskJet  PLUS  Printer. 


They  look  at  the  crisp, 
black  lettering.  The  clean, 
sharp  graphics.  What  else 
could  it  bv  but  a  laser 
printer? 


The  HP  DeskJet  PLUS  per- 
sonal printer,  that's  what. 

We  call  it  a  personal 
printer  because  it  provides 


the  impressive  text  and 
graphics  you  want  to  look 
your  best.  It  does  it  with 
advanced  Inkjet  technol- 
ogy, which  is  whisper-quiet. 
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raises,  a  fleet  of  three  sailing 
'or  vacationers,  along  with  ho- 

Canada  and  Alaska, 
itioning  with  Holland  Ameri- 
ricey:  The  line  can  charge  27% 
;han  Carnival  for  a  Caribbean 
of  the  same  length,  while  its 
in  cruises  cost  even  more.  It's 
lore  subdued:  Spotting  ocean 
e  is  a  big  activity,  and  handi- 
;lasses  are  available.  But  the 
s  have  no  intention  of  aban- 
:  the  mass  market  they  love. 

idea  is  to  let  synergies 
;e  results,"  says  Micky  Ari- 
?ho  sees  plenty  of  profitable 
lions. 

;e  of  Carnival's  six  Florida- 
ships  and  two  of  Holland 
z&'s  four  steamships  stop  at 
u,  v/here  the  gaming  tables 
Crystal  Palace  beckon.  Carni- 
r,  a  company-owned  carrier, 
jen  shutthng  vacationers  be- 
eight  U.  S.  cities  and  Nassau, 
forces  from  the  two  cruise 
teer  customers  to  each  other, 
on  also  figures  that  Carnival  can 
cut-rate  four-day  cruises  to  make 
astomers  think  about  more  expen- 
ips.  When  Carnival  revelers  get  a 
vealthier  and  more  sophisticated, 
ieves  they'll  be  ready  to  graduate 


to  Holland  America  cruises  and  the 
Crystal  Palace.  "It's  like  eating  one  po- 
tato chip,"  says  Carnival's  marketing 
chief,  Robert  H.  Dickinson.  "It  only  gets 
you  started."  Carnival  will  soon  expand 
its  schedule  of  short,  inexpensive  cruises 
when  it  introduces  the  Fantasy,  the  first 


of  three  new  ships  it  has  ordered. 

Turning  Carnival  into  a  pleasure 
conglomerate  is  costing  a  bundle. 
Despite  a  big  sales  boost  from  the 
Holland  America  acquisition,  inter- 
est expense  on  $813  million  in  long- 
term  debt  has  forced  income  down 
10%  for  the  first  half  of  Carnival's 
fiscal  year,  to  $88  million. 
ROSY  FORECASTS.  Investors  for  now 
are  not  concerned.  They  are  more 
Impressed  by  the  high  operating 
margins  at  Carnival,  which,  as  a 
Panama  corporation,  pays  no  corpo- 
late  income  tax.  Crews  on  Carni- 
val's foreign-registered  ships  do  not 
belong  to  the  costly  maritime  unions 
of  the  U.  S.  And  Harvey  L.  Katz  of 
Salomon  Brothers  Inc.  estimates 
that  cash  flow  will  reach  $357  mil- 
lion in  1990.  Wall  Street  apparently 
is  impressed:  Stock  in  Carnival, 
which  is  80%  controlled  by  Ted  Ari- 
son,  has  doubled  in  the  past  year,  to 
a  recent  high  of  24%. 
Analysts  and  industry  executives 
also  have  high  hopes  for  the  industry. 
The  Cruise  Lines  International  Assn., 
the  industry  trade  group,  estimates  that 
in  the  year  2000,  about  10  million  vaca- 
tioners will  go  cruising,  up  from  3.5  mil- 
lion in  1989.  Micky  Arison  claims  that 
Carnival,  Holland  America,  and  Wind- 


But  they  keep  looking  at  the  evidence. 


rancisco 


What's  more,  it's  twice  as 
fast  as  the  original  DeskJet 
printer.  And,  at  a  trim 
15  pounds,  sits  easily  on 
your  desk. 


The  $995  price  is  something 
you  can  handle  personally. 
So  call  1-800-752-0900,  Ext. 
276 J  for  the  name  of  your 
nearest  authorized  HP  dealer. 


Then  judge  the  HP  DeskJet 
PLUS  printer  for  yourself. 


HEWLETT 
PACKARD 


D1989  Hewlett-Packard  Company  PE12912 


BUSINESS  WEEK/SEPTEMBER  25,  1989  83 
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Suit  pressed  with  a  button 
reDlaced,  5:22  p.m. 
The  Westin^t  Francis.  San  Frandsco. 


To  some,  it  is  no  more  than  an 
ordinary  valet  deli\'erv.  Yet  at  this  cru- 
cial moment,  one  determines  whether 
a  hotel  s  performance  equals  its 
promise. 

At  Westin  Hotels  &  Resorts,  we 
consider  this  the  moment  of  truth. 

What  sets  Westin  apart  are  the 
dedicated  people  who  aim  not  only 
to  fulfill  _\'our  needs,  but  to  anticipate 
them.  People  who  respond  promptly 
to  an\'  request,  at  am'  hour. 

That  is  wh}'.  time  and  time  again, 
you  can  be  sure  Westin  will  come 
through  in  a  manner  that  is  at  once 
caring,  comfortable,  civilized. 

No  matter  how  pressing 
\'Our  need. 


/         HOTELS*^  Resort 


CoSl  your  travel  consultant  or  800-228-3000.  Acapulco  ■  Atlanta  ■  Atlanta  iBuckhead)  •  Boston  •  Calgar>'  •  Cancun  •  Chicago  •  Chicago  (O'Hare)  •  Cincinnau  •  Dallas  ■  Denrer  •  Detra 
Ecronton  •  El  Paso  •  Ft.  Lauderdale  -  Cjuadalajara  •  Gaatemala  City  •  Hilton  Head  Island  •  Hong  Kong  •  Houston  -  Indianapolis  •  Island  oi  Hawaii  •  Ixtapa  •  Kansas  City  •  Kauai  •  Kwto  •  Los/ 
Niap.ua  •  Manzanillo  •  Maui  ■  Mazatlan  ■  .Mexico  City  -  .Monterrey  •  .New  Orleans  •  New  York  -  Orange  County  •  Orlando  •  Ottawa  •  Phoenix  •  Pittsburgh  •  Pbrtland  •  Puerto  Vallarta  ■  Pusan  •  S 
San  Francisco  •  San  Francisco  Airpon  •  San  Sah-ador  •  Seattle  •  Seoul  ■  Shanghai  •  Singapore  •  Tokyo  •  Toronto  •  Tucson  •  Tulsa  •  Vail  •  Vancouver  ■  Washingtoa  D.C  •  Winnipeg 
Sfembers  <rf  United  Airlioes  Mileage  Plus.  Air  Cmadi  Aeroplm  md  VSAir  Frequent  Traveler  prognms  earn  miles  a  partidfating  }^kstin  Hotels  St  fesorts. 


A  GREAT  PARTNERSHIP  WILL  TAKE  YOU  FURTHER  THAN  YOU  EVER  DREAMED  OF  GOING  ON  YOUR  OWN. 

CONGRATULATIONS  BUSINESS  WEEK. 
YOUR  PARTNER  AND  ADVERTISING  AGENCY,  MARGEOTES,FERTITTA  &  WEISS. 


McGR^-HILL^ 


It's  up-to-thc-ininutc  business  news.  Online  and  in  time 
for  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  tor  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  DIALOG,  DRI,Telemet 
or  direct  to  your  mainframe.  For  a  FREE  brochure  call  ^hdjL 
us  toll-free  at  1-800-426-0647.  And  get  the  news. 


'From  Database  Magazine 


1989  McGraw-Hill,  Inc. 


T.  Rowe  Price  New  America  Growth  Fund  lets  you  share  in  the  long 
term  growth  opportunities  of  America's  service  sector.  We  believe  this 
sector,  which  includes  health 
care,  financial  services,  and  com- 
munications, has  the  potential 
to  outpace  overall  economic 
growth.  $2,500  minimum. 
100%  no  load — no  sales  charges. 


r  T.  Rowe  Price,  100  E  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete  intormation, 
including  management  fees  and  other  charges 
and  expenses  1  will  read  it  carefully  before  I  invest 
or  send  money 

Name 


Call  24  hours  for 
a  free  information  kit 

1-800-638-5660 
ext.  4839 


Address 


NAG004839 


City/State/Zip 


Invest  With  Confidence 

TRoweRice 


*25.8%  and  17.9%  are  the  1-year  and  average  annual  45-month  total  returns  respectively  for 
the  period',  ended  6/30/89.  Total  return  represents  pastperlormance.  Investment  return  and  principal 
value  will  vciry,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Figures 
include  chai  p'  -i  in  rinnnpal  value,  reinvested  dividends  and  capital  gam  distributions. 
T  Rowe  Pru:e  i'./  .ii:/  r  i  Sf-rvices,  Inc.,  Distributor 


star  will  handle  a  million  customers  nel 
year. 

Those  rosy  forecasts  have  triggered! 
rush  of  ship  orders  by  cruise-line  oper 
tors.  Some  16  cruise  ships,  which  ca 
cost  $200  million  or  more  each,  are  und 
construction.   Carnival   and  its  rival 
which  have  also  taken  on  plenty  of  de 
to  buy  ships,  will  suffer  if  all  those  h 
py  vacationers  don't  materialize.  Ron 
J.  Zeller,  the  former  chief  executive 
Norwegian  Cruise  Line  and  now  a  c 
sultant  to  cruise  companies,  points  o 
that  a  heavy  recession  could  force  t" 
cruise  lines  to  discount  fares  to  attr" 
passengers  and  trim  staff  to  hold  do" 
costs.  And  while  the  industry  specula 
about  the  effects  of  a  recession,  Ca" 
val  is  facing  stiffer  competition  fr 
Royal  Caribbean  Cruise  Line,  which 
launching  a  television  ad  campaign 
tionwide  to  hawk  its  own  three-  a 
four-day  cruises. 


Above  all,  Carnival 
has  to  prove  it  can  be 
as  successful  on  land  as 
it  has  been  on  water 


Above  all,  Carnival  has  to  prove  it  a 
be  as  successful  on  land  as  it  has  be< 
on  water.  Most  analysts  applaud  Can 
val's  development  of  the  Crystal  Palac 
but  at  least  one,  Daniel  R.  Lee  of  Dre:^ 
Burnham  Lambert  Inc.,  definitely  d| 
agrees:  "The  Crystal  Palace  has  beJ 
their  only  mistake." 

Lee  explains  that  Nassau  is  an  expq 
sive  and  difficult  place  to  do  busine 
Public  utilities  there  sometimes  run  in 
problems:  On  one  visit  by  a  BUSINE 
WEEK  reporter  to  the  resort,  the  electr 
ity  failed.  Almost  every  item  used  at  t 
resort  has  to  be  imported  from  the  U. 
and  service  must  be  of  the  highest  qual, 
ty  to  justify  the  room  rates.  Carnival  hi! 
already  spent  $2  million  training  tlj 
Crystal  Palace  staff.  Next  year,  it  mu" 
negotiate  a  new  labor  contract  with  tl 
resort's  employees.  !■ 

Carnival's  executives  admit  that  rigil 
now  the  Crystal  Palace,  which  is  partiil 
ly  open,  is  less  than  paradise.  But  th( 
insist  that  the  finished  resort  will  pr 
vide  all  the  comforts  of  home.  They  a:l'' 
supremely  confident  that  the  Cryst 
Palace  can  lure  high  rollers  from  the  b 
casinos  of  Las  Vegas  and  Atlantic  Cit 
For  now,  it's  smooth  sailing  for  Can 
val.  As  the  resort  season  unfolds,  inve 
tors  will  know  better  what  kind  of  trf' 
they're  on. 

By  Antonio  N.  Fins  in  Nasscl 
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ST  PERrORMANCE  IS  NO  GUARANTEE  OF  FUTURE  SUCCESS. 
RUT  IT'S  SOMETHING  TO  CONSIDER. 


utual  funds  haven't  always  been  your 
\y  investment.  Forty  years  ago  there 
many  kinds  of  funds, 
st  some  common  stock  funds  and 
lond  funds.  But  Jack  Dreyfus  thought 
e  poised  for  growth. 
1951  he  began  managing  one  of  the 
funds  to  actively  seek  grow  th  of  cap- 
its  shareholders. 

s  a  hunch  that  paid  off.  Not  just  for 
3lders  of  The  Dreyfus  Fund,  but  for 
3lders  of  the  many  erowth  funds  that 
;d  it  in  the  1950s  and  1960s.  In  the 
70s,  when  risins  interest  rates  were 


stranding  savers  in  low-paying  FDIC  msured 
passbook  accounts,  we  developed  Dreyfus 
Liquid  Assets. 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  tax 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated  ta.x- 
e.xempt  fund. 

The  rest  is  history.  These  days  there 
isn't  a  fund  company  worth  its  800  number 
that  doesn't  offer  a  wide  range  of  money  mar- 
ket and  tax  exempt  funds. 

Today  everyone  talks 
about  the  need  to  allocate 


The  right  fund  at  the  right  time. 


assets,  but  a  vear  ago  we  created  a  fund  spe- 
cifically designed  to  shift  freely  ann)ng  stocks, 
bonds  and  money  market  instruments,  dcpend- 
mg  on  the  climate. 

Dreyfus  Capital  Value,  like  other 
Dreyfus  funds  before  it.  is  a  product  of  its 
time.  Will  it  too  give  rise  to  a  whole  new 
category  of  funds'.'  No  one  knou  s. 

But  one  thing  is  certain:  our  past.  And 
that's  one  way  to  evaluate  the  future.  Obtain 
a  prospectus  from  your  securities  dealer  or 
call  1-800-64X-9048 . 
Please  read  the  prospectus 
carefullv  before  investim:. 


So  EVeiy  Geri 
UpltABetterHon 


The  chance  for  a  better  education, 
a  better  job,  a  better  home.  That's  what  every 
generation  tries  to  pass  on  to  its  children. 

For  over  200  years,  upward  mobility 
has  seemed  to  be  our  birthright. 

But  now  a  generation  of  Americans  may 
have  to  lower  expectations.  Homeownership 
may  be  slipping  out  of  reach. 

T:)day  s  prices  are  taking  their  toll  on 
young,  would-be  home  buyers.GomingupwItha 
down  pa^Tnent  is  getting  tougher  and  tougher. 

Monthly  payments  aren't  much  easier. 
Today's  median-priced  home  absorbs  nearly 
50%  more  family  income  than  it  did  in  1968. 

Does  all  this  mean  our  children  should 
give  up  hope  of  o\\  ning  a  home? 

At  Fannie  Mae,  we're  doing  our  best 
to  make  sure  that  doesn't  happen.  We  can't  do 
much  about  home  prices,  but  we  can  help 
families  of  modest  means  buy  homes. 

Over  the  last  year,  some  30%  of  our 
loans  have  been  for  $40,000  or  less,  about 
what  a  family  with  an  annual  income  of  $19,000 
could  afford  to  borrow  to  bu\'  a  home. 

That  helped  put  300,000  such  families 
into  homes  last  year  alone.  In  our  50  years  in 
business,  we've  helped  millions  of  them. 

Tbday  we're  already  hard  at  work  for 
the  next  generation,  searching  for  solutions  to 
keep  the  hope  of  homeownership  alive.  As  the 
USA's  Housing  Partner,  that's  our  job. 


FannieMae 

The  USA's  Housing  Partner 


cation  Has  Moved 
WillHie  Next? 
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IHENEW 
AMERICA 


In  the  60  years  that  BUSINESS  WEEK  has  been  in  business, 
America  has  been  a  country  struggling  through  the  Depres- 
sion; a  war  machine  and  a  bulwark  of  freedom;  a  land  of  cookie- 
cutter  houses  and  Beaver  Cleaver  values;  and  a  hotbed  of  hedonism 
and  protest.  These  days,  we  are  recovered  from  Vietnam  and  recov- 
ering from  the  excesses  of  the  yuppie  years.  We  are  prosperous  but 
edgy,  and  problems  abound — from  deficits  to  crack.  As  our  econom- 
ic preeminence  erodes,  will  we  enter  a  new  era  as  a  mature  nation, 
comfortable  and  coping?  That's  one  of  the  questions  we  attempt  to 
answer  in  this  preview  of  the  1990s:  ■  DEMOGRAPNICS  The  America 
of  tomorrow  will  be  marked  by  an  aging  population,  many  more  His- 
panics  and  Asians,  and — if  the  trend  is  not  arrested — an  ever- wider 
gap  between  haves  and  have-nots.  Page  92  ■  PHOTO  ESSAY  Business 
from  1929  to  1989.  Page  PI  ■  SOCIAL  TREHDS  What  soon-to-be- 
paunchy  baby  boomers  preached  in  the  '60s,  they  may  practice  in 
the  '90s — remaking  society.  Page  142  ■  ECONOMICS  A  more  man- 
ageable national  debt,  new  technologies,  and  global  perestroika  may 
make  for  "the  most  prosperous  decade  of  the  century."  Page  158 
■  BUSINESS  WEEK  /  HARRIS  POLL  America  is  getting  gray  hair  over 
crime,  the  environment,  drugs,  and  foreign  ownership  but  remains 
upbeat  about  the  future.  Page  175  m  COMMENTARY  The  free  market 
has  conquered  the  world,  but  it  can't  cure  all  its  ills.  Page  1 78 
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■  DEMOGRAPHICS 


THE  CHANGING  FACE 
OF  A  RESTLESS  NATION 

POPULATION  SHIFTS,  NOTABLY  THE  BABY  BOOM,  ARE  STILL  REMOLDING  AMERICA 


1929.  It  was  the  last 
year  of  the  Jazz  Age — a 
time  of  unparalleled  ex- 
citement, hedonism,  and 
growth.  Buoyed  by  the 
highest  standard  of  liv- 
ing the  world  had  ever 
known,  Americans  lived 
it  up — recklessly,  if  possible.  Bootleg- 
gers and  gangsters  flourished  by  the 
thousands  in  the  nation's  capital  and 
gunned  each  other  down  on  the  streets 
of  Chicago. 

Nothing  was  too  big  or  too  fast.  While 
the  Empire  State  Building  and  its  tower- 
ing companions  reached  triumphantly 


for  the  sky,  sculptor  Gutzon  Borglum 
began  to  carve  a  granite  mountain  into 
gigantic  likenesses  of  past  Presidents. 
Railroads  inaugurated  a  new  air-rail  ser- 
vice to  speed  impatient  travelers  from 
coast  to  coast  in  only  48  hours,  with 
Charles  A.  Lindbergh  himself  flying  the 
first  plane.  Never  had  America  "held  its 
liquor  so  well  and  had  so  much  fun," 
wrote  historian  Daniel  J.  Boorstin. 

But  the  great  crash  heralded  the  end 
of  the  celebration.  The  nation  has  since 
lived  through  depression,  war,  prosperi- 
ty, and  riot.  The  U.  S.  became  the  domi- 
nant world  power.  The  federal  govern- 
ment, for  better  and  worse,  was  thrust 


into  the  lives  of  all  Americans.  In  th( 
past  six  decades,  too,  cities  have  beer  '•i^ 
radically  transformed,  family  patterni 


<0i 


have  altered,  and  faces  from  new  coun  fct'i 
tries  have  appeared  on  our  shores. 
FAMILIAR  RING.  The  Roaring  Twenties 
may  seem  like  a  yellowing  photograph 
but  many  of  the  underlying  trends  ol  rat 
the  1920s  have  a  startlingly  familial 
ring.  By  1929,  Manhattan  had  become  sc'  - 
clogged  with  cars  that  rush-hour  traffic*  4« 
inched  up  Fifth  Avenue  at  less  than  c  :d  d 
miles  per  hour.  Women  were  entering  mss  i 
the  work  force  in  droves,  and  fertilitj  th 
continued  a  three-decade-long  decline  iram 
leading  some  sociologists  to  warn  of  i  i'M 


FERTILE  FIELDS, 
IDLE  FACTORIES 

In  the  1920s,  the  U.  S.  passed 
a  historic  milestone:  For  the 
first  time,  more  Americans  lived 
in  cities  than  in  rural  areas. 
Since  then,  the  number  of  fann 
residents  has  plunged,  to  2.2% 
of  the  total  population  in  1985. 
At  the  same  time,  the  average 
size  of  farms  has  increased, 
from  150  acres  in  1920  to  462 
m  1988. 

That's  partly  because  of  in- 
creased mechanization  and  econ- 
omies of  scale.  But  more  impor- 
tant, says  rural  geographer 
Philip  J.  Gersmehl  of  the  Uni- 
versity of  Minnesota,  were  fed- 
eral policies  that  skewed  farm- 
ers' decisions.  The  system  of 
subsidies,  for  example,  induced 
fanners  to  expand  their  acreage 
dran'iarically  during  the  years  on 
which  allotment  payments  were 
based.  Graduated  income  taxes 
were  a  powerful  incentive  to  in- 
crease cash  flow  by  planting 
more  acres.  The  resulting 
growth  of  larger  farms,  con- 
cludes Gersmehl,  "has  made 


HEARTACHE  IH  THE  HEARTLAND:  AN  ABANDONED  BARN  IN  IOWA 


some  sectors  of  the  farm  econo- 
my less  efficient." 

As  the  number  of  farm  work- 
ers shrank,  agriculture  became 
less  important  to  rural  econo- 


mies. In  fact,  American  rural  ar- 
eas are  now  more  dependent  on 
manufacturing  than  are  the  me- 
tropolises, says  Agriculture 
Dept.  economist  Richard  Long. 


That  doesn't  always  bode 
well  for  rural  communities, 
the  1960s  and  1970s,  lots  o 
companies  built  factories  in 
hinterland,  where  labor  was 


lit 
t:tli: 
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ty  not  interested  in  reproducing  it- 
Small  towns  died  as  farmers  for- 
the  land  for  the  cities'  bright  lights, 
es  sprang  up  like  weeds  in  the  sub- 
starting  the  inner  cities  on  a  long 
1  of  decay. 

day,  startling  new  demographic 
s  have  sprung  to  the  fore.  Togeth- 
ley  are  ushering  in  a  new  America, 
e  1990s,  the  huge  population  bulge 
stwar  baby  boomers  will  enter  mid- 
ge. Increasing  longevity  and  a  de- 
g  birthrate  mean  the  U.  S.  must 
with  a  rapidly  aging  population.  A 
in  single-parent  families  is  helping 
iden  the  income  gap  between  the 
;  and  the  have-nots — and  is  leaving 

and  more  children  in  poverty.  New 
s  of  immigration — this  time  from 

America  and  Asia — are  bringing 
values  and  new  languages  to  the 
ng  pot.  These  immigrants  already 
mt  for  more  than  149'  of  annual 
lation  growth. 

thing  has  altered  the  American 
cape  more  profoundly  than  techno- 
i\  change  and  the  migrations  of  a 
iss  or  displaced  population.  In  the 
the  Dust  Bowl  drove  95,000  peo- 
•om  Oklahoma  to  California.  By  the 
960s  the  South  was  well  along  in 


its  economic  rebirth  as  the  Sunbelt.  In 
the  1970s,  thousands  of  unemployed 
auto  workers  left  Detroit  for  Houston  to 
seek  jobs  drilling  for  oil.  Then  an  oil  glut 
sent  many  northward  once  again.  High- 
tech industry  spawned  new  jobs  in  the 
flagging  industrial  Northeast. 

Meanwhile,  rural  areas  have  continued 
their  steady  decline.  In  some  parts  of 
the  Great  Plains,  60%  of  residents'  in- 


Bv  1929,  suburbs  such  as 

Shaker  Heights  a  nd 
Grosse  Pointe  were  10  times 
as  big  as  a  decade  earlier 


come  comes  in  the  form  of  federal  subsi- 
dies. Kansas  alone  has  2,000  ghost 
towns,  and  countless  other  towns  that 
haven't  attracted  manufacturing  or  ser- 
vice industries  are  fading  fast.  Rutgers 
University  Professor  Frank  Popper  sug- 
gests that  after  areas  are  abandoned, 
the  government  should  step  in,  buy  the 
land,  and  return  it  to  its  best  use — as  a 
vast  prairie  for  the  buffalo  to  roam. 


Indeed,  many  of  those  counties  have 
been  losing  population  ever  since  the 
1890s.  By  then,  the  American  city  had 
already  evolved  as  a  center  of  manufac- 
turing. Pittsburgh  sprouted  belching 
furnaces  to  supply  the  nation's  appetite 
for  steel,  and  Chicago  became  "hog 
butcher  to  the  world." 
'BYPRODUCTS.'  Farmers,  made  redundant 
by  tractors  and  reapers,  and  immigrants 
poured  into  cities  to  work  in  the  fac- 
tories. By  the  turn  of  the  century,  a 
nation  that  had  been  90%  rural  60  years 
before  was  becoming  irrevocably  urban. 
"We  woke  up  in  1900  with  all  these  mas- 
sive cities,"  says  geographer  Peter  0. 
Muller  of  the  University  of  Miami. 
"They  were  necessary  byproducts  of  the 
industrial  revolution,  but  they  were  nev- 
er something  that  we  intended." 

No  sooner  had  Americans  built  huge 
cities  than  people  began  to  flee.  "Unlike 
the  major  cities  of  Europe,  South  Ameri- 
ca, and  Asia,  America's  metropolises 
were  centers  of  manufacture,"  says  Co- 
lumbia University  historian  Kenneth  T. 
Jackson.  "No  one  with  options  wanted  to 
live  in  proximity  to  heavy  industry." 

They  fled  on  steam  railroads  and  elec- 
tric streetcars,  and  their  speed  picked  up 
with  the  coming  of  the  automobile.  By 


AMERICA  ABANDONS  THE  FARM 


PICKERS  IN  CALIFORNIA'S  IMPERIAL  VALLEY,  1939 

lut  now,  many  of  rea,  Singapore,  and  Malaysia.  So 

)ries  have  been  closed  rural  poverty  now  is  often 

I  those  jobs  have  gone  linked  not  to  the  agricultural 

leaper  labor  overseas  economy  but  to  the  manufactur- 

untries  as  South  Ko-  ing  economy. 


COUNTIES  WHERE  FARMING 
ACCOUNTS  FOR  20% 
OR  MORE  OF  INCOME 


DATA:  CENSUS  BURUU 
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1929,  suburbs  such  as  Cleveland's  Shak- 
er Heights  and  Detroit's  Grosse  Pointe 
were  10  times  as  big  as  a  decade  earlier, 
and  Annericans  owned  nearly  27  million 
cars,  trucks,  and  buses.  "Decentraliza- 
tion is  taking  i)laee,"  a  senior  Federal 
Housing  Administration  (FHA)  official 
later  observed.  "It  is  not  a  policy,  it  is  a 
reality — and  it  is  as  impossible  for  us  to 
change  this  trend  as  it  is  to  change  the 
desire  of  birds  to  migrate." 

Fueling  the  trend  was  a  darker  side  of 
American  life:  the  widespread  distaste 
for  living  near  people  who  looked  differ- 
ent or  spoke  a  different  language. 
"There  was  a  tremendous  amount  of 
white  flight  in  the  face  of  'funny-look- 
ing' people,"  says  Pennsylvania  State 
University  geographer  Peirce  F.  Lewis. 
By  the  mid-1920s,  strict  immigration 
laws  had  responded  to  these  fears  by 
cutting  off  the  flow  from  ever\-where 
but  Western  Europe.  But  many  thought 
that  the  damage  had  already  been  done. 
"New  York,"  complained  The  Denver 
Post  in  1930,  "has  been  a  cesspool  into 
which  immigrant  trash  has  been  dumped 
for  so  long  that  it  can  scarcely  be  consid- 
ered American  any  longer." 

Whether  people  lived  in  an  ethnic  en- 
clave or  a  suburb  during  the  1920s,  how- 
ever, they  had  fewer  children.  The  birth- 


rate dropped  from  27.7  babies  per  1.000 
people  in  1920  to  21.2  in  1929.  "On  a 
farm,  children  provide  labor  at  a  fairly 
early  age — and  the  way  to  be  successful 
is  to  have  more  labor  and  land,"  says 
Donald  J.  Hernandez,  chief  of  the  Cen- 
sus Bureau's  Marriage  &  Family  Statis- 
tics branch.  "In  the  industrial  era,  the 
best  way  to  improve  your  life  is  educa- 
tion, which  means  postponing  children. 
It  also  costs  money  to  prepare  for  chil- 
dren's education."  "The  result:  fewer  chil- 
dren and  more  working  women. 

These  trends  might  have  continued 
unabated.  But  on  Oct.  29,  1929,  the  stock 
market  crash  started  the  nation's  plunge 
into  the  Great  Depression.  "By  1931,  the 
auto  industry  was  operating  at  one-fifth 
capacity,"  reports  historian  William  E. 
Leuchtenburg.  "And  as  the  great  auto 
plants  in  Detroit  lay  idle,  fires  were 
banked  in  the  steel  furnaces  on  the  Alle- 
gheny and  the  Mahoning." 
PAY  CUT.  The  migration  to  the  cities  re- 
versed temporarily,  as  many  of  the  8 
million  unemployed  returned  to  small 
towns.  Suburban  development  slowed  to 
a  crawl.  Banks  and  corporations  failed. 
The  birthrate  fell  lower,  reaching  a  level 
not  matched  until  1970.  Even  Babe  Ruth 
took  a  $10,000  pay  cut  in  1933. 

The  Depression  also  laid  the  ground- 


work for  government  policies  that 
shaped  demographic  forces:  It  was  then  - 
that  Americans  began  to  overcome  theii  ■' 
aversion  to  solving  problems  with  feder-  - 
al  money.  President  Franklin  D.  Roose  - 
velt's  alphabet-soup  agencies  built  dams 
in  the  Tennessee  Valley,  subsidized  " 
farmers,  wove  a  Social  Security  safety 
net  for  the  elderly,  and  funded  artists  - 
and  writers.  "The  big  change  was  the  ' 
growing  role  of  the  government  in  af-  - 
fecting  business  and  everj'  other  aspect 
of  American  life,"  explains  Richard  H. 
Jackson,  a  professor  of  historical  geog-  ■ 
raphy  at  Brigham  Young  Universitv'. 

The  economy  at  last  recovered  only  - 
when  the  government  began  spending 
enormous  sums  of  money  on  tanks  and  - 
planes  to  fight  Hitler  and  Japan.  Mili- 
tary bases  and  defense  industries  in  Cal-  - 
ifornia  became  engines  of  growth  for  - 
the  West.  With  the  housing  industry 
moribund  and  auto  makers  churning  out  • 
planes  and  tanks  instead  of  cars,  Ameri-  - 
cans'  savings  accumulated.  ^ 

As  wear\'  GIs  returned  to  a  suddenly  - 
prosperous  nation,  the  stage  was  set  for 
a  postwar  consumer  boom.  Because  the  • 
birthrate  had  dropped  in  the  1920s  and 
'30s,  the  generation  that  came  of  age 
during  the  late  1940s  and  'oOs  was  rela- 
tively small.  But  despite  their  num-  - 


A  U-TURN  IN  THE 
ROAD  TO  RICHES 

In  .America,  hard  work  and 
ambition  are  supposed  to 
bring  ever\^one  close  to  their 
dreams.  And  for  much  of  the 
nation's  history,  that  expec- 
tation seemed  to  come  true  for 
more  and  more  people.  Year  af- 
ter year,  median  incomes  and 
standards  of  li\ing  rose,  and 
the  gap  between  the  haves  and 
the  have-nots  shrank.  By  the 
1960s,  even  unskilled  workers 
in  the  nation's  factories  could 
afford  the  trappings  of  the  good 
life. 

But  the  path  to  prosperity 
look  a  wrong  turn  in  the  early 
1970s.  For  the  first  time  in 
decades,  incomes  stopped  ris- 
ing, and  the  gap  between  rich 
and  poor  began  to  widen  again. 
"We'r-3  nowhere  back  to  the 
inequality  of  1929,  but  equal- 
ity is  now  steadily  eroding," 
says  University  of  Mar^'land 
economist  Frank  Levy.  One 
cause:  a  siagnadon  in  the 
growth  of  tht  nation's  produc- 
ti\'ity  that  has  made  the  Ameri- 


AT  THE  COUNTY  FAIR  IN  FLEMINGTON, 


can  dream  harder  to  attain. 

Hardest  hit  were  blacks:  Un- 
employment among  black  men 
began  a  new,  steady  climb.  The 
reasons  were  many,  including 


an  economic  slowdown,  dis- 
crimination, poor  education  and 
housing,  and  the  flight  of  jobs  to 
the  suburbs.  These  contributed 
to  other  sobering  patterns,  such 


as  a  jump  in  the  number  of 
dren  li\Tng  in  poverty  and  a 
ening  gap  between  the  inco 
of  city  dwellers  and  people 
ing  in  the  suburbs. 
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— or  perhaps  because  their  scarcity 
id  boost  their  economic  fortunes — 
3  young  men  and  women  produced  a 
■  boom  "totally  unanticipated  in  its 
tion,"  says  Calvin  L.  Beale,  senior 
3grapher  at  the  Agriculture  Dept. 

boom  left  its  mark  on  everything 
I  housing  patterns  to  the  current  ob- 
on  with  pensions. 

lien  the  government  and  developers 
idered  the  housing  slowdown  of  the 
3  and  1940s  together  with  the  huge 
lase  in  families  and  children  in  the 
3,  they  realized  "there  was  a  mas- 
housing  shortage,"  says  Charles  L. 
n,  a  Washington  University  eco- 
cs  professor.  He  recalls  being  new- 
arried  and  hunting  for  an  apartment 
licago  in  1950.  "No  one  advertised," 
ays.  "I  went  up  and  down  streets 
ig  to  find  a  sign  or  someone  whose 
in  had  told  them  that  people  in  their 
ing  were  moving." 
was  government  policy  that  drove 
;uburban  growth  of  the  1950s — and 
;d  bring  about  the  decline  of  many 
;.  The  government  responded  to  the 
ing  shortage  by  stepping  up  efforts 
d  begun  years  earlier  with  the  fha. 
re  the  agency  was  created  in  1934, 
gages  were  limited  to  one-half  or 
bird  the  value  of  a  house.  With 
guaranteed  loans,  downpayments 
ik  to  less  than  10%  of  the  price; 


interest  rates  dropped.  Suddenly,  thou- 
sands of  families  could  afford  houses. 

Not  just  any  house,  though.  The  agen- 
cy favored  new  single-family  housing 
over  older  stock.  And  whole  classes  of 
houses,  such  as  Baltimore's  16-foot-wide 
townhouses,  were  ineligible  because 
they  failed  to  meet  minimum  lot  sizes.  In 
addition,  the  fha  was  dead  set  against 
what  its  guidelines  termed  "inharmoni- 
ous racial  or  nationality  groups." 

^he percentage  of 
American  families  who 
owned  a  house  leapt  from 
44%  in  1940  to  68%  in  1972 


Thus,  in  some  places,  the  presence  of 
a  nonwhite  family  was  enough  to  label 
an  entire  block  "Negro"  and  to  cut  it  off 
from  FHA  loans.  "No  agency  of  the  U.  S. 
government  has  had  a  more  pervasive 
and  powerful  impact  on  the  American 
people  over  the  past  half  century  than 
the  FHA,"  Columbia's  Jackson  concluded 
in  his  book,  Crabgrass  Frontier:  The 
Suburbanization  of  the  Lhiited  States. 

To  help  meet  the  postwar  demand  for 
housing.  Congress  in  1944  created  a  Vet- 


erans Administration  mortgage  program 
similar  to  fha.  And  it  soon  began  pump- 
ing billions  of  dollars  of  mortgage  insur- 
ance into  the  two  plans.  Housing  starts 
jumped  from  114,000  in  1944  to  1,696,000 
in  1950.  In  a  field  on  New  York's  Long 
Island,  Abraham  Levitt  and  his  sons, 
William  and  Alfred,  were  completing  30 
Cape  Cod  dwellings  a  day  in  1947.  With- 
in a  few  years,  so  many  babies  were 
being  born  in  Levittown  that  the  17,400- 
house  development  became  known  as  a 
"rabbit  hutch." 

DREAM  HOUSES.  Similar  developments 
sprang  up  elsewhere — around  Philadel- 
phia, Detroit,  and  Los  Angeles.  Since 
buying  a  new  house  was  often  cheaper 
than  renting,  the  percentage  of  Ameri- 
can families  who  owned  a  house  leapt 
from  44%  in  1940  to  68%  in  1972.  "Levit- 
town houses  turned  the  detached  single- 
family  house  from  a  distant  dream  to  a 
real  possibility  for  thousands  of  middle- 
class  American  families,"  wrote  architec- 
ture critic  Paul  Goldberger. 

Meanwhile,  the  suburban  exodus  had 
an  unexpected — and  disastrous — effect 
on  the  cities  the  new  suburbanites  were 
leaving  behind.  Underlying  the  federal 
housing  policy  was  an  idea  called  "filter- 
ing." By  making  suburban  houses  af- 
fordable to  middie-class  people  from  the 
cities,  older  city  dwellings  would  filter 
down  to  the  poor,  thus  solving  the  hous- 


EARNINGS  FLATTEN 


THE  MIDDLE  CLASS  SHRINKS 


riES:  CONFIDENT  THE  KIDS  WOULD  DO  EVEN  BETTER 

hard  times  aren't  lim-     within  the  entire  population," 
cks  alone.  "The  signs      warns  a  comprehensive  study  of 
■  that  are  most  visible      black  America  recently  complet- 

the  black  population       ed  by  the  National  Academy  of 
ling  more  discernible  Sciences. 
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l)day  the  poweDi 
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Release  3  s  3D  design  opens  up  all  kinds  ofueiv  possibilities  to  improve  the  efficiency  of  your  work. 

In  business ,  more  than  ever  before ,  power    revolutionary,  true  three  dimensional 


is  a  function  of  information.  And  nothing  can 
help  you  exploit  the  power  of  data  like  the 
new  Lotus*  1-2-3*:  Releases  and  Release 2.2. 

1-2-3  Release  3  lets  you  manipulate 
data,  navigate  through  complex  applica- 
tions, and  work  with  more  speed,  power 
and  ease  than  any  other  spreadsheet. 

In  fact  ,  IrifoWorld  recently  was  moved 
to  say  "...with  this  new  release,  1-2-3  has 
instantly  regained  its  long-standing  posi- 
tion as  the  sheet  to  beat."^ 

Much  of  the  credit  belongs  to  Release  3's 


design,  which  lets  you  view  and  work  with 
up  to  256  worksheets  and  files  simultane- 
ously And  its  sophisticated  file  linking 
capabilities  are  unparalleled,  because  you 
can  link  worksheets  and  files  in  memory, 
on  disk  or  on  a  network. 

But  the  advantages  of  3D  aren't  limited 
to  spreadsheets .  It  also  allows  you  to  use  the 
new  relational  data  management  capabili- 
ties to  analyze  information  from  multiple 
data  tables.  Release  3's  database  is  simply 
the  most  powerful  available  in  a  spreadsheet. 


'InfoWnrlil  iuly  17,1989  'In  Canacia  call  1  HOii  nm  1509  Ask  for  Df-partment  :i7.  ©  1989  Lotus  Development  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development 

Hard  disk  and  1  Mb  system  memory  required  in  D0S,3  Mb  in  OS/2.  Lotus  certified  compatible  PC  AT  with  80286/80386 


behind  a  deskhas 
)ower  on  top  of  it 


Mease  3 's  Hot  View  gmpli 
links  your  ivorksfieet 


)u  can  even  bring  data  from  external 
atabases,  like  dBase  IE*  directly  into 
3ur  spreadsheet.  Without 
/er  leaving  1-2-3. 

Equally  impressive  is 
elease  3's  presentation 
Liality  output  and  its 
election  of  advanced  ana- 
tical  graphics. 

With  the  Lotus  Add-In 
3ol  Kit  for  Release  3,  you 
m  create  a  wealth  of  customized  @  functions , 
lacro  key  words  and  turnkey  applications. 

Release  3  is  for  DOS  or  OS/2*  users.  It's 
^signed  to  fully  exploit  the  1  Mb  of  mem- 
ry  that's  standard  on  today's  286  and 
B6-based  PCs. 

Those  of  you  who  work  on  all  types  of 
Cs  in  a  640K  DOS  environment,  read  on. 
ecause  we  designed  1-2-3  Release  2.2  to 
laximize  the  power  in  your  PC. 

Release  2.2  offers  remarkable  speed  and 
resentation  quality  output,  as  well  as 
nproved  analytical  power  in  the  way  of  file 

rheNewLotus  1-2-3 

77?^  spreadsheet  ofck/lce 


linking,  minimal  recalc  and  undo. 

Of  course,  both  Release  3  and  Release  2.2 
provide  the  highest  com- 
patibility with  your  present 
1-2-3  files,  macros  and 
applications,  and  with 
each  other. 

There's  never  been  a 
better  time  to  upgrade  to 
Lotus  1-2-3,  because  there's 
never  been  a  better  1-2-3. 
For  more  information,  contact  your  Lotus 
Authorized  Reseller.  Or,  if  you're  a  current 
user,  call  1-800-TRADE-UP.*  AskforExt.  573 
for  upgrade  information. 

Then  you'll  see  firsthand  how  the  new 
Lotus  1-2-3  will  give  you  more  power  than 
ever  before. 

On  the  desk  and  behind  it. 


minlviM  d  ynainicall  y 
and  related  graph. 


rporation,OS/2  is  a  registered  trademark  of  International  Business  Machines,  Inc  dBase  111  is  a  registered  trademark  of  Ashton  Tate  Corporation.  1-2  3  Release  3  runs  under  DOS  or  OS/2 
icessor  required.  Release  2  2  runs  on  Lotus  certified  PCs  of  all  types  in  DOS  with  a  minimum  of  320K  system  memory. 


merica 


ing  shortage  for  lower-income  families. 

That  policy  was  "a  giant  mistake," 
says  Washington  University's  Leven. 
"The  problem  was  it  worked  so  well.  It 
became  like  the  broom  in  Tfte  Sorcerer's 
Apprentice — you  couldn't  turn  it  off." 
The  pent-up  demand  for  housing  was 
essentially  satisfied  by  the  end  of  the 
1950s.  "But  we  still  had  a  mechanism 
that  made  it  profitable  to  give  up  a 
house  in  the  city  and  move  to  the  sub- 
urbs," Leven  says.  "It  was  like  throwing 
gasoline  on  a  fire  in  terms  of  what  it  did 
to  the  inner  city." 

ABANDONED  HOUSING.  In  St.  Louis,  for 
example,  housing  units  were  abandoned 
at  the  rate  of  three  or  four  an  hour  for 
an  entire  decade.  "We  are  the  first  soci- 
ety in  history  to  create  a  surplus  of 
housing,"  says  Miami  University  of  Ohio 
geographer  James  M.  Rubenstein. 
"That's  why  we  throw  it  away." 

The  same  sad  story  was  repeated  in 
the  South  Bronx,  the  west  side  of  Phila- 
delphia, the  South  Side  of  Chicago.  To 
make  matters  worse,  inner  cities  were 
torn  apart  to  make  room  for  highways 
or  dispiriting  housing  projects.  Blacks 
migrating  from  the  South  in  search  of 
work  found  cities  already  in  the  midst  of 
decay.  And  the  inability  of  many  blacks 
to  live  the  American  dream  contributed 


to  the  race  riots  of  the  1960s — Watts  in 
1965,  Detroit  in  1967. 

But  for  those  Americans  who  had  ac- 
quired suburban  homesteads — with  pick- 
et fences  and  Kentucky  bluegrass 
lawns — the  1950s  and  1960s  were  a  time 
of  unparalleled  prosperity.  Average 
earnings  continued  to  rise,  industrial 
output  increased,  and  the  ribbons  of  con- 
crete laid  down  by  the  Interstate  High- 
way Act  of  1956  enabled  families  to  take 
to  the  road. 

The  new  lifestyle  had  its  costs.  In  a 
famous  study  of  Park  Forest,  III,  Wil- 
liam H.  Whyte  found  that  racial  and  so- 
cial homogeneity  bred  mindless  conser- 
vatism and  conformity.  Many  critics 
believe  that  the  cost  was  particularly 
high  for  women  and  children,  cut  off  as 
they  were  from  jobs,  contact  with  em- 
ployed adults,  and  the  stimulation  that 
comes  from  diversity. 

In  fact,  gains  being  made  by  women 
in  narrowing  the  education  and  employ- 
ment gap  with  men  temporarily  halted  in 
the  1950s.  "There's  a  little  bit  of  a  sense 
that  women  and  men  became  less  equal 
after  the  war,"  says  Census  Bureau  de- 
mographer Suzanne  M.  Bianchi.  "In 
some  ways,  the  really  strange  genera- 
tion is  not  the  current  one,  but  the  one 
that  had  the  baby  boom." 


The  pattern  of  thousands  of  Ware 
Cleavers  leaving  their  perfect  suburbar 
families  each  morning  to  work  in  the  big 
city  proved  to  be  as  ephemeral  as  it  was 
aberrant.  But  the  pattern  came  to  ar 
end  not  with  the  suburbanites'  return  tc 
the  city  but  with  the  city  following  their 
to  the  suburbs— in  what  the  University 
of  Miami's  Peter  Muller  calls  "the  most 
important  change  in  the  history  ol 
American  cities." 

Driving  this  change  was  the  express 
way.  "Once  the  expressways  were  com- 
pleted, the  whole  advantage  of  a  central 
business  district  was  lost,"  explains  ^ 
Muller.  "Any  location  on  the  expresswaj 
was  just  as  accessible  as  anywhen 
else."  The  best  locations,  of  course,  wen 
the  intersections  of  two  freeways.  And  11  '''' 
wasn't  long  before  pioneer  retailers  tooli 
advantage  of  these  new  crossroads 
MALL  MANIA.  By  the  mid-1960s,  giant 
shopping  centers  began  springing  up  ir 
such  crossroads  villages  as  King  ol 
Prussia,  Pa.,  outside  Philadelphia  anc 
Tysons  Corner,  Va.,  near  Washington,  to 
tap  the  vast  suburban  market.  "Shop- 
ping centers  conferred  geographical  ca- 
chet and  prestige,"  says  Muller.  "Sud- 
denly, sleepy  backwoods  areas  became  ^t*, ' 
fashionable."  It  wasn't  long  before  de- 
velopers  began  building  office  buildings 
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PIOTTING  THE 
GRAY  ZONES 

America  is  rapidly  aging. 
One  in  eight  people  is 
now  over  65;  by  the  year  2020, 
that  will  probably  rise  to  one  in 
six.  The  consequences  for  the 
labor  market  and  for  social  poli- 
cy could  be  profound.  Econo- 
mists worry,  for  example,  that 
the  nation  won't  be  able  to  foot 
the  pension  bill  for  the  graying 
hordes. 

Many  of  the  effects  of  an  old- 
er America  won't  be  felt  for  20 
or  30  years,  when  baby  boom- 
ers begin  to  retire.  But  there  is 
already  one  trend  that  is  pro- 
ducing dislocations  in  parts  of 
the  nation.  In  the  1970s,  the  el- 
derly began  migrating  to  areas 
that  had  been  known  more  for 
vacation  homes  than  for  retire- 
ment. These  spots  include 
northern  Michigan,  southwest- 
em  Oregon,  the  North  Carolina 
mountains,  and  the  Ozarks,  with 
many  of  the  retirees  clustering 
around  lakes. 

A  map  of  where  America's  el- 
derly currendy  live,  however, 


EXERCISING  IN  MIAMI  BEACH 


tells  another  side  of  the  story. 
"The  biggest  area  of  population 
that  is  slanted  toward  the  elder- 
ly is  an  arc  down  from  the  Ca- 
nadian border  through  the  west 


central  Great  Plains,"  says 
Pennsylvania  State  University 
geographer  Peirce  F.  Lewis. 
This  is  where  small  towns  were 
founded  in  the  late  19th  centu- 


ry. What  the  map  poignantl; 
shows  is  the  slow  death  of 
these  towns  as  the  younger! 
generations  moved  away  in 
search  of  opportunities. 
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'  the  malls,  and  a  trickle  of  corporate 
cations  turned  into  a  flood.  By  the 
y  1970s,  the  suburbs  surpassed  the 
,er  cities  in  employment.  The  high 
5  in  Washington's  Maryland  and  Vir- 
1  suburbs,  for  example,  now  contain 
e  office  space  than  the  District  it- 
"The  suburban  city  is  the  corner- 
e  and  infrastructure  for  the  21st 
ury  metropolis,"  says  Muller. 
parallel  trend  has  been  the  "Rousifi- 
)n"  of  downtown.  Rouse  Co.  and  oth- 
developers  built  what  amount  to 
ntown  theme  parks,  such  as  Balti- 
e's  Harbor  Place.  And  those  down- 
is  have  shifted  from  being  hard-core 
ufacturing  districts  to  financial  and 
ice  hubs,  meeting  places,  and  cen- 
of  recreation. 

le  transformation  of  the  urban  cen- 
las  a  downside,  however.  The  disap- 
ance  of  manufacturing  jobs  from 
center  city  has  left  a  legacy  of  the 
laced  and  homeless.  And  the  gentri- 
:ion  of  former  working-class  neigh- 
loods  is  pushing  the  poor  into  an 
mding  belt  between  the  rich  center 
and  the  prosperous  outer  suburbs, 
hile  the  suburbs  were  building,  the 
omy  remained  remarkably  strong. 
23  years,  beginning  in  1950,  the  av- 
e  standard  of  living  for  families 
dily  increased.  Educational  levels 
.  More  and  more  women  entered  the 


workplace — and  the  earnings  gap  be- 
tween the  sexes  shrank. 

The  boom  seemed  unstoppable,  with 
the  continued  military  spending  of  the 
cold  war,  Korea,  and  Vietnam  pumping 
federal  dollars  into  workers'  wallets.  Bil- 
lions of  dollars  were  spent  on  keeping 
Strategic  Air  Command  bombers  in  the 
air,  great  fleets  on  the  prowl,  and  battal- 
ions of  soldiers  in  West  Germany,  Japan, 
and  South  Korea. 


Iw  1973,  overall  U.S. 
productivity,  which  had  been 
growing  about  2%  a  year  since 
1900,  began  to  stagnate 


But  it  was  too  much  of  a  good  thing. 
And  1973  was  the  year  that  changed  the 
face  of  America.  It  was  the  year  when 
OPEC  showed  the  world  that  it  could  dic- 
tate energy  prices.  It  was  the  year  that 
inflation  began  its  unnerving  ascent  to 
double  digits.  It  was  the  year  that  poli- 
cymakers had  little  choice  but  to 
squeeze  their  economies  to  cut  the  use 
of  energy  and  fight  inflation.  The  na- 
tion's productivity,  which  had  been 
growing  about  2%  a  year  since  1900, 


suddenly  began  to  stagnate,  and  may 
just  now  be  on  the  road  to  recovery. 

Economists  still  debate  the  causes  of 
the  great  productivity  slide.  Some  pin  it 
on  the  rise  in  energy  prices  that  made 
much  of  America's  capital  equipment  ob- 
solete. Others  see  the  culprit  as  the  in- 
flux of  the  baby  boomers  and  older 
women,  which  lowered  the  average  ex- 
perience of  the  labor  force.  Still  others 
blame  increased  government  regulation 
of  business. 

Whatever  its  cause,  the  productivity 
slump  hurt  the  standard  of  living  of 
most  American  families.  Median  family 
income  stopped  its  steady  rise.  The  per- 
centage of  people  living  in  poverty,  espe- 
cially children,  began  to  climb.  The  gap 
between  rich  and  poor  began  widening. 
■SWEAT  FACTOR.'  Still,  many  people  fail 
to  recognize  the  decline  in  the  standard 
of  living,  because  they  don't  consider  the 
"sweat  factor."  University  of  Maryland 
economist  Frank  Levy,  author  of  Dol- 
lars and  Dreams:  The  Changing  Amer- 
ican Income  Distribution,  puts  it  thus: 
"Back  in  the  1950s,  we  had  one-pay- 
check, three-kid  families.  Now  we  have 
two-paycheck,  one-  or  two-kid  families." 

Witness  Ralph  DiOrio  and  Denise 
Fugo,  owners  of  a  chic  restaurant  and 
jazz  club  in  a  gentrifying  area  of  Cleve- 
land. They  work  full-time,  have  two  chil- 
dren, and  though  they  have  a  successful 
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We  even  have  a  plan  i 

How  safe  is  the  place  you  work?  Are  you  sure?         In  factories  and  plants,  they  search  for  ways 

Every  day,  500  chemists,  engineers,  biolo-  to  help  reduce  the  hazards  that  come  with  the  job, 

gists,  and  technicians  who  work  for  Aetna  report  At  construction  sites,  they  help  to  identify  un-|(jai 

for  work  in  ali  kinds  of  different  places.  Simply  safe  work  practices. 

to  provide  more  scientific  answers  to  these  fun-  And  in  office  buildings,  especially  new  ones, 

damental  questions.  they're  on  the  lookout  for  such  maladies  as  TBS: 


1 


ur  building  gets  siclc. 

:  Building  Syndrome.  A  condition  that  can  you  how  much  they  welcome  our  thoroughness, 
r  when  improper  ventilation  starts  causing  Not  just  because  safer  buildings 

laches,  dizziness,  and  breathing  difficulties,  can  result  in  lower  insurance  premiums. 
In  many  cases,  such  a  thorough  environmen-        But  because  it's  our  customers  who 

jrvey  is  required  before  Aetna  will  write  the  have  to  work  at  the  same  place  each  day. 

y.  But  our  customers  will  be  the  first  to  tell  AETNA.  WE  GIVE  new  meaning  to  the  word  diligent 
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business,  they  still  worry  about  their  fi- 
nancial future.  It's  a  different  lifestyle 
from  DiOrio's  own  family,  where  six 
children  grew  up  in  the  Cleveland  sub- 
urb of  Garfield  Heights  on  his  father's 
earnings  as  a  carpenter.  "We  have  high- 
er dreams  and  aspirations  than  our  par- 
ents did,"  DiOrio  says. 

So  do  many  other  Americans.  Can  the 
immigrants  from  Latin  America  or  the 


children  of  urban  blight  and  rural  de- 
spair— to  say  nothing  of  the  beleaguered 
middle  class— realize  their  dreams?  In 
one  scenario,  the  mix  of  declining  birth- 
rates and  aging  baby  boomers  will  even- 
tually produce  a  vast  cohort  of  depen- 
dent elderly  whose  weight  could  crush 
American  society. 

To  make  matters  worse,  huge  num- 
bers of  today's  children  will  fail  to  carry 


America  forward  into  the  future  becau; 
they  grew  up  with  the  disadvantages 
poverty,  splintered  families,  and  inad 
quate  education.  Tragic  numbers  are  b 
ing  destroyed  by  an  epidemic  of  drug 
And  with  the  runaway  federal  deficit 
the  government's  safety  net  is  wearir 
increasingly  thin.  Among  the  hardest  I 
have  been  well-funded  social  progran 
such  as  job  training,  medicaid,  sub; 


WHERE  DID  THE 
CLEAVERS  GO? 


n  the  1950s  and  '60s,  the 
word  "family"  meant  a  fa- 
ther who  worked  and  a  moth- 
er who  stayed  home  with 
three  kids.  But  that  was  an 
aben'ation.  Since  1900,  the 
trend  has  been  toward  later 
marriages,  more  working 
women,  smaller  families,  and 
more  divorces.  The  patterns 
reversed — briefly — after 
World  War  II.  "Women  today 
are  more  like  their  grand- 
mothers than  their  mothers," 
says  Census  Bureau  demogra 
pher  Suzanne  M.  Bianchi. 

Pushing  these  trends  is  a 
host  of  related  forces.  The  in- 
creased cost  of  the  American 
dream  often  makes  two  in- 
comes a  necessity.  Divorce 


m  IN  THE  KITCHEN,  1950 

forces  women  to  make  their 
own  livings  even  if  they  would 
prefer  not  to.  An  increase  in 
education  for  women  boosts 
their  expectations — and  their 
paychecks. 

What  effects  these  trends 
will  have  on  the  nation's  chil- 
dren is  hotly  debated.  One  re- 
cent study,  foi  example,  found 
that  latchkey  chJ'iien  are 
twice  as  likely  to  use  drugs  as 
those  who  come  home  to  a 
parent. 


£  DAY  URE  CENTER  IN  SAN  FRANCISCO 


CHANGING  HOUSEHOLDS 


WORKING  MOTHERS 


CHILDREN  OF  DIVORCE 


—  OTHER  — 
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1950 

▲  PERCENT  OE  HOUSEHOLDS 

■MOSTIV  HOUSEHOLDS  HEADED  6*  WOMEN  WITH  CHILDREN 


1950  '55  '60  '  65  7  0  7  5 
▲  PERCENT  OE  MARRIED  MOTHERS  WHO  WORK 
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▲  MILLIONS,  ANNUALLY 
DATA.  CENSUS  8UREAU,  NATIONAL  CENTER  EOR  HEALTH  SIATISTTC 


102  BUSINESS  WEEK/SEPTEMBER  25,  1989 


THE  NEW  AMEF 


FUJITSU 


Fujitsu— it's  a  name  that  means 
computers,  communications,  semi- 
conductors and  electronic  com- 
ponents in  more  than  100  countries 
around  the  world. 

Starting  this  year,  you'll  see 
our  name  in  a  new  design.  This  new 
corporate  symbol  reflects  our  com- 
mitment to  innovation— to  meet 
the  infinite  challenges  and  infinite 
opportunities  that  lie  ahead. 

When  you  see  this  new  symbol, 
remember  that  it  represents  more 
than  100,000  Fujitsu  employees 
worldwide  who  are  dedicated  to 
meeting  the  challenge  of  making 
our  customers'  dreams  come  true. 


FUJITSU  LIMITED 


How  Fujitsu  helps 
a  legendary  railroad 
make  history. 


The  Union  Pacific  Railroad  is  not  just  a 
company,  it's  a  call  to  the  consciousness  of 
a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
it  laid  tracks  across  a  wild  continent  from 
Omaha,  Nebraska  to  Promontory  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  America's  first  transcontinental 
railroad. 

Settled  the 
American  West 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands  of  pi- 
oneers into  the  world  of  wide  open  spaces. 
It  made  history  then,  and  it's  still  making 
history:  today  it  is  one  of  America's  most 
progressive  railroads,  with  23,000  miles  of 
track  in  20  states,  30,000  employees,  and  a 
reputation  for  far-sighted  thinking  in  every 
area  of  its  operations— including  its  remark- 
able communications  network. 

Nationwide 
network 

Union  Pacific  owns  a  private  voice  and 
data  communications  network,  one  of  the 
largest  in  the  world.  Covering  tens  of  thou- 
sands of  miles  nationwide  and  functioning 
as  the  railroad's  central  nervous  system,  it 
is  extremely  sophisticated  and  absolutely 
crucial  to  the  company's  success.  Which  is 


why,  when  Union  Pacific  recently  decided 
to  upgrade  the  network,  it  turned  to  Fujitsu. 

Number  one 
computer  maker 

Fujitsu  IS  Japan's  number  one  com- 
puter maker,  and  one  of  the  world's  top 
telecommunications  makers,  with  100,000 
employees,  annual  sales  of  $18  billion,  and 
projects  completed  in  a  hundred  countnes. 
A  high-tech  giant  that's  a  major  force  in  the 
global  information  revolution,  Fujitsu  gave 
Union  Pacific  a  multi-nodal  integrated  voice 
and  data  communications  system  that  is 
the  next  generation  of  business  telecom- 
munications. The  system  will  boost  prod- 
uctivity, upgrade  customer  service,  and 
help  the  railroad  keep  making  history -by 
helping  it  be  what  it  has  always  been:  a  living 
legend  that  knows  where  the  future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
ScfinmpI  of  Fujitsu  before  tfie  Fujitsu  F9600  ISDN 
switctiing  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  the  most  advanced  in 
the  world,  to  function  as  node  points  in  its  nation- 
wide communications  network.  For  information  call 
Fujitsu  Business  Communication  Systems  at 
1-800-654-0715. 


Fujrrsu 


The  global  computer  &  communications  company. 


e  New  America 


dized  housing,  and  tuition  grants. 

But  the  picture  in  other  crystal  balls  is 
more  auspicious.  The  baby  bust  genera- 
tion of  the  1970s  will  find  itself  in  great 
demand  by  the  mid-1990s,  argues  Uni- 
versity of  Southern  California  demogra- 
pher Richard  A.  Easterlin.  With  rosy 
economic  expectations,  these  young 
adults  will  marry  and  start  their  families 
young.  "The  potential  is  there  for  a 


drastic  reversal — for  example,  for  a 
baby  boom  in  the  1990s  comparable  to 
that  of  the  1950s,"  says  Easterlin. 

The  U.  S.  may  benefit  from  another 
powerful  demographic  trend  on  the  in- 
ternational scene.  America  is  not  the 
only  industrial  country  with  an  aging 
population.  In  fact,  Europe  and  Japan 
are  graying  even  faster  than  the  U.  S. 
Yet  they   have   long  been  relatively 


closed  societies.  By  contrast,  Ameri' 
has  a  long  heritage  of  welcoming  imn 
grants,  and  throughout  its  history,  tl 
country  has  been  reshaped  and  renewi 
by  the  talents,  energy,  and  enterprise 
those  new  citizens.  They  may  prove 
be  a  crucial  advantage  in  the  global  ec 
nomic  competition  of  the  1990s  and  tl 
early  21st  century. 

By  John  Carey  in  Washingti 


m  VIETNAMESE  SHRIMPERS  NEAR  FULTON,  TEX.:  NEARLY  HALF  OF  ALL  NEWCOMERS  ARE  ASIANS 


THE  LATEST 
HUDDLED  MASSES 

The  U.  S.  has  long  been  a 
haven  for  the  dispos- 
sessed and  the  ambitious.  But 
the  nationalities  of  those  who 
flocked  to  American  shores 
have  changed  with  the  political 

THE  NEW  IMMIGRANTS 


■  AIL  IMMIGRANTS 
[~1  EUROPE  AND  CANADA 


winds,  both  in  the  U.  S.  and 
around  the  world.  In  the 
1920s,  for  example,  increas- 
ijigly  strict  immigration  laws 
virtually  cut  off  the  flow  from 
anywhere  except  Northern 
and  Western  Europe. 

Soon  after  World  War  II, 
quota  systems  were  altered  to 
allow  entry  from  all  nations. 


In  the  years  since,  economic 
hardship  or  oppression  in 
places  such  as  Mexico,  China, 
and  Southeast  Asia  provided 
incentives  to  leave.  The  num- 
ber of  immigrants,  both  legal 
and  illegal,  from  Latin  America 
rose  dramatically  in  the  1970s 
and  '80s.  And  the  proportion 
of  new  arrivals  from  Asia 


WHERE  THEY  COME  FROM 


■  POLISH  IMMIGRANTS,  1939 

soaied  from  only  6%  in  the 
1950s  to  almost  50%  in  the 
1980s.  "The  composition  of 
the  country  is  changing  rapid- 
ly, particularly  in  places  like 
southeast  Florida  and  the  San 
Francisco  Bay  Area,"  says 
Calvin  L.  Beale,  senior  demog- 
rapher at  the  U.  S.  Agriculture 
Dept. 

Already,  the  nation  is  facing 
new  challenges.  Spanish  is 
now  spoken  in  thousands  of 
neighborhoods.  Asians  are  fill- 
ing the  universities  at  unprec- 
edented rates — and  some 
schools  have  been  accused  of 
setting  quotas  to  keep  the 
number  from  going  too  high. 


1900  '10  '20  '30  '40  '50  '60  70  '80  '87* 

A  MIttlONS  OF  IMMIGRANTS 

•VALUES  FOR  1981  87  ADJUSIED  10  RtPRFSfNT  A  DEUOf 


DATA:  IMMIGRATION  S  NATURAIIZATION  SERVICE,  CENSUS  BUREAU 
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Jl^  ST  HO^'V  (jOOD  ^^^^^      ^^"^  ""^  days?  Whatever  else  you  may  say  about  those  ye 
people  did  a  full  day's  work  to  keep  a  full  lunch  pail.  Tough,  gritty  jobs  that  built  a  strong  society.  Don't  m 
of  today's  jobs  somehow  seem  less  dramatic,  even  less  heroic?  Don't  answer  yet.  First,  let's  look  at  how 
work  has  changed.       On  command  from  a  computer,  rolling  mills  move  red-hot  steel  around  more 
ciently  than  sweat  and  muscle  ever  could.  In  the  best-managed  auto  factories,  workers  don't  spend  their  d 
bolting  on  wheel  after  endless  wheel.  Instead,  they  can  perform  several  tasks,  working  in  teams  that  are 
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ble  for  whole  sections  of  a  car.  In  factories  and  offices,  we're  relying  more  on  brain  power.  And  as 
iividual  tasks  merge  into  an  economy,  we've  got  plenty  to  show  for  it.  We're  living  longer,  enjoying 
;reature  comforts,  and  creating  new  jobs  at  a  steady  pace.  In  the  prewar  boom  years  of  the  1920s, 
)ut  of  six  Americans  of  working  age  held  jobs.  These  days,  with  a  population  more  than  twice  as  large, 
at  of  six  are  working.  Maybe  there's  something  heroic  going  on  here  after  all.  Maybe  sometimes,  to  ap- 
:e  the  way  we  are,  we  ought  to  stop  to  remember  the  way  we  were. 
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TUNING  IN 

Wait.  1  think  1  have 
it.  By  Ihe  late  1930s, 
ne;u-ly  80%  of  Ameri- 
can households  could 
gather  around  a  radio 
to  pick  up  the  sounds 
of  their  world.  FDR's 
fij'eside  chats  were  a 
favorite.  Photograph: 
Franklin  D.  Roosevelt 
Library 


FI29  19S9 

THE  DEPRESSION 

There  had  been  other  panics.  These  drops  in  business  activity  were 
usually  reactions  to  some  sort  of  excess  in  the  financial  markets.  In  fact, 
a  panic  could  be  something  of  a  catharsis — a  self-correct  i  <^  in  the 
economy's  almost  organic  cycle  of  boom  and  bust.  But  1929  went 
beyond  panic.  This  was  depression — the  Grc  i  ession.  This  was  a 

quarter  of  the  work  force  with  no  jobs  and  no  hopes.  This  was  farmers 
with  crops  rotting  in  the  fields  because  prices  were  too  k)w  to  pay  for 
the  harvest.  The  government,  slow  to  recognize^  the  magnitude  of  the 
disaster,  at  first  made  matters  worse.  A  stiff  tariff  designed  to  counter 
the  drop  in  farm  prices  prompted  a  worldwide  round  of  retaliation.  The 
trade  war  beggared  us  as  well  as  our  neighbors.  Eventually,  a  new 
government  in  Washington  pumped  in  money  and  wove  a  net  of 
regulations  to  envelop  farming,  transportation,  finance,  and  other 
businesses  for  generations.  Ultimately,  however,  it  would  take  a  war  to 
get  the  economy  humming  again. 
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HARD 
TRAVELIN' 

Farmers  endured  a 
one-two  punch.  With 
harvests  healthy  and 
demand  weak,  farm 
prices  fell  by  half  from 
1929  to  1932.  Then  a 
drought  devastated 
vast  tracts  of  the  Mid- 
west and  Southwest. 
As  farmers  were  dri\  - 
cn  from  the  land,  the 
dust  bowl  lost  60% 
of  its  population. 
Photograph: 
Dorothea  Lange 


CAPITAL 
VS.  LABOR 

I  he  tactunes  were  a 
lattlegiound.  In  1933, 
iver  a  million  workers 
vere  involved  in 
trikes,  up  from 
S3,()(K)  three  years 
arlicr.  A  clash  at  the 
x'epublic  Steel  plant  in 
hica.go  in  1937  left 
cveral  strikers  dead 
Iter  an  attack  by  po- 
I'e.  The  strife  pro- 
uccd  a  labcir  move- 
lent  that  stayed 
■  vong  for  decades. 
'hotograph:  Wayne 
State  University 


A  VISION  OF 
THE  FUTURE 

Businesses  and  kii  - 
eign  governments 
poured  .$160  million 
into  an  affirmation  that 
a  bleak  today  could 
give  way  to  a  brighter 
tomorrow.  The  1939 
New  York  World's 
fair  rose  on  a  garbage 
dump  described  in 
'/'he  (ireat  Gatsby  as 
"a  valley  of  ashes." 
Photograph:  The  New 
York  Public  Library 
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THE 

BUILDERS 

Thinking  big  dicin't 
stop.  The  Empire 
State  Building  was  jusl 
one  source  of  jobs  for 
construction  workers. 
Other  major  projects 
during  the  Depression 
inckided  Rockefeller 
Center,  the  Pennsyl- 
vania Turnpike,  and 
Hoover.  Bonneville, 
and  Grand  Coulee 
dams.  Photograph: 
Lewis  W.  Hine 


COME  ON  IN 

The  fortunate  could 
find  bargains.  From 
1929  to  1933,  consum 
er  prices  plummeted 
2A%.  Not  until  1943 
would  the  cost  of  liv- 
ing again  reach  its 
1929  level.  No  wonder 
merchants'  appeals 
were  straigiit  forward 
and  direct. 
Photograph: 
Berenice  Abbott 


DAMN  THE 
OPPOSITION 

Business  resistance 
was  fierce.  So  fierce 
that  two  Presidents 
had  vetoed  a  plan  for  a 
'i'enr.essee  River 
flood-control  project 
that  would  also  pro- 
duce fertilizer  and 
cheap  electricity.  F5ut 
President  Roosevelt 
brushed  aside  com- 
plaints of  government 
intrusion  on  private 
enterprise,  and  the 
Tennessee  Valley  Au- 
thority was  born. 
Photograph:  UPI/ 
Bettmann 
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SNAPSHOT 
OF CHANGE 


The  contrasts  could  be  stark.  Even  while 
the  economy  was  mired  in  the  Depres- 
sion, a  new  industry  was  spreading  its 
wings.  Howard  Hughes  indulged  his 
fascination  with  aviation  by  setting  rec- 
ords, including  a  1937  coast-to-coast 
flight  in  7V2  hours.  Two  years  later,  Pan 
American  World  Air- 
ways launched  regular 
service  to  Europe,  and 
Hughes  bought  control 
of  Transcontinental  & 
Western  Air,  the  pre- 
cursor to  TW.A. 
Job  one,  however, 
was  reviving  the  economy.  John  May- 
nard  Keynes,  whose  General  Theory 
was  published  in  1936,  provided  a  philo- 
sophical foundation  for  government 
"pump-priming."  One  effort,  the  Works 
Projects  Adminis- 
tration, spent  some 
$13  billion  on  roads 
and  other  projects 
in  its  eight  years  of 
existence. 

Controversy 
raged.  One  of  the 
early  regulatory^ 
agencies  created  in 
the  first  100  days 
after  Franklin  D. 
Roosevelt  took  office  was  the  National 
Recovery'  Administration.  The  SRA  man- 
dated higher  wages  and  shorter  work- 
weeks and  adopted  voluntary  business 
codes  entitling  adherents  to  display  the 
NRA  blue  eagle.  The  Supreme  Court 
struck  down  the  law  as  too  broad  a  use 
of  Washington's  interstate-commerce 


powers.  Nevertheless,  Roosevelt  left  his 
imprint  on  the  economy  with  such  agen- 
cies as  the  Securities  &  Exchange  Com- 
mission, the  Social  Security  system,  and 
unemployment  insurance. 
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u  an  Rmericrn  * 
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SHORTAGES 

Frugality  became  pa- 
triotic. With  tiie  nation 
cut  off  from  the  rub- 
ber plantations  of 
Southeast  Asia,  tires 
were  the  first  item  to 
be  rationed.  The  de- 
velopment of  synthe- 
tic rubber  helped. 
Photograph: 
John  Vachon 


1939  1945 

THE  ARSENAL 
OF  DEMOCRACY 

America  shaped  up  fast.  Indeed,  industry  went  to  war  ahead 
of  the  Gis.  As  the  conflict  in  Europe  spread,  supplying  the 
Allies  helped  to  double  industrial  production  in  the  two  years 
before  Pearl  Harbor.  Then  the  pace  increased  to  a  quickstep 
during  an  awesome  parade  of  numbers.  In  five  years, 
factories  spewed  out  $186  billion  worth  of  armaments, 
including  some  85,000  tanks,  300,000  aircraft,  and  18  million 
rifles  and  sidearms.  Hardly  any  comer  of  the  economy 
escaped  the  impact  of  the  war,  and  the  once-bitter  debate 
over  government  intrusion  on  private  enterprise  became 
singularly  inappropriate  when  our  soldiers  were  overseas 
fighting.  By  the  time  the  last  shot  was  fired.  Uncle  Sam 
owned  50%  or  more  of  manufacturing  capacity  in  such 
industries  as  aluminum,  aircraft,  and  machine  tools. 
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WOMEN'S 
WORK 

A  woman's  place  was 
anv-where  she  was 
needed.  The  number 
of  women  working 
outside  the  home  rose 
by  a  third,  to  18.5  mil- 
lion. That  amounted  to 
29%  of  the  work 
force,  a  record  tliat 
would  stand  until 
1951.  Photograph: 
Vic  Kayfetz 


DONALD 
DOUGLAS 

The  DC-4  was  just 
one  of  his  planes  that 
fought  the  war.  The 
DC-3,  the  widebody  of 
the  1930s,  was  the  air- 
lines' clear  favorite  be- 
fore the  war.  Trans- 
formed into  the  C47 
Skvlrain.  it  became 
the  workhorse  for 
troop  and  supply  oper- 
itions.  Photograph: 
McDonnell  Douglas 
Corp. 


PENN 
STATION, 
NEW  YORK 

Goodbyes  were  fre- 
quent— and  poignant. 
Over  16  million  men 
and  women  ser\'cd  in 
uniform  during  the 
war.  About  405,000  ol 
them  were  killed. 
Photograph: 
George  Gilbert 
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SNAPSHOTS 
OF CHANGE 


Hey  buddy,  don't  you  know  there's  a  war 
on?  A  single  gauge  measured  practically 
every  enterprise,  every  pursuit:  its  con- 
tribution to  winning  the  war.  One  of  the 
more  remarkable  shifts  to  wartime  pro- 
duction was  engineered  by  Henry  J. 
Kaiser,  who  had  dropped  out  of  school 
as  a  teenager.  As  a  hardware  salesman, 
lie  called  on  construction  contractors. 
That  prompted  him  to  try  construction 
liimself,  and  his  Kaiser  Industries  played 
a  major  role  in  building  dajns  in  the  West 
in  the  1930s.  With  no  experience  in  build- 


ing ships,  the  comi^any  revolutionized 
the  industry  during  the  war  with  a  mass- 
production  process  that  turned  out  a 
l(),(K)0-lon  ship  in  just  four  days. 

Kvery  little  hit  helped.  With  95%  of 
the-  food  suijply  covered  by  rationing, 
victory  gardens  blossomed  in  back- 
yards. Baggy,  loose-fitting  zoot  suits 
were  prohibited  because  they  used  too 
much  material.  Victory  bond  drives 
thrived  on  patriotic  appeals  and  raised 
$43.4  ijillion,  or  nearly  a  quarter  of  the 
money  borrowed  by  the  government 
during  the  war.  Buying  bonds  made  eco- 
nomic sense,  too,  since  consumer  goods 
were  in  short  supply,  anyw.iy. 

Not  everyone  on 
the  home  front  got 
into  the  wartime 
spirit,  though.  In 
1943,  some 
5()0,()()0  coal  min- 
ers went  out  on 
strike  in  a  labor  dis- 
pute. The  govern- 
ment seized  the 
mines.  The  follow- 
ing year,  workers 
struck  at  Montgom- 
ery Ward  &  Co. 
When  Chairman  Sewell  L.  Avery  re- 
fused a  government  demand  to  extend 
the  workers'  expired  contract,  the  gov- 
ernment took  over  operation  of  the  re- 
tailer. But  first  a  couple  of  (lis  had  to  cai- 
rv  out  a  defiant  .Avery. 
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Well,  what  were  we  fighting  for,  iinyway?  Democracy,  yes.  But  also  the  family,  the  home,  the  car,  the  g( 
life.  The  birthrate  soared  when  the  soldiers  came  home,  and  couples  started  long-delayed  families.  The  c 
dren  born  in  the  20  years  after  the  war  would  forever  be  baby  boomers,  setting  business  and  lifestyle  trei 
as  they  were  growing  up  and  growing  old.  Uncle  Sam  boosted  Gis'  earning  power  by  helping  with  their  t 
cation,  and  he  made  money  available  for  mortgages,  too.  The  percentage  of  Americans  owning  their  horn 
would  rise  from  44%  in  1940  to  62%  in  1960.  Detroit  went  back  to  making  cars,  but  the  four  million  produf 
in  the  year  after  the  war  still  couldn't  meet  the  pent-up  demand.  The  suburbanization  of  America  was  on, 


Phologniph:  Chevrolet  Molor  Div.,  General  Moliii\  C  orp. 
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THE  WHITE- 
COLLAR  ARMY 

Hierarchy.  Division  of 
labor.  Chain  of  com- 
mand. A  generation  of 
veterans  understood 
the  corporate  pyra- 
mid. This  was  the  or- 
ganizational structure 
that  had  won  the  war. 
But  the  nature  of  the 
pyramid  was  changing. 
In  the  decade  after 
1940,  the  proportion 
of  white-collar  work- 
ers in  the  labor  force 
rose  from  45%  to 
'i2%.  Photograph: 
Dan  Weiner 


CLEAR 
SAILING 

Boston  to  Los  Ange- 
les without  a  stoplight. 
The  mere  thought  of  it 
prompted  the  federal 
government  in  1956  to 
authorize  the  inter- 
state highway  system. 
The  big  project  was 
also  billed  as  a  defense 
system  for  moving 
troops  and  equipment 
during  wartime.  And  a 
special  fund  was  set 
up  so  the  roads  could 
be  financed  out  of  mo- 
torists' gasoline  taxes. 
These  superhighways 
reshaped  the  faces  of 
the  cities  and  suburbs. 
Photograph: 
Charles  Rothkin 
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LIFE  UNDER 
A  CLOUD 

We  had  to  learn  a  new 
word;  megaton.  I  kit 
the  awful  destructivi' 
power  of  the  atomic 
bomb  didn't  fully  sink 
in  until  the  Soviet 
Union  developed  its 
own  in  1949.  Then  the 
regular  reminders  ol 
its  implications  began: 
school  air-raid  drills, 
practice  evacuations 
of  cities,  and  const rui 
tion  of  home  fallout 
shelters.  We  watched 
and  waited  lor  atomic 
energy  to  be  har- 
nessed for  i)eacelinie 
purposes.  Photograph: 
Fred  Ward 
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SNAPSHOTS 
OF CHANGE 


SPUTNIK 

Look  at  It  as  Aineri- 
c  a's  wake-up  call.  We 
were  as  awed  as  these 
Russian  women  pon- 
dering an  exliibit. 
Photograph: 
Elliott  Envitt 


HARRY 

1  'ropk;  uilen  undercs- 
I  iinated  the  failed  hab- 
erdasher. The  North 
Koreans  did — and  so 
(;is  were  off  to  war 
again.  But  the  Mar- 
shall Plan  and  .XATO 
kejjt  peace  in  Europe. 
Photograph: 
UPI/Bftimann 


THAT'S  THE 
WAY  IT  IS 

It  was  the  ideal  mar- 
riage: When  Walter 
Cronkile  used  a  Uni- 
vac  computer  devel- 
oped by  J.  Presper 
Kckert  to  tabulate  the 
1952  election  returns, 
\-oters  watching  T\' 
look  a  giant  step  to- 
ward instant  electoral 
gratification.  Even  so, 
they  had  to  wait  for 
the  polls  to  close  be- 
fore finding  out  Ike 
had  won.  Photograph: 
Unisys  Corp. 


The  shift  to  a  peace!  ii  iiy  did 

more  than  just  unleas.:         .i^umer  de- 
mand that  had  been  repressed  for  live 
years.  Inventors  aiid  entrepreneurs  at 
last  got  a  chance  to  find  new  uses  for  ;ill 
that  win-the-war  technology  and  to  pur- 
sue bright  ideas  that  had  been  set  aside. 
Edwin  H.  Land,  a  physicist  whose  work 
in  optics  helped  improve  a  host  of  mili- 
tary devices,  turned  to  devising  a  system 
to  enable  cameras  to  develop  their  own 
pictures.  He  offered  to  make  a  deal  let- 
ting Eastman  Kodak  Co.  handle  the  mar- 
keting, but  Kodak  turned  him  down.  So 
Land  founded  his  own  company,  Polaroid 
Corp.,  and  in  1948  introduced  the  world's 
first  instant  camera. 

Bell  Labcjratories  had  investigated 
coiiiii.'ict  replnceiiKMit^  for  \':icuiini  tubes 


in  the  late  19,'5(ls.  Intensiiied  ])ostvvar  re- 
search paid  oir  with  the  introduction  of  a 
simple  transistor  in  1948,  followed 
swiftly  by  steacK-  impro\'ements.  Best  of 
all,  a  government  antitrust  action  helped 
spur  Bell's  parent, 
American  Telephone 
&  Telegraph  Co.,  to 
make  the  devices 
fully  available  to  all. 

Under  founder 
Thomas  J.  Watson 
Sr.,  International 
Business  Machines  Corp.  introduced  its 
first  electronic  punch-card  tabulators  in 
1946.  Seven  years  later,  IB.M  introduced 
its  first  electronic  business  computer  to 
counteract  the  inroads  on  its  business 
from  the  L'nivac  computer. 

William  Hewlett  and  David  Pack- 
ard, who  had  started  a  business  in  1939 
'  ■        -■I'-:-"'  'lif.,  soon 


found  new  u^c^  lor  uic  i  Ajji  i  ii.^i.  lu.it 
had  helped  the  government's  antiradar 
project.  Hewlett-Packard  Co.  thrived, 
with  Hewlett  serving  as  the  research 
specialist  and  Packard  focusing  on  the  fi- 
nancial gide  of  the  business. 
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A  GRANDER 
VISION 

Maybe  the  sky  wasn't  the  limit  after  all.  John 
Glenn  had  orbited  the  earth,  and  the  moon  seemed 
only  a  way  station  to  the  stars.  Anything,  every- 
thing was  possible.  Higher.  Bigger.  Faster.  Wall 
Street  launched  into  the  go-go  years.  Jump  on  the 
merry-go-round.  Grab  the  brass  ring.  That's  the 
ticket.  Buy  IBM.  Buy  Polaroid.  Buv.  And  investors 
couldn't  get  enough  of  those  conglomerates,  dispa- 
rate businesses  with  little  in  common,  bound  to- 
gether by  a  belief  in  synergy.  There  were  dark  mo- 
ments, too.  The  first  President  to  be  born  in  the 
20th  century  was  assassinated.  That  same  year, 
the  police  turned  fire  hoses  on  blacks  who  were 
protesting  their  treatment  as  second-class  citizens. 
A  flurry  of  social  and  civil  rights  legislation  fol- 
lowed. And  with  the  economy  off  into  its  longest 
postwar  expansion,  who  could  doubt  that  rich  and 
poor  alike  would  soon  be  better  off? 
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HELLO, 
LONDON 

Tins  17()-pound  bird 
could  talk.  Telstar  was 
the  first  commercial 
satellite  able  to  ampli- 
fy the  'I'V  and  voice 
signals  it  relayed.  It 
opened  up  global  com- 
munications and 
hatched  a  multibillion- 
dollar  industry. 
Photograph: 
AT&T  archives 


THE 

KINDEST  CUT 

The  longest  economic 
expansion  in  postwar 
history  started  slowly. 
It  took  of!  after  Presi- 
dent Kennedy's  tax 
<  ut  rewarded  compa- 
nies making  new  in- 
vestments. In  the 
three  years  after  1963, 
c  apital  investment 
L.;rew  by  an  average 
of  15%  a  year. 
Photograph: 
Boh  Benyas 


Photograph: 
Steve  Schapiro 
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THE 

DREAMER 

I'"n)iii  Sclnia  to  Wash- 
inj^ton,  Martin  lAillier 
Kinu  Jr.  app(>alc'cl  to 
the  conscience  of 
America.  The  irony 
was  that  the  landmark 
laws  King  inspired 
were  wrun.1.;  out  of  a 
fra<'tious  Congress  by 
tile  Southerner  who 
was  clioscn  to  balance 
the  Kennedy  ticket. 
Ph()toi>raph: 
Leonard  I'recd 

AND  STILL 
COUNTING 

Ray  Kroc,  a  milkshake 
machine  salesman, 
liked  .!  California  ham- 
burger -land  so  much 
he  went  Mito  business 
with  its  owners.  By 
the  time  he  bought  out 
the  McDonald  broth- 
ers in  19f)0,  ih'Te 
were  250  Mt  1  )()!!ald's. 
F"ast  food  was  a  of 
life.  Photograph: 
McDonald's  Corp. 


SNAPSHOTS 
OF CHANGE 


It  was  the  new  cc! 
porate  math.  Tw(i 
plus  two  equals  fi!;. 
Put  together  som( 
quite  different  co\ 
parties,  and  you  v{i 
up  with  effects  thi 
none  of  the  new  g> 
sidiaries  could  generate  alone.  A  prirr 
practitioner  of  synergy  was  Charles 
"Tex"  Thornton.  He  was  one  of  the 
Whiz  Kids,  a  group  of  business  schooj 
graduates  who  hired  out  in  a  package 
deal  to  Ford  Motor  Co.  after  World  Vjr 
II.  Eventually,  he  founded  a  vacuum-tjie 
comp;iny,  Electro  Dynamics,  which  giW 
rapidly  through  acquisition.  As  Litton  k-; 
dustries  Inc.,  the  company's  shopping 
spree  included  such  diverse  business<j 
as  shipbuilding,  office  furniture,  and  trib 
ing  stamps.  Thornton's  company  rapier 
became  a  darling  of  Wall  Street. 


All  managers  benefited  from  the  of 
revolution  in  information  managementi| 
Inventor  Chester  F.  Carlson  had  pro- 
duced his  first  photocopy  in  1938,  bu| 
office  copier  technology  moved  at  a 
snail's  pace  over  the  next  20  years.  It  j 


was  1959  when  Xerox  Corp.  introduce! 
its  914  copier  and  the  business  started 
moving.  Then,  in  1964,  International 
Business  Machines  Corp.  introduced  it 
revolutionary  Model  360,  an  intricatel) 
wired  computer  that  made  effective  us 
of  semiconductor  chips.  It  quickly  be- 
came an  essential  tool  and  standard 
equipment  for  all  sorts  of  offices. 

From  the  drug 
labs  came  a  little 
tablet  that  would 
have  far-reaching 
social  conse- 
quences. In  19fi(l 
the  govenmient 
approved  Seark- 
&  Co.'s  Enovid. 
The  Pill's  convenience  and  i  1..^  ...  , 
gave  women  greater  choice  in  childbeai 
ing  and  their  pursuit  of  education  or  a  cS 
reer.  The  average  age  of  first  marriage^ 
rose  and  the  birth  rate  dropped.  f 


CONFRONTING  LIMITS 

Why  not  guns  and  butter?  Surely  the  strongest  economy  in  the  world  could 
fight  wars  against  the  Vietcong  and  against  poverty  at  the  same  time.  But  it 
couldn't.  In  1968,  Federal  Reserve  Board  Chairman  William  McChesney 
Martin  Jr.  announced  an  increase  in  the  discount  rate  to  5.5%,  the  highest 
since  1929,  and  warned  that  inflation  had  brought  on  the  severest  financial 
crisis  since  the  Depression.  There  was  worse  to  come. 
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BATTLE 
FATIGUE  1 

America's  longest 
dragged  on,  and  v 
paid  a  price  in  mo 
than  blood.  Politii 
and  even  commoi 
course,  became  s 
dent  and  contend 
Government  sper 
to  fight  the  war  h( 
produce  an  overh 
(>d  economy  and  1 
er  interest  rates, 
the  three  peak  ye 
ijf  the  Vietnam  bi 
up,  the  cumulativi 
budget  deficit  was 
larger  tiian  for  tin  ; 
vious  seven  yeai  - 
Photograph: 
Robert  Ellison  i 


HELL  NO, 
WE  WON'T 

They  weren't  pro' 
:ng  the  Vietnam 
but  one  of  its  sid 
fects.  With  inflati 
hurtling  along,  Pr 
dent  Nixon  impos 
wage  and  price  c 
trols  in  1971.  But 
1973,  prices  wer" 
ing  at  a  rate  of  9 
and  shoppers  org 
nized  a  boycott  a 
buying  beef. 
Photograph: 
AP/Wide  World 


THE  OTHE 
WAR 

In  some  ways,  w 
seemed  to  be  do 
fairly  well  in  the 
on  poverty.  The 
centage  of  the  po, 
tion  living  in  povi 
declined  from  22°/ 
1960  to  il%in  H 
Kven  as  he  was  d 
mantling  the  jobs 
welfare  programs 
President  Johnsoi 
Great  Society,  Ni: 
was  expanding  foe 
stamp  and  housinj 
subsidies.  But  as 
sources  grew  scaj 
the  ax  fell  on  soci; 
spending,  and  the 
crty  rate  began  its 
steady  rise. 
Photograph: 
Bruce  Davidson 


ONE 

SMALL  STEP 

Millions  of  people 
around  the  world 
watched  on  TV  as  a 
blurred  figure  in  a 
space  suit  made  his 
way  down  a  ladder  on 
to  the  moon's  surface 
in  1969.  It  proved  a 
tough  act  to  follow. 
Popular  and  political 
support  for  the  space 
program  had  reached 
its  high  point. 
Photograph:  NASA 


WHILE  BACK 
AT  PLANET 
EARTH 

Siknt  Spring,  Rachel 
Carson's  book  de- 
scribing the  insidious 
impact  of  Divr  on  the 
environment,  was  the 
catalyst  that  turned  in- 
creased interest  into 
action.  The  federal 
government  began 
phasing  out  use  of  the 
chemical  in  1970.  Con- 
gress enacted  new 
legislation  in  an  effort 
to  reduce  pollution. 
And  in  a  variety  of 
ways  around  the  coun- 
try, people  celebrated 
Earth  Day. 
Photograph: 
Bern  Keating 


TOPPING  OFF 

Those  Arabs  knew 
how  to  hit  us  where 
we  live.  Saudi  Arabia 
and  other  Arab  nations 
imposed  an  embargo 
on  oil  shipments  in  re- 
sponse to  U.  S.  sup- 
port for  Israel  in  its 
1973  war  with  Syria 
and  Egypt.  Waiting  in 
gas-station  lines  gave 
us  lots  of  time  to  re- 
flect on  America's  vul- 
nerability. Photograph: 
Doug  Wilson 


NORMAN 
BORLAUG 

The  Iowa  farm  boy's 
research  helped  devel- 
op vigorous  strains  of 
grain  to  withstand 
harsh  growing  condi- 
tions and  provide 
more  bountiful  yields. 
A  trailblazer  in  the 
green  revolution,  he 
spread  his  findings 
around  the  world.  Bor- 
laug  received  the  No- 
bel peace  prize  in 
1970.  Photograph: 
Bob  Schalkwijk 


SNAPSHOTS 
OF CHANGE 

One  of  Wall  Stre) 
historic  bull  marl| 
came  to  an  end  i 
1969,  as  accelera 
^  inflation  and  a  sel 

t^k.   f'^  dollar  crises  tc 

ffm/^  their  toll.  As  a  si^ 
/^^^^B  government  con 
dence,  President  Nixon  in  May,  197C 
gave  a  private  dinner  for  a  group  of  iJ 
vestment  heavyweights,  including  D<| 
aid  T.  Regan,  president  of  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc. 
der  Regan,  who  became  chairman  in 
1971,  Merrill  Lynch  weathered  the  sti 
better  than  most  stockbrokers.  It  evd 
increased  its  influence  among  the  sml 


investors  who  were  its  mainstay. 

The  turmoil  that  had  struck  Wall 
Street  soon  spread  to  the  debt  marke 
Perm  Central  Co.  provided  the  spark. 
The  company  had  been  formed  in  196 
one  of  the  most  heralded  mergers  ev 
combining  the  Pennsylvania  and  the  ^ 
York  Central  railroads.  But  Alfred  E. 
Perlman  of  the  New  York  Central  an 
Stuart  T.  Saund«| 
Jr.  of  the  Pennsy 
nia  had  difficulty  ct- 
solidating  operatic! 
In  June,  the  comp;] 
declared  bankrupt 
creating  a  crisis  ini 
the  market  for  cor) 
mercial  paper.  Th^ 
Federal  Reserve  vj 
forced  to  pump  m(j 
ey  into  the  bankinjj  J' 
system  to  calm  investors. 

The  economic  boom  that  was  inter- 
rupted by  the  1970  recession  was  a  bc: 
nanza  for  advertising  agencies.  Ads  be 
came  more  freewheeling  and  took  on 
some  of  the  personality  of  their  create  ; 
One  of  the  more  suc- 
cessful was  Mary 
Wells,  whose  commer- 
cials included  a  humor- 
ous series  of  TV  ads  for 
Alka-Seltzer.  Remem- 
ber "I  can't  believe  I 
ate  the  whole  thing"? 

Consumers  grew 
more  militant.  Ralph  Nader  emerged  4 
a  corporate  buzz  saw  with  his  claim  th;|' 
General  Motors  Corp.'s  Corvair  was 
safe.  But  it  was  GM's  admission  that  it  t 
had  hired  a  private  detective  to  spy  onl 
the  activist  that  brought  Nader  fame,  j 


Photograph: 


197o  e.t->)  1982 

ADOSEOFREAi  iT 

Three  recessions  in  10  years  had  a  lot  to  do  with  it.  So  did  the  strong  dollar, 
imports,  corporate  raiders,  inflexible  unions,  and  poor  management.  The  fall- 
en, rusted  hulks  of  steel  mills  were  reproachful  relics  of  a  drastic  restructur- 
ing in  the  industry.  Five  years  of  cutbacks,  initiated  in  1982,  wiped  out  a 
quarter  of  raw  steelmaking  capacity,  or  some  40  million  tons.  Across  the 
board — in  high  tech  and  low  tech,  services  and  manufacturing — companies 
of  every  size  and  stripe  eliminated  marginal  jobs  in  middle  management  and 
on  the  shop  floor.  It  was  time  to  face  facts. 
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NORTHERN 
COMFORT 

Alter  \  (Ml    (jf  (Icb.ltc 
.111(1  Vf.irs  ot  conslriK  - 
lion,  llic  lirsl  oil  l)c.t;;in 
llowini;  Ihidiiijh  the 
Al.iska  I'lpclinc  in 
l'J77.  Within  live 
yen  s,  ii        ;R  (:f)niil- 
iii.U  for  K)'-;  of  L'.  S. 
pciroicuni  coiisumi)- 
lion.  Wiihoiil  il.  im- 
l)on>  .vol lid  have  been 
a  third  hieiicr. 
Pholoiirnpli: 
Denm\  Stock 


NOT  IN  MY 
BACKYARD 

In  theory,  luudeai 
power  oilers  so  nuRii 
hoijc.  It  doesn't  need 
to  he  inijiorled.  Prop- 
erly niana.i^ed,  il 
doesn't  pollute  Ihe  air 
P.iil  after  Three  Mile 
Island,  nobody  wanted 
:i  reactor  .inywhere 
near  home.  Ambitions 
plans  for  a  steadily  in- 
creasing supply  of  nu 
clear  enertjy  were 
scrapjjed,  and  even 
plants  already  under 
const  ruction  were 
soon  abandoned. 
Plioiograpli: 
Robin  Moyer 


"INAL 

President 
^  to  win  elec- 
vo  terms, 
Nixon  was 
first  President 
Y  to  resign 
ce. 
iph: 
idsen 


NDED 

it  Reagan 
10  tune  setting 
for  labor  rela- 
hen  air  con- 
vent on 
5  fired  them, 
isures  of  de- 
m  triggered 
1  the  airline 
,  too.  Many 
ions  in  a  vari- 
dustries  took 
dicine 
pay  cuts  or 
in  venerable 
es. 
iph: 
Steiner 


SNAPSHOTS 
OFCHANr.F 


.He  was  the  scourge  of  trading  rooms  and 
the  scapegoat  of  Presidents.  Traders 
jumped  at  the  slightest  nuance  suggest- 
ing that  Federal  Reserve  Chairman  Paul 
A.  Volcker  just  might  possibly  be  chang- 
ing his  mind  if  things  perhaps  didn't  work 
out  precisely  the  way  he  had  seemed  to 
expect  the  last  time  he  had  spoken.  Pres- 
ident Reagan,  like 
President  C;irtcr 
before  him,  gave 
Volcker  his  job, 
then  blamed  liim 
for  high  intei-est 
rates.  Politics? 
Sure.  But  the  twin 
recessions  fosterefl 
by  the  Volcker  Fed 
squeezed  inflation 
U)  more  tolerable 
dimensions. 

Chrysler  Corp.  rode  out  the  rougii 
times  with  help  from  the  government. 
Chrysler  Chairman  Lee  A.  lacocca  kepi 
the  No.  'A  carmaker  from  bankruptcy 
with  $1.3  billion  in  loan  guarantees  from 
Washington.  Chr\'sler  paid  off  its  loans 
early  and  tlK>  government  made  millions. 


V.wu  an  inh()>i)itablf  econoniN'  had  to 
[)ut  out  the  welcome  mat  for  clever  en- 
trepreneurs. Stephan  Wozniak  and  Ste- 
ven Jobs  founded  Apple  Inc.,  the  para- 
digm of  a  laid-back,  high-tech  company. 
With  their  desktop  com])uter,  the  pair 
rattled  giant  International  Business  Ma- 
chines Corp.,  long  the  king  of  the  hill. 

R'  f^-.  ling  Washington's  wish  to  im- 


lji<;\i.:  i<.'ialiun>  Ijeiwcen  ilic  iwu  .super- 
powers through  trade,  PepsiCo  opened  a 
Soviet  bottling  plant.  But  the  invasion 
of  .'\fghanistan  quickly  ended  hopes  for 
better  political  and  economic  ties. 


"  GLOBAL 
L4ALLENGE 

We'd  been  here  before,  but  this  time  the  landscape 
looked  different.  The  economy  was  back  on  its  feet, 
an(  )ii  had  fallen  off.  Everybody  wanted  a  piece 

of  the  action  after  seeing  how  financiers  made  a  bundle 
by  loadin,^-  up  on  debt,  buying  a  company,  and  then 
whipping  it  into  shape  or  breaking  it  up.  So  why  were 
stockholders  grumbling?  Why  were  U.  S.  exporters 
getting  clobbered?  Why  did  the  trade  deficit  resist  all 
efforts  to  lown  to  size?  The  answer  was  omi- 

nous: Competitors  around  the  world  were  gaining  on 
us.  U.  S.  companies  were  steadily  losing  market  share 
in  semiconductors,  machine  tools,  cars,  you  name  it. 
Japanese  auto  makers  were  evei:  '  '  ' 'ig  plants  here. 
To  be  sure,  manufacturers  were  racking  up  huge  pro- 
ductivil\'  gains  through  investment  in  new  facilities, 
and  the  ecouomy  was  creating  millions  of  jobs.  But 
American  business  faced  a  global  challenge. 
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O,  WHAT 
A  FALL 
WAS  THERE 

Sure,  you  in;iy  re- 
member where  you 
were  on  Oct.  19,  1987. 
when  the  stock  mar- 
ket dropped  nearly 
23%  in  one  day.  But 
have  you  fi^,'ured  out 
yet  what  it  meant. > 
The  comeback,  al- 
though more  gradual, 
was  as  impressive  in 
its  own  way  as  the  col- 
lapse. Photograph: 
Andrew  Popper 
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Photograph  of  Akio  Morita: 
Sony  Corp. 


GENIUS, 
RASCAL, 
OR  BOTH? 

The  emotions  stirred 
in  corporate  executive 
suites  by  Michael  Mil- 
ken were  not  likely  to 
be  mild.  He's  the  most 
influential  financier 
-ince  J.  P.  Morgan. 
He's  the  junk-bond 
wizard  who  financed 
corporate  raiders.  But 
now  Milken  faces  a 
fight  over  government 
eflorts  to  make  him 
the  central  figure  in  al- 
leged abuses  on  Wall 
Street.  Photograph: 
George  Steinmetz 
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MOVING  UP 

The  intlux  of  women 
into  the  work  force 
proved  to  be  good 
business.  As  tfieir  par- 
ticipation rate  rose  to- 
ward 60%,  they 
helped  fill  the  strong 
demand  for  new  work- 
ers. Photograph: 
R.  S.  Michaud 


THE  righ: 
question! 

On  assembly  lina 
where  Ford  MotJ 
used  to  build  50  [ 
an  hour,  it  now  q 
65  Tauruses.  Onl 
cret.  When  FordI 
ed  designing  the  | 
asked  assembly ' 
ers  how  the  car  ( 
be  built  more  ea^ 
Photograph: 
Ford  Motor  Co. 
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THE  NEXT 
SIXTY  YE 

Under  the  microl 
scope,  the  frontii 
science  seem  im| 
mense.  Technol' 
has  long  blazeci 
trail  for  busLnes^^ 
a  look  inside  the 
cule  provides  ju 
of  the  glimpses 
the  future.  Seei 
individual  atoms 
the  bonds  that  u: 
them  into  a  silio 
molecule,  made 
ble  by  a  scanning 
neling  microsco] 
holds  promise  in 
ready  phenomer 
process  of  minia 
tion.  With  furthe  14 
varices  in  gene  s 
ing,  supercondu( 
;ind  other  fields 
future  offers  a  ri 
harvest.  Photogi 
International  Bi  '-i 
Machines  Corp. 
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HOW  THE  HEXT 
DECADE  WILL  DIFFER 

SIX  KEY  TRENDS  THAT  WILL  SHAPE  AMERICA  IN  THE  1990s 
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The  1990s  are  almost  here.  Like  all  new  decades,  they  invite 
reflection,  prediction,  warning,  and  hope.  Real  life,  of  course, 
rarely  cuts  as  neatly  as  the  calendar.  Yet  there  are  compelling 
reasons  to  see  the  new  decade  as  different  from  the  one  before. 

Americans  are  evolving  into  a  different  people:  older,  more 
ethnically  and  racially  diverse.  Economic  upheavals,  technologi- 
cal innovation,  and  environmental  fears  are  transforming 
America 's  self-image  and  its  place  in  the  world. 
The  impact  of  these  changes  will  hit  hard  in  the  1990s.  The  baby  boom  genera- 
tion, the  very  symbol  of  youth,  will  move  into  middle  age — with  reverberations 
for  all  of  society.  Americans  of  all  backgrounds  will  realize  they  share  a  common 
future  with  growing  numbers  of  Hispanics.  A  new  social  role  may  be  in  store  for 
the  elderly. 

Reassessments  and  new  creations  lie  ahead.  Americans  are  modeling  new 
kinds  of  places  to  live.  Corporations  are  changing  to  meet  global  competition 
and  to  build  a  more  productive  work  force.  And  enmronmental  concern  is 
spreading  as  we  begin  to  weigh  the  real  costs  of  the  ivay  we  live. 


BABY  BOOMERS 


BOOMERS  AT 
FORTYSOMETHING 


emography  may  well  be  destiny. 
I  And  as  the  millennium  nears,  no 
demographic  trend  holds  more 
portents  than  the  middle-aging  of  75  mil- 
lion baby  boomers,  that  vast  contingent 
of  American  offspring  born  between 
1946  and  1964.  Observed  and  analyzed 
ceaselessly,  the  postwar  generation  has 
been  the  force  behind  a  mass  culture  of 
youthfulness  and  possibility. 

Now  the  boomers  are — gulp! — middle- 
aged,  and  they  are  taking  society  with 
them.  In  the  1990s,  most  boomers  will 
move  through  or  approach  their  40s.  The 
ranks  of  Americans  aged  35  to  54  will 
swell  while  other  age  groups  grow  far 
more  slowly  or  decline  in  numbers.  Sig- 
nificantly for  the  economy,  three-quar- 
ters of  all  Americans  will  be  of  prime 
working  age — 24  to  55.  And  as  the  medi- 
an age  rises  to  36  for  the  first  time,  new 
cultural  motifs  will  appear. 

Individuals  may  bemoan  gri*  ing  hair 
or  bulging  paunches,  but  the  middle-ag- 
ing of  the  boomers  could  usher  in  a  new 
era  of  stability  and  "normalcy"  reminis- 
cent of  the  1950s.  True,  "normalcy"  will 


be  redefined  to  reflect  the  cultural  and 
economic  upheavals  of  the  intervening 
years.  Most  women  are  in  the  paid  work 
force,  America  is  more  racially  and  so- 
cially diverse,  and  the  nation's  place  in 
the  world  has  changed.  But  like  the 
1950s  and  early  1960s,  when  most  boom- 
ers were  children,  the  dominant  themes 
of  the  1990s  will  be  raising  families, 
quality-of-life  concerns,  and  high  produc- 
tivity at  work. 

Indeed,  the  1990s  could  turn  out  to  be 
a  period  of  extended  economic  prosperi- 
ty. The  baby-boom  generation,  highly 
educated,  with  two  decades  of  work  ex- 
perience under  its 
belt,  is  reaching 
peak  productivity. 
And  with  the  growth 
rate  of  the  work 
force  falling  to  17< 
per  year,  the  lowest 
since  the  1950s,  em- 
ployers won't  have 
to  absorb  and  train  a 
flood  of  new  work- 
ers as  they  have  for 
20  years.  That  frees 
resources  to  make 
current  workers 
more  effective. 

Rising  productivi- 
ty will  bring  rising 
incomes.  Many  baby- 
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boomers  will  hit  their  peak  income  in  t 
1990s,  since  average  earnings  flatten  o 
after  age  45.  Labor  participation  rat 
will  hit  all-time  highs  when  workii 
mothers  put  in  more  hours  as  their  ( 
dren  grow  up.  Thus,  over  the  next 
cade,  80%  of  the  increase  in  U.  S. 
comes  will  go  to  households  headed 
35-to-54-year-olds,  says  the  Institute 
the  Future,  a  Menfo  Park  (Calif.) 
search  group. 

'HALCYON  DAYS.'  With  baby  boome 
earning  more,  they'll  be  saving  more 
giving  the  U.  S.  a  second  chance  to  c( 
rect  some  economic  mistakes  of  the  pa 
decade.  Instead  of  rampant  consumpti 
and  huge  deficits,  some  analysts  see  t 
1990s  as  a  time  of  almost  unprecedent 
savings  and  investment.  Younger  boo 
ers'  living  standards  may  never  rea 
those  of  boomers  born  pre-1955,  many 
whom  secured  good  jobs  early 
bought  homes  before  prices  went  wi 
But  most  boomers  will  be  settled 
employed — with  workers  supporting  f(  « 
nonworkers  than  at  any  time  in  the  poi 
war  era.  That  offers  the  best  chance  t 
U.  S.  is  likely  to  have  for  a  long  time 
build  productive  capital  for  the  futun 
Still,  repaying  debts  of  the  1980s  a 
saving  for  the  future  while  maintaini 
living  standards  won't  be  easy.  Ja 
Meyer  of  New  Directions  for  Policy 
Washington  thii 
tank,  sees  the  ne 
20  years  as  a  respi 
between  the  frenzi 
consumption  of 
1980s  and  a  resour 
crunch  looming  aft 
2011    as  boome 
start  to  retire.  "W( 
look  back  at  the 
as     the  halcyi 
days,"  he  predicts, 
In  the  1990s,  mc 
boomers  will 
wrestling,  says  M( 
er,  with  the  "go( 
times  decisions" 
where  to  send  tb 
kids  to  college,  h( 


to 


lifVl 


iCilii 
iiidiv 
m 

■dn 


iiiof 


Mi  li 

lil  4 
a:  ;«r! 


SOD 


'Ml 

-sDiei 
ir.  t 

fsm 
filatii 
at 
car 

■JJ 

5(ii 

''h 
%k 

'nam 
hi 


142  BUSINESS  WEEK/SEPTEMBER  25,  1989 


THE  NEW  AME 


ince  work  and  family.  Technology 
,se  the  balancing  act,  as  more  peo- 
)rk  at  home  or  on  flexible  sched- 
^ersonal,  home,  and  child-rearing 
!S  will  continue  to  burgeon.  Mid- 
nerica  may  also  be  blessed  with  an 

international  peace  and  disarma- 
rhat  could  allow  more  focusing  on 
;hed  business  at  home:  poverty, 

crime,  infrastructure, 
key  social  issues  for  baby  boom- 
ill  be  education,  dependent  care, 
parents,  quality  of  life,  and  the 
nment,   most  analysts  agree. 

get  national  health  care  out  of 
by  boomers,"  predicts  Robert  Bor- 

a  senior  fellow  at  the  Institute 
Dlicy  Studies.  Private  systems 
he  says,  will  be  inadequate, 
nwhile,  the  personal  concerns  of 
•oup  will  likely  translate  into  ma- 
ial  themes.  "An  entire  generation 
lit  to  lurch  into  middle  age — the 
)nal  time  when  people  question 
hey're  doing  and  why,  and  begin 

limits  to  how  far  they  can  go," 
rhomas  F.  Mandel.  a  senior  con- 
;  at  SRI  International,  a  Menlo 
ICalif.)  research  firm.  As  many 
individuals  struggle  with  such 
something"  issues  as  physical  de- 
ad unsatisfying  jobs,  Mandel  spec- 
that  individual  frustrations  could 
I  to  a  collective  midlife  crisis. 
h  of  that  frustration  will  play  out 
k.  Many  people's  careers  begin  to 
t  in  their  40s,  and  the  baby  boom- 
!  already  competing  hard  for  pro- 
s  in  a  world  of  shrinking  opportu- 
nd  less  hierarchical  workplaces, 
^ill  drive  some  to  their  own  busi- 

or  to  smaller  companies.  Trend- 
:rs  also  note  more  career  switch- 
this  group.  But  employers  will  be 

to  change,  too.  "There  will  be 
re  on  business  to  accommodate  a 
ireathing  space  for  people,  espe- 
alented  ones,"  Mandel  predicts. 
'90s.  For  some,  this  could  bring  a 
5sment  of  work  and  money.  Ma- 
in the  affluent  postwar  years, 
•o\ip — often  seen  as  self-centered 
ivileged,  though  self-pitying — has 
xpectations  for  fulfillment  in  per- 
•elations,  leisure  pursuits,  and  ca- 
rhat  leads  some  to  forecast  in- 
1  career  switching  toward  work 
lore  social  purpose  or  more  time 
le  kids,  rather  than  more  income. 
)n't  underestimate  the  power  of  75 

baby  boomers  to  make  virtue  or 
1  of  such  choices, 
generations  age,  community  and 

values  often  become  more  impor- 
rhe  search  for  community,  safety, 
;aning"  will  preoccupy  boomers  in 
)0s,  predicts  David  Meer,  a  senior 
•esident  at  Daniel  Yankelovich 

Inc.,  a  market  research  firm, 
concerns,  he  suggests,  may  fan 


activist  embers  some  have  harbored 
since  the  1960s.  But  others  see  the 
graying  boomers  growing  more  conser- 
vative— particularly  as  those  raising  kids 
confront  AIDS,  drug  abuse,  and  high 
teenage  dropout  rates  in  the  no-no  '90s. 

After  all,  despite  their  large  numbers 
and  shared  experiences,  despite  the 
stock  media  images,  the  boomers  have 
never  been  a  monolith.  Vietnam  veter- 
ans and  draft-dodgers  are  boomers,  and 
so  are  some  who  were  still  in  grade 
school  when  U.  S.  troops  withdrew  from 
Vietnam.  There  are  New  Agers,  yuppies, 
and  service  workers — and  ever-growing 
numbers  of  untraditional  families, 
many  of  them  single-parent  households 


with  special  problems  and  constraints. 

This  diversity  means  that  the  boom- 
ers' economic  might  may  not  translate 
into  focused  political  clout.  Instead,  it 
may  strengthen  the  trend  to  single-issue 
politics.  In  his  1988  Baby  Boomers,  au- 
thor Paul  C.  Light  argues  that  the  group 
has  largely  abandoned  party  organiza- 
tions, organized  labor,  and  other  tradi- 
tional institutions,  and  that  boomers  trail 
their  elders  in  voting  turnout.  The  politi- 
cal leadership  of  the  nation  is  beginning 
to  pass  to  the  boomers:  Arkansas  Gover- 
nor Bill  Clinton  was  born  in  1946,  Vice- 
President  Dan  Quayle  a  year  later.  But 
so  far,  the  boomer  generation  has  yet  to 
find  its  political  way. 


A  WORKING  COUPLE  WHO  NEVER  KISS  GOOD-BYE 


I  POLITICAL  CONSULTANTS  ODOM  AND  BAILEY  WITH  THEIR  SON,  JARED 


Like  many  other  baby-boomer  cou- 
ples, R.  Mark  Odom  and  Myrtle  L. 
Bailey  have  found  that  juggling 
family  and  careers  is  a  struggle.  Their 
solution:  working  together.  They  joint- 
ly run  Catalyst,  a  political  consulting 
and  public  relations  firm  they  started 
in  1987,  the  year  after  they  were  mar- 
ried. They  drive  to  the  office  from  their 
80-year-old  St.  Louis  house,  often 
bringing  along  Jared,  Odom's  five- 
year-old  son  from  his  first  marriage. 
Now  they  have  a  problem  many  work- 
ing couples  would  envy:  "Terminal  to- 
getherness," Odom  jokingly  calls  it. 

The  promise  of  greater  job  satisfac- 
tion spurred  their  decision  to  set  up 
shop  together.  A  former  Army  staff 
sergeant,  Odom  was  studying  full-time 
for  a  bachelor's  degree  in  public  admin- 
istration when  Bailey  agreed  to  quit 
her  job  as  public  relations  director  at  a 
state  college  and  open  Catalyst  with 
him.  "It's  more  fulfilling  to  have  con- 
trol over  our  own  destiny  through  pri- 
vate ownership,"  he  says. 
But  it  has  called  for  sacrifices.  If 


they  worked  for  other  companies,  "we 
would  be  making  between  $75,000  and 
$85,000,"  estimates  Bailey.  Their  com- 
bined income  this  year  will  be  closer  to 
$45,000,  she  says.  That's  because 
Odom,  34,  and  Bailey,  35,  pour  most 
revenues  back  into  the  business.  They 
recently  opened  a  second  office,  in 
Kansas  City,  and  added  two  employees 
to  run  it.  Catalyst  has  been  profitable 
from  the  start  and  should  earn  net  rev- 
enues of  $180,000  in  1989,  says  Odom. 
BOOK  PALS.  One  Catalyst  campaign 
pressured  City  Hall  to  allocate  more 
funds  to  the  St.  Louis  Public  Library. 
In  a  referendum,  voters  doubled  the 
annual  budget.  Bailey  and  Odom  also 
help  politicians  from  both  parties  iden- 
tify issues  in  the  black  community. 

The  couple  says  that  the  freedom  to 
choose  clients  whose  views  are  compat- 
ible with  theirs  makes  up  for  the  lower 
income.  Says  Bailey:  "We  feel  better 
about  making  less  money  on  political 
campaigns  than  making  more  by  help- 
ing to  promote  cigarettes  or  liquor." 

By  Lois  Therrien  in  Chicago 
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I HISPANICS 


A  NATION 
WITHIN  A  NATION 


About  20  million  people  of  Latin 
American  background — mainly 
from  Mexico,  but  also  from 
Cuba,  the  Dominican  Republic,  Puerto 
Rico,  and  elsewhere — now  live  in  the 
U.  S.  In  the  1980s,  their  numbers  have 
grown  five  times  as  fast  as  the  non- 
Hispanic  population.  High  levels  of  im- 
migration and  high  birthrates  are  ex- 
pected to  keep  that  growth  going  well 
into  the  next  century.  Hispanics,  now  89^ 
of  Americans,  may  be  the  largest  ethnic 
minority  by  2015,  surpassing  blacks. 

The  social  and  economic  impact  of  that 
growth  will  be  far-reaching.  Already, 
Hispanic  advertising,  media,  food,  and 
music  are  omnipresent  in  such  major 
Hispanic  centers  as  Los  Angeles,  San 
Antonio,  Miami,  New  York,  Chicago,  and 
San  Jose,  Calif.  The  size  of  the  group 
has  forced  mainstream  U.  S.  companies 
to  adapt  their  products  and  sales  cam- 
paigns. The  success  of  La  Bamba,  faji- 
tas,  and  salsa  music  merely  hint  at  the 
cultural  crossover  to  come. 

Hispanics  also  will  be  a  key  factor  in 
U.  S.  politics.  In  the  1988  Presidential 
campaign,  George  Bush  pitted  his  Mexi- 
can-American daughter-in-law  and  his 


"little  brown"  grand- 
children against  Mi- 
chael Dukakis'  com- 
mand of  Spanish,  as 
both  men  vied  for 
Hispanic  votes. 

Hispanics,  like  all 
immigrant  groups, 
will  bring  new  eco- 
nomic as  well  as  cul- 
tural energy  to  the 
American  scene.  But 
they  also  will  bring 
challenges.  In  the 
1990s  and  beyond, 
the  economy  will  de- 
pend more  and  more 
on  Hispanic  workers. 
Yet  they,  along  with 
blacks,  are  more  likely  than  others  to  be 
deficient  in  job  skills.  Hispanics'  507f 
school  dropout  rate  is  the  nation's  high- 
est. Difficulty  with  English,  low  cultural 
esteem  for  education,  and  low  expecta- 
tions from  teachers  are  often  blamed.  So 
is  a  traditional,  close  family  structure 
that,  given  low  incomes,  encourages 
young  people  to  drop  out  and  contribute 
earnings. 

Many  argue  that  concentration  in  eth- 
nic enclaves  in  just  a  few  regions  and 
the  constant  influx  of  immigrants  also 
have  worked  against  Hispanics'  learning 
English  and  moving  out  of  the  barrio 
and  into  the  economic  mainstream.  Jorge 
Chapa,  a  demographer  at  the  University 


of  Texas  at  Austin 
says  in  1940,  third 
generation  Mexican! 
American  men  ir| 
California  averagec 
Wo  of  Anglo  educafJW' 
tional  achievemen 
measured  in  years  o: 
school  completed.  A 
1979  follow-up  foun( 
that  while  Hispanici 
were  by  then  com 
pleting  more  grades 
their  average,  1 
years,  still  laggec 
behind  the  13.4  yean 
Anglos  were  log 
ging — bv  the  sam( 

18?;. 

But  Linda  Chavez,  a  prominent  His  -aiiit 
panic  activist,  says  things  are  improving 
She  cites  1985  numbers  that  put  average 
Hispanic  hourly  earnings  at  $7.85,  nc 
far  behind  the  $8.50  average  for  all  U.  S 
workers.  Because  of  Hispanics'  famih 
structures,  however,  Chavez  argues  tha 
"it  takes  one  to  two  generations  more' 
for  them  to  break  out  of  ethnic  enclave; 
than  it  typically  did  for  German-,  Irish- 
and  Italian-Americans. 

After  the  ethnic  pride  movements  o: 
the  1970s,  Hispanics  may  feel  under  les! 
pressure  to  fit  in  than  did  earlier  groups  m\ 
Many  Hispanic  educators  have  pushe(  r;? 
for  school  programs  that  teach  mainly  ii  timay 
Spanish  while  gradually  promoting  En 
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THE  HERNANDEZ  FAMILY:  CULTURAL  TUG-OF-WAR 


[  OUT  OF  THE  BARRIO:  ANNIE  HERNANDEZ  (FRONT)  STILL  WANTS  HER  KIDS  TO  KNOW  SPANISH 


Annie  Hernandez,  37,  was  born  i 
U.  S.  and  has  lived  here  all  he: 
But  like  millions  of  other  Mexican-A 
cans,  she  is  struggling  to  preservi 
ethnic  identity  while  climbing  the 
nomic  ladder  in  the  Anglo  world 
apartment-building  manager  and  m 
of  three,  Hernandez  sees  Mexico 
foreign  country  and  says  that  she 
uncomfortable  even  crossing  the  b( 
"The  Mexicans  are  different  from 
of  us  born  here,"  she  explains. 

In  the  El  Paso  barrio  where  He  !>i 
dez  was  born  and  raised,  Spanish 
the  language  at  home  and  on  the  s 
But  she  learned  early  that  EnglisI 
the  key  to  success.  At  the  high  s 
she  attended,  the  children  who  spok 
glish  well  often  got  higher  grades, 
kids  caught  speaking  Spanish  were 
ished  with  detention. 

Hernandez  buys  the  assimilati 
ethic,  even  though  she  speaks  Span:  s4 
home.  At  18,  she  married  a  Me: 
American  who  was  training  to  becc 
policeman.  They  soon  moved  fs 
from  the  border  to  northeast  El  Pa: 
integrated  neighborhood  near  Fort  fci 
There  her  husband,  Joe,  joined  tl 
Paso  Police  Dept. 
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But  that  worries  Chavez,  who 
ligned  against  bihngual  teaching 
g  her  brief  tenure  as  director  of  a 
)  called  U.  S.  English.  She  quit  that 
n  opposition  to  the  group's  support 
^•dinances  prohibiting  foreign-lan- 
i  public  services. 

B  BACKLASH?  In  the  1990s,  Hispan- 
bivalence  toward  assimilation  could 
;he  social  tolerance  of  the  nation. 
al-English  measures,  already  ap- 
d  in  17  states,  may  indicate  an  An- 
icklash.  And  in  Dade  County,  Fla., 
ptions  that  Hispanic  newcomers 
iking  jobs  from  U.  S.-born  blacks 
touched  off  racial  tensions. 
;  generalizations  are  difficult.  Vis- 
Miami-based  national  magazine  for 
nics  written  in  English,  racks  up 
illion  readers  weekly.  Most  are  sec- 
eneration  Americans  aged  18  to 
nd  46%  of  them  are  college-educat- 
[eanwhile,  Knight-Ridder  Inc.  has 
d  millions  into  a  new  Miami  Span- 
iguage  daily.  El  Nuevo  Herald,  es- 
,lly  betting  that  assimilation  is  a 
ivay  off. 

itical  diversity  is  also  growing. 
Hispanic  communities  have  been 
cratic  strongholds.  But  Cubans,  as 
all  Hispanic  Americans,  tend  to  be 
entrepreneurial  and  conservative, 
ave  forged  strong  ties  with  Repub- 
,  notes  Roger  Sennott,  who  runs 
nic  Monitor,  a  San  Diego  research 
e.  Political  and  linguistic  differ- 
may  point  to  growing  class  dispar- 
imong  Hispanics  themselves. 


ore  long,  Annie  again  found  her- 
anded  by  recent  arrivals  from  Ci- 
ez,  some  of  whom  "wouldn't  even 
ids  speak  English,"  she  says.  So 
he  family  picked  up  again  and 
Coronado,  one  of  El  Paso's  most 
nglo  neighborhoods.  "The  most 
thing  is  education,"  says  an  am- 
ernandez.  She  lauds  Coronado's 
3ls,  which  have  an  impressive  rec- 
ege  placement. 

EANINGS.  Her  strategy  has  proved 
success.  The  family  has  left  the 
lind  and  lives  in  what  Annie  calls 
liddle-class"  house.  She  is  proud 
hildren  are  firmly  on  the  college 
:  she  regrets  that  when  she  talks 
Idren  in  Spanish,  they  usually  an- 
nglish.  And  her  hopes  for  her  17- 
3n,  Joe  Jr.,  were  shaken  last  year 
high  school  girlfriend  became 
with  Joe's  child. 

dez,  who  had  wanted  her  son  to 
mse  in  veterinary  medicine,  re- 
ermined  to  push  him  through  at 
years  of  college.  But  while  keep- 
ye  on  the  mainstream,  she  also 
at  her  baby  granddaughter  will 
)ilingual. 

By  Stephen  Baker  in  El  Paso 


THE  'YOUNG  OLD' 


FORGET  THE 
ROCKING  CHAIRS 


It's  a  good  time  to  be  old  in  America. 
Not  only  is  Social  Security  solvent, 
but  the  work  force,  swollen  with  pro- 
ductive baby  boomers,  is  also  well  able 
to  support  retirees  right  into  the  next 
century. 

It's  not  that  the  old  are  I'ich.  As  life- 
spans lengthen,  some  very  elderly  peo- 
ple in  their  80s  and  beyond — most  often 
widows — must  fight  illness  and  infirmity 
while  living  on  small  Social  Security 
checks.  But  a  new  cohort  of  retirement- 
age  Americans  is  emerging,  often  called 
the  "young  old." 
Comprising  the  ear 
ly-retirement  crowd 
and  those  in  their 
70s,  this  group  is 
healthier  and  wealth 
ier  than  those  who 
have  come  before. 

Indeed,  with  their 
paid-off  houses,  sav- 
ings, and  inflation-in- 
dexed Social  Security 
payments,  man> 
young  old  are  doing 
far  better  than 
America's  children. 
Of  people  age  60  to 
72,  only  1  in  10  is 
poor.  But  among 
children,  one  in  five 
is  growing  up  in  poverty,  compared  with 
only  14%  in  1969.  Federal  expenditures 
for  the  elderly  are  three  times  what  they 
are  for  kids.  And  earlier  retirement, 
combined  with  longer  life  expectancy, 
means  that  America's  young  grays  may 
draw  pensions  for  nearly  as  many  years 
as  they  earned  paychecks. 

These  developments  have  led  to  talk 
of  intergenerational  tensions  to  come  or 
at  least  shifts  in  public  spending.  But 
don't  bet  on  war  in  the  1990s. 
GOODIE  BAG.  True,  fights  are  brewing 
over  who  should  pay  for  health  care  for 
the  old.  And  Social  Security  funds  can 
look  like  a  goodie  bag  to  politicians 
faced  with  shrinking  social-service  fund- 
ing and  expanding  needs.  Still,  "inter- 
generational conflict  is  a  topic  of  media 
conversation  more  than  anything  else," 
says  Hugh  Heclo,  a  political  analyst  at 
George  Mason  University.  "The  lines  of 
cleavage  aren't  that  neat." 

Indeed,  basic  public  support  for  se- 
niors has  come  to  be  viewed  as  an  in- 
alienable part  of  the  social  compact.  Re- 
allocating public  funds  in  theory  is  one 
thing;  cutting  off  grandpa's  check  is  an- 
other. According  to  the  Daniel  Yankelo- 
vich  Group  Inc.,  a  market  research  firm, 
surveys  show  that  baby  boomers  don't 


want  their  parents  to  move  in  with  them, 
even  if  the  cost  of  retiree  independence 
is  higher  taxes.  The  elderly  express  a 
strong  desire  to  live  on  their  own  when 
possible,  too — and  they  have  the  political 
clout  and  time  to  advance  their  case. 
HELP  WANTED.  Far  from  seeking  to  slash 
social  supports,  many  in  the  "sandwich 
generation,"  who  have  their  hands  full 
raising  kids,  will  be  lobbying  for  extra 
help  in  the  1990s  to  take  care  of  aging 
relatives.  With  most  middle-age  women 
in  the  paid  work  force,  "eldercare"  will 
be  a  hot  corporate  benefit  right  along- 
side child  care.  And  expect  an  explosion 
of  private  services  for  the  oldest  elderly 
at  home:  paid  homemakers,  nurses,  com- 
panions, shoppers,  and  home  delivery. 
Who  will  provide  these  services?  Ris- 
ing demand  should 
perk  up  wages, 
bringing  in  fresh  re- 
cruits— but  short- 
ages of  personnel 
for  new  service  roles 
still  are  widely  pre- 
dicted, even  though 
immigrants  will  take 
up  some  of  the  slack. 
That  will  exacerbate 
labor  shortages  al- 
ready looming  in  oth- 
er fields. 

Ironically,  the 
young  old  them- 
selves may  represent 
a  ray  of  hope.  Some 
companies  are  rehir- 
ing their  retirees  or 
helping  them  find  jobs.  Combustion  En- 
gineering Inc.,  for  example,  has  started 
a  job  bank  to  bring  back,  on  a  contract, 
contingent,  or  project  basis,  skilled 
workers  lost  through  early  retirement 
over  the  past  few  years. 

Still,  despite  social  pressure  to  work 
longer  and  growing  interest  in  retirees 
by  some  employers,  the  1980s'  trend  to- 
ward early  retirement  shows  no  sign  of 
abating.  In  1988,  only  557'  of  men  over 
65  were  working  full  time,  compared 
with  65%  20  years  before.  One  reason, 
says  Rand  Corp.  sociologist  Linda  J. 
Waite,  is  that  financial  disincentives  to 
working  longer  are  built  into  many  pri- 
vate pension  systems.  That,  she  sug- 
gests, is  a  way  of  effectively  reducing 
pay  and  costs  to  the  organization  as  a 
worker's  productivity  typically  drops. 
Opinion  polls,  meanwhile,  show  that 
most  elderly  aren't  eager  to  return  to 
the  rat  race. 

But  beside  traditional  jobs,  the  part- 
time  and  contingent  jobs  cropping  up  ev- 
erywhere are  attractive  to  this  group. 
Already,  more  over-65s  are  taking  part- 
time  jobs:  45%  of  men,  compared  with 
35%  in  1968,  and  Q0%  of  women,  up  from 
50%,  according  to  the  Labor  Dept. 
Certainly,  a  retirement  age  of  65  looks 
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Answers. 


desktops. 
They  have  awesome 
power,  blinding  speed, 
and  unequaied  expan- 
sion capabilities. 
There  is,  however,  one 
important  element 
missing-a  handle. 
Making  an  excellent 
case  for  the  NEC 
ProSpeed  386  modular 
PC.  Engineered  with 
all  of  the  above  and 
something  quite 
extraordinary -an 
innovative  Docking 
Station'"  feature.  No 
longer  will  you  have 
to  hook  and  unhook 
peripherals,  phone 
lines  or  cables  each 
time  you  leave  the 
office.  Simply  slide  the 
laptop  out  of  the  mod- 
ule and  then  simply 
slide  out  of  your  office. 


Answers. 


One  of  the  l)iggest 
problems  facing 
business  people 
today  is  power.  Or 
to  he  more  precise, 
the  lack  of  it. 
Enter  the  NEC 
ProSpeed  "  286. 
the  most  powerful 
286  laptop  you 
can  buy.  Running 
at  16MHi  with  up 
to  5MB  of  RAM  and 
up  to  100MB  hard 
disk,  it 's  capattle 
of  handling  the 
most  dennuidi ng 
n  pjil  teat  ions 
Include  the  fad 
that  it  has  NEC's 
paper-white  screen 
with  VGA  resolution, 
and  you  'II  discover 
that  it  not  only 
offers  gun  mure 
power,  hut  the 
power  to  see  things 
more  clearly. 


'iOO-826-2255  for  literature  and  l-800-FONE-NEC  for  technical  advice.  In  Canada,  call  1-800-268-3997. 
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WHO'S  MINDIHG  THE  KIDS?  THIS  'GRAHDMA,'  FOR  OHE 


Lillian  Wise,  73,  tells  people  she 
has  20  grandchildren — or,  some- 
times, 22  or  23.  The  number  de- 
pends on  the  day's  enrollment  at  the 
Magic  Years  Infant  &  Child  Care  Cen- 
ter in  San  Francisco.  Wise,  who  has 
two  sons  but  no  biological  grandchil- 
dren, has  worked  at  the  center  as  a 
"grandmother"  for  six  years  under  a 
government-supported  program  that 
pays  her  $2.20  an  hour  and  includes 
lunch  and  a  free  pass  for  city  buses. 

Each  morning  at  nine,  she  arrives 
for  her  four-hour  shift,  helping  five 
other  staffers  supervise  the  children. 
Magic  Years,  which  has  been  operating 
since  1976,  says  having  older  people  on 
staff  is  one  of  its  program's  strengths. 
If  a  child  feels  sick  or  cranky,  "Grand- 
ma Lillian"  provides  extra  comfort. 
She  sings  along  during  music,  cuts 
cardboard  cartons  or  construction  pa- 
per into  toys,  and  reads  books  to  pre- 
schoolers nestled  in  her  lap.  She  is  so 
dedicated  to  her  young  charges  that  in 
her  free  time.  Wise  sketches  "gradua- 
tion" cards  for  the  preschoolers  leav- 
ing the  program.  "May  all  your  years 
be  truly  magic  ones,"  she  writes  inside. 
A  LIFT.  Wise  worked  in  a  retail  store  in 
Rochester,  N.  Y.,  before  moving  to  Cal- 
ifornia, where  she  married  a  taxicab 


■WISE:  FOR  $2.20  AN  HOUR  AND  A  BUS  PASS, 


driver.  She  stayed  at  home  to  take  care 
of  her  two  boys  when  they  were 
young.  Her  marriage  ended  in  divorce. 
Wise  worked  as  a  teacher's  aide  until 
she  decided  that  the  full-time  job  at  a 
Chinatown  elementary  school  had  be- 
come too  demanding. 

Although  she  has  arthritis  and  get- 
ting around  can  be  painful.  Wise  gets  a 


lift  from  her  work.  Three  years  agi 
she  underwent  surgery  after  a 
During  her  recovery,  her  "grandchij 
dren"  visited  her  at  home,  bringin 
handmade  gifts.  Wise  says  that  helpe} 
get  her  off  her  walker  and  out  of  t 
house  in  a  hurry.  "This  is  my  therapy 
she  says.  "I  feel  wanted  and  needed 
By  Alice  Z.  Cuneo  in  San  Francisi 


increasingly  arbitrary,  now  that  life  ex- 
pectancies stretch  into  the  80s.  For  Hel- 
en Axel,  executive  director  of  the  Con- 
ference Board's  Human  Resource 
Program  Group,  the  1990s  may  be  the 
decade  when  the  new  realities  hit  home. 
"It  hasn't  yet  registered  that  at  55  you 
may  be  living  another  30  years,"  she 
notes.  "Do  you  really  want  to  be  out  of 
the  work  force  that  long?  Can  you  af- 
ford it?"  Can  society? 

Moreover,  paid  labor  isn't  all  the  ac- 
tive elderly  have  to  offer.  Some  observ- 
ers suggest  that  America's  over-55s 
could  emerge  as  a  key  link  in  the  social 
nexus  of  the  1990s.  Certainly,  the  young 
old  have  nuich  to  contribute  to  a  society 
that  needs  a  lot  of  help. 
'MENTOR  GENERATION'?  One  view  that 
has  wide  support  notes  that  some  old 
folks  who  love  kids  and  don't  need  a 
hefty  paycheck  would  be  naturals  as 
child-care  workers,  who  are  now  scarce. 
Or  young  seniors  could  offer  to  the  very 
old  companionship,  home  care,  and  help 
in  managing  their  financial  affairs.  And 
communities  across  the  map  are  crying 
for  volunteers  now  that  most  middle-age 
women  are  earning  paychecks. 

Susan  M.  Chambre,  a  Baruch  College 
sociologist,  points  out  that  the  elderly 


already  serve  as  a  rich  resource  for  such 
community-service  needs.  In  1987,  40'/' 
of  all  Americans  65  to  74  were  either 
volunteering  in  organizations  or  infor- 
mally helping  others  on  a  regular  basis. 
In  1965,  says  Chambre,  only  1  in  10  vol- 
unteered. In  part,  the  surge  is  a  result 
of  organized,  government-sponsored  pro- 
grams for  older  volunteers,  she  says. 
But  the  American  Association  of  Retired 
Persons,  with  26  million  members,  has 
also  pushed  the  notion  hard.  And  Cham- 
bre believes  that  many  of  today's  young 
old  have  simply  continued  habits  of  vol- 
unteering that  they  have  had  through- 
out their  lives. 

Alan  Pifer,  director  of  the  Southport 
Institute  for  Policy  Analysis,  a  Connecti- 
cut think  tank,  dreams  of  still  more  for 
the  young  old:  He  sees  a  "mentor  gener- 
ation" that  would  help  solve  "general 
social  problems  and  improve  cultural 
standards."  One  obvious  area  for  their 
contributions  is  education. 

The  stereotype  of  the  retiree  still  in- 
cludes golden  years  on  the  golf  greens. 
But  surveys  show  that  the  Sun  City  life- 
style has  lost  its  charm  for  many.  If 
their  energy  is  harnessed  and  rewarded, 
retirees  could  redefine  old  age  for  gener- 
ations to  come. 


■COMMUNITIES 


MOVING  OUT 
TO  THE  CITY 


Ei 


I  very  era  has  its  own  ideal  plac 
For  turn-of-the-century  America) 
lit  was  the  small  town  of  Fourth 
July  parades  and  corner  drug  stores.  I 
cities  lured  immigrants  and  farm  wo: 
ers.  After  World  War  II,  the  new  midi 
class,  flush  with  Federal  Housing  I 
ministration  loans  and  boom-time  pi 
checks,  flocked  to  suburbs  of  tr; 
houses  and  backyards.  Now,  as  t 
baby-boom  generation  sets  its  tempi; 
on  the  times,  it  is  forging  its  c 
places — call  them  new  centers — tl 
fuse  elements  of  the  earlier  forms. 

Americans  continue  to  gravitate 
ward  large  metropolitan  areas  but  not 
the  biggest  central  cities  themselv 
The  demand  for  affordable  housing,  c 
porate  space,  and  pleasant  surroundirl 
has  fertilized  far-flung  "exurbs"  beyo 
commuting  range  to  core  cities.  Th( 
factors  also  have  energized  new  regioi 
centers  such  as  Charlotte,  N.  C,  El- 
lington, Vt.,  Salt  Lake  City,  and  Na!- 
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150  cities 
in  18  countries 
on  4  continents 
have  one  thing 
in  common: 


Us. 


We're  called  TYans  World  Airlines. 

But  don't  take  the  "world"  part 
too  literally.  Because  even  though  we 
fly  to  cities  all  over  Europe  and  the 
Middle  East,  we're  not  just  an  inter- 
national airline. 

The  TWA  network  includes 
over  125  cities  in  the  US.  alone. 

And  that  number  is  growing  all 
the  time. 


So,  whether  your  travel  plans 
take  you  across  the  country  or 
across  the  ocean,  fly  with  the  airline 
that's  equally  at  home  both  here 
and  abroad.  Call  your  travel  agent, 
or  TWA  at  1-800-221-2000. 


Today's  TWA 


Find  out  how  good  we  really  aref 


le  New  America 


ville.  More  livable  than  the  biggest  cit- 
ies, such  communities  offer  access  to 
nature  as  well  as  the  choices  and  ameni- 
ties of  an  urban  area.  Meanwhile,  tradi- 
tional suburbs  are  becoming  urbanized. 
SUNBELT  GROWTH.  Much  of  the  activity 
is  ttiking  place  in  the  South  and  West. 
Despite  the  economic  resurgence  of  the 
Northeast  in  the  past  decade,  Sunbelt 
communities  have  absorbed  virtually  all 
U.  S.  population  growth  since  1970.  The 
flow  of  job-seekers,  retirees,  and  busi- 
nesses from  the  North,  and  of  Asian  and 
Latin  immigrants,  all  of  which  have  sus- 
tained that  growth,  shows  no  sign  of 
weakening  in  the  1990s. 

But  all  over  the  U.  S.,  exurbs  will  con- 
tinue to  expand.  Such  communities  al- 
ready often  provide  more  jobs  than  do 
the  central  cities.  It's  not  just  shopping 
malls,  either.  Over  the  past  10  years, 
corporations  have  raced  to  create  new 
jobs  in  finance  and  other  business  ser- 
vices in  such  places  as  northern  West- 
chester County,  N.  Y.;  U.  S.  Route  1 
near  Princeton,  N.  J.;  and  Santa  Clara 
County,  south  of  San  Francisco  Bay. 

Such  exurban  agglomerations  of  of- 
fice, retailing,  and  housing  developments 
represent  a  new  kind  of  community,  one 
that  more  closely  resembles  the  big  city 
than  it  does  the  classic  "bedroom"  sub- 
urb, where  residents  commute  to  an  ur- 


ban downtown.  Like 
the  older  cities  they 
are  supplanting, 
they  offer  residents 
such  amenities  as  art 
galleries,  theaters, 
sports  teams,  and 
chic  restaurants. 
"Cities  are  the  civi- 
lizing force  in  human 
history,"  says  Hugh 
Heclo,  a  professor  of 
public  affairs  at 
George  Mason  Uni- 
versity in  Fairfax, 
Va.  "But  must  they 
be  the  huge  cities  in- 
herited from  the  in- 
dustrial revolution?" 

Resoundingly,  Americans  say  no.  But 
the  new  centers  are  grappling  with  new 
problems:  Commercial  rents  are  skyrock- 
eting, old  roads  must  be  widened,  and 
inadequate  public-transit  systems  keep 
service  workers — who  can  afford  neither 
to  live  in  the  area  nor  own  cars — in  short 
supply. 

Sleepy  local  governments  will  have  to 
grow  up  fast  to  raise  revenues  and  pro- 
vide services.  Ten  years  ago,  Burling- 
ton's government  provided  residents 
with  police  and  fire  protection  and  little 
else.  Now,  as  the  town  expands,  city  hall 


is  charging  loc 
businesses  for  par 
ing  space  and  sew 
hookups,  while  ra 
ing  taxes  and  usii 
federal  aid  to  fu 
homeless  sheltei 
affordable  housin 
and  job  training. 

NEW  LINKS.  To  sol 

their  problems,  co 
munities  may  ha 
to  form  unaeci 
tomed  political  linl 
The  1990s  may 
the  emergence  of 
new  kind  of  regioi 
politics.  One  mo( 
may  be  Southe 
California,  where  the  South  Coast  1 
Quality  Management  District  has  si 
planted  four  counties  and  the  City 
Los  Angeles  in  setting  environmen 
policy  into  the  next  century. 

While  addressing  urban  issues,  rt 
dents  of  the  new  centers  also  will  C( 
front  the  problems  peculiar  to  suburt 
These  days,  suburbs  don't  work  as  w 
as  they  did  when  most  women  w( 
home  to  collect  kids  from  school,  est; 
lish  social  links  in  communities  with 
town  center,  maintain  single-fam 
homes,  and  coordinate  far-flung  servi( 


HE  RAN  AWAY  FROM  IT  ALL—BUT  IT  ALL  FOLLOWED  HIM 


When  Walter  H.  Shapiro  decid- 
ed in  the  mid-1960s  to  trade 
his  Charlotte  (N.  C.)  home 
for  the  tranquility  of  the  nearby  coun- 
tryside, the  intersection  near  his  new 
house  didn't  even  have  a  stoplight. 
Now,  the  63-year-old  marketing  consul- 
tant and  his  wife  find  themselves  in  a 
sprawling  suburb,  surrounded  by  sub- 
divisions and  shopping  centers.  With 
the  population  of  metropolitan  Char- 
lotte approaching  1  million,  up  to 
70,000  cars  whiz  through  that  once-qui- 
et intersection  during  rush  hour.  "We 
were  leaving  it  all  behind,"  says  Sha- 
piro. "Now,  we've  been  invaded." 

Charlotte's  growth  has  been  un- 
even— and  sometimes  uncontrolled. 
Thanks  to  North  Carolina's  liberal 
banking  laws,  Charlotte  has  turned 
into  America's  sixth-largest  banking 
city.  The  number  of  jobs  in  Mecklen- 
burg County,  which  includes  Charlotte 
and  its  immediate  suburbs,  has  grown 
31%,  to  282,420,  in  the  [)ast  10  years. 
Recently,  Home  Savings  of  America 
opened  a  mortgage  processing  center 
that  could  employ  hundrt- )  ■  more. 

But  despite  continuing  fforts  to 
lure  more  business  downtow  growth 


I  NOW  SURROUNDED  BY  SUBURBAN  SPRAWL,  SHAPIRO  MAY  MOVE  FARTHER  OUT 


keeps  heading  south,  out  into  what 
used  to  be  the  boondocks.  And  along 
with  the  office  complexes  have  come 
pollution,  traffic  jams,  and  other  by- 
products of  fast  development.  Some 
people  who  bought  into  the  new  subdi- 
visions found  there  wasn't  enough  wa- 
ter during  the  morning  "shower  hour." 
Shapiro,  president  of  the  Southeast 


Coalition  of  Neighborhood  Assns.,  d 
plores  the  "wanton,  reckless  coun 
commission"  and  lobbies  local  poll 
cians  to  pay  more  attention  to  zonii 
and  land  planning.  In  the  meantime, 
has  a  more  radical  solution  to  his  par 
dise  lost:  He's  considering  anoth 
move,  farther  out  in  the  country. 

By  Dean  Foust  in  Charloi 


indiv 


■it 


150  BUSINESS  WEEK/SEPTEMBER  25,  1989 


THE  NEW  AM 


Arlhur  I  Miiriihi/ 

Offner.  Real  hitate 
Sutuitomo  Trust 


I  was  recruited  by  Sumitomo  Trust  out  of  college  almost  two  years  ago.  ;*  While  many  of  my  class- 
mates joined  the  obvious  money-center  banks,  1  was  impressed  by  Sumitomo  Trust's  aggressive 
business  strategy  in  the  United  States.  ;»  I  work  closely  with  both  Japanese  and  American 
colleagues  and  interact  frequently  with  senior  management.  We  take  a  team  approach,  but 
individual  views  count.  It's  a  working  environment  that  benefits  us  and  our  clients.  The  bank 
wants  to  make  real  inroads  into  the  U.S.  market— and  we're  succeeding. 

Sumitomo  l^ust 

^  Banking  Co.,  Ltd. 


We  speak  a  universal  language:  finance 


Sumitomo  Trust  &  Banking  Co.,  Ltd,  New  York  Branch;  212-326-0600.  Los  Angeles  Agency:  213-629-3191 
Sumitomo  Trust  &  Banldng  Co.,  (U.S.A.)  212-326-0500 
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and  institutions.  Today's  two-paycheck 
or  single-parent  households  impose  far 
more  complicated  logistics — multiple 
commutes,  child  care,  errands  done  on 
the  fly,  off-hour  house  repairs,  evening 
parent-teacher  conferences.  Better  mass 
transit  has  been  proposed  as  one  solu- 
tion to  growing  exurban  congestion.  But 
the  new  family  dynamics  make  it  even 
more  difficult  to  entice  commuters  out 
of  their  cars. 

Still,  change  is  coming  to  the  suburbs 
in  the  form  of  new  in-home  and  shop- 
ping services,  longer  school  days,  and 
later  doctors'  hours.  In  the  1990s,  ad- 
vanced telecommunications  should  re- 
duce the  need  for  companies  to  cluster 
and  workers  to  commute.  And  feminist 
author  Betty  Friedan  predicts  that  in  the 
1990s,  "we  will  see  new  designs  of  archi- 
tecture and  community  for  the  new 
kinds  of  families  or  for  people  living 
alone — not  for  the  family  of  nostalgia." 
Communal  kitchen,  anyone? 

But  the  biggest  challenge  posed  by 
the  success  of  the  new  centers  is  what 
to  do  about  those  left  behind.  The  in- 
come differences  between  the  exurbs 
and  the  center  cities  are  widening,  as  are 
the  racial  and  educational  differences. 
BLEEDING  JOBS.  As  corporations  spread 
out  into  the  outer  rings  of  the  metropo- 
lis, many  of  the  largest  cities  face  a 
continuing  hemorrhaging  of  jobs,  tax 
dollars,  and  people.  Those  forces  only 
exacerbate  the  growing  social  pathology 
of  the  inner  cities,  raising  the  specter  of 
the  once-great  cities  as  abandoned, 
burned-out  congregations  of  the  poor, 
the  sick,  and  the  homeless.  Indeed,  one 
reason  older  cities  cannot  solve  their 
problems  is  that  their  destinies  are  inter- 
twined with  larger  regional  entities. 

The  draw  of  the  brightest  lights,  of 
course,  dies  hard.  Traffic-choked,  smog- 
poisoned  Los  Angeles  still  gained  a  mil- 
lion new  residents  in  the  1980s.  The 
growth  of  financial,  information,  and 
specialized  technical  services  has 
brought  a  dynamic  sector  of  young, 
highly  jjaid  professionals  to  such  places 
as  New  York,  Philadelphia,  and  Pitts- 
burgh. They  have  revitalized  some  older 
urban  neighborhoods  and  made  of  them 
places  to  raise  families  again. 

But  Saskia  Sassen-Koob,  Columbia 
University  urban  affairs  specialist,  be- 
lieves that  the  urban-))rofessional  trend 
may  have  peaked.  And  Harvard  Univer- 
sity economist  Robert  B.  Reich  thinks 
such  upscale  urbanites,  comprising  a 
small  fraction  of  America,  are  simply 
constructing  highly  privatized  cocoons 
for  the  1990s  that  won't  improve  their 
cities  as  a  whole.  The  same  might  be 
said  of  the  much  ballyhooed  remodeling 
of  urban  cores  into  successful  recreation 
areas  a  la  Boston's  Quincy  Market. 


Such  enclaves,  surrounded  by  urban 
ghettos,  are  inherently  unstable.  As  Tom 
Wolfe's  1987  best-seller.  The  Bonfire  of 
the  Vanities  points  out,  the  lives  of  the 
poor  and  resentful  beyond  the  walls  ulti- 
mately touch  those  of  the  privileged 
within  them. 

Urban  policy,  as  America  looks  to  a 
new  century,  is  in  as  sad  a  state  as  the 
inner  cities  themselves.  Brookings  Insti- 
tution economist  Alice  M.  Rivlin  ques- 
tions the  usefulness  of  both  liberal  "im- 
prove-the-ghetto"  efforts  and  the 
conservative  enterprise-zone  idea.  In- 
stead, Rivlin  argues,  "we  ought  to  come 
to  a  positive  policy  about  moving  poor 
people  out  of  cities,  where  everything's 
so  bad."  Unless  pushed  to  do  so,  the 
prosperous  new  centers  of  the  1990s  are 
unlikely  to  take  them  in. 


I  CORPORATIONS 


THE  PASSWORD 
IS  'FLEXIBLE' 


In  late  20th  century  America,  few  in- 
stitutions are  as  adaptable  as  the  cor- 
poration. Committed  to  profit  and 
self-preservation,  it  survived  the  intense 
international  competition  of  the  1980s  by 
massive  cost-cutting  and  layoffs. 

The  1990s  call  for  new  strategies.  And 
two  key  changes  are  afoot.  New  technol- 
ogy and  methods  of  production  are 
transforming  work  and  the  workplace. 
Meanwhile,  the  relationship  between  cor- 
porations and  their  employees  is  chang- 
ing in  dramatic  ways.  As  the  quality  of 
the  labor  force  grows  more  crucial,  com- 
panies will  be  providing  whatever  is 
needed  to  improve  productivity — wheth- 
er it's  child  care  or  drug  treatment,  ad- 
vanced training  or  literacy  programs. 

Enlightened  U.  S.  businesses  in  every 
industry  are  already  reconfiguring  into 
new  organizational  forms — far  less  bu- 
reaucratic, hierarchi- 
cal, and  static.  The 
threat  of  low-cost, 
high-quality  imports 
forces  manufactur- 
ers to  produce  in 
sm.all  lots  and  re- 
spond quickly  to  cu.s- 
tomers.  Often,  this 
move  to  flexible  pro- 
duction also  brings  a 
shift  to  more  fluid 
work  practices  and 
incentives  that  em- 
phasize initiative  and 
problem-solving 
rather  than  rote  per- 
formance. 
Team-based  pro- 


duction is  beginning  to  replace  conv 
tional  systems  in  aerospace,  autos,  el 
trical  equipment,  food  processing,  a 
other  industries.  Still,  a  1987  survey 
476  large  companies  by  the  U.  S.  Gene 
Accounting  Office  showed  that  w 
277f  were  using  work  teams,  these  u 
ally  involved  less  than  a  fifth  of 
employees.  The  problem:  Converting 
teams  requires  "a  fundamental  redesi 
of  the  entire  organization,"  says  Edw 
E.  Lawler  III,  an  organizational  beh 
ior  expert  at  the  University  of  South 
California.  Such  retooling,  it  wo 
seem,  lies  ahead. 
BLURRED  BOUNDARIES.  Advancing  CO 
puter  technology  is  also  changing 
nature  of  white-collar  and  service-sec 
work.  Many  formerly  fragmented  tas 
are  being  converted  into  jobs  requiri: 
multiple  skills.  Computer  networks,  in 
grating  diverse  functions,  also  requ 
employees  who  can  work  as  a  tea 
more  often  on  projects  than  on  tasl 
This  will  speed  the  evolution  to 
leaner,  less  hierarchical,  more  cost-effi 
five  organizations.  Already,  many  co 
panies  have  eliminated  management 
ers  and  blurred  the  once-sharp  divis 
between  manager  and  worker.  Lar 
manufacturing  plants,  typically  m; 
aged  by  five  or  six  layers  in  the  197 
now  do  with  three  to  four,  Lawler  not 
At  the  same  time,  project-oriented 
computer-based  tasks,  from  data  en1 
to  management  consulting,  can  and 
being  done  in  small  field  offices  or 
of  employees'  homes.  That  trend  is  w 
coined  by  workers  whose  search  for 
fordable  housing  has  led  them  far  fr( 
central  offices  or  who  need  more  flexil 
schedules  to  balance  family  and  w( 
responsibilities. 

The  shift  to  more  complex,  proje 
type  jobs  should  suit  well-educated  ba 
boomers,  who  are  demanding  broa( 
responsibilities  at  work  as  they  age.  I 
many  workers,  particularly  youn| 
ones,  are  deficient  in  computer  liten 
or  even  basic  w( 
skills,  which  pla 
new  pressure  on  c 
porations  to  edue 
labor.  The  produe 
ity  payoffs  fr 
technology  may 
lost,  says  Stanfi 
University  econon 
Paul  A.  David, 
there's  substani 
underinvestment 
training  people." 

This  cost-cutti 
era  has  sever 
hurt  training  p 
grams.  A  long  per 
of  corporate  restr 
turing  has  den 
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ViLf  President.  Lmti  Aiimmtstratwn 
Sumitomo  Trust,  Nnv  York 

When  I  joined  Sumitomo  Trust  in  1985,  it  was  basically  an  institution  with  Japanese  officers  and 
an  American  administrative  staff.  ;*  Today,  the  percentage  of  American  officers  is  actually  more 
than  60%.  We're  combining  the  stick-to-it  attitude  and  team  spirit  of  Japan  with  the  ingenuity  of 
America,  i*.  And  we're  pretty  happy  with  the  results.  .»  So  are  our  clients.  There's  a  lot  to 
say  about  our  approach  to  business  and  the  operations  which  support  our  activities.  ^*  We'll  be 
telling  you  more  soon. 

Sumitomo  Trust 

&>  Banking  Co.,  Ltd, 

We  speak  a  universal  language:  finance 

Sumitomo  Trust  &  Banking  Co.,  Ltd,  New  York  Branch:  212-326-0600.  Los  Angeles  Agency:  213-629-3191 
Sumitomo  Trust  &  Banking  Co.,  (U.S.A.)  212-326-0500 
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AT  PAC  iEU,  9-T0-5  IF  IT  'WORKS  FOR  THE  INDIVIDUAL' 


Jim  Campbell's  office  piiis  joke  that 
they  see  him  only  ;;ayday.  But 
he's  no  shirker,  ihe  Pacific  Bell 
account  executive  has  traded  a  two- 
hour  daily  commute  to  Pac  Bell's  of- 
fices in  downtown  Los  Angeles  to  drive 
to  a  "satellite  work  center"  in  Wood- 
land Hills,  five  minutes  from  home. 

Campbell  is  one  of  a  growing  num- 
ber of  Pac  Bell  employees  with  custom- 
ized schedules.  Other  options  at  the 
phone  giant  include  staggered  shifts 
for  some  of  its  62,000  workers  and  a 
program  that  lets  managers  work  at 
home  by  telecommuting  with  personal 
computers  supplied  by  the  company. 
Pac  Bell  has  found  that  flextime  boosts 
productivity  and  job  satisfaction. 

The  company  has  set  no  limit  on  the 
number  of  employees  who  may  juggle 
their  work  hours.  Dori  Bailey,  a  Pac 
Bell  spokeswoman  in  San  Francisco, 
says  that  of  17,000  managers,  1,000 
may  be  telecommuting  at  any  one  time. 
"It's  just  what  works  for  the  individ- 
ual," she  says. 


I  CAMPBELL:  A  CUSTOMIZED  WORK  SCHEDULE  LEAVES  HIM  MORE  TIME  FOR  HIS  SONS 


Flextime  works  for  Campbell,  who 
spends  several  days  a  week  in  the  sat- 
ellite office.  A  single  father  of  four 
sons,  Campbell  can  drop  them  off  at 
school  and  be  in  the  office  by  8  a.m. 


And  if  there's  an  emergency,  he  saj 
"I  can  go  on  voice  mail,  run  my  sJ 
over  to  the  doctor,  and  be  back  in  t| 
office  without  losing  the  whole  day. 

By  Scott  Smith  in  Los  Angeh 


ished  the  notion  of  lifetime  employment. 
As  employers  seek  ways  to  cut  person- 
nel outlays,  some  are  slashing  medical 
benefits.  Others  have  discharged  a  vari- 
ety of  workers,  from  executives  to  jani- 
tors, who  may  now  work  for  their  old 
companies  on  a  contingent  basis — often 
without  benefits.  "Companies  want  few- 
er obligations  to  their  employees,  not 
more,"  says  Michael  J.  Piore,  an  econo- 
mist at  Massachusetts  Institute  of  Tech- 
nology. 

But  they  can't  avoid  obligations  alto- 
gether, for  a  simple  reason:  the  chang- 
ing demographics  of  the  work  force.  A 
shrinking  pool  of  entry-level  employees, 
and  a  mounting  skills  crisis  among  them, 
is  already  forcing  many  corporations  to 
undertake  in-house  training  efforts  or 
even  outreach  programs  into  their  com- 
munities. In  the  1990s,  these  factors  also 
will  require  them  to  attract,  retain,  and 
integrate  "nontraditional"  workers  into 
their  organizations,  as  the  disabled,  mi- 
norities, women,  and  older  workers  be- 
come increasingly  important  resources. 
COMPLEX  LIVES.  The  new  demographics 
will  demand  more  than  broader  hiring 
and  training  policies.  In  the  1990s,  social 
costs  of  all  sorts  will  be  loaded  on  corpo- 
rations. Employers  anxious  to  keep 
women  in  their  ranks  can  ;  wait  for  gov- 
ernment to  provide  adeqiuite  day  care 
and  elder  care.  They  will  have  to  help 
employees  cope  with  long  commutes  and 
family  responsibilities  by  rethinking 
standard  work  schedules.  And  where 


employees  can't  find  affordable  housing, 
companies  will  be  pressured  to  provide 
financial  aid  or  relocate  operations. 

In  the  1990s,  as  the  baby  bust  makes 
itself  felt,  maximizing  productivity  for 
existing  employees  will  become  a  by- 
word. The  complicated  lives  of  workers, 
for  better  or  worse,  will  become  very 
much  a  corporate  affair,  with  employers 
helping  see  them  through  personal  crisis 
or  family  turmoil.  Such  assistance  will 
have  little  to  do  with  benevolence  and 
everything  to  do  with  the  bottom  line. 


■  ENVIRONMENT 


PUTTING  THE 
EARTH  FIRST 


E 


nvironmentalism  is  back  Colossal 
environmental  tragedies — Cherno- 
byl, the  Exxon  tanker  spill — have 
grabbed  headlines.  Air-quality  alerts  and 
scares  about  chemicals  in  foods  have 
brought  home  once-remote  possibilities. 
Groups  such  as  the  Sierra  Club  and  the 
National  Wildlife  Federation  have  more 
members  and  more  clout.  The  Environ- 
mental Protection  Agency  is  flexing  its 
muscles  again. 

Recent  polls  put  environmental  issues 
at  the  top  of  Americans'  social  con- 
cerns— right  up  there  with  crime,  drugs, 
and  AIDS,  and  ahead  of  the  economy, 
nuclear  war,  and  communism.  That's 


more  than  a  resurgence  of  Earth 
sentiment.  The  new  environmentalist 
broad-based  and  local— a  grass-roj 
movement  in  the  making — and  cc 
well  become  the  most  universal  and  I 
tent  political  theme  of  the  1990s. 

"There  is  a  sense  the  problem  is 
ting  physically  worse  and  that  the 
ernment  has  been  out  to  lunch  for 
last  decade,"  says  J.  Michael  McClosIl 
chairman  of  the  Sierra  Club.  Geol 
Bush  successfully  played  the  envi)| 
ment  card  in  his  1988  campaign 
promised  remedies.  But  don't  lookl 
Washington — or  for  that  matter,  to  i 
national  groups — for  new  initiatives.! 
COMMUNITY  RAGE.  The  hottest  issuejf 
the  1990s  will  be  both  broader  and  ckl 
to  home.  The  new  environmentalisnl 
suburban  homeowners  picketing  incil 
ator  plants,  cities  passing  new  antidul 
ing  and  recycling  statutes,  teenagers! 
fusing  to  use  foam  trays  in  the  sell 
cafeteria.  It  is  about  radon,  toxic-w!| 
sites,  undrinkable  water,  summer  srI 
alerts,  overflowing  garbage  dumps — I 
anger  at  the  deteriorating  quality  off 
in  one's  community. 

Some  of  the  rage,  of  course,  is  diibt 
ed  at  corporate  polluters.  On  such  isslef 
as  acid  rain,  oil  spills,  chemical  pi|ti- 
cides,  and  toxic  waste,  there  will  be  (Ik 
for  more  national  regulation.  But  Ro)rt 
N.  Stavins,  an  environmental  econoijst 
at  Harvard  University's  Kennedy  Sc'Wl 
of  Government,  argues  that  "the  enjof 
identifying  smokestack  villains 
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General  Maria^^er, 

Sumitomo  Trust  &  6flnA/n,\;  Co  .  Ltd 
New  York  Branch 


I  was  fortunate  to  be  exposed  to  international  business  early  in  my  career.  ^*  I  learned  the  impor- 
tance of  having  teams  of  people  who  work  well  together,  who  know  the  local  market  and  can  work 
across  national  borders.  In  the  United  States,  we  have  a  large  staff  of  Americans  in  important 
positions,  One  of  my  aims  is  to  increase  that  number,  i-^*  We're  building  a  unique  organization 
here.  t»  Our  top  credit  rating  makes  us  very  competitive  and  an  attractive  long-term  financial 
partner  for  American  companies. 


Suwnitowho  lA^ust 


Banking  Co.,  Ltd. 


We  speak  a  universal  language:  finance 


Sumitomo  Trust  &  Banking  Co.,  Ltd.  New  York  Branch:  212-326-0600.  Los  Angeles  Agency;  213-629-3191  Chicago  Representative  Office:  312-993-3400 
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passed."  Echoing  a  Pogo  sentiment  of 
the  1960s,  he  says,  "In  the  '80s,  we've 
discovered  the  enemy— and  it's  us." 

As  that  discovery  takes  hold,  environ- 
mentalism,  until  now  the  cause  of  rich, 
white  America,  could  cross  class  as  well 
as  regional  lines.  "The  new  groups  .don't 
see  themselves  as  protecting  the  envi- 
ronment— they're  protecting  their  homes 
and  communities,"  says  Donald  K.  Ross, 
director  of  the  Rockefeller  Family  Fund, 
which  donates  907'  of  its  environmental 
budget  to  state  and  local  groups.  And 
national  groups  are  forging  new  links 
with  grass-roots  activists. 

So  far,  much  of  the  local  activism  has 
involved  "nimby"  (not  in  my  back  yard) 
campaigns  over  sites  for  toxic-waste 
dumps,  incinerators,  nuclear  facilities, 
and  chemical  plants.  But  as  Americans 
cope  with  issues  close  to  home,  they  will 
increasingly  confront  questions  about 
their  own  lifestyles. 

Most  would  rather  not — preferring 
technological  "fixes"  instead,  notes  a  re- 
cent report  of  SRI  International,  a  Menlo 
Park  (Calif.)  research  firm.  But  in  the 
1990s,  it  is  likely  that  Americans  will  be 
forced  to  revise  their  notion  of  the  real 


costs  of  products 
and  convenience. 
INCONVENIENCE.  Lo- 
cal law  is  falling  into 
line.  Irvine,  Calif., 
has  banned  products 
made  from  chloroflu- 
orocarbons.  Minne- 
apolis has  skewered 
a  variety  of  plastic 
containers.  As  coun- 
ties face  rising  costs 
and  shrinking  space 
for  dumping  trash, 
they  are  embracing 
recycling.  In  Seattle, 
80%-  of  all  house- 
holds participate. 

It  will  not  be  easy 
for  a  throwaway  society  to  adjust  to 
sorting  household  trash.  Other  kinds  of 
environmentally  sound  cultural 
change — driving  less  or  doing  without 
disposable  diapers — would  be  far  more 
difficult.  But  where  needed,  some  of 
those  changes  will  be  mandated.  South- 
ern California  governments  have  drawn 
up  a  plan  to  reduce  emissions  from 
about  30%  to  more  than  80%  by  the  year 


2007.  And  corpoi 
tions  may  respond 
populist  concerns 
innovative  ways. 

Deposit  and 
fund  programs,  m 
limited  to  carbon 
ed-beverage  conta 
ers,  also  could 
extended,  rath 
painlessly,  to  otl 
nondegradable  pai 
aging  and  to  to 
lead-acid  batteri 
Higher  fees  for 
ing  such  resouri 
as  water  could 
duce  waste  and  u 
mately  reshape 
terns  of  use.  As  economist  Stav 
observes,  such  devices,  which  emphas 
decentralized  or  personal  decision-m 
ing  rather  than  mandated  behavior,  \ 
seem  increasingly  logical  in  the  1990s 
By  Elizabeth  Ehrlich,  with  Johyi  Ho 
and  Michael  J.  Mandel  in  New  York,  Da 
Castellan  in  Los  Angeles,  Antonio  N.  F 
in  Miami,  Todd  Mason  in  Dallas,  and 
reau  reports 


A  ONE-WOMAN  CRUSADE  TO  PROTECT  THE  OZONE  LAYER 


At  first,  Lynda  Draper  thought 
nothing  of  it.  A  General  Electric 
Co.  refrigerator  repairman  told 
her  to  open  a  window  when  he  replaced 
a  compressor  last  Feb.  23.  But  when 
Draper,  who  follows  environmental  is- 
sues, heard  the  hiss  of  the  refrigerant, 
she  was  alarmed.  The  Maryland  home- 
maker  protested  to  the  repairman  that 
such  chemicals  damage  the  earth's  pro- 
tective ozone  layer.  But  it  was  too  late. 

Draper,  40,  didn't  just  stand  in  the 
kitchen  and  fume.  She  pestered  the 
company.  GE  claimed  it  was  seeking  a 
way  for  repairmen  to  handle  chloroflu- 
orocarbon  (CFC)  emissions  safely.  But  in 
later  calls  to  companies  that  make  CFC- 
handling  equipment,  she  learned  that 
options  for  capturing  and  recycling  the 
gases  were  available.  She  wrote  to  GE, 
and  to  local  environmental  officials, 
that  the  company  could  do  much  more. 

Her  campaign  caught  the  attention 
of  Senator  Albert  Gore  Jr.  (D-Tenn.), 
who  has  led  congressional  efforts  to 
protect  the  ozone  layer.  After  speaking 
with  Draper,  Gore  asked  her  to  attend 
a  meeting  in  his  office  with  GE  execu- 
tives. By  August,  GE  promised  to  off- 
set the  300,000  pounds  of  eve  emissions 
from  its  compressor-replacement  pro- 
gram with  cuts  elsewhere.  Since  every 
ton  of  CFCs  released  is  believed  to 
have  an  impact  on  the  ozone  layer,  that 


I  DRAPER  PERSUADED  GE  TO  CUT  HARMFUL  GAS  EMISSIONS  BY  300,000  POUNDS 


represents  a  significant  reduction. 
KEEPING  TABS.  Draper  cut  her  teeth  as 
an  activist  a  year  earlier,  when  she 
protested  developers'  plans  to  extend  a 
road  through  her  subdivision  in  Ellicott 
City.  That  fight  continues.  Yet  while 
occasionally  contributing  to  environ- 
mental groups.  Draper  says  she  al- 
ways considered  herself  "a  passive  en- 


vironmentalist." GE  was  an  unlike 
target:  Draper's  husband,  father,  ai 
grandfather  all  worked  for  the  co 
sumer-products  giant. 

Draper  keeps  tabs  on  GE.  And  s 
means  to  keep  working  on  the  ozo 
issue;  "I  am  now  convinced  that  o 
individual  can  make  a  real  difference 
By  Vicky  Cahan  in  Washingt 
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Nowhere  But  New'&rk 
Nowhere  But  The  Pierre. 


^  Even  m  a  city  as  remarkable  as 
New  York,  there  is  only  one 
hotel  that  reaches  beyond 
the  standards  of  every  other 
renowned  hotel — because  of 
the  way  it  completely  adapts  to 
you.  That  hotel  is  The  Pierre. 

We  anticipate  your  needs  with 
a  singlemindedness  born  of 
decades  of  tradition.  It's  a  stan- 
dard that  means  no  request  is 
too  small  or  too  large.  That's 
what  a  grand  hotel  is  all  about. 
And  it  means  your  stay  here 
will  leave  you  feeling  The  Pierre 
is  exacdy  where  you  belong. 

We  invite  you  to  experience  this 
legendary  feeling  for  yourself 
at  The  Pierre.  Everything  you'd 
expect  from  a  Four  Seasons 
Hotel. 

For  information  and  reserva- 
tions call  212-838-8000, 
or  800-332-3442. 


NEW  YORK 


A  Four  Seasons  Hotel 
Fifth  Avenue  at  61st  Street 
New  York,  NY  10021 
212-838-8000 
Telex;  127426 

one  of  Ihe^eadin^Hotels  of  the^WoHd ' 
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■  THE  ECONOMY 


ECONOMIC  PROSPECTS 
FOR  THE  YEAR  2000 

SURPRISE:  WE  COULD  BE  ENTERING  THE  MOST  PROSPEROUS  DECADE  YET 
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Consider  the  facts. 
America  owes  the  world 
nearly  $600  billion — and 
the  amount  keeps  ris- 
ing. Growth  in  national 
income  is  hobbled  be- 
cause productivity  has 
been  rising  at  a  meager 
1%  a  year.  Living  standards  are  stagnat- 
ing. Meanwhile,  the  nation  is 
being  threatened  by  an  array 
of  problems:  widespread  drug 
abuse,  a  decaying  infrastruc- 
ture, an  inadequate  education- 
al system,  and  a  strained  eco- 
system. But  budgetary 
constraints  mean  that  re- 
sources won't  be  available  to 
cope  with  these  problems. 

Add  it  all  up,  and  the  pros- 
pects for  the  1990s,  according 
to  this  conventional  analysis, 
are  for  slow  growth  at  best. 
"It'll  be  a  blah  decade,"  says 
Robert  Z.  Lawrence,  economist 
at  the  Brookings  Institution. 
"Mediocre,"  concurs  David  D. 
Hale,  chief  economist  at 
Kemper  Financial  Services  Inc. 
in  Chicago. 

But  they  might  be  wrong. 
Consider  the  following  scenar- 
io: By  the  year  2000,  America's 
foreign  debt  will  total  $1  tril- 
lion. But  in  a  $12  trillion  econo- 
my, the  debt-service  burden 
will  be  less  than  Vfo  of  gross 
national  product.  The  budget 
deficit,  which  in  1986  account- 
ed for  5.27'  of  GNP  and  now 
accounts  for  2.67,  will  fall  to 
less  than  17.  Slower  labor- 
force  growth  will  boost  investment  in 
new  technologies.  Meanwhile,  thanks  to 
a  thaw  in  relations  with  the  Soviet 
Union,  the  U.  S.  military  budget  will  con- 
tinue to  shrink  as  a  share  of  GNP,  free- 
ing up  resources.  A  global  perestroika 
in  which  more  and  more  nations  em- 
brace market-oriented  policies  will  fan 
vigorous  growth,  boosting  demand  for 
U.  S.  exports. 


Of  course,  this  less  conventional  anal 
ysis  yields  a  wholly  different  outlook 
"The  1990s,"  predicts  Jerry  L.  Jordan 
chief  economist  at  First  Interstate  Ban 
corp  in  Los  Angeles,  "could  m  the  end 
be  the  most  prosperous  de-  ^.r?.: 
cade  of  the  century." 

Will  the  next  10  years 
bring  the  same  old  story 


Productivity  should  rise  as  labor 
shortages  force  employers  to  invest  in  the 
tools  workers  must  have  to  compete 


or  a  brave  new  world?  One  thing  is  for 
certain:  The  1980s  turned  out  to  be  a  lot 
better  than  most  people  had  expected. 
Ballooning  budget  and  trade  deficits 
were  supposed  to  threaten  financial  sta- 
bility. Yet  when  the  meltdown  came,  in 
the  form  of  a  508-point  crash  in  the  Dow 
Jones  industrial  average,  it  turned  out  to 
be  manageable.  The  conventional  wis- 
dom also  had  it  that  the  U.  S.  was 


doomed  to  a  long  period  of  stagnati< 
Yet  the  economy  continues  to  exhi 
strength — even  as  the  expansion  read 
the  ripe  old  age  of  seven — and  the  t\ 
dt  fit  its  aie  narrowing. 

Today,  it  looks  as  though  staHjKH 
ity  will  be  the  strength  of 
1990s,  and  that  the  sharp  i 
and  downs  of  earlier  cycles  \ 
be  absent.  In  this  more 
dictable  environment,  inve 
ment  for  the  future  will  c 
place  spending  for  today.  I 
economy  may  not  become 
cession-proof,  but  it  coi^nrfor 
come  close  to  being  shoi 
proof.  Just  as  after  the  Oc 
ber,  1987,  crash,  the  attitude 
the  face  of  a  crisis  will 
"Send  the  fire  engines  in  fi 
and  ask  questions  later," 
serves  Albert  M.  Wojnilow 
managing  director  at  Fi 
Boston  Corp.  Furthermore,  1  ,^ 
burden  of  large  failures — si  j^ji  p 
as  those  of  the  insolvent  s; 
ings  and  loan  associations — 
creasingly  is  being  "socialize 
as  taxpayers  are  being  ma  '^\^^^^^ 
to  shoulder  the  costs. 

As  the  economy  beconr 
more  resistant  to  recessi 
and  financial  shocks,  the  U 
should  have  a  strong  chance 
beating  the  growth  slowdc 
that  conventional  forecas 
predict.  DRi/McGraw-Hill  sj 
that  the  safest  forecast  is  : 
the  U.  S.  to  grow  at  a  2. 
annual  rate  in  the  1990s,  do 
from  a  2.67  annual  avera 
for  the  1980s.  In  DRi's  vi( 
the  slowdown  is  foreordained  by  an  e 
ing  in  the  growth  of  the  labor  for 
modest  capital-stock  growth,  and  oi 
minor  gains  in  productivity. 

But  what  if  productivity  grew  fas 
and  stability  boosted  investment  a 
planning  for  the  long  haul?  What  if  n 
markets  opened  up?  Then,  clear 
growth  would  exceed  these  safe  proj 
tions,  and  debts  would  be  paid  do 
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•.  DRI  itself  has  a  slightly  more 
Stic  forecast  based  on  higher  rates 
3or  participation,  capital-stock 
'n,  and  productivity.  But  even  so, 
recast  calls  for  only  a  2.6%  annual 

I  in  real  GNP. 

economic  drama  of  the  the  1990s 
,11  for  more  improvisational  moves 
!  key  economic  actors.  More  and 
these  actors  are  up  on  a  world 
where  the  script  carries  the  over- 
message  that  in  the  future,  Amer- 

II  be  one  among  equals — not  al- 
n  first  place.  Even  in  this,  though, 
-ength,  since  competitive  pressure 
1  prevent  U.  S.  industry  from 
lering  resources.  In  the  1990s, 
.mericans  respond  to  the  irresist- 
rce  of  globalization  will  determine 
fell  we  live.  Here's  how  the  key 
flic  actors  can  achieve  stronger 
1  and  usher  in  the  New  America: 

IKERS  Today' 1  economy  demands 
sople  work  with  their  brains,  not 
heir  hands.  But  the  skill  level  of 
)rk  force  isn't  rising  fast  enough, 
economists  fret,  and  that 
t  bode  well  for  produc- 
growth.  It's  true  that 
-  productivity,  especially 
services  sector,  has  been 
r  for  so  long  that  people 
it  can  ever  improve.  But 
mid-1980s,  foreign  com- 
1  lit  a  fire  under  U.  S. 
acturers,  who  shuttered 
luctive  plants  and  made 
vestments.  Manufactur- 
)ductivity  jumped, 
he  1990s,  says  Richard 
,  senior  economist  at  the 
lal  Planning  Assn.  in 
igton,  it  will  be  the  ser- 
ctor's  turn  to  get  shak- 
by  foreign  competition: 
e  don't  make  productivi- 
irovements  unless  their 
are  against  the  wall,  or 
ley  start  getting  desper- 
most  areas  of  the  ser- 
ctor  we'll  see  more  des- 
Dn."  America's  major 
;itors,  including  Japan 
est  Germany,  have  a  far 
record  in  boosting  ser- 
ctor  productivity, 
that's  not  all.  "The  very 
raphic  shift  that  people 
about — a  slower-grow- 
)or  force — contains  within  it  the 
to  give  productivity  a  nice  boost, 
ope,  where  labor  is  relatively  cost- 
vice  industries  have  concentrated 
chasing  labor-saving  technologies, 
suit,  says  Lester  C.  Thurow,  dean 
Sloan  School  of  Management  at 
Ausetts  Institute  of  Technology, 
t  productivity  in  services  has 
quite  smartly.  From  1973  to  1984, 


for  instance,  service  productivity  grew 
seven  times  as  fast  in  West  Germany  as 
it  did  in  the  U.  S.  As  labor  market  condi- 
tions change  in  the  U.  S.,  making  labor 
scarcer  and  more  expensive,  business 
might  invest  more  readily  in  productivi- 
ty-enhancing capital. 

Still  another  demographic  shift  that 
could  enhance  output  per  worker  is  the 
aging  of  the  baby  boomers.  As  workers 
become  more  experienced,  they  typically 
become  more  productive.  It  hasn't 
shown  up  yet  in  the  numbers,  "but  the 
baby  boomers  could  get  smarter,"  con- 
cedes Brookings'  Lawrence. 

■  TECHNOIOGY  It  may  not  save  us,  but 
it  sure  can  hurl  us  into  the  future.  Fiber 
optics  have  displaced  copper  wire.  La- 
sers have  revolutionized  medicine.  Old 
technologies  fall  in  and  out  of  favor, 
substitutes  are  found,  and  new  technol- 
ogies break  new  ground.  In  the  1970s, 
the  Club  of  Rome's  report,  The  Limits 


Hhe  payoff  from  the  computer  revolution 
has  yet  to  materialize,  but  a  rich  harvest  in 
high  tech  is  coming  as  computers  mature 


to  Growth,  warned  darkly  that  we  were 
running  out  of  resources,  especially  oil. 
The  price  of  oil  climbed  and  then 
plunged.  Now,  as  we  face  a  different  set 
of  limits  in  the  1990s,  technology  could 
play  a  part — as  could  some  common- 
sense  application  of  the  information  that 
technology  yields. 

The  need  for  more  environmentally 
sound  products,  for  instance,  has  the  po- 


tential to  open  up  vast  new  areas  of 
research  and  development,  as  well  as 
huge  new  markets.  Even  industries  that 
refuse  to  abandon  known  pollutants — 
citing  high  costs — can  be  expected  to 
change  their  tune  in  the  years  to  come 
as  they  encounter  rising  pressure  from  a 
louder  consumer  constituency.  Arco  Oil 
&  Gas  Co.  recently  announced  that  it 
would  start  selling  a  "cleaner"  gasoline 
that  would  reduce  emissions  by  15%,  and 
Detroit  auto  makers  are  exploring  how 
to  make  cars  cleaner  and  more  fuel-effi- 
cient in  the  1990s. 

New  technologies  aren't  necessarily 
required  to  reduce  congestion.  By  using 
existing  technology  to  track  the  flow  of 
traffic  on  the  roads  and  in  the  air,  urban 
planners  can  pinpoint  peak  usage  peri- 
ods, then  price  transportation  services  to 
smooth  out  those  peaks  and  reduce  con- 
gestion. Economists  have  long  recom- 
mended this  approach.  Now,  as  gridlock 
threatens  to  paralyze  many  major  Amer- 
ican cities  at  certain  times  of  the  day, 
peak-usage  analysis  may  get  a  hearing. 
"It  could  reduce  costs,  improve  produc- 
tivity, and  reduce  property 
costs,  since  those  are  a  func- 
tion of  the  length  of  the  jour- 
ney to  work,"  says  Roger  Ku- 
barych,  manager  of  Henry 
Kaufman  &  Co. 

While  the  U.  S.  needs  such 
down-to-earth  solutions  to  cur- 
rent woes,  it  also  needs  new 
technologies  and  the  money 
with  which  to  implement  them. 
With  greater  economic  stabil- 
ity, the  spending  might  be 
forthcoming.  Gross  investment 
now  accounts  for  10%'  of  gross 
national  product,  a  touch  high- 
er than  in  recent  years,  but 
still  well  below  that  of  our  ma- 
jor rivals.  If  fixed  investment 
in  plant  and  equipment  grew 
to,  say,  11%  or  12%'  of  GNP,  the 
technological  improvements 
"embodied"  in  that  capital 
could  trigger  significant  pro- 
ductivity increases.  "Capital  is 
the  transmission  belt  for  new 
technology,"  says  Martin  J. 
Bailey  of  the  University  of 
Maryland.  A  1%-  gain  in  invest- 
ment would  yield  just  a  couple 
of  tenths  of  a  percentage  point 
rise  in  productivity,  says  Bai- 
ley. Still,  over  the  period  of  a 
decade,  this  could  add  up. 

The  biggest  punch  in  the  overall  pro- 
ductivity rate,  though,  will  come  if  the 
billions  of  dollars  that  U.  S.  business  has 
poured  into  computers  finally  pays  off. 
After  years  of  disappointment  on  this 
score,  there's  an  understandable  inclina- 
tion to  accept  what's  past  as  prologue 
and  predict  that  anticipated  productivity 
gains  from  the  computer  revolution  will 
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''Find  us  computers  that  ivill  let  us 
do  many  jobs  at  once,  Sinkfield,  and 
it'll  he  another  feather  in  your  capV 


Howre  you  going  to  do  it? 


No  one  cwr  made  tficir  mark  in  business  bv  doing  just  one  thing 
at  a  time.  So  lo  stav  competitive,  vou  necMl  vour  computers  to  do  a 
ol  business  tasks  at  once. 

The  Genius  Of  Micro  Channel.  I  bats  wliv  IBM 

(lev<'loped  tbe  IVrsonal  System/2 "  eom[)uters  with  Micro  (ihanne 
Micro  (channel  is  like  a  multilane  highway,  so  information  can 
travel  in  lots  ol  directions  at  once.  U  ith  optional  bus  mastiM*  cardi: 
lik<'  lia\  ing  manv  c<nn[)uters  in  one.  some  managing  printers 
and  lax  machines,  another  busy  calculating  a  spreadsheet  and  ot 
working  on  graphics  or  transferring  data.  And  Micro  Channel 


Ilie: 

'Willi 
'km 


IBM  Pi-ison^l  Sy<itnfn/2  anr]  Pb/?  ah:  fegi<>ief*.vj  ifnOematks  and  Mico  Channel  and  OS/2  ate  irademarks  ol  Iniernaliunai  Business  Machines  Corporation  (9  1989  IBM  Corp 


PS/2  it! 


ill  of  this  with  remarkable  speed  and  reliability, 
ally,  a  PS/2 "  with  Micro  Channel  runs  DOS  applications, 
:ld  OS/2  to  this  equation,  and  the  benefits  of  multitask- 
n  make  you  and  your  people  even  more  productive, 
rhe  Solution  Is  IBM.  I  he  PS/2  with  Micro  Channe 
rovide  you  with  solutions  not  only  today  but  far  into 
ture.  See  your  IBM  Authorized  Dealer  or 
narketing  representative.  For  a  dealer  near  vou, 
800  lBM-2468,  ext.  139.  And  see  how  mudi 
you  can  do  when  you  PS/2  it! 
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continue  to  elude  the  U.  S.  economy. 

More  and  more,  though,  productivity 
experts  think  they  understand  why  we 
haven't  seen  those  results  yet.  By  his- 
torical standards,  computers  are  still  a 
relatively  young  technology,  only  having 
gained  widespread  use  within  the  past 
15  or  20  years.  Some  of  the  early  invest- 
ments in  new  technology  inevitably  mis- 
fire and  have  to  be  written  off,  contends 
Stanford  University  economist  Timothy 
Bresnahan.  "It's  an  R&D  activity  to 
adopt  cutting-edge  computer  equip- 
ment," says  Bresnahan.  "It's  explora- 
tion, and  there  are  going  to  be  lots  of 
dry  holes." 

And,  just  as  in  the  past  when 
new  technologies  such  as  elec- 
tricity and  steam  power  were  in 
the  early  stages  of  application, 
"the  lags  before  the  full  effect 
is  realized  are  really  quite 
long,"  says  Stanford  economist 
Edward  Steinmueller — some- 
times on  the  order  of  25  to  30 
years.  "In  the  1990s,"  Stein- 
mueller predicts,  "we're  going 
to  turn  the  corner"  and  realize 
productivity  gains  from  the 
computer  revolution.  One  of 
the  reasons  this  hasn't  hap- 
pened yet,  say  the  experts,  is 
that  there  hasn't  been  enough 
attention  paid  to  properly  de- 
signing networks  and  establish- 
ing the  appropriate  links  be- 
tween workers  and  machines. 

■  MANAGERS  Getting  the  most 
out  of  labor  and  capitiil  is  ulti- 
mately a  managerial  chal- 
lenge— and  one  that  U.  S.  man- 
agers are  only  beginning  to 
wake  up  to.  In  the  1990s,  the 
country  that  taught  the  world 
how  to  manage  is  going  to  have 
to  take  some  lessons  from  oth- 
ers. Toyota,  Nissan,  and  Honda 
have  shown  U.  S.  auto  makers 
that  it's  not  the  U.  S.  worker 
who's  most  to  blame  for  the  weak  pro- 
ductivity in  Detroit. 

Instead,  success  depends  on  how  work 
is  organized,  how  workers  are  motivat- 
ed, how  inventories  are  monitored,  and 
dozen.s  of  other  managerial  decisions.  To 
motivate  workers,  managers  may  in- 
creasing!} dangle  financial  carrots.  To- 
day, 20''''  -'f  major  companies  offer  a 
cross-sect !(  .,  of  employees  some  form  of 
"gain-shai  i;^';  '  whereby  productivity 
gains  are  v/arded,  says  Carl  Thor, 
president  ol  ■  'n:  American  Productivity 
&  Quality  C  i  t  ,te.>-.  Managers  will  also 
have  to  redesign  !,he  workplace  and  elim- 
inate layers  of  bureaucracy  to  permit 
workers  to  adapt  to  new  technologies 
more  readily.  And  as  the  American  work 


force  manipulates  information  and 
knowledge  more  than  actual  products, 
traditional  command-and-control  meth- 
ods of  spurring  the  troops  will  be  ren- 
dered obsolete,  says  management  expert 
Peter  F.  Drucker. 

Most  of  all,  though,  American  manag- 
ers will  be  rethinking  corporate  strate- 
gies. They'll  likely  be  copying  the  Euro- 
peans and  the  Japanese,  who've 
demonstrated  that  the  best  competitive 
strategy  is  to  go  for  market  share  and 
postpone  the  profit-taking. 

Dozens  of  U.  S.  companies  are  already 
proving  that  the  pursuit  of  world  mar- 
kets can  work.  Even  at  a  time  when  the 


Management  style  and  objectives  will 
change  as  U.S.  executives  concentrate  on 
grabbing  market  share  from  foreign  rivals 


U.  S.  was  losing  export  markets,  econo- 
mists Irving  B.  Kravis  of  the  University 
of  Pennsylvania  and  Robert  E.  Lipsey  of 
Queens  College  have  shown,  multina- 
tionals were  holding  their  own.  From 
1982  to  1986,  the  U.  S.  share  of  world 
manufactured  exports  dropped  from 
14.6%  to  11.7%.  (It  had  been  as  high  as 
17.1%  in  1966.)  But  U.S.  multinational 
enterprises,  by  contrast,  exporting  both 
from  the  U.  S.  and  from  their  foreign 
locations,  captured  a  steady  share  of 
17.5%  from  1966  through  "l982,  then 
grabbed  an  18.3%-  share  in  1985,  only  to 
lose  share  slightly  in  1986.  Lipsey  and 
Kravis  say  that  the  strong  performance 
of  American  multinationals  demon- 
strates that  managers  are  up  to  the 


job  of  remaining  globally  competitive 
Continued  competition  from  the  F 
East,  particularly  Japan,  as  well  as 
newed  challenges  from  a  more  integr 
ed  Europe,  will  force  U.  S.  companies 
adopt  aggressive  tactics.  Many  of  1 
mergers  now  taking  place,  and  the  si 
sequent  shedding  of  units,  says  Fi 
Boston  Corp.'s  Albert  M.  Wojnilow| 
constitute  "a  focusing  so  as  to  crei 
dominant  positions  in  certain  industriei 

■  MARKETS  &  INFORMATION  Global  finj 
cial  markets  and  the  information  th 
impart  through  price  swings  and  volu^ 
are  perhaps  the  newest  and  most  pov 
ful  players  in  the  world  ecoi 
my.  They  are  also  bringing| 
bear  new  pressures  on 
U.  S.  economy,  once  fail 
well  sheltered  from  such 
trusions. 

Some  $200  billion  in  curr| 
cy  trades  daily  on  foreign 
change  markets  around 
world.  Last  year,  $4.2  trillj 
worth  of  stock  changed  har| 
on  the  world's  major  stock 
changes.  The  growth  in  st 
markets  has  been  geometj 
as  new  technologies  and 
instruments  snare  new  bj 
ers.  What  makes  the  mark| 
so  powerful,  though,  is 
their  sheer  size  so  much  | 
their  immediacy.  Markets 
act  instantly  to  news,  and 
cause  that  news  is  wid 
available,  the  markets  hi 
become  the  world  econor 
transmitter.  Through  the 
kets,  every  policy  initiative  | 
ceives  a  judgment,  every 
tion  a  reaction. 

For  some,  this  means  tl 
the  markets,  in  the  19a" 
have  functioned  as  a  press| 
valve,  allowing  the  econc 
to  let  off  steam  and  transjl 
ing  volatility  and  swings! 


activity  from  the  real  economy  to 
financial  economy.  The  ups  and  do^j 
that  the  dollar,  the  bond  market,  and  | 
stock  market  experienced  in  the  1£ 
were  dramatically  outsized  compa 
with  the  movements  of  the  1960s,  | 
even  of  the  1970s,  when  financial  deij 
ulation  began  and  fixed  exchange  rq 
were  abandoned.  By  contrast,  the 
and  downs  in  the  real  economy  ha 
since  the  last  recession  ended  in  1^ 
become  relatively  calm. 

For  almost  everyone,  though, 
greatest  significance  of  the  global 
kets'  gathering  strength  is  that  the  n| 
kets  are  able  to  act  as  a  world  cop.  \ 
anybody  steps  very  far  out  of  line," 
First  Interstate's  Jordan,  "the  marljl 
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AT  YOUR  SERVICE, 
WORLDWIDE. 


When  dining  out  for  business  or  pleasure,  you'll  find  the  level  of  service  you've 
come  to  expect  at  these  and  other  fine  restaurants  which  welcome  the  Diners 
Glub®Card:  ,  . 


Al  Marjan  Restaurant 

Muscat,  Sultanate 
ofOman 

Eurasia 
Chicago 
Fraunces  Tavern 
Restaurant 
New  \brk 
Langan's  Brasserie 
London 

Nicholas  Nickolas 
The  Restaurant 

Honolulu  . 


Regina's 

San  Francisco 

The  River  Cafe 

Brooklyn 

San  Simeon 

Dallas 

Strings 

Denver 

Tsuruya 

Osaka,  F^oto,  Tokyo 

Venezia 

Boston 

Villa  Lorraine 

Brussels 


Atwater's 

Restaurant  &  Lounge 

Portland 

Dar  Maghreb 

Hollywood,  Palm  Springs 


®  Diners  Club  is  a  registered'' 
service  mark  of  Diners  Club  ; ' 
International  Ltd. 
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/Voiv  Kodak  copiers  have  outscored  every  other 
high  volume  copier  in  9  consecutive  Datapro* 

User  Surveys.  And  who  knows  more  about 

copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated 
in  every  Datapro  high  volurve  copier  User 
Rating,  including  every  special  merit  award  for 
overall  vendor  satisfaction.  While  others  may 
make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There 
can  be  no  higher  compliment.  No  stronger 
evidence  of  our  dedication  to  total  customer 
satisfaction.  Real  customers  are  telling 
us  that  we're  *1  in  customer  satisfaction,  in 
reliability,  in  service,  in  copy  quality. 

loin  the  Kodak  copier  family  of 
customers  who  are  not  just  satisfied,  but 
delighted.  There's  a  Kodak  copier 
designed  for  every  need,  and  now  there's 
r>  a  great  way  to  save  on  every 
Kodak  copier 

Call  for  details: 
1 800  255  3434, 
Ext.  752. 


^,s,n,anKud..k  company. 
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At  Georgia-Paidfic, 
if  the  fish  arerit  biting,  we  change  the  bait. 


\ 

/ 


With  the  largest  wholesale  distribution  network  in  the  U.S., 
Georgia-Pacific  now  markets  over  one  hundred  thousand  building 
products  across  America.  And,  not  only  do  we  fish  where  the  fish 
are  biting.  We  respond  quickly  to  what  they're  biting. 

By  decentralizing  the  management  of  our  Distribution  Centers  and 
allowing  them  to  adjust  product  lines  and  inventories  to  meet  their  local  mar- 
ket  demands,  Georgia-Pacific  can  increase  building  product  sales  and  sustain 
profits  even  when  new  construction  starts  are  down. 

This  flexibility,  along  with  key  acquisitions,  and  the  increased  distribu 
tion  of  higher  margin  specialty  products  to  the  active  repair,  remodeling  and 
additions  market,  allows  our  building  products  group  to  do  what  it  does  best. 


V 


1989  Georgia-Pacific  Corporation 
1  rights  reserved. 


Reel  in  more  business  and  ^ 

Savvy  From  the  ground  up™ 


more  profit  every  day.  GeorgiaF^cific  ^ 
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\he  world 's  financial  markets  are 
growing  more  powerful  and  increasingly 
will  police  the  global  economy 


slap  them  down  and  force  them  back 
toward  the  center.  Discipline  comes 
from  the  markets." 

When  France's  President  Francois 
Mitterrand,  shortly  after  his  election  in 
1981,  moved  to  nationalize  dozens  of  in- 
dustries, the  financial  markets  drove  the 
franc  down.  Eventually,  Mitterrand  re- 
versed himself.  Similarly,  the  markets 
have  rapped  the  U.  S.  The  stock  mar- 
ket's October,  1987,  crash,  some  econo- 
mists believe,  was  a  strong  dose  of  mar- 
ket discipline,  which  woke  up  U.  S. 
policymakers  to  the  need  to  cut  the  bud- 
get deficit  and  shrink  the  merchandise 
trade  gap. 

■  GOVERNMENT  If  the  role  of  the  mar- 
kets is  to  act  as  disciplinarian,  then  gov- 
ernment must  be  the  wayward  child.  Be- 
cause the  markets  are  constantly  casting 
a  watchful  eye  over  them,  governments 
have  to  make  sure  they  don't  misbehave. 
Their  ability  to  follow  rogue  policies — of 
one  extreme  or  another — is  carefully  cir- 
cumscribed. In  such  an  environment, 
government's  tools  of  both  fiscal  and 
monetary  policy  fail  to  carry  the  punch 
they  once  did — and  governments  are  re- 
duced to  making  adjustments  at  the 
margin. 

This  is  even  more  true  for  fiscal  policy 
than  for  monetary  policy.  Ronald  Rea- 
gan's bold  tax  cuts  of  1981  eventually 
received  the  censure  of  the  government- 
bond  market  and  necessitated  consider- 


able backpedaling  and 
"revenue-raising"  in 
subsequent  years.  The 
Gramm-Rudman  deficit 
reduction  measure, 
however  flawed  in  its 
conception  and  limited 
in  its  impact,  was  also  a 
response  to  bond  and 
foreign  exchange  mar- 
ket pressures. 

Monetary  policy  fares 
better,  but  not  by  much. 
The  Federal  Reserve 
Board  still  tries  to  fine- 
tune  monetary  policy, 
and  in  recent  months 
appears  to  have  had 
some  success  with  the 
effort.  Here  again, 
though,  it's  the  finan- 
cial markets  that  domi- 
nate by  responding  to 
policy  actions — or  by 
forcing  the  hand  of 
monetary  authorities 
when  inaction  has  been 
the  preferred  course. 

If  fiscal  and  mone- 
tary policy — the  tradi- 
tional economic  tools  of 
government — are  to  be 
so  carefully  circumscribed  in  the  1990s, 
then  what  role  will  the  federal  govern- 
ment play?  Clearly,  the  major  economic 
problems  don't  lend  themselves  to  mac- 
roeconomic  solutions.  Drug  abuse,  poor 
schools,  and  a  threat- 
ened environment  all  re- 
quire carefully  tailored 
solutions.  Even  if  it 
wanted  to,  the  deficit- 
burdened  government 
couldn't  afford  to  throw 
money  at  these  prob- 
lems. So  its  chief  role 
will  be  to  act  as  a  cata- 
lyst for  action.  That's 
what  President  Bush 
was  making  a  stab  at 
with  his  exhortations  to 
the  citizenry  to  do  their 
part  in  the  war  against 
drugs. 

As  it  focuses  on  the 
microeconomic  issues, 
the  federal  government 
likely  will  push  more 
and  more  reponsibility 
for  action  down  to  the 
grass-roots  level.  The 
federal  mandate  will 
have  to  be  clear,  howev- 
er. Otherwise,  a  situa- 
tion will  evolve  in  which 
localities  compete  as  to 
who  will  do  the  least. 
Nonetheless,  the  trend 
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toward  devolution  of  responsibility  on 
state  and  local  authorities  will  accel« 
ate.  Already,  California  is  mandatii 
strict  new  standards  to  meet  stringe 
federal  antipollution  requirements,  a 
in  the  Northeast,  eight  states  in  Augt 
announced  plans  to  set  similar  emissi 
standards  for  cars  and  light  trucks 

Government  will  exhort  business,  U 
to  do  its  part  in  meeting  the  challeng 
facing  the  economy.  The  health  care  1: 
sponsored  by  Senator  Edward  M.  Ken 
dy  (D-Mass.),  which  mandates  that  e 
ployers  broaden  employee  access 
health  care  benefits,  is  but  one  exam 
"A  huge  tab  is  being  shifted  to  b 
ness,'"  observes  Mark  L.  Melcher,  diri 
tor  of  Washington  research  for  Prudi 
tial-Bache  Securities  Inc.  "It's  alrea 
happening  de  facto  in  education  as  e 
ployers  train  workers,  and  will  be  h; 
pening  with  drug-abuse  treatmei 
health  care,  and  day  care."  Governm( 
will  begin  to  require  that  business  p 
vide  an  array  of  services  that  t 
family,  church,  and  local  communit 
once  provided. 

But  the  federal  government  will  ha 
to  play  a  far  more  important  role  on  t 
world  stage.  As  the  network  of  financ 
relationships  grows  more  intricate 
the  volume  of  trade  keeps  rising,  t 
need  for  coordinated  policies  and  ea 
communications  between  world  lead 
increases.  Indeed,  if  a  policy  is  adopt  ^ 
in  only  one  nation,  it  might  cause  inve 
ment  capital  to  flee  or  be  drawn  in,  ca 


burdened  by  deficits,  the  government's 
role  often  will  be  to  spur  private-sector 
initiatives  aimed  at  curing  social  ills 


Whether  your  company  is  smoll  and  private  or 
a  moior  corporation,  ADP  can  do  your  payroll  more 
efficiently  and  economically  than  you  or  any  other 
payroll/human  resources  service  con. 

We  can  help  you  increase  accuracy  and  produc- 
tivity and  decrease  your  output  of  time  and  money 
with  state-of-the-art  technology  that  brings  your  pay- 
roll and  human  resources  databases  together  for 
more  effective  processing. 


ADP  Can  Save  YouTime  and  Honey 

No  Matter  How  Many 
People  You  Add  To  Your  Payroll. 


Our  PC/Payroir  is  a  prime  example.  This  fully 
integrated  system  lets  you  utilize  your  own  personal 
computer  for  direct  access  to  your  payroll/human 
resources  database.  At  the  touch  of  o  key,  you  can 
input,  change,  retrieve  and  consolidate  data  quickly 
Additionally  our  Report  Writer  feature  allows 
you  to  produce  customized  payroll/human  re- 
sources reports  instantly  from  information  stored 
in  the  database. 

ADP  can  help  you  save  time  and  money  in 
so  many  aspects  of  payroll-even  payroll  tax  filing. 

Our  Payroll  Tax  Filing  service  does  all  the  work 
for  you,  including  end-of-the-year  filing,-  answering 
government  inquiries  concerning  payroll  and  tax 
iling;  giving  you  update  reports  summarizing  your 
deposit  and  filing  activity... and  assuming  full  legal 
and  financial  responsibility  for  all  work  we  do,  so 
you  can  be  assured  you'll  never  have  to  pay  a  pen- 
alty for  any  ADP  error. 

ADP  has  the  services  to  help  your  company 
save  time  and  money  on  payroll  and  human  resources, 
no  matter  how  many  people  you  employ  For  more 
information,  call  today  I  800 115-5237,  ext.  113. 


The  way  America  gets  paid. 


Frankly,  not  even 
precisely  how  long  a  1^ 


There  is  no  simpler  index  of              f\'    ,    ■  xllJL  A  as  long  as  five  million  miles,  to 

automotive  \alue  than  automo-     ,;  ^S""^^!^'  j^iaj^^^^fc  engine  machining  tolerances  as 

ti\e  longevity.                              ''^^*^^^^^^^^^^r^^^m  fine  as  .001  millimeter. 

The  more  vou  get  out  of  a       ^^'^""^ms^ii^/^  Preciseh  how  tar  can  this  pas 

.,         ,  r  1-  ■  1  r  1  Ai  1 .164 .660  miles.  .  ■      i    i      i  •l• 

car  1 H  ni  1  les  and  vears  01  laj  t  h  r  u  I  ,,     J    n       I    J-        sionate  pursuit  or  durabilit\  even 

a  i9:>    Mercedes-Benz  ts  listed  in 

service,  the  more  car  vou  ve  got-    the  Guinness  Book  of  World  Records     tualU   take  a  Mercedes-Benz-and 

as  the  world  s  most  durable  car  ^      ,      ,  , 

ten  tor  \'  -ir  money.  your  monev-  The  tact  is  that  no  one 

No  carmaker  goes  to  greater  lengths  than  knows  precisely.  .Although  it  should  he  noted 

-Mercedes-Benz  in  the  effort  to  give  you  just  that   the  Guinness   Book  of  World  Records 

that.    From   preproduction    shakedown    tests  has  declared  a  certain  1957  Mercedes-Benz 


I 


I 


I  engineers  know 
cedes-Benz  can  last. 


Ian  "the  world's  most  durable  car.  ' 

There  is  absolutely  no  guarantee,  of  course, 
it  your  new  Mercedes-Benz  will  someday  equal 
surpass  that  car's  one  million,  one  hundred 


and  eighty-four  thousand,  eight  hundred  and 
eighty  miles. 

But  then,  there  is  absolutely  no  guarantee 
that  it  won't.  For  more  information  about 
Mercedes-Benz  automobiles,  call  1-800-336-8282. 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


e  New  America 


ing  problems  elsewhere.  Such  "leak- 
ages" are  more  common  in  this 
Information  Age.  So  leaders  may  want 
to  ensure,  for  instance,  that  if  one  coun- 
try imposes  a  stamp  tax  or  transactions 
tax  on  stock  sales,  all  the  others  will  do 
the  same.  It's  inevitable  that  internation- 
al cooperation,  which  has  seemed  shaky 
in  the  1980s,  will  have  to  be  made  to 
work. 


The  belief  that  government  should  be- 
have in  new  ways  doesn't  mean  that  it 
will.  The  expectation  that  markets  will 
discipline  policymakers  doesn't  mean 
that  they  will  pay  heed.  The  contention 
that  managers  hold  the  key  to  improving 
the  workplace  and  wresting  more  output 
gains  from  workers  and  technology 
doesn't  mean  that  they  will  succeed  in 
doing  so.  Despite  the  widespread  recog- 


nition that  America  has  it  within  its  po 
er  to  alter  the  status  quo,  there's  i 
assurance  that  will  happen.  But  for  tl 
first  time  in  many  years,  as  we  stand  ( 
the  brink  of  a  new  decade,  the  opport 
nity  to  fLx  what  ails  us — and  to  prosp 
in  so  doing — seems  within  our  grasp, 
only  we  reach  far  enough. 

By  Karen  Pennar  /??  New  York,-  with  ^ 
chad  Mandel 


THE  PEPSI  GENERATION  HEADS  FOR  THE  CORNER  OFFICE 


They  were  raised  on  Rice  Krispies 
and  Father  Knows  Best  in  the 
homogeneous  streets  of  subur- 
ban America,  only  to  come  of  age  dur- 
ing the  turbulent  1960s.  They  danced 
to  the  Beatles,  protested  the  Vietnam 
War  and  the  Establishment,  and  ex- 
perimented with  drugs  and  new  life- 
styles. In  the  1970s  and  1980s,  they 
witnessed  the  sobering  decline  of 
smokestack  America  and  the 
rapid  growth  of  the  national 
debt. 

Soon,  they  will  take  over 
the  leadership  of  Corporate 
America.  The  typical  CEO  of 
America's  largest  companies 
takes  power  at  the  age  of  51. 
That  means  that  by  the  year 
2000,  CEOS  of  even  the  big- 
gest, most  conservative  com- 
panies will  be  drawn  from 
the  ranks  of  the  postwar 
baby  boom. 

These  new  corporate  chief- 
tains are  likely  to  be  striking- 
ly different  from  their  prede- 
cessors. Current  chief 
executives,  who  average  56 
years  old,  were  born  during 
the  low-fertility  years  of  the 
1930s  and  came  of  age  dur- 
ing the  post-World  War  II 
economic  boom.  "They  were 
the  beneficiaries  of  a  highly 
favorable  combination  of 
high  demand  for  labor  and  labor-sup- 
ply shortages.  It  was  a  generation  that 
reached  the  top  fairly  easily,"  says 
University  of  Southern  California  Pro- 
fessor Richard  Easterlin. 
AHXiETY-RiDDEN.  Not  SO  the  baby 
boomers.  They  will  have  fought  each 
other  every  step  of  the  way,  from  over- 
flowing element8.ry-school  classrooms 
to  a  relatively  tough  labor  market  in 
the  1970s.  Even  though  they  never  ex- 
perienced the  Depressioi!  and  have 
lived  in  prosperity,  they  were  brought 
up  in  the  shadow  of  the  Holocaust,  the 
Bomb,  and  the  cold  war.  So  they  tend 
to  worry  more  and  to  be  more  anxious 


about  future  security,  says  Easterlin. 
"It  is  a  generation  that  carries  the 
scars  of  its  heritage." 

Not  all  of  them  marched  on  Wash- 
ington to  protest  Vietnam,  of  course, 
or  flocked  to  Woodstock.  Indeed,  the 
ranks  of  baby  boomer  CEOs  will  include 
many  who  went  to  business  school  at 
a  time  when  it  was  decidedly  unfash- 
ionable. 


Siill,  Robert  L.  Virgil,  dean  of  the 
John  M.  Olin  School  of  Business  at 
Washington  University,  says  MBA 
classes  of  the  years  1971  through  1975 
were  different  from  their  predecessors. 
"Those  students  came  through  a  tough 
period — social  revolution,  Vietnam,"  he 
says.  "Their  politics  were  more  liberal 
than  their  predecessors,  their  social 
conciousness  different." 

School  was  different,  too.  By  then, 
blacks  and  women  were  more  than  just 
an  oddity  in  MBA  classes.  That  contrib- 
uted to  making  students  "more  sensi- 
tized, more  tolerant,  more  open  to  peo- 
ple of  different  backgrounds,  races. 


and  sex  being  on  the  managemen 
team,"  Virgil  adds.  It  has  also  set  tb 
stage  for  women  and  blacks  enterini 
the  ranks  of  CEOs  of  major  companie| 
by  the  year  2000. 
STRAIGHT-ARROW.  The  MBA  graduatei 
of  the  early  1970s  were  not  moved  t( 
embrace  the  alternative  lifestyles  o 
many  others  in  their  generation,  how 
ever.  Business  students  from  thos^ 
years  tended  to  opt  for  tb 
classic  corporate  career 
working  for  a  big  company 
moving  up  the  ranks. 

What  influence  will  thei 
past  have  on  their  executiv 
style?  Some  argue  that  thes 
business  leaders  will  be  les; 
loyal  to  companies  and  mor 
appreciative  of  leisure  an( 
family.  Their  views  on  env: 
ronmental  issues  will  diffe 
from  those  of  earlier  genera 
tions.  And  others  note  tha 
this  group  of  executives  wi 
be  the  first  to  feel  comforl 
able  dealing  with  computer 
and  the  other  trappings  o 
the  Information  Age.  Als 
predicts  Drexel  Universit 
sociologist  Arthur  B.  Shoi 
tak:  "They  will  be  more  sel 
confident,  more  thick 
skinned,  and  more  outspoke 
than  previous  executives.' 
Those  leadership  qualitie 
may  prove  to  be  the  most  valuable  ai 
sets  of  the  baby  boomer  CEO.  Columbi 
University  business  school  Professo 
Donald  C.  Hambrick  asked  today' 
CEOs  what  qualities  their  successor 
ought  to  have.  His  findings?  "One  o 
the  biggest  was  greater  emphasis  o 
the  need  for  CEOs  to  be  the  energ 
force  for  the  company,"  says  Han 
brick.  With  companies  getting  mor 
complex,  diverse,  and  geographicall 
spread  out,  he  explains,  only  a  mor 
charismatic  leader  can  hold  the  whol 
enterprise  together. 

By  John  Carey  in  Washington,  wit, 
Emily  T.  Smith  in  New  York 
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^uesti 


uestions  to  ask  yourself  about  business  insurance; 


/ 


nsurance  agents  on  the  payroll  of  a  single 
company  limit  you  to  the  policy  their  com- 
pany happens  to  offer 

Agents  who  represent  the  CNA  insurance 
Companies  are  independent.  They're  free 
to  compare  several  insurance  companies 
and  to  recommend  the  one  that  meets 
your  needs  most  exactly 

CNA  takes  pride  in  how  often  inde- 
pendent agents  recommend  us  for  their 
business  clients.  Not  because  CNA  is  llieir 
only  choice,  but  because  CNA  is  the 
right  choice. 

Financial  stability  is  one  rcdoon 
why  They  ioiow  CNA  is  one  of  tlie  very 
few  major  property/casualty  gruups  to 
earn  the  highest  ratings  from  the  top 
four  financial  rating  services.*  So  agents 
can  be  sure  we'll  keep  our  commitments. 

Ask  your  agent  about  CNA- 

Insurance  for  individuals, 
businesses,  groups  and  associations. 
Independent  agents  who  represent 
dMA  are  listed  in  the  Yellow  Pages. 

INSURANCE  FROM 

CVA 

For  All  the  Commitments  You  Make^ 

•A  M  Best.  Siandard  &  Poors.  Moody  s.OuTl «  Pri  '.  z 

CNA  Insurance  Companies/CNA  Raza/Chicago  IL  50b8b 


WORIDWIDE  MARKET  EXPENDITURES  ^ 

Tl 


HEAVY  EQUIPMENT  DIVISION 


I 


H  n  I 


M.'^t    mmi    tuROPf  f«E«' 


REVENUES  BY  DEPARTMENT 


EAST 


AMERICA 


SMUjA,  is  a  fco«fcmaA  o»  M«*a  Oxp«c*on.  &W89  Minoha  Corpo«-ion 


ImprawejOT 
piesentation,ski]ls 


in  seconds. 


In  business  success  doesn't  only  depend  on  what 
say.  But  often,  on  how  you  say  it. 
The  Minolta  EP  4230  copier  will  make  whatever 
have  to  say  more  impactful, 
nks  to  our  exclusive  Simul-Color  111'"  process,  you 
generate  eyecatching  three-color  copies  m  one 
)ass.  (Or  three  times  as  fast  as  other  machmes, 
which  require  a  separate  pass  for  each  color) 
Now  you  can  combme  black  and  your 
choice  of  two  other  colors  (red,  blue, 
sepia  or  green)  in  three  different 
sections  of  the  onginal.  And 
watch  your  charts,  graphs,  even 
interoffice  correspondence 
come  to  life. 
But  the  EP  4230  has 
more  features  than 
meet  the  eye.  Like 
quick  erase.  Which 
lets  you  delete  image 
from  any  of  three 
sections  of  the  copy 
Or  job  programming.  A  built 
in  feature  that  simplifies  time-consuming  jobs  by 
allowing  you  to  set  up  for  three  different  operational 


-Barbara  Champncy 


sequences  in  advance.  Or  the  Mmolta  Intelligent  Commander 
An  option  that  gives  you  even  greater  programmabillty 

Plus  the  Innovations  you've  come  to  expect  from  Minolta. 
Like  auto  paper  selection/auto  magnification.  Duplexing. 
50°/c^200%  zoom.  All  In  a  remarkably  compact  design. 

With  this  kind  of  capability  the  EP  4230  won't  just 


improve  your  productivity  It'll  improve  your  image. 
So  call  l-800-USA-DL\L,  Ext.  777  for  the 
Minolta  dealer  nearest  you.  ^ 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


le  New  America 


■  BUSINESS  WEEK/HARRIS  POU 

HOW  AMERICANS  FEEL  ABOUT  THEIR  FUTURE 


|.n  the  threshold  of  the  1990s, 
'  Americans  ore  satisfied  with 
v/ay  their  lives  have  turned  out. 
'  85%  of  the  public  says  their 
dord  of  living  is  the  same  as  or 
er  than  they  hod  expected. 
f're  especially  happy  v/ith  their 
ily  life,  v/hich  44%  said  hod 
3d  out  better  than  they  thought. 
Americans  are  very  optimistic 
jt  their  children's  future:  59% 
;ct  that  their  kids  will  enjoy  bet- 
ives  than  they  did. 
mericans  aren  t  so  upbeat  about  the  prospects  of  society  as 
hole.  They  show  fairly  high  levels  of  concern  about  econom- 


ic threats — particularly  inflation  and 
unemployment.  They're  much  more 
worried  about  such  issues  as  drugs, 
crime,  and  AIDS  and  overwhelmingly 
pessimistic  about  the  chances  for 
finding  solutions  to  such  problems. 
But  only  42%  ore  very  concerned 
about  the  threat  of  nuclear  war — 
compared  with  86%  for  drugs  and 
82%  for  crime.  As  for  America's 
role  in  the  world,  the  public  is  even- 
ly split  on  whether  the  U.S.  will  re- 
main a  global  economic  superpower 
in  the  next  decade.  But  a  startling  64  %>  expect  the  American 
economy  to  wind  up  dominated  by  foreign  companies. 


Al  EXPECTATIONS 

)mpared  with  what  you  hod  expected  your  life  to  be  when  you 
;  younger,  do  you  feel  that  your  standard  of  living,  work  and 
er,  and  family  life  have  turned  out  to  be  better  than  you  ex- 
ed,  worse,  or  about  what  you  thought  they  would  be? 


idord  of  living 
k  and  career 
ily  life 

KIN'  'BOUT  THE  NEXT  GENERATION 

5  you  expect  your  children 
hove  a  better  life  than  you 
,  a  worse  life,  or  a  life 
ut  as  good  as  yours? 


Better 

Worse 

About 
Same 

Not 

Sure 

36% 

13% 

49% 

2% 

37% 

20% 

41% 

2% 

44% 

15% 

39% 

2% 

Better  life   59% 

Worse  life   10% 

About  as  good  25% 

Not  sure  6% 


RRIED  ABOUT  WEALTH 

3W  concerned  ore  you  about  each  of  these  threats  to  prosperi- 
1  the  1990s — very  concerned,  somewhat  concerned,  not  very 
:erned,  or  not  concerned  at  all? 


Very 
concerned 

Some- 
what 

Not 

very 

Not 
at  all 

Not 

sure 

ition 

49% 

36% 

9% 

5% 

1% 

mployment 

49% 

29% 

12% 

9% 

1% 

sign 

petition 

47% 

31% 

10% 

9% 

3% 

line  in 

nomic  growth 

42% 

40% 

10% 

7% 

1% 

ther  stock 
ket  crash 

31% 

29% 

19% 

20% 

1% 

:iAL  PROBLEMS  BEAT  OUT  THE  SOVIETS  . . . 

ow  concerned  are  you  about  each  of  the  following  problems — 
ily  concerned,  somewhat  concerned,  not  very  concerned,  or 
concerned  at  all? 


^ats  to  the 
ironment 

ng  crime 


Very 

Some- 

Not 

Not 

Not 

concerned 

what 

very 

at  all 

sure 

65% 

27% 

5% 

2% 

1% 

82% 

14% 

2% 

1% 

1% 

Very 
concerned 

Some- 
what 

Not 

very 

Not 
at  all 

Not 

sure 

Illegal  drug 
usage 

86% 

9% 

2% 

2% 

1% 

The  plight  of 
the  homeless 

65% 

27% 

5% 

2% 

1% 

The  spread  of 
AIDS 

75% 

19% 

3% 

3% 

0% 

The  threat  of 
nuclear  war 

42% 

29% 

17% 

12% 

0% 

...  AND  SOLVING  THEM  MAY  BE  TOUGH 

■  Keeping  in  mind  that  list  of  problems  I  just  read  you,  which  ones 
do  you  expect  will  be  solved  in  the  next  10  years? 


Threats  to 

the  environment    13% 

Rising  crime    11% 

Illegal  drug  usage   20% 

The  plight 

of  the  homeless    20% 


The  spread  of  AIDS  ....  30% 
The  threat  of 

nuclear  war    20% 

None    34% 


EARLIER  RETIREMENT 

■  If  you  ore  not  already  retired,  at  what  age  do  you  hope 


to  retire? 

Under  55    20% 

56  to  60    11% 

60  to  64    17% 

65  to  70    21% 


Over  70    5% 

Am  retired   22% 

Not  sure    4% 


AMERICA  FOR  SALE 

■  Now,  within  our  own  econo- 
my here  at  home,  in  the  next  10 
years  do  you  think  the  economy 
will  be  dominated  by  U.  S. 
companies  or  be  dominated  by 
foreign  companies? 


Will  be  dominated  by  U.  S. 
companies   32% 

Dominated  by  foreign 
companies    64% 

Neither  or  Not  sure   .  .  .  4% 


Edited  by  Mark  N.  Vamos 


Poll  of  1 ,250  adults  conducted  Aug.  25-29  for  BUSINESS  WEEK  by 
Louis  Harris  &  Associates  Inc.  Results  should  be  accurate  to  within 
three  percentage  points. 
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Copvgrit     Bull  HN  Informatjon  Syslems  Inc  1989 


A  small  world?  A  global  village?  Not  to 
leone  trying  to  do  business  overseas. 
If  your  computer  problems  are  large,  far- 
ig,  and  international,  give  us  a  call, 
are  we. 

We're  Bull.  A  computer  company  for  a 
liness  environment  that's  faster,  harder. 


and  more  punishing  every  year  An  environ- 
ment in  which  traditional  ideas  no  longer  work. 

To  succeed  today,  you  need  a  different 
kind  of  computer  company.  A  new  one. 

Know  Bull. 

1-800-233-BULL.  Phone  for  a  copy  of  our 
corporate  brochure. 


Worldwide 

Information 

Systems 


COMMENTARY/BY  ICAREN  PENNAR 


THE  FREE  MARKET  HAS  TRIUMPHED, 
BUT  WHAT  ABOUT  THE  lOSERS? 


Mikhail  S.  Gorbachev  tells  striking  mine 
workers  he  understands  their  grievances. 
Solidarity  forms  the  first  non-Communist 
government  in  Poland  in  40  years.  The 
Swedish  government  moves  to  cut  taxes.  Ar- 
gentina's new  President  Carlos  Menem  em- 
braces a  free-market,  business-sponsored 
blueprint  to  rescue  a  faltering  economy. 
What's  going  on  around  the  world? 

It  has  been  called  the  triumph  of  capitalism  and  the 
triumph  of  democracy.  Above  all,  it's  the  triumph  of  a 
way  of  thinking  about  the  world,  a  market  ethos  that 
subjects  more  and  more  activities  to  standards  of  eco- 
nomic efficiency.  Today,  everyone  from  politicians  to 
peasants  calculates  the  costs  and  benefits  of  their  ac- 
tions. Two  centuries  after  Adam  Smith  codified  men's 
basic  motives  as  economic  and  the  pursuit  of  economic 
self-interest  as  socially  beneficial,  economic  man  has 
come  of  age.  We  are  all  economists  now. 

Nowhere  is  this  more  true  than  in  America,  where 
even  everyday  conversation  has  become  suffused  with 
the  economic  calculus  of  modern  life.  "What's  the  bot- 
tom line?  . . .  What's  the  value  added?"  From  friend- 
ships to  jobs,  houses  to  incomes,  Americans  keep  tabs 
on  each  other  and  where  they  stand. 

Today,  as  the  accounts  are  being  tallied,  it's  apparent 
that  for  too  many  people,  the  numbers  don't  add  up.  In 
the  1980s,  the  pursuit  of  economic  well-being  conferred 
enormous  wealth  on  America  and  many  of  its  citizens. 
Yet  it  left  a  great  many  Americans  behind.  America's 
real  problem,  says  former  Council  of  Economic  Advis- 
ers Chairman  Herbert  Stein,  a  conservative  Republican, 
is  that  it  has  "serious  deficiencies  that  one  would  not 
expect  in  so  rich  a  country . . .  the  public  is  saying 
that  even  though  we  are  very  rich,  we  have  too  much 
crime,  too  much  homelessness,  too  much  illiteracy  and 
ignorance." 

That  the  Great  Divide  between  rich  and  poor  in 
America  has  widened  is  perhaps  the  most  troubling 
legacy  of  the  1980s.  As  they  hasten  to  embrace  a  new 
economic  world  view,  the  Communist  nations  and  the 
Latin  American  nations  should  take  note:  Enhancing 
economic  efficiency,  as  the  late  economist  Arthur  Okun 
observT'd  15  years  ago,  often  means  increasing  econom- 
ic inequality  as  well. 

The  trade-off  of  less  equality  for  more  efficiency  is 
one  that  many  a  developing  nation  is  willing  to  make.  The 
governme'.ts  of  nations  catapulting  up  the  world  growth 
charts  tend  to  delay  sharing  the  wealth  until  the  gains  have 
been  secured.  For  example,  it's  only  recently  that  income  has 
become  more  equitably  distributed  in  South  Korea. 

But  in  the  world's  most  highly  advanced  nation,  it's  surely 
a  step  backward  tc>  be  ending  the  1980s  with  more  inequities, 
rather  than  fewer.  The  greatest  challenge  of  the  1990s  will 
be  to  try  to  erase  these  inequities  and  put  a  dent  in  social 
problems  that  have  seemed  intractable.  Without  such  effort, 
we  will  be  ensuring  that  the  New  America — however  rich 


and  however  technologically  advanced  it  may  be — ^will  be 
more  divided  America  by  the  year  2000. 


aggregate  income.  By  contrast,  the  poorest  fifth  of  America 
families — a  group  four  times  the  size  of  the  richest  gro 
just  described — earned  4.6%  of  national  income  in  1987,  dow 
from  5.2%  in  1979  and  5.6%  in  1969. 

The  breadth  of  the  Great  Divide  can  be  measured  in  oth(| 
ways,  too.  In  1973,  young  men  aged  25  to  34  with  only  a  higj 
school  education  earned  86%>  of  what  their  college-educai 
counterparts  earned,  according  to  economist  Frank  Levy  (| 
the  University  of  Maryland.  By  1986,  that  number  ha 
dropped  to  67%.  That's  because  knowledge  and  experienc 
are  at  more  of  a  premium  in  the  economy  today. 
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hen  there's  the  deepening  bei*.  en  white  and 

;k.  For  whites,  median  household  income  stood  at  $27,427 
987,  while  blacks  earned  only  56%  of  that,  or  $15,475.  In 
?,  median  black  household  income  was  60%  of  white  in- 
le.  Cutbacks  in  welfare  disbursements  and  the  loss  of 
i-paying  manufacturing  jobs  help  explain  the  worsening 
ime  position  of  blacks. 

nd  there's  the  mixed  picture  that  the  statistics  on  the 
ng  and  old  show.  In  1970,  fully  24.6%-  of  persons  over  the 

of  65  lived  below  the  poverty  line,  while  14.9%-  of  those 
er  18  lived  in  poverty.  By  1987,  they  had  switched  places: 

proportion  of  the  elderly  living  in  poverty  had  dropped  to 
!%,  while  that  of  the  young  had  leaped  to  20%.  Rising 
ernment  entitlements,  pensions,  and  interest  income  gave 
elderly  a  greater  share  of  national  income, 
inally,  there's  the  nagging  persistence  of  an  "under- 
s" — the  chronically  poor  whose  lives  seem  mired  in  a 
e  of  crime,  drug  abuse,  and  unemployability  that  spans 
erations.  Here,  the  usual  norms  of  behavior  have  fallen 
the  wayside.  "If  you  have  a  group  of  young  males  who 
^eive  that  their  long-term  job  prospects  are  very  poor. 


f\\  turn  to  alternate  sources  of  income  and  status,  includ- 
illegal  activities,"  says  Isabel  Sawhill,  economist  at  the 
)an  Institute  in  Washington.  Teens  dealing  drugs  can  earn 
rard  of  $1,000  a  week — tax  free,  of  course. 

lORE  EQUAL  INCOMES  How  much  should  we  worry  be- 
se  the  chasm  between  rich  and  poor  has  widened?  And 
it  can  we  do  to  narrow  the  gap? 

)urs  is  not  a  political  or  economic  system  that  guarantees 
lal  outcomes  in  life.  Not  for  us  the  taking  from  each 
ording  to  his  ability,  giving  to  each  according  to  his 


needs — an  approach  whose  rank  inefficiency  has  brought 
only  economic  chaos  to  socialist  nations.  That  incomes  di- 
verge is  thus  the  natural  result  of  a  free-enterprise  system 
that  has  encouraged  individuals  to  go  west,  think  big,  pursue 
their  dreams,  and  reap  the  rewards. 

Yet  we  hold  that  all  men  are  created  equal.  Our  democratic 
traditions  embrace  the  notion  that  we  all  begin  our  journey 
from  the  same  starting  point,  with  neither  handicaps  nor 
privileges  to  hinder  or  help  us  along  the  way.  In  practice,  we 
know  that  this  isn't  true,  yet  our  sense  of  justice  has  im- 
pelled us  to  try  to  make  it  so — hence  the  Civil  Rights  Act  of 
1964,  the  Equal  Employment  Opportunity  Act  of  1972. 

Efficiency  and  equality.  Both  strands  of  thought  are  ever 
present  in  Americans,  but  inevitably  one  dominates,  then  the 
other  dominates,  changing  the  political  landscape.  Now,  after 
a  decade  of  freewheeling  enrichment,  the  nation  may  be 
ready  for  a  swing  of  the  pendulum  in  the  other  direction, 
toward  spreading  the  wealth  a  little.  But  how  to  correct  the 
disparities  that  the  1980s  have  brought  on? 

First,  Americans  shouldn't  worry  that  efficiency  will  be 
sacrificed  if  we  pursue  more  equitable  objectives.  Money  has 
been  badly  spent  in  the  past,  and  here  the  market  ethos 
can  help.  Commonsense  economics  can  yield  better  re- 
sults from  social  programs,  and  at  lower  costs. 

Income-transfer  programs  should  be  deemphasized  in 
favor  of  programs  that  encourage  self-sufficiency,  from 
workfare  to  the  earned  income  tax  credit.  Other  pro- 
grams could  offer  incentives  to  alter  behavior.  Sawhill, 
for  instance,  advocates  offering  every  teen  from  a  poor 
inner-city  family  a  voucher  of  as  much  as  $5,000  toward 
a  college  education  or  training — conditional  on  the  re- 
cipient remaining  childless  and  finishing  high  school. 

Second,  Americans  shouldn't  insist  on  making  eco- 
nomic problems  out  of  things  that  are  clearly  social 
problems,  even  if  dollar  signs  are  easily  attached.  Cer- 
tain important  things  have  to  be  done,  whatever  the 
price.  Chief  among  these  is  shoring  up  the  educational 
system.  No  single  thing  will  do  more  to  provide  people 
with  the  wherewithal  to  plan  for  a  better  future  and 
resist  the  lure  of  drugs  and  crime  as  a  way  of  life. 

So  how  does  the  nation  pay  for  better  education? 
Higher  taxes?  Maybe.  But  better  yet,  money  should  be 
carved  out  of  the  untouchables  in  the  budget:  the  big 
defense  programs  and  entitlements,  particularly  Social 
Security.  Economist  Robert  Haveman  of  the  University 
of  Wisconsin  at  Madison  argues  that  Social  Security 
benefits  should  be  cut  and  that  the  program  should 
function  more  as  an  insurance  system  that  guarantees 
a  standard,  poverty-line  benefit  rather  than  as  a  retire- 
ment system  with  financing  tied  to  earnings. 

Finally,  it  should  be  recognized  that  just  as  there  are 
things  money  can't  buy,  there  are  problems  that  money 
can't  solve.  Now  that  we  are  all  economists,  it's  become 
automatic  to  respond  to  economic  stimuli  and  search  for 
economic  solutions.  But  emotions  other  than  greed  and 
self-interest — impulses  such  as  altruism  or  a  collective 
spirit  of  endeavor — still  motivate.  Man  does  not  live  by 
money  alone,  and  even  Adam  Smith  warned  against  a 
society  held  together  only  by  pecuniary  interests. 

There's  no  question  that  an  economic  perspective  is  an 
important  one  for  individuals  and  governments  alike  to  have. 
But  perhaps  it  shouldn't  be  vested  with  too  much  power. 
Americans  will  have  to  summon  great  stores  of  human  will 
and  cooperation  to  achieve  a  more  equitable  society,  just  as 
the  Soviets  will  have  to  summon  those  qualities  to  become  a 
more  efficient  one.  Even  as  the  market  ethos  is  gaining 
acceptance  around  the  globe,  there  are  hopeful  glimmerings 
that  people  are  beginning  to  respond,  as  well,  to  some  decid- 
edly nonmarket  incentives. 
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This  year,  Boeing  jetliners 
will  carry  more  people  than  live 
in  the  world's  100  largest  cities. 


Boeing  jetliners  will  carry  the 
equivalent  of  12%  of  the  world's 
popuiatii  )n  this  year. 

That's  more  people  than  live  in 
Tokyo.  New  York.  London.  Beijing. 


Mexico  City.  Paris.  Bangkok.  Kio. 
Sydney  Cairo.  And  nearly  a  hun- 
dred other  major  cities. 

The  actual  number  (^f  passen 
gers  will  be  about  675  million. 


That  st)unds,  of  course,  like  a 
unbelievably  large  number 

But  when  you  consider  that 
Bc^eing  airplanes  take  off  or  land 
about  a  million  times  a  month,  ar 


believably  large  number  becomes 
■gely  believable. 

Boeing.  We  don't  just  deliver  a 
[  of  airplanes.  We  deliver  a  lot  of 
ople. 


e 


SCIONS  I 


EVEN  AUGUST  BUSCH  CAN 
ONLY  HANDLE  SO  MUCH  BEER 


As  people  swill  fewer  suds,  he's  out  to  buy  more  theme  parks 


A Falcon  jet  touched  down  on 
Spain's  Mediterranean  coast  last 
month,  and  out  of  the  cockpit 
hopped  August  A.  Busch  III.  Wearing 
his  trademark  black  cowboy  boots,  the 
chairman  of  Anheuser-Busch  Cos. 
climbed  into  a  four-wheel-drive  Nissan 
and  surveyed  the  land.  It  didn't  look  like 
much:  2,000  sun-baked  acres  of  scrub 
brush,  sand,  and  spent  shotgun  shells. 
But  Busch  won't  let  the 
property  stay  barren  for 
long.  In  1992,  he  aims  to 
open  a  $300  million 
theme  park  on  the  site, 
which  he  hopes  will  raise 
Anheuser's  profile  in  Eu- 
rope and  eventually  help 
it  crack  the  Continent's 
tough  beer  market.  Says 
Busch:  "This  is  An- 
heuser-Busch's  footprint 
in  Europe." 

Few  executives  leave  a 
bigger  footprint  than 
Busch.  Since  taking  over 
as  chairman  12  years 
ago,  he  has  successfully 
defended  Anheuser's  po- 
sition as  the  world's 
largest  brewer — and 
made  some  remarkable 
gains  in  a  sluggish  mar- 
ket. Profits  grew  at  a 
compound  annual  rate  of 
197'  over  the  last  decade. 
Thanks  to  aggressive 
marketing  and  watchful 
maintenance  of  its  distri- 
bution channels,  An- 
heuser's share  of  the  U.  S.  beer  market 
has  climbed  from  less  than  28%  in  1980 
to  41'/'  loday.  Its  Budweiser  brand,  the 
self-styled  "King  of  Beers,"  swallows 
27%'  of  che  market  alone. 
PALE  ALE.  Now,  Busch  Is  acting  as  if  he 
wants  to  be  the  king  of  theme  parks, 
too.  In  early  September,  he  began  pre- 
paring a  second  round  of  bids  for  Har- 
court  Brace  Jovanovich  Inc.'s  five  theme 
parks,  which  together  are  expected  to 
fetch  from  $1.2  billion  to  $2  billion.  An- 
heuser-Busch already  has  four  theme 
parks  of  its  own,  including  two  Busch 
Gardens  (table).  The  group  draws  a  total 


of  6.6  million  visitors  a  year.  By  snaring 
Harcourt's  parks — three  Sea  Worlds, 
Boardwalk  &  Baseball,  and  Cypress  Gar- 
dens—Busch  would  more  than  triple  at- 
tendance, to  21  million.  Harcourt  is  ex- 
pected to  announce  a  decision  in  late 
September.  Stock  analysts  believe  the 
other  bidders  include  Walt  Disney  Co. 
and  MCA  Inc.  Both  companies  declined  to 
comment. 


Snacks  Inc.  subsidiary  has  lost  sevel- 
million  dollars  a  year  since  it  was  foui- ; 
ed  in  1982,  and  it  probably  won't  be  pr-ji 
itable  until  1991  at  the  earliest.  LaU 
year,  Busch  sold  three  other  disappoii. 
ing  experiments:  the  a  Sante  and  Sara<j 
ga  sparkling-water  brands,  the  Zelt;^' 
Seltzer  natural-soda  business,  and  I- 
ploration  Cruise  Lines  Inc.  Busch's  h- 
gest  diversification  to  date  was  Can!' 
bell  Taggart  Inc.,  a  baked-goods  outt 
he  acquired  for  $550  million  in  19^ 
Campbell  Taggart,  whose  brands  inclu 
Rainbo  and  Kilpatrick's  bread,  suffei^ 
earnings  declines  for  t^NO  years.  It  1^ 
recorded  strong  earnings  gains  sire; 
then  but  not  without  an  extra  $400  r- 
lion  investment. 

Anheuser  executives  concede  th? 
didn't  do  their  homework  well  enouli 
before  buying  Campbell  Taggart — It 
they  maintain  that  they  won't  make  tip 


THE  'KING  OF  BEERS' 
AND  ITS  REALM 


BEER  Fourteen  brands,  led  by  Bud- 
weiser and  Busch.  Also  includes  can 
manufacturing,  recycling,  and  farming. 
Sales:  $7.7  billion*,  79%  of  total.  Oper- 
ating income:  $1.17  billion,  93%  of  total 


FOOD  Includes  Campbell  Taggart  bakec 
goods  and  Eagle  Snacks  subsidiaries. 
Sales:  $1.7  billion,  17%.  Operating  in- 
come: $55  million,  4%. 


THEME  PARKS  Busch  Gardens  in  Tampj 
and  Williamsburg,  Va.  BuUding  a  third 
near  Madrid,  Spain.  Also  owns  Sesame 
Place  and  Adventure  Island  parks.  Esti- 
mated sales:  $194  million,  2%.  Estimat- 
ed operating  income:  $25  million,  2% 


wMf 

AT  HIS  ST.  LOUIS  STABLES:  A  PASSION  FOR  EXPENSIVE  HOBBIES 


OTHER  Busch  Stadium,  St.  Louis  Cardi- 
nals baseball  team,  two  transportation 
companies,  a  marketing  communica- 
tions firm,  real  estate  projects.  Estimat 
ed  sales:  $168  million,  2%.  Estimated 
operating  income:  $16  million,  1%. 


*  Includes  $781  million  en  excise  faxes. 

DATA:  COMPANY  IW)RTS,  PRUDENTIAL-BAOS  SECURnSS  IW 


It's  easy  to  see  why  Busch  wants  to 
enlarge  his  theme-park  business:  The 
beer  market,  Anheuser's  core,  is  paling. 
Per-capita  beer  consumption  has 
dropped  almost  4%  since  1981,  and  ana- 
lysts see  flat  sales  ahead.  While  An- 
heuser's marketing  muscle  would  no 
doubt  help  it  win  tiny  increments  of  mar- 
ket share  for  several  years,  antitrust 
laws  would  probably  prevent  Busch 
from  making  bigger  gains  by  buying  his 
domestic  rivals.  So  he  has  to  expand  his 
nonbeer  businesses  to  keep  growing. 

Unfortunately  for  Busch,  52,  his  rec- 
ord in  diversification  is  shaky.  His  Eagle 


mistake  again.  Besides  personally  scri- 
nizing  Harcourt's  finances,  Busch  vis;Hj 
Sea  World  parks  in  San  Antonio,  Orn- 
do,  and  San  Diego  to  prepare  for  the  d. 
And  unlike  baked  goods,  theme  paffi 
are  "a  business  we  know  and  that* 
feel  completely  comfortable  in,"  he  sjts. 

Not  everyone  agrees  that  Harcou'f 
parks  would  be  such  a  good  fit.  Rolrt 
S.  Weinberg,  a  brewing-industry  conll- 
tant  and  former  Anheuser  vice-presicnt 
for  planning,  advised  Busch  against  !:y- 
ing  the  parks.  He  calls  them  "hand-e- 
downs,"  arguing  that  Busch  would  h'c 
to  spend  heavily  to  bring  the  parks  u 
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Phone 


Now  if  you  want  long  distance 
without  the  pitfalls,you  may  have  to  ask  for  it. 

most  reliable  long  distance  service  in  the  world. 
And  you'll  avoid  any  possible  detours. 
For  more  information,  or  a  wallet-sized  card  with  simple 
dialing  instructions,  call  1 800  66I-O66I. 


These  days,  if  you  don't  know  your  way  around  public 
phones,  you  may  hit  some  rough  spots.  Because  some 
public  phones  clon't  automatically  connect  you  to  AT&T. 

Which  means  you  might  have  to  do  without  24-hour 
operators  who  are  able  to  resolve  problems  virtually 
anywhere  in  the  wodd.  Fortunately  there's  an  easy  way 
to  get  the  helpful  AT&T  Long  Distance  Service  you've 
always  counted  on. 

If  you  don't  see  the  AT&T  name  on  or  near  the  phone 
you're  using,  listen  for  a  voice  that  says  "AT&T "  after  you  dial. 
If  you  don't  hear  it,  you  probably  haven't  reached  AT&T. 

In  that  case,  just  hang  up  and  dial  10+ATT+O  before 
dialing  the  area  code  and  number.  (Or,  if  you're  calling 
from  a  hotel,  ask  the  switchboard  operator  how  to  best 
reach  AT&T.)  In  seconds,  you'll  be  connected  to  the  fastest, 


AT&T 

The  right  choice. 


Anheuser's  standards.  Some  stock  ana- 
lysts doubt  that  Busch  will  even  bid 
enough  to  bag  Sea  World,  which  may 
sell  for  as  much  as  9  to  13  times  operat- 
ing cash  flow.  Yet  Busch  insists  he's 
serious  about  the  bid:  "We  might  just 
surprise  you." 

WILD  CHILD.  Longtime  Busch  friends  are 
used  to  surprises.  The  eldest  son  in  a 
group  of  11  children,  Busch  dropped  out 
of  the  University  of  Arizona  after  two 
years  to  join  the  family  business.  He 
was  known  as  a  jet-setting  playboy  with 
a  special  affection  for  skiing  and  fishing. 
James  B.  Orthwein,  Busch's  cousin  and 
a  fellow  board  member,  remembers  him 
as  "kind  of  a  wild  youngster. . . .  When 
he  was  in  his  teens  and  early  20s,  a  lot 
of  us  had  doubts  that  he  would  go  far." 

Family  members  say  Busch  grew 
more  serious  about  the  business  after 
his  mother  died  in  1958.  But  he  was  no 
less  adventurous.  In  the  early  1960s,  he 
piloted  a  Falcon  20  jet  through  the  Ber- 
lin corridor  to  visit  a  brewery  and  dis- 
cuss a  possible  joint  venture,  becoming 
one  of  the  first  noncommercial  American 
pilots  to  fly  behind  the  Iron  Curtain. 
Eventually,  he  worked  his  way  through 
nearly  every  job  at  the  family  brewery 
and  was  trained  as  a  brewmaster.  Busch 


THE  ROLLER  COASTER  AT  BUSCH  GARDENS 


took  over  from  his  father  as  CEO  in  1975, 
becoming  chairman  two  years  later. 

At  the  time,  the  company  was  facing 
an  assault  from  Miller  Brewing  Co., 
which  was  coming  on  strong  with  its 
Lite  brand.  Busch  quickly  added  four 


breweries,  more  than  doubling  ^ 
heuser's  capacity.  He  also  rolled  oui 
number  of  new  brands,  including  B 
Light,  and  tripled  his  marketing  budg 
to  $100  million.  When  the  dust  settl 
Anheuser  had  retained  its  dominance 

Today,  Busch  lives  on  a  1,300-a 
farm  outside  of  St.  Louis  with  his  sec( 
wife,  Ginny,  and  their  two  children, 
pilots  his  own  helicopter  to  work.  Pi 
the  business  his  great-grandfather  bi 
is  still  something  of  a  family  affi 
Three  other  relatives,  including  Busc 
father,  sit  on  the  15-member  board, 
son  from  his  first  marriage,  August 
is  assistant  to  Anheuser's  executive  v 
president  for  marketing.  Daughter 
san  also  worked  in  marketing  but 
cently  left  to  get  her  MBA  at  No: 
western  University. 

Busch's  most  notable  personality  ti 
is  an  almost  overwhelming  passion 
detail.  At  the  opening  of  the  compan  \u' 
Los  Angeles  brewery,  Busch  spotte* 
gum  wrapper  marring  an  otherw 
spotless  floor.  He  halted  a  train  of  g 
carts  carrying  visitors,  found  the  hoi 
keeping  manager,  and  tucked  the 
fending  paper  in  the  manager's  bre 
pocket.  He  regularly  checks  date  coi 
on  beer  bottles  in  restaurants  at  com 


WHERE  ARE  THEY  ALL  GOING  ? 


COSMETICS 

YVES  ROCHER 

MIUTARY  EQUIPMENT  ^ 

MATRA 

PHARMACEUTICAL  PRODUCTS  ^ 

BEAUFOUR-IPSEN 

UNDERSEA  ENGINEERING  AND  WORKS 

^\  INTERSUB 

1^  LIGHTING  ^ 

K  NORAL 


son  DRINKS 

INDAL  COCA-COLA 


CATAMARANS 

HOBIE-CAT 

^  COMPETITION  AUTOMOBILES 

ORECA 

 MICRO-PROCESSING  CARDS 

GESPAC 

TELECOMMUNICATIONS 

THOMSON 


TO  THE  ENTERPRISE  ZONES  IN  THE  SOUTH  OF  FRANCE 

WHY? 

t  -  A  dense  population  concentration,  a  large  workforce  potential,  numerous  educational  facilites. 
2  -  ^nd'jstrial  areas  accompagnied  by  the  Enterprise  Zooffiscal  incentive  :  a  10  year  corporate  tax  exemption 
3  -  Direct  access  to  the  Europe^  Market  and  the  Mediterranean  Market. 

COME  JOIN  T^,  THUmVE  UNDERSTOOD  THE  ADVANTAGES. 


ENTERPRISE  ZONES 


FRANCE 


COTE  D'AZUR 


For  jnore  information  

PROVENCE  INDUSTRIALISATION 

185,  Avenue  de  I'lnfantene  de  Marine 
83000  TOULON  (France) 
Tel  (33)  94  03  00  66  -  Fax.  (33)  94  03  00  75 
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It's  a  beautiful  thing  to  behold. 

Terminals,  workstations,  printers 
and  storage  systems,  all  engaged  in  a 
mutually  supportive  and  productive 
relationship. 

It's  only  possible  when  such  systems 
understand  each  other.  That's  the 


attraction  of  a  Local  Area  Network.  A 
Memorex  Telex  LAN  unites  your  com- 
puter systems  through  a  common 
business  LANguage.  While  the  results 
may  not  be  romantic,  it  can  spark  new 
possibilities  for  your  business. 


1  MEMOREX  TELEX 

We  speak  the  LANguage  of  business." 


For  a  detailed  look  at  the  LANguage  of  Memorex  Telex  products,  call  I  ■800-950-3465. 


©  1989  .Memorex  Telex 


WE'RE  ORDERING  MORE 


In  the  last  few  years  we've  pinpointed  more  than 
fifty  cities  coast-to-coast. 
Recently  we  started  service  to  Los  Angeles  from 

Chicago.  And  this  year 
we're  opening  a  brand- 
new  hub  in  Philadelphia 
to  complement  our  existing  hub  in  Chicago. 

We're  not  stopping  there.  In  the  future  you'll  see  us 
put  more  new  destinations  on  the  map.  That  means 
you  get  more  choices  of  when  to  reap  the  benefits  of 
Midway's  low  prices  and  exceptional  serx/ice. 

So,  with  400  flights  a  day  to  over  50  cities  we  may 
be  running  out  of  pins,  but  our  spirit  is  becoming 
an  ever-expanding  part  of  daily  business  life. 


C;  1960  Midway  Airlines,  inc 


Call  your  travel  agent  or  Midway  Airlines  at  1-800-621-5700. 


ODie 


I  projects — and  if  he  finds  an  er- 
send  waiters  scurrying  to  check 
lole  case.  With  a  single  glance,  he 
t  a  worker  know  that  a  kettle  is 
1  too  vigorously. 

I  THE  BLOOD.  The  company's  950 
;alers  also  command  Busch's  at- 
1.  Four  times  a  year,  he  meets 
I  15-member  wholesaler  panel  to 
omplaints  and  suggestions.  Know- 
at  Bud  is  their  lifeblood,  he  de- 
much  of  them  in  return.  He  re- 
hiked  prices  to  wholesalers  by  3%, 
e  wholesalers  had  wanted  to  take 
:age  of  the  situation  to  boost  prof- 
raising  prices  even  more.  But  af- 
impassioned  speech  at  the  distrib- 
national  convention,  he  persuaded 
)f  them  to  hold  the  line  at  3%.  To 
greater  loyalty,  he  now  wants  his 
lUtors  to  become  shareholders: 
;ncouraging  ihem  to  invest  in  a 
300  million  convertible  debt  offer- 
/hich  will  be  available  only  to 
;alers. 

ough  colleagues  describe  Busch 
)remely  self-confident,  he  makes 
lecisions  without  exhaustive  re- 
.  He  recently  completed  a  study  of 
san  beer-consumption  patterns  to 
e  for  a  push  into  that  market.  It 


took  five  years.  "August  is  not  a  hunch 
player,"  says  Peter  M.  Flanigan,  a  board 
member  and  Busch's  second  cousin. 

But  one  of  the  most  trying  periods  in 
his  career  didn't  lend  itself  to  research. 
In  1987,  a  federal  grand  jury  indicted 
two  vice-presidents  for  arranging  a  kick- 
back scheme  that  brought  them  thou- 
sands of  dollars  in  illegal  payments.  An 
18-month  internal  investigation  led  to 


To  foster  even  greater  loyalty 
from  distributors,  Busch 
is  urging  them  to  invest  in 
a  $300  million  debt  offering 


the  firings  of  the  two  executives,  who 
were  later  convicted  of  the  charges. 
Busch  has  since  instituted  a  new  policy 
requiring  three  bids  instead  of  two  from 
outside  suppliers  and  additional  signa- 
tures on  purchase  orders.  Dennis  P. 
Long,  a  longtime  Busch  crony  who  was 
then  president  of  the  beer  company,  was 
not  implicated — but  had  to  resign  be- 
cause the  illegal  activities  occurred  on 


his  watch.  "The  whole  situation  was  ex- 
tremely painful,"  Busch  says. 

Busch  has  run  the  beer  company  since 
the  scandal,  and  it  keeps  him  plenty 
busy.  While  Bud  and  Bud  Light  post 
healthy  sales  gains  each  year,  any  down- 
turn in  those  brands  could  pose  serious 
problems  because  some  of  Anheuser's 
other  brews  are  struggling.  According 
to  PaineWebber  Inc.  analyst  Emanuel 
Goldman,  Michelob  suffered  a  9.6%-  drop 
in  barrels  shipped  last  year,  Michelob 
Light  fell  5.5%,  and  Michelob  Classic 
Dark  plunged  a  full  257'.  One  positive 
note:  The  company  says  Michelob  Dry, 
introduced  last  year,  is  selling  so  briskly 
that  volume  for  the  entire  brand  should 
increase  in  1989. 

Of  all  Anheuser's  nonbeer  ventures, 
its  theme  parks  have  been  the  most  suc- 
cessful. Investment  in  new  rides  and  at- 
tractions brought  an  87'  increase  in  at- 
tendance and  a  317  jump  in  profits  last 
year.  Still,  the  parks  contributed  only  an 
estimated  27  of  Anheuser's  1988  sales. 
Buying  Harcourt's  properties,  though, 
would  more  than  double  Busch's  theme- 
park  sales,  to  about  $490  million.  Given 
the  outlook  for  beer,  he  may  have  little 
choice  but  to  pull  out  his  checkbook. 

By  Julia  Fli/nti  Silcr  l>i  St.  Louis 
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Sports  Business 


GOLF  I 


WILL  EUROPE  TAKE  A  DIVOT 
OUT  OF  THE  PGA  TOUR? 


Bigger,  richer  games  have  some  players  balking  at  U.S.  rules 


For  three  days  starting  on  Sept.  22, 
golf's  Ryder  Cup  will  pit  the  12 
best  American  golfers  against  the 
dozen  best  European  pros.  The  event,  to 
be  held  at  The  Belfry  golf  course  near 
the  English  village  of  Sutton  Coldfield, 
promises  to  be  the  biggest  in  European 
golf  history.  Even  "the  first  duffer," 
President  Bush,  is  cheering:  He  has  in- 
vited the  U.  S.  team  to  the  White  House 
for  a  send-off. 

Compared  with  the  Ryder  Cup  match 
held  at  The  Belfry  in  1985.  interest  in 
the  event  is  enormous.  The  gallery  is 
being  limited  to  about  30,000  people  a 
day,  and  tickets  for  the  tournament  sold 
out  in  a  matter  of  weeks.  More  than  300 
corporations  are  planning  to  entertain 


clients  under  what  may  well  be  the  larg- 
est tent  village  ever  constructed  for  a 
golf  tournament.  Obviously,  European 
golf  has  come  of  age,  and  that  could 
spell  trouble  for  the  U.  S.  PGA  Tour. 

The  PGA  Tour  has  long  dominated  the 
game  of  golf,  and  non-American  players 
have  had  to  abide  by  its  rules  if  they 
wanted  a  crack  at  its  huge  prize  money. 
Now,  though,  golf  in  Europe  is  so  popu- 
lar that  the  purses  there  total  S20  mil- 
lion— still  only  roughly  half  those  in  the 
U.  S.  but  more  than  double  what  they 
were  four  years  ago.  Moreover,  top  play- 
ers there  can  earn  $50,000  just  for  show- 
ing up.  Such  appearance  fees  aren't  al- 
lowed in  the  U.  S. 

If  this  trend  continues,  more  golfers 


can  be  e.Kpected  to  join  the  lead  of  S 
Ballesteros,  the  Spanish  golf  supers 
In  1984,  the  PGA  Tour  told  Balleste 
that  if  he  wished  to  play  in  tour-sa 
tioned  matches,  he  would  have  to  o 
mit  to  play  in  at  least  15  of  them — as 
full  members  on  the  tour  must  do. 
in  1985  he  didn't  meet  the  minimum, 
the  following  year  he  was  suspend 
from  the  tour.  He  ultimately  resigm 
ON  THE  MAP.  Ryder  Cup  matches  h 
been  played  every  other  year,  alte 
ing  between  England  and  the  U.  S.  si; 
1927,  when  English  seed  merchant  S; 
uel  A.  Ryder  donated  the  gold  cup  tl 
the  winning  team  receives.  But  the  t 
nament  was  largely  ignored  during 
first  50  years,  since  the  British  te 
won  only  three  times.  Then,  in  1979 
British  squad  was  expanded  to  inch 
players  from  Continental  Europe. 
1985,  the  European  team  won  for 
first  time  in  28  years,  and  in  1987  it  w 
an  unprecedented  second  straight  tim- 
its  first  victory  on  American  soil.  "T 
days  of  domination  by  the  Americj 
are  obviously  done,"  says  John  Linds  'zu 
executive  director  of  the  British  Prol 
sional  Golfers  Assn. 
Another  European  Ryder  Cup  victMciai 


you'd  think  that  you  had  nothing  better  to  do  wi  r 


No  matter  how  fast  a  high-performance  facsimile  transmits, 
it  doesn't  matter  if  you  have  to  wait  for  it  to  perform.  Waiting  for  an 
incomin,'  fax  to  print.  Waiting  for  the  line  to  clear.  Waiting  while 
your  do.  ument  is  scanning. 

Waiting  Waiting.  Waiting. 

But  with  a  Canon  FAX-705,  you  don't  have  to  wait  at  all.  Because 
the  FAX-705  works  as  hard  as  you  do.  With  performance  features 


that  let  you  do  the  work  of  several  facsimiles  at  once. 

While  someone  else  is  receiving  a  fax,  you  can  be  sending  one 
Or  while  you're  storing  or  receiving  documents  in  memory-,  you 
also  record,  print  or  make  copies  of  other  documents. 

You  no  longer  need  to  wait  for  the  fax  to  transmit  your  origin; 
before  removing  them,  either.  With  InstaScan.  your  document  ci 
read  and  stored  in  memory'  in  just  4  seconds* 


A  CHIP  SHOT  AT  THE 
BELFRY  IN  ENGLAND: 
THE  RYDER  CUP 
SOLD  OUT  THIS  YEAR 


obviously  increase  the  pressures 
PGA  Tour.  Originally,  there  was 
flict  between  foreign  players  and 
A  Tour,  says  Hughes  Norton,  se- 
ce-president  of  International  Man- 
nt  Group,  which  is  the  business 
er  for  many  top  golfers.  "The  Eu- 
s  who  wanted  to  play  the  best 
ime  to  the  U.  S.  because  this  is 
the  action  was."  But  now,  the  top 
!ans  feel  torn.  The  rule  requiring 
lur  members  to  commit  to  at  least 
•naments  can  be  a  burden  for  for- 


eign golfers.  Ballesteros,  for  example, 
says  that,  including  travel  and  necessary 
rest,  this  works  out  to  22  weeks  a  year. 
That,  he  believes,  is  too  much. 

European  players  who  want  to  belong 
to  their  own  PGA  European  Tour  as  well 
must  commit  themselves  to  nine  events 
there.  Golfers  who  do  not  meet  the  PGA 
Tour  minimum  can  still  appear  in  the 
U.  S.  at  the  three  major  tournaments: 
the  Masters,  the  U.  S.  Open,  and  the  PGA 
Championship.  They  can  also  play  in  the 
NEC  World  Series  of  Golf  and,  with 


invitations  from  corporate  sponsors, 
in  a  maximum  of  five  Tour-sanc- 
tioned events.  Ballesteros  has 
played  in  eight  American  tourna- 
ments this  year. 

COMPROMISE.  Jack  Nicklaus  is 
among  the  Americans  pressing 
hardest  for  reform.  He  contends 
that  restricting  foreigners  hurts  the 
PGA  Tour  and  its  sponsors  by  effec- 
tively excluding  players  who  attract 
audiences.  Ian  Woosnam  of  Wales 
and  Jose  Maria  Olazabal  of  Spain, 
for  example,  are  both  among  the 
top  10  golfers  in  the  world,  but  nei- 
ther one  meets  the  PGA  Tour  rules. 

Under  mounting  pressure,  PGA 
Tour  Commissioner  Deane  R.  Be- 
man  is  backing  a  compromise  that 
would  cut  the  appearance  require- 
ment to  12  events  a  year  for  foreigners, 
a  number  that  would  apparently  satisfy 
many  of  them.  The  PGA  board  is  expect- 
ed to  vote  on  the  plan  in  October.  But 
there  is  opposition.  Some  golfers  think  it 
unfair  to  have  one  set  of  requirements 
for  Americans  and  another  for  foreign- 
ers. But  as  the  Ryder  Cup  illustrates, 
the  U.  S.  no  longer  has  a  monopoly  on 
golfing  greats.  If  the  PGA  refuses  to 
bend,  many  of  the  world's  greatest  golf- 
ers will  simply  play  elsewhere. 

By  William  C.  Symonds  in  Denver 


r  time. 


vith  Canon's  exclusive  UHQ  image  processing  system, 
-705  can  reproduce  images  with  such  clarity  and  detail  you 
e  trouble  telling  the  fax  from  the  original.       ■  ILJ^"^" 
your  high-performance  fax  doesn't  really  ^Jfl^Jt 
;  performance  you  need,  see  the  FAX-705  at  " 
thorized  Canon  Facsimile  Dealer.  Or  call  1-800-OK-CANON. 
wait  around  any  longer?  •Standard  mode. 
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ENVIRONMENTAL  LAW  I 


GETTING  READY  FOR 

EXXON  VS.  PRACTICALLY  EVERYBODY 


As  its  Alaska  cleanup  winds  down,  the  oil  company  tries  to  contain  the  flood  of  lawsuits 


Alaska  Attorney  General  Douglas 
B.  Baily,  who  last  month  filed  a 
massive  suit  against  Exxon 
Corp.,  has  been  sailing  buddies  for  years 
with  Douglas  J.  Serdahely.  Exxon's 
chief  litigator  in  Anchorage.  Together, 
they've  plied  the  East  Coast,  the  Baha- 
mas, and  Mexican  waters.  But  their  jour- 
ney as  protagonists  in  the  legal  storm 
over  last  March's  oil  spill  in  Prince  Wil- 


liam Sound  may  be  their  toughest  yet. 
Says  Baily:  "This  is  a  stressful  case,  and 
there's  a  lot  at  stake." 

As  Exxon  winds  down  its  cleanup  for 
the  \\inter,  Baily  and  Serdahely  are  pre- 
paring for  a  brawl.  The  dimensions  seem 
appropriate  for  a  disaster  that  blackened 
2,592  miles  of  beaches  with  11  million 
gallons  of  oil.  Hundreds  of  lawyers  will 
square  off  as  thousands  of  plaintiffs  try 


WHO  WANTS  EXXON  TO  PAY  UP 


LOCAL  BUSINESSES 

They  have  filed  suits  in  federal  and  state 
court  in  Alaska  seeking  damages  from  Ex- 
xon, two  subsidiaries,  and  Alyeska  Pipe- 
line Service  Co.  for  alleged  economic 
losses  and  personal  injuries  arising  from 
tiie  spill  and  cleanup 

SHAREHOLDERS 

Deriva;i\   suits  are  pending  in  federal  and 
state  courts  m  Alaska  and  New  York.  They 
accuse  Ex>:oii  directors  and  executives  of 
mismanageiijcnt  and  breach  of  their  fidu- 
ciary' duties  before  and  after  the  spill 

OPPORT'JNISTS 

Individuals  lodging  claims  against  Exxon 
include  chiropractors  alleging  they  lost 
business  because  out-of-work  fishermen 
ha('  fewer  backaches,  and  an  enti  epreneur 
alleging  he  lost  financing  for  a  gold  mine 


STATE  OF  ALASKA 

The  state  has  sued  Exxon,  .\lyeska,  and  its 
owners  for  failing  to  prevent  the  spill.  It 
wants  them  to  restore  damaged  areas 

ENVIRONMENTALISTS 

In  Alaska  state  court,  the  National  WUdlife 
Federation,  and  the  Natural  Resources 
Defense  Council  have  sued  Exxon  and 
Alyeska  for  negligence  and  fraud.  They 
seek  a  multibillion-dollar  cleanup  fund. 

In  Alaska  federal  court,  the  Prince  Wil- 
liam Soimd  Conservadon  .\lliance,  joined 
by  eight  other  groups,  has  sued  Exxon  to 
force  a  better  cleanup 

CONSUMERS 

In  California,  a  federal  class  action  against 
Exxon  and  .-Myeska  seeks  damages  for  at 
least  2  million  gasoline  purchasers,  charg- 
ing that  the  spill  caused  price  hikes 


to  make  Exxon  pay  for  America's  w 
environmental  disaster. 

Exxon  faces  153  suits,  including 
class  actions.  By  Christm.as,  the  indi 
ual  suits  could  reach  1,500,  predicts  J 
T.  Hansen,  an  Anchorage  lawyer 
represents  100-plus  fishermen.  The  s 
have  been  consolidated,  so  that  the  c 
mon  issues  will  be  decided  together, 
ating  what  Hansen  calls  "a  mon 
case."  The  monster  could  live  to  mi 
age.  Litigation  over  the  1978  Amoco 
diz  oil  spill  off  the  Brittany  coast 
duced  an  S85  million  damage  awa 
last  year.  And  the  oil  company's  law^ 
expect  the  case  to  be  tied  up  in  app 
until  1993. 

For  Exxon,  and  the  U.  S.  oil  indu 
at  large,  the  spill  of  the  Exxon  Va 
will  be  a  lot  more  disruptive.  For 
thing,  there's  the  money.  Exxon  air 
has  spent  more  than  $1  billion  on 
cleanup,  and  has  paid  more  than  $91 
lion  to  fishermen  and  others  who 
income.  The  ultimate  costs  may  be 
times  more.  Investors  are  warv".  S 
the  spill,  Exxon's  stock  has  hovered 
45,  while  other  oil  stocks  have  risen 
to  25^f,  says  Michael  C,  Young,  an  i 
national  oil  analyst  at  Smith  Ba 
Harris  Upham  &  Co.  "Exxon's  i" 
among  investors  may  be  tarnished 
several  years.  If  you  had  your  choic 
say,  "Buy  Mobil,  it  doesn't  have  the 
ter  of  lawsuits  hanging  over  it.' 
COAST  BUSTERS.  Beyond  that  is  th 
feet  on  Exxon's  prestige  as  Amc 
third-largest  company  in  both  sales 
profits.  The  damage  goes  deep, 
Daniel  W.  Krasner,  a  lawyer  for  s' 
holders  suing  Exxon,  Krasner  say 
law  partner,  on  a  recent  trip  to 
Disney  World,  saw  tourists  chuckl 
Exxon's  exhibit,  where  a  film  desc" 
in  glowing  terms  its  benefits  to  Al 
"The  response  is  unfortunate,"  says 
dahely.  "Exxon  has  been  seriously 
mitted  to  Alaska  and  the  welfare  o 
economy  and  the  people  here." 

Potentially  more  damaging  is  a  rei 
ed  probe  of  E.xxon  by  the  Justice  EJ 
and  studies  of  the  spill  by  the  Nati 
Transportation  Safety  Board,  and  thj 
terior  Dept.  And  all  of  this  will  run 
on  other  oil  companies.  Alyeska  Pipl 
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LEGALE 


In 1988^  four  million 
mericans  bought  midsize  cars. 
Maybe  they  should  have 
waited  ayear 

reducing  the  Sonata.  powerfiil  standard  engine.  of  an  interior  finished  in  luxur- 

There  are  4,000,000  Amer-  Or  you  can  equip  it  with  a  racy  ious  leatlier. 

IIS  who  may  not  want  to  read  3.0-liter  V6  that  easily  outmus-      But  even  though  it's  a  lot 

5  ad.  You'll  only  eat  your  cles  the  Camry's  V6.  The  Accord?  more  car  than  an  Accord  or 

irt  out.  As  - .  "'^   y  ^^^^  ^^^"^  ^^^^^  *  ^^^^  ^^^"^^^ 

the  rest  '""'^l^^  offer  one.  costs  thousands  less.** 

^ou,  keep  '  ^^fc  As  for  inte-       So  if  you've  been  waiting  for 

ng.  Your  ^  ^"^^  ' "  rior  room,  the  the  right  midsize  car  to  come 

ienceis  ^    Sonata  is  un-  along,  call  1-800-826-CARS  for 

3ut  to  be     >.  §MW  matched  by  any  the  location  of  your  nearest 

/arded.          WIW  ^I^-    car  in  its  class.  Hyundai  dealer 

Putting  it  plainly  and  simply.  And  it's  space  that's  well  furnish-     As  for  you  other  4,000,000? 

;  new  Hyundai  Sonata  is  the  ed.  There's  deep-pile  carpeting.  Next  time,  don't  be  so  hasty 

;t  value  in  midsize  cars  today  plush  velour  upholstery  and  Sonata  from 

First,  let's  consider  power  a  wealth  of  standard  features.      U  V|  I  PI     D I 

mpared  to  the  Accord  or  Should  you  choose  the  Sonata  MTLIIILIHI 

mrv,  the  Sonata  offers  a  more  GLS,  there's  even  the  option        CarS  that  make  Sense. 


;  MODEL  MSBP  EXCLUDES  FREIGHT,  TAXES,  TITLE  i  OPTIONS  DEALER  S  PRICE  MAY  VARY  ••COMPARISON  BASED  ON  MSRP  OF  COMPARABLY  EQUIPPED  MODELS 
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«ju»i  one 

of  our 

fast-moving 
customers. 


1  ne  U.C5.  par  rorce  nas  too  mucn  at  stane  to  settle  lor  anytmng 
but  the  best  communications  network.  That's  why  they've  selectee^ 
Northern  Tfelecom  systems  for  over  100  bases  worldwide. 

The  specifications  were  tough— but  Northern  Ifelecom  delivei 
both  superior  reliability  and  high  performance,  while  meeting  stri( 
budget  requirements. 

Now  whatever  the  future-:-  Integrated  Services  Digital  Netw( 
( I S  D  N )  and  beyond — Northern  Tblecom  a  ^ 

will  be  there.  Call  us  at  1-800-543-9806.         I'VT  ^ 

And  get  ready  to  move  fast.  I  V  w 


fclccom 
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;  Co.,  the  consortium  set  up  to 
e  the  Trans-Alaska  Pipeline,  has 
amed  in  many  suits,  along  with  its 
?rs — Arco,  Mobil,  Amerada  Hess, 
1,  Phillips  Petroleum,  and  British 
jum  (box).  In  Washington,  more- 
:he  industry  is  on  the  defensive, 
egislation  could  require  every  oil 
ny  to  be  more  prepared  for  spills. 
5ss  is  stalling  development  of  the 
National  Wildlife  Refuge,  the  last 
;loped  area  on  Alaska's  North 
And  it  has  halted  some  lease  sales 
i  Alaskan  and  other  coasts.  Says 
I  P.  Spriggs,  of  Petroleum  Analy- 
I.:  "History  will  look  at  the  spill  as 
ig  a  big  slowdown"  in  exploration. 
m  is  vulnerable  under  an  overlap- 
laze  of  federal  and  state  laws  that 
I  everything  from  how  oil  tankers 
3ted  to  keeping  U.  S.  waters  clean, 
illy,  however,  these  aren't  the 
hat  could  hi-rt  Exxon  most.  Its 
st  exposure  is  under  the  principles 
^ligence  contained  in  common 
•reviously  tried  cases.  And  prece- 
it  both  the  federal  and  state  level 
dges  discretion  to  set  damage  into 


the  billions  of  dollars — and  then  multiply 
those  with  punitive  damages. 

This  open-ended  exposure  may  con- 
tribute to  a  "long,  long  war,"  says  Mel- 
vyn  I.  Weiss,  a  New  York  class  action 
lawyer.  Indeed,  most  of  the  plaintiffs' 
lawyers  are  working  on  contingency 
fees  of  up  to  25%  of  damages.  Two  fac- 
tions of  these  lawyers,  from  more  than 
75  law  firms,  spent  the  summer  getting 
organized.  They  reached  a  consensus  on 
Aug.  23,  when  each  side  held  all-day 
strategy  sessions  at  the  Hotel  Captain 
Cook  in  Anchorage,  Weiss  says.  Their 
plan,  which  the  courts  must  approve, 
calls  for  the  litigation  to  be  managed  by 
a  16-member  Coordinating  Committee, 
with  input  from  five  other  committees. 
OUTRAGE  CLAIMS.  Exxon  will  rely  mainly 
on  four  outside  firms  and  15  to  20  of  its 
175  in-house  lawyers.  The  leader  is 
Charles  W.  Matthews,  associate  general 
attorney  of  Exxon's  litigation  group. 
Like  his  opponents,  Matthews  is  prepar- 
ing for  a  siege.  "We  expect  the  litigation 
to  continue  for  some  time,"  he  says. 

Of  all  the  claims  Exxon  has  to  defend, 
its  biggest  challenge  may  be  the  suit 


[XON'S  LEGAL  PROBLEMS  ARE  WASHING 
UP  ON  BP'S  BEACH 


ver  since  the  oil  spill  in  Alaska  on 
Mar.  24,  British  Petroleum  Co. 
has  been  happy  to  stay  in  the 
)ws  of  Exxon  Corp.,  the  owner  of 
anker  that  went  aground.  But  as 
lits  over  the  disaster  mount,  BP 
be  unable  to  avoid  attention, 
has  been  sued 
egligence  in  the 
kan  courts, 
J  with  Exxon 
he  other  owners 
lyeska  Pipeline 
ee  Co.,  the  con- 
im  of  seven  oil 
anies  that  con- 

the  pipeline 
the  spill.  And  as 
ska's  largest 
iholder,  with  a 

interest,  BP 
.  be  liable  for 
of  the  damages. 
I  wonder  BP's 


BP  SHELVED  EXPLORATION  OF  THE 
ARCTIC  NATIONAL  WILDLIFE  REFUGE 


ers  vow  to  "vigorously  contest  all 
ns,"  as  one  says.  Their  strategy 
I  include  suing  Exxon:  "We're  con- 
ing claims  for  costs  incurred  be- 
3  of  the  spill,"  the  lawyer  adds, 
en  big  damage  awards  won't  do 
ous  harm  to  BP.  Its  cash  flow  this 
could  reach  $8.4  billion.  Cliff 


Haigler,  an  analyst  with  Howard,  Weil, 
Labouisse,  Friedricks  Inc.,  says  if  BP 
has  to  pay  half  of  a  billon-dollar  judg- 
ment, "it  won't  mean  anything  to  the 
investor  in  the  long  run." 

Still,  that's  a  long  time.  On  May  8, 
Alaska  lawmakers  repealed  a  tax  bene- 
fit that  encouraged 
drilling.  That  will 
cost  BP  $85  million  in 
taxes  this  year,  and 
$110  million  every 
year  thereafter.  BP 
then  scrapped  an  $80 
million  exploration 
project — and  sued 
Alaska  for  eliminat- 
ing the  tax  break  ret- 
roactively. Congress 
also  put  bp's  plans 
on  hold  when  it  de- 
layed action  on  pro- 
posals to  open  explo- 
ration in  the  oil-rich 
Arctic  National  Wildlife  Refuge. 

bp's  dilemma  may  be  how  hard  to 
fight  back.  On  Sept.  7,  it  tapped  as 
chairman  Robert  Horton,  a  Briton  who 
tends  to  speak  out.  But  maybe  not  this 
time:  If  he  sounds  too  much  like  Ex- 
xon, he  could  end  up  in  the  same  boat. 
By  Stephen  Phillips  in  Cleveland 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

11                                 Gulf  Oil 

12 

Atlantic  Ricfifield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S,  Steel 

16 

Phillips  Petroleum 

1  7 

27 
million 
Americans 
cant  read. 
And  guess 
whopao^ 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. .  by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


COUKII 


0 

cialition  for  Literacy 


"FAIRS 
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HOW  TO 
CHOOSEATAX'FREE 
PORTFOLIO 


STEP  I:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0.29  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment  $3,000. 

STEP  h.  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-662-SHIPfor 

our  free  Tax-Free  Investing  Kit. 

*Lipper  Directors'  Analytical  Data,  Summer  '89 


I  1 

Please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  the  Kit  contains  a  pro- 
spectus with  more  complete  infor- 
mation on  the  Vanguard  Mimicipal 
Bond  Fund,  including  advisory  fees, 
distribution  charges  and  other 
expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money 

Vanguard  Municipal  Bond  Fund 
Investor  Information  Department  95 
Valley  Forge,  Pennsylvania  19482 
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Alaska  filed  on  Aug.  15.  Spearheaded  p 
Baily,  whose  firm  in  private  practice  ri- 
resented  opponents  of  the  Trans-Alasi 
Pipeline  in  the  early  1970s,  the  suits 
sweeping.  It  charges  Exxon  with  neii- 
gence,  and  along  with  Alyeska  and  s 
other  owners,  with  misrepresentatioi- 
breaking  their  promises  of  an  adequ'j 
cleanup.  The  suit  accuses  the  defendai 
of  skimping  on  preparedness  just  o 
save  money." 

Alaska  wants  Exxon  to  keep  clean;* 
until  the  environment  is  restored.  Aniit 
wants  unspecified  compensatory  and  > 
nitive  damages,  plus  civil  penalites.  > 
gether,  some  estimate,  these  could  reit 
the  multiple  eight  figures.  Some  of  I 
damages  would  cover  the  public  angs- 
nicknamed  "the  tort  of  public  outrag 
State  officials  say  anxiety  levels  ie 
high,  with  growing  concern  over  cl| 
abuse  and  alcoholism  in  the  spill  re; 

Exxon  won't  discuss  its  legal  stra' 
But  its  court  filings  offer  some  h: 
For  example,  the  company  stresses 
it  prefers  claimants  to  accept  early  c| 
settlements.  And  it  makes  clear 
the  alternative  could  be:  "Aggressivi 
tigation  ...  at  the  early  [stages],  is  li 
to  harden  positions,  create  animoi 
and  make  settlement . . .  more  diffic 
SPREADING  BLAME.  Exxon's  court  filii 
also  show  that  it  will  refuse  to  take 
heat  alone.  One  of  its  key  defense; 
that  "the  actions  of  others"  are  parti 
blame  for  any  damages,  and  it  mi 
seek  to  sue  them  for  "comparative  n( 
gence."  Presumably,  Exxon  is  poin 
to  the  Coast  Guard,  Alaska,  and  otl 
that  it  claims  impeded  the  cleanup. 

Meanwhile,  the  oil  company  aln 
certainly  will  invoke  the  1851  Shipo 
ers  Limitation  of  Liability  Act,  say 
perts.  If  successful,  that  defense  c< 
let  Exxon  Shipping  Co.,  the  vessel 
er,  limit  its  liability  to  the  value  of  *W 
Exxon  Valdez  after  the  wreck — prll- 
bly  less  than  $125  million.  Under  he 
law,  Exxon  has  six  months  from  its  I'S' 
notice  of  a  claim,  or  until  Sept.  24 1< 
make  the  argument.  Serdahely  saj  i 
decision  hasn't  been  made  on  that  y:. 

While  Exxon's  lawyers  are  tied  u  i). 
court,  its  executives  are  keeping  wxi 
on  Capitol  Hill  and  Wall  Street.  Sr.t 
Washington  observers  note  that  Ex)r 
uncharacteristically,  seems  to  rely  r»r* 
now  on  industry  groups  to  makeit 
views  known.  "They  are  taking  a  lo'£; 
profile,  for  obvious  reasons,"  one  inns- 
try  official  notes.  With  the  future  ofifc 
Oil  on  the  line,  Exxon,  with  the  hel  o 
its  peers,  must  regain  the  public's  tis 
to  resume  business  as  usual.  That  /i 
be  much  harder  than  to  have  steerecJie 
Valdez  straight  in  the  first  place. 

By  Michele  Galen  in  New  York  nc 
Vicky  Cahan  in  Washington 


194  BUSINESS  WEEK/SEPTEMBER  25,  1989 


LEGAL  fi'M 


How  I  keep  my  clients  and  myself 

from  doing  time. 


A  lot  of  people  ask  me  where 
ind  time  for  everything  I'm  in- 
)lved  with.  And  my  answer  is 
ivays  the  same:  I  don't  find  time, 
nake  it. 

Proper  time  management 
is  always  been  1 
e  key  to  my 
ofessional      *  ^ 


F.  Lee  Bailey 


You.  can't  overestimate  the  critical 
iportance  of  time  management.  Keep 
urself  organized.  Take  full  advantage  of 
ery  waking  hour  Eliminate  "dead  time" 
working  whenever  possible.  On  the  bus 
n  the  plane.  In  your  can  Wherever 


have  it  typed  and  ready  to 
go  by  the  next  day.  Why,  I 
can  even  leave  a  message 
for  an  associate,  or  any- 
one else  on  my  staff  And 
they're  sure  to  get  it. 
I  also  carry  my  Dictaphone 
portable  for  any  ideas  that 
come  up  while  on  the  road.  Any 
good  lawyer  has  secrets.  Tricks 
of  the  trade.  But  nothing  takes  the  place  of 
effective  time  management.  And  nothing  helps 
you  manage  your  time  more  effectively  than 


Dictaphone  equipment.  It's  one  of  the  ways  I  keep 
I  have  many  valuable  time-saving  tools:    my  clients— and  myself— from  doing  unnecessary 
Y  car  phone,  my  fax,  my  lap-top  computer,    time.  Dictaphone.  Time  Management.™ 
d  my  Dictaphone  equipment.  ^   

'  GBW9259] 


:ing  able  to  dictate  memoranda,  notes, 
ters,  and  briefs  saves  me  enormous 
lounts  of  time. 

When  I'm  on  the  road,  for  exam- 
2, 1  can  dictate  a  letter  to  my  secretary 
y  hour  of  the  day  or  night.  Even  if 
e's  not  there,  she'll  receive  it  and 


phone'  and  Time  Management  are  trademarks 

rtaphone  CorporaUon.  Strat/ord.  CT  ©  1989  Dictaphone  Corp. 


r 


CaU  1-800-433-0880 

for  more  information.  Or  mail  to: 

Dictaphone  Corporation,  3191  Broadbridge  Avenue 

Stratford.  CT 06497-2559 


Company 
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§p  Dictaphone 

A  Pitney  Bowes  Company 
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'THE  BUSINESS  NOBODY  WANTS 

TO  TALK  ABOUr  

Wall  Street  is  fretting  over  what  the  feds  may  find  out  about  stock-loan  abuses 


They  called  him  "the  dean."  Dennis 
T.  Palmeri,  a  soft-spoken  41-year- 
old  Wall  Street  veteran,  was  re- 
spected by  his  colleagues  at  Shearson 
Lehman  Hutton  Inc.  The  company  liked 
him,  too:  It  paid  him  more  than  $1  mil- 
lion last  year  to  run  one  of  its  most 
obscure  backwaters,  its  50-person  stock- 
loan  department.  In  April,  Palmeri  took 
a  leave  of  absence,  and  two  months  later 


top  officials.  But  there's  another  worri- 
some issue:  The  Street  is  fretting  that  a 
scandal  could  turn  the  glare  of  publicity 
onto  one  of  its  most  lucrative  business- 
es. The  brokerage  houses  reap  millions 
of  dollars  in  interest  by  lending  their 
customers'  securities  without  sharing 
the  gravy  with  the  securities'  owners. 
And  the  lending  business  is  rocketing 
(chart).  As  of  midyear,  loans  outstanding 


with  the  customer  who  bought  the  stcj 
in  the  first  place. 

Here's  how  it  might  work:  A  specu 
tor  wants  to  sell  short  20,000  shares  oJ 
stock.  The  job  of  borrowing  the  shaij 
falls  to  his  broker.  If  the  shares  are 
available  from  the  broker's  own  invd 
tory  or  from  margin  accounts,  the  bj 
ker  will  arrange  to  get  the  shares  frd 
another  source.  This  might  be  anotr 


HOW  A  STOCK-IOAN  TRANSACTION  CAN  WORK 


IAcme  Brokerage  Corp.  wants 
to  borrow  20,000  shares  of 
Widget  Inc.  to  sell  short.  It  has 
Ferret  Co.,  a  "stock-loan  finder," 
arrange  for  Bulgefund  to  lend 


2 As  collateral.  Acme  provides 
Bulgefund  with  Treasury 
bills  or  other  cash-equivalent 
securities  worth  the  same  as  the 
Widget  shares,  adding  more  if 


Acme  the  shares.  Acme  sells  Wid-  Widget  rises, 
get  short  at  $12  a  share. 


3Bulgefund's  compensation 
for  lending  the  stock  is  the 
interest  it  earns  on  the  collateral, 
such  as  a  Treasury  bill  paying 
8  % .  Ferret  gets  a  fee  from 
Bulgefund  and  rebates  part 
of  it  to  Acme. 


Acme  buys  back  Widget 
at  $9  a  share,  making  a 
$60,000  profit.  It  returns  the  sto< 
to  Bulgefund.  Because  of  the 
interest  it  received,  Bulgefund 
makes  more  money  than  if 
it  had  just  held  Widget. 


he  quietly  resigned  for  what  he  called 
"personal  reasons."  He  is  gone,  but  far 
from  forgotten.  Wall  Street  is  astir  with 
fear  that  he  may  be  cooperating  in  a 
federal  investigation  of  possible  stock- 
loan  abui;es. 

No  charges  have  been  brought 
against  Palmeri.  He  could  not  be 
reached  for  cvmment,  and  his  lawyer, 
Stanley  Arkin,  did  not  return  phone 
calls.  Still,  as  one  Street  lawyer  says: 
"Dennis  knows  everyone  in  the  stock- 
loan  business.  God  knows  what  he's  tell- 
ing the  U.  S.  Attorney." 

Naturally,  the  brokerage  houses  are 
jittery  that  an  investigation  could  snare 


amounted  to  $32.6  billion,  vs.  $6.6  billion 
at  the  end  of  1980. 

Lending  stocks  owned  by  customers  is 
perfectly  legal.  The  borrowers  are  often 
short-sellers.  When  traders  want  to  spec- 
ulate that  a  stock's  price  will  fall,  they 
sell  the  stock  with  the  idea  of  buying  it 
back  at  a  lower  price.  But  they  don't 
have  the  stock  in  hand,  so  they  have  to 
borrow  it.  Brokerages  that  hold  the 
stock  in  customers'  margin  accounts  can 
lend  it  to  them.  That's  part  of  the  stan- 
dard margin  agreement  between  brokers 
and  customers.  However,  the  lending 
broker  keeps  the  interest  fee  earned  for 
the  loan  and  doesn't  usually  share  it 


broker,  or  a  bank  that  acts  as  custod 
for  pension  funds.  Say  the  value  of  t 
shares  borrowed  is  $240,000.  As  collat 
al,  the  borrowing  broker  deposits 
equivalent  amount  of  cash  or  Treasi 
bills  with  the  lender — in  this  case, 
proceeds  of  the  short  sale.  As  long 
the  stock  is  on  loan,  the  lender  eai 
interest  on  this  money.  Usually,  part 
the  interest  income  is  rebated  to  the  b 
rowing  broker. 

Sometimes  the  broker  can't  find  1 
shares  he  needs.  To  help  locate  th 
the  borrower  often  turns  to  a  third  p 
ty — the  "stock-loan  finder."  Finde 
who  work  independently  or  in  sm 
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FIN/ 


Creating  good  technology  doesn't 
satisfy  us  until  we  see  it  help  customers 
get  the  job  done.  But  we  can't  help  solve 
problems  until  we  learn  as  much  as 
possible  about  your  business. 

That's  why  we  focus  on  serving 
selected  industries.  So  we  can  apply  our 
resources  based  on  understanding  your 
specific  needs  rather  than  just  offering 
technology  for  technology's  sake. 

Unisys.  An  information  company  with 
people  experienced  in  your  industry. 
Providing  practical  solutions  for  your 
organization. 


UNISYS  AND  YOU 
The  power  of  ^ 


Unisys  Corporation. 


inance 


groups,  canvass  ir.eir  ;-;r.:aeis  oiscreetiy 
without  idenuning  ir.c  L^orrower  they're 
working  for.  If  the  finder  successfully 
locates  the  shares,  he  collects  a  finder's 
fee  from  the  lender. 

Stock  lending  is  a  key  source  of  prof- 
its for  brokers.  Palmeri's  dep>artment 
had  revenues  of  more  than  SlOO  million 
last  year.  Securities  lent  by  such  big 
firms  as  MerriD  Lynch  &  Co.  and  Shear- 
son  at  the  end  of  19SS  totaled  more  than 
S2  billion  a:  each  firm.  — 
SEX  AND  wtucs.  As  good  as  the  busi- 
ness is,  it  could  be  even  better.  Gov- 
ernment investigators  believe  that 
some  of  the  employees  who  arrange 
these  stock-loan  transactions  are 
skimming  off  money  for  themselves. 
"Tn  this  business,  you  have  clerks 
making  S20.000  a  year  wearing  PiC^- 
lex  watches  and  going  to  Hawaii  on 
vacation.''  says  one  industr."  execu- 
tive. A::.-  i'-.-ther.  "Half  these  guyi 
have  r:.::-  ;eweln.-  than  my  wife, 
and  I  always  want  to  wash  my 
hands  after  meeting  them." 

Authorities  and  brokerage  execu- 
tives alike  suspect  that  some  stock- 
loan  aides  accept  big-money  kick- 
backs, sexual  favors,  and  drugs  in 
exchange  for  routing  business.  Says 
the  chief  financial  officer  of  a  major 
securities  firm:  Stock  lending  is  "the 
dirtiest  business  in  the  entire  broker- 
age business         It's  the  business 

nobody  wants  to  talk  about." 

The  catalyst  for  the  stock  lending 

boom  has  been  takeover  mania.  As   

the  size  of  mergers  and  acquisitions 
grew  dramiatically,  the  stock-loan  busi- 
ness climjbed.  Takeover  artists  have 
found  an  increasing  need  to  'oorrow 
stock  for  their  forays,  and  brokerage 
houses  are  eager  to  lend  iL  Arbitrageurs 
have  become  the  biggest  customers  of 
stock-loan  departments.  They  often  buy 
stock  in  one  company  involved  in  a  take 
over  and  short  the  stock  of  the  other. 
This  forces  them  to  borrow  secxirrcies. 
Many  on  Wall  Street  speculate  that  it 
was  Ivan  F.  Boesk].".  the  arbitrageur  in 
prison  for  %iolating  insider-trading  laws, 
who  ripped  off  investigators  about  possi- 
ble v.Tongdoing  in  stock  loans. 

Government  investigators  have  been 
working  on  the  stock-loan  probe  for  at 
least  vx-o  years.  The  U.  S.  Attorney  in 
Mar.ha.ttan  and  the  Securities  &.  Ex- 
change Commission  decline  to  comment 
on  whether  an  investigation  is  under 
way  But  according  to  the  head  of  one 
large  "irrr.'s  legal  di\-ision.  the  U.  S.  At- 
torney—tr.  en  Pwudolph  W.  Giuliani — ""be 
gan  pap'erir.g  the  Street  with  subpoenas 
about  the  stoor-joan  business  about  two  i 
years  ago.  Every  major  firm  got  one." 

The  stock  lending  area  is  one  "that 
has  not  been  adequatedly  super\-i5ed 


over  tbe  years,   say;  ^ri  an  i 

attorney  and  former  r.cai  ;:  tne  SEC's  j 

New  York  office.  By  and  large,  the  in-  | 

dustry  lacks  controls  that  could  help  it  | 

detect  illegal  kickbacks  that  amount  to  \ 

embezzlement,  he  asserts.  Most  broker-  j 
age  houses.  Sorkin  says,  let  stock-loan 
employees  do  their  work  with  an  infor- 

malrc]«"  uncharacteristic  of  their  other  op-  | 

erations.  The  stock-loan  employees  are  ' 
frequently  given  wide  freedom  to  select 


LENDING  EQUITIES: 
A  SIZZLING  BUSINESS 


s:     [     i:     ti     u    a    a    a    bi  t'y 

DSk  m  "DP,(  y'.i'J  E).:hUl5t 

and  compensate  s  j>c.k.  fmcers.  ^Nliile  it  is 
legal  for  a  firm  to  lend  out  securities  i 
held  by  chents  who  purchased  them  on 
margin,  it's  against  the  law  for  brokers 
to  lend  stock  for  which  customers  have 
paid  in  full  in  cash  accounts — a  line,  offi- 
cials suspect,  that  may  sometimes  be 
crossed. 

The  industrj"  refutes  allegations  that 
it  is  too  lax  in  overseeing  its  employees. 
Says  one  brokerage  president:  "The 
stock-loan  departments  are  hea%ily  su- 
pervised." Yet  another  brokerage  offi- 
cial concedes:  "Y'ou  can't  watch  your  em- 
ployees all  the  time.  Sometimes  they  go 
bad  on  you.'' 

According  to  Sorkin,  the  stock-loan  de- 
partments frequently  don't  even  report 
all  their  activities  to  the  front  office.  The 
absence  of  strict  controls  makes  it  easv 


'Half  these  guys  have  more 
jeweln'  than  my  wife,  and  I 
always  want  to  wash  my 
hands  after  meeting  them' 


for  Clerks  to  siphon  off  funds  til 
should  flow  back  to  their  firms.  As 
the  finders,  they  aren't  regulated  by  4 
SEC  because,  technically,  they  aren't  hi 
ing  or  selling  stock — ^they're  merely 
ranging  for  it  to  be  borrowed.  "Ther 
nothing  evil  about  the  finders'  busine 
but  they  should  be  registered  with 
SEC."  says  Anne  C.  Flannery.  a  N 
York  lawyer  and  a  former  SEC  enf 
ment  director  in  its  New  York  o' 
—  "The  SEC  should  naake  them  keep 
same  kinds  of  accounting  rec-o~ 
as  brokerage  bouses. 

Over  the  past  several  years. 
SEC  has  brought  a  number  of 
cnarging  securities-law  violations 
volving  stock-loan  departments. 
1987.  Shearson  was  censured  for 
authorized  use  of  customer 
ties.  In  1983.  the  SEC  censured  . 
rill    Lynch    and    two  reg: 
brokerage  firms,  Advest  Inc. 
McDonald  &  Co.,  for  failure  t.: 
pervise  three  employees  in  ■ 
stock-loan  departments.  The  oorrj 
sion  said  the  trio  monkeyed 
their  firms'  records  to  divert 
million  to  the  account  of  a  stock-l(| 
finder  in  New  Jersey,  who  used 
money  for  various  securities  tran; 
tions  and  then  returned  it,  provjd| 
the  brokerage  hoiise  employees 

BrrxER  MEMKMtY.  In  1988,  a  fon^ 
i^r-.-T--  ::  the  New  York  brokers 
Yi.-j.  Meehan  &  Co.  was  senten| 

 ^  to  18  months  in  jail  and  fi^'e  ye 

probation  for  tax  evasion  and  oonspir 
to  commit  securities  fraud.  The 
stemmed  from  an  alleged  scheme| 
which  the  partner  arranged  for  rel 
to  be  paid  in  cash  to  him,  instead 
the  finn. 

Could  investigators  turn  up  even 
troubling  revelations"?  So  far,  it  seen 
depend  on  what  if  anjihing,  Pa 
can  tell  them.  The  firms  say  they 
under  investigation.  "At  this  point.  wJ 
not  a  target"  says  a  Shearson  offid 
Spokespeople  at  Merrill,  Morgan 
ley.  PaineWebber.  Bear  Steams, 
Dean  Wrcter  P^eynolds  say  they  hav^ 
been  asked  for  any  information  in  re 
months  in  connection  with  a  govemr 
investigation. 

Yet  Wall  Streeters  remember  that 
thjee  years  ago.  a  few  other  ther 
scure  brokerage  house  employees  st 
ed  spilling  the  beans  to  the  gover 
and  touched  off  the  insider-trading  5^ 
dal.  Right  now,  there's  no  indication 
a  stock-loan  investigation  would  pr 
a  scandal  of  the  same  magnitude.  Bt 
the  least  it  could  begin  to  reveal 
secrets  of  one  of  the  Street's  most 
itable  businesses. 

Bu  Jon  Fried'T'ian  in  .Wir 
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We've  been  helping  customers  speed 
products  to  market  ever  since  compu- 
ters hit  plant  operations.  Today  many  of 
the  world's  largest  manufacturers  have 
joined  the  tradition. 

Customers  like  United  Technologies, 
Westinghouse  and  Alcoa  use  our 
hardware  and  software  for  planning, 
scheduling  and  controlling  their 
manufacturing  and  distribution. 

Today  our  Computer  Integrated 
Manufacturing  systems  help  manufac- 
turers be  more  flexible,  responsive  and 
competitive  by  using  information  to 
reduce  costs  and  control  processes. 

By  focusing  on  manufacturing,  and 
better  understanding  how  to  contribute, 
we  help  more  than  15,000  customers 
worldwide  manage  people,  material, 
machines,  money  and  time-your  most 
critical  resources. 

And  in  leading  the  drive  to  open 
architecture  using  industry  standards, 
we  make  products  that  work  with  other 
information  systems.  That  protects  your 
existing  investment  while  allowing  you 
to  exploit  new  opportunities. 

If  you're  looking  to  manufacture 
profits  as  well  as  products,  call 
1-800-547-8362  today. 
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MONEY  &  BANKING  I 


BANKS  ARE  GETTING  THOSE 
THIRD  WORLD  JITTERS  AGAIN 


Manny  Hanny  may  start  a  new  round  of  reserve-building 


It  may  go  down  in  the  books  as  one  of 
the  shortest  ralHes  on  record.  On 
Sept.  11,  Manufacturers  Hanover  re- 
vealed that  it  was  close  to  selling 
a  chunk  of  its  business-lending  unit,  CIT 
Group,  to  Japan's  largest  bank,  Dai-Ichi 
Kangyo.  Shares  in  Manufacturers  Hano- 
ver Corp.,  the  seventh-largest  American 
bank,  jumped  almost  3  points,  to  42 1/2. 
More  than  half  a  million  shares  were 
traded,  twice  the  normal  volume.  The 


sions,  is  still  vivid  on  Wall  Street.  At  the 
time,  Citicorp  took  the  lead,  adding  $3 
billion  to  its  bad-loan  reserves,  and  other 
banks  quickly  followed.  While  widely 
hailed  as  a  prudent  step,  it  was  never- 
theless costly.  None  of  the  money-center 
banks  emerged  unscathed;  Citicorp  alone 
posted  a  $1  billion  loss  for  the  year. 

Ever  since,  bankers  and  investors 
have  had  mixed  emotions  about  boosting 
reserves.  The  developing  countries  owe 


pressure  on  U.  S.  banks  to  bolster  th 
reserves.  Three  rating  agencies- 
Moody's,  Standard  &  Poor's,  and  IBCA 
have  begun  urging  money-center  ban 
to  increase  reserves  to  about  the  sar  \ 
levels  as  their  British  peers.  The  reaso  r 
Debtor  nations  are  stepping  up  calls  f 
relief  and  may  well  get  it. 
NO  PANACEA.  Using  a  strategy  workj 
out  by  U.  S.  Treasury  Secretary  Nicl 
las  F.  Brady,  Mexico  and  its  lenders 
cently  agreed  to  cancel  up  to  35%  of 
$54  billion  bank  debt.  Existing  reserv] 
could  cover  that.  But  now,  Venezuela 
angling  for  a  50%  write-down  on  t 
amount  it  owes  commercial  banks,  a: 
Poland  is  suggesting  either  a  65%  wrr 
down  or  a  one-year  moratorium  on  int< 
est  payments.  On  top  of  this,  Argenti 
is  a  year  and  a  half  behind  in  interc 
payments,  and  Brazil  is  threatenii 
banks  around  the  world  that  it  will  for 
a  $2.8  billion  interest  payment  due 


BANK  STOCKS  ARE 

...AND  BiG  LOSSES 

Id. 

TREADING  WATER. 

MAY  LIE  AHEAD 

July  31       Sept.  13 

Dollars  per  share 

Cost  of  a  (i 
boost  in  reserves*  iotes 

Billions  of  do 

BANKAMERICA 

$32 

$32 

BANKAMERICA 

$1.4 

BANKERS  TRUST 

55 

53 

BANKERS  TRUST 

0.5 

CHASE  MANHAnAN 

39 

38 

CHASE  MANHAnAN 

1.2  1 

CHEMICAL  BANKING 

39 

36 

CHEMICAL  BANKING 

0.9 

CITICORP 

33 

31 

CITICORP 

1.9  1 

MANUfACTURERS  HANOVER 

43 

41 

MANUFACTURERS  HANOVER    2.0  1 

J.  P.  MORGAN 

41 

40 

J.P.  MORGAN 

0.9  1 

'Estimate  assumes  reserves  go  to  45%  of  Third  World  loans  from  average  24.8%  * 
DATA,  BRIDGE  INFORMATION  SYSTEMS  INC  ,  STANDARD  8,  POOR'S  CORP. 


12  months  ended  Ji 


THE  BANK'S  PARK  AVENUE  HEADQUARTERS:  FOR  SALE? 


following  day,  the  stock  had  stalled. 

It's  not  that  Wall  Street  had  suddenly 
turned  cool  to  a  deal  with  Dai-Ichi  Kan- 
gyo Ltd.  Analysts  reckon  that  Manny 
Hanny  could  pick  up  as  much  as  $1.5 
billion  by  selling  607<  of  CIT.  That  could 
go  a  long  way  to  shoring  up  the  bank 
against  troubled  Third  World  loans. 
PRUDENT  BUT  COSTLY.  But  therein  lies 
the  problem  with  the  stocks  of  all  mon- 
ey-center banks.  "There  was  a  kind  of 
morning-after  realization,"  says  analyst 
George  M.  Salem  of  Prudential-Bache 
Securities  Inc.,  that  if  the  Manny  Hanny 
deal  goes  through,  other  big  U.  S.  banks 
would  feel  free  to  bolster  reserves,  tem- 
porarily depressing  all  bank  stocks.  Up 
to  now,  Citicorp  and  other  biggies  have 
been  holding  back  in  part  for  fear  that 
Manny  Hanny  and  other  weaker  banks 
couldn't  afford  to  match  their  moves — 
and  that  any  failure  to  keep  pace  could 
touch  off  a  panic. 

Indeed,  the  memory  of  1987,  when  big 
U.  S.  banks  shunted  some  $33  billion  out 
of  profits  and  into  their  loan-loss  provi- 


the  14  largest  U.  S.  banks  $59  billion,  but 
only  about  30%  of  the  total  is  covered  by 
reserves.  Should  they  have  to  write  off 
more  than  that,  it  would  come  right  out 
of  earnings  or  capital.  The  U.  S.  reserve 
level  is  woefully  low  when  compared 
with  big  European  banks,  some  of  which 
have  set  aside  75%  to  100%  of  their  expo- 
sure. Just  how  small  American  bank  re- 
serves are  was  underscored  over  the 
summer,  when  the  Bank  of  England  en- 
couraged big  British  banks  to  increase 
their  reserves  to  50%  of  their  Third 
World  debt.  It  cost  them  $3  billion  to 
move  up  from  about  33%. 
The  London  moves  are  adding  to  the 


Major  U.S.  banks  set 
aside  30%  of  their  loans. 
Big  European  banks 
cover  75%  to  100% 


September.  The  Brady  Plan  may 
help  borrowers  stave  off  civil  strife, 
it  "has  not  turned  out  to  be  a  panace 
for  the  banks,  says  Pru-Bache's  SaleJ 

The  push  for  higher  reserves  a 
comes  at  a  time  when  analysts  are  ze 
ing  in  on  bad  real  estate  loans  at  hor  ' 
Roughly  10%'  of  Chemical  Banki 
Corp.'s  $9.6  billion  in  commercial  r 
estate  loans  are  nonperforming.  At  C 
corp,  the  largest  U.  S.  real  estate  lend 
the  value  of  bad  loans  and  foreclos  pt 
properties  rose  by  a  worrisome  80% 
the  first  half,  to  nearly  $1.6  billion. 

Despite  the  pressure,  big  banks  woi| 
rather  not  embark  on  another  round! 
reserve  building.  Although  not  ruli 
out  an  increase  later  this  year,  Citicc 
Chairman  John  S.  Reed  told  analysts 
Sept.  13  that  he  is  "comfortable"  w 
the  current  level  of  reserves.  The  rel 
tance  is  understandable.  The  sort  of 
crease  suggested  by  the  ratings  ag 
cies  would  wipe  out  earnings 
seriously  deplete  capital  (table).  Addi| 
to  reserves  could  also  undo  the  rall\ 
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Bank  America.  Chase.  Am^^a's  top\ 
banks  have  more  in  common  fh^n  an  \ 
uncommon  ability  to  succeed.  ^\  ,  \ 
Twenty-three  of  the  25  most  powerfyl 
U.S.  banks  also  share  an  ability  to  ^ 
put  their  best  and  brightest  ideas  into 
action— with  Unisys  banking  solutions. 

With  branch  automation  that 
improves  customer  service  and  lower 
costs.  With  modular  host  systems 
and  networks  that  integrate  customer 
and  market  data  to  create  new,  or 
modify  existing,  products.  With  industry 
leading  processing  systems. 

Banks  of  all  sizes  depend  on  Unisys 
for  all  kinds  of  critical  applications. 

t  whatever  the  solution,  the  common 
enominator  is  improved  performance. 
Find  out  what  we  can  offer  you.  Call 
today  at  1-800-547-8362. 
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UNISY 


bank  stocV  vvliich  had  been  out  of  fa- 
vor for  :^ijst  of  1988.  Money-cenLer  bank 
stock  iLave  advanced  by  30  since  the 
st^  of  the  year  vs.  25?^'  '  ur  the  Stan- 
'  rd  &  Poor's  500-stocK  iiidex.  While 
aelped  in  part  by  the  irength  of  the 
broader  market  and  lo^  er  interest  rates, 
the  gain  also  reflef  .  d  investor  hopes 
that  banks  had  tur  •<  the  corner  on  the 
debt  crisis.  The  ¥  ;ico  deal  alone  caused 
bank  stocks  to  '  se  sharply  at  the  end  of 
July. 

Still,  mon  center  banks  trade  at  a 
price-earni'' j;s  ratio  of  only  5.5,  against 
the  13.5  verage  multiple  for  the  S&P 
500.  Th'  laggard  p-e  reflects  the  mar- 
ket's k'  W  valuation  of  Third  World  loans. 
If  banks  raised  reserves  to  allow  them 
to  write  off  more  of  these  loans,  stock 
prices  could  climb  sharply  in  anticipation 
of  a  less-burdened  future.  But  first  the 
banks  would  feel  some  pain. 
EASING  IN.  Mark  Gross  of  ibca  Inc.  esti- 
mates that  Manny  Hanny  is  now  about 
19%  reserved,  compared  with  23%  at  Citi- 
corp and  30%  at  BankAmerica.  Increas- 
ing Manny  Manny's  reserves  to  50% 
would  cost  it  $2.47  billion,  wiping  out 
most  of  its  existing  capital.  Chemical 
would  also  have  trouble  meeting  a  50%- 
threshold.  The  bank  is  still  digesting  its 
acquisition  of  Texas  Commerce  Banc- 
shares  Inc.  in  Houston  and  Horizon  Ban- 
corp in  Morristown,  N.  J.,  notes  S&P's 
Andrew  M.  Aran.  Indeed,  Chemical  had 
to  buttress  its  capital  base  by  selling  7 
million  shares  of  common  last  December 
before  paying  $650  million  for  Horizon. 

Nevertheless,  big  banks  will  have  to 
improve  reserve  ratios  eventually.  But 
analysts  believe  they  will  pursue  a  more 
conservative,  gradual  strategy  to  avoid 
the  wrenching  side  effects  that  followed 
1987's  round.  Some  banks  have  already 
started.  Chase  Manhattan  Corp.  has  qui- 
etly added  $50  million  to  its  reserves  in 
each  of  the  last  six  quarters,  although 
its  coverage  remains  at  26%>.  Bankers 
Trust,  Chemical,  and  BankAmerica  have 
also  increased  bad-loan  provisions. 

So  far,  First  Chicago  remains  the  only 
big  U.  S.  bank  to  exceed  40%  coverage. 
And  none  has  come  close  to  the  100% 
reserves  held  by  some  regional  banks, 
such  as  Barnett  Banks  Inc.  and  ncnb 
Corp.  To  match  this  kind  of  coverage, 
money-center  banks  will  need  cash.  In 
addition  to  the  sale  of  CIT,  Manny  Hanny 
is  rumored  to  be  interested  in  selling  its 
Park  Avenue  headquarters  for  about  $1 
billion.  That  could  go  a  long  way  to 
strengthen 'ing  the  bank's  anemic  balance 
sheet.  It  m  v  also  send  other  big  banks 
a  signal  that  it's  finally  time  to  stop 
pretending  they'll  ever  collect  on  the 
bulk  of  their  Third  Weld  loans. 

By  John  Meehan  and  William  Glasgall 
in  New  York 
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DAI-ICHI'S  MOVE  ON  CIT: 
IT'S  BOLD— AND  ABOUT  TIME 


The  world's  biggest  bank  has  been  slow  to  expand  overseas 


Its  $384  billion  in  assets  make  Dai-Ichi 
Kangyo  Bank  the  world's  biggest. 
But  if  it  were  not  for  Manufacturers 
Hanover  Corp.'s  debt  woes,  DKB  would 
still  be  a  blip  on  the  U.  S.  scene.  Since 
setting  up  shop  in  New  York  three  de- 
cades ago,  Dai-Ichi  has  studiously 
avoided  the  limelight,  leaving  most  of 
the  takeover  action  to  such  headline- 
grabbers  as  Sumitomo  Bank,  Sanwa 
Bank,  Fuji  Bank,  and  Bank  of  Tokyo. 


JAPAN'S  DAI-ICHI: 

BIGGER  THAN  CITI, 
BUT  LESS  PROFITABLE 


Dai-Ichi  Kangyo  Bank*  Citicorp* 

Billions 

ASSETS 

$384 

$208 

DEPOSITS 

349 

157 

MARKET  VALUE** 

72 

11 

NCT  INCOME 

1.4 

1.9 

RETURN  ON  EQUITY 

16% 

21% 

RETURN  ON  ASSETS 

0.38% 

0.90% 

*Fiscal  yeor  ended  Mar.  30  for  Doi-lchi  Kongyo  end 

1 988  results  for  Citicorp  *  *  As  of  Sept .  11 

DATA,  IBCA  BANKING  ANALYSIS  LTD  ,  MORGAN  STANLEY  CAPITAL 
INTERNATIONAL  PERSPEGIVE 


Outside  Japan,  DKB  runs  only  a  dozen 
branches,  far  fewer  than  many  of  its 
smaller  competitors. 

Now  stodgy  DKB  is  trying  to  make  up 
for  lost  time.  In  moving  to  buy  60%-  of 
Manny  Hanny's  CIT  Group  for  $1.5  bil- 
lion— the  largest  takeover  by  a  Japanese 
bank  in  the  U.  S. — DKB  stands  to  gain  a 
nationwide  sales  force  and  a  direct  line 
into  the  American  heartland.  "It's  a  very 
bold  step,"  says  Tomio  Fuchu,  general 
manager  of  Mitsui  Bank  Ltd.'s  overseas 
planning  division. 

If  it  goes  ahead  and  buys  most  of  CIT, 
which  specializes  in  leasing,  DKB  would 
join  such  rivals  as  Fuji  Bank  Ltd.  and 
Sanwa  Bank  Ltd.,  which  also  have 
picked  up  big  leasing  companies  in  re- 
cent years.  But  it's  another  question 
whether  CIT,  which  earned  $120  million 
in  1988  on  assets  of  $9  billion,  will  do 
much  to  bolster  the  Japanese  giant's 
profitability. 

The  product  of  a  1971  merger  between 
Dai-Ichi  and  Nihon  Kangyo  banks,  DKB 


boasts  Japan's  largest  branch  netwo: 
But  DKB  lags  by  most  other  measun 
Because  it  lacks  the  historical  ties  to 
industrial  groups  that  many  of  its  coi 
petitors  have,  DKB  has  been  unable 
make  major  inroads  among  Japan's  f; 
growing  exporters.  DKB  staffers  gem 
ate  just  half  the  earnings  per  capita 
their  rivals  at  Osaka-based  Sumito: 
Bank  Ltd.  That  has  left  the  Tokyo 
ant's  return  on  assets  (table)  next  to  1; 
among  Japan's  big  commercial  ban! 
DKB  soon  may  even  lose  its  leaders 
crown:  Taiyo  Kobe  Bank  and  Mi 
Bank  recently  announced  plans  to  mer| 
next  Apr.  1,  creating  a  behemoth 
$371  billion  in  assets.  Dai-Ichi  "isn't 
most  profitable  bank,  and  it  may 
longer  be  the  biggest,"  says  Stuart 
Matthews  of  Tokyo  stockbroker  B; 
clays  de  Zoete  Wedd  Ltd.  "So  what 
its  selling  point  be?" 
OLD  RIVALRIES.  Most  analysts  tr 
dkb's  troubles  back  to  strains  that  h; 
lingered  ever  since  its  merger.  The  b; 
maintains  separate  personnel  chann| 
to  handle  the  two  sides  of  the  bank, 
jobs  still  rotate  between  onetime 
Ichi  and  Nihon  Kangyo  officials.  Old 
valries  among  employees  of  the  fori 
competitors  have  hampered  efforts 
cut  costs  by  shutting  offices  and  la; 
off  workers.  As  a  result,  some 
branches  in  Tokyo  still  stand  nearly 
posite  each  other.  "In  Japan,  you  c 
fire  everyone  after  a  merger,"  says 
government  official.   "Improving  e| 
ciency  takes  a  lot  of  time." 

Analysts  say  the  tensions  have 
tracted  officials  while  the  competi 
set  up  overseas  subsidiaries  and  boui 
banks  in  the  U.  S.  "DKB  officials  cI 
they're  almost  one  bank  now,"  says 
chairman  of  another  big  Japanese  b 
"But  this  is  18  years  later." 

DKB  General  Manager  Hiroshi  N 
shima  insists  that  despite  the  strai 
the  bank  is  focusing  on  shoring  up 
profits  by  expanding  lending  and  p 
ing  into  new  businesses.  "Assets  can 
be  the  only  measurement,"  he  says, 
when  the  earnings  upturn  will  com( 
anybody's  guess.  Until  DKB  can  get 
act  together  at  home,  it  isn't  apt  to  h 
star  abroad. 

By  Ted  Holden  in  To 
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The  right  computer  system  can  help 
airlines  increase  cargo  profits,  instead 
of  grounding  them  in  paperwork. 

Our  USAS  Cargo  System  speeds 
information  processing  by  handling 
booking  and  space  control,  shipment 
tracking,  and  automated  accounting. 

Unisys  is  a  full-service  provider 
with  more  than  25  years  of  experience 
in  the  airline  industry,  from  cargo  to 
passenger  services.  But  that's  not  all. 
We  have  a  complete  line  of  hardware, 
ftware,  and  networking  solutions 
signed  to  help  customers  in  other 
dustries  become  more  competitive 
too. 

The  leading  airlines  already  know  how 
the  power  of  ^  can  help  their  business. 
To  find  out  for  yourself,  call  Unisys  today 
at  1-800-547-8362. 


UNISYS  AND  YOU 
The  power  of  ^ 


inaneie 


CORPORATE  FINANCE  I 


BUSINESS  SURE 
TO  RETIRE  THIS 


WOULD  LIKE 
BILL 


Workers  would  get  power  over  $1.4  trillion  in  pension  funds 


The  idea  seemed  so  preposterous 
that  few  companies  took  it  serious- 
ly. Sponsored  by  an  obscure  con- 
gressman, legislation  giving  workers  a 
voice  in  managing  $1.4  trillion  worth  of 
pension  funds  seemed  to  have  no  chance. 
Then  the  unexpected  happened. 

Acting  with  no  fanfare  on  July  13,  the 
House  Education  &  Labor  Committee 
quietly  attached  Representative  Peter  J. 
Visclosky's  (D-Ind.)  pension-power  pro- 
posal to  the  massive 
budget  bill  that  is  wend- 
ing its  way  through 
Congress.  "Workers," 
says  Visclosky,  "have  a 
critical  stake  in  the  op- 
eration of  their  retire- 
ment funds." 

Now,  business  lobby- 
ists aren't  just  taking 
notice — they're  petri- 
fied. The  measure 
would  require  compa- 
nies to  set  up  boards 
composed  equally  of  ex- 
ecutives and  workers  to 
oversee  pension  invest- 
ments. Because  pension 
funds  are  the  biggest  pool  of  investment 
capital,  the  change  could  send  shock 
waves  through  financial  markets.  Pen- 
sion funds  are  a  major  financier  of  take- 
overs— a  pattern  that  workers  might  try 
to  change.  "There  are  a  tremendous 
number  of  unknowns,  and  the  financial 
markets  don't  like  unknowns,"  says  A. 
Herbert  Nehrling,  assistant  treasurer  at 
Du  Pont  Co. 

LABOR'S  CLOUT.  Employers  are  more 
concerned  about  the  effect  the  labor- 
backe'l  legislation  would  have  on  how 
they  run  their  companies.  Executives  of 
nonunion  businesses  fear  that  the  mea- 
sure, which  requires  workers  to  elect 
their  own  pension  trustees,  could  be  the 
first  step  ix^ward  labor  organizing.  And 
unionized  corporations  feel  that  giving 
workers  an  equal  voice  in  making  invest- 
ments— and  in  voting  proxies — would 
radically  increase  labor's  power  to  influ- 
ence corporate  behjivior  in  everything 
from  apartheid  to  pollution  and  day  care. 

Visclosky's  measure  is  just  one  of  sev- 
eral pension  ideas  that  business  loathes. 
Both  House  and  Senate  are  mulling  pro- 


posals that  would  make  it  tougher  for 
companies  to  convert  excess  pension  as- 
sets to  their  own  use.  Senator  Nancy 
Kassebaum  (R-Kan.)  is  considering  rais- 
ing some  money  by  slapping  a  capital- 
gains  tax  on  profits  from  pension  funds' 
short-term  investments,  which  now  are 
tax-exempt.  And  the  Labor  Dept.  is 
studying  ways  to  make  it  easier  for 
workers  to  transfer  pension  benefits 
when  they  change  jobs. 


tion  out  of  concern  that  pension  asse 
are  fueling  leveraged  buyouts  that  cc; 
workers  their  jobs.  Labor  Dept.  stat 
tics  show  that  about  2%  of  all  pensi 
assets  are  invested  in  junk  bonds,  mai 
of  them  takeover-related. 
WHOSE  RISK?  Unions  argue  that  they  ( 
serve  a  say  in  investments.  "It's  ti 
workers'  money  in  the  first  place,  1 
cause  pensions  are  deferred  wages 
says  AFl^ciO  lobbyist  David  L.  Mallinc 

Management  disagrees  strongly, 
der  many  plans,  companies  guarantee 
specific  retirement  benefit.  If  inve 
ments  go  sour,  employers  must  chip 
the  cash  for  the  promised  payout.  I 
cause  they  take  all  the  risk,  employ( 
say  they  should  control  the  investmen 

Although  worker  trustees  would 
subject  to  the  same  fiduciary  standar 
as  employers,  companies  fear  the  e 
ployees  would  sacrifice  some  perf 
mance  to  their  political  and  social  ag( 


Pension  reform  is  "in"  on  Capitol  Hill, 
and  that's  unsettling  to  pension  manag- 
ers already  reeling  from  a  decade  of  re- 
visions in  federal  regulations.  Studies  by 
business  groups  and  academics  suggest 
that  the  current  rules — most  of  them  in- 
tended to  protect  workers'  benefits — 
may  be  leading  companies  either  to  ter- 
minate their  pension  plans  or  to  decide 
not  to  offer  them.  And  the  Bush  Admin- 
istration, according  to  Deputy  Labor 
Secretary  Roderick  A.  DeArment,  fears 
that  the  Visclosky  approach  could  has- 
ten the  erosion  of  pension  benefits. 

Visclosky  sees  the  dispute  differently. 
He  says  he  decided  to  offer  the  legisla- 


PENSION  PROFILE 

Private  single-employer  funds 


NUMBER  OF  PLANS 

871,900 

PARTICIPANTS 

35.3  million 

TOTAL  ASSETS 

$1.43  trillion 

DATA:  LABOR  DEPT. 


das.  "The  ability  of  the  plan  to  meet  - 
obligations  will  be  diminished,"  s:: 
Vance  Anderson,  assistant  general  co  i 
sel  at  Allied-Signal  Inc. 

While  the  potential  decline  in  fic 
performance  is  a  major  concern  to  mi 
agers,  what  really  horrifies  them  is  t 
possibility  of  worker  encroachment  n 
their  decision-making  turf.  Comptiy 
pension  funds  hold  35%  of  all  corporfc 
stock  and  almost  always  cast  their  pr© 
ies  in  support  of  management.  "Theit 
so  much  money  here  that  whoever  ca- 
trols  it  will  be  in  control  of  Ameriin 
industry,"  says  Mark  J.  Ugoretz,  ex€U- 
tive  director  of  the  ERISA  Industry  C(D- 
mittee,  an  employer  group.  , 

That  may  be  a  bit  of  an  exaggeratik 
Still,  the  measure  has  certainly  vm 
business'  attention.  The  Viscloiiy 
amendment,  which  has  never  been  le 
subject  of  hearings,  seems  unlikelyEO 
sneak  its  way  into  law  in  its  currat 
form  this  year.  But  it  serves  notice  tat 
many  battles  over  pensions  lie  aheadin 
Capitol  Hill. 

By  Susan  B.  Garland  in  Washingin 
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you  think  people  might  think  you  order  Chivas  to  show  off, 
laybe  you're  thinking  too  much. 


BY  GENE  G.  MARCIAL 


IS  THERE  A  'BUYOUT' 
SIGN  ON  THIS 
RAILROAD'S  ROUTE? 


'ansas  City  Southern  Industries 
appears  to  be  the  next  gravy 
strain  for  some  sawy  asset-val- 
ue investors.  They've  been  jumping 
aboard  this  operator  of  a  1,683-mile 
railroad  system,  driving  its  stock  up  to 
52  from  32  in  June. 

Given  the  industry's  rash  of  mergers 
and  the  trend  among  big  railroads  to- 
ward renewed  focus  on  rail  operations, 
these  players  think  that  Kansas  City 
Southern  is  ripe  for  a  restructuring,  a 
takeover,  or  a  leveraged  buyout. 

The  stock  was  fired  up  in  late  June, 
when  the  Eighth  Circuit  U.  S.  Court  of 
Appeals  reversed  an  $844  million  anti- 
trust verdict  issued  by  a  South  Dakota 
court  in  1984.  The  overturned  verdict 
favored  the  state  of  South  Dakota, 
which  claimed  that  Kansas  City  South- 
ern conspired  with  other  railroads  to 
obstruct  the  building  of  a  coal-slurry 
pipeline  from  Wyoming  to  Texas.  On 
Aug.  18,  the  Court  of  Appeals  again 
gave  Kansas  City  Southern's  shares  a 
boost  when  it  rejected  South  Dakota's 
reconsideration  plea. 

"With  that  burden  removed,  the 
company  can  now  start  working  to- 
ward getting  the  full  value  of  its  vari- 
ous assets,"  says  a  big  New  York  in- 
vestment manager  who  has  been 
accumulating  shares.  At  the  same 
time,  he  notes,  the  decision  makes  the 
company  vulnerable  to  a  raid. 
'VAST  PROPERTIES.'  This  pro  puts  Kan- 
sas City  Southern's  breakup  value  at 
$75  to  $100  a  share,  depending  on  "how 
much  its  vast  real  estate  properties, 
including  8,200  acres  of  land  and  20 
Kansas  City  office  buildings,  go  for." 
The  company's  railroad  system  spans 
Arkansas,  Kansas,  Louisiana,  Missouri, 
Oklahoma,  and  Texas.  Other  assets  in- 
clude 85%  of  DST  Systems,  a  publicly 
held  provider  of  software  systems  for 
the  mutual-fund  industry,  worth  $22  a 
share;  a  16%  interest  in  a  telecommuni- 
cations unit  of  Williams  Cos.,  worth 
$15  a  share;  an  81%  stake  in  Janus 
Capital,  an  investment  firm,  worth  $3  a 
share;  and  a  23%  stake  in  First  of 
Michigan  Capital  and  17%  in  ALC  Com- 
munications, each  worth  $1  a  share.  So 
its  stock  holdings  alone  are  worth  $42. 

The  betting  is  that  Kansas  City 
Southern  will  sell  off  most,  if  not  all, 
of  its  nonrailroad  assets  and  use  the 


KANSAS  CITY  SOUTHERN 
ON  THE rAST  TRACK 
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money  to  pay  off  debt  and  repurchase 
a  chunk  of  its  shares.  Management 
owns  some  13%  of  the  stock,  and  em- 
ployees, through  an  employee  stock- 
ownership  plan,  own  14.8%. 

One  big  stakeholder,  Hallmark 
Cards,  which  holds  9.9%,  thwarted  a 
raid  by  New  York  investor  Howard 
Kaskel  last  year  when  it  helped  the 
company  buy  out  his  10%-  holding  at 
$60  a  share — $10  more  than  the  stock 
was  then  selling  for.  Hallmark  has 
close  ties  with  E.  M.  Warburg,  Pincus 
&  Co.,  which  also  owns  nearly  10%. 

Some  people  say  that  Chairman  Wil- 
liam Deramus  HI,  who  is  73,  wants  his 
son,  45-year-old  William  Deramus  IV, 
now  chief  operating  officer  of  the  rail 
operations,  to  take  control  when  he  re- 
tires. Deramus  fears  that  a  possible 
Hallmark-Warburg  move  could  dash 
those  plans,  and  he  may  therefore  try 
to  take  the  company  private,  says  one 
analyst.  Deramus  wasn't  available  for 
comment. 


WHY  MOTEL  6 
IS  WAKING  UP 


The  rising  takeover  activity  in  the 
hotel  industry  is  starting  to  boost 
small  motel  chains  as  well.  Motel 
6,  a  publicly  traded  limited  partnership, 
had  been  languishing  in  the  lO-to-12 
zone  until  late  August,  when  it  sudden- 
ly scooted  to  more  than  17. 

The  smart-money  crowd  is  saying 
that  Motel  6's  stock  is  undervalued 
even  after  its  runup.  "Based  on  recent 
hotel  deals,  including  the  acquisition  of 
Holiday's  hotel  business  by  Bass,  Mo- 
tel 6  is  worth  about  $30  a  share,"  fig- 
ures Mike  Mueller,  an  analyst  at  Mont- 


gomery Securities.  That's  enhanced 
healthy  cash  flow  and  unden'alued  n 
estate  properties.  Mueller  thinks  t 
company  is  an  easy  buyout  targ' 
Kohlberg  Kravis  Roberts,  which  owt 
51%  of  the  partnership,  is  said  to 
leaning  toward  selling  out.  KKR  boug, 
its  stake  in  1985,  and  since  the  invest; 
group's  "normal  holding  period  is  thr^ 
to  eight  years,"  notes  Mueller,  it  m: 
move  fairly  soon. 

The  company  owns  and  opera 
some  500  motels,  with  59,000  roo: 
around  the  country.  A  buyer  could  s| 
the  land  and  "franchise  out  the  mo' 
thereby  eliminating  the  company] 
debt"  and  converting  Motel  6  intoj 
franchise  operator  with  a  siza 
stream  of  royalty  income  and  no  ca| 
tal  expenditures  to  worry  about,  s; 
Mueller.  About  25%  of  the  motels,  w! 
high  occupancy  rates,  could  be  spi 
off  to  create  a  new,  higher-priced  n| 
tel  chain.  KKR  declined  comment. 


BOATING  MAY 
BUOY  BRUNSWICK 


The  leisure-products  business,  a| 
the  powerboat  market  in  parti! 
lar,  took  it  on  the  chin  wn 
fears  of  a  recession  heightened  earl 
this  year.  Brunswick,  the  nation's  la 
est  boat  maker,  reeled  badly  fr 
heavy  losses  in  the  first  half. 

But  a  snapback  may  be  in  the  wor 
say  some  pros.  Although  Brunswic 
earnings  should  tumble  this  year, 
80$  a  share  from  last  year's  $2.05,  tl 
expect  a  recovery  to  $2  a  share 
1990. 

"Now  that  recession  fears  have  s 
sided,  powerboat  demand  should 
sume  its  strong  growth  trend,"  si 
one  New  York  money  manager  v 
has  started  scooping  up  Brunsw 
shares.  The  stock,  down  from  a  high 
21  in  May  to  15  after  the  compj 
reported  disappointing  second-quar 
earnings  in  late  July,  now  trades  at  7. 

Talk  is  that  Brunswick  will  sell  al  >1 
its  nonleisure  divisions,  which  contb- 
uted  just  7%  to  operating  income  Ist 
year.  The  proceeds  would  be  usedoo 
expand  the  boat  and  bowling  businfS- 
es  and  to  repurchase  shares. 

The  industrial-products  unit  is  il- 
ready  on  the  block.  Also  expectedtc 
go:  the  defense-and-aerospace  op(a- 
tions  and  metal-fiber-products  mau- 
facturing,  which  together  could  fe:Y 
some  $350  million.  One  analyst  figva 
Brunswick  is  worth  $30  a  share.  "a\ 
surprises  will  be  on  the  upside,"  le 
says.  Brunswick  declined  comments 
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Service  in  air  freight  has  now 
achieved  a  higher  elevation. 

Now  there's  one  air  freight  company  that 
not  only  has  a  higher  commitment  to  customer  satisfaction, 

but  the  resources  to  achieve  it. 

Emery  Worldwide,  a  CF  company,  has  the  largest 
international  ground  and  air  fleet  in  the  world.  Our  Dayton 

Starbase  is  the  most  efficient  freight  sorting  facility  of  its 
kind,  capable  of  handling  more  than  5  million  pounds  each 

day.  And  Emery  Worldwide  has  facilities  at  over  350  loca- 
tions throughout  North  America  and  88  countries  worldwide. 

We  offer  service  on  a  global  scale,  with  a  wide  selection 
of  pickup  and  delivery  times  for  any  size  or  weight,  either 
door-to-door  or  airport-to-airport.  So  you  can  tailor  your 
freight  schedule  to  your  business  schedule,  not  the  other 
way  around.  And  because  Emery  Worldwide  is  a  CF 
Company,  you  can  count  on  the  kind  of  quality  service  you 
expect  from  the  service  leader— consistent  and  on-time. 

So,  if  you're  looking  for  one  company  to  meet  all  your 
air  freight  needs— around-the-world,  around-the-clock 
—choose  the  company  that  has  raised  air  freight  service 
to  a  higher  elevation:  Emery  Worldwide. 


COnSOLIOnTED 

FREiGHTUjnvs.  inc. 


The 
Companq 


Miles  aheaD 


UNCOMMON  PROBLEMS 
UNCOMMON  SOUITIONS 

KE  VL  AR  FROM  DU  PONT. 


KEVLAR  ENGINEERED  SHORT 
FIBERS  ARE  THE  KEY  TO  A  LONG  LIFE. 

As  an  asbestos  replacement, 
KEVLAR  pulp  provides 
high  performance  and 
helps  brake  linings  last 
longer.  In  addition,  it 
is  rapidly  replacing 
asbestos  as  a  rein- 
forcement in 
gaskets,  pump 
packing, 
sealants 
and 

plastics. 

The  long-lasting  high-teniperature 
performance  of  KEVLAR  provides 
an  uncommon  solution. 


KEVLAR®... UNIFORM 
PROTECTION  WHERE  IT  COUNTS. 

Strong.  Light.  Flexible. 
Fire  resistant.  Protec- 
tive. Words  that 
describe  the  capabilities 
of  fragment-resistant 
vests  and  helmets 
made  with  KEVLAR 
...providing  militar\ 
personnel  world- 
wide with 
uncommon 
protection. 


KEVLAR  ...THE  LATEST  THING  IN  FOOTWEAR. 

The  keel  in  this  prt)sthetic  foot  is  reinforced 
with  a  composite  material  made  with  an 
engineered  short  fiber  of  KEVLAR  49. 
The  result  is  a  lighter,  stronger, 
more  flexible  foot.  And  a  more 
natural  way  to  walk  provid- 
ing an  uncommon 
solution  for  today's 
amputees. 


I'he  products  you  see  here  are  truly  amazing, 
and  they  all  have  one  element  in  common.  An 
inc  redible  material  that  provides  lightweight 
strength  and  long-term  wear  performance, 
enabling  these  products  to  perform  miracles. 
The  material  is  KEVLAR*  from  DuPont. 

By  itself,  the  properties  of  KEVLAR  are 
remarkable.  Many  times  stronger  than  steel. 
Resistant  to  heat,  flame  and  chemicals.  Low 
elongation  to  break.  And  available  in  a  wide 
range  of  forms  including  pulp,  staple,  yarn, 
paper  and  non-wovens 

Even  more  remarkable  are  the  break- 


throughs which  take  place  when  KEVLAR  is 
added  to  other  materials.  These  breakthroughs 
continue  to  emerge  as  new  uses  of  KEVLAR  are 
discovered.  KEVLAR  can  add  performance, 
save  weight,  save  money  and  save  lives.  When 
you  choose  KEVLAR  you  also  choose  a  team  of 
DuPont  specialists  and  DuPont  knowledge  that 
will  show  you  how  KEVLAR  can  be  tailored  to 
meet  your  own  product  needs. 

Put  the  strength  of  KEVLAR— and  the 
strength  of  DuPont — to  work  for  you.  And 
discover  an  uncommon  solution  to  your  specific 
challenge. 


*  DuPoni  rcgistcffd  iratlcmark  for  lis  uramid  fibt-r  KFVI.AR  is  made  only  by  DuPom 


KEVLAR®  LETS  CHAIN  SAWS 
CUT  TREES,  NOT  LIMBS 

Bruce  Hicbert  bought 
these  chain  saw  chaps 
with  KEVLAR  29  fabric 
for  their  lightweight 
comfort.  Uncommon 
protection  is  what 
he  got  when  that 
same  fabric  of 
KEVLAR  stalled  a 
36  "  chain  saw 
blade  before  it 
could  slash  into 
his  leg. 


KEVLAR '  LETS  THIS 
1 1 5-POUND  WOMAN 
LIFT  50  TONS. 

The  lightweight 
sling  on  this 
woman's  shoul- 
ders can  lift 
100,000  pounds. 
Made  of  KEVLAR 
29,  it's  light 
enough  for  one 
person  to 
handle — other 
slings  require 
three  or  four 
people.  That's 
an  uncommon 
KEVLAR  solution 
when  you're  lifting 
very  heavy  objects. 


KEVLAR"  KEEPS 
COMMUNICATION  OPEN  WHEN 
EVERYTHING  ELSE  IS  CLOSED. 

In  the  Alps,  weather  condi- 
tions are  formidable.  That's 
why  the  Swiss  Post  Telephone 

Administration  specified 
aerial  cables  with  a  supporting 
element  <)f  KEVLAR  49.  Much 
lighter  than  steel  and  many 
times  as  strong  at  equivalent 
weights,  they  can  withstand 
heavy  snowfalls  and  -30°C 
temperatures. 
For  the  Swiss,  the  light  weight 
and  stretch  resistance 
of  KEVLAR  provide  an 
uncommon  solution. 


LOOKING  FOR  AN  UNCOMMON  SOLUTION? 
SEND  FOR  FREE  INFORMATION: 

Find  out  what  KJiVLAR  can  do  for  you.  Fill  out  this  coupon  and 
send  it  to  KEVLAR,  Room  G-51391,  FO.  Box  80029,  Wilmington,  DE 
19880  0029  For  faster  service,  call  1-800-4-KEVLAR. 
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Principle  Products 

BEHER  THINGS  HAPPEN  WHEN  YOU  START  WITH  DU  PONT. 


"EG  us  P«T  a  TU  O" 


11^1  ,  I  I  I 


11.1.  I  I  I 


I  I    I    1  I  _ 


FINISH 


InThe  Quest  FbrKnov^edge 
May  We  Surest  A  Siorticut 


The  path  to  knowledge  is  hill 
of  wrong  turns.  Unless,  of  course, 
you  follow  NEXIS," 
tlie  world's  hirgest , 
easi(;st-t()-us(!,  hill- 
text  information 
service. 

Aim]  with  the 
recent  introduct  ion 
of  the  NEXIS  News  Plus™  software^ 
finding  important  inl()rmat  ion  is 


easier'  thcin  ever  Like  a  quick  update 
on  a  competitor  The  latest  world 
news  that  impacts 
your  business.  Or, 
insigl"ithil  profiles 
of  international 
personalities.  Even 
timely  and  concise 
information  about 
recent  government  regulations. 
And  with  over  650  sources  of 


intbrmation  to  draw  from,  you'll 
find  it  fast  on  the  NEXIS  ser\dce. 

If  you're  puzzling  over  a 
project  and  you  need  information, 
cali  your  NEXIS  representative  at 
1-800-541-6886  and  arrange  for  a 
demonstration.  We  can  make  yom- 
quest  for  knowledge  a  much  more 
r'ewardingtrip. 

NEXiS 


•NE.XIS  NVws  Plus  suftwaiv  rc<ii]irc.s  an  IPAl  cnniiutit.lc  l'( '  w  illi  a  hard  (li.sk,  at  least  (i4()K  ;ui(l  DO.S  ;i  tl  lo       <y  19X9  Mi-ail  I)at;i  Oiitral,  Inc.  All  rislit.s  re,spr\-pd.  NE.XIS  is  a  registered 
tralciiiark  liir  iiildniiatiiui  pnnhids  and  .serv  ices  (if . Mead  Datii  Cenlral,  Ine  NKXIS  News  Plus  is  a  t radeiiuirk  f(ir  a  soltware  product  of  Mead  Data  Centnil.  Inc. 
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BY  JEFFREY  ROTHFEDER 

RE'S  riNALLY  A  CURE 
SYSTEM  CRASH 


It's  every  computer 
owner's  worst  night- 
mare: a  system  crash, 
when  faulty  hardware  or 
a  software  bug  shuts 
down  the  machine  and 
forever  wipes  out  files. 
One  way  to  hedge 
against  such  disasters  is 
to  make  backup  copies 
on  magnetic  computer 
tapes.  These  are  then 
stored — in  a  bank  vault, 
for  instance.  Even  so,  if 
a  crash  occurs,  the  data 
ted  since  the  last  backup  will  be  lost, 
eliminate  this  "backup  gap,"  Pittsburgh-based  Vortex 
ms  Inc.  has  come  up  with  a  product  that  restores  data 
ilmost  instantly  after  a  system  crash  or  accidental  era- 
Called  RetroChron,  this  $5,000  add-in  board,  inserted  into 
)mpatible  PCs,  makes  copies  of  data  each  time  they  are 
to  the  computer's  disk  drives.  The  copies  are  time- 
led  and  stored  permanently  on  an  optical  disk.  So  the 
aation  contained  on  a  troubled  computer's  disks  at  any 
nt  in  the  past  can  be  reconstructed. 


[TRONIC  BILL-PAYING 
!  THE  LITTLE  GUY 


I  age  of  electronic  funds  transfer  just  got  a  step  closer  to 
eryone.  Banks  and  many  corporations  don't  use  cash  or 
;hecks  anymore  when  paying  bills  or  transferring  money 
/  let  their  computers  do  the  paying.  Money  is  credited 
ebited  by  machine.  The  latest  version  of  Andrew  Tobias' 
Write  Plus  program  from  Meca  Ventures  Inc.  of  West- 
Conn.,  brings  this  convenience  to  individuals.  It  allows 
J  to  reach  CheckFree,  an  outside  electronic-payment  ser- 
ind  can  pay  merchants  and  banks  automatically. 

payers  type  into  CheckWrite  Plus  a  list  of  how  much 
)we  and  to  whom  they  owe  it.  Then  they  choose  between 
y  the  computer  print  out  the  checks  to  be  mailed  or 
I  CheckFree  do  the  work.  If  CheckFree  is  chosen,  the 
are  dials  via  modem  a  Westerville  (Ohio)  processing  cen- 
here  payments  are  made  electronically  through  the  Fed- 
leserve  network.  If  a  merchant  isn't  connected  to  this 
irk,  CheckFree  prints  a  check  and  mails  it.  CheckWrite 

which  runs  on  IBM  PCs,  costs  $49.95.  The  CheckFree 
e  is  $9  a  month. 


TWARE  THAT  LETS  YOU 
RE  PAPERS  IN  YOUR  PC 


all  the  rage  in  computing  these  days.  Image  processing 
res  digitized  pictures  of  office  documents  so  that  they 
e  retrieved  faster  and  stored  in  less  space  than  paper 
als.  The  trouble  is,  image  processing  takes  a  lot  of 
iting  power  to  handle  all  the  digital  data  needed  to 
be  an  image.  So  it's  usually  done  on  relatively  expensive 
^are. 


Courtland  Marketing  Inc.  in  Columbia,  Md.,  thinks  it  has  a 
better  mousetrap — software  that  turns  IBM-compatible  PCs 
into  image  processors.  Instead  of  using  an  add-in  card  costing 
as  much  as  $4,000,  as  do  some  other  PC-based  systems.  Court- 
land's  Alexsys  EZ  program  uses  the  PC's  own  microprocessor. 
The  company  says  this  approach  is  more  efficient,  allowing  the 
program  to  recreate  on  the  computer  screen  any  document 
stored  on  an  optical  disk  in  less  than  two  seconds.  The  price: 
$795  for  a  single  PC,  or  $1,295  for  a  version  that  can  manage 
documents  for  as  many  as  five  PCs  on  a  network. 


FOR  THIS  RESEARCH  BRAIHTRUST, 
THE  HOLY  GRAIL  IS  THE  HUMAN  MIND 


It  sounds  like  a  lofty,  even  ephemeral,  goal,  but  considering 
the  players,  it  just  may  work.  Andersen  Consulting,  the 
No.  3  company  in  systems  integration,  or  building  custom  com- 
puter systems,  has  teamed  up  with  Northwestern  University 
to  found  the  Institute  for  the  Learning  Sciences  at  Northwest- 
em's  Evanston  Research  Park  in  Evanston,  111.  The  chief  aim: 
to  create  models  of  the  human  mind.  Roger  C.  Schank,  a  well- 
known  expert  in  artificial-intelligence  techniques,  has  been 
hired  as  director.  Schank,  who  until  this  year  headed  the  Yale 
Artificial  Intelligence  Project,  has  taken  further  than  any  oth- 
er researcher  the  notion  of  teaching  computers  to  understand 
common,  everyday  English. 

Andersen  will  ante  up  at  least  $2.5  million  a  year  and  a  few 
dozen  staffers  to  the  new  institute  through  1995.  For  its 
money,  it  expects  to  get  more  than  just  pure  research.  Ander- 
sen hopes  to  develop  programs  it  can  use  to  train  employees  at 
client  companies.  Specifically,  it  wants  the  institute  to  create  a 
series  of  intelligent,  video-based  teaching  programs  that  can 
provide  simulations  of  work  situations.  Coupled  with  this,  com- 
puters acting  as  tutors  would  advise  on  how  decisions  are 
made  in  the  corporate  world. 


A  PRIME  NUMBER 

THAT'S . . .  WELL,  HUMONGOUS 


Researchers  at  Am- 
dahl Corp.  in  Sunny- 
vale, Calif.,  set  out  last 
year  to  demonstrate  the 
speed  of  Amdahl's  IBM- 
compatible  mainframes. 
They  ended  up  in  the 
Guinness  Book  of 
World  Records — but  not 
because  of  the  comput- 
er. They  discovered  the 
largest  known  prime 
number.  Prime  numbers 
are  divisible  only  by  1 
and  themselves — 17,  for 
example.  There's  no  simple  formula  for  finding  a  prime.  Math- 
ematicians have  done  it  by  taking  a  number  and  dividing  it  by 
other  numbers  to  see  if  a  remainder  occurs. 

Once  bitten,  Amdahl's  sleuths  found  the  prime  bug  hard  to 
shake.  For  more  than  a  year  they  had  the  computer  test  some 
350,000  numbers  in  the  first  round  to  then  come  up  with  7,000 
numbers  that  were  good  candidates.  Their  prime  number?  It's 
65,087  digits  long  and  roughly  a  trillion,  trillion,  trillion  times 
larger  than  the  previous  high  prime.  It  is  arrived  at  by  multi- 
plying 2  by  itself  216,193  times,  multiplying  that  product  by 
391,581,  and  then  subtracting  1. 


JION  PROCESSING 
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FINISH 


InThe  Quest  Rr  Knowledge, 
May  We  Suggest  A  Shortcut. 


Tlio  patii  to  knowledge  is  tiill 
of  wrong  turns.  Unless,  of  rourse, 
you  follow  NEXIS-' 
the  world's  largest , 
easiest-!,o-use,  full- 
text  information 
service. 

And  witli  the 
recent  introduction 
of  the  NEXIS  News  Pliis'^'  software: 
finding  important  inf()rmation  is 


easier  than  ever.  Like  a  quick  update 
on  a  competitor  The  latest  world 
news  that  impacts 
your  business.  Or, 
insiglitfiil  profiles 
of  international 
personalities.  Even 
timely  and  concise 
information  about 
recent  government  regulations. 
And  with  over  650  sources  of 


information  to  dimv  from,  you'll 
find  it  fast  on  the  NEXIS  service. 

If  you're  puzzling  over  a 
project  and  you  need  information, 
call  your  NEXIS  representative  at 
1-800-541-6886  and  ai'range  for  a 
demonstration.  We  can  make  your 
quest  for  knowledge  a  much  more 
rewarding  trip. 

NEXIS 


•NEXIS  News  PlusMiriwarr  ri'iiiiircsaii  II'AI  niiiipalilili-  PC  Willi  a  liard  ili.sk,  al  least  (i-l(lK  anil  [)( )S :i,0  Id :!.:)  'ciliM)  Mcail  DalaCcnlral,  liic  Ml  nglit.s re.sprvcd ,  NEXIS  i,s a regi.sttred 
ImiliMiuirk  liir  iiiliiniialidii  |  inn  I  in  Is  ami  .scr\  lies  nf  Mead  Data  Onlral,  liic  NEXIS  News  Plii.s  is  a  trademark  Ibr  asnflvvarr  prndiiil  of  Mead  DataCenlral,  hie. 
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)  BY  JEFFREY  ROTHFEDER 

ERE'S  FIHALLY  A  CURE 
I  SYSTEM  CRASH 


It's  every  computer 
owner's  worst  night- 
mare: a  system  crash, 
when  faulty  hardware  or 
a  software  bug  shuts 
down  the  machine  and 
forever  wipes  out  files. 
One  way  to  hedge 
against  such  disasters  is 
to  make  backup  copies 
on  magnetic  computer 
tapes.  These  are  then 
stored — in  a  bank  vault, 
for  instance.  Even  so,  if 
a  crash  occurs,  the  data 
:ted  since  the  last  backup  will  be  lost, 
eliminate  this  "backup  gap,"  Pittsburgh-based  Vortex 
!ms  Inc.  has  come  up  with  a  product  that  restores  data 
almost  instantly  after  a  system  crash  or  accidental  era- 
Called  RetroChron,  this  $5,000  add-in  board,  inserted  into 
ompatible  PCs,  makes  copies  of  data  each  time  they  are 
to  the  computer's  disk  drives.  The  copies  are  time- 
ped  and  stored  permanently  on  an  optical  disk.  So  the 
mation  contained  on  a  troubled  computer's  disks  at  any 
ent  in  the  past  can  be  reconstructed. 


CTRONIC  BILL-PAYIHG 
I  THE  LITTLE  GUY 


e  age  of  electronic  funds  transfer  just  got  a  step  closer  to 
veryone.  Banks  and  many  corporations  don't  use  cash  or 
checks  anymore  when  paying  bills  or  transferring  money 
!y  let  their  computers  do  the  paying.  Money  is  credited 
lebited  by  machine.  The  latest  version  of  Andrew  Tobias' 
kWrite  Plus  program  from  Meca  Ventures  Inc.  of  West- 
Conn.,  brings  this  convenience  to  individuals.  It  allows 
le  to  reach  CheckFree,  an  outside  electronic-payment  ser- 
and  can  pay  merchants  and  banks  automatically. 
1  payers  type  into  CheckWrite  Plus  a  list  of  how  much 
owe  and  to  whom  they  owe  it.  Then  they  choose  between 
ig  the  computer  print  out  the  checks  to  be  mailed  or 
ig  CheckFree  do  the  work.  If  CheckFree  is  chosen,  the 
/are  dials  via  modem  a  Westerville  (Ohio)  processing  cen- 
vhere  payments  are  made  electronically  through  the  Fed- 
Reserve  network.  If  a  merchant  isn't  connected  to  this 
ork,  CheckFree  prints  a  check  and  mails  it.  CheckWrite 
which  runs  on  IBM  PCs,  costs  $49.95.  The  CheckFree 
ce  is  $9  a  month. 


FTWARE  THAT  LETS  YOU 
)RE  PAPERS  IH  YOUR  PC 


all  the  rage  in  computing  these  days.  Image  processing 
)res  digitized  pictures  of  office  documents  so  that  they 
be  retrieved  faster  and  stored  in  less  space  than  paper 
nals.  The  trouble  is,  image  processing  takes  a  lot  of 
)uting  power  to  handle  all  the  digital  data  needed  to 
nhe  an  image.  So  it's  usually  done  on  relatively  expensive 
ware. 


Courtland  Marketing  Inc.  in  Columbia,  Md.,  thinks  it  has  a 
better  mousetrap — software  that  turns  IBM-compatible  PCs 
into  image  processors.  Instead  of  using  an  add-in  card  costing 
as  much  as  $4,000,  as  do  some  other  PC-based  systems.  Court- 
land's  Alexsys  EZ  program  uses  the  PC's  own  microprocessor. 
The  company  says  this  approach  is  more  efficient,  allowing  the 
program  to  recreate  on  the  computer  screen  any  document 
stored  on  an  optical  disk  in  less  than  two  seconds.  The  price: 
$795  for  a  single  PC,  or  $1,295  for  a  version  that  can  manage 
documents  for  as  many  as  five  PCs  on  a  network. 


FOR  THIS  RESEARCH  BRAIHTRUST, 
THE  HOLY  GRAIL  IS  THE  HUMAH  MIHD 


It  sounds  like  a  lofty,  even  ephemeral,  goal,  but  considering 
the  players,  it  just  may  work.  Andersen  Consulting,  the 
No.  3  company  in  systems  integration,  or  building  custom  com- 
puter systems,  has  teamed  up  with  Northwestern  University 
to  found  the  Institute  for  the  Learning  Sciences  at  Northwest- 
em's  Evanston  Research  Park  in  Evanston,  111.  The  chief  aim: 
to  create  models  of  the  human  mind.  Roger  C.  Schank,  a  well- 
known  expert  in  artificial-intelligence  techniques,  has  been 
hired  as  director.  Schank,  who  until  this  year  headed  the  Yale 
Artificial  Intelligence  Project,  has  taken  further  than  any  oth- 
er researcher  the  notion  of  teaching  computers  to  understand 
common,  everyday  English. 

Andersen  will  ante  up  at  least  $2.5  million  a  year  and  a  few 
dozen  staffers  to  the  new  institute  through  1995.  For  its 
money,  it  expects  to  get  more  than  just  pure  research.  Ander- 
sen hopes  to  develop  programs  it  can  use  to  train  employees  at 
client  companies.  Specifically,  it  wants  the  institute  to  create  a 
series  of  intelligent,  video-based  teaching  programs  that  can 
provide  simulations  of  work  situations.  Coupled  with  this,  com- 
puters acting  as  tutors  would  advise  on  how  decisions  are 
made  in  the  corporate  world. 


A  PRIME  HUMBER 

THAT'S . . .  WELL,  HUMOHGOUS 


Researchers  at  Am- 
dahl Corp.  in  Sunny- 
vale, Calif.,  set  out  last 
year  to  demonstrate  the 
speed  of  Amdahl's  IBM- 
compatible  mainframes. 
They  ended  up  in  the 
Guinness  Book  of 
World  Records — but  not 
because  of  the  comput- 
er. They  discovered  the 
largest  known  prime 
number.  Prime  numbers 
are  divisible  only  by  1 
and  themselves — 17,  for 
example.  There's  no  simple  formula  for  finding  a  prime.  Math- 
ematicians have  done  it  by  taking  a  number  and  dividing  it  by 
other  numbers  to  see  if  a  remainder  occurs. 

Once  bitten,  Amdahl's  sleuths  found  the  prime  bug  hard  to 
shake.  For  more  than  a  year  they  had  the  computer  test  some 
350,000  numbers  in  the  first  round  to  then  come  up  with  7,000 
numbers  that  were  good  candidates.  Their  prime  number?  It's 
65,087  digits  long  and  roughly  a  trillion,  trillion,  trillion  times 
larger  than  the  previous  high  prime.  It  is  arrived  at  by  multi- 
plying 2  by  itself  216,193  times,  multiplying  that  product  by 
391,581,  and  then  subtracting  1. 
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Chuo-ku,  Tokyo  103,  Japan 


EUROPE 

GE  Plastics  RV.  ^ 
Plasticslaan  1,  P.O.  Box  117 
4600  AC  Bergen  op  Zoom 
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WHAT'S  TAKING  A  ME6ABITE 
OUT  OF  MICROPOLIS 


Misjudging  the  hard-disk-drive  market  is  costing  it  dearly 


For  Stuart  P.  Mabon, 
it  was  an  agonizing 
decision.  His  com- 
pany, Micropolis  Corp., 
had  been  working  for 
two  years  to  build  3V2- 
incii  disk  drives  that 
would  put  it  in  the  fast- 
est-growing segment  in 
the  $6  billion  market.  But 
then,  Micropolis  lost  $23 
million  in  this  year's  first 
half,  analysts  predicted  a 
full-year  loss  of  $37  mil- 
lion, and  survival  sudden- 
ly was  a  higher  priority 
than  new  products.  So  in 
July,  Chairman  Mabon 
halted  work  on  the  small- 
er drive,  focusing  instead 
on  an  update  of  his  5V4- 
inch  model.  "We  must 
look  neither  right  nor  left 
for  the  next  year  and  a 
half,"  says  Mabon,  a  Scot 
who  founded  Micropolis 
in  1976.  "We  must  return 
to  profitability." 

In  essence,  that  means 
retrenching  and  cutting 
costs.  The  disk-drive  business  operates  on 
a  simple  principle:  Smaller  is  better.  Every 
few  years,  disk  drives  shrink  while  their 
storage  capacity  remains  the  same  or  in- 
creases. Without  the  3V2-inch  drive,  Micro- 
polis will  be  a  generation  behind,  but  it  will 
save  $3  million  per  quarter  in  costs — after 
$3.1  million  in  write-downs  in  the  second 
quarter.  Mabon  is  betting  that  a  SVi-inch 
drive  that  stores  1  billion  characters  of 
data — three  times  the  capacity  of  the  cur- 
rent lop  model — will  restore  growth. 
Though  sales  of  minicomputers — the  big- 
gest market  for  such  drives — are  off  and 
growth  in  workstations  is  slowing,  Mabon 
figures  he  can  grab  market  share.  He's 
predicting  profits  again  in  first  quarter 
1990. 

Wall  Street  thinks  that's  optimistic:  The 
company's  stock  is  under  4  vs.  43  two  years 
ago.  Still,  analysts  applaud  Mabon's  latest 
moves.  "Last  year,  they  thought  they 
could  pull  out  of  their  tailspin  by  focusing 
on  a  lot  of  new  products,"  says  John  T. 
Rossi,  an  analyst  for  Alex.  Brown  &  Sons 


in  San  Francisco.  "Now,  they're  focusing 
on  what  they  do  best."  But  he  doesn't 
expect  Micropolis  to  break  even  until 
mid-1990,  six  months  later  than  Mabon 
predicts. 

PRICE  WAR.  For  awhile,  the  Chatsworth 
(Calif.)  company  was  the  industry's  dar- 
ling. Riding  the  coattails  of  such  worksta- 
tion makers  as  Sun  Microsystems  Inc.  and 
Apollo  Computer  Inc.,  its  sales  more  than 
doubled  in  1986  and  its  profits  grew  six- 
fold. But  last  year,  it  lost 
$19  million  on  record 
sales  of  $353  million,  and 
then  came  this  year's 
first-half  loss — on  an  $18 
million  sales  decline. 

Those  troubles  largely 
reflect  the  current  for- 
tunes of  the  notoriously 
volatile  disk-drive  indus- 
try. During  the  flush 
times  following  the  1985 
computer  slump,  disk- 
drive  makers  overbuilt, 
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A  DISK-MAKER'S 
PAINFUL  SLIDE 
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doubling  capacity  in  1987  alone.  Then,  hfe 
year,  prices  fell  and  earnings  all  but  disi-s 
peared.  Seagate  Technology  Inc.,  the  i 
dustry  giant,  helped  fuel  a  price  war  in  5t 
inch  drives  that  cut  its  earnings  by  99.6, 
to  $300,000  on  $1.3  billion  in  sales.  Prici 
for  5 '74 -inch  drives  storing  85  megabyti 
Micropolis'  cash  cow,  have  plunged  fr® 
more  than  $700  to  $450.  Some  suppli(i  • 
fared  even  worse  than  Micropolis:  Pri* 
Corp.  lost  $25  million  and  is  selling  ass^  /)j 
Miniscribe  Corp.  lost  $15  million  last  ye  ! 
And  now  it  says  that  its  accounting  m  !.* 
not  adequately  reflect  its  predicament. 

Micropolis  created  some  of  its  own  pn  [ 
lems,  too.  It  fell  behind  rivals  Maxtor  Co  e 
and  Imprimus  Technology  Inc.  in  develi 
ing  380-megabyte  drives.  Then,  after 
came  up  with  a  competitive  design,  it  ov 
estimated  demand.  "We  believed  that  1 
market  would  double  this  year,"  Mab 
says.  Instead,  Micropolis  has  grown  oi 
30%  and  must  work  off  a  huge  inventory 
THREE  STRIKES.  The  Company  also  fell 
hind  on  a  more  compact  version  of  its 
megabyte  drive,  a  key  follow-on  to  the  c 
rent  version.  That  drive  won't  start  helpi 
the  bottom  line  until  next  year.  "For  Mic 
polls,"  says  James  N.  Porter,  president 
market  researcher  Disk/Trend  Inc.,  t 
price  war,  the  inventory  glut,  and  the 
layed  drive  "was  a  one-two-three  pun 
And  disk-drive  companies  can  usually  o: 
take  one  hit  like  that  at  a  time." 

How  fully  Micropolis  can  recover  wo 
be  known  for  awhile.  To  cut  manufact 
ing  costs,  the  company  has  already  shift 
most  work  to  Asia  and  cut  U.  S.  empl 
ment  to  600  from  1,300  in  1987.  Still,  th< 
are  rumors  of  takeover  bids,  including  o 
from  Conner  Peripherals  Inc.,  and  ther 
the  question  of  how  well  Micropolis  can 
without  a  3^2 -inch  product.  These  drives 
ready  comprise  half  the  market.  Wi 
profits  start  flowing  again  by  mid-19 
Mabon  says,  he'll  figure  out  what's  b 
for  Micropolis:  higher-capacity  5y4-ir 
drives,  3 'A -inch  drives,  or  perhaps  even 
new  2 '/2 -inch  variety. 

For  now,  Mabon's  engineers  are  focus 
on  producing  by  yearend  the  5 '74 -inch  dr 
that  will  store  one  gigabyte,  or  a  bill 
bytes.  The  drive  fits  into  a  $1  billion  m 
ket  now  served  by  8-ii 
and  9-inch  disk  driv 
Imprimus,  the  Cont, 
Data  Corp.  subsidize 
that  is  merging  with  Si- 
gate,  just  announced  s  jgj 
first  such  drive.  ^ 

For  his  products,  lli^ 
bon  isn't  buying  the  " 
"smaller  is  better"  I- 
age.  But  he  is  hoping  s 
right  for  companies. 

By  Larry  Armstrtg 
in  Chatsworth,  Calif. 
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ur  Sales/Engineering  Team  is  geared  to 
saving  you  up  to  $1,000  a  minute. 


nscheduled  downtime  equals  a  production 
>ss.  If  it's  a  major  machine,  that  loss  could 
ost  you  $1,000  a  minute.  And  that  could  go 
n  for  hours  or  days. 

Many  times,  such  expensive  downtime  is 
ue  to  gear-related  problems.  Problems  a 
lobil  Sales/Engineering  Team  can  help  you 
^duce  or  eliminate.  These 
xperts  can  implement  a  gear 
ispection  program  that  will 


Mobil 


extend  gear  and  lubricant  life  and  cut  repair 
replacement  and  labor  costs.  It's  a  thorough 
program,  a  practical  program.  And  it  works. 

So  if  you  want  help  in  coming  to  ghps 
with  your  gear  problems,  call  1-800-662-4525 
and  talk  to  a  Mobil  Customer  Service  Engineer 
If  appropriate,  arrangements  will  be  made  for  a 
Mobil  Sales/Engineering  Team  to 
roll  up  their  sleeves  and  get  to 
work  in  your  plant. 


If  we  can't  save  you  money, 
we  don't  deserve  your  business. 


Mobil  Oil  Corporation 


MOi-7-018 

2061 
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SOFTWARE  I 


PROGRAMMERS  PRAYED 
—AND  BIG  BLUE  ANSWERED 


IBM  enters  the  market  for  software  that  helps  write  software 


lumors  of  its  existence  somewhere 
deep  within  IBM  have  circulated 
dor  years.  The  high  priests  of  that 
black  art,  computer  programming,  have 
looked  forward  to  it  as  the  philosophers' 
stone  that  would  help  them  transmute 
their  software  dreams  into  digital  reali- 
ty. After  months  of  broad  hints  from 
IBM,  the  revelation  has  finally  come. 

On  Sept.  19,  IBM  will 
offer  its  large  custom- 
ers a  major  new  set  of 
software  tools  for  turn- 
ing out  their  own  pro- 
grams faster,  more 
cheaply,  and  more  accu- 
rately than  before.  This 
will  mark  IBM's  big 
push  into  computer-aid- 
ed software  engineer- 
ing (CASE),  where  spe- 
cial programs  help 
automate  the  complex 
and  detail-ridden  pro- 
cess of  designing,  writ- 
ing, testing,  and  updat- 
ing new  software.  Sales 
of  CASE  packages  from 
other  suppliers  have  ex- 
panded steadily  and  will 
top  $300  million  this 
year.  But  with  Big  Blue 
conspicuously  absent 
from  the  market,  most 
commercial  customers 
have  been  merely  ex- 
perimenting with  CASE. 

WELCOME  ABOARD.  All 


feed  directly  into  another  tool — with  no 
translation. 

CASE  suppliers  express  delight  at  the 
computer  giant's  leap  into  their  arena. 
Says  Albert  J.  Connor,  vice-president  for 
marketing  at  Nastec  Corp.  in  Southfield, 
Mich.:  "When  IBM  blesses  a  concept,  the 
market  moves  forward.  IBM  will  set  a 
tone  that  CASE  is  important."  Indeed, 


le 


Wash.  IBM's  CASE  offerings  also  will 
into  and  boost  the  credibility  of  its  an 
tious  Systems  Application  Architect 
(SAA).  That  software  scheme's  goal  is 
make  IBM  computers  connect  more  eas 
into  networks,  an  area  where  Big  B 
has  lost  lucrative  business  to  Dig 
Equipment  Corp.  and  others. 
ALL  IN  ONE.  What's  more,  say  those 
ready  briefed  by  Big  Blue,  the  rep 
tory's  function  could  eventually  be 
tended  to  store  descriptions  of  not  j 
other  programs  but  entire  informal 
networks — every  computer  and  progr 
and  every  type  of  data  that  they  coll 
and  process.  That  would  strengtl 
IBM's  hand  in  the  market  for  distribu 
processing,  where  computers  scattei 
throughout  a  company  must  cooper 
closely  in  tackling  a  job.  In  any  case, 
repository  will  likely  entrench  IB 


THE  BIRTH  OF 
A  PROGRAM 

From  rough  diagrams  to  pre- 
cise binary  code  that's  ready 
to  run,  programs  evolve 
through  a  series  of  graph! 
cal  and  mathematical  ex- 
pressions, each  less  ab- 
stract than  the  last 


that  may  change  when  IBM  finally  un- 
veils a  vital  piece  of  the  CASE  puzzle:  a 
mainframe  program  known  unofficially 
as  "the  repository."  It  is  designed  to 
ser\'e  as  a  central  library,  storing  the 
complex  technical  information  that  vari- 
ous CASE  tools  generate  and  act  upon  as 
a  program  progresses  from  brainstorm 
to  drawing  board  to  finished  product.  As 
it  is,  most  such  tools  address  only  one 
portion  of  ihat  lengthy  process — testing 
a  programs  logic,  for  instance — and 
they  have  not  '  ctin  able  to  share  infor- 
mation. This  isoh  iion  has  greatly  limited 
case's  overall  ell.  ctiveness.  But  IBM's 
repository,  by  establishing  a  common 
computer  language,  should  make  it  easi- 
er for  the  output  of  one  case  tool  to 


IBM  recently  has  invested  in  or  forged 
close  links  with  several  CASE  companies, 
including  KnowledgeWare,  Index  Tech- 
nology, and  Bachman  Information  Sys- 
tems. Others  may  also  benefit  indirectly, 
because  the  repository  will  be  largely 
nonproprietary  and  may  stimulate  pur- 
chases of  their  tools.  Says  Jack  Karp, 
vice-president  of  Meta  Group,  a  West- 
port  (Conn.)  consulting  firm:  "Practically 
the  whole  CASE  industry  has  been  wait- 
ing to  pledge  allegiance  to  'repository.'  " 
IBM  is  hardly  being  altruistic,  though. 
Making  it  easier  for  customers  to  write 
software  for  IBM  computers  should  "help 
it  sell  more  boxes"  of  hardware,  notes 
Vaughan  P.  Merlyn  of  CASE  Research 
Corp.,  a  market  researcher  in  Bellevue, 


mainframes  that  much  more  deeply 
large  customers'  operations — and  h 
IBM  leverage  its  strength  there 
neighboring  markets. 

A  big  win  for  IBM?  Most  likely.  Co 
petitive  repository  programs  are  av; 
able  from  Texas  Instruments  Inc.  a 
others.  But  IBM's  60%-plus  share  of  1 
mainframe  business  gives  it  unmatcl 
market  power.  Customers  only  worn 
what  has  taken  IBM  so  long.  Says  Jose 
Vallorosi,  assistant  vice-president 
Consolidated  Edison  Co.  of  New  Yo 
"We've  been  beating  on  IBM  for  years 
join  the  [CASE]  party."  Now  it  looks  ) 
IBM — and  its  repository — may  becoi 
the  life  of  that  party. 

By  John  W.  Verity  in  New  Yc 
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it's  "State  of 
e  Art;' 


Du're  in  VARIG 
suntry! 


These  days,  just  about 
everything  from  comput- 
ers to  camera  equipment 
boasts  "state  of  the 
art"  technology. 

Among  airlines  VARIG 
claims.state  of  the  art 
leadership  as  the  largest 
airline  in  South  America  in 
terms  of  fleet  size  and 
passengers  carried. 


Its  international  routes 
number  43  destinations  in 
33  countries  worldwide. 
Its  domestic  route  system 
takes  VARIG  to  43  destina- 
tions in  Brazil  alone,  plus 
its  vast  route  network  to 
the  rest  of  South  America. 

Every  technological 
advancement  in  elec- 
tronic, mechanical  and 
aeronautical  engineering 
and  design  is  being  incor- 
porated into  VARIG's 
newest  orders  for  747s, 
767s,  737s  and  MD-lls. 
And  every  one  of  these 
technological  advance- 
ments will  be  flawlessly 
maintained  by  skilled 
personnel  using... what 
else?... state  of  the  art 
equipment. 

VARIG  serves  Brazil,  the 
rest  of  South  America  and 
Japan  with  29  flights  a 
week  from  North  America. 


Time  to 

fly® 


The  World  Class  Airline  of  Brazil. 
Since  1927. 
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The  Cast  record 
of  innovation,  reliability 
and  efficiency  helps  build  our 
customers'  reputations 
overseas. 


DflBT 
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The  Blue  Box  System  of  Container  Shipping 


Success  is  a  matter 
of  timing... 


Do  you  procrastinate?  Overreact  in  crisis  situations?  Have 
a  tough  time  meeting  deadlines?  Let  Alec  Mackenzie,  an 
international  auttiority  on  time  management  and  author 
of  the  bestselling  book  The  Time  Trap,  show  you  the 
remarkably  simple  steps  you  can  take  right  now 
to  change  your  behavior  and  achieve  your  goals- 
no  matter  how  many  times  they've  eluded  you  in 
the  past.  From  the  conceptual  (reorganizing 
your  priorities)  to  the  practical  (reducing  the 
number  of  unnecessary  phone  calls  you 
make  and  take),  and  applicable  to  everyone 
from  the  harried  working  mother  to  the 
jaded  chief  executive,  Time  for  Success, 
offers  a  fresh,  provocative  new  blueprint 
for  success.  $16.95 


...  and  style 


This  concise,  lively  and  highly  practical  guide  to  becoming  a 
better  writer— and  a  better  lawyer— is  already  being  hailed 
by  prestigious  legal  authorities.  Justin  Stanley  Esq.,  former 
president  of  the  American  Bar  Association,  calls  it  "an 
excellent  book  and  one  that  should  be  in  the  office  of 
every  lawyer."  And  Professor  Stephen  Gillers  of  New 
York  University  Law  School  advises:  "Buy  this  book 
right  now.  Cancel  your  appointments  and  take  no 
calls.  Read  it  immediately  Learn  from  the  masters  the 
authors  quote.  Apply  the  lessons  in  every  memoran- 
dum, letter,  and  brief  you  write.  Learn  how  to  edit 
what  you  write.  Become  your  own  best  critic.  Stop 
wasting  time.  Act  now."  Includes  glossary  of  law- 
yers' most  common  errors.  $19.95 


Available  at  your  local  book- 
store, or  by  calling  us  with  credit  card 
orders  at  1-800-2-IVICGRAW 
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TAIWAN  ISN'T  JUST 
FOR  CLONING  ANYMORE 


The  computer  industry  is  transforming  it  into  Silicon  Island 


Think  of  a  computer  marked  "Made 
in  Taiwan,"  and  what  comes  to 
mind?  Copycats?  Ripoffs?  Law- 
suits? If  so,  you're  behind  the  times.  Big 
players  in  the  U.  S.  computer,  semicon- 
ductor, and  software  industries  are 
starting  to  recognize  Taiwan's  computer 
industry  as  a  global  powerhouse — a 
force  to  be  courted,  not  spurned. 

Last  spring,  officials  from  Sun  Micro- 
systems, Microsoft,  and  Intel  landed  in 
Taipei  in  rapid  succession.  Once,  that 
might  have  signaled  a  clampdown  on 
doners.  But  not  this  time.  Sun  wanted 
the  Taiwanese  to  build  versions  of 
SPARCstation,  the  engineering  worksta- 
tion maker's  newest  product.  The  Tai- 
wanese make  14%-  of  the  world's  IBM  PC 
clones.  To  Sun,  that  meant  instant  vol- 
ume. Intel  and  Microsoft  were  alarmed. 
A  Sun  deal  might  have  cut  into  their 
sales  of  chi[)s  and  software  that  are 
used  in  making  pf  clones.  So  they  pre- 
vailed on  their  Taiv^fanese  friends  to  give 
Sun  the  cold  shoulder — which  all  but 
two  of  them  did. 

The  episode  brought  home  to  Taiwan's 
computer  industry  how  much  its  clout 
has  grown.  The  Americans  learned 
something,  too.  After  years  of  conduct- 


ing business  in  Taiwan  through  a  local 
agent,  Microsoft  suddenly  opened  a  local 
office.  The  idea  is  catching  on.  Phoenix 
Technologies  Ltd.,  which  dominates  the 
market  for  key  chips  used  in  legal  copies 
of  IBM's  PC,  gets  up  to  20%  of  its  $65 
million  in  annual  revenue  from  Taiwan. 
Two  years  ago,  its  main  competitor, 
Award  Software  in  Los  Gatos,  Calif.,  set 
up  shop  in  Taipei  and  began  chipping 
away  at  Phoenix's  lead.  So  last  July, 
Phoenix  set  up  shop  in  Taipei,  too. 
PRIME  BATTLEGROUND.  Sheer  volume  has 
given  Taiwan  its  computer  industry  sub- 
stantial clout.  The  Taiwanese  will  sell 
more  than  3  million  finished  PCs  this 
year  (chart).  They  also  will  sell  more 
than  3  million  motherboards — the  heart 
of  PCs  assembled  by 
small  manufacturers 
around  the  world. 

Now,  the  leading  Tai- 
wan suppliers  are  intent 
on  becoming  a  force  in 
more  advanced  comput- 
ers in  the  1990s.  Sun's 
thwarted  efforts  indicate 
that  Taiwan  will  be  one 
front  in  the  coming  war 
between  the  IBM  PC  stan- 
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dard  that  dominated  in  the  1980s  am 
new  generation  of  microcomputers,  si 
as  Sun's,  that  use  powerful  RISC 
duced-instruction-set  computing)  mic 
chips.  "Standards  are  set  by  volu 
more  than  anything  else,"  says  > 
Mathison,  managing  director  of  Su 
Asia  business. 

Taiwanese  companies  have  aires 
proved  that  they  can  move  quickly  i: 
new  technology.  In  November,  18 
Acer  Inc.,  Taiwan's  leading  compu 
maker,  introduced  a  personal  compu 
based  on  the  Intel  80386  chip  only  a  iw 
weeks  behind  pacesetter  Compaq  C(i- 
puter  Corp.  Within  seven  months,  58  Id- 
wan  companies  had  announced  PCs  yt 
motherboards  based  on  the  new  chip.  ,ix 
suppliers  are  planning  machines  that  i* 
the  IBM  PS/2's  microchannel  design  ota 
competing  design  supported  by  Comps[. 
And  Acer  is  expected  to  announce  a  ii- 
chine  using  Intel's  newest  80486  mict>- 
processor  next  year — not  far  behd 
U.  S.  rivals. 

The  government-run  Industrial  Tei- 
nology  Research  Institute  is  promotg 
all  this.  ITRI  develops  computer  and  cp 
designs,  which  it  then  licenses  to  privK 
companies  for  prods- 
tion.  iTRl's  latest  prodjtt 
is  a  superminicompuff 
design  that  uses  eijit 
RISC  processors  runng 
in  parallel — a  feat  mjy 
U.  S.  companies  are  h/- 
ing  trouble  achieviif. 
"Taiwan  has  always  b(,n 
strong  in  manufacturij, 
but  we  have  a  lot  of  tej".- 
nology  strength,  toi  ' 


INFORMATION  PROGEaNG 


When  it  comes  to  business  travel,  that's 
law  of  sui-vival. 

And  it's  why  we've  developed  systems 
ive  you  better  control  over  your  entire 
'el  process,  starting  with  planning  and 
shing  with  accounting.  Ways  to  do  it  all, 
ig  less  time  and  spending  less  money 

Take  Corporate  Apollo,  ior  instance.  It 
3s  you  total  access  to  one  of  the  largest 
el  information  databases  in  the  world. 


And  then  there's  the  Apollo  On-Site 
Document  Printer  that  delivers  tickets  and 
travel  documents  right  in  your  own  office, 
always  at  your  own  convenience. 

And  Travelmaster.  The  accounting  sys- 
tem that  automatically  handles  everything 
from  advances  to  reconciling  vendor  billing. 

And  more. 

■With  Apollo,  you  can  get  all  the  help 
you  need  to  handle  travel  faster  and  cheaper. 


So  wait  not. 

For  more  information,  call  1-800- 
456-0654.  Or  contact  an  Apollo 
travel  agency 

Apollo' 

Travel  solutions  from  COVIA. 


HOTELS  MERIDIEN 


Perfection  results  from 
a  true  eye  for  detail. 
Ours  is  a  sight  you  11 
not  want  to  miss. 


Your  level  of  business 
success  deserves  a  similar 
level  of  hotel  success.  And 
at  nine  of  North  America's 
most  insightful  destinations, 
you'll  see  that  level  of  perfec- 
tion upheld  by  Le  Meridien. 
Whether  your  travels  take 
you  to  a  high-powered,  cosmo- 
politan business  center  or  a 
more  secluded,  self-contained 
resort,  Le  Meridien  is  a  sight 
to  behold. 

At  each,  our  eye  for 
detail  makes  getting  down  to 


business  effortless.  Whether 
you  require  a  complete  busi- 
ness center  or  an  impeccable 
conference  room  to  get  things 
done,  artful  regional  cuisine 
or  an  invigorating  health  club 
to  wind  down,  complete  success 
is  never  far  from  your  reach. 

Come  witness  business 
addresses  like  no  other  in  the 
center  of  Boston,  Montreal, 
New  Orleans,  New  York, 
Newport  Beach,  San  Francisco, 
Vancouver  and  at  our  two  new 
resort  locations:  San  Diego 
and  Nassau,  Bahamas.  So 
come  to  Le  Meridien.  a  hotel 
with  insight  into  perfection. 


For  reservations  call 
(800)543-4300  or  your 
travel  planner,  and  don't 
forget  to  ask  about  ^'^>u>^/a/^<m . 
our  Irequent-guest  progiam. 


MERIDIEN 

liavel  (companion  of  Aii  braiice 
Over  50  Hotels  and  Resorts  Worldwide 


In  North  America: 
Boston  •  Montreal  *  Nassau.  Bahamas 
New  Orleans  •  New  York  •  Newport  Bead 
San  Dieao  •  San  Francisco  •  Vancouver 
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Reading 

worth 


It  you're  looking  for  some 
good  reading,  you've  just 
found  it .  The  free  Consumer 
Information  Catalog. 

The  Catalog  lists  about 
200  federal  publications, 
many  of  them  free,  They 
can  help  you  eat  right, 
manage  your  money, 
stay  healthy,  plan  your 
child's  education,  learn 
about  federal  benefits 
and  more. 

So  sharpen  your  pencil. 
Write  for  the  free 
Consumer  Information 
Catalog.  And  get  reading 
worth  writing  for. 


if' 


Consumer  Information  Center 
Department  RW 
Pueblo,  Colorado  81009 

A  public  service  of  this  publication  and  the  Consumer 
Information  Center  of  the  U  S  General  Services  Administration 


says  Sterling  Hou,  a  senior  adviser 
ITRI  stationed  in  Silicon  Valley. 

Indeed,  Taiwan  has  leapfrogged  Soi 
Korea  in  PCs.  Private-label  contra 
with  U.  S.  importers  initially  made  Kc 
an  suppliers  big  players  in  basic  PCs.  1 
the  Koreans  have  not  kept  up.  Mai 
subsidiaries  of  giant  conglomerat 
they  haven't  moved  quickly  into  80; 
based  PCs.  The  Taiwanese  can  also  b 
the  Koreans  on  price  because  they 
obtain  more  components  locally,  rat 
than  importing  them,  says  Lee  Sa 
Kun,  a  general  manager  of  the  Electr 
ics  Industries  Association  of  Korea. 

Even  Japan  is  feeling  the  sting  of  T 
pei.  "Japanese  may  not  like  to  admit 
but  there  is  a  real  threat  from  Taiw 
ese  PCs  in  America — more  at  this  pc 
than  from  Korea,"  says  a  computer 
gineer  at  Toshiba  Corp.  "Taiwan 
companies  have  a  hungry  spirit." 
RISKY  RISC.  Still,  upheaval  in  the  rni( 
computer  market  could  make  the  n 
few  years  rocky  ones  for  Taiwan 
1989's  first  half,  a  slowdown  in  sales 
older  PCs  cut  Acer's  profits  by 
though  revenues  grew  by  IS"-' ,  to 
million.  Stan  Shih,  Acer's  chairman 
chief  executive,  foresees  more  trouble 
the  industry  moves  to  powerful  Rl 
based  workstations.  Unix,  the  softw 
used  in  such  systems,  is  not  as  w 
established  a  standard  as  the  PC  ind 
try's  .MS-DOS,  making  it  harder  for 
wanese  mass  marketers  to  jump  in. 

Acer  Inc.,  the  $380  million  compu 
arm  of  the  .$520  million  Acer  Group, 
been  delving  into  RISC.  But  Shih  say 
is  too  dangerous  to  start  production  ; 
First  he  needs  a  sales  and  support  or 
nization  to  handle  the  more  sophistica 
products.  Acer's  chief  rival,  Mitac  I 
has  also  postponed  a  move  into  syst€ 
based  on  RISC  chips  that  would  comp 
with  minicomputers.  It's  seen  the  we 
ness  in  U.  S.  minicomputer  sales.  "In 
PC  industry,  there  is  a  lot  of  room  for 
to  grow,"  says  Mitac  Chairinan  Matt! 
F.  C.  Miau.  To  diversify,  Mitixc  plan 
joint  venture  with  General  Electric 
to  produce  advanced  aerospace  electi 
ics  equipment  for  Taiwan's  military. 

Ultimately,  Taiwan's  PC  makers 
have  to  shift  to  more  sophisticated 
chines.  They'll  also  have  to  time 
move  right — before  the  market  ta 
off,  but  not  way  before.  They  think  t 
can  do  it.  "If  Taiwan  can  create  a 
miracle,  it  can  also  create  a  workstal 
miracle,"  says  Sam  Tsai,  director  of  n 
keting  for  Datatech  Enterprises  Co., 
of  the  companies  that  agreed  to  cl 
Sun's  machine.  If  he's  right,  Taiwt 
clout  in  the  computer  industry  no  do 
will  continue  to  grow. 

By  Don  Jones  Yang  in  Taipei,  with 
reau  reports 
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"What  do  you  mean, 
you're  tired?" 

These  days  some  people  have  to  admit  that  their  present  means  of  communication 
have  reached  their  limits.  This  is  especially  true  for  business  dealings  across  borders 
and  time  zones.  If  you  want  to  improve  your  communication  with  Germany,  have  a  word 
with  the  Deutsche  Bundespost.  They  have  the  most  up-to-date  know-how,  nationwide 
networks  and  advanced  communications  services  available.  Whether  it's  Text  or  Data 
Communication,  Videoconference,  ISDN  or  optical  fibre  technology,  today  and  in 
the  future  the  Deutsche  Bundespost  is  the  right  partner  for  companies  dependent  on 
communication  across  boundaries.  For  further  information  please  contact:  Deutsche 
Bundespost,  P.O.  Box  1190,  D-6600  Saarbrucken,  Federal  Republic  of  Gerhnany. 
Telephone:  ++  496151834641.  We're  removing  old  barriers  to  co$^ration. 


)Qf  Deutsche  Bundespost 


>r  those  who  think  this  is  all  there  is  to  IBM  Service, 
^Id  like  to  adjust  your  thinking. 


IBM  has  built  a  solid  reputation  as 
maintenance  experts.  Now  we've 
expanded  our  services  beyond  mainte- 
nance. We  even  include  services  for  your 
non-IBM  equipment. 

We  will  take  care  of  all  your  needs. 
From  hardware  and  software  integration 
to  data  center  design  to  value  added 
network  services. 

For  instance,  we'll  move  your 
data  processing  system  2,000  feet  or 
2,000  miles.  And  we'll  be  with  you  from 
pre-planning  to  post-move  testing.  It's  all 
part  of  IBM  Customized  Operational 
Services. 

And  because  no  business  can  afford 
downtime,  IBM  is  there  with  Network 
Support,  too.  We'll  reduce  the  likelihood 
of  downtime,  and  work  quickly  to 
bring  you  back  up 

if  it  does  occur. 


Whats  more, 
if  you  have  a  question 
or  problem  with  any  of  your  systems, 
specialists  are  available  24  hours  a  day, 
7  days  a  week. 

If  you'd  like  further  information,  we 
would  be  happy  to  send  vou  some  litera- 
ture. Just  call  1  800  IBM-2468.  ext.  133. 

IBM  Service.  \bu'll  find  out  it's 
realty  much  more  than  you  think. 


nformation  Processin 


SOFTWARE  I 


SOFTWARE'S  BIG  GUNS 
TAKE  AIM  AT  SMALL  BUSINESS 


It's  a  tougher  target,  but  Lotus  and  Microsoft  think  the  push  will  pay  off 


John  V.  Roach  and  Jim  P.  Manzi 
make  an  odd  couple.  Roach's  7,000 
Radio  Shack  stores  don't  sell  much 
to  corporate  customers.  Manzi's  Lotus 
Development  Corp.,  on  the  other  hand,  is 
the  quintessential  corporate  supplier:  Its 
1-2-3  spreadsheet  is  used  by  just  about 
every  big  company  in  the  country.  So 
why,  last  month,  did  Lotus  give  Roach's 
Tandy  Corp.,  which  owns  Radio  Shack, 
the  exclusive  right  to  sell  a  new,  simpler 
version  of  1-2-3?  Because  both  want  to 
conquer  software's  last  frontier:  the 
market  for  sales  to  small  business. 

For  a  decade,  it  has  been  an  area  that 
few  cared  about.  Small  meant  fragment- 
ed, a  hard  market  for  which  to  write  a 
blockbuster  and  a  distributor's  night- 
mare. It  was  the  preserve  of  specialized 


software  companies.  "We  have  always 
sold  a  lot  of  products  to  that  market," 
says  Gordon  E.  Eubanks,  CEO  of  Syman- 
tec Corp.,  whose  Q&A  word-processing 
program  is  big  with  small  business. 

But  suddenly,  the  software  majors  are 
interested,  too.  In  the  second  quarter, 
domestic  PC  software  sales  rose  just 
S.S7o  vs.  a  gain  of  50%  a  year  earlier. 
While  a  clogged  distribution  channel  ac- 
counted for  some  of  the  decline,  there  is 
also  saturation  among  big  corporate  cus- 
tomers, says  Susan  Madden,  Lotus' 
small  business  market  manager.  By  con- 
trast, market  researchers  say  that  only 
about  50%  of  the  5  million  small  compa- 
nies in  America — those  with  fewer  than 
100  employees — are  computerized. 
"There's  a  tremendous  untapped  market 


TANDY'S 


A     B   R    I  N 


A  Mita  long  distance 
copier,  (or  fax  machine, 
as  some  people  prefer  to 
call  it),  can  reach  out  and 
send  a  copy  to  someone 
in  as  little  as  15  seconds* 
Cross  town.  Cross  country. 
Or  across  continents.  All 
it  costs  is  the  price  of  a 
phone  call.  And  with  a 


16-tone  gray  scale,"  you 
can  be  sure  the  document 


or  photograph  you  send 
will  arrive  with  the  same 
crisp,  clear  copy  quality 
Mita  is  famous  for. 

Of  course,  all  Mita  long 
distance  copiers  come 
with  a  list  of  features  as 
long  as  your  arm.  Take  the 
high-volume  TC-200,  for 
example.  It  offers  one- 


■e.)«d™CCin#llestcl 


SMilaCop^'itaiAmetici 
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re,"  says  Michael  F.  Arrigo,  a 
iroduct  manager  at  Ashton-Tate 

'  past  18  months,  companies  such 
IS,  Microsoft,  and  Ashton-Tate 
inched  projects  to  write  software 
1  sell  to  everyone  from  shoe-pol- 
ers  to  candlestick  dippers.  Lotus 
:rosoft  Corp.  have  both  created 
!  groups  to  do  this.  These  compa- 
ire  that  their  best  prospects  are 
ineurs  with  little  computer  expe- 
^ho  could  benefit  from  automat- 
;s  such  as  accounting,  list  man- 

and  letter-writing, 
ing  this  group  of  software  buy- 
n  enormous  challenge.  Persuad- 
i-and-pop  businesses  to  trade  pa- 
pen  for  PCs  and  spreadsheets 
a  far  different  sales  approach 
used  to  reach  big  companies, 
re  now  familiar  with  computer 
ig  customers  like  to  talk  long- 
ftware  trends,  technology,  and 
And  there  is  little  bargaining, 
lade,  group  product-marketing 
r  of  Microsoft's  Entry  Business 
ys  that  in  small  business,  "peo- 
mpatient.  They  don't  have  much 
3y're  price-sensitive,  and  they're 
;w  to  computing." 
,  these  people  haven't  bought 
rs  for  a  simple  reason:  fear. 


SMALL  BUSINESS: 
A  BIG  SOFTWARE  MARKET 


2.5 


APPLICATIONS  SOFTWARE  SALES 
TO  SMALL  BUSINESSES  WITH 
FEWER  THAN  too  EMPLOYEES 


'85  '86  '87  '88  '89  '90  '91   '92  '93  '94  '95 
AeiLllONSOFDOLURS  '  ' 
OAK:  MARKET  INTELLIGENCE  RESEARCH  CO. 


"I'm  just  overwhelmed  by  the  whole 
idea,"  says  a  Cleveland  entrepreneur 
who's  nonetheless  afraid  that  her  clients 
will  be  put  off  if  they  know  she  can't 
handle  a  computer.  "I  recognize  that  I 
should  be  able  to  access  information  and 
it's  important  to  do  that,"  says  Helen 
Harris,  who  runs  a  six-person  consulting 
firm  in  Westport,  Conn.  "But  I  never 
felt  comfortable  using  computers."  Be- 
yond that,  small  businesses  usually  don't 


employ  technical  gurus  to  buy  the  right 
machines — and  keep  them  running.  And 
PCs  and  software,  though  cheaper  now 
than  they  were  a  few  years  ago,  still  are 
a  big  investment. 

HOLD  THE  COMPUTERESE.  Developers  are 
counting  on  improved  "user  inter- 
faces"— the  technology  that  determines 
how  people  interact  with  PCs — to  over- 
come that  discomfort.  Software  such  as 
Lotus'  spreadsheet  for  Tandy  and  Micro- 
soft's Works — which  does  everything 
from  word  processing  to  list  manage- 
ment— have  one  characteristic  in  com- 
mon: They  keep  computerese  to  a  mini- 
mum by  using  lists  of  options,  or  menus, 
in  place  of  more  complex  keystroke  com- 
mands. They  also  employ  pictures,  or 
icons,  to  represent  functions. 

Sometimes,  even  built-in  insti;uctions 
are  included.  Tandy's  Deskmate  inter- 
face, which  is  paired  with  the  simpler  1- 
2-3,  illustrates  the  advantages.  Nearly 
100  software  houses  say  they  may  write 
programs  for  Deskmate,  so  the  same 
basic  commands  will  work  with  each  pro- 
gram, which  would  cut  learning  time. 
The  idea  is  to  emulate  Apple  Computer 
Inc.'s  Macintosh  while  letting  small  busi- 
nesses buy  cheaper  PCs.  "There  are  new 
ways  to  relate  to  computers  that  weren't 
common  or  possible  in  the  past,"  says 
Tandy  Chairman  Roach.  "We  want  to 


D   I  STANCE    C  O  PIERS. 


an  take  advantage 
ak  telephone  rates, 
can  automatically 
up  to  30  pages, 
esk-top  use,  eacti 
jll-featured  handset 
::an  also  moonlight 
isiness  phone,  an 
Ig  machine,  and  a 
copier.  And  like  the 


they're 

easy  to  operate,  as 
well  as  compatible  with 


just  about  every  other 
fax  machine  on  the  market. 

So  if  you're  ready  to 
start  saving  time,  energy 
and  the  expense  of  over- 
night courier  bills,  why  not 
call  1-800-ABC-MITA,  (or 
write  Mita  Copystar  America, 
IncRO.  Box  599,  Paterson, 
NJ  07424),  and  put  a  Mita 


long  distance  copier  in  your 
office.  We're  sure  you'll  get 
a  lot  of  mileage  out  of  it. 


mita 


ALL  WE  MAKE  ARE  GREAT  COPIERS.  ' 
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LOOKING  FOR  HIGH  CURRENT  YIELDS? 


V 


TM 


The 
Spartan 

Low-Expense 

Guarantee 


niunev  niiirket  funds  claim  to  offer  high  current  y  ields,  but  in 
order  to  offer  them,  you  must  start  w  ith  low  costs.  It's  our  low-cost  guar- 
antee that  sets  Fidelity's  Spartan  Money  Market  Fund  -  one  of  the 
liighest-y  ielding  money  market  funds  -  apart  from  all  the  others.  Spar- 
tan's low-cost  guarantee  ensures  that  you  ll  be  able  to  invest  for 
high  current  yields  over  the  long  term.  Fidelity  is  guaranteeing 
to  freeze  fund  operating  expenses  at  no  more  than  0.45%  all 
the  way  into  1992.  Of  course,  you  still  pay  for  the  transactions  y  ou 
make. '  Call  now  for  today's  high  current  y  ields. 

Call  for  Today's  High  Current  Yields 

For  more  complete  information  on  Spartan 
jflMHH  Money  Market  Fund,  including  management  fees  and 
f  transaction  expenses,  call  us  24  hours  a  day  for  your 

'"1  free  prospectus.  Read  it  carehilly  before  you  in\'est  or 
l^^lqE^   J  ^t-nd  money  If  you're  receiving  a  retirement  plan 

distribution,  or  simply  shopping  for  a  better 
j^JKiofl^^  place  for  your  existing  IR.\,  consider  Spartan 

for  your \Vik  rollover  or  transfer.  Minimum 
initial  investment  $2(),0()(). 

Visit  a  Fidelity  Investor  Center  or  call  24  hours 

1-800-544-6666 

Service  for  the  hearins"  impaired  TDI)/l-80()-S4-i-()l]8 


Investments 


2R  CODE:  BW/SPM/092589 

Fidfliu  DiMntniiDrs  CorpdnUioii  (deneral  DiMribiitidii  Aneiil),  I'O       (idOdO.l  l)all;i,s,  TX  "S2(i(i-(Ki()i 

'These  transaction  tees  will  reduce  your  yield,  depending  on  the  number  you  make  Special  Yield 
opportunity:  Begiiinini;  July  I ,  IW),  the  fund's  adviser  is  temporarily  paying  lor  a  portion  of  the 
fund's  expenses,  which  increases  its  \  ield  This  expense  limitation  may  be  terminated  or  revised  at 
any  time,  at  wliich  time  ex|)eiises  w  ill  go  u|)  and  the  yield  w  ill  go  down.  Vields  w  ill  vary 


try  to  overcome  any  uncertainty 
people  might  have  that  they  can't 
with  a  computer." 

Developers  also  are  trying  to  mal 
easier  and  cheaper  for  small  busine 
to  choose  their  software.  Like  M 
soft's  Works,  programs  such  as  i 
ware  Publishing  Corp.'s  PFS:  F 
Choice,  and  Spinnaker  Software  Co: 
Eight-In-One,  are  multipurpose.  IV 
buyers  don't  need  much  beyond  ti 
programs,  which  cost  between  $60 
$160 — as  much  as  80%  less  than  a  cc 
ration  pays  for  a  single  spreadshee 
word-processing  package. 
NIBBLE  AND  HAGGLE.  There  is  a  trade 
of  course.  In  exchange  for  simpl 
functions  and  low  prices,  the  softv 
has  fewer  capabilities.  The  new  L 
spreadsheet,  for  instance,  uses  icons 
costs  about  $375  less  than  1-2-3.  Bi 
can't  be  modified  and  enhanced  the 
the  regular  1-2-3  can  be.  Developers 
small  businesses  seldom  need  the  e 
nated  functions.   For  instance,  Ir 
Inc.'s  financial  package  for  small  Is 
ness.  Quicken,  eschews  terms  sucU 
'debits'  and  "credits'  in  favor  of  simi 
terms,  such  as  'balance.'  "There  are 
pie  who  know  double-entry  account- 
and  there  are  people  who  don't,"  :i 
Intuit  President  Scott  D.  Cook.  "T 
need  very  different  products." 

They  also  need  different  distribu 
methods.  "Computer  dealers  hate 
small-business  market,"  says  Jef 
Tarter,  editor  of  Softletter.  These 
tomers  "buy  one  copy  of  a  softv 
package  and  nibble  the  dealer  to  d 
on  demonstrations  and  haggling 
price."  Small-business  buyers  say 
feeling  is  mutual.  "Computer  st 
don't  know  what  they're  selling,"  i 
Arthur  H.  Gardner,  who  runs  an 
counting  business  from  his  Philadel 
home.  Ashton-Tate  has  had  some 
cess  with  direct-mail  pitches.  Micros( 
small-business  strategy  uses  vigoi 
promotions  to  PC  and  software-only  ( 
ers  designed  to  spark  their  enthusi 
for  the  small-business  customer.  Lat 
1987,  Microsoft  even  had  several  ol 
executives  visit  computer  stores  arc 
the  country  to  help  dealers  sell  Woi 

Some  industry-watchers  doubt 
the  small-business  market  will  reig 
PC  software  sales.  "I'm  not  sure 
what  the  numbers  will  be,"  says  N 
ham  &  Co.'s  Barbara  S.  Isgur.  Char) 
Walker  of  County  NatWest  agr 
"That's  a  tough  one  to  call.  Everybo 
winging  it."  Analysts  say  it  all  dep< 
on  the  big  developers.  After  yean 
catering  to  Corporate  America,  do  ' 
really  understand  what  small  busii 
wants:  little  talk  of  bits  and  bytes- 
software  that  solves  problems? 

By  Deidre  A.  Depke  in  New  l 
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It  stands  for  involvement. 
It  collects  the  rewards  of  innovative  thought. 
And  this  year,  the  success  of  our  employee 
su^estion  plan  confirms  without  doubt  that  inspiration 
is  the  real  mother  of  invention.  And  reaffirms  diat 

ideas  are  our  most 
valuable  resource. 

The  kind  of 
ideas  that  led  to 
the  discovery  and 
development  of  the 
first  high-density 
polyethylene  and 
polypropylene 
resins,  revolution- 
izing the  plastics 
industr)^  The  kind 
of  creativity  that 
unlocked  the  alkylation  code  to  generate  high-octane 
fuel.  The  kind  of  imaginative  thinking  that  gave  rise  to 
more  active  US.  patents  than  any  other  oil  company 

It  stands  for  progress.  It  collects  the  rewards  of 
efficiency  and  profitability  And  we  stand  secure  in  the 
knowledge  that  our  power  for  tomorrow  is  found  in 
the  power  of  suggestion. 

PHILLIPS  PETROLEUM  COMPANY© 


Fora  copy  of  ourannual  report,  wnte  to  Greg  Demck.  Phillips  Petroleum  Company,  16  A-1  Phillips  Bldg.,  Bartlesville,  OK  /'^004. 


For  fast,  fast  relief 
from  Gulfstream  fevei^ 

take  one  Astra. 


m: 


Many  people 
suffer  from 
the  burning 
desire  to  own  a 
Gulfstream.  And 
that's  perfectly  under- 
standable. 

But  now.  advanced 
technology  has  pro- 
duced a  fast,  sooth- 
ing and  affordable 
prescription  for 
executives  aching  to 
enjoy  the  benefits  of 
Gulfstream-like  performance. 
The  record-breaking  Astra. 

True  global  capabilities 
For  example,  on  non-stop  flights  from 
New  York  City  to  Los  Angeles,  both  planes 
arrive  in  less  than  six  hours,  and  both  can 
cruise  at  an  inspiring  Mach  .80.  or  above. 
There's  no  other  business  jet  at  twice 
Astra's  price  that  can  fly  this  far.  this  fast! 

Its  ability  to  fly  great  distances  at  high 
speed  puts  Astra  firmly  among  the  elite  in 
today's  business  jet  market.  Astra  has,  to 
date,  no  less  than  22  record-breaking 
flights  to  its  credit,  including  Minneapolis 
to  Caracas.  Tokyo  to  New  York,  and  the 
long  over-water  route  from  Los  Angeles 
to  Honolulu. 

A  closer  inspection  of  Astra's  eye-open- 
ina  performance  numbers  helps  to  explain 


WORLD  CLASS  PERFORMANCE 


ASTFi-A  GULFSTREAM 

VMO:  (Maximum  Speed,  KTS) 
MMO:  (Maximum  Mach  Speed) 

363 
.855 

•  .  340 

.880 

RATE  OF  CLIMB 

(fpm,  maximum  gross  takeoff  weight) ' 
CERTIFIED  ALTITUDE  (ft) 

4.500 
45,000 

3,920 
45,000 

600  nm  MISSION  (4  pax,  ISA  +  15°C,  5.000  MSL) 
BALANCED  FIELD  LENGTH:  1,285 
FUEL  USED  (lbs):  1928 

4,460 
4,076 

WEST  COAST  TO  HAWAIIt 
CRUISE  SPEED:  <■ 

Mach  80 

tNowet  footprint 

construction  * 
that  combines 
greater  lift  with  .'\ 
less  drag,  and  V 
greater  strength .  ^ 
with  less  weight. 
Its  leading  edge 
slats,  found  only 
on  the  world's 
most  sophisti-  ■ 
cated  aircraft, 
provide  maxi- 
mum stability  at 
both  high  cruise 
speeds  and  the  lower  speeds  required 
for  optimum  safety  during  takeoff  and 
landing. 

Astra  is.  in  fact,  certificated  to  extremely 
stringent  FAA  regulations,  including  strict 
new  requirements  for  damage  tolerance, 
it  is  clearly  at  the  forefront  of  technology. 
And  we'll  prove  it! 

We're  ready  to  demonstrate  that  Astra's 
performance  makes  it  one  of  the  finest 
business  jets  in  the  world.  And  you'll  be 
surprised  to  learn  that  an  Astra  is  less 
than  one-third  the  cost  of  a  Gulfstream. 

Now  that's  world  class  value! 

For  more  information  on  how  the 
record-breaking  Astra  can  relieve  Gulf- 
stream fever,  please  call  our  President  in 
the  morning:  Mr.  Roy  Bergstrom,  (609) 
987-1125.  Or  send  us  the  coupon  below,  . 


its  big  league  capabilities.  Astra  can  climb  £ 
at  a  rate  of  4.500  feet  per  minute,  fly 
more  than  3.570  statute  miles*  and  /-^ 
cruise  at  speeds  as  high  as  Mach  .82.  Its        '  ^ 
all-engine  service  ceiling  is  45.000  feet. 
Fuel  burn  is  exceptionally  low.  And  its 
short-field  performance  allows  it  to  use 
runways  that  many  other  corporate  air- 

:1      craft  would  be  forced  to  pass  by.  , 

I         The  reason  for  all  this  brilliance? 

^      Technological  leadership,  pure  and  simple. 

I      Astra's  wing  is  a  masterpiece  of 

I      computerized  design,  with  milled-skin  , 


ind  make  us  prove  it... rast. 


♦With  an  executive  payload  and  NBAA  VFR  reserves. 


Roy  E.  Bergstrom,  President 

ASTRA  JET  CORPORATION 

4  Independence  Way       -  ^ 

Princeton,  NJ  08540 

I  m  ready  for  fast,  fast  relief. 

n  Please  send  me  complete  information. 

□  Contact  me  to  arrange  a  demonstration 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE/ZIP 

I  M  CURRENTLY  FLYING  A 


Leadership. ..by  design 


RESEARCH  &  DEVELOPMENT! 


A  HIGH-TECH  THINK  TANK 
THINKS  BIG  BUCKS 


Consortium  MCC  is  working  harder  to  market  its  research 


The  Microelectronics  &  Computer 
Technology  Corp.  (MCC)  was  some- 
thing of  a  miracle  baby.  It  was 
conceived  seven  years  ago  when  the 
antitrust  laws  ruled  out  research  cooper- 
ation between  competitors.  But  the  re- 
solve of  Control  Data  Corp.  and  a  hand- 
ful of  other  computer  makers  defied  the 
odds — and  helped  trigger  the  current 
boom  in  research  consortiums.  Collabo- 
ration was  essential,  MCC's  founders  be- 
lieved, because  Japan  had  just  launched 
its  Fifth  Generation  Computer  Project,  a 
coordinated  and  well-heeled  attempt  to 
create  a  radically  new  breed  of  "think- 
ing" machine  by  the  early  1990s. 

While  there  are  signs  that  MCC  is  out- 
stripping the  Japanese  effort,  the  Austin 
(Tex.)  organization  is  struggling  to 
emerge  from  adolescence.  It  has  sur- 
vived a  major  shakeout  in  the  computer 
industry.  It  lost  2  of  its  21  shareholder 
companies — each  of  which  pumps  more 
than  $1.5  million  a  year  into  MCC — and 
took  an  even  bigger  hit  among  associate 
members:  Their  ranks  plunged  from  13 
companies  in  1984  to  only  5  in  1986,  then 
climbed  back  to  the  present  17.  Asso- 
ciates pay  annual  dues  of  $25,000  to 
have  access  to  MCC's  research. 

MEAGER  HARVEST.  Now,  MCC  Wants  tO 
prove  its  worth  by  helping  to  accelerate 
the  shift  of  its  laboratory  results  to  the 
marketplace.  Until  now,  technology 
transfer  was  taken  more  or  less  for 
granted.  MCC's  executives  had  assumed 
that  member  companies  would  pounce 
on  promising  work.  But  the  infamous 
not-invented-here  syndrome  remains  a 
high  hurdle.  So  MCC  believes  it  must  put 
more  stress  on  payoffs.  Says  Chief  Ex- 
ecutive Officer  Grant  A.  Dove:  "If  we 
don't  deliver,  we  won't  get  funded." 

So  far,  the  commercial  harvest  has 
been  pretty  meager.  Two  years  ago, 
member  NCR  Corp.  adopted  MCC  research 
for  a  computer  "expert  system"  that  de- 
sign,-, integrated  circuits  (ICS).  Early  this 
year,  M^c  licensed  Electro  Scientific  In- 
dustrit  Inc.,  in  Portland,  Ore.,  to  build  a 
new  laser  system  that  can  attach  more 
whisker-fine  wires  to  semiconductor 
chips,  which  can  improve  performance. 
And  on  Aug.  28,  member  Digital  Equip- 
ment Corp.  said  it  plans  to  adopt  an 


automated  system  that  can  shrink  the 
size  of  electronic  systems  by  attaching 
fragile  ics  directly  to  printed-circuit 
boards.  That  eliminates  the  bulky,  centi- 
pede-like housings  that  normally  coddle 
fragile  chips. 

To  spur  commercialization,  MCC  has 
hired  a  marketing  director,  Stephen  G. 
Maysonave,  to  promote  the  technologies 
flowing  from  its  biggest  effort,  the  Ad- 
vanced Computing  Technology  (ACT)  Pro- 
gram. In  some  cases,  MCC  is  encouraging 


cash-strapped  speculative  endeavol 
such  as  neural  networks,  computing  si 
tems  modeled  after  the  human  bra 
"We  used  to  force  members  to  eat  a  : 
seven-course  meal,  whether  they  want 
it  or  not,"  says  Maysonave.  "Now,  tl 
have  an  a  la  carte  menu,  so  small  com 
nies  and  divisions  can  afford  to  part] 
pate  in  multimillion-dollar  research.' 

Still,  the  new  pick-and-choose 
proach  is  a  gamble.  Some,  if  not  all, 
act's  slx  current  millionaire  backers 
sure  to  trim  their  investments.  Whetl 
MCC  can  attract  enough  new  participai 
to  make  up  the  difference  is  the  qu| 
tion.  But  if  it  works  for  ACT,  the  a 
carte  method  will  probably  spread 
other  endeavors:  software,  high-ti 
perature  superconductors,  computer 
ed  IC  design,  and  chip  packaging. 

Even  foreign  shareholders  are  bei 
courted.  In  the  wake  of  the  Canada-U 
free-trade  agreement,  MCC  has  oper 
its  doors  to  Canadian  members.  S; 


MCC  PULLS  OUT  OF  THE  DOLDRUMS 


■83      84  85 

▲  number  of  members 


■83      84  85 
AMIIUONS  of  DOLIARS 
DATA:  MICROEIEORONICS  S  COMPUTER  TECHNOLOGY  CORP 


researchers  to  leave  the  lab  and  help 
turn  their  work  into  products.  And  when 
all  else  fails,  the  consortium  is  taking 
extraordinary  measures  to  get  its  ideas 
to  market,  such  as  licensing  promising 
technology  to  nonmembers  if  sharehold- 
ers back  away.  MCC  is  even  considering 
spinning  off  its  own  startups,  backed  by 
venture  capital. 

In  late  August,  MCC  restructured  ACT, 
which  encompasses  10  different  areas  of 
information  technology  research.  Com- 
panies no  longer  have  to  pledge  $1.5  mil- 
lion per  year  to  support  all  10  phases. 
Instead,  they  can  select  individual  seg- 
ments— just  optical  computing,  for  in- 
stance, or  artificial  intelligence.  And 
nonmembers  can  pay  annual  dues  of 
$25,000,  then  join  particular  ACT  projects 
for  as  little  as  $125,000  a  year. 

MCC's  Dove  hopes  lower  fees  will  at- 
tract money  for  some  of  ACT's  more 


one  MCC  researcher:  "That's  a  big  ph  i 
sophical  leap  for  a  consortium  bent  i 
improving  U.  S.  competitiveness."  Wl 
Dove  insists  that  the  U.  S.  focus  i: 
vanishing,  neither  will  he  rule  out 
possibility  of  ties  with  a  similar  com 
er  consortium  in  Europe. 

MCC  is  feeling  a  bit  cocky  because  i 
confident  that  ACT  has  overtaken  Ja; 
in  the  drive  to  create  fifth-generat 
computers.  Scientists  have  finished 
architecture,  or  basic  design,  of  a  s 
tem  that  will  apply  common-sense  r 
soning  in  reaching  conclusions.  The  n 
task  is  to  fill  a  knowledge  base  with 
thousands  of  facts,  assumptions,  and 
lationships  that  humans  take  for  gra 
ed.  Priming  this  so-called  Common  Sei 
Knowledge-Base  Construction — dubl 
CYC,  pronounced  "psych" — will  proba 
take  five  more  years. 

Meanwhile,  though,  CYC  may  hi 
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^earsof 
ning  doors  for 
erican  business 
I  investors 


Three  keys,  a 
Triple  A  and 
opportunity 
knocking. 

By  any  standards,  Swiss 
Bank  Corporation's  tirst  50  years 
in  America  have  been  golden. 
Since  opening  our  first  office  in 
the  U.S.  in  1939,  we  have 
grown  in  size,  in  strength  and 
in  our  capability  to  serve  our 
American  clients— marketwide, 
industrywide,  nationwide, 
worldwide. 


Today  Swiss  Bank  Corpora- 
tion in  America  numbers  some 
1,600  people  with  nine  offices 
coast  to  coast.  We  also  give 
our  U.S.  clients  a  world  view 
second  to  none  with  over 
21,000  people  in  300 
branches,  subsidiaries  and 
representative  offices  on 
five  continents. 


Key  to  our  success  is  our 
faithful  adherence  to  three 
business  values— confidence, 
security  discretion. These  val- 
ues, symbolized  by  the  three 
golden  keys  in  our  corporate 
logo,  have  served  and  con- 
tinue to  serve  our  business 
partners  and  clients  well.  We 
are  one  of  only  a  handful  of 
banks  in  the  world  rated  AAA 
by  Standard  and  Poor's,  and 
Aaa  by  Moody's. 


These  "Triple  A  ratings 
reflect  our  strength,  our  ability 
to  see  our  clients'  goals 
through— in  wholesale  com- 
mercial banking,  global  asset 
management,  investment 
banking,  and  trading  and  dol- 
lar funding  capacities.  We  are, 
for  example,  a  major  lender 
and  syndicator  to  American 
business,  creating  innovative 
off-balance  sheet  securitiza- 
tion packages,  acquisition  and 
restructuring  financing.  We 
also  offer  ail  forms  of  tradi- 
tional bank  loans  and 
commitments.  Our  New  York 
branch  is  among  the  leading 
lenders  of  foreign  bank 
branches  in  the  U.S. 


Now,  we  are  opening  new 
doors  for  our  American  busi- 
ness partners  and  clients.  The 
new  doors  of  the  Swiss  Bank 
Tower-our  36-story  office 
building  now  under  construc- 
tion in  the  heart  of  midtown 
Manhattan  And  the  new  doors 
of  222  Broadway  which  will  be 
home  to  two  new  trading 
rooms  equipped  with  state-of- 
the-art  capabilities,  including 
sophisticated  analytics, 
satellite  communications  and 
networked  data  processing 
undreamed  of  In  1939. 


50  years  of  opening  doors 
for  American  business  and 
investors-It's  a  lot  to  be  proud 
of  and  a  lot  to  build  on  in  the 
next  50  years  to  come. 


Swiss  Bank 
Corporation 

New  Yort'.  Atlanta.  Chicago,  Daiiab.  rtejsion 
Los  Angeles,  Miami,  San  Francisco 


^^^^^  ^^^^^H^^ 

BusinessWeek. 

The  first  order  of  business 
for  60  years. 

Business  Week. 

rown  Pnntmg,  we  salute  Business  \^ek  on  this,  their  60th  Aimiver^ry. 

BROWN 

Pnnting  Company 


Waseca,  MN 


MOST  OF  WHAT 

ABOUT  BUSINESS 

m  HKmUHG  WAS 
UHPRUrABU. 
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ION'S  BUSINESS  TODAY  ON  ESPN. 
■I  THE  LATE-BREAKING  STORIES  THAT 
\NING  PAPERS  JUST  CAN'T  COVER, 
YOU  A  COMPETITIVE  EDGE. 

jsiness  world  is  still  up  after  most  newspapers  have 
)ut  to  bed.  So  a  lot  of  what  happens  overnight  catches 
lapping.  And  if  you're  not  careful,  it  might  catch 

0. 

^hich  is  why  you  should  wake  up  with  "Nation's 
3ss  Today"  on  ESPN. 

tarting  every  weekday  at  6:30  AM  (ET),  "Nation's 
3ss  Today"  brings  you  two  hours  of  up-to-the-minute 
jss  news.  Broadcast  live  from  the  nation's  capital. 
le  cover  all  the  latest  financial  and  economic  develop- 
across  America  and  around  the  world.  In  a  consis- 
tent feature  format  that 
makes  it  easy  to  find  the 
information  most  critical 
to  your  own  business. 

We  also  provide 
interviews  with  today's 
business  leaders.  Special 
reports  on  small  business, 
technology  international 
trade,  investment  oppor- 
tunities and  the  movers 


Daily  News 

Schedule 

1st 

2nd 

3rd 

4th 

(All  Times  Eastern) 

'fchr 

'fehr 

'fehr 

'fohr 

Top  Business  News 

6:30 

7:00 

7:30 

8:00 

Financial  News 

6  35 

7  05 

7:35 

8:05 

Small  Business  News 

6  40 

7:10 

7:40 

8:10 

Special  Business 

Features 

6:50 

7:50 

CEO  Close-Ups 

7:15 

8  15 

Internafl  Business  Line 

7:25 

and  shakers  on 
Capitol  Hill.  And 
even  weather  fore- 
casts for  business 
travelers. 

With  their  own 
unique  blend  of 
insight  and  analy- 
sis, our  anchors 
will  give  you  an 
insider's  perspec- 
tive on  where  the  business  world  is  heading.  Carl  Grant  is 
an  award-winning  anchorman  and  investigative  reporter  as 
well  as  a  nationally  renowned  business  and  government 
expert.  IVIeryl  Comer  is  an  Emmy  Award-winning  producer 
and  journalist.  Together,  they  bring  more  than  40  years  of 
solid  business  news  expertise  to  ESPN.  But  it  should  come 
as  no  surprise  that  a  network  so  acclaimed  for  covering 
tough  competitors  at  play  would  be  equally  good  at  cover- 
ing them  at  work. 

"Nation's  Business  Today"  on  ESPN.  Just  listen  to 
what  our  experts 
have  to  say  about 
the  day's  business. 
And  hear  the  kinds 
of  things  that  the 
morning  papers 
find  unprintable. 


Outstanding 
Growth 


If  you  had  invested  $10,000 
in  Twentieth  Century's  Growth 
Investors  fund  in  1974,  your 
investment  today  would  be 
worth  ,$268,859  (assuming 
reinvestment  of  all  dividends)! 
For  complete  information  about 
Twentieth  Century's  no-load 
mutual  funds,  including  charges 
and  expenses,  call  toll-free  for 
an  Information  Kit  and 
Prospectus. 

A  $10,000  investment 
on  June  30, 1974 

Call  toll-free: 


Twentieth  Century 
Growth  Investors  Fund- 


1  value  on  (V;i0/89  -  $268,859 

Average  Annual  Total  Return 

lYear  20.2% 
19.9% 
20.7% 
24.5% 


5  Years 
10  Years 
15  Years 


1-800-345-2021 

Data  qudted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  tnore  or  less  than  original  cost.  Please  read  the  Prospectus 
carefully  before  investing. 


R  O.  Box  419200,  Kansas  City,  MO  (S4141-(S2()0 


Project  Management: 
Art,  Science  or  Bull? 


Running  a  project  well  demands  a  

special  blend  of  make-it- 
happen  skills.  No 
manager  can  bring  it 
all  together  consis- 
tently by  depending  on 
intuitive  artistry,  rigid 
technique,  or  enthusiastic 
hoorays  and  hoopla. 

What's  it  like  in  your 
company?  How  well  are 
your  projects  running? 
How  sure  are  you  that 
you  are  receiving  the  quality  information 
needed  to  understand  issues,  make 
judgements,  choose  among  alternatives? 

Disciplined  project  management  is  an 
intelligent  framework  in  which  to  judge 
progress,  ask  questions  and  verify  answers. 


r  \ 

^  ■ 


As  the  leading  developer  of 
project  management  software,  we'd  like 
to  send  you  our  free  Ijooklet:  "Making  It 
Hcippen:  A  Senior  Executive's  Guide  to 
Project  Management. " 

Because  the  future  is  too  important  to 
let  It  happen  l^y  itselt. 


Help  me  "make  •!  happen." 
Please  send  mc  v'}ijr  FREE  booklet. 


Name  

Title   

Company^ 
Address  _ 
City  


_Staie_ 


_Zip_ 


PRIMAVERA  SYSTEMS,  INC. 

Project  Management  Software 
Two  Bala  Plaza,  Bala  Cynwyd,  PA  19004 
(800)  423-0245  'In  PA  (215)  667-8600 

FAX:  (215)  667-7894 


r 


short-term  potential,  dec  i.s  exploi 
CYC  for  a  system  that  would  estimat 
corporation's  overall  computing  reqi 
ments.  MCC  scientists  are  building  a 
totype  called  Sizer,  which  should 
ready  by  October.  "We  think  this  cail| 
a  useful  spinoff  for  us,"  says  Thoil^ 
Gannon,  DEC's  director  of  technical  p 
ning.  Other  ACT  efforts  also  have  n  V 
term  products  in  the  pipeline.  ACT's  i 
ral  net  project  is  trying  to  win  sponi 
by  stressing  applications  in  factory 
trol.  Team  leader  James  D.  Keeler  he 
that  will  entice  companies  to  fund  1( 
range  goals  such  as  speech  recognit 
Keeler  is  especially  excited  about 
cent  successes  in  using  neural-netw 
technology  to  predict  what  used  to 
unpredictable.  MCC  has  a  neural  net 
can  forecast  the  onset  of  intermit 
turbulence  within  chaotic  systems, 
could  hel{)  manufacturers  reduce  quj  '•^'^^ 


Now,  MCC  members 
call  channel  their 

money  into  particular 
research  projects 


problems  by  anticipating  fluctuation 
manufacturing  processes.  It  could 
have  major  implications  for  weai 
forecasting  and  stock  trading. 

Not  everyone  applauds  MCC's  ag] 
sive  marketing.  Some  small  compa| 
complain  that  MCC  is  chasing  them  o' 
the  market.  Ronald  A.  Abelman,  p: 
dent  of  Vantage  Analysis  System: 
Fremont,  Calif.,  says  venture  capi 
fund  his  research  into  software  fori 
signing  circuit  boards  has  dried  up  s 
MCC's  computer  aided  design  gr 
started  selling  its  technology. 
A  DETRIMENT?  The  new  posture  is 
ing  the  hackles  of  some  researcl 
as  well.  They  charge  that  they 
spending  too  much  time  on  corpo 
presentations  and  quarterly  reports 
the  detriment  of  long-term  resea 
"This  could  gut  the  whole  purpos( 
MCC,"  says  CYC  principal  scientist  D( 
las  B.  Lenat. 

Dove  begs  to  differ.  He  believe 
MCC  spins  off  technology  now 
companies  will  join,  providing  new  ( 
for  speculative  programs.  Most  sh 
holders  seem  happy  about  the  new  d 
tion,  too.  Says  Joseph  A.  Boyd,  for 
chairman  of  Harris  Corp.  and  an 
director:  "We're  going  to  see  the  er 
gence  of  some  exciting  technologi 
Just  what  Dove  wants  to  hear— 
lowed,  of  course,  by  the  sound  of  mo: 
By  Kevin  Kelly  in  Av\ 
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OurHotels  MakeBusiness 
ravel  fel  Like  A\^cation, 
'  eWhat  Our  Resorts 
kcation  Peel  Like. 


^our  Seasons  we're  aware  that 
3u  re  away  on  business  your 
1  be  even  more  pressure- 
than  those  spent  at  the  office, 
uch  is  why  we  want  to  make 
/  so  pieasurable,  you'll  look 
to  your  next  business  trip. 
3erb  restaurants,  overnight 
complimentary  shoe  shme, 
ily  maid  sendee,  and  24-hour 
?mce  can  bring  calm  to  the 
rbulent  day 

course,  attention  to  detail 


and  unsuipassed  service  are  the 
cornerstones  of  our  hotels,  but  they're 
also  the  foundation  of  our  resorts. 

And  tliats  just  the  beginning. 

E^h  and  every  one  of  our 
resort  locations  have  been  carefully 
selected  for  their  emironmental 
h)eaut)'  and  peaceful  serenity 

Yet  all  Four  Seasons  Resorts  offer 
a  wide  variety  of  recreational  activities 
for  you  to  enjoy  at  your  leisure. 

Needless  to  say  at  our  resorts 
you'll  be  pampered  by  all  the  attention 


you've  become  accustomed  to  receiv- 
ing at  our  hotels. 

But  that  shouldn't  be  surprising. 
After  aU,  if  both  our  hotels  and  resorts 
share  the  nanie  Four  Seasons,  then 
they  obviously  share  something  else. 

Unparalleled  senace. 


cewhereAc  bluePacifie  meets  theSan  Ynez  Momtains-Jlie  Four  Seasons  Resort,Sanla  Barbai 


FburSeasons 

THE  GRAND  HOTEl^  AND  RLSORTSOF  OLlRTlME. 


©  mis  Four  Scasms  Hotels  Uraitcd 


STATES:  Austin.  Bos/on.  Ch/caf^o  ( The  Rilz-Car/lon ).  Chiiai^oiopms  1989).  Houston  (Cmlin-).  Houston  (Imi  on  the  Park).  Los  Angela.  Nm  York  i'l  he  Pierre  i. 
uhCalijin-nia.  Philadelphia.  SanFramisio.  Seattle.  Washington  D  .C .  CANADA:  Montre^al  ( Le  Ouatre  Saisons ).  Ottawa.  TorontotYorhiillel.  Toronto!  Inn  on  iht 
ajuver  UNITED  KINGDOM:  London  (Inn  on  the  Park).  JAPAN:  Tokyol opens  1991 ).  RESORTS:  Dallas  (Las  Colmas).  Maui  I  V'aiUa.  opens  I9H9).  Santa 
vBiltmore).  Canada  ( Mmaki  Lodge.  Nmhern  Ontario).  For  reservations  in  the  U.S.  call  (800)  332-3442;  in  Canada.  (800)  268-6282;  or  your  tratel  agent. 


m^m  o\i  ■■  IT'S  A  SMAP 


It  would  be  all  too  easy  to  meet 
our  increasing  electricity  de- 
mand with  foreign  oil.  How- 
ever, we  already  import  nearly 
50  percent  of  all  the  oil  we  use^ 
an  excessive  dependence  that 
could  trap  us  again. 

But  the  more  we  use  nuclear 
energ;/,  instead  of  oil^  to  generate 
elec''-c!iy,  the  less  we  have  to 
rely  ■  1  foreign  oil.  Our  112  nu- 
clear •  '  ctric  plants  already  have 


cut  foreign  oil  dependence  by 
4  billion  barrels  since  the  oil 
embargo  of  1973,  saving  us 
more  than  $115  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will  not 
be  enough  to  meet  our  growmg 
electricity  demand.  More  plants 
are  needed. 

We  can  help  America  avoid  the 
foreign  oil  trap  and  maintain 
our  energy  independence  by 


relying  more  on  our  own  re 
sources,  like  nuclear  energy. 

For  a  free  booklet  on  nucleal*''^^' 
energy  write  to 
the  U.S.  Council 
for  Energy  Aware- 
ness, RO.  Box 
66103,  Dept. 
BT26,  Washing- 
ton, D.C. 20035. 


U.S.  COUNCIL  FOR  ENERCY  AWARENES! 


Nuclear  energy  means  more  energy  independence. 


©1989  USCEA 


relopments  to  Watc 


Y  EMILY  T.  SMITH 


CH  TIME 

fEGETABLE  CANNERS 


Tired  of  sinking  your  teeth 
into  mushy  vegetables? 
Canned  vegetables  worthy  of  a 
place  in  a  nouvelle  cuisine  din- 
ner may  be  in  your  future. 
Cornell  University  chemist 
Malcolm  C.  Bourne  has  devel- 
oped a  process  that  turns  out 
tinned  vegetables  nearly  as 
firm  as  fresh  ones. 

In  conventional  canning, 
vegetables  are  blanched  in  boil- 
ing water  for  a  short  period, 
then  sterilized  by  heating  at 
even  higher  temperatures.  The 
breaks  down  pectin  molecules,  which  keep  vegetables 
xme,  however,  adds  calcium  and  holds  vegetables  30 
aetween  blanching  and  sterilizing.  That  allows  a  natu- 
urring  enzyme  called  pme,  which  builds  bridges  be- 
ctin  molecules  with  calcium  atoms,  to  help  reverse  the 
:  effects  of  cooking.  Carrots,  cauliflowers,  and  beans 
,  up  to  25  times  crisper. 

!  says  his  process  could  be  integrated  into  canning 
is  with  relatively  little  trouble  and  expense.  That 
s  good  news  to  food  processors,  who  have  watched 
I  in  the  past  decade  as  Americans  developed  a  taste 
;hy  veggies. 


ING  SOLID  WASTE  INTO 

TUFE  BUILDINGS  ARE  MADE  OF 


5  yet  another  idea  for  leveling  the  mountain  of  solid 
te:  Turn  it  into  concrete.  Neutralysis  Industries  Ltd. 
.ne,  Australia,  intends  to  take  municipal  solid  waste, 
it  down  to  the  consistency  of  lint,  then  mix  it  with 
water  or  sewage  sludge.  The  result  is  a  material 

0  modeling  clay  that  is  extruded  into  pellets.  The 
•e  then  heated  to  1200C.  Along  the  way,  volatile  gases 
methane  are  removed,  combustibles  are  burned  off, 
)ellet  becomes  a  lightweight  ceramic  rock  that  can  be 
naking  concrete. 

t  of  the  system,  the  hot  gases  released  during  firing 
as  fuel  in  later  heating  steps.  "It's  actually  a  recy- 

1  manufacturing  process  rather  than  waste  disposal," 
fketing  Director  John  H.  Robinson.  The  system  pro- 
dangerous  emissions  and  less  than  V2  of  1%  ash,  he 
incineration  plants,  257c  by  weight  of  incoming  gar- 
3s  up  as  toxic  ash  that  must  be  put  in  landfills. 

I  estimates  that  building  a  500  ton-per-day  Neutralysis 

II  cost  35%  less  than  a  comparable  incinerator.  The 
plans  to  build  its  first  plant  in  Michigan  and  is 

it  sites  in  New  Jersey  and  several  Australian  cities. 


T  ON  THE  SET 

EOT,  START  ROLLING' 


when  they  yell  "lights,  camera,  action"  in  the  TV 
0,  it's  going  to  be  a  robot  shooting  the  video  footage. 

Mobile  Robotics  Inc.  has  developed  a  steel-collar  cam- 
itor  that  can  move  around  the  studio  at  the  whim  of 


the  director  and  a  joystick.  The  guts  of  the  mechanical  shutter- 
bug  is  a  navigation  system  that's  used  in  the  Wilmington 
(Mass.)  company's  robotic  security  guard.  It  enables  the  robot 
to  memorize  location  cues  and  move  studio  cameras  and  other 
equipment  without  the  need  for  wires  under  the  floor  or 
painted  lines.  That  suits  the  robot  for  shooting  news  shows 
and  other  programming  in  a  studio  where  the  people  involved 
stand  at  fixed  locations. 

Since  it  can  cost  up  to  $100,000  annually  to  employ  a  camera 
operator,  the  $55,000  robot  represents  "considerable  cost  sav- 
ings," says  President  R.  Warren  George  II.  The  first  Denning 
robot  is  expected  to  whir  into  action  at  Cable  News  Network 
in  September,  shooting  the  news  in  its  Atlanta  studio.  Some 
analysts  estimate  that  the  market  for  the  "robocams"  could 
reach  $50  million. 


APRES-SKI, 

DIAL  'C  FOR  CINEMAX 


Pay-per-view  programs  have  become  a  staple  of  cable  tele- 
vision. But  now  there's  a  twist:  pay  per  stay.  Initially,  the 
new  service  will  cater  to  vacationers  in  time-share  resorts  and 
rented  condominiums,  but  it  will  also  be  offered  to  hospitals, 
hotels,  and  other  short-stay  facilities. 

Developed  by  TwixTel  Technologies  Inc.,  a  small  Framing- 
ham  (Mass.)  company,  the  system  was  launched  in  mid-Sep- 
tember in  Keystone,  Colo.,  by  the  local  cable  operator.  Heri- 
tage Cablevision.  Now,  people  staying  in  Keystone  area  ski 
resorts  and  condos  will  be  able  to  order  up  premium  cable 
services,  such  as  Home  Box  Office  and  Cinemax,  simply  by 
keying  in  special  codes  on  a  touch  tone  telephone.  The  TwixTel 
setup  also  permits  short-term  renters  to  make  long-distance 
phone  calls,  which  are  typically  restricted  in  time-share  condos. 
Fees  and  tolls  are  billed  to  the  charge-card  number  that  you 
punch  in  when  ordering  either  service. 


PONCE  DE  LEON  WOULD  LOVE 
THIS  DIABETES  DRUG 


An  experimental 
drug  that  may 
help  prevent  the  com- 
plications of  diabetes 
might  also  smooth 
away  wrinkles.  Ac- 
cording to  researchers 
at  Rockefeller  Univer- 
sity in  New  York,  the 
cosmetic  effects  of  ag- 
ing— sagging,  wrin- 
kled skin — seem  to  be 
caused  by  a  chemical 
reaction  called  cross- 
linking  that  occurs 
when  proteins  interact  with  blood  sugar  in  the  body.  In  diabet- 
ics with  excess  blood  sugar,  that  leads  to  heart  disease,  circu- 
latory problems,  and  kidney  disease.  But  in  normal  aging,  the 
skin's  structural  proteins,  elastin  and  collagen,  also  become 
cross-linked,  causing  skin  to  lose  its  elasticity,  then  wrinkle. 

Working  with  the  Rockefeller  scientists,  Geritech  Inc.  in 
Northvale,  N.  J.,  has  developed  a  topical  cream  from  an  experi- 
mental diabetes  drug  called  aminoguanidane.  In  animal  tests  it 
seems  to  prevent  protein  cross-linking,  which  might  make  it  an 
effective  antiwrinkle  cream.  Chief  Executive  Charles  A.  Faden 
says  the  startup  is  looking  for  a  major  U.  S.  company  to  take 
over  next  year's  planned  clinical  trials  of  the  topical  cream. 


ECHNOLOGY 
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A  problem  that  seems  to  have 
solution^certainly  no  obvious  on^. 
How  can  six  minus  three  make  four 

It's  symbolic  of  the  challenges  wt 
face  every  day  We're  ICI,  the  world 
fourth-largest  chemical  company  an' 
we're  working  to  solve  problems  the 
don't  have  simple,  obvious  answer* 

We're  protecting  the  environmen 
Our  "ozone-friendly"  fluorocarbons-f 
molecules  that  replace  existing  CFCl, 
and  safeguard  earth's  atmosphere- 
are  |ust  one  new  development  that  w 
are  hoping  will  promote  ecologicf 

Just  because  the  answer  isn't  obvious  doesn't  mean  it's  not  there. 

We're  trying  to  end  world  hunge 
Using  biotechnology  we've  create' 

high-yield,  disease-  and  drough 
tolerant  crops,  and  also  produce 
new  herbicides  and  pesticides  th;: 

help  farmers  protect  crops.  All  ( 
which  is  feeding  people  worldwide 

And  we're  improving  life  for  victirr 
of  life-threatening  diseases.  Throug 
medications  discovered  by  ICI,  eac 
year  more  than  150,000  women  wit 
breast  cancer  benefit  from  a  therapy 
that  can  help  extend  their  lives  ani^ 
allow  them  to  live  more  comfortabl!" 

Food,  the  environment,  medicine-' 
when  you  add  all  that  to  our  work 
advanced  materials,  polyurethane' 
paints,  plastics  and  resins,  fiber;, 
electronics,  specialty  chemical 'S 
dyes  and  colors,  security  device' 
films  and  aerospace  component! 
you'll  see  why  we're  a  $21  billic 
company  with  U.S.  sales  of  $4  billioi 

What  may  not  be  clear  is  the  solutic 
to  our  match  problem.  Remove  mi 
miatches  at  the  top,  bottom,  ar 
right,  and  this  too  wiil  be  easy  to  se' 


World  Problems  World  Solutions 
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Food 


JUST  WHAT  IS  'ORGANIC  FOOD 
—AND  IS  IT  GOOD  FOR  YOU? 


There  was  a  time  when 
Mom  urged  us  to  "eat 
your  vegetables,  so 
you'll  grow  up  big  and 
strong."  But  these  days,  eat- 
ing veggies — not  to  mention 
fruit  and  meat — may  be  haz- 
ardous to  your  health.  Not  a 
day  goes  by,  it  seems,  without 
another  announcement  of 
some  new  danger:  cancer 
from  cabbage,  birth  defects 
from  beans,  antibiotic-resis- 
tant microbes  in  meat — all  of 
it  resulting  from,  the  critics 
warn,  the  pesticides,  growth 
enhancers,  and  preservatives 
routinely  used  to  produce  and 
process  food. 

Riding  eagerly  to  the  res- 
cue is  the  organic-foods  move- 
ment. About  $3  billion  worth 
of  organic  or  "natural"  food 
is  sold  annually.  Although 
that  represents  just  17'  of 
U.  S.  food  production,  the 
number  of  organically  culti- 
vated acres  is  growing  by 
about  157  each  year,  esti- 
mates the  Organic  Food  Pro- 
duction Assn.  of  North  Ameri- 
ca (0FPA.\.4),  the  industry's 
leading  trade  group. 
FROZEN  ORGANIC.  The  prolif- 
eration has  not  just  been  in 
produce  and  meats,  but  in  all 
sorts  of  processed  foods,  from 
wine  to  potato  chips  to  olive 
oil.  One  supplier,  Cascadian 
Farm  in  Concrete,  Wash., 
even  sells  frozen  organic  veg- 
etables— and  is  considering  a 
line  of  organic  frozen  dinners. 
While  the  bulk  of  the  food  is 
still  sold  locally,  such  organic 
goodies  are  increasingly 
shipped  across  the  country — 
and  not  just  to  health-food 
stores,  but  also  to  supermar- 
ket chains. 

Despite  organic  food's  her- 
alded entry  the  main- 
sti'tam,  however,  many  ques- 
tions about  it  remain.  There's 
controversy  over  the  benefits, 
the  quality,  and  even  what  ex- 


actly makes  food  organic.  The 
only  thing  that  is  certain 
about  it  is  the  price,  which  of- 
ten runs  207  to  507  higher 
than  that  of  its  conventional 
counterparts. 

Basically,  "organic"  refers 
to  produce  that  has  been 
grown  without  chemical  or 


raised  on  organically  grown 
feed  and  not  given  any  antibi- 
otics or  hormones  to  enhance 
growth. 

Unfortunately,  these  aren't 
official  government  defini- 
tions. "Generally,  the  ques- 
tion of  organically  grown 
food  is  not  taken  seriously  at 


tion — some  15  states 
laws  defining  organic  foe 
or  to  local  farmers'  ass{  '•^ 
tions.  "Right  now,  we  hav< 
unevenly  developed  syste 
admits  Judith  Gillan,  se 
tary  of  OFPAX.\. 
CONFUSING  LABELS.  And  tl 

are  disparities.  Some  sta 


synthetic  pesticide-  aii'l  fertil- 
izers and  shipped  to  market 
without  preservatives,  dyes, 
or  waxes.  In  dried,  canned,  or 
boxed  food,  it  applies  to  the 
production  process — no  addi- 
tives or  preservatives,  except 
for  salt.  In  beef  or  poultry,  it 
means  the  animals  have  been 


the  FDA,"  says  fda  spokes- 
man Emil  Corwin.  No  federal 
definitions  means  no  federal 
regulation  of  claims  that  food 
is  organically  grown,  though 
legislation  pending  in  Con- 
gress may  change  that  soon. 
Instead,  enforcement  of  stan- 
dards is  left  to  state  legisla- 


such  as  Texas,  refuse  to  cii- 
fy  produce  as  organic  'itii 
the  farm  has  been  usingir- 
ganic  methods  for  tl*aj| 
years;  others,  such  as  Calai 
nia,  mandate  only  one 
There  is  also  debate  <M 
methodology:  Some  orgai< 
groups  don't  allow  the  :<ii- 
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nitrogen  fertilizers 
;  gas  is  a  natural  sub- 
5ut  it  isn't  a  living  mi- 
lism)  or  sticky  traps 

insects. 

;he  real  concern  for 
ers  lies  in  labeling. 
3d  foods  in  particular 
from  a  variance  of 
Is:  The  word  "organ- 
■efer  to  just  the  princi- 
jtance  in  the  product 
ery  single  ingredient, 
re  confusing  as  well, 
amped  "natural  beef" 
iiral  chicken"  by  the 
ture  Dept. — which 
recognize  the  word 
c" — are  guaranteed 
not  to  contain  addi- 
•  preservatives  after 


iring;  it  doesn't  indi- 
y1;hing  about  how  the 
!  was  raised.  "Claims 
ig  animal  production 
ipendent,"  says  Kath- 
iddy,  food  technician 
iculture's  Safety  &  In- 
1  Service. 

of  actually  visiting  a 


farm,  what's  a  consumer  to 
do?  Don't  rely  on  store  signs 
that  say  "pesticide-free"  or 
"natural"  or  even  "organic." 
There's  a  difference  between 
a  product  labeled  "organic" — 
which  may  be  an  individual 
grower's  or  manufacturer's 
claim — and  one  labeled  "certi- 
fied organic,"  which  indicates 
that  the  "grower  has  been 
visited  by  an  independent 
third  party,  with  by-laws  and 
standards,  to  verify  his  meth- 
ods," says  Robert  Scowcroft, 
executive  director  of  Califor- 
nia Certified  Organic  Farm- 
ers. It's  not  a  bad  idea  to  do 
some  checking  on  the  certifi- 
er, either,  to  ensure  that  the 
group  is  nonprofit  and  con- 
ducts inspections  regularly. 
'AUDIT  TRAIL.'  And  if  you'd 
still  like  to  check  out  that 
farm,  the  certifier  should 
make  that  possible.  "To  stay 
certified,  our  members  must 
maintain  an  audit  trail,"  says 
Betty  Kananen,  administra- 
tive director  of  the  Organic 
Crop  Improvement  Assn., 
which  certifies  processed 
foods.  "A  consumer  can  call 
the  company,  refer  to  the  lot 
number  on  the  package,  and 
trace  the  origin  of  every  in- 
gredient in  the  package."  In 
the  absence  of  any  certifica- 
tion logo,  you  might  also  look 
for  a  statement  on  the  food 
indicating  compliance  with 
state  laws. 

The  certification  process  is 
one  of  the  factors  that  boosts 
organic  food's  price.  Of 
course,  another  has  to  do  with 
the  plain  old  profit  motive — 
"Stores'  taking  advantage  of 
people's  desire,"  says  Alton 
Eliason,  treasurer  of  the  Con- 
necticut chapter  of  the  Natu- 
ral Organic  Farmers  Assn., 
which  represents  growers  in 
seven  northeastern  states. 
But  then,  supply  is  smaller, 
too.  Organic  farms  tend  to  be 
•".lom-and-pop  outfits:  250 
acres  is  a  good-size  operation 
compared  with  the  thousands 
of  acres  on  commercial  farms. 
Organic  farming  is  also  more 
labor-intensive  and  more  time- 
consuming. 

And  although  many  farms 
are  extremely  productive, 
crop  yields  frequently  are 
smaller — especially  during  a 
farm's  transition  from  con- 


ventional to  organic  methods. 
Most  of  that  is  the  result  of 
losses  from  molds  or  pests. 
"But  some  of  the  food  is  just 
unsellable  because  of  cosmet- 
ic appearance,"  says  Roger 
Wechsler,  chief  financial  offi- 
cer for  Cascadian  Farm. 

WEED-GOBBLING  GEESE.  Or 

ganic  food  often  looks  fun- 
ny— spotted,  misshapen,  or 
colorless.  Farmers  insist 
that's  because  the  produce 
hasn't  been  doctored  as  con- 
ventional food  often  is:  Ap- 
ples aren't  waxed,  oranges 
aren't  dyed,  avocados  and  ba- 
nanas aren't  gassed  to  appear 
brighter. 

Appearances  aside,  the  food 
is  usually  safe  to  eat  when  it 
comes  to  market:  The  organic 
industry's  rejection  of  syn- 
thetic pesticides  doesn't  mean 
no  pest  control  whatsoever. 
On  the  contrary,  organic 
farmers  employ  a  variety  of 
methods  to  keep  the  bad 
things  at  bay,  including  crop 
rotation,  crop  covers,  and 


the  positive  side,  organic  food 
often  tastes  better  than  con- 
ventional versions — and,  advo- 
cates say,  you're  not  risking 
all  those  carcinogens. 

Still,  does  that  make  the 
stuff  worth  the  price?  If  all 
you  want  is  better-tasting 
food,  the  answer  is  no — you 
could  get  that  same  juicy  fla- 
vor from  any  homegrown  or 
vine-ripened  produce  (which 
may  use  some  natural  agricul- 
tural techniques  without  be- 
ing 1007f  organic). 

The  health  factor  is  more 
controversial.  Organic  advo- 
cates argue  that  the  cumula- 
tive effect  of  eating  chemical- 
containing  foods  could,  over  a 
lifetime,  be  hazardous.  Still, 
despite  ominous  results  from 
lab  experiments,  the  causal 
link  between  cancer  and  pesti- 
cide residues  in  foods  is  still 
tenuous.  "Nothing  leaps  out 
at  you,  as  it  does  with  lung 
cancer  and  cigarettes,"  says 
John  McCarthy,  vice-president 
at  the  National  Agricultural 


MAIL-ORDER  ORGANIC 


For  a  larger  list,  send  5U(t  and  an  addressed,  st;iinped  envelope 
to  Mail-Order  Organic,  Center  for  Science  in  the  Public  Interest, 
1501  16th  St.,  N.  W.,  Washington  D.  C,  20036. 

THE  GREEN  EARTH  Fresh  greens,  vegetables,  fruits 

2545  Prairie  Ave.,  Evanston.  111.  60201  800  322-3662  

OLD  MILL  FARM  SCHOOL  OF  COUNTRY  LIVING  Poultry,  goat  cheese 

P.  O.  Bo.x463.  Mendocino.  Calif.  9.S460  707  937-0244  

PAUL'S  GRAINS  Rice,  cereals,  beef 

2475-B  340  St.,  Laurel,  Iowa  50141  515  476-3373  

WALNUT  ACRES  Fresh  and  canned  vegetables,  preserves,  nuts 
Penns  Creek,  Pa.  17862  717  837-0601  

DATA:  BW,  CENTER  FOR  SCIENa  IN  THE  PUBUC  INTEREST 


large  vacuuming  devices.  Oth- 
er farms  even  raise  weed-gob- 
bling geese  and  insects  that 
like  to  eat  other  bugs.  Organ- 
ic farmers  also  use  fertilizers 
made  of  such  natural  sub- 
stances as  manure,  crushed 
crab  shells,  and  kelp  extracts. 
After  harvesting,  the  produce 
may  go  through  processes 
like  cold  baths  or  hot  water 
dips  to  reduce  spoilage. 

So  it's  doubtful  that  organic 
produce  is  harboring  danger- 
ous microbes.  But  be  careful 
about  waiting  too  long  to  eat 
it — many  organic  fruits  and 
vegetables  don't  have  as  long 
a  shelf  life  as  their  preserva- 
tive-laden counterparts.  On 


Chemicals  Assn.,  a  trade  or- 
ganization. 

There  is,  however,  another 
case  for  organic  agriculture. 
The  wide-spread  application  of 
herbicides,  insecticides,  and 
fungicides  may  cause  perma- 
nent damage  to  the  air,  land, 
and  water.  Recently,  the  Na- 
tional Academy  of  Sciences  is- 
sued a  report  urging  a  de- 
crease in  the  use  of  chemical 
agricultural  techniques  in  fa- 
vor of  methods  less  destruc- 
tive to  the  environment.  That 
may  be  the  most  compelling 
reason  to  eat  organic:  Wheth- 
er or  not  it's  better  for  the 
body,  it  definitely  helps  out 
the  planet.  Troy  Segal 
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Smart  Money 

BETTING  ON  THE  YEN: 
A  WAY  TO  TILT  THE  ODDS 


A strong  dollar  against 
the  yen  hasn't  made  in- 
vesting in  Japanese  stocks 
seem  very  attractive  of  late. 
But  some  analysts  think 
that's  about  to  change.  If  the 
yen  starts  gaining  ground  on 
the  dollar,  moving  into  Japa- 
nese stocks  will  be  a  good 
currency  play  in  the  months 
to  come. 

A  convenient  way  to  buy 
into  Japanese  securities  is 
through  mutual  funds  that 
invest  in  them  (table).  For 
many  funds,  the  results  have 
been  impressive,  though  the 
dollar  has  taken  its  toll.  One 
recently  launched  fund 
claims  that  it  has  found  a 
better  way  to  invest  in  Japa- 
nese equities.  The  Japan  Tilt 
Fund  from  Nikko  Securities 
International  consists  of 
about  200  "blue  chip"  Japa- 
nese stocks  and  seeks  not 
only  to  match  a  popular  Jap- 
anese market  index  but  to 
exceed  it. 

MOUSETRAP.  This  is  a  fund 
for  fairly  high  rollers — the 
minimum  investment  is 
$50,000.  The  index  the  fund 
tracks,  the  TOPIX  (Tokyo 
Stock  Price  Index),  includes 
1,135  stocks  on  the  Tokyo 
Stock  Exchange.  The  mouse- 
trap: A  quantitative  comput- 
er model  that  tries  to  pick 
winners  from  among  1,750 
companies.  It  tilts  the  portfo- 
lio toward  factors  "shown  to 
be  statistically  significant  in 
generating  active  returns" 
and  tilts  away  from  factors 


that  the  model  says  "are  sta- 
tistically significant  in  gener- 
ating negative  active  re- 
turns." That  discipline  is 
quite  a  different  approach 
from  the  tips  and  rumors 
that  normally  fuel  the  Tokyo 
market. 

To  hedge,  the  fund  may  in- 
vest in  interest  rate,  index, 
and  currency  futures  con- 
tracts. It  may  write  puts  and 
calls  on  those  contracts,  on 
individual  securities,  curren- 
cies, and  stock  indices. 

So  far,  the  fund  is  hurting. 
Its  share  price  started  at  $10, 
has  gone  as  high  as  $10.60, 
and  now  stands  at  $9.70. 
"When  we  started  the  fund, 
the  yen  was  139  to  the  dol- 
lar— now  it's  146,  so  we  lost 
money  in  currency,"  says 
Seiki  Hishikawa,  a  senior 
vice-president  with  Nikko. 

The  TOPIX  itself,  however, 
is  up  about  10%  since  the  be- 
ginning of  this  year.  "We  ex- 
pect maybe  a  1()%  to  15%  rise 
in  the  Japanese  index  within 
six  months  to  a  year,"  says 
Hishikawa.  "And  we  expect 
the  yen  to  gradually  appreci- 
ate to  maybe  130  early  next 
year." 

Some  experts  expect  the 
dollar  to  lose  10%-  to  15%' 
against  the  yen  in  coming 
months.  That  alone  would 
boost  your  investment.  And 
if  the  Tokyo  market  takes 
off  again,  you  could  end  up 
with  one  of  the  best  gains  of 
the  year.  Suzanne  Woolley, 
with  Ted  Holden 


A  SAMPLER  OF  FUNDS  THAT 
INVEST  IN  JAPAN 


Total  return* 

1987 

1988 

1989** 

DFA  JAPAKBI  mm.  COMPANY 

87.47% 

32.41% 

14.06% 

GT  JAPAN  Gig0WI» 

52.80 

21.82 

31.41 

JAPAN 

31.54 

19.40 

-1.08 

MERRILL  Vimii  P'^^m.  A 

10.77 

34.73 

1.43 

TOPIX 

10.00 

27.00 

10.00 

*  Assumes  reinvestment  '  dividends  and  capital  gains 

DATA:  MORNINGSTAR  INC.,  BW 
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Getting  Ahead 

JUST  WHEN  YOU  THOUGHT  YOl 
HAD  THE  PERFECT  JOB  LINED  UI 


Picture  this:  You  get  an 
irresistible  job  offer. 
You  go  in  to  resign 
from  your  old  job,  and  your 
bosses  say,  "We  won't  let  you 
quit."  They  promise  you  more 
money,  a  grander  title.  They 
even  ask:  "What  will  make 
you  happy?"  Should  you  stay 
after  all? 

The  answer  is  probably  no. 
In  70%  of  cases,  staying  on 
doesn't  work  out,  consultants 
say.  Even  in  this  era  of  dwin- 
dling employee  loyalty  and 
strategic  job-hopping,  many 
managers  still  feel,  deep 
down  inside,  that  everyone 
should  be  a  corporate  lifer. 
They  will  forever  resent  you 
as  someone  they  had  to  bribe 
to  keep. 

And  even  though  they 
wooed  you  back,  your  bosses 
may  develop  a  belief  that  you 
manipulated  them,  warns 
Keith  Halperin,  vice-president 
of  Personnel  Decisions,  a  Min- 
neapolis firm  of  managemt  at 
psychologists.  Horror  stories 
abound  of  employees  who 
gave  in  to  entreaties  to  stay — 
only  to  be  fired  as  soon  as 
the  company  could  groom  a 
successor. 

Still,  employees  should  at 
least  consider  seriously  any 
counteroffer,  says  William 
Morin,  CEO  of  Drake  Beam 
Morin,  an  outplacement  firm. 
Obviously,  there  can  be  ad- 


vantages in  going  with! 
known,  rather  than  an 
known  quantity,  which  a 
job  invariably  is." 
QUICK  FIX?  Examining  ar 
fer  to  stay  really  means  | 
amining  your  reasons 
leaving — and  whether 
agement  can  realistically 
anything  about  them.  It'sl 
portant  to  think  beyond  qif 
fix  wants — a  bigger  offic 
bonus — and  evaluate  ful 
mental  aspects  of  your  car 
If  you're  unhappy  with 
corporate  culture  or  becq 
you  want  your  boss's 
you're  better  off  leaving] 
the    other    hand,  sped 
changes  in  your  duties  an([ 
surances  about  your  ful 
are  things  that  can  be  wo^ 
out — preferably  with 
promises  set  down  in  a  m^ 
says  Maury  Hanigan,  a 
sultant  in  Stamford,  Conr 
Of  course,  if  your  heart 
mind  are  already  with 
new  company,  by  all  m  f 
go.  But  if  promises  seem 
cere  and  realistic,  says 
drew  Grove,  Intel's  CEO  a 
syndicated  career-advice 
umnist,  staying  on  "can 
win-win  situation."  At 
very  least,  a  counteroffer  ! 
often  represent  an  unpi 
dented  opportunity  to  s] 
frankly  with  manager 
What  are  they  going  to 
fire  you? 
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It  could  happen  to  you.  You 
buy  stock  in  a  company 
you're  convinced  is  under- 
valued. Months,  possibly 
years  later,  a  raider  is  ru- 
mored to  be  interested,  too. 
The  stock  jumps.  Should  you? 

Your  first  impulse  may  be 
to  take  immediate  advantage 
of  this  windfall  and  tell  your 
broker  to  sell  your  shares  on 
the  open  market — a  decision 
that's  virtually  risk-free.  But 
if  the  company  does  indeed 
become  a  takeover  target  and 
a  bidder  offers  to  pay  a  pre- 
mium for  your  shares,  you 
may  want  to  play  risk  arbitra- 
geur: Hold  onto  your  stock 
and  hope  that  another  higher 
bidder  comes  along. 

Investors  who  sold  Federat- 
ed at  $50  when  Robert  Cam- 
peau  made  his  first  bid  of  $47 
made  a  tidy  profit,  but  those 
who  waited  for  his  final  bid  of 
$73.50  cleaned  up.  A  bidding 
war  will  most  likely  occur  if 
other  investors  have  recently 
filed  13Ds,  the  form  that 
must  be  submitted  to 
the  SEC  by  anyone  who 
owns  5%  or  more  of  a 
public  company.  Al- 
though arbs  at  times 
bid  the  price  so  high 
that  the  deal  aborts, 
"the  person  who  waits 
generally  does  better 
than  the  person  who 
sells  immediately," 
says  Gilbert  Matthews, 
a  managing  director  at 
Bear  Stearns. 

To  establish  whether 
the  takeover  proposal 
should  be  taken  seri- 
ously, or  whether  it 
stands  a  good  chance 
of  being  replaced  by  a 
hig'tier  bid,  read  the 
tendtT-offer  document 
(Forti,  14D-1)  as  well  as 
the  company's  re- 
sponse U)  it  (Form  14D-9), 
both  of  which  will  be  mailed 
to  you. 

SERIOUS  MONEY.  The  offering 

document  siiould  tell  you 
whether  the  bidder  has  ar- 
ranged the  necessai-  financ- 
ing to  compltte  the  deal.  Has 
lLi  :  '  'dtr  gone  ahead  and 
paid  a  i  ank's  com.mitnient 
fees  for  the  financing  Oi  are 
the  financing  plans  still 
sketchy?  Have  the  investment 
and  commercial  bankers  done 


Investing 

THE  ART  OF  SELLING  SHARES 
WHEH  A  RAIDER  IS  BUYIHG 


HOW  SOME  BIG  TAKEOVER 
PLAYS  TURNED  OUT 


Target 


Price  per  share 


Day  after 
first  offer 

Final 
offer 

CHURCH'S  FRIED  CHICKEN 

7% 

n 

FEDERATED  DEPT.  STORES 

50 

731/2 

HOLLY  FARMS 

50% 

70 

MACMILLAN  PUBLISHING 

58% 

9OV4 

NORTHWEST  AIRLINES 

681/4 

121 

PILLSBURY 

58V8 

66 

PRIME  COMPUTER 

17 

20 

TIME 

168 

200* 

UNITED  AIRLINES 

2103/4 

NA** 

WEST  POINT-PEPPERELL 

48  Vs 

58 

'Rejected 

* 'Pending 

DATA;  BRIDGE  INFORAAATION  SYSTEMS 


deals  like  this  before?  "In 
general,  the  larger  the 
amount  of  fees  that  have 
been  paid  up  front,  the  more 
serious  you  can  assume  the 
raider  to  be,"  says  William 
Kaye,  an  arbitrageur  at 
PaineWebber. 

How  much  equity  is  the  bid- 
der putting  into  the  deal?  It 
should  be  at  least  10%  of  the 
proposed  purchase  price.  But 
frequently,  a  bona  fide  bidder 
will  commit  more,  as  Jerome 


Kohlberg's  KPC  Acqui- 
sition Corp.  did  when  it 
put  up  25%  for  Colora- 
do Prime.  Is  the  offer 
fair  in  relation  to  the 
market  price  and  the 
purchase  price  of  simi- 
lar companies  that 
have  been  taken  over? 
"If  someone  offers  you 
$22  per  share  and  the 
stock  had  been  trading 
at  $20,  that's  reason- 
able," says  Matthews. 
"But  if  the  stock  were 
trading  at  $25  a  month 
ago,  then  $22  doesn't 
look  so  good." 

Examine  the  compa- 
ny's balance  sheet  to 
make  sure  the  bidder's 
offer  reflects  the  company's 
underlying  asset  value.  Ana- 
lysts often  estimate  the 
breakup  value  of  a  company 
in  their  research  reports,  and 
these  often  indicate  whether 
the  company  should  command 
a  higher  price.  Are  there  hid- 
den assets  like  a  pension  sur- 
plus or  understated  real  es- 
tate holdings,  which  the 
bidder  likely  knows  about,  but 
which  aren't  reflected  in  the 
price?  A  prospective  bidder 


will  have  read  these  rep 

Finally,  is  the  bidder 
self  credible?  Has  he  bouai 
out  companies  in  the  pasts 
is  he  just  trying  to  put  a 
company  in  play  to  attra<ji 
higher  bidder  and  to  co' 
greenmail?  "Your  degrei 
confidence  should  diminii 
says  Kaye,  "if  the  raider 
never  successfully  taken 
a  company  but  has  fo: 
companies  into  leveraged] 
capitalization  schemes  thai 
suited  in  significant  s 
profits  to  himself." 
HOMEWORK.  Once  you 
established  that  the  bi 
means  business,  find  out 
he  has  typically  bid  in 
past.  In  a  friendly  takeov 
bidder  usually  makes  a 
(high)  bid  at  the  outset, 
hostile  bidders,  if  seriou; 
their  intention  to  own 
company,  nearly  always 
some  room  to  negotia 
that  they  can  entice  the 
pany  to  endorse  their  off( 
Also  try  to  get  a  sensi 
whether  the  bidder  will 
into  regulatory  or  antit 
problems  by  looking  at 
other  mergers  in  the  samt 
dustry  have  fared.  Is  th 
merger  between  competit 
Is  a  foreign  buyer  trying 
take  over  a  defense  compE 
Don't  worry  if  you 
tender  your  shares  and  a 
ter  offer  comes  along.  I 
you've  been  paid  for  ; 
stock,  you  can  still  tender 
someone  else.       Laura  , 


Worth  Noting 

■  TAXING      ISSUE.  Be 

abroad  at  filing  time  no  lo 
er  gets  you  an  automatic 
tension,  says  the  IRS.  Th; 
available  only  if  your 
homes  and  abodes,  in  a  i 
and  substantial  sense," 
outside  the  U.  S.  and  Pu€ 
Rico.  If  you  will  be  overs 
on  Apr.  15,  you'll  need  to 
Form  4868  and  pay 
amount  you  estimate  is  d 

■  COMPUTER  ATLAS.  A 

program  called  PC  USA  u 
colorful  maps  and  grapl 
for  profiles  of  all  50  st£ 
and  Puerto  Rico.  It's  i 
for  IBM-type  PCs  and  will 
updated  yearly  by  maker 
Globe  (800  255-2789). 
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ffered  by  New  England  Securities  Corporation 


(C)  1989,  New  England  Mutual  Life  Insurance  Company.  Bos 


TO  LEARN  THE  ABCs  OF  COLLEGE  FUNDING, 
YOU  NEED  A  SMART  FINANCL\L  PARTNER. 

While  your  l<ids  are  becoming  familiar  with 
modern  math,  here's  a  number  that  you  should 
become  familiar  with:  $27,000.  That's  what  one 
year  at  a  private  college  will  probably  cost  in  1999. 

Fortunately  at  The  New  England,  our  rep- 
resentatives can  help  you  plan  for  rising  college 
expenses  with  short-  and  long-term  investments 
tailored  to  your  particular  goals. 

Call  1-800-222-2725,  Ext.  475  for 
our  free  booldet,  "Education  Funding: 
F^ow  to  Prepare  for  the  Rising  Cost  of 
College. "  It  covers  options  lil<e  life 
insurance,  mutual  funds  and  tax- 
advantaged  vehicles  that  will  help  you 
begin  building  a  college  fund  today. 

After  all,  when  it  comes  to  college,  your 
children  aren't  the  only  ones  who'll  have  to  make 
the  grade. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 


® 


^  to  Companies 

ves  the  starting  page  for  a  story  or  feo- 
ignificont  reference  to  a  company.  Most 
are  indexed  under  their  own  names, 
sted  only  in  tables  ore  not  included. 


208 


Coca-Cola  46 

Colorado  Prime  236 

Combustion 
Engineering  145 

Compaq  Computer  208 

Conner  Peripherals  206H 

Consolidated  Edison  206J 

Control  Data  206H,  222 

Courtlond  Marketing  206E 

Curtis  Publishing  50 


Dai-lchi  Kongyo  Bonk  200, 
202 

Ditapoint  50 

Dinning  Mobile 
Robotics  229 

Digital  Equipment  206J, 
222 

DocuCon  50 
Domino's  Pizza  46 
Dresser  Industries  75 
DST  Systems  206 
Du  Pont  204 


IBCA  200 
IBM  206J,208 

Imprimus  Technology  206H 
Index  Technology  206J 
Intel  208 

International  Management 
Group  188 

Intuit  216 
J 


E  &  J  Gallo  Winery  54 

Electro  Scientific 
Industries  222 

Electronic  Data  Systems  75 

Exxon  190 


Federated  Department 
Stores  44 

First  Chicago  200 

Fox  49 

Fuji  Bonk  202 

G 


Gannett  48 
General  Dynamics  64 
General  Electric  156,208 
General  Mills  42 
General  Motors  52 
Geritech  229 
Glickenhous  50 
Goldman,  Sachs  38D 
Graphic  Scanning  45 

H 


Hallmark  Cards  206 

Hanomog  75 

Horcourt  Brace 
Jovanovich  182 

Heinz  (H.  J.)  68 

Heritage  Coblevision  229 

Holiday  206 

Hondo  162 


Jaguar  56 

JMB  Realty  56 

Joseph  E.  Seagram  & 
Sons  54 


Kansas  City  Southern  206 

Kellogg  42 

KLM  Royal  Dutch 
Airlines  58 

Knight-Ridder  144 

KnowledgeWore  206J 

Komotsu  75 

KPC  Acquisition  236 


LA  Gear  56 
LoSalle  Partners  56 
LIN  Broadcasting  45 
Lonrho  50 
Lotus  216 

M 


Manufacturers 
Hanover  200,202 

Maxtor  206H 

MCA  182 

McCow  Cellular 
Communications  45 

McDonald  196 

McDonald's  46 

McGraw-Hill  10,50 

McKesson  47 

Meco  Ventures  206E 

Meehan(M.  J.)  196 

Meredith  56 

Merrill  Lynch  196 

Metro  Mobile  CTS  45 

MGM/UA 
Communications  56 

Microelectronics  & 
Computer 
Technology  222 

Micropolis  206H 

Microsoft  208,216 

Miller  Brewing  54,  182 

Miniscribe  206H 

Mi  toe  208 

Mitsubishi  Electric  64 

Mitsui  Bonk  202 

Monfort  14 

Morgon  Stonley  38D 


Motel  6  206 

MTM  Entertainment  49 


Nostec  206 J 
NBC  49 

Neutralysis  Industries  229 
Nissan  162 
Nissin  68 

Northwest  Airlines  58 


Olympia  &  York  56 
Oppenheimer  Industries  14 


Pacific  Bell  154 
PCS  47 
PepsiCo  46 

Phoenix  Technologies  208 
Priam  206H 
Procter  &  Gamble  154 
Pulitzer  Publishing  48 


Quaker  Oats  42 

R 


Rand  145 
Raytheon  64 
Rite  Aid  47 
Rouse  92 

Royal  Caribbean  Cruise 
Line  82 


Sanwo  Bank  202 
Sara  Lee  42 

Seagate  Technology  206H 

Sears  Roebuck  56 

Sheorson  Lehmon 
Hutton  196 

Software  Publishing  216 
Spinnaker  Software  216 
Storehouse  50 
Stroh  Brewery  54 
Sumitomo  Bank  202 
Sun  Microsystems  206H, 
208 
Symantec  216 

T 


Taiyo  Kobe  Bank  202 
Tandy  56,216 
Texas  Instruments  206J 
Toshiba  208 
Toyoto  162 

TwixTel  Technologies  229 
V 


Vantage  Analysis 

Systems  222 
Vortex  Systems  206E 

W 


Walt  Disney  46,  182 
William  Morrow  56 
Williams  Cos.  206 


Most  people 
don't  want  to 
make  a  career 
out  of  looking 
for  a  great 
hotel. 

We  do. 


\ntimate  ♦  Elegant  ♦  Exquisite 


Beverly  Hills  CA 
LEmtitage 
Eioston  MA 
Boston  Harbor  Hotel 

Carmel  CA 
The  Highlands  \nn 
Chicago  IL 
Hotel  2  1  East 
Ccxonut  Grove.  FL 
Mai^fmr  House 

Del  Mar  CA 
The  \nn  at  Del  Mar 
Denver,  CO 
The  Bumsley 
Flonda  Keys 
Little  Palm  Island 
Cheeut  Lod^e 

Houston,  TX 
The  Lancaster 
Los  Angeles,  CA 
Bel  Me 

Mexico 

Qiunta  Real  Guadalajara 
Qumta  Real  Zacatecas 
Minneapolis  MN 
The  'Whitney 
Napa  Valley  CA 
Meadowood  Resort 


New  Orleans  LA 
Maison  de  Ville 

New  York,  NY 
The  Lowell 

Pans  France 
Hotel  Balzac 

Saint  Louis,  MO 
Hotel  Ma;estic 

San  Antonio,  TX 
The  Fairmount 

San  Diego.  CA 
HortoM  Parle  Plaza 

San  Francisco  CA 
THe  Huntmgton 
The  Sherman  House 

Savannah,  GA 
The  Mulberry  \nn 

Sedona,  AZ 
\ohn  Gardiner's 
Enchantment 

Vail  Valley  CO 

The  Lodge  at  Cordillera 

Washington  DC 
The  lefferson 

Williamstown,  MA 
The  Orchards 


For  a  comprehensive  directory,  send  S3  to 

SMALL  LUXURY  HOTELS  &  RESORTS 
337  S  Robertson  Blvd  .  Suite  202 
Beverly  Hills,  CA  902 1 1 

Reservations:  (800)  345-3457 
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If  you're  on  the  firing  line, 
you  need  Dow  Jones  online. 


People  are  counting  on  you. 

Relying  on  vour  speed.  Your 
smart's.  lOur  information. 

Feel  the  heat?  Not  when  vou're 
online  with  Dow  lones  News/'ketrieval- 
the  business  news  and  information 
ser\'ice  from  the  publisher  of  Tlie 
Wall  Street  Journal,  Dow  lones  & 
Company  Inc. 

No  one  puts  you  online  with 
business  lixe  News/Reh'ieval.  A  few 
keystrokes  and  you're  ready  to 
screen  sales  pro'speds,  identify  ac- 
quisition candidates  and  research 
competitors.  Stav  ahead  of  events 
and  track  fast-breakmg  sihiations 
like  never  before.  Spot  the  trends 
that  signal  opportunity  Spark  new 
ideas,  develop  mcisive  strategic 
plans,  or  compile  a  wealth  of  finan- 
cial data  to  give  yourself  a  unique 
information  advantage. 

Only  News/ Retrieval  gives  you 
news  just  seconds  after  it  hits  the 
Dow  (ones  newswires;  exclusive 
access  to  the  full  text  of  The  Wall 
Street  Journal,  and  fingertip  access 
to  iirformation  from  over  183  publi- 
cations, including  Rvtune,  Rvbes 
and  Business  Week;  D&B  reports; 
detailed  profiles  of  over  5,00(J  com- 
panies; and  more-to  help  you 
make  cool,  confident  decisions. 

And  we  make  it  unusually  easy 
Menus  guide  vou  every  step  of  the 
way-one  servace  even  lets  you  enter 
search  commands  in  plain  English! 

Discover  just  how  easy  it  can  be  on 
the  firing  line-once  you're  online  with 
New  s  Retrieval.  For  more  information, 
call  1-800-22S-317D,  Ext  616  today. 

Dow  Jones 
News/Retrieval 

Online  with  business. 


'v  1989  Dow  loiies  &  Cdmpany,  inc.  All  nghts  reserved. 
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U.  S.  stocks 
$13,385 

-1.09% 


Foreign  stocks 
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Treasury  bonds 
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Money  market  fund 
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THE  NEXT  CHALLENGE:  BUILD  HUMAN  CAPITAL 


Where  are  we  headed  as  a  people,  a  nation,  an 
economy?  That's  the  basic  question  posed  by  the 
report  on  The  New  America  in  this  issue,  pub- 
Hshed  on  the  magazine's  60th  anniversary.  To  a  surprising 
degree,  we  find  the  outlook  hopeful.  Despite  recurrent  pre- 
dictions of  disaster,  America's  response  to  the  economic 
crises  of  recent  decades  demonstrates  more  than  anything 
the  resilience  of  its  economy  and  people. 

Our  unique  blend  of  democracy,  free  markets,  and  individ- 
ual initiative — which  communist  nations  are  now  trying  to 
emulate — has  survived  severe  tests.  Double-digit  inflation 
has  been  vanquished  by  a  determined  Federal  Reserve 
Board.  Conservation  and  investment  in  energy  efficiency 
have  helped  thwart  the  threat  of  an  OPEC  stranglehold  on  the 
economy.  U.  S.  manufacturers,  once  deemed  a  dying  species, 
have  responded  to  foreign  competition  by  turning  lean, 
mean,  and  aggressive.  So  many  Americans  have  sought  and 
found  work  that  our  job-creating  machine  is  the  envy  of  the 
industrial  world.  A  decade  that  began  with  the  deepest 
postwar  recession  is  ending  with  no  end  in  sight  to  the 
longest  peacetime  expansion  ever.  Even  the  long-abhorred 
budget  and  trade  deficits  are  apparently  in  retreat. 

Indeed,  the  economy  has  performed  so  unexpectedly  well 
that  some  economists  are  now  confidently  predicting  that 
market  forces  will  combine  with  emerging  demographic 
trends  to  solve  the  problem  of  inadequate  savings  and  in- 
vestment that  still  threatens  to  hamper  long-term  growth.  In 
their  view,  members  of  the  baby  boom  generation,  who  are 
entering  their  most  productive  and  savings-prone  years,  will 
help  provide  the  capital  for  investment  just  at  a  time  when 
labor  shortages  will  create  strong  incentives  for  making 
such  investments.  And  the  resulting  enhanced  competitive- 
ness and  prosperity  will  finally  enable  us  to  come  to  grips 
with  such  deep-rooted  problems  as  drug  abuse,  crime,  home- 
lessness,  growing  inequality,  a  decaying  infrastructure,  and 
increasingly  inadequate  health  and  education  systems. 

It's  a  seductive  scenario,  and  with  more  than  a  little  luck, 
it  might  just  come  to  pass.  But  it  would  be  foolhardy  to 
rely  wholly  on  the  invisible  hand  of  the  market  to  ensure 
America's  economic  and  social  progress.  The  growing  social 
problems  brewing  beneath  the  surface  of  the  nation's  cur- 
rent prosperity  underscore  the  need  to  start  deploying  re- 
sources into  areas  that  have  been  woefully  neglected  during 
the  economic  turmoil  of  the  1970s  and  1980s. 

That's  all  the  more  crucial  because  the  baby  boomers  on 
whom  such  hopes  are  being  pinned  will  start  retiring  within 
two  short  decades.  At  that  time,  the  ratio  of  workers  to 
retirees  will  begin  to  fall  sharply,  and  the  needs  of  a  grow- 
ing dependent  elderly  population  will  put  unparalleled  pres- 
sure on  the  economy.  Thus,  the  next  two  decades  represent 
a  window  of  opportunity  to  make  productive  investments 
that  will  provide  a  high  standard  of  living  for  all  Americans 
in  a  dramatically  altered  demographic  environment. 

Will  we  seize  the  opportunity?  Reducing  the  federal  defi- 
cit is  the  surest  way  of  raising  national  savings  and  foster- 


ing private  investment,  but  it  shouldn't  be  done  in  ways 
shortchange  our  future.  The  need  to  achieve  overall  sp 
ing  cuts  mustn't  be  allowed  to  overshadow  the  need  to  b 
spending  in  critical  areas  that  enhance  productivity, 
should  tax  hikes  be  rejected  out  of  hand,  but  rather  juc 
by  the  uses  to  which  revenues  are  put. 

The  most  pressing  need  is  to  increase  our  investmer 
human  capital.  During  the  1970s,  the  U.  S.  labor  force  g 
at  an  annual  rate  of  2.7%.  From  now  to  the  end  of 
century,  the  rate  will  average  only  a  little  over  1%.  V. 
over,  the  composition  of  the  labor  force  will  be  chang 
White,  non-Hispanic  men,  once  regarded  as  the  prime  w 
ing  group,  will  make  up  less  than  10%  of  those  entering 
labor  force.  At  least  half  will  be  Hispanics,  blacks,  and  o 
minorities,  plus  whites  from  poverty  backgrounds.  Thus, 
time  of  labor  shortages,  when  U.  S.  companies  will  req 
increasingly  educated  workers  to  compete  in  world  marl 
more  and  more  new  workers  are  likely  to  lack  basic  si 

A number  of  employers  are  already  responding  to 
challenge  by  expanding  training  programs  and  s 
soring  remedial  education.  But  only  large  or  hi 
profitable  companies  are  able  to  risk  such  investments 
period  of  cost  constraints  and  high  worker  mobility.  IVI 
over,  the  most  cost-efficient  efforts  involve  earlier  inter 
tion,  and  such  strategies  as  strengthening  preschool 
grams  and  primary  and  secondary  education  are  largelj 
responsibility  of  government.  That's  why  a  recent  re 
from  the  Commission  on  Workforce  Quality  &  Labor 
ciency  appointed  by  Labor  Secretary  Elizabeth  H. 
called  for  "a  sustained  increase  in  federal  expenditure 
human-resource  programs,"  ranging  from  child  care  an 
Job  Corps  to  such  initiatives  as  merit  pay  for  teachers  a 
job-training  tax  credit  for  employers. 

Reversing  the  long-term  decline  in  public-works  in' 
ment  is  another  high  priority,  as  is  abundantly  apparel 
reports  of  deteriorating  roads  and  bridges,  airport  cor 
tion,  decaying  mass  transit  systems  in  older  cities,  and  f 
equate  water-supply  and  waste  systems.  Raising  the  levji 
infrastructure  investment  can  have  a  potent  effect  on 
nation's  productivity,  but  it  could  also  serve  another 
pose.  Construction  remains  a  labor-intensive  industry, 
needs  for  semiskilled  workers.  Expanded  public-works 
grams  could  thus  offer  entry-level  jobs  with  relativelj 
cent  wages  to  the  young  disadvantaged  men  of  our  u 
underclass  who  spurn  menial,  low-paying  jobs  in  favor  o 
rewards  offered  by  drug  trafficking  and  other  crime. 

In  recent  years,  it  has  become  fashionable  to  bemoar 
loss  of  American  economic  hegemony  in  the  world  as  c 
countries  have  caught  up  with  us.  On  the  contrary, 
regard  this  as  an  inevitable  and  even  a  salutary  dev 
ment.  We  think  the  business  of  America  is  not  to  domi 
the  world  but  to  provide  for  the  welfare  and  conti* 
prosperity  of  its  people,  just  as  we  think  the  peopl  c 
America  are  its  greatest  resource.  Realizing  the  full  p 
tial  of  that  resource  is  the  exciting  challenge  that  lies  all 
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AXXUM7000£ 


Maxxum  7000/'s  Predictive  Autofocus  knows  where 
your  subject  will  be  before  it  gets  there. 

It's  a  sure  thing.  The  best  way 
to  capture  a  race,  or  any  other  fast- 
moving  action,  is  with  the  new 
Maxxum"  7000/.  With  three  major 
advances  m  autofocusing  technology 
It's  way  ahead  of  the  field. 

First,  Predictive  Autofocus  calcu- 
lates the  speed  and  direction  of  your 
subject  until  the  instant  you  release 
the  shutter.  Second,  the  widest  focus- 
ing area — as  much  as  12  times 
wider  than  other  SLR's — means  your 


mam  sub|ect  can  be  off-center  and 
still  be  in  perfect  focus.  And  third, 
Maxxum  7000/  is  the  fastest  auto- 
focus camera  in  the  world. 

This  Maxxum 's  your  best  bet  for 
other  reasons,  too.  "Intelligent" 
auto-exposure,  optional  Creative 
Expansion  Cards  and  five  new  ultra- 
compact  zoom  lenses,  to  name  a  few. 

Which  is  why  it's  also  safe  to 
predict  that  there's  a  Maxxum  7000/ 
in  your  future. 


be  certain  tho'  ihe  valuable  Mmoila  USA  2  -yeQr  comero/5-yeor  lens  limiled  woironly  cards  ore  poLkaqed  wilh  yout  p'oducis  For 
more  intormotion.  see  your  ftAjnolto  deoler  Of  wnle  Minoiro  Corporolion,  101  Willioms  Dfive,  Romsey,  NJ  07446  in  Conodo  Mmolto 
Conodo,  Inc  ,  Onfono  c  !P88  Winollo  Corporaiion 


Y  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


Who  wants  yesterdays  newspaper 
technology?  Certainly  not  the 
St.  Petersburg  Times.  Which  is  pre- 
cisely why  they  came  to  us. 

The  paper  was  looking  for  a  faster 
and  more  efficient  way  to  send  their 


unprinted  pages  from  their  offices  lliiij 
downtown  to  their  printing  plant  mill  ^ij; 
away. 

With  the  help  of  the  paper's  Chief  , 
Engineer,  we  developed  a  system  the 
enables  the  newspaper  to  send  pages  . 


ster  paper  route. 


ting  over  fiber-optic  telephone 
iving  precious  time  and  money, 
tion,  the  system  also  enhanced 
les'  award-winning  color  repro- 
.  Making  the  paper  not  only 
:he  most  widely  read  in  Florida, 


but  also  one  of  the  most  beautiful. 

You  see  at  GTE,  it's  not  just  com- 
munications we  offer  its  solutions. 
Call  us. 

We  deliver   

can 


1-800-225-5483. 


THE  POWER  IS  ON 


>  RETAILING  AFTER  CAMPEAU  ►  THE  SOFTWARE  SLOWDOWN 


BusinessWeek 
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lervous  about  debt?  Not  Lou  Gerstner, 
who  runs  the  biggest  LBO  of  all.. 3.. 


l-IH  .1111     III  III  mil    .1.11    IIUI  I        1       IIIM    M     I  I.  I.MM  1    I  I    ...  i  ■ 

Hmfrvd     m i .mt!  < i/jvi  mitSSM  l*«tn!btf  II.  I*W>?.  a!  fhi        OfTii't'  «l  Ni-«  \mk,  umlri  (tit  wtl  iit  Vlai 

(  <»I'M<H.HI.  H\  \\mrn.(S<    Al  l  HK.HlN  KKSKRVf  l) 


Vol.  I  i \<K  5 


Worlds  Worst 


,  Ik-i! 

Arts  with  ihc 

.  ;  ..'cur.K  in  \\ 

ken-down  Sir  Josd 
McC  ormack,  Irs  , 
■  ssies  arc  hcsrifr 


Runner 
Runner- Up 


Cry  for  'Author'  of  Five  Plays 
On  B'way  Will  Get  No  Response 


Pop  playwright  on  Broadway  next 
scasdn  won  !  btr  there  to  sec  his  own  bram- 
children,  ihe  William  Shakespeare  cycle 
beini.'  due  No  less  than  five  o!  the  Bard's 
(.lassiis  will  brave  the  Mam  Stem 
showsliops  lor  editicatioR  of  earthy  New 
\'v>rkcrN  and  \\aitin};  firemeri. 

With  the  etcepimn  ot  the  Gilbert  and 
Sullivan  revi\aK.  it  is  one  o(  the  rare  limes 
that  live  plavs  bv  one  author  or  learn  will 


Runner-Up 


Chtca^'- 

Appears  to  radio  execs  here  that 
Sears-Roebuck  is  after  a  n-.  for 
Ihe  number  of  audition*.  '  u 
air  prof;ram.  a  record  wtiKu  i>  now 
held  bv  Schlils 
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lothschild.'  Pim- 
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w 


We  speak 
your  language. 


Every  industry  has  a  language  all  its  own.  And  every  CEO  knows 
the  value  of  a  banker  who  doesn't  have  to  be  educated  from  ground  zero. 

At  Chemical,  our  knowledge  helped  us  spot  opportunities  and 
made  us  a  leading  player  in  one  of  America's  fastest  moving 
industries. 

When  a  major  motion  picture  company  wanted  to  explore  new 
sources  of  financing,  Chemical  helped  create  an  innovative  private 
placement  backed  by  a  database  which  gave  institutional  investors 
new  insight  into  industry  performance. 

Our  experience  also  enabled  us  to  move  quickly  when  TVS 
Entertainment  pic  acquired  Mary  Tyler  Moore's  MTM  Entertain- 
ment hic.  In  this  instance,  we  syndicated  and  closed  the  $210  million 
transaction  within  four  weeks. 

And  in  an  industry  where  you're  only  as  good  as  your  last 
performance,  we  played  a  leading  role  in  financing  three  of  this  year's 
Oscar-nominated  films. 

Of  course,  they  don't  award  Oscars  for  best  supporting 
performance  by  a  bank.  But  that's  how  we  try  to  treat  all  our  clients, 
whether  it's  in  related  industries  like  publishing,  broadcasting  and 
cable,  or  industries  like  retailing  and  natural  resources. 

For  Chemical,  the  bottom  line  is  knowing  your  business  well 
enough  to  make  a  difference. 

CkmicalBaink 

The  bottom  line  is  excellence* 


im.K  .Met  ALL 


.Chemical  Banking  Corporation  is  the  holding  company  for  Chemical  Bank,  Chemical  Bank  New  Jersey, 
and  Texas  Commerce  Bancshares.  Member  FUIC  'Sj  1989  Chemical  Banking  Corporation. 


Sweat.  It's  the  only  way  to  run 

an  American  business.  It's  the  only  way 

we  know  to  run  an  airline. 


Northwest  is  doing 
more  than  ever  to 
help  you  run  your 
business.  If  you've 
flown  with  us  lately, 
you've  noticed.  We're  getting 
you  where  you  need  to  go,  on 
time.  'We're  setting  standards 
of  comfort  and  efficiency 
From  ticketing  to  baggage  han- 
dling, we're  racing  ahead  of 
the  competition.  It  takes  a  lot 
of  effort  to  stay  on  the  fast 
track,  but  finishing  first  is 
the  only  place  we  want  to  be. 
For  reservations,  call  your 
travel  agent  or  Northwest  at 
1-800-225-2525. 


ORTHWEST  AIRLINEJ 


At  ComputerLand',  the  demand  for  Epson" 
computers  keeps  growing,  and  no  wonder. 
Epson,  with  its  array  of  sohdly-built,  well- 
priced  systems,  admirably  meets  two 
critical  needs  of  many  business  customers; 
compatibility  and  affordability. 

As  one  of  Epson's  largest  and  most 
established  dealers.  ComputerLand  boasts 
a  vast  worldwide  network  of  trained  Epson 
technicians  and  a  close  working  relationship 
with  the  Epson  organization. 

And  now  that  Epson  has  joined  the  ranks 
of  ComputerLand's  top  names,  business 
people  who  like  to  keep  their  options  open 
are  finding  ComputerLand  (more  than  ever) 
the  place  of  choice. 


'Epson  has  catapulted  into  4th 
place  among  ComputerLand's 
pc  suppliers,  right  behind  IBI\/I" 

Compaq 
andAppie: 

Marian  Murphy. 
Vice-President 
of  Marketing, 
ComputerLand 
Corporation 


One  smart  business  solution  from  Epson. 


EPSON 


ComputerUind 

Business  to  business.  Person  to  person. 


WW  ComputerLand  Corporation.  Epson  is  a  ret;islered  trademark  of  Seiko  Epson  Corporation.  IBM  is  a  registered  trademark  of  Inlernalional  liusincss  Mat  fiines  (  or|)oration 
DMPAO  is  a  registered  trademark  of  Compaq  Computer  Corporation,  ®Rei;islered  U.S.  Patent  and  Trademark  Office  Apple  is  a  rei;istered  ir.Kleniark  of  Apple  (  Vimpuier  Iru 
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the  bif/frest  leveraged  buyout  of  all, 
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PRODUCTION 

Change  from  last  week:  0.2% 
Change  from  lost  year:  1.3% 
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The  production  index  edged  up  for  the  week  ended  Sept.  9.  On  o  seosonolly 
adjusted  basis,  output  of  trucks,  autos,  and  coal  was  up  sharply.  Rail-freight  traffic, 
lumber,  poperboord,  electric  power,  and  steel  production  declined.  Crude-oil  refining 
and  paper  output  were  unchanged  from  the  previous  week.  Prior  to  calculation  of 
the  four-week  moving  overoge,  the  index  plunged  to  175,  from  178.2.  But  that 
decline  reflected  plont  closings  during  the  Labor  Day  holiday  weekend. 

BW  production  index  copytigtil  1989  by  McGraw-Hill  Inc. 


LEADING 

Change  from  lost  week;  0.4% 
Chonge  from  last  year;  9.5% 
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The  leadinci  index  increased  for  the  week  ended  Sepi.  9.  That  was  the  fifteenth 
consecutive  weekly  advance,  suggesting  that  the  economy  will  continue  to  expand 
into  1990.  In  the  latest  week,  lower  bond  yields  and  faster  growth  rates  for  materials 
prices  and  real  estate  loans  offset  lower  stock  prices,  on  increase  in  business  failures, 
and  slower  M2  growth.  Before  calculation  of  the  four-week  moving  average,  the 
index  rose  to  221.7  from  221  in  the  previous  week. 

Leading  index  copyright  1989  by  Center  for  Internationol  Business  Cycle  Research 


PRODUCTION  INDICATORS 


tEADING  INDICATORS 


Latest 
week 

Week  ' 
ago 

%  Change 
year  ago 

STEEL  (9/16)  thous.  of  net  tons 

1,743 

1,695# 

-10.4 

AUTOS  (9/16)  units 

140,528 

108,175r# 

-3.3 

TRUCKS  (9/ 16)  units 

71,235 

64,845r# 

-19.4 

ELEQRIC  POWER  (9/16)  millions  of  kilowatt-hours 

56,630 

56,357  # 

5.8 

CRUDE-OIL  REFINING  (9/16)  thous.  of  bbl./doy 

13,800 

1 4,099  # 

3.5 

COAL  (9/9)  thous.  of  net  tons 

1 7,986  # 

20,085 

-2.1 

PAPERBOARD  (9/9)  thous.  of  tons 

740.0  # 

764.4r 

-0.2 

PAPER  (9/9)  thous.  of  tons 

707.0  # 

720.0r 

-3.8 

LUMBER  (9/9)  millions  of  ft. 

410.8# 

518.7 

5.4 

RAIL  FREIGHT  (9/9)  billions  of  ton-miles 

17. 4# 

20.0 

1.2 

Sources:  American  Iron  &  Steel  Inst.,  Word's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  Americon  Paper  Inst.,  WWPA',  SFPA^,  Associotion  of 
American  Rottroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/20) 

145 

147 

135 

GERMAN  MARK  (9/20) 

1.94 

1.98 

1.88 

BRITISH  POUND  (9/20) 

1.58 

1.55 

1.67 

FRENCH  FRANC  (9/20) 

6.56 

6.68 

6.40 

CANADIAN  DOLLAR  (9/20) 

1.18 

1.19 

1.22 

SWISS  FRANC  (9/20) 

1.68 

1.71 

1.59 

MEXICAN  PESO  (9/20)= 

2,585 

2,578 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES  am 

Latest 
week 

Week    %  Change 
ago     year  ago 

GOLD  (9/20)  $/troy  oz. 

362.750 

358.500 

-9.5 

STEEL  SCRAP  (9/19)  #  l  heavy,  $/lon 

107.50 

107.50 

-10.4 

FOODSTUFFS  (9/18)  index,  1967=100 

21 1.4 

216.0 

-9.0 

COPPER  (9/16)^/lb. 

138.5 

134.2 

21.8 

ALUMINUM  (9/16)  #/lb. 

78.3 

79.3 

-33.1 

WHEAT  (9/ 16)  #2  hard,  $/bu. 

4.18 

4.27 

3.0 

COTTON  (9/16)  strict  low  middling  1-1/16  in.,  «/lb. 

68.57 

68.35 

32.2 

Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


latest 
week 

Week 
ago 

%  Chang 
yearog 

STOCK  PRICES  (9/1 5)  S&P500 

346.01 

349.73 

28. 

CORPORATE  BOND  YIELD,  Aaa  (9/15) 

8.98% 

9.02% 

-8. 

INDUSTRIAL  MATERIALS  PRICES  (9/15) 

105.8 

105.6 

4. 

BUSINESS  FAILURES  (9/8) 

211 

195 

-32. 

REAL  ESTATE  LOANS  (9/6)  billions 

$342.6 

$340.9 

15. 

MONEY  SUPPLY,  M2  (9/4)  billions 

$3,134.3 

$3,139.1r 

3. 

INITIAL  CUIMS,  UNEMPLOYMENT  (9/2)  thous 

319 

318 

6. 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasor 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


latest 
month 

Month 
ago 

%  Chang 
yearog 

HOUSING  STARTS  (Aug.)  annual  rate,  thous. 

1,353 

l,424r 

-7.: 

CONSUMER  PRICE  INDEX  (Aug.) 

124.6 

124.4 

4.: 

PRODUCER  PRICE  INDEX  (Aug.)  finished  goods 

1 13.1 

113.5 

4.; 

INDUSTRIAL  PRODUQION  (Aug.)  total  index 

142.4 

142.0r 

2.1 

Sources:  Commerce  Dept.,  BLS,  Federal  Reserve 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

'itChanf 
yearot 

MONEY  SUPPLY,  Ml  (9/4) 

$774.7 

$777.4r 

-1. 

BANKS'  BUSINESS  LOANS  (9/6) 

318.5 

317.1r 

6.: 

FREE  RESERVES  (9/6) 

483  r 

241  r 

-5.; 

NONFINANCIAL  COMMERCIAL  PAPER  (9/4) 

126.2 

124.4 

39.1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  f 
o  two  week  period  in  millions). 

ree  reserves,  which  are 

expressed  fc 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ogo 

FEDERAL  FUNDS  (9/19) 

8.94% 

8.93%  8.17°/ 

PRIME  (9/20) 

10.50 

10.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (9/19) 

8.62 

8.67 

8.10 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/20) 

8.75 

8.82 

8.17 

EURODOLLAR  3-MONTH  (9/13) 

8.84 

8.86 

8.27 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmeni 
1  =  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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HOW  LONG  IS  LONG  TERM? 


The  answer  is  another  question:  how 
)ng  do  you  need  us  for?  Because,  unlike 
ther  banks,  The  Long-Term  Credit  Bank  of 
apan  will  follow  your  business  through 
omstartto finish,  until  all  yourplansare 
jccessfully  realized. 

That's  a  policy  that  has  helped  us 


become  one  of  the  world'stop  20  wholesale 
banks  with  over  60  offices  around  the  globe. 

Wewereoriginallyestablished  in  1952 
to  ensure  a  steady  flow  of  long-term  funds 
for  industrial  growth. 

Now  we've  expanded  to  operate  in 
Long-Term  Corporate  Financing,  Merchant 


Banking  Services  such  as  Project  Finance, 
Mergers  and  Acquisitions,  Leasing,  and 
Investment  Advisory  Services,  as  well 
as  a  full  range  of  additional  Banking 
Services. 

Why  not  get  in  touch  with  LTCB  and  find 
out  what  lengths  we'l  I  go  to  for  you? 


©LTCB 

The  Long-Term  Credit  Bank  of  Japan,  Limited 

New  York  Branch  212-335-4400    Chicago  Branch  312-704-1700    Los  Angeles  Agency  213-629-5777 
LTCB  Trust  Company  212-335-4900   Greenwich  Capital  Markets.  Inc  203-625-2700 

6A-CA 


It  may  not  be  pulling 
a  rabbit  out  of  a  hat, 


but  it  's  magic 


When  ,i  city  child  first  gets  a  taste  of  life 
in  the  country,  something  magical  happens. 
Concrete  and  steel  are  suddenly  transformed 
into  green  grass  and  trees.  That's  what  The 
Fresh  Air  Fund  is  all  about.  But  it's  a  kind  of 


magic  that  can  only  happen  with  your  help. 

It  costs  only  $249  for  each  city  child  to 
experience  a  magical  two  weeks.  So  give  to 
The  Fresh  Air  Fund  at  1040  Avenue  of  the 
Americas,  New  York,  NY  10018. 


The  Fresh  Pir  Fund 

You're  making  more  than  a  donation. 
You're  making  a  memoiy. 


6B-CA 


Get  unime 
For  Some 


K&R...  AndR! 


[BTRIEVE  BUSINESS  WEEK  ELECTRONICALLY 

■  ONLINE 

■  IMMEDIATE  ACCESS 

■  EASY  SEARCH 


EVIEW  BUSINESS  WEEK  at  the  touch  of 
your  fingertips 

■  FIND  EXACTLY  WHAT  YOU'RE  LOOKING  FOR  IN  SECONDS 

■  CAPTURE  ALL  RELEVANT  INFORMATION 

■  PRINT  ONLY  WHAT  YOU  NEED 


ELAX  —  BUSINESS  WEEK  puts  you  ahead 
of  the  competition 

CALL  NOW  for  subs€riber  information 
fo  ihe  following  services: 

Dialog  Information  Services,  Inc.  (800-334-2564) 
Dow  Jones  News/ Retrieval  (609-452-151 1) 
Nexis-  (800-227-4908) 


Also  Available 


McGraw-Hill  Publications  Online 

In  addition  to  Business  Week, 
these  McGraw-Hill  publications 
are  available  online: 
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AIRPORTS' 
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(formerly  Cogeneration  Report) 
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Businessweek 

ONLINE 


This  is  \diat 
it  feels  like 
to  have 
asthma. 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association*  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives. 

It's  a  matter  of  life  and  breattf 


AMERICAN 


LUNG  ASSOCIATION* 

The  Christmas  Seal  People® 


Space  contributed  by  ttie  publislier  as  a  public  service 

6Im:a 


Match  the  market  to  your  ad  We  offer  an 
extraordinary  range  of  targeted  circula- 
tion to  give  you  flexibility  and  economy. 
You  can  direct  your  message  to  your  geo- 
graphic or  demographic  market-and  do 
it  within  your  budget  requirements. 
When  you  buy  one  or  any  combination  of 
metro,  state,  regional  or  international 
areas,  you  get  precisely  the  top  manage- 
ment readers  you  want,  and  you  get 
them  more  efficiently  than  with  any 
other  business  magazine.  Put  your  ad  in 
its  proper  place;  place  it  in  BusinessWeek 

^  Worldwide 

North  America 
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Japanese  Feriection 


In  Japan,  there  is  an  appreciation 
for  subdued  elegance.  It  is  a  taste  for  the 
understated.  An  inner  calmness.  A  quiet 
perfection  that  never  calls  attention  to 
itself— Wabi. 

And  it's  apparent  on  ever>'  ANA  flight. 

In  the  way  we  maintain  our  fleet.  One 
of  the  newest,  most  modem  in  the  world. 

In  the  imaginative  w  ay  we  plan  our 
meals.  The  finest  of  both  Eastern  and 
Western  cuisines. 

And  in  the  way  we  train  our  flight 
attendants  to  be  unobtrusive,  attentive, 
so  perfectly  Japanese. 


Such  impeccable  service  can  be  experi- 
enced daily  on  our  nonstop  flights  to  Tokyo 
from  Los  Angeles.  We  also  offer  Wash- 
ington, D.C.'s  only  nonstops  to  Tokyo  five 
times  a  week. 

From  there  we  can  fly  you  to  Seoul, 
Hong  Kong,  Bangkok,  Beijing,  Dalian  or 
Sydney.  W  ith  new  routes  from  Tokyo  to 
London,  Stockholm,  Moscow  and  Vienna. 
Contact  your  travel  agent  or  ANA  at 
1-800-235-9262.  For  Japanese  language  call 
1-800-262-2230. 

Fly  ANA,  and  you'll  discover  service 
raised  to  an  art. 
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All  Nippon  Airways  ' 
Japan's  best  to  the  world 
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THE  HIDDEN  COSTS 
OF  STOCK  SPLITS 


We  enjoyed  your  piece  on  Berkshire 
Hathaway's  high  stock  price 
("Would  you  believe  a  $10,000  stock?," 
Finance,  Sept.  4)  especially  because,  af- 
ter the  long  rise  in  stock  prices,  many 
client  companies  are  considering  splits. 
You  correctly  observe  that  post-split 
trading  volume  increases,  but  the  reader 
might  infer  that  is  beneficial  to  stock- 
holders. The  investor's  transaction  costs 
inevitably  rise  after  a  split.  More  impor- 
tant, liquidity  declines — a  hidden  trading 
cost,  but  real  nonetheless.  Hence,  there 
is  logic  to  Warren  Buffett's  policy  and, 
like  so  many  aspects  of  his  value-cre- 
ation approach,  there's  more  to  it  than 
meets  the  eye. 

Michael  Seely 
President 
Investor  Access  Corp. 

New  York 


CANADIAN  HEAITH  CARE 
ISN'T  EXACTLY  IN  THE  PINK 

In  reference  to  your  comparison  with 
Canada's  National  Healthcare  System 
in  your  Cover  Story  "Insurers  under 
siege"  (Aug.  21):  Canada  has  serious 
drawbacks  in  its  system  due  to  rising 
health  care  costs.  Tight  budgets  have 
forced  hospital  administrators  to  cut 
back  substantially  on  the  number  of 
beds  available.  Emergency  rooms  are 
understaffed  and  have  many  of  the 
problems  that  our  American  hos()iUil 
emergency  rooms  have.  Waiting  lists 
abound  for  elective  surgeries,  and,  most 
important,  Canada's  system  does  not 
provide  nor  has  any  answer  for  the  long- 
term  nursing  home  care  anymore  so 
than  the  American  system. 

Randall  R.  Martell 
Regional  Group  Manager 
Protective  Life  Insurance  Co. 

Dallas 

'MISSION  IMPOSSIBLE'— 

OR  JUST  A  MISSION  MISHANDLED? 

Regarding  the  article  on  reform  of 
California's  insurance  regulation 
("A  California  mission  that  may  be  im- 


possible," Top  of  the  News,  Aug.  14), 
the  California  Supreme  Court  has  not 
ruled  that  "companies  must  be  guaran- 
teed a  fair  profit."  Such  a  rule  would 
disregard  the  question  of  company  effi- 
ciency and  inflated  expenses.  The  only 
constitutional  requirement  is  that  the 
state  cannot  set  a  maximum  premium 
rate  so  low  as  to  preclude  an  efficiently 
run  company  from  the  possibility  of 
earning  a  fair  return. 

But  Insurance  Commissioner  Roxani 
Gillespie  may  well  be  rendering  her 
"mission  impossible"  by  maladministra- 
tion. Instead  of  issuing  general  regula- 
tions setting  maximum  fair  return  rates 
for  various  classes  of  insurance,  she  has 
instituted  an  endless  series  of  quasi-judi- 
cial hearings  litigating  the  profits  of  in- 
dividual companies.  A  legal  nightmare 
and  an  industry  bonanza. 

Louis  B.  Schwartz 
Professor  of  Regulatory  Law 
U.  C.  Hastings  College  of  the  Law 
San  Francisco 

THIS  SEARLE  DRUG  ISN'T 
MADE  IN  JAPAN 

*^M#hy  Monsanto  is  plunking  down 

WW  its  chips  on  R&I)"  (The  Corpora- 
tion, Aug.  21)  handled  a  complex  subject 
very  well.  However,  regarding  Monsan- 
to's  pharmaceutical  subsidiary,  Searle, 
the  Searle  product  Calan  isn't  licensed 
from  a  Japanese  developer,  but  rather 
from  Knoll  Pharmaceuticals,  a  subsid- 
iary of  BASF  located  in  New  Jersey. 
Searle  introduced  Calan  for  the  treat- 
ment of  angina  in  1982  in  the  U.  S.  and 
added  Calan  SR  for  once-daily  treatment 
of  hypertension  in  1986. 

William  I.  Greener  Jr. 
Senior  Vice-President, 
Public  Affairs 
G.  D.  Searle  &  Co. 

Chicago 


WHO'S  HELPING  WOMEH 

UP  THE  HIGH-TECH  LADDER  

*^Phe  women  who  are  scaling  high 
I  tech's  heights"  (Science  &  Technol- 
ogy, Aug.  28)  was  an  excellent  survey  of 
the  gains  women  are  making  in  the 
world  of  high-tech  business.  The  accom- 
panying story  on  women  in  engineering 
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schools  was  also  thought-provoking  and 
informative  ("Making  science  more  se- 
ductive to  women  on  campus").  One 
point  in  the  second  story  should  be  clari- 
fied, however. 

The  American  Society  for  Engineering 
Education  compiles  figures  each  year  on 
the  number  of  women  and  minorities 
graduating  from  the  nation's  engineer- 
ing schools.  According  to  the  associa- 
tion's latest  figures,  for  the  graduating 
class  of  1988,  the  schools  doing  the  best 
job  in  recruiting  and  retaining  women 
were  Loyola  Marymount  and  the  State 
University  of  New  York  College  of  Ce- 
ramics, with  31%  of  their  graduating 
class  made  up  of  women.  Major  universi- 
ties with  better  than  25%  women  gradu- 
ates included  Tulane,  Northwestern,  and 
Cornell. 

Jerome  B.  Cohen,  Dean 
McCormick  School  of  Engineering 
&  Applied  Science 
Northwestern  University 
Evanston,  111. 

AUCTIONING  SHELF  SPACE 

HURTS  RETAILERS,  TOO  

In  reference  to  your  story  on  slotting 
allowances,  the  retailer  practice  of 
charging  manufacturers  for  warehouse 
and  shelf  space  can  be  every  bit  as  detri- 
mental to  retailers  as  it  is  to  manufac- 
turers ("Want  shelf  space  at  the  super- 
market? Ante  up,"  Marketing,  Aug.  7). 
That  occurs  because  the  more  manufac- 
turers spend  on  slotting  allowances,  the 
less  they  have  for  promotions  that  can 
make  a  lasting  contribution  to  the  retail- 
er's profit-building  objectives. 

As  a  result,  some  retailers  are  start- 
ing to  work  with  manufacturers,  invest- 
ing available  trade-marketing  funds  in 
strategic  programs  that  are  designed  to 
build  store  and  brand  equity  with  the 
consumer.  Slotting  allowances  aren't 
likely  to  disappear  anytime  soon.  But  a 
number  of  retailers  are  showing  interest 
in  building  mutually  beneficial  partner- 
ships with  manufacturers,  as  opposed  to 
the  prevailing  take-the-money-and-run 
slotting  allowance  policies. 

James  H.  Huguet  Jr. 

President 
Neo  Inc. 
Trumbull,  Conn. 

THE  LASIING  ALLURE 
OF  CAPTIVE  IMPORTS 


Regarding  "Will  Detroit  cut  itself 
loose  from  'captive'  imports?"  (Top 
of  the  News,  Sept.  4),  Chrysler  discontin- 
ued the  four-door  Colt  in  1989  and  re- 
placed it  with  the  Eagle  Summit.  Total 
Colt  and  Summit  sales  are  down  only  1%- 
this  model  year,  much  less  than  the  total 


CORRECTIONS  &  CLARIFICATIONS 

In  "How  mutual  funds  have  battled 
back"  (Finance,  Sept.  18),  the  Baron 
Asset  Fund  should  have  been  included 
in  the  list  of  best  performers.  The  fund 
had  a  total  return  of  56%,  and  $1,000 
invested  in  the  fund  on  Aug.  25,  1987, 
would  have  been  worth  $1,560  on  Sept. 
1,  1989. 

"Belt-tightening  at  Oxy  Pete"  (In  Busi- 
ness This  Week,  Sept.  18)  stated  that 
the  company  will  cut  9,000  jobs.  The 
correct  figure  is  900. 

In  "McKesson  Dumps  Another  Asset: 
The  Boss"  (Top  of  the  News,  Sept.  25), 
McKesson  Corp.'s  interim  chief  execu- 
tive, Neil  E.  Harlan,  was  incorrectly 
identified  as  a  "31-year  veteran  of 
American  Stores  Co.  [who]  failed  to  do 
the  one  thing  McKesson  paid  him  $1.2 
million  a  year  to  do. . . .  "  The  reference 
should  have  been  to  Thomas  W.  Field 
Jr.,  the  company's  former  CEO. 


market,  and  not  comparable  to  the  30% 
drop  you  reported  for  just  the  Colt. 

Captive  imports  will  continue  to  be  im- 
portant to  U.  S.  producers,  but  their  role 
will  expand  to  fill  gaps  in  the  product 
lineup  above  entry-level  cars.  One  exam- 
ple is  the  sophisticated  sports  car  that 
Chrysler  will  be  importing  next  year. 

Mike  Clement 
Import  Operations  Manager 
Chrysler  Motors  Corp. 
Sterling  Heights,  Mich. 

AS  AN  INVESTMENT, 

WINE  IS  NO  CORKER  

Regarding  "Wine  futures:  Liquid  as- 
sets that  can  improve  with  age" 
(Personal  Business,  Sept.  4),  your  chart 
compares  futures  prices  with  current 
prices,  without  alerting  the  reader  that 
the  owner  of  the  wine  purchased  with 
futures  can't  resell  at  the  "current 
price"  shown;  the  current  price  is  the 
retail  cost. 

If  you  try  to  sell  the  wine  today,  you'll 
get  an  amount  sufficiently  less,  so  the 
retailer  can  earn  a  normal  markup. 
You'll  earn  the  rate  of  return  implied  in 
your  chart  only  if  you  consume  the  wine 
yourself.  Then,  fortunately,  the  gain 
goes  untaxed. 

The  article  understates  Christie's  com- 
missions on  wine  sales.  If  wine  sells  at 
auction  (hammer  price)  for  $100,  the  sell- 
er receives  only  $85  (which  might  appear 
to  be  your  quoted  15%),  but  the  buyer  is 
invoiced  $110  (after  the  addition  of  a  10% 
buyer's  premium — the  economic  equiva- 
lent of  extra  commission)  and  actually 
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pays  $117.70,  with  sales  tax.  The  diffel 
ence  between  $117.70  and  $85  represen 
28'/f  of  the  buyer's  cost  and  38%  of  tl 
seller's  net  proceeds. 

My  advice:  Don't  buy  wine  futures  1 ' 
resell.  Buy  them  because  you  want  1, 
own  fine  wines  to  drink. 

Roman  L.  Weil,  Co-chairma 
Oenonomy  Societ 
Chica 

A  CONTRACT  EDS  WON 
ON  ITS  MERITS  

In  "EDS:  How  sweet  it  is  to  have 
sugar  daddy"  (Information  Proces 
ing,  Sept.  18),  the  implication  that  Fir 
City  Bancorporation  of  Texas  select 
EDS  to  perform  data  processing  work  b 
cause  of  an  investment  EDS  had  made 
First  City  securities  and  its  purchase 
equipment  from  First  City  is  false.  0 
selection  of  EDS,  from  among  sever 
firms  considered  in  a  highly  competiti 
bidding  process,  was  based  on  no  consi 
eration  other  than  its  ability  to  perfor; 
In  fact,  it  should  be  noted  that  one  c 
the  other  bidders  in  the  competition  o: 
fered  the  possibility  of  a  greater  inves 
ment.  Neither  offer,  however,  was  solii 
ited  or  considered  in  the  process. 

As  for  the  equipment  EDS  purchase 
it  was  needed  to  perform  the  work  fi 
which  we  hired  EDS.  First  City,  cons( 
quently,  had  no  further  need  for  it. 

James  E.  Da 
Vice-Presider 
Public  Relation 
First  City  Bancorporation  of  Texa 
Housto: 


HOW  UNION  CARBIDE 

BREAKS  DOWN  CHEMICAL  ASSETS 


The  article  "Has  Dow  Chemical  foun^ 
the  right  formula?"  (The  CorpoK 
tion,  Aug.  7)  compared  Dow's  return  o: 
chemical  assets  with  Union  Carbide's 
Carbide's  return  on  chemical  assets  fo 
1988  averaged  30%,  not  22.4%  as  the  sU 
ry  cited. 

The  number  in  the  article  is  based  oi 
assets  that  include  our  industrial  gase 
business.  We  believe  that  these  shoul 
be  excluded  for  direct  comparison,  a 
Dow's  returns  apparently  were  adjustei 
to  exclude  the  results  of  nonchemical 
and  plastics  operations. 

John  K.  Wulf 
Vice-President  and  Controlle 
Union  Carbide  Corp 
Danbury,  Conn 


Letters  to  the  Editor  should  be  sent  to  Reader 
Report,  Business  Week,  1221  Avenue  of  the  Amer 
cas.  New  York,  N.  Y.  10020.  Fax:  (212)  512-687J 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  ir 
elude  an  address  and  daytime  and  evening  tele 
phone  numbers.  We  reserve  the  nght  to  edit  letter 
for  clarity  and  space. 
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)n  a  stressful  business  trip  little  amenities  can  make  a  big  difference.  That's 


hy  we  provide  you  with  everything  from  an  in-room  video  message  and 


V 


YTT 


I 


lling  center... to  pre-threaded  needles.  It's  our  way  of  working  to  give  you 


Simply  everything.  Simply 


nikko  hotels  international 

SAN  FRANCISCO  •  CHICAGO  •  NEW  YORK 
1  ■  800  ■  NIKKO-US 


tel  Nikko  San  Francisco  Union  Square  West  •  Hotel  Nikko  Chicago  Riverfront  Park  •  New  York  Essex  House  Central  Park  South 
ler  Nikko  Cities:  Mexico  City  •  Dusseldorf  •  London  'Paris  •  Hong  Kong  •  Taipei  •  Manila  •  Beijing  •  Shanghai  •  jakarta  ♦  Osaka  •  Narita 


I 


One  bankknows  how  to  find, 
solutions  to  cross-border  deals  m 
unfamiliar  environments. 


As  Europe  becomes  a  single  marketplace  in 
1992,  competition  between  companies  to  gain  a 
stronger  foothold  in  each  nation  will  be  fierce. 

And  it  won't  be  a  contest  between  European 
companies  only. 

Already  corporations  from  around  the  world 
are  vying  foi  >.  slice  of  this  giant  marketplace  that's 


projected  to  be  worth  nearly  four  and  one 
trillion  dollars  a  year 

Obviously  any  company  that's  doing  bu 
ess  in  Europe  now  and  after  1992  will  need  t 
services  of  a  global  financial  institution  that'5 
skilled  in  cross-border  deals  in  all  of  the  Eui 
pean  nations. 


J989  The  Chase  Manhattan  Corporativn 


'hich  we  undoubtedly  are. 
he  fact  is,  at  Chase  we've  been  handling 
rs,  acquisitions,  divestitures  and  company 
:turings  on  European  soil  for  years, 
nportantly  we  have  people  "on  the  ground" 
ope  who  know  the  markets  inside  and  out. 
/e  been  involved  in  initiating  and  execut- 


ing any  number  of  major  cross-border  deals,  and 
they're  experts  in  all  the  key  sectors  of  European 
industry 

The  Europe  of  1992,  in  our  opinion,  will  be  rich 
in  opportunity  for  all  of  our  clients  around  the  world. 

And  that's  because  we're  already  making  it 
familiar  territory  to  them. 


LJliESiiLii 


THE  NEW  CROWD:  THE  CHANGING  OF  THE  JEWISH  GUARD  ON  WALL  STREET 

By  Judith  Ramsey  Ehrlich  and  Barry  J  Reriteld 
Little,  Brown  .  444  pp  •  $19.95 

HOW  'OUR  CROWD'  GOT 
CROWDED  OUT  OF  WALL  STREET 


On  a  dreary  December  day  in 
1979,  John'Langeloth  Loeb^  the 
77-year-old  founder  of  the  Wall 
Street  firm  Loeb,  Rhoades,  Hornblower 
&  Co.,  stepped  out  of  his  limousine  in 
midtown  Manhattan  and  entered  the 
Harmonie  Club.  The  club  was  once  the 
preserve  of  New  York's  powerful  Ger- 
man-Jewish investment-banking  families 
whose  stories  filled  the  1967  best-seller 
Our  Crowd — the  Seligmans,  Lehmans, 
Goldmans,  and  Sachses.  Although 
Loeb's  family  was  German-Jewish,  he 
wasn't  born  to  Our 
Crowd:  The  circle  ac- 
cepted him  because  he 
married  a  Lehman. 

Most  definitely  not  a 
member  of  Our  Crowd 
was  Sanford  I.  Weill, 
chief  of  Shearson  Hay- 
den  Stone  Inc.,  who  was 
waiting  for  Loeb  in  a 
private  room.  Weill  is 
Jewish,  but  his  family 
came  from  Poland,  not 
Germany.  He  grew  up 
in  a  three-family  house 
in  Brooklyn,  not  a  Man- 
hattan townhouse.  And 
he  was  a  self-made  mil- 
lionaire, not  the  heir  of 
a  family  fortune. 

In  less  than  20  years, 
Weill,  along  with  sever- 
al partners,  had  built  a  formidable  em- 
pire by  buying  a  series  of  troubled  firms 
and  then  cutting  costs  to  the  bone.  He 
had  just  acquired  Loeb's  firm,  which 
was  struggling  with  runaway  expenses 
after  a  period  of  rapid  expansion.  Weill 
rushed  to  greet  Loeb,  who  would  be  hon- 
orary chairman  of  the  new  firm.  Shear- 
son  Loeb  Rhoades  Inc.  They  exchanged 
pleasantries,  but  Loeb  didn't  stay  for  the 
board  meeting  that  was  about  to  con- 
vene. Our  Crowd  had  been  eclipsed. 

That's  the  o[)ening  scene  of  The  New 
Crowd:  The  Changing  of  the  Jewish 
Guard  on  Wnll  Street,  a  fascinating 
and  readable  book  by  New  York  journal- 
ists Judith  Ramsey  Ehrlich  and  Barry  J. 
Rehfeld.  The  birth  of  Shearson  Loeb 
Rhoades  marked  a  pivotal  point  in  the 
history  of  Wall  Street.  Loeb  was  the  last 
Our  Crowd  financier  to  reign  over  a  ma- 
jor firm,  and  a  new  crop  of  Jewish  po- 
tentates was  ascendant.   Ehrlich  and 


Rehfeld  have  no  particular  theory  to  pro- 
pound about  this  changing  of  the  guard. 
Instead,  through  personal  and  profes- 
sional profiles,  they  give  a  succinct  his- 
tory of  Wall  Street  in  the  1980s. 

The  New  Crowd,  as  the  authors  name 
it,  was  not  what  the  Goldmans  and  Leh- 
mans would  call  "our  kind  of  people." 
Many  Our  Crowd  patriarchs,  who  emi- 
grated mainly  from  Germany  in  the  mid- 
19th  century,  started  as  itinerant  ped- 
dlers and  then  became  merchants.  With 
a  gradual  but  steady  rise  in  education 


SANDY  WEILL  BOUGHT  OUT  THE  LAST  OF  THE  BIG  GERMAN-JEWISH  FIRMS  IN  1979 


and  income,  later  generations  turned  to 
Wall  Street.  They  accumulated  great 
wealth  and  power  but  remained  shut  out 
of  blue-blooded  society.  So  they  built 
their  own  world  of  tea  dances,  debutante 
balls,  and  resort  playgrounds. 

By  contrast,  the  New  Crowd  consists 
largely  of  first-  or  second-generation 
American  Jews  with  roots  in  Eastern 
Europe.  Their  fathers  were  independent 
businessmen — garment  manufacturers, 
meat  wholesalers,  and  storekeepers — 
and  the  sons  were  often  the  first  in  their 
families  to  attend  college.  Some  doors 
were  closed  to  these  young  men  at  first, 
and  not  always  by  WASPs.  Lewis  Glucks- 
man,  later  head  of  Lehman  Brothers 
Kuhn  Loeb,  couldn't  even  get  a  job  ap- 
plication from  that  Our  Crowd  firm  in 
the  early  1950s.  He  was  invited  back 
after  proving  his  trading  prowess  else- 
where. Lacking  the  right  connections, 
the  New  Crowd  made  it  on  ability. 


Most  of  the  New  Crowd  are  househo 
names.  There's  Weill,  of  course,  wl; 
,  runs  Primerica  Corp.  Peter  Cohen,  h 
former  protege,  succeeded  him  as  chi 
of  Shearson.  Others  include  CEOs  Joh 
Gutfreund  of  Salomon  Brothers  ar 
Alan  C.  Greenberg  of  Bear  Stearns,  LB 
whiz  Henry  Kravis,  dealmaker  Felix  Ri 
hatyn  of  Lazard  Freres,  and  Bruce  Wa 
serstein,  who  made  First  Boston  No.  1 
mergers  and  acquisitions  before  formin 
his  own  investment  bank. 

Some  New  Crowd  members  are  far 
ous  for  other  reasons.  Deposed  jun. 
bond  king  Michael  Milken  of  Drex- 
Burnham  Lambert  is  awaiting  trial  on 
slew  of  securities-lav/  charges.  Takeov 
artists  such  as  Carl  Icahn,  Saul  Stei 
berg,  Irwin  Jacobs,  and  Ronald  Per 
man  strike  fear  into  hearts  all  over  Co 
porate  America.  The  New  Crowd  has  i 
black  sheep,  too.  There's  Ivan  Boesk 
the  arbitrageur  found  to  be  profit! 

from  inside  informati 
on  takeovers,  and  Ma 
tin  Siegel,  the  star  i 
vestment  banker  w 
provided  some  of  it. 

The    book  focus 
most  closely  on  Wei 
Gutfreund,  and  Roh 
tyn.  Weill  is  treat 
sympathetically:  tou 
but  genuine  and  huma 
Aside   from  Boesk 
Gutfreund  is  cast  in  t 
harshest  light.  In  bu 
ness,  he's  depicted  as 
cold,  ungrateful  cad 
his  personal  life,  he 
made  to  look  a  fool 
the  well-publicized  e: 
travagance  of  his  set 
ond  wife,  Susan — his  ji 
nior  by  more  than  2 


years.  Much  of  this  has  been  reporte 
before,  but  it  makes  interesting  reading 

The  authors  don't  delve  into  the  socij 
questions  raised  by  the  New  Crowd' 
prominence.  They  mention  a  1987  mee 
ing  between  Rohatyn,  Laurence  Tiscl 
and  leaders  of  several  Jewish  organiz; 
tions  who  were  concerned  that  haU 
mongers  were  using  the  insider-tradin 
scandal  to  stir  up  anti-Semitism.  Seven 
non-Jews  were  later  implicated,  so  th 
authors  say  it  wasn't  a  problem.  Bi; 
that  sidesteps  the  issue  of  anti-Semitisn 

The  book  also  doesn't  explore  whethe 
the  New  Crowd's  success  has  opene 
doors  that  were  closed  to  Our  Crow( 
While  the  older  generation  felt  a  need  t 
create  a  society  parallel  to  the  WASP  aris 
tocracy,  the  later  one  doesn't  seem  t 
care  about  it.  But  one  wishes  the  ai 
thors  had  examined  the  New  Crowderi 
feelings  on  the  matter  more  closely. 

Such  sociological  analyses  may  lie  ou' 
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BOC 


Nearly  three  times 

as  many 

domestic  flights 
with  Business  Class 
as  all  other  airlines 

combined* 


TWA  offers  a  separate  Business 
Class  cabin  on  every  widebody. 

Business  people  want  to  fly  in 
Business  Class. 

Tiiis  is  not  exactly  a  trade  secret. 
Yet,  it's  amazing  how  many  airlines 
don't  take  this  simple  fact  seriously. 

TWA  does.  With  97  Business 
Class  flights  a  day  to  major  US. 
cities,  we  take  Business  Class  very 
seriously  indeed. 

That's  97  chances  to  enjoy  the 


comforts  and  amenities  of  what  we 
call  Ambassador  Class®The  separate 
cabin.  The  spacious  seats.  The  extra 
legroom.  Fine  meals  served  on  china 
and  linen.  Complimentary  cocktails 
and  entertainment. 

So  if  you  think  you  deserve  Busi- 
ness Class,  call  your  travel  agent,  or 
TWA  at  1-800-221-2000,  and  fly  with 
the  one  airline  that  agrees  with  you. 


Today's  TWA 


Find  out  how  good  we  really  aref 


AUTOMATK 
ANXIETY 


REDUaiON 


AUTOMATIC  DOCUMENT  FEEDING 


AUTOMATIC  DUPLEXING 


AUTOMATIC  SORTING  OPTIONS 


Frantically  looking  for  a 
dependable  25-cpm  copier?  Relax, 

Canon's  new  Anxiety  Reduction 
Series  takes  the  worry  out  of  copying. 

Innovations  like  a  long-life  copying 
drunn,  sophisticated  fine-grain  toner 
and  self-diagnosing  control  panel 
were  specifically  designed  to  give  you 
more  copies  and  fewer  headaches. 


AUTOMATIC  REPRODUCTION  RATIO 


AUTOMATIC  EXPOSURE 


AUTOMATIC  PAPER  SELECTION 


Canon  NP  3825/3325 

S^nxiety  deduction  Series 


mm 


it  B 


little 


iTbe 
rale  I 


istam, 


And  whether  you  choose  the 
NP3825  with  its  duplexing,  editing 
and  color  capabilities  or  the  more 
basic  productivity  of  the  NP3325,  you 
can  count  on  the  Anxiety  Reduction 
Series  to  deliver  what  you  need  most 
from  your  office  copier  Increased 
reliability  without  increasing  your 
blood  pressure. 


En(oy  easy  eiierxaed  payments 
wilhtheCanooCfedil  Card  Asklcxt} 
ai  par  I  Knotting  Canon  dealers  ard  rei 
Available  only  in  US 


For  more  information,  call  toll  free1-800-OK  CANON.  Or  write  Canon  U.S.A..  Inc.,  PO.  Box  3900,  Peoria,  IL  61614   ©  1989  Canon  U.S.A.  Inc. 
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DISCOUNT  COMMISSIONS  AND  MORE 
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Fast,  Accurate 
Service  at  a 
Great  Price- 

That's  Fidelity  Brokerage! 


Active,  independent 
investors  choose  Fidelity 
Brokerage  for  our  low 
commissions  plus  the  fast 
and  accurate  service  that 
makes  FideUty  a  leader  in 
discount  brokerage. 

^Save  Up  to  76% 

Fidelity  Brokerage  can  lielj)  vou 
save  uj)  to  76%  on  stock  trades  \  s 
full-cost  broker  commissions* 
After  all,  there's  no  need  to  pay 
for  advice  vou  don't  need. 


-Hour  Service 

You  can  call  our  no-i)ressure 
traders  anytime  to  initiate  a 
trade,  review  your  account 
status,  or  obtain  current  market 
information. 


[^The  FideUty  Quality  Pledge 

Unlike  most  other  discount  brokers.  Fidelity  employees  w  ill  handle  all 
iLspects  of  the  service  process.  We'll  mail  vour  confirmation  within  24 
hours  of  execution,  and  we  can  confirm  most  trades  tlirough  our  own 
order  system  wliile  you're  still  on  the  phone.  Call  now  for  your  free 
new-account  kit  and  start  trading  on  our  strengths. 

Visit  our  nationwide  Investor  Centers  or  call  24  hours. 

1-800-544-6767 


Fidelity 


inuestments' 

Brokerage  Seruices 


■  Based  on  the  maxinnim  commission  charged  by  a  representative  full-cost  broker  during  an  April 
1%9  survey.  Minimum  commission  S.-)6.  Fidelity  Brokerage  Services,  Inc.  Member  .\  VSI-  SII'C. 
IM  Devonshire  St.,  Boston.  M.A  02110,  '  BW/FBS/100289 
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At  last! 

A  new  HP 

LaserJet 

just  for 
you. 


*SuggesU>cl  U.S.  list  prices: 
LaserJet  IIP  $149.5; 
LaserJet  Serie.s  II  $2(>»5. 
Dealer  prices  vary. 


At  only  $1495;  it's  got  your  name  on  it. 


The  HP  LaserJet  printer 
family  has  expanded— 
in  a  small  way. 

The  new  HP  LaserJet  IIP 
fits  right  on  your  desk.  And 
comfortably  into  most 
budgets.  (It's  almost  half 
the  price  of  the  powerful 


LaserJet  Series  IP-the 
printer  of  choice  for  sharing 
or  handling  heavier  work- 
loads.) And  it's  compatible 
with  the  LaserJet  Series  II 
and  virtually  all  popular 
PC  software. 

So  now  you  can  produce 


llie  new  HP  LaserJet  IIP  printer. 


text  and  graphics  to  be 
proud  of.  Right  on  the  spot. 
Instead  of  at  a  distance, 
down  the  hall  at  the  secre- 
tarial pool  or  on  a  PC 
network. 

Those  polished,  profes- 
sional presentations,  letters 


and  docu- 
ments emerge 
at  a  quiet  four  pages  a 
minute.  And  the  printer's 
handsome  styling  makes 
your  office  look  good,  even 
when  it's  not  printing. 

So  call  1-800-752-0900, 


Ext.  277J  for  your  nearest 
authorized  HP  dealer.  And 
get  an  HP  LaserJet  IIP  of 
your  very  own. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


conomic  ViewDoint 


CAUTION:  WAR 
MAYBE 
DANGEROUS  TO 
YOUR  EARNINGS 


BY  ALAN  S.  BLINDER 


How  did  World  War  II  and 
Vietnam  affect  the  earning 
power  of  veterans?  Vietnam 
vets  certainly  earn  less  than 
their  nonveteran  peers.  Now, 
it  turns  out  that  World  War  II 
vets  didn't  fare  as  well  as 
many  people  thought 


ALAN  S  BLiriC--  '  "  -       -OON  S  RErr"  '  ■  ' 
■.lORIAL  PP 
_     _  ,     .    .     .  AT  PRINCt 
AUTHOR  OF  HARD  HEADS.  SOFT  HEARTS 


Veterans  of  the  Vietnam  War 
must  be  the  least-honored  sol- 
diers in  our  nation's  history.  That 
unpopular  war  left  physical  and  emotion- 
al scars  on  those  who  served.  Did  it  also 
leave  economic  scars? 

Comparing  the  subsequent  economic 
fortunes  of  those  who  served  with  peo- 
ple who  did  not  is  complicated  by  the 
fact  that  the  soldiers  of  Vietnam  were 
not  selected  randomly,  and  nonrandom 
selection  can  lead  to  grossly  misleading 
statistics.  The  general  problem  is  simple 
and  familiar.  No  one  would  estimate  the 
average  height  of  American  men  by 
measuring  professional  basketball  play- 
ers. We  all  know  they  were  selected  into 
their  profession,  in  part,  because  of  their 
height.  Similarly,  no  one  believes  that 
people  age  faster  in  Florida  just  because 
the  average  age  is  higher  there  than  in 
the  rest  of  the  U.  S. 

A  similar  statistical  illusion  plagues 
any  attempt  to  estimate  the  effects  of 
military'  service  on  subsequent  earnings. 
For  example,  folk  wisdom  has  it  that 
Vietnam  was  a  poor  man's  war.  If  many 
young  men  with  high  earning  potential 
managed  to  avoid  the  draft,  we  would 
expect  the  average  Vietnam  veteran  to 
fare  worse  in  the  ci\nlian  labor  market 
than  the  average  nonveteran — even  if 
military  service  had  no  effect  on  earning 
capacity.  On  the  other  hand,  militar\- 
manpower  needs  were  modest  during 
the  Vietnam  episode  compared  with  the 
draftable  pool.  So  the  armed  forces 
could  be  selective  about  whom  they  ac- 
cepted. If  the  army  successfully 
screened  out  the  weakest  applicants,  we 
expect  nonveterans  to  do  worse  than 
veterans. 

DIFFERENT  DAYS.  To  estimate  how  mili- 
tary service  affected  subsequent  civilian 
earnings,  then,  we  must  find  a  way  to 
look  through  the  distorting  prism  of  non- 
random  selection.  A  recent  Princeton 
University  doctoral  dissertation  by  Josh- 
ua Angrist  did  just  that.  Angrist  noted 
that  the  draft  lotteries  of  1970  to  1972 
determined  draft  eligibility  by  birth- 
dates,  which  were  selected  randomly. 
Consequently,  veterans  and  nonveterans 
tend  to  be  born  on  different  days.  It  is 
inconceivable  that  men  whose  birthdays 
made  them  highly  draftable  are  system- 
atically less  or  more  able  than  those 
whose  birthdays  made  them  exempt.  So, 
even  if  significant  numbers  continued  to 
avoid  the  draft,  any  earnings  differences 
by  date  of  birth  must  have  come  from 
serving  in  the  armed  forces. 

Angrist  used  this  idea  to  estimate  the 
effects  of  military  service  on  earnings 
for  men  born  in  1950  through  1952.  For 
blacks,  Angrist  found  no  evidence  that 
militarj-  service  hurt  subsequent  earn- 
ings. For  whites,  however,  he  found  that 


the  average  veteran  earned  some  Irs 
less  from  1981  to  1984.  This  gap  ' 
roughly  equivalent  to  having  two  yea 
less  experience  in  the  job  market,  and 
had  persisted  for  about  a  decade. 

In  contrast  to  the  Vietnam  experienc 
it  has  long  been  known  that  World  W 
II  veterans,  throughout  their  lives,  ha 
earned  substantially  more  than  nonv( 
erans.  The  armed  forces  were  indeed  ' 
great  place  to  start"  for  the  young  mi 
of  the  1940s,  but  apparently  not  for  t 
young  men  of  the  late  1960s  and  eai 
1970s.  Why  such  a  difference? 
NO  LEAD.  Teaming  up  with  Profess 
Alan  Krueger  of  Princeton,  Angri 
found  the  answer  in  nonrandom  sek 
tion.  Unlike  Vietnam,  World  War  II  w 
a  democratic  war:  even  sons  of  privilei 
served.  In  fact,  during  the  peak  dra 
years,  virtually  all  young  men  serv 
except  those  with  physical  disabilities 
very  low  mental  aptitude.  Since  su 
people  have  below-average  earning  ] 
tential,  we  would  expect  World  War 
veterans  to  do  better  than  nonvetera 
after  the  war — even  if  their  time  in  t' 
Army  did  them  no  good. 

Can  any  portion  of  the  earnings  a  i. 
vantage  of  World  War  II  vets  be  cred 
ed  to  their  military  experience?  Angri 
and  Krueger  solve  the  nonrandom-sek 
tion  problem  by  looking  again  at  birt 
days.  Since  the  World  War  II  draft  w 
also  based  on  birthdays,  the  same  lo^ 
applies.  Boys  born,  say,  in  Decembt 
1926,  could  not  be  systematically  le 
able  than  boys  born  in  January,  19^ 
But  call-ups  at  the  time  were  chronoloj 
cal,  so  the  January  babies  were  mo 
likely  to  have  served.  If  the  earnings 
the  two  groups  differ,  it  must  be  t 
cause  of  militarj'  service. 

Angrist  and  Krueger  come  up  with 
surprising  conclusion.  When  nonrando  St 
selection  is  ignored,  as  in  previous 
search,  they  find  that  W'orld  War  11  v^ 
erans  earn  about  9^(  more  than  nonv 
terans — even   after   accounting  fl 
educational  attainment  and  other  fa 
tors.  Hence  the  conventional  vvisdc 
that  World  War  II  veterans  earned 
economic  bonus.  However,  when  th 
correct  for  nonrandom  selection,  th 
find  that  World  War  II  vets  actua! 
fared  slightly  worse  in  the  civilian  j' 
market  than  nonveterans. 

Taken  together,  the  two  studies  le: 
to  two  conclusions.  First,  the  effects 
military  service  in  the  two  wars  on  su 
sequent  civilian  earnings  are  not  as  d 
ferent  as  previously  believed — mair 
because  World  War  II  vets  did  not  re; 
the  dividends  we  once  thought.  Secor 
service  in  Vietnam  does  seem  to  ha 
damaged  the  economic  prospects  of  vt 
erans.  The  sacrifices  of  the  Vietnam  ve 
did  not  end  on  the  battlefield. 
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conomic  Trends 


BY  MICHAEL  J,  MANDEL 

THE  LANDING  MAY  BE 
SOFT,  BUT  IT'S  STILL 
HAMIMERING  PROFITS 


Corporate  profits  may  be  heading  for 
a  crash  even  as  the  economy  settles 
in  for  a  soft  landing.  In  the  first  half 
of  1989,  aftertax  profits  fell  by  6.4%, 
and  economist  Mickey  D.  Levy  of  First 
Fidelity  Bank  in  Philadelphia  sees  this 
decline  continuing  right  into  1990.  His 
forecast  of  a  5.6%  profit  drop  over 
the  next  two  quarters  would  lead  to 
the  deepest  single-year  fall  since  1985 — 
and  one  of  the  largest  nonrecession 
declines  ever. 

Tight  monetary  policy  has  slowed  de- 
mand for  goods,  observes  Levy,  and  has 
constrained  the  ability  of  businesses  to 
raise  prices.  Producer  price  increases 
started  slowing  in  March,  with  the  price 
level  actually  falling  during  the  past 
three  months.  "But  unit-labor  costs  con- 
tinue to  rise  for  about  a  year  after  prod- 
uct price  increases  stop,"  says  Levy.  As 
a  result,  profit  margins  in  manufactur- 
ing have  fallen,  from  a  high  of  6.2'/(  in 
the  beginning  of  1988  to  4.87'  today. 

Other  factors  have  also  held  down 
profit  growth,  notes  Levy.  Interest  pay- 
ments have  continued  to  rise  at  a  steady 


PROFIT  MARGINS 
ARE  FALLING 


AFTERTAX  PROFITS 
IN  MANUFACTURING 
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pace.  In  addition,  the  stronger  dollar 
means  that  the  same  amount  of  profits 
from  foreign  subsidiaries  is  being  con- 
verted into  fewer  dollars.  With  overseas 
operations  contributing  about  20%  of 
U.  S.  corporate  earnings,  additional 
strengthening  of  the  dollar  could  signifi- 
cantly cut  into  total  profits. 

To  be  sure,  corporations  are  still 
showing  better  earning  power  than  a 


few  years  ago,  when  manufacturing 
profit  margins  fell  as  low  as  3.3%.  Be- 
fore the  current  decline,  profits  grew  for 
10  consecutive  quarters,  the  longest  un- 
interrupted increase  since  the  early 
1970s.  Aided  by  large-scale  cost-cutting, 
leaner  and  meaner  corporations  have 
continued  to  make  money  even  in  a 
weakening  economy. 

But  as  profits  get  slimmer,  observes 
independent  economist  A.  Gary  Shilling, 
corporations  face  a  problem:  Most  of  the 
easy  cost  cuts  have  already  been  made. 
Corporations  have  pushed  down  their 
breakeven  points,  but  almost  half  of 
their  remaining  expenses  are  long-term 
interest,  depreciation,  and  salaried 
white-collar  labor.  This  increased  impor- 
tance of  fixed  costs.  Shilling  notes,  will 
make  profits  react  more  sharply  to 
movements  in  the  economy.  So  if  the 
soft  landing  turns  out  to  be  a  little  more 
bumpy  than  expected,  profits  may  well 
take  the  brunt  of  the  impact. 


WHY  JAPANESE 
WORKERS  DON'T  NEED 
DEGREES  TO  THRIVE 


A high  school  diploma  is  still  worth 
something — in  Japan.  In  a  recent 
study,  Lawrence  F.  Katz  and  Ana  L. 
Revenga  of  the  National  Bureau  of  Eco- 
nomic Research  found  that,  adjusted  for 
inflation,  the  earnings  of  new  Japanese 
high  school  graduates  rose  by  137  from 
1979  to  1987.  Meanwhile,  "  new  high 
school  graduates  in  the  U.  S.  were  being 
battered  by  a  177^  fall  in  real  earnings. 
U.  S.  college  graduates,  by  contrast,  lost 
much  less  ground  to  their  Japanese 
counterparts,  since  their  real  wages  ac- 
tually rose  slightly. 

High  school  graduates  in  Japan,  say 
Katz  and  Revenga,  are  benefiting  from 
Japan's  superior  economic  performance. 
Young  workers  there  were  shifting  from 
wholesale  and  retail  trade  into  durable 
goods  manufacturing,  where  Japan  en- 
joyed a  trade  advantage.  But  in  the 
U.  S.,  many  well-paid  manufacturing 
jobs  were  eliminated  by  foreign  competi- 
tion, forcing  less  educated  workers  into 
the  low-wage  retailing  sector. 

But  it's  not  merely  the  U.  S.  trade  gap 
that  has  hurt  the  high  school  graduate. 
Katz  also  notes  that  "in  most  industrial- 
ized countries,  demand  has  really  shifted 
against  less  skilled  and  less  educated 
workers."  Other  countries  such  as  Brit- 
ain have  also  experienced  a  widening 
earnings  gap  between  high  school  and 
college  graduates.  But  Japan  is  the  ex- 
ception— where  less  skilled  workers  are 
still  keeping  pace  with  their  highly 
skilled  and  better  educated  peers. 


WHO'S  TO  BLAME  FOR  ! 
THE  SAVINGS  DROUGHT?i 
MAYBE  OLD  FOLKS 


One  of  the  mysteries  of  the  1980s 
why  so  many  people  stopped  sa^ 
ing.  High  real  interest  rates  should  hav 
drawn  money  into  high-paying  CDs  an 
bank  accounts.  Instead,  personal  saving 
as  a  share  of  disposable  income  fell  froi 
7.5%  in  1981  to  3.2%  in  1987,  and  it's  sti 
only  about  5%'  today.  Economists  hav 
offered  up  a  truckload  of  explanations- 
ranging  from  rapidly  rising  real-estat 
values  to  a  moral  defect  in  the  nations 
character  to  fear  of  a  nuclear  holocaus 
Now,  Eytan  Sheshinski  and  Vito  Tan; 
of  the  National  Bureau  of  Economic  R( 
search  have  come  up  with  yet  anothe 
theory:  too  much  wealth  in  the  hands  c 
the  elderly.  The  two  economists  argu 
that  older  people  have  little  incentive  t 
save  more  when  interest  rates  rise,  sine 
they  have  fewer  years  to  look  forwar 
to.  This  could  have  significantly  d( 
pressed  savings,  say  Sheshinski  an 
Tanzi,  since  taxpayers  aged  65  and  ovei 
while  only  13%  of  the  population,  receiv 
53%'  of  all  interest  income.  Since  the  pei 
centage  of  oldsters  is  still  rising,  th 
savings  rate  in  the  U.  S.  may  not  ge 
back  to  the  old  levels  anytime  soon. 


LOTS  OF  NEW  STADIUMS, 
BUT  NO  HOME  RUNS 
FOR  LOCAL  ECONOMIES 


*^Pake  me  out  to  the  ballgame."  ThS 

I  old  refrain  is  heard  these  days  froi 
San  Francisco  to  St.  Petersburg.  Cit 
fathers  are  spending  $100  million  and  u 
to  build  st<idiums,  either  to  retain  or  lur 
major  league  teams.  The  cost  is  justifie 
as  economic  development  that  create 
jobs  and  attracts  industry. 

But  a  recent  study  has  found  littl 
economic  benefit  from  building  a  sport 
stadium.  Economists  Robert  A.  Baad 
and  Richard  F.  Dye  of  Lake  Forest  Co 
lege  in  Illinois  analyzed  personal  incora 
in  a  city  before  and  after  the  construe 
tion  of  a  stadium  or  the  arrival  of  a  ne^ 
team.  In  almost  all  cases,  they  foun 
that  the  new  stadium  made  not  a  whit  o 
difference.  Baade  notes  that  while  a  sti 
dium  may  provide  new  jobs  for  ticke' 
takers  and  peanut-sellers,  such  low-paj 
ing,  seasonal  work  has  little  positiv 
spillover  effect  on  the  rest  of  the  loc£ 
economy.  Rather  than  throwing  ou 
money  on  a  stadium,  an  investment  i; 
infrastructure  would  be  far  more  usefu 
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One  online  service  has 
the  best  name  in  business. 


To  rise  above  the  crowd  in  today's 
world,  you  need  the  best. 

Your  competition  simply  won't 
let  you  settle  for  less. 

That's  why  you  need  the  one 
online  service  with  the  best  name 
in  business— Dow  jones 
News/Retrieval,  from  Dow  Jones  & 
Company  Inc.,  publisher  of  The 
Wall  Street  Journal. 

Year  after  year,  in  survey  after 
survey  American  business  votes 
Dow  Jones  the  best  name  in  the 
publishing  industry. 

Now  Dow  Jones  News/Retrieval 
is  setting  the  standard  by  which  all 
online  business  services  will  be 
judged.  Providing  the  timely  news 
ana  information  you  need  to  make 
wise  business  decisions.  Breaking 
more  critical  stories  than  other 
services.  Meticulously  verifying  the 
accuracy  of  our  reports.  And  pio- 
neering breakthrough  technologies 
to  guarantee  even  the  most 
computer-wary  professional  can 
use  our  service  with  ease. 

Business  professionals  in  most  of 
the  Fortune  500  already  count  on 
our  special  brand  of  online  infor- 
mation. Call  1-800-225-3170  Ext.  631 
today  for  more  information  on  how 
we  can  give  you  the  same  edge. 

And  get  the  best  name  in 
business  for  yourself. 

Dow  Jones 
News/Retrieval 

Online  with  business. 


'S  1989  Dow  Imit^    Lonipaiiv,  Inc  Ail  nghtb  rtscned 


If  Seatde  Is  Known  Forlts 
Relaxed  Business  Enviromnent, 
WeVe  PartMy  To  Blame. 


Traditionally,  Seattle  has  been 
seen  as  a  place  where  business  is 
conducted  with  a  high  degree  of 
efficiency.  As  opposed  to  a  high 
degree  oi  anxiety. 

One  reason  may  be  that  the 
Four  Seasons  Olympic  Hotel  has 
long  been  a  favored  haven  for  visit- 
ing executives,  fiere,  in  the  city's 
only  five-diamond  hotel,  our  guests 
experience  personal  care  and  at- 
tention that  soften  the  rough  edges 
ot  business  travel. 

Consider  our  elegantly  appoint- 
ed solarium  spa.  Open  from  six  a.m., 


It  oilers  gleammg  exercise  equip 
ment,  sauna,  whirlpool  and  private 
sun  deck. 

You  may  choose  to  start  your 
day  at  the  spa  with  a  relaxing  pool- 
side  breakfast.  Or  return  at  day  s 
end  for  a  soothmg  massage. 

If  the  demands  of  busmess 
demand  an  unorthodox 
schedule,  we  can  ac- 
commodate you  with 
24-hour  room  service.  (You 
may  order  from  the  elegant 
Georgian  Room  menu;  or 
Irom  our  "alternative  cuisine" 


ot  low-calorie,  low-cholesterol 
selections.) 

To  further  assure  an  unruffled 
stay,  we  offer  twice-daily  maid 
service,  overnight  drycleaning, 
as  well  as  clothing  repair  and 
one-hour  pressing. 

Of  course,  these  com- 
forts don't  ensure 

that  your  business 
m  Seattle  will  be  free 
of  problems.  However, 
it  virtually  guarantees 
that  your  choice  of  ac- 
commodations will  be. 


Four  Seasons 
Olympic 
Hotel 

(206)621-1700 


IE  BATTLE  RAGES, 

IT  BOGOTA  IS  NO  BEIRUT 


i  lunch  in  a  nice  Ital- 
I  restaurant  in  down- 
vn  Bogota  a  couple 
jks  ago.  It  was  more 
.  month  after  the  Co- 
in government  and 
tion's  drug  lords  had 
ed  war  on  each  oth- 
e  foreign  press  was 
with  reports  of 
ngs,  shootings,  and 
il  terror  in  the  capi- 
I  I  had  come  to  town 
I  out  how  bad  things 
were. 

companion  was  a  42- 
Id  Colombian  execu- 
nth  no  political  ties 
vould  make  him  or 
nily  targets  of  assas- 
Jasically,  he  told  me, 
ndom  violence  in  Bo- 
hese  days  isn't  much 
,  if  at  all,  than  the 
:e  in  many  U.  S.  cit- 
id  economically,  it  re- 
one  of  the  healthiest 
in  South  America. 
3  are  profound  con- 
in  this  country,"  he 
>ver  a  demitasse  of 
;  Colombian  coffee, 
a  contrast  between 
violence,  which  one 
>  somewhat  accus- 
to,  and  a  cleverness 
ivhen  channeled  into 
nic  activity,  usually 
:es  good  results." 
ated  8,600  feet  above  sea  level  on 
;-sloping  plateau,  Bogota  has  gone 
rh  a  20-year  population  boom  and  a 
i-long  economic  surge.  Its  6  million 
nts  live  in  a  city  that  runs  south  to 
along  the  foot  of  the  Andes'  tow- 
eastern  Cordillera  range.  The  far- 
lorth  and  closer  to  the  mountains' 
it  forest  you  go,  the  more  money 
sidents  are  likely  to  have.  Wealthy 
)orhoods  such  as  the  Alto  Chico, 
;  side  of  the  mountain,  look  down 
orth  Bogota's  hundreds  of  new 
ise  glass  office  buildings  and  red- 
apartment  complexes,  most  of 
are  adorned  with  huge  satellite 
3.  New,  smart  shopping  malls 
d  as  well. 

easy  to  walk  around  Bogota  with- 


STREET  SCENE:  PEOPLE  ARE  TRYING  TO  LIVE  NORMAL  LIVES 


out  ever  seeing  anything  you  might  con- 
sider part  of  a  drug  war  taking  place.  In 
fact,  despite  the  front-page  coverage  in 
the  U.  S.,  only  about  a  dozen  people 
were  killed  and  50  bombs  exploded  in  all 
of  Colombia  during  the  first  four  weeks 
of  the  latest  terror  campaign.  Still,  there 
is  an  eerie  tension  in  the  air,  a  potential 
for  sudden  and  extreme  violence  that 
brings  to  mind  Chicago  during  the  1920s. 
(A  few  Colombians,  noting  that  the  re- 
peal of  Prohibition  helped  put  the  gang- 
sters out  of  business,  are  even  advocat- 
ing the  legalization  of  cocaine.) 
FEAR  AND  DENIAL.  The  dark  side  of  living 
and  working  in  Bogota  shows  itself  in 
little  ways.  You  arrive  at  an  executive's 
home  to  find  the  driveway  blocked  by 
four-wheel-drive  vehicles  full  of  body- 
guards. The  host  and  other  guests  agree 


Cut  your  roof 
maintenance' 
with  this 
simpie  tooi. 


You'll  find  practical  solutions 
to  your  leaky  roof  problems  in 
a  FREE  special  issue  of  Building 
Profit  magazine,  "A  Roof  For  All 
Reasons."  It  includes  facts  on  the 
MR-24®  standing  seam  roof  system' 
by  Butler— the  roofing  system  most 
specified  by  architects  and 
contractors. 

For  more  information,  call 
1-800-232-3794  or  mail  this  certifi- 
cate today  for  your  FREE  copy. 


Mail  Certilicale  To; 
Bullef  Response  Center 
PO  Box  410619 
Kansas  City,  MO  64179 


few 


I  HAVE  APPROXIMATELY 
SQUARE  FEET  OF  ROOF  AREA 
Ttie  MR-24  root  is  not  recommended  lor  residential 
applications 

NAME  


COMPANY. 
ADDRESS. 
CITY  


.  STATE . 


.ZIP. 


PHONE. 


^mjTLER^    "Building  The  Best" 


.J 


FIGHT 
HEilRT 
DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fi^t  some  < 
of  the  worst  diseases  of 
our  time 


)rneA 

A. 
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We  need 
someone 
with  the 
amhitionof 
an  investment 
banker,  the 
patience  of  a 

drivii^ 
instructor  and 
the  optimism 

of  a 
weatherman. 


We  need  someone  to 
fill  a  unique  job  opening. 

Someone  to  spend 
two  years  in  another 
country.  To  live  and  work 
in  another  culture.  To 
learn  a  new  language  and 
acquire  new  skills. 

We  need  someone 
who  wants  to  help  im- 
prove other  people's  lives. 
Who's  anxious  to  build 
lasting  friendships.  To 
gain  memories  and  expe- 
rience that  will  last  a 
lifetime.  And  a  sense  of 
fulfillment  few  jobs  can 
match. 

We  need  a  Peace  Corps 
volunteer.  Interested? 
The  fir  it  step  is  easy. 
Call  1-800-424-8580, 
Ext.  93. 

Peace  Corps. 

The  toughest  job  you'll  ever  love. 


etter  From  Bogota 


to  talk  to  you  only  if  you  promise  ano- 
nymity. Over  your  meal,  a  wife  simply 
refuses  to  discuss  the  threat  her  family 
faces.  Fear  breeds  denial  in  Bogota. 

The  company  executive  in  the  Italian 
restaurant  explained  it  this  way:  "It  was 
when  my  neighbors'  daughter  was  kid- 
napped recently  that  I  finally  faced  the 
problem.  I  now  have  an  armored  car. 
The  fact  is,  a  lot  of  businessmen  try  to 
ignore  the  violence  around  them  and 
stick  to  making  money.  It's  when  your 
children  are  threatened  that  the  fear 
really  sets  in." 

Making  money  is  a  time-honored  tradi- 
tion in  this  country.  Colombians  are  well 
known  in  the  region  for  their  business 
acumen,  and  the  country  has  a  record  of 
economic  growth  that  is  unparalleled  in 
Latin  America.  Its  output  of  goods  and 
services  has  risen  faster  than  its  popula- 
tion in  each  of  the  past  21  years.  Its 
annual  inflation  rate  of  22%,  while  stiff 
by  North  American  standards,  is  less 
than  the  monthly  rates  in  such  neighbor- 
ing countries  as  Brazil  and  Peru.  And 
Colombia  pays  its  foreign  debts.  "We 
are  trained  to  be  careful,  prudent,  even 
frugal  in  the  way  we  manage  our  fi- 
nances," says  Carlos  Marulanda,  Colom- 
bia's Harvard-trained  Economic  Develop- 
ment Minister. 

Although  the  country  is  split  almost 
down  the  middle  by  mountain  ranges,  it 
has  huge  tracts  of  fertile  river-valley 
farmland — few  of  which  are  used  for 
growing  coca  plants.  (The  leaves  that 
are  the  raw  material  for  making  cocaine 
are  grown  mostly  in  Peru  and  Bolivia 
and  processed  here  for  re-export  by  sav- 
vy Colombian  entrepreneurs.)  Most  of 
the  land  is  devoted  to  growing  coffee 
and  fresh  flowers  for  export,  and  to  rais- 
ing cattle.  Coal  and  oil  are  important  as 
well,  mainly  in  the  north  and  on  the 
country's  vast  eastern  prairie. 

Overseen  by  a  wealthy  elite,  these  and 


Officials  estimate  that  the 
drug  trade  employs  only 
about  100,000  of  the 
country's  32  million  people 


other  legitimate  businesses  provide  em- 
ployment for  most  Colombians.  Only 
about  100,000  of  the  country's  32  million 
people  work  in  the  drug  trade.  Accord- 
ing to  Minister  Marulanda  and  econo- 
mists at  the  Central  Bank,  the  drug  in- 
dustry also  accounts  for  only  a  small 
portion  of  Colombia's  economic  wealth. 
Marulanda  estimates  that  drugs  are  re- 
sponsible for  only  0.5%  of  the  estimated 


4.2%'  expansion  in  gross  domestic  outpi 
this  year.  He  figures  that  some  $6C 
million  of  the  Colombian  drug  traffic! 
ers'  $2.5  billion  to  $3  billion  in  worldwic 
revenues  actually  comes  back  into  th 
country. 

FLOWER  POWER.  Colombians  say  the 
would  love  it  if  people  would  talk  moi 
about  their  flowers  and  less  about  the 
drugs.  In  the  past  decade,  exports  ( 
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fresh  flowers  have  surged  to  $700  mi 
lion  a  year  from  $100  million.  About  40 
Colombian  companies,  most  workin 
from  greenhouses  around  Bogota,  no' 
hold  70%  of  the  U.  S.  market  for  sue 
items  as  carnations  and  pom-poms.  Som 
15,000  boxes  of  freshly  cut  flowers  a: 
rive  in  Miami  International  Airport  froi 
Bogota  every  day. 

The  owner  of  one  flower  compan 
with  $8  million  in  annual  exports  say 
his  success  in  Colombia  reflects  the  ec( 
nomic  climate  as  much  as  the  physic? 
climate.  He  points  to  extremely  favo: 
able  interest  rates  and  relatively  loi 
wages  for  a  competent  work  force  th£ 
allow  his  profit  margins  sometimes  t 
exceed  40%  . 

Indeed,  Colombian  flower  companie 
are  so  successful  that  the  U.  S.  Con 
merce  Dept.  keeps  investigating  thei 
for  unfair  trade  practices.  But  they  neai 
ly  always  escape  penalty.  "Almost  wit! 
out  exception,  small-  to  medium-size  pn 
duction  businesses  in  Colombia  are  ven 
very  lucrative,"  he  says. 

While  the  Bush  Administration  b( 
lieves  the  point  of  the  current  drug  wa 
is  to  stop  the  flow  of  all  cocaine  into  th 
U.  S.,  Colombians  see  it  more  as  a  battl 
against  two  specific  drug  traffickers 
Gonzalo  Rodriguez  Gacha  and  Pablo  Ei 
cobar  Gaviria,  members  of  the  fame 
Medellin  cartel  who  account  for  on< 
third  of  the  drug  trafficking  from  Ck 
lombia.  These  two  "gangsters"  ar 
thought  to  be  responsible  for  most, 
not  all,  of  the  recent  murders  and  boml 
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IF  YOU'RE  GOING  10  PUT 
YOUR  REPUTAnON  ON  THE  LINE, 
PUT  IT  ON  THE  YELLOW  LINE. 

Everyone  at  \fellow  Freight  knows  that  you  count  on  us  to  help  you  give  your 
customers  good  service.  We  understand  that  your  company's  reputation  is  at  stake. 
That's  why  we're  working  day  and  night  to  expand  and  improve  our  service.  We 
want  to  do  the  job  the  way  you  want  us  to.  Because  we  want  you  to  know  that  every 
time  you  put  a  shipment  on  the  road,  you'll  be  right  on  the  Yellow  Line. 


YOU'RE  RI6HT  ON 
THE  YELLOW  LINE^ 

lYEUOW? 

-J » 

Yellow  Freight  System,  Inc. 


MegaChif 

Texas  Instruments  can  help  yi)l] 
to  pass  the  toughest  product  tii 


Using  a  superfast  TI  processor,  Sony 
Corporation  wins  critical  reviews 
worldwide  with  a  sound  as  brilliant  as 
being  there^  TI's  MegaChip  Technologies 
%  can  help  you  create  winners  in  today's 
marketplace. 


iedmologies: 

)ly  the  t30wer  of  innovation 


po 

dl,  the  human  test 


m  IS  deemed  ready  tor  the  demdnding  auJioph 


echnology  is  a  sure  route  to  the 
buyer's  heart  for  niany  manufac- 
One  is  Sony®  Corporation,  which 
lly  applies  technology  to  create 
;  products  and  achieve  the  enviable 
)n  as  "The  Leader  in  Digital 

Sony's  state-ot-the-art  compact 
ayer  has  become  the  digital 
ice  standard,  reproducing  the  very 
e  of  sound.  An  advanced  digital 


signal  processor  (DSP)  from  Texas 
Instruments,  codeveloped  with  Sony's 
high-fidelity  experts,  is  largely  respon- 
sible for  the  system's  clarity,  purity, 
and  fidelity. 

Because  Sony  engineers  take  no  com- 
ponent or  subassembly  for  granted,  they 
required  that  Tl's  design  team  be  as  dedi- 
cated and  demanding  as  they  are.  TTiey 
had  two  concerns:  Was  it  even  possible 
for  TI  to  produce  a  chip  that  would 
satisfy  Sony's  sophisticated  needs?  Could 
it  be  delivered  within  a  near- impossible 
time  frame? 

Benefiting  from  Tl's  experience 

Tl  developed  tlie  world's  tirst  single-chip 
DSP  and  has  helped  more  than  10,000 
customers  worldwide  apply  the  enabling 
power  of  its  family  of  high-performance 
devices.  This  technological  leadership 
convinced  Sony  that  we  would  be  the 
best  choice  for  designing  the  custom 
DSP  chip  that  would  drive  Sony's  high- 
end  audio  system. 

This  Tl/Sony  proprietary  chip  design  sets 
the  Sony  system  apart,  performing  all  the 
calculations  necessary  to  cancel  noise  and 
distortion.  For  example,  when  Mozart's 
"Minute  Waltz"  is  played  in  exactly  one 
minute,  the  filter  samples  the  sound  signals 
more  than  185  trillion  times  by  the  last 
note.  The  result  is  a  sound  as  clear  as  the 
proverbial  bell. 

From  paper  to  prototype 
in  six  months 

Making  progress  at  a  rapid  clip,  the  design 
moved  from  an  early  scribble  on  a  paper 
napkin  to  production  within  six  months, 
an  effort  that  brought  the  Sony  and  TI 
design  teams  together  weekly.  We  did 
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more  than  meet  Sony's  deadline.  We  met 
Sony's  sophisticated  requirements. 

Sony  unveiled  its  premier  CD  player, 
the  CDP  Rl,  DAS-Rl  Compact  Disc 
Reference  System,  exactly  on  schedule  at 
the  Japan  Audio  Fair.  The  CDP  R 1 ,  with 
the  TI  chip  at  its  heart,  reaffirmed  Sony's 
position  as  the  world's  leading  CD 
manufacturer.  "It  will  be  hard. .  .to  do  any- 
thing better." — AUDlOrexnew,  Italy.  "The 
best  CD  system  on  the  market." —  Son  et 
Video  Magajirit' ,  France.  "It  seems  as  if 
every  violin  could  be  heard." — Audio, 
West  Germany.  ". .  .Class  A  recom- 
mended."—  stercophile ,  United  States. 

One  good  chip  leads  to  another 

Our  relationship  continues.  Tliis  joint 
effort  is  the  technokigical  fcxindation  tor 
proces,sors  that  Sony  will  use  to  enhance 
Discman®  portable  CD  players  and  inter- 
active laser  video. 

In  addirion,  because  we  have  road- 
mapped  the  evolution  of  our  MegaChip™ 
Technologies,  our  customers  can  plan 
their  future  prcxlucts  well  in  advance  to 
minimize  risk  and  protect  investments. 

What  about  your  vision? 

Sony  is  only  one  example  of  how  our 
MegaChip  Technolc:igies  transformed  a 
challenging  idea  into  a  reality.  Chances 
are,  Tl's  MegaChip  Technologies  can 
help  you  get  to  market  faster  with  winning 
new  products. 

MegaChip  IS  a  trademark  ot  Texas  Instruments  Incorporated. 
"The  Leader  in  Digital  Audio"  is  a  trademark  of  Sony. 
®  Sony  and  Discman  are  registered  ttademarks  of  Sony. 


Texas 
Instruments 
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^L.t  of  entry 


No  company  owns  any  market  anymore.  Today, 
competitors  can  enter  markets  with  relative  ease.  So  it's  not 
enoLigti  to  devek)p  new  products  quickly.  Efficiency  is  demanded 
throui^fiout  tfie  market-entry  process.  Now,  more  than  ever  a 
company's  f)est  leverage  is  its  own  sales  force.  Is  yours  up 
to  the  challenge? 

You  may  not  realize  that  sales  training  can  play 
a  vital  role  in  nuiximizing  the  productivity  of  your  .salespeople. 
But  it  does. 

We're  not  talking  ab(jut  training  as  a  short-term 
proposition  or  quick  fix.  We're  talking  about  training  as  a  powerful 
process  that  can  cut  market-entry  costs -and  produce  enduring 
results  for  your  (organization. 

The  value  in  this  kind  of  training  is  that  it  enhances 
the  effect  of  all  the  other  marketing  tools  you  use  to  achieve 
steady,  balanced  growth.  It  makes  training  an  es.sential  part  of  your 
business,  not  something  to  cut  when  budgets  get  tight. 

So.  stop  wasting  effort.  Ask  your  training  manager 
how  to  use  trail  ing  more  strategically.  Or  call  us.  And  shift  the 
balance  to  your  scivantage. 


1-800-842-0789  ext.  33 


'  A  li nu'v  Mirror 
<'ompyn> 


ings  in  Bogota  and  Medellin.  If  they  ai 
arrested  or  killed,  "it's  possible  Coloii 
bia's  part  of  this  war  could  end  soo 
without  much  of  a  dent  made  in 
cocaine  business  whatsoever,"  says  a 
nior  British  diplomat  in  Bogota. 

Actually,  to  many  Colombians,  tl 
drug  dealers'  biggest  crime  is  that  th 
have  started  threatening  children  ai 
endangering  innocent  bystanders.  T! 
most  chilling  story  in  Bogota  these  da; 
regards  Justice  Minister  Monica 
Greiff,  who  fled  to  Washington  and  coi 
sidered  resigning  her  post  after  she  r 


'Believe  me,'  the  father  of 
three  daughters  said,  'they 
don't  leave  the  house  alone 
except  to  go  to  school' 


citput 


ceived  a  particularly  gruesome  threat  t 
her  3-year-old  child. 

On  a  Saturday  afternoon  stopover  at 
popular  ice-cream  parlor  in  northern  B( 
gota,  a  46-year-old  Colombian  writer,  a( 
companied  by  three  daughters  rangin 
in  age  from  6  to  14  years,  noted:  "it' 
not  easy  raising  children  in  this  place, 
When  his  eldest  then  complained  th£ 
she  hardly  has  a  social  life  these  dayi 
the  father  responded  with  a  sad  but  def 
ant  smile.  "Believe  me,  the  childre 
don't  leave  the  house  alone  except  to  g 
to  school." 

While  the  drug  lords  and  the  goverr 
ment  fight  it  out,  these  days  most  C( 
lombians  are  trying  to  just  go  to  wor 
and  live  their  lives  as  usual.  And  to 
large  degree,  they  are  succeeding. 

I  was  in  Bogota  over  a  weekend.  0 
Saturday  night  I  traversed  the  unusua 
ly  quiet  streets  of  downtown  to  reae 
the  apartment  of  a  Colombian  who  own 
a  number  of  jewelry  and  precious-gei 
shops  in  the  city.  The  occasion  was 
"sweet  16"  party  for  his  daughter.  Th 
refreshments  were  plentiful  and  the  de( 
orations  elegant.  As  youngsters  an 
adults  danced  to  music  playing  on  th 
stereo,  the  smiling  father  took  in  th 
atmosphere,  then  tried  to  put  the  dru; 
war  into  perspective.  "Both  of  our  cour 
tries  have  problems,"  he  said.  "But  t 
solve  them  there  must  be  hard  work  an 
mutual  respect."  While  watching  hi 
daughter  opening  a  present,  he  whij 
pers:  "Just  tell  your  readers  that  w 
Colombians  are  normal  people  who  als 
need  a  good  time." 

BY  JEFFREY  RYSEi 
Correspondent  Ryser  covers  South  Amer 
ca  for  BUSINESS  WEEK  from  his  base  i 
Sao  Paulo 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  SUMMER  DATA  lOOK  GOOD— BUT 
!)N'T  BELIEVE  EVERYTHING  YOU  READ 


^  Washington  gives  number  crunchers  a  wealth 
of  economic  data  around  the  middle  of  each 
mf  month.  But  the  latest  reports — with  data  for 
and  August — need  careful  interpretation.  First  im- 
iions  of  where  these  readings  are  pointing  can  be 
ative. 

e  August  numbers  say  that  retail  sales  and  industri- 
tput  picked  up,  despite  the  July  report  of  an  exces- 
rise  in  business  inventories.  August  data  also  imply 
inflation  at  both  the  producer  and  consumer  levels 
)ating.  And  the  July  deficit  in  merchandise  trade 
)wed  to  the  slimmest  gap  in  AV2  years. 

But  those  performances  are 
not  a  good  guide  to  the  business 
outlook.  The  summer  numbers 
have  been  distorted  mainly  by 
the  ups  and  downs  of  auto  sales 
and  energy  prices.  Autos 
pumped  up  July  inventories. 
They  also  boosted  both  retail 
sales  and  industrial  production 
in  August.  Falling  energy 
prices  exaggerated  the  improve- 
ment in  the  price  indexes.  And 


HIRE  iNFUmON 
S  MORE  STABLE 


88         JAN  '89  AUG 
INT  CHANGE  FROM  A  YEAR  AGO 
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rends  in  both  imports  and  exports  don't  bode  well 
urther  improvement  in  the  trade  gap. 
lading  into  fall,  the  economy  is  sluggish,  but  still 
Ing.  And  inflation  is  stable,  but  stubborn.  That 
is  the  Federal  Reserve  Board  probably  will  keep 
mt  credit  policy  on  hold,  and  that  interest  rates 
t  likely  to  stray  far  from  where  they  are. 

ICE  One  of  1989's  biggest  deceptions  is  that 

ESSURES  inflation  accelerated  sharply  in  the  first 
lEM'T  half  and  now  has  begun  to  abate.  In  fact, 
NEAWAY  volatility  in  prices  of  energy  and  food 
anted  for  virtually  all  of  the  swing.  The  underlying 
>ures  haven't  changed  much.  Excluding  food  and 
yj,  inflation  in  consumer  prices  has  been  remark- 
stable  throughout  the  year  (chart).  Producer  prices 
inished  goods  show  much  the  same  pattern, 
nsumer  prices  this  fall  aren't  likely  to  look  as  tame 
ley  did  in  summer.  The  consumer  price  index  didn't 
at  all  in  August,  following  slim  0.2%  increases  in 
June  and  July.  But  that  was  mainly  because  energy 
s  fell  sharply  in  each  month.  In  September,  though, 
esale  gasoline  prices  began  rising — a  sign  that  ener- 
rices  have  stopped  falling. 

xluding  food  and  energy,  the  consumer  price  index 
only  0.2%  in  August,  but  two  factors  that  held  down 


WHAT  SKEWS  THE 
INVENTORY  NUIMBERS 


the  advance  are  likely  to  turn  around  in  coming  months. 
Apparel  prices  dropped  1.5%'  in  the  month  because  of 
heavy  discounting  to  clear  out  summer  clothing.  And  car 
prices  and  financing  costs  fell  in  response  to  Detroit's 
closeout  bargains.  By  contrast,  the  1990  model  cars  have 
sharply  higher  sticker  prices.  And  the  new  fall  clothing 
lines  also  will  carry  steeper  price  tags. 

Moreover,  service  prices — 
about  half  of  the  CPI — continue 
to  grow  at  about  a  5%  annual 
rate  and  show  few  signs  of 
slowing.  The  upshot:  Inflation 
pressures  at  the  consumer  level 
will  persist. 

Lower  prices  were  a  boon  for 
retail  sales  in  August,  but  high- 
er prices  this  fall,  especially  for 
cars,  will  take  a  toll.  Retail 
sales  jumped  0.7%,  to  $144.3  bil- 
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lion.  But  that  overstates  their  strength.  Excluding  cars, 
buying  rose  only  0.2%-.  And  the  Commerce  Dept.  revised 
July  spending  sharply  lower  to  show  a  0.5%  increase 
instead  of  the  strong  0.9%  gain  reported  originally. 

Discounting  also  helped  August's  clothing  sales,  which 
soared  1.1%,  while  lower  interest  rates  and  the  rebound 
in  housing  gave  a  lift  to  sales  of  nonauto  durable  goods. 

But  housing  had  a  setback  in  August,  which  may 
crimp  hardgoods  sales  later  on.  After  rising  7.4%-  in  June 
and  1.3%  in  July,  housing  starts  fell  back  5%  in  August 
to  an  annual  rate  of  1.35  million.  However,  some  of  that 
weakness  may  be  temporary.  The  Northeast,  blanketed 
by  heavy  rains,  accounted  for  77%'  of  the  decline. 

I DON'T  The  breakdown  of  August  retail  sales 

EXPECT  shows  consumers  still  spending  cautious- 
BOOMING  ly  but  buying  enough  to  keep  inventories 
OUTPUT  under  control.  It  didn't  seem  that  way  in 
July.  Inventories  at  manufacturers,  wholesalers,  and  re- 
tailers surged  0.6%o  in  that  month,  to  $785.5  billion,  while 
business  sales  plunged  0.9%,  to  $511.1  billion. 

As  a  result,  the  ratio  of  inventories  to  sales — the  num- 
ber of  months  required  to  liquidate  existing  stockpiles — 
jumped  to  1.54,  a  2y2-year  high.  However,  overflowing 
car  lots  fueled  the  inventory  rise,  and  fewer  factory 
shipments  of  both  cars  and  aircraft  depressed  sales. 
Excluding  those  factors,  the  ratio  rose  only  a  little  dur- 
ing the  summer  (chart).  So,  with  inventories  in  good 
shape,  manufacturers  have  little  reason  to  slash  output. 

However,  any  gains  in  industrial  output  will  be  hard  to 
come  by.  In  August,  production  at  the  nation's  factories. 
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mines,  and  utilities  rose  0.3%.  Again,  however,  onetime 
factors  overstate  the  gains.  Mine  output  jumped  2.3%,  as 
striking  coal  miners  went  back  to  work.  And  auto  pro- 
duction bounced  back  from  July's  19-month  low. 

In  the  factory  sector  alone,  production  rose  a  slim  0.27" 
following  no  change  in  July.  Since  April,  manufacturing 
output  has  grown  at  a  weak  1.8%  annual  rate.  That's 
quite  a  slide  from  the  3.5%  pace  of  the  previous  four 
months  and  the  5.3%-  gain  for  all  of  1988. 

Auto  makers  have  suffered  most.  True,  August  car 
output  jumped  3.7%,  as  Detroit  raised  production  sched- 
ules for  1990  models.  But  auto  production  has  fallen  at  a 
13.1%'  annual  rate  since  December.  And  fourth-quarter 
production  plans  are  lackluster.  Factor  in  Detroit's  im- 
pact on  supplier  industries  such  as  steel,  glass,  and 
plastics,  and  it's  easy  to  see  how  factory  output  will  stay 
sluggish  for  the  rest  of  the  year. 

EXPORTS  A  slower  pace  in  export  growth  is  also 
SLIDE,  hitting  U.  S.  manufacturers.  In  July,  ex- 

AS  DO  ports  dropped  1.8%,  to  $30.7  billion.  Farm 

IMPORTS  exports  fell  sharply,  but  outgoing  ship- 
ments of  manufactured  goods  also  declined. 

The  slowdown  in  the  U.  S.  industrial  sector  is  hurting 
foreign  manufacturers,  too.  Imports  of  industrial  sup- 
plies and  capital  goods  fell  sharply  in  both  June  and 
July.  As  a  result,  total  imports  shrank  by  2.5%  in  July,  to 
$38.3  billion,  following  a  3.17^  drop  in  June. 

The  large  drop  in  imports  narrowed  the  merchandise 
trade  deficit  to  $7.6  billion  in  July,  from  June's  $8  billion. 
But  it's  unlikely  that  such  improvement  will  continue. 

Gains  in  consumer  spending  will  certainly  draw  in 
more  imports.  And  much  of  the  big  second-half  boost  in 
service  industries'  capital  spending  plans  will  go  for 
computer  equipment — a  big  import  item. 

Moreover,  the  strengthening  of  the  U.  S.  dollar  since 
December  will  make  our  goods  more  expensive  on  world 
markets.  Already,  export  growth  has  dropped  to  an  an- 


nual rate  of  11.4%'  for  the  first  seven  months  of 
year,  compared  with  a  19.3%  pace  for  all  of  1988. 

The  weakness  in  the  industrial  sector  has  eased  capaci 
ty  constraints  that  threatened  to  heat  up  inflation  earliei 
in  the  year.  In  August,  industrial  operating  rates  stooc 
at  83.8%,  unchanged  from  July,  but  down  from  then 
high  for  this  expansion  of  84.3%-  in  December. 


THE  FED 
STILL 
ISN'T 
PLEASED 


MATERIALS  LEAD  THE 
INDUSTRIAL  SLOWDOWN 


As  output  gains  level  off  for  the  rest  o: 
the  year,  capacity  usage  will  ease  stil 
more,  further  reducing  inflation  pressure 
That's  already  the  case  further  back  i 
the  production  process.  Manufacturers  of  finished  good; 
have  cut  their  demand  for  input  materials  and  supplies  jl 
As  a  result,  growth  of  both  output  and  prices  in  t 
materials  sector  is  slackening  (chart).  In  August,  prices 
of  intermediate  materials,  excluding  food  and  energy 
fell  0.1%,  their  third  consecutive  monthly  decline. 

Falling  materials  prices 
should  help  to  moderate  infla- 
tion at  the  producer  level  later 
on.  For  now,  though,  prices  are 
still  rising  much  faster  than  the 
Fed  probably  wants. 

In  August,  finished-goods 
costs  did  drop  0.4%,  the  same  as 
in  July.  But  again,  falling  ener- 
gy prices  were  mainly  responsi- 
ble. Excluding  both  food  and  en- 
ergy, prices  rose  0.5%  in  August 
and  have  risen  by  4.2%'  over  the  past  12  months.  That's 
faster  than  the  previous  year's  3.6%  pace. 

The  sharp  rise  in  August  in  wholesale  prices  of  sucl 
goods  as  apparel,  prescription  drugs,  and  cosmetic 
means  that  inflation  at  the  consumer  level  will  get 
boost  a  little  later  this  year,  as  retailers  pass  along  th 
hikes.  So  even  though  the  industrial  sector  is  shifting 
a  lower  gear,  inflation  is  not  yet  licked. 
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THE  WEEK  AHEAD 


CAR  SALES 


Monday,  Sept.  25,  Jt:15  p.  m. 
New  doiTiestically  made  cars  probably 
sold  at  an  annual  rate  of  about  7.3  mil- 
lion during  the  middle  ten  selling  days  of 
September.  Sales  were  at  a  sluggish 
pace  of  6.7  million  in  early  September, 
down  sharply  from  their  August  rate  of 
8.3  million.  Auto  makers  are  now  phas- 
ing out  their  financing  deals  on  1989 
models,  and  this  has  helped  produce  the 
lackluster  sales  so  far  in  September. 

DURABLE  GOODS  ORDERS  

Tuesday,  Sept.  26,  8:30  a.m. 
New  orders  placed  at  durable-goods 
manufacturers  likely  increased  by  about 
1.5%  in  August.  Changes  in  hardgoods 


bookings  are  very  volatile:  Orders  plum- 
meted 2.2%  in  July,  after  jumping  1.3% 
in  June.  In  August,  military  orders  prob- 
ably rebounded  after  falling  14.5%  in 
July,  and  demand  for  new  cars  likely 
increased.  New  orders,  excluding  those 
for  aircraft,  have  been  weak  so  far  this 
year.  This  has  cut  into  the  backlog  of 
orders  that  manufacturers  now  hold. 
Unfilled  orders  for  hardgoods  other  than 
aircraft  are  up  just  1%  from  a  year  ago. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Sept.  28,  8:30  a.m. 
New  claims  for  state  unemployment  in- 
surance benefits  probably  rose  to  an  an- 
nual rate  of  330,000  for  the  week  ended 
Sept.  16,  compared  with  the  319,000  an- 
nual pace  for  the  week  ended  Sept.  2. 


Most  of  the  increase  was  caused  by  arl 
expected  drop  in  claims  during  the  pre! 
ceding  week,  which  included  the  Labof 
Day  holiday.  Claims  generally  fall  whei] 
the  workweek  has  only  four  days. 

LEADING  INDICATORS  

Friday,  Sept.  29,  8:30  a.  m. 
The  composite  index  of  leading  indicaj 
tors  likely  rose  0.47f  in  August,  after  i 
0.2%  gain  in  July.  Higher  stock  prices 
and  building  permits,  a  drop  in  jobless 
claims,  and  faster  growth  in  the  monej, 
supply  offset  a  drop  in  the  factory  work 
week  and  falling  consumer  expectations: 
The  index  has  pointed  to  weak  growtl 
during  all  of  this  year.  The  expected  Au 
gust  gain  would  still  place  the  index  Vf 
below  its  record  high  posted  in  Januaryij 


i 
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whoever  said  it's  a  small  world  must  have  been  trying 
)  call  with  our  competition.  Because  there  are  over  45 
ountries  they  don't  reach.  With  AT&T,  your  international 
ailing  needs  can  grow  right  along  with  your  business. 
)nly  AT&T's  Worldwide  Intelligent  Network  lets  you  call 
learly  and  quickly  to  over  200  countries.  Because  no  one 
Ise  gives  you  AT&T's  commitment  to  quality  Or  service. 

So  why  use  someone  who  doesn't  see  the  world 
)f  opportunity  quite  as  big  as  you  do? 


For  more  information,  call  an  AT&T  representative 
at  1  800  222-0400,  Ext.  1277. 


AT&T 

The  right  choice. 


)  1989  AT&T 


RETAILING  I 


OCTOBER  2,  1989 


BREATHING 
EASIER 

HOW  CAMPEAU'S  EXIT  COULD  HELP  RETAILERS 


s  Robert  Campeau  was  scram- 
bling  to  find  cash  for  his  teeter- 
^^^^  ing  retail  operations,  David  R. 
Huhn,  the  new  chairman  of  Mercantile 
Stores  Co.,  found  himself  seated  on  a 
plane  next  to  a  Campeau  supplier.  Guess 
what  they  discussed.  "He  said  [Campeau 
stores]  owed  him  money,"  recalls  Huhn, 
a  Campeau  rival  in  cities  such  as  Cincin- 
nati. "But  the  fellow  wasn't  completely 
alarmed." 

It  turns  out  the  supplier's  trust  wasn't 
misplaced.  Campeau  Corp.  announced  on 
Sept.  19  that  Olympia  &  York  Develop- 
ments Ltd.  (O&Y),  owned  by  the  wealthy 
Reichmann  family  of  Toronto,  had 
agreed  to  an  emergency  $250  million 
loan  needed  to  avoid  a  cash  crisis  at 
Campeau's  nine  department-store  divi- 
sions. As  expected,  the  bailout  came  at  a 
huge  personal  price  to  Campeau:  He  no 
longer  controls  his  company.  An  O&Y  ex- 
ecutive, Lionel  G.  Dodd,  was  named 
chairman  of  a  four-man  committee 
formed  to  oversee  the  restructuring  of 
the  debt-laden  empire.  Pointedly,  Cam- 
peau was  left  off  the  panel. 

Disappointing  as  it  is  for  Campeau, 


his  reduced  role  bodes  well  for  the  retail 
industry  generally — if  the  Reichmanns 
succeed  in  stabilizing  the  company.  The 
Campeau  stores  represent  a  powerful 
force  in  the  market:  Their  collective  $7.1 
billion  in  sales  last  year  accounted  for 
about  17%  of  total  sales  for  the  major 
upscale  department  store  chains.  Al- 
ready, O&Y  executives  have  begun  reas- 
suring nervous  suppliers  and  employees 
that  Federated  Department  Stores  Inc. 
and  Allied  Stores  Corp.  are  back  to  busi- 
ness as  usual.  Whether  customers  be- 
lieve that  message  may  prove  critical  to 
the  entire  retail  industry  as  it  enters  the 
vital  fall  and  Christmas  seasons,  when 
general  merchandise  retailers  register 
up  to  one-third  of  their  annual  sales  and 
half  of  their  profits. 
SNOWBALL  EFFECT.  Why  is  Campeau's 
fate  so  important  to  its  competitors? 
Two  reasons.  Key  vendors  were  already 
running  scared,  and  many  had  stopped 
shipping  goods  to  Campeau's  stores  un- 
til they  received  definitive  reassurances 
that  they  would  be  paid.  If  those  ship- 
ments aren't  moving  again  soon,  the 
merchandise  that  doesn't  get  absorbed 
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by  other  department  stores  could  end  u  !  - 
in  discount  channels.  And  that  coul  j 
force  department  stores  to  slash  price 
to  stay  competitive.  There's  also  the  dai  fifits 
ger  that  a  listing  Campeau  could  touc  a  ear 
off  preholiday  price  wars  if  Federate  nior 
and  Allied  divisions  stai 
cutting  prices  to  pun) 
up  cash  flow.  Depar 
ment  stores  desperatel 
want  to  avoid  either  so 
nario  because  if  the 
can't  hold  the  lir 
on  prices,  prof 
margins  will  suffe 
Campeau's  riva! 
worry  about  th 
snowballing  effect  of 
the  bad  news  on  the  i) 
dustry  and  the  econonvi 
Headlines  not  only  haV 
shouted  out  Campeau 
woes,  but  they  also  hav 
highlighted  the  problen' 
of  Australia's  Hooke 
Corp.,  which  recentl 
sheltered  its  Bonwit  Tel 
\  /  er  and  B.  Altman  &  O 
/  department  stores  und( 
Chapter  11  protection.  I, 
^  a  move  to  calm  invest( 
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R.  H.  Macy  &  Co.,  another  debt- 
department-store  chain,  on  Sept. 
leased  a  letter  to  investors  under- 
ig  its  financial  health.  It  stated  that 
ic  earnings  were  up  10%,  to  $925 
n  for  the  year  ended  July  29. 
id,  the  new  man  at  Campeau 
's  controls,  will  work  with  O&Y's 
tment  banker,  Merrill 
1  &  Co.,  and  consultants 
McKinsey  &  Co.  to 
a  new  strategy.  That 
not  be  completed  until 
the  Christmas  sales 
is  over.  Yet  a  source 
to  Campeau  Corp.  pre- 
that  Dodd  will  recom- 
putting  several  of  the 
rated  and  Allied  divi- 
on  the  block — in  addi- 
0  the  flagship  Blooming- 
chain,  already  for  sale. 
RARIANS.  Such  a  move 
s  sense.  After  all,  O&Y  chiefs  Paul 
Albert  Reichmann — and  Dodd — 
no  background  in  retailing.  And 
:e  Campeau's  stumble,  there  are 
ilenty  of  potential  buyers  willing  to 
jood  prices  for  quality  Campeau- 
d  department-store  chains,  such  as 
5  in  Atlanta,  Burdines  in  Florida, 


and   The   Bon   Marche   in  Seattle. 

But  the  Reichmanns  just  might  con- 
found conventional  wisdom  and  decide  to 
stay  in  the  retail  business.  They've  made 
risky  contrarian  moves  before.  And 
they've  played  for  long-term  gain.  Con- 
sider their  big  move  into  Manhattan  real 
estate  in  1976,  when  the  city  was  flirting 


THREE'S  A  CROWD:  PAUL  AND  ALBERT  REICHMANN  AGREED  TO  A  $250 
MILLION  LOAN,  BUT  ROBERT  CAMPEAU  WAS  OUSTED  IN  THE  BARGAIN 


with  bankruptcy.  Or  their  $2.8  billion 
plunge  into  the  oil  patch  in  1985  when 
they  acquired  control  of  Gulf  Canada 
Resources  Ltd.  for  $3  billion.  That  buy 
came  just  before  oil  prices  plummeted 
worldwide.  Gulf  Canada  got  beat  up  like 
most  oil  companies,  but  the  Reichmanns 
held  on  and  have  recently  boosted  their 


stake  to  74%  of  the  company's  stock. 

Ironically,  Campeau's  troubles  come 
at  a  time  when  department  stores  should 
be  sitting  pretty.  They're  in  a  good  posi- 
tion to  capitalize  on  this  year's  strong 
apparel  sales  because  over  the  past  de- 
cade, most  have  shifted  their  merchan- 
dise mix  away  from  hardgoods  to  high- 
er-margin clothing  lines  and  home 
furnishings  (charts).  Though  consumer 
spending  has  been  softening  since 
spring,  the  brunt  of  the  impact  has  been 
on  autos  and  such  consumer  durables  as 
appliances. 

HARD  LESSONS.  Campeau's  huge  $10.9 
billion  debt  kept  its  stores  from  exploit- 
ing these  potentially  good  times.  Feder- 
ated and  Allied  divisions  needed  money 
not  only  to  fund  the  peak  inventory- 
building  period  but  also  for  a  number  of 
big  longer-term  projects,  such  as  devel- 
oping private-label  fashions,  switching 
sales  staff  to  commissions,  and  remodel- 
ing and  opening  stores.  "You  need  a 
substantial  amount  of  working  capital  to 
operate  these  retail  businesses,"  says 
Stephanie  M.  Shern,  national  director  of 
retail  services  for  accountants  Ernst  & 
Young.  "When  you  are  dealing  with  ma- 
ture businesses,  such  as  those  in  the 
Federated  organization,  it's  difficult  to 
add  leverage." 

Campeau  learned  that  the  hard  way. 
In  announcing  the  O&Y  loan  bailout, 
Campeau  disclosed  that  a  new  chief  ex- 
ecutive and  chief  financial  officer  will  be 
hired  to  oversee  day-to-day  retail  opera- 
tions. But  as  the  cast  of  characters  in 
the  Campeau  drama  work  behind  the 
scenes,  onstage  the  show  must  go  on. 
Bloomingdale's  just  launched  an  exten- 
sive "Vive  La  France"  promotion  of 
French  merchandise  to  build  momentum 
into  the  fall.  And  the  cash  crunch  didn't 
delay  the  Sept.  14  opening  of 
a  glitzy  Abraham  &  Straus 
department  store  in  midtown 
Manhattan,  a  block  from 
Macy's  main  Herald  Square 
store. 

The  $250  million  Reich- 
mann loan  will  buy  the  Cam- 
peau stores  time.  Now  that 
the  Reichmanns  have  placed 
their  money  and  reputation 
on  the  line  in  the  Campeau 
rescue  effort,  suppliers  are 
breathing  somewhat  easier — 
though  many  still  want  cash 
up  front.  But  with  all  the  hoopla  and 
expense  of  the  Christmas  season  com- 
ing, the  money  won't  last  long.  Then  the 
Reichmanns  will  have  to  decide  once  and 
for  all  whether  the  house  of  cards  Cam- 
peau erected  will  stand  on  its  own. 

By  Amy  Dunkin  in  New  York  and 
Chuck  Hawkins  in  Atlanta 


BUSINESS  WEEK/OCTOBER  2,  1 989  29 


RETAILING  I 


LOOK  WHO  WANTS  TO  TRY 
BIOOMIE'S  ON  FOR  SIZE 


Little-known  mall  developer  Crown  American  may  crash  the  big  time 


A couple  of  weeks 
back,  when  word 
leaked  out  that 
Bloomingdale's  was  going 
on  the  block,  the  first  of- 
fer came  from  a  surprise 
bidder.  Even  before  the 
department  store  chain's 
troubled  owner,  Campeau 
Corp.,  had  a  chance  to  cir- 
culate a  prospectus,  Frank 
J.  Pasquerilla  offered  to 
shell  out  at  least  $1  billion. 
Frank  who? 

The  Johnstown  (Pa.) 
shopping  mall  developer 
may  not  be  known  as  a 
high  roller.  But  don't 
count  him  out.  He's  one  of 
the  few  developers  to  suc- 
cessfully run  a  retail 
chain.  He  also  was  the 
first:  In  1979,  Pasqueril- 
la's  privately  held  Crown 
American  Corp.  paid  $35 
million  for  Hess's  Depart- 
ment Stores  Inc.  of  Allen- 
town,  Pa.  Since  then, 
Hess's  has  grown  from  17 
stores  to  a  chain  of  76  that 
stretches  from  Utica, 
N.Y.,  to  Rome,  Ga. 
(chart).  Sales  for  the 
stores  have  nearly  tripled, 
to  $613  million. 

Buying  Bloomingdale's  would  vault 
low-key  Crown  American  into  the  upper 
echelon  of  department-store  retailing. 
Until  now,  Crown,  the  nation's  fifth-larg- 
est mall-development  company,  has 
steered  clear  of  major  metropolitan  ar- 
eas. Pasquerilla's  30  malls,  19  hotels, 
and  the  Hess's  stores  are  located  in 
small  Northeastern  and  Southern  cities. 
But  he  thinks  Bloomingdale's  would  give 
Crown  the  ticket  it  needs  to  anchor 
malls  in  at  least  10  big  cities.  "Blooming- 
dale's has  a  great  franchise,"  he  says, 
"national  or  international." 

Robert  Campeau  had  the  same  idea 
when  he  acquired  Bloomingdale's  in  1988 
as  part  of  his  $6.7  billion  deal  for  Feder- 
ated Department  Stores  Inc.  But  his  em- 
pire, including  Federated  and  Allied 
Stores  Corp.,  is  faltering  under  billions 
of  debt.  Indeed,  Campeau  is  not  the  only 
real-estate  tycoon  to  struggle  in  retail- 
ing. Many  of  Australian-based  Hooker 


CEO  PASQUERILLA:  READY  TO  BUILD  ON  HIS  SUCCESS  AT  HESS'S 


Corp.'s  U.  S.  operations,  including  Bon- 
wit  Teller  and  B.  Altman  &  Co.,  have 
filed  for  Chapter  11  protection.  Hooker 
fell  on  hard  times  because  of  stifling 
debt,  overambitious  expansion,  and 
weak  franchises.  Similarly,  Philadelphia- 
based  developer  Kevin  F.  Donohoe's 
Miller  &  Rhoads  Inc.  chain,  based  in 
Richmond,  Va.,  fell  into  Chapter  11. 

So  what  is  Pasquerilla's  secret  for  suc- 
cess? In  Hess's,  he 
bought  a  strong  retailer 
that  hasn't  blurred  its  fo- 
cus. It  has  opened  stores 
only  in  medium-size  mar- 
kets of  100,000  to  1  mil- 
lion— areas  mostly  ig- 
nored by  the  big  chains. 
And  it  sizes  its  stores  to 
match:  Most  are  65,000  to 
80,000  square  feet,  about 
50%  smaller  than  the  av- 
erage mall  anchor.  Small- 
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er  stores  mean  less  overhead  and  lesi 
inventory.  What's  more,  Pasquerilli 
hasn't  forced  Hess's  to  anchor  any  of  hi 
new  malls  in  markets  that  don't  mee 
the  chain's  criteria.  "We're  not  liki 
Hooker  or  Campeau.  They  didn't  under 
stand  the  business  they  were  gettini 
into,"  says  Hess's  President  Irwii 
Greenberg. 

Crown  American,  which  funds  acquisi 
tions  internally,  didn't  burden  Hess'i  i 
with  debt,  either.  All  of  the  retailer'i : 
operating  profits — $13  million  in  1988-  t 
have  been  plowed  into  new  stores  am  ; 
modernization.  To  expand  Hess's  south  b 
ward,  Crown  bought  several  chains,  in  r 
eluding  Miller's  Inc.  Stores  in  Knoxville : 
Tenn.,  and  Snyder's  Inc.  in  Louisville 
The  deals  added  30  stores  to  the  chain,  fefl 
Pasquerilla  also  managed  to  hang  oi  KfKi 
to  Hess's  top  management,  includinj  fiffl?'^ 
Greenberg,  who  still  exerts  almost  tota  b 
operating  control.  "Everyone  though  »!  W 
we  were  nuts  when  we  bought  a  retail  ftte 
er,"  recalls  Pasquerilla.  "My  idea  wa;  i.rjet 
not  to  mix  the  businesses.  That's  easy  t(  ; 
say,  but  we  followed  it." 

Indeed,  Pasquerilla  says  a  Crown  dea  im' 
for  Bloomingdale's  hinges  on  Chairmai  Sliasi 
Marvin  S.  Traub  and  his  managemen  [nSoi 
team  staying  on.  If  his  bid  fails,  Pas  r-.mis 
querilla  doesn't  rule  out  joining  witl  hmge 
Traub,  who  is  trying  to  put  together  hii  £3  nti 
own  investment  group  to  buy  Bloomie's  »hic  ] 
Even  if  Crown  doesn't  win  Blooming  listp 
dale's,  Pasquerilla,  63,  still  has  showi  .iel 
his  willingness  to  spend  big.  He  re 
veals — without  naming  names — that  sev  mti 
eral  other  Campeau  chains  "are  on  mj 
wish  list."  But  Crown  doesn't  want  trou  ; , 
bled  retailers.  "Developers  can't  admin  mjo 
ister  CPR  to  retailers,"  says  Pasquerilla'i  dji 
son,  Mark,  Crown's  executive  vice-presi  m\ 
dent  for  operations.  "We  want  chain:  -  t' 
that  can  grow." 

Growth  has  been  the  elder  Pasqueril  ^ain 
la's  driving  force  since  1951,  when  h( 
joined  the  former  Crown  Constructioi  mss 
Co.,  a  masonry  contractor  that  got  it;  -vp 
start  building  shopping  centers  for  th( 
likes  of  Edward  J.  DeBartolo  Sr.  Pasr 
querilla,  son  of  a  Johnstown  coal  miner|  i 
forecasts  that  Crown  will  double  its  as"!: 
sets,  to  $2  billion,  by  1991  through  inter] 
nal  growth.  BUSINESS  WEEK  estimatei 
his  net  worth  at  mor<| 
than  $500  million. 

Pasquerilla's  bid  fo 
Bloomie's    "shows  hi 
wants  to  play  in  the  bijfe 
leagues,"    says  Fre<i 
Marx,  a  Detroit  retail 
consultant.  After  morf 
than  30  years  in  the  mi| 
nors,  he  has  earned 
shot. 

By  Michael  Schroeder  ii^ 
Pittsburgh 


Commentary/by  Douglas  A.  Harbrecht 

FIXING  THE  DEFICIT:  WHERE  THERE'S 
NO  WILL,  THERE'S  NO  WAY 


's  known  as  the  Big  Fiscal  Fix. 
ometime  soon,  the  reality  of  an 
itractable  budget  deficit  will  cause 
jpublican  President  and  a  Demo- 
ic  Congress  to  come  to  their 
es.  The  Democrats  will  accept  big 
in  social  programs,  and  the  man  in 
iVhite  House  will  mumble  "yes"  to 
taxes.  Then,  interest  rates  will 
ge,  the  stock  market  will  soar,  and 
iconomy  will  gain  new  life, 
fice  of  Management  &  Budget  Di- 
>r  Richard  G.  Darman  has  been 
ing  variations  of  this  scenario  for 
5.  And  when  he  engineered  a  feel- 
budget  agreement  last  April, 
blossomed  anew  for  the  Big  Fix. 
rget  it.  It's  not  going  to  happen 
year,  and  probably  not  next  year, 
r.  The  catastrophe  known  as  the 
icare  Catastrophic  Coverage  Act  of 
has  chilled  chances  for  rein- 
in  Social  Security  and  medi- 
cost^  anytime  soon. 
^AGED  SENIORS.  A  grass- 
>  rebellion  against  the  cata- 
)hic  program  and  the  new 
hat  pays  for  it  has  Congress 
the  White  House  in  full  re- 
Upper-income  old  folks  are 
iged  by  a  tax  of  up  to  $800  a 
m  to  fund  the  new  benefits, 
thanks  to  their  penchant  for 
ing  out  at  the  polls,  seniors 
;  disproportionate  clout, 
ices  are  growing  that  Con- 
s  will  repeal  the  program, 
le  episode  points  up  an  essential 
cy  behind  the  Big  Fix:  It  blithely 
mes  that  new  taxes  will  induce 
jress  to  cut  social  programs.  In 
even  if  George  Bush  were  to 
e  to  increase  taxes,  it's  highly  un- 
Y  that  Capitol  Hill  would  recipro- 
by  cutting  so-called  entitlement 
rams.  Social  Security  and  medi- 
account  for  53%  of  all  nondefense 
ding  other  than  interest  payments, 
her  attempts  to  hold  down  outlaj'S 
out  cutting  benefits  simply  haven't 
ced.  Despite  repeated  efforts  to 
eze  pajrments  to  doctors  and  hos- 
s,  medicare  costs  have  risen  by  an 
age  of  8.5%  a  year  since  1984.  And 
)ptions  are  even  more  limited  with 
il  Security:  The  only  way  to  save 
ey  is  to  trim  some  promised  pay- 
ts  to  retirees. 

•liticians  regard  even  talking  about 
il  Security  cuts  as  extremely  risky. 


After  the  catastrophic  insurance  revolt, 
you  can  make  that  suicidal.  "What's 
happened  with  the  catastrophic  health 
bill  is  a  microcosm  of  budget  politics," 
says  Stanley  Collender  of  Price  Water- 
house.  "You  had  a  very  typical  entitle- 
ment program,  where  the  elderly  want- 
ed the  benefits  but  not  the  cost." 

The  catastrophic  mess  seems  not 
only  to  have  killed  the  idea  of  a  direct 
cut  in  benefits  but  of  the  leading  alter- 
native: taxing  the  Social  Security  bene- 
fits of  the  high-income  elderly.  Cur- 
rently, individual  retirees  with  more 
than  $25,000  in  income  must  pay  taxes 
on  half  of  their  benefits.  Just  taxing 
these  folks  on  the  full  value  of  their 
benefits  would  raise  $127  billion  over 
five  years.  But  that  seems  wildly  im- 
probable after  the  catastrophic  fiasco. 

The  seniors  aren't  the  only  problem. 


The  Big  Fix  scenario  presumes  that  an 
outside  event — chaos  in  the  financial 
markets  or  the  collapse  of  the  dollar 
brought  on  by  concern  over  the  defi- 
cit— would  force  bold  action.  Instead, 
the  dollar  is  rising,  interest  rates  are 
coming  down,  the  stock  market  is  up 
sharply — and  the  deficit  seems  stuck  at 
$150  billion.  Besides,  even  after  the 
1987  stock  market  crash.  Congress  and 
the  Reagan  Administration  came  up 
with  only  a  modest  budget  deal  that 
failed  to  make  a  dent  in  the  deficit. 
Still,  the  markets  recovered. 

The  catastrophic  uprising  caused 
Congress  and  the  Administration  to 
lose  what  little  nerve  they  had  for  re- 
sponsible budget  action.  If  politicians 
are  going  to  turn  tail  at  the  first  flak 
from  a  noisy  interest  group.  Bush  will 
find  himself  in  the  same  situation  as 
Ronald  Reagan:  prajdng  that  economic 
grovrth  alone  will  cure  the  deficit. 


MONEY  LAUNDERING  I 


THE  DRUG  WAR- 
EUROPEAN  STYLE 


New  cash  controls  may  help 
pick  up  the  trail  of  dirty  money 


For  years  they  paid  scant  attention 
to  the  problem.  But  suddenly,  Eu- 
ropean governments  are  enlisting 
in  the  U.  S.-led  drive  to  crack  down  on 
the  $300  billion  the  Drug  Enforcement 
Administration  estimates  is  laundered 
by  drug  lords  each  year. 

The  newfound  sense  of  urgency  re- 
flects European  concern  that  Colombian 
cocaine  producers  have  targeted  their 
countries  as  the  next  hot-growth  mar- 
ket, now  that  the  U.  S.  may  be  approach- 
ing saturation  with  annual  cocaine  con- 
sumption of  as  much  as  150  tons. 
Already,  coke  is  entering  the  European 
Community  through  Spain  and  Italy  in  a 
big  way.  And  with  all  EC  barriers  to  capi- 
tal flows  set  to  come  down  next  July, 
the  Europeans  fear  they'll  lose  control 
over  drug  dollars  unless  they  act  now. 

Efforts  to  coordinate  policies  are  still 
at  an  early  stage.  On  Sept.  18,  experts 
from  14  countries  and  the  EC  met  in  Par- 
is to  craft  a  joint  strategy.  The  task 
force  is  due  to  come  up  with  a  detailed 
plan  of  action  by  next  spring.  The  group 
has  an  ambitious  agenda:  to  harmonize 
criminal  codes  and  set  up  a  vast  network 
of  information  on  large  capital  flows, 
while  forcing  banks  to  cooperate  by  cur- 
tailing bank  secrecy.  Says  French  Fi- 
nance Minister  Pierre  Beregovoy:  "Ab- 
solute banking  secrecy  and  the  war  on 
drugs  are  incompatible." 
JAIL  TIME.  The  willingness  to  crack  down 
has  been  fueled  by  several  revelations 
about  money  laundering  that  have 
shocked  public  opinion.  The  scandals 
moved  Italy  recently  to  impose  a  rule 
that  every  cash  transfer  over  $7,000  be 
reported.  France  says  it  will  soon  follow 
suit.  "This  is  music  to  our  ears,"  says  a 
senior  U.  S.  law  enforcement  official. 

European  attitudes  have  changed  so 
much  that  even  Switzerland  is  clamping 
down.  A  new  Swiss  law  now  being  pre- 
pared would  impose  jail  sentences  for 
helping  hide  funds  of  criminal  origin. 
That,  in  turn,  would  let  authorities  open 
previously  secret  bank  records.  Swiss 
banks  approve,  because  scandals  are 
hurting  their  reputations.  Says  Robert 
A.  Jeker,  president  of  Credit  Suisse: 
"It's  very  much  in  the  banks'  own  inter- 
ests to  avoid  being  used  by  criminals." 

The  U.  S.  wants  as  many  countries  as 
possible  to  demand  that  banks  report 
cash  deposits  over  a  certain  amount,  a 
rule  the  U.  S.  imposed  in  1986.  But  Ger- 
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many,  Luxembourg,  and  Austria,  among 
others,  are  still  resisting.  Critics  argue 
that  the  U.  S.  Treasury  is  swamped  with 
bank  reports  that  help  little  in  prosecut- 
ing the  drug  barons.  Even  Lamberto 
Dini,  deputy  governor  of  Bank  of  Italy, 
worries:  "It  will  be  like  stopping  all  the 
traffic  out  there  to  find  one  stolen  car." 
NEW  BARRIERS.  Not  SO,  maintains  Salva- 
tore  R.  Martoche,  Assistant  Secretary 
for  Enforcement  at  the  U.  S.  Treasury. 
He  points  to  Operation  Polar  Cap,  in 
which  Banco  de  Occidente  (Panama)  in 
August  pleaded  guilty  to  laundering 
funds.  He  claims  Polar  Cap  wouldn't 


have  worked  without  currency  reports 
and  a  key  tip  from  a  major  bank. 

Even  if  every  major  nation  joins  the 
U.  S.  in  its  crusade,  other  obstacles  lie 
ahead.  For  one,  smaller  countries  are 
actually  stiffening  bank  secrecy  laws. 
Yves  Mersch,  Luxembourg's  treasury  di- 
rector, says  that  reporting  rules  don't 
stop  money  laundering:  "That's  just  bu- 
reaucracy." But  for  U.  S.  officials,  long 
frustrated  at  losing  the  trail  of  dirty 
money  overseas,  the  new  cooperation  is 
still  a  big  step  forward. 
By  Blanca  Riemer  in  Paris,  with  John  Rossant 
in  Rome  and  Paula  Dirijer  in  Washington 


AIRLINES  I 


THE  HEAT  IS  ON 
AIRLINE  DEALS 


Transportation  Secretary  Skinner 
roasts  the  buyout  binge 


As  takeovers  real  and  rumored 
sweep  the  airline  industry,  inves- 
tors have  cheered  the  bids  for 
Northwest  Airlines  Inc.  and  United  Air- 
lines Inc.  but  wondered  whether  Trans- 
portation Secretary  Samuel  K.  Skinner 
would  try  to  spoil  the  game.  So  it  was  no 
surprise  when  Skinner  on  Sept.  19  fulmi- 
nated in  a  speech  against  the  dangers 
that  excessive  debt  and  foreign  invest- 
ment posed  to  U.  S.  airlines. 

That  rhetorical  blast  is  probably  just 
the  beginning.  Within  weeks,  the  Trans- 
portation Dept.  should  sign  off  on  the 
$3.65  billion  buyout  of  nwa  Inc.,  parent 
of  Northwest  Airlines,  by  an  investor 


group  including  KLM-Royal  Dutch  Air- 
lines and  led  by  Los  Angeles  financier 
Alfred  A.  Checchi.  But  approval  may  not 
come  without  some  strings.  BUSINESS 
WEEK  has  learned  from  government 
sources  that  Transportation  is  consider- 
ing demanding  that: 

■  Northwest  make  monthly  reports  on 
its  cash  flow  and  profits — instead  of  the 
usual  quarterly  reports. 

■  The  carrier  give  DOT  notice  before  it 
sells  assets  worth  more  than  $50  million 
and  get  Transportation  approval  before 
it  refinances  any  of  its  almost  $3  billion 
in  debt. 

■  KLM  reduce  its  $400  million  cash  stake 
in  NWA  by  $225  million,  thus  limiting  its 
investment  to  25%  of  the  $700  million 
cash  outlay.  Transportation  will  also 
seek  to  block  KLM  representation  on 
Northwest's  board. 

Skinner's  intention  isn't  to  blow  Chec- 
chi's  deal — and  it's  not  entirely  clear  he 
could  even  if  he  wanted  to.  The  company 
has  already  gone  private,  and  Checchi 
and  his  executives  have  been  cooperat- 
ing all  along.  But  the  Secretary  is  deter- 


mined to  show  that  there's  more  tha 
rhetoric  behind  the  Administration's  cor 
cern  over  airline  buyouts  and  their  imp] 
cations  for  airline  safety 

Whether  Transportation  imposes  thes 
conditions  or  not,  it's  clear  that  Skinnej 
intends  to  flex  his  regulatory  musclei 
What's  not  so  clear  is  just  how  far  h 
can  go.  Aviation  lawyer  Matthew  V.  So 
cozza,  a  former  Assistant  Transports  m 
tion  Secretary  for  policy,  argues  that  i  IweJ 
the  department  grows  concerned  over 
carrier's  finances,  it  can  order  a  "coi 
tinning  fitness  investigation"  and  « 
quire  the  airline  to  beef  up  its  financis 
position.  And  Transportation  can  revok 
a  carrier's  certificate  to  operate — thoug 
that's  a  weapon  so  potent  as  to  all  biAte. 
rule  out  its  use 

HOW  MUCH  CLOUT?  Since  this  is  largel 
uncharted  territory,  it's  possible  that  £ 
nanciers  such  as  Checchi  could  success 
fully  challenge  some  of  Transportation' 
requirements  in  court.  "Skinner  doesn' 
have  the  tools  to  use  against  leverage,!  bsb 
argues  Shearson  Lehman  Hutton  In( 
airline  observer  Robert  J.  Joedicke. 

The  issue  of  foreign  ownership  o 
U.S.  carriers  is  equally  murky.  Federa 
law  prohibits  overseas  investors  fron 
owning  more  than  25'7<  of  a  U.  S.  airline 
On  the  face  of  it,  klm's  stake  shoul 
pose  no  problem,  since  it  holds  only  4.35  mer.al 
of  NWA's  voting  shares.  Yet  it's  puttin] 
up  57%'  of  the  equity  in  the  buyout 
prompting  Transportation  to  wonder  i 
its  real  clout  in  the  company  will  be  fa 
larger  than  its  paper  ownership  implieA  at  tli 

Obviously,  if  Skinner  insists  tha 
klm's  cash  contribution  be  reduced,  tha  in 
could  force  the  Checchi  group  to  comi  )[( 
up  with  another  investor  or  put  up  mor 
cash  of  their  own.  Similarly,  such  ai  \^ 
interpretation  of  the  25%  rule  could  alsi 
force  a  restructuring  of  the  United  Air 
lines  buyout,  since  British  Airways  PL( 
is  putting  up  $750  million,  or  about  809  jji 
of  the  cash  outlay,  in  that  deal. 

Barring  foreign  airlines  from  U. 
carriers'  boardrooms  could  also  put 
crimp  in  the  airline  buyout  rage.  SucJ 
large  cash  investments  without  boari 
representation  could  make  deals  seem 
lot  less  appealing.  Checchi  declined  com 
ment.  United,  British  Airways,  and  KLI 
all  said  they  were  not  aware  of  any  nev 
interpretation  by  DOT  of  its  25%  rule. 

At  the  very  least.  Skinner's  apparen 
willingness  to  back  his  talk  with  actioi 
marks  a  break  from  eight  years  of  lais 
sez-faire  regulation.  "His  policy  seemi 
very  interventionist— and  not  at  all  Rea 
ganite,"  says  John  Murdock,  an  aviatioi 
lawyer  at  Heron,  Burchette,  Ruckert  i 
Rothwell  in  Washington.  Skinner's  activ 
ism  should  give  investors  pause. 

By  Seth  Payne  in  Washington,  with  bu 
reau  reports  ■'"raer 
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»  REFCO  HEIP  TAKE 

ICLE  SAM  TO  THE  CLEANERS? 


IRS  suspects  the  commodities  trader  had  a  role  in  a  major  scam 


few  years  back,  a  pair  of  Lon- 
idon  commodity  brokers  wooed 
m  wealthy  American  customers 
tales  that  sounded  too  good  to  be 
-trades  that  showed  tremendous 
.  on  tax  returns  but  no  debits  in 
accounts.  Trouble  is,  the  arrange- 

was  a  sham,  and  this  summer 
•rokers,  David  Lamb  and  Barry 
es,  pleaded  guilty  to  federal  crimi- 
larges  that  they  had  perpetrated  a 
asion  scheme  that  may  have  cost 

S.  government  hundreds  of  mil- 
af  dollars  in  lost  tax  revenue. 
W,  BUSINESS  WEEK  has 
'd  that  the  Internal  Revenue 
;e  is  focusing  on  the  role  of 
ation's  largest  commodities 
g  firm,  Refco  Group  Ltd.,  in 
g  Lamb  and  Hughes  conduct 
allegedly  fraudulent  trading 
le  from  1978  through  the  ear- 
?0s.  Refco  Group's  wealthy 
man,  47-year-old  Thomas 
er,  also  has  attracted  special 
ion.  The  reason:  He  person- 
raded  through  Lamb's  firm, 
in  &  Atlantic  Metal  Brokers, 
;ime  when  L&A  raised  suspi- 
at  the  Commodity  Exchange 
w  York.  Already,  the  iRS  is 
ng  a  partnership  calledRefco 

Ltd.  took  tax  deductions  on 
dly  phony  trades. 
lONTH.  Neither  the  IRS  nor 
ederal  Bureau  of  Investiga- 
;  commenting  officially.  But 
rce  close  to  the  probe  says 
g  records  show  that  Refco 
I  executed  numerous  ques- 
ile  trades  in  December,  1981, 
half  of  L&A  clients.  At  the 
Dittmer  and  Ray  E.  Fried- 
Refco  Group's  co-chairman, 
among  l&a's  largest  custom- 
ay  sources  who  have  seen 

trading  records, 
at's  more,  Mark  S.  Amies,  an 
trader,  acknowledges  that 
1  Refco  Group  brokered  for 
are  being  investigated  by  the 
id  the  FBI  special  agents  at 
loment."  He  adds;  "We  know 
hey're  very  interested  in  Mr. 
er.  They've  asked  various 
ons  regarding  accounts  he 
/ith  us."  Lamb  also  confirms 
but  wouldn't  comment  fur- 
m  Dittmer  or  Refco  Group. 
:mer  and  Friedman  couldn't 


be  reached  for  comment,  and  Refco 
Group's  president.  Tone  Grant,  did  not 
return  repeated  phone  calls.  But  it 
seems  to  make  for  another  embarrass- 
ing episode  for  Dittmer,  who  in  1979  and 
1983,  without  admitting  wrongdoing, 
agreed  to  six-month  trading  suspensions 
and  fines  to  settle  regulators'  charges  of 
sloppy  record-keeping  and  exceeding 
trading  limits.  In  1987,  court  records 
show,  he  had  to  pay  $30  million  to  two 
former  partners  who  claimed  he  wrong- 
fully dissolved  a  partnership.  Then 
there's  the  IRS  case  against  Refco  Foods: 


THE  LONDON  CONNECTION:  DODGING 
TAXES  THROUGH  PHONY  TRADING 


U.S.  customer  opens  an  account  with  London  brokers, 
then  wires  sum  of  money  to  be  "lost" 


London  broker  concocts  paperwork  showing  fake  com- 
modity trading  losses  and  sends  it  to  U.S.  client.  Broker 
also  returns  original  sum,  minus  a  10%  fee.  Client  files 
U.S.  tax  return  claiming  losses  to  cut  his  tax  bill 


It  alone  may  cost  Dittmer  millions  in 
back  taxes. 

Investigators  suspect  that  trades  be- 
tween L&A  and  Refco  were  an  illegiti- 
mate way  for  traders  to  claim  tax  losses 
in  1981.  That  year,  Congress  eliminated 
the  "tax  straddle,"  a  lucrative  loophole 
enabling  commodities  traders  to  avoid 
taxes  by  rolling  profits  forward  from 
year  to  year.  Lamb  responded  by  mar- 
keting complex  swaps  in  which  traders 
exchanged  futures  contracts  on  the 
Commodity  Exchange  in  New  York  for 
precious  metals  traded  on  the  London 
Metals  Exchange  (LME).  Lamb's  idea  was 
to  have  L&A  customers  "lose"  a  predict- 
able amount  of  money  by  chalking  up 
fictitious  London  trades  with  predeter- 
mined "losses."  L&A  eliminated  market 
risks  by  taking  the  other  side  of  its  cli- 
ents' London  trades,  later  quietly  return- 
ing the  funds  to  its  customers  minus  a 
107'  cut  for  its  effort  (diagram). 
Business  boomed.  Amies,  one  of  two 
traders  still  working  for  Lamb, 
says  L&A  had  as  many  as  40  cus- 
tomers and  claimed  volume  of  up 
to  6,000  precious  metals  trades  a 
day  by  December,  1981.  But  the 
rush  to  switch  to  the  trans-Atlan- 
tic swaps,  which  had  Refco  bro- 
kers busily  posting  trade  reports 
on  the  ComEx,  raised  suspicions  in 
several  quarters. 

FAIL-SAFE  FACTOR.  A  source  famil- 
iar with  the  IRS  inquiry  says  the 
feds  believe  these  trades  were 
shams  in  which  L&A  brokers  in 
London  matched  clients'  trades  in 
the  firm's  back  office,  not  in  a 
competitive  marketplace.  The  cli- 
ents' money  was  never  at  risk — 
and  thus  their  "losses,"  including 
Dittmer's,  shouldn't  qualify  for 
tax  deductions,  this  source  .says. 

Documents  collected  by  the  iRS 
show  that  L&A  did  not  chronologi- 
cally number  its  trades,  thus  ren- 
dering the  records  meaningless. 
More  curious,  Refco  Group  often 
did  not  collect  up-front  margin 
payments — an  unheard-of  risk  in 
the  volatile  commodities  markets. 
And  had  the  extremely  heavy  trad- 
ing volume  that  L&A  claimed  actu- 
ally made  its  way  to  the  LME,  the 
market  would  have  been  disrupt- 
ed, sources  familiar  with  the  trad- 
ing maintain. 

Alarmed  by  the  large  volume  of 
cross-Atlantic  commodities  swaps 
booked  by  Refco  Group,  the  Com- 
Ex in  mid-December,  1981,  per- 
suaded Refco  to  halt  the  flow. 
"The  ComEx  determined  that  the 
parties  to  the  trades  at  no  time 
had  any  risk,"  a  source  familiar 
with  the  ComEx'  activities  said. 
The  exchange  became  particularly 
interested  when  it  discovered  that 
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Dittmer  and  Friedman  were  among 
l&a's  largest  customers  at  the  time,  the 
source  added.  The  lack  of  margin  depos- 
its, the  heavy  trading,  and  Dittmer's  and 
Friedman's  personal  trading  led  another 
source  familiar  with  the  IRS  inquiry  to 
this  conclusion:  "I  don't  see  how  it 
would  have  been  possible  for  some  im- 
portant person  at  Refco  not  to  know 
these  were  sham  trades." 
OLD  TIES.  The  relationship  between 
Lamb  and  Dittmer  continued  for  years. 
Refco  Foods  is  contesting  the  iRS'  deter- 
mination that  it  failed  to  report  $2.68 
million  in  1983  income  from  L&a's  suc- 
cessor firm.  Van  Lessen  Richardson  & 
Co.  The  claim  is  set  to  be  heard  in  tax 
court  in  Chicago  on  Oct.  23.  And  Refco 
Group  continued  executing  trades  for 
L&A  at  least  through  the  stock  market 
crash  of  October,  1987. 

Through  most  of  that  time,  Lamb  and 
Hughes  kept  peddling  their  tax  shams, 
court  records  show.  In  September,  1983, 
they  created  a  "loss"  of  $34,984.27  for 
an  FBI  agent  and  an  IRS  agent  posing  as 
an  investor  and  his  financial  adviser.  The 
two  agents  then  flew  from  Los  Angeles 
to  London,  where  Lamb  bragged  he 
could  "lose"  any  sum  they  desired  with- 
out putting  their  money  at  risk — and  as- 
sured them  the  paperwork  would  with- 
stand an  IRS  audit.  The  agents  invited 
Lamb  and  Hughes  back  to  Los  Angeles, 
where  in  May,  1985,  the  brokers  deliv- 
ered their  tax  scam  pitch  to  a  half-dozen 
government  agents  posing  as  wealthy 
investors.  Just  as  Lamb  brought  his 
spiel  to  a  close,  an  agent  said:  "Welcome 
to  L.  A.,"  and  arrested  the  two  men. 

Hughes,  who  broke  with  Lamb  in  1985 
after  marrying  Lamb's  former  wife, 
could  not  be  reached  to  comment.  But 
Lamb  denies  that  they  did  anything 
wrong.  The  two  agreed  in  July  to  plead 
guilty  to  federal  fraud  charges  stem- 
ming from  the  FBI  and  IRS  sting  only 
because  they  could  not  afford  the  legal 
fees  necessary  to  contest  them,  he  says, 
adding  that  the  U.  S.  government 
doesn't  "understand  our  market."  Their 
sentencing  still  is  pending. 

Terree  A.  Bowers,  the  federal  prose- 
cutor in  Los  Angeles  who  brought  the 
case  against  Lamb  and  Hughes,  said  lost 
tax  revenues  from  the  Lamb  operations 
may  run  into  the  "hundreds  of  millions 
of  dollars."  A  source  at  the  Chicago 
Board  of  Trade  who  is  friendly  with 
Dittmer  recalls  recently  asking  Dittmer 
about  his  tax  troubles.  He  says  that  the 
veteran  cattle  trader  shrugged  them  off 
as  "no  big  deal."  But  if  the  iRS  suspi- 
cions pan  out,  it  could  be  about  the  big- 
gest deal  of  Dittmer's  life. 
By  David  Greising  in  Chicago,  with  Mark 
Maremont  in  London,  Kathleen  Kerwin  in  Los 
Angeles,  and  Peter  Hong  in  Washington 
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EVEN  RUPERT  MURDOCH 
HAS  HIS  LIMITS 
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Financial  strains  may  be  forcing  him  to  curb  costly  takeovers 


Out  on  a  limb,  over  his  head — 
that's  the  typical  reaction  every 
time  Rupert  Murdoch  adds  an- 
other debt-financed  chunk  to  his  global 
media  colossus.  News  Corp.  In  the  past 
five  years,  its  reported  assets  have  more 
than  quadrupled.  But  Murdoch  keeps 
confounding  his  critics.  Although  the 
takeover  market  has  become  increasing- 
ly nervous,  Murdoch  on  Sept.  13  stepped 
up  to  the  plate  again,  with  a  $1.4  billion 
offer  for  MGM/UA  Communications  Co., 
which  later  accepted  a  higher  bid  from 
Australia's  Qintex  Group. 

But  there  are  signs 
Murdoch  is  now  being 
forced  to  curb  his  vora- 
cious appetite — at  least 
temporarily.  He  just 
shelved  plans  for  Media 
Partners  International 
Ltd.,  a  blind  investment 
pool  managed  by  News 
Corp.  That  would  have 
allowed  him  to  keep  on 
buying  without  taking 
on  more  debt.  Credit 
Suisse  First  Boston 
Ltd.,  his  investment 
banker,  could  only  raise 
half  of  the  expected  $1 
billion. 

Another  sign:  Mur- 
doch in  the  past  has 
handled  acquisition  debt 
by  pumping  up  the  cash 
flow  of  the  new  proper- 
ties. But  his  $2.8  billion 
purchase  last  October 
of  TV  Guide  publisher 
Triangle  Publications 
Inc.  forced  him  instead 
to  raise  fresh  cash  by 
disposing  of  $1.6  billion  in  assets.  And 
some  analysts  think  it's  significant  that 
Murdoch,  who  has  previously  made  pre- 
emptive bids  far  above  the  prevailing 
market  to  get  properties  he  wanted, 
backed  away  from  MGM/UA  when  his  bid 
was  bested  by  $100  million. 
OPEN  DRAIN.  What's  more,  Murdoch  is 
struggling  with  the  huge  cash  drain 
from  Sky  Television,  his  most  ambitious 
media  venture.  The  four-channel  British 
satellite  service  began  operating  last 


IE* 


February  and  in  its  first  five  months  a  bJi 
up  $116  million.  It  has  lured  far  few 
subscribers  than  expected.  The  upsh( 
Sky  executives  estimate  it  could  lofc!i5i 
$775  million  before  it  breaks  even,  a; 
that  could  take  three  to  five  yeai 
Drexel  Burnham  Lambert  Inc.  media  a 
alyst  John  S.  Reidy  figures  the  combir  sisets 
tion  of  Sky  losses  and  a  major  upgra  ni 
ing  of  Murdoch's  British  and  Australi;  mi 
newspapers  will  consume  all  of  Ne^  rG 
Corp.'s  estimated  $1.3  million  cash  flc  m 
in  fiscal  1990,  ending  next  June.  Iiirra 


Most  pressing  is  this:  Murdoch  is  ra  irie 


mi 


idly  approaching  limits  on  his  ability 
borrow.  News  Corp.'s  ratio  of  debt 
equity  on  June  30  was  0.98,  up  from  0.' 
in  1986  and  not  far  below  the  1.1  ceilii 
imposed  by  the  large  group  of  banl 
that  make  up  News  Corp.'s  chief  sour 
of  borrowing.  A  News  Corp.  insider  es 
mates  the  company  has  only  about 
billion  in  additional  borrowing  power  uBfi-ufj 
der  the  bank  covenants.  And  any  i  V^, 
crease  in  borrowings  would  only  mal  ■ 
the  task  of  servicing  his  debt  that  muij;,jj|^ 
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er.  Already,  News 
s  interest  cover- 
its  ratio  of  income 
terest  expense — 
a  paper-thin  1.6, 

from  2.9  in  1985 
s).  The  company's 
ige  ratio,  said  a 
lard    &  Poor's 

report  last  De- 
3r,  "leaves  little 
n  for  error  in  the 
any's  ability  to 
its  debt-servicing 
tions." 

'doch  partisans  ar- 
:hat  he's  not  as 
hed  as  he  seems, 
e's  no  doubt  Rupert  can  find  the 
I  if  he  wants  to  make  a  deal,"  says 
;child  Inc.  President  Robert  S. 
who  helped  Murdoch  look  over  me- 
Rsets  put  in  play  by  the  Time 
ir  Inc.  fracas. 

.ING  ACTS.  An  executive  close  to 
Corp.  adds  that  Murdoch  has  sev- 
'ays  he  can  raise  off-balance-sheet 
)r  reduce  News  Corp.'s  debt.  One 
te  ploy:  News  Corp.  has  often 


AS  NEWS  CORP.  GOES 
DEEPER  IN  DEBT... 


...THE  ABILITY  TO 
SERVICE  IT  WEAKENS 


0 
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A  BILLIONS  OF  U.S.  DOLURS' 

•CONVERTED  AT  THE  CURRENT  EXCHANGE  RATI 
OE  SI  2881  AUSTRALIAN  DOLLARS  PER  SI  U  S 
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A  RATIO  OE  NET  INCOME  PLUS  INTEREST  EXPENSE  AND  TAXES 
TO  INTEREST  EXPENSE 

DATA:  STANDARD  SPOORS  CORP  BW 


There's  no 
doubt  Rupert 
can  find  the 
money  if  he 
wants  to  make 
a  dear 


cash  by  selling  "preference,"  or 
rred,  shares.  Fully  $1.4  billion 

of  such  shares  were  outstanding 
ne  30,  and  they  are  usually  con- 
le  into  stock  in  companies  such  as 
rs  Holdings  PLC  in  which  News 
holds  a  stake.  Accounting  rules  in 
alia,  where  News  Corp.  is  based. 
ly  preference  shares  as  equity.  But 
se  preference  shares  are  required 
I  dividends,  U.  S.  accountants  view 
more  like  debt. 


One  off-balance-sheet  maneuver  pro- 
vides insight  into  Murdoch's  options. 
News  Corp.  sold  its  book-publishing  op- 
erations to  a  joint  venture  with  Credit 
Suisse  First  Boston.  That  removed  $900 
million  in  debt  from  News  Corp.'s  books, 
while  permitting  Murdoch  to  keep  con- 
trol of  the  properties.  Australian  and 
British  accounting  rules  also  allow  News 
Corp.  to  restate  certain  assets  every 
three  years  to  reflect  market  values.  If 
the  values  go  up,  as 
those  of  Murdoch's 
properties  typically 
have,  then  so  would 
News  Corp.'s  equity 
and  borrowing  power. 
News  Corp.  will  be  able 
to  do  so  this  fiscal  year. 
CL  Global  Partners  Se- 
curities Corp.  analyst 
Jessica  Reif  estimates 
that  the  company  could 
thus  bolster  its  balance 
sheet  by  $1.6  billion. 

Although  Murdoch 
has  resisted  diluting  his 
45%  interest  in  News 
Corp.,  a  News  Corp.  di- 
rector says  he  might 
now  be  willing  to  re- 
duce his  stake  if  he 
were  especially  eager  to 
make  a  deal.  But  this 
director  still  suggests 
that  Murdoch  may 
move  more  slowly,  at 
least  for  the  time  being, 
because  of  the  "prici- 
ness"  of  good  assets. 
"He's  just  being  prudent  and  cautious." 

Cautious,  however,  is  not  a  word  that 
comes  readily  to  mind  when  people  think 
of  Murdoch.  Many  observers,  including 
Drexel's  Reidy,  believe  he  will  resume 
his  aggressive  empire-building  as  soon 
as  the  media  marketplace  and  his  bal- 
ance sheet  permit.  That,  in  turn,  will 
likely  produce  a  fresh  round  of  specula- 
tion that  his  operations  are  dangerously 
overleveraged.  Feeding  that  suspicion 
are  News  Corp.'s  multinational  financial 


MURDOCH:  HIS  MEDIA 
CASH  FLOW  REMAINS 
STUNNINGLY  RELIABLE 


statements,  which 
sometimes  seem  to  ob- 
scure more  than  they 
reveal.  It  requires  care- 
ful analysis  to  learn,  for 
instance,  that  large  por- 
tions of  News  Corp.'s 
reported  earnings  in 
some  years  consisted  of 
nonrecurring  items  that 
would  not  be  included  in 
net  income  under  U.  S. 
accounting  rules.  Such 
maneuvers  are  much 
easier  to  spot  in  reports 
of  U.  S.  companies. 

Given  his  ability  to 
tuck  debt  away  from 
News  Corp.'s  balance  sheet,  Murdoch's 
leverage  may  well  be  greater  than 
meets  the  eye.  But  those  who  fear  Mur- 
doch has  placed  News  Corp.  in  a  precari- 
ous spot  don't  recognize  the  special  char- 
acteristics of  his  empire.  In  contrast  to 
such  assets  as  department  stores  and 
airlines,  Murdoch's  media  properties  are 
stunningly  reliable  producers  of  cash 
flow.  Case  in  point:  The  Sun,  Murdoch's 
top  London  Uibloid,  now  ranks  among 
the  most  profit^ible  English-language  pa- 
pers in  the  world.  In  evaluating  proper- 
ties, Murdoch  considers  their  ability  to 
generate  cash — and  thus  service  debt — 
as  a  far  more  im]jortant  variable  than 
their  asset  value. 

CASH  cows.  Murdoch's  skill  in  enhanc- 
ing his  holdings'  cash  flow  is  shown  by 
the  success  of  his  Fox  TV  and  movie 
operations.  According  to  Chief  Executive 
Barry  Diller,  they  will  report  substan- 
tially higher  profits  this  year,  even 
though  Fox  has  been  spending  heavily 
to  expand  its  fledgling  TV  network. 

Moreover,  Murdoch's  200-od(i  holdings 
are  highly  diversified.  Some,  such  as 
magazines,  thrive  during  expansions, 
while  others,  like  movies,  weather  reces- 
sions. "Murdoch  is  extraordinarily  well 
positioned,  balanced,  and  entrenched," 
says  John  J.  Veronis,  chairman  of  Ver- 
onis,  Suhler  &  Associates,  a  media  in- 
vestment banking  firm  that  advised 
Murdoch  on  the  'Triangle  deal.  "No  one 
situation  can  impact  him  critically." 

His  properties  also  are  highly  liquid, 
which  provides  insurance  against  serious 
cash-flow  reverses.  Although  prices  for 
some  media  properties,  notably  TV  sta- 
tions, have  softened  recently,  most  ana- 
lysts expect  the  long-range  trend  will  be 
upward.  "If  you  had  to  put  the  biggest 
risk  on  the  company,"  says  Edward  Fal- 
kiner,  an  analyst  with  Australia's  Ord 
Minnett  Ltd.,  "it  would  be  Murdoch  get- 
ting hit  by  a  bus."  For  the  moment, 
expect  Murdoch  to  look  both  ways  be- 
fore making  his  next  move. 

By  Chris  Welles  in  New  York,  with  Ron- 
ald Grover  in  Los  Angeles  and  Richard  A. 
Melcher  in  London 


BUSINESS  WEEK/OCTOBER  2,  1989  35 


RESTRUCTURINGS! 


PSNH:  DOWN  TO  THE  LAST  LINES 
IN  CHAPTER  11 


'It  looks  like  the  bankruptcy  will  be  over  in  a  year,  more  or  less' 


p: 


.ublic  Service  of  New  Hampshire 
'is  on  a  steady  course  out  of  its  20- 
month-long  bankruptcy.  On  Sept. 
15,  under  pressure  from  Federal  Judge 
James  E.  Yacos,  four  companies  present- 
ed plans  that  could  pull  PSNH  out  of  the 
courtroom  as  early  as  next  January. 
"What  I  have  in  mind  is  to 
change  the  image  from  the  Okla- 
homa land  rush  to  the  Spanish 
Armada,"  said  the  judge.  "We'll 
get  all  the  galleons  lined  up  and 
start  sailing." 

The  race  is  on,  and  it  promises 
to  be  a  rough  one.  At  stake  is 
control  of  the  largest  addition  to 
generating  capacity  in  the  ener- 
gy-strapped New  England  region. 
There's  also  the  divisive  question 
of  how  to  repay  PSNH's  creditors. 
All  four  bids,  including  the  utili- 
ty's own  reorganization  plan,  pur- 
port to  offer  them  about  100(t  on 
the  dollar  for  their  claims.  But 
each  bid  differs  in  the  kind  of 
repayment  it  offers — and  in  the 
crucial  matter  of  timing. 

In  dollar  terms,  the  bids  range 
from  $1.9  billion  to  $2.2  billion. 
The  big  difference  lies  in  which 
constituency  the  offers  are  de- 
signed to  please — creditors  or 
New  Hampshire  regulators.  New 
England  Electric  System,  which  is 
offering  $2  billion,  and  Northeast 
Utilities,  wit(  a  $1.9  billion  propos- 
al, are  currying  favor  with  regu- 
lators by  promising  to  hold  down 
initial  rate  increases  while  paying  bond- 
holders less. 

RISKY  SALE.  Understandably,  that's  won 
neither  company  points  with  creditors. 
"They  are  trying  to  steal  my  asset," 
complains  Dan  Frank,  a  portfolio  man- 
ager with  Fidelity  Management  &  Re- 
search Co.,  which  holds  25%  of  the  $800 
million  in  unsecured  debt. 

Perhaps  more  to  creditors'  liking  is  an 
llth-hour  bid  from  United  Illuminating 
Co.,  a  small  New  Haven  utility.  Its  share 
in  the  troublesome  Seabrook  nuclear 
power  plant — the  source  of  psnh's 
woes — is  second  only  to  the  New  Hamp- 
shire company's.  It  was  a  decision  by 
New  Hampshire  regulators  prohibiting 
PSNH  from  including  Seabrook's  costs  in 
its  rate  base  that  led  the  utility  to  file 
for  bankruptcy  in  January,  1988. 


With  a  rate  base  smaller  than  PSNH's, 
Ul  doesn't  have  the  wherewithal  to 
match  its  rivals'  bids  for  PSNH  if  Sea- 
brook  is  part  of  the  package.  Instead, 
the  company  is  proposing  a  risky  sale 
and  leaseback  of  the  nuclear  power 
plant  to  raise  $1.6  billion  of  its  $2.2  bil- 


POWER  PLAYS:  THE  BIDS  FOR  PSNH 


Bidder 

Terms 

Price 

PSNH 

New  securities  and  no  cash;  5.5% 

$2.2  billion 

rate-base  increase 

UNITED  lUUMINATING 

$1.6  billion  in  cash  and  securities; 

$2.2  billion 

5.5%  rate-base  increase 

NEW  ENGLAND  ELECTRIC 

$1.6  billion  in  cosh  and  securities; 

$2.0  billion 

4.8%  rate-base  increase 

NORTHEAST  UTILITIES 

$1.6  billion  in  cash  and  securities; 

$1.9  billion 

5.5%  rote-base  increase 

DATA:  COMPANY  REPORTS 


lion  bid.  The  lure  for  a  buyer:  some  $400 
million  in  tax  benefits  that  PSNH  can't 
use.  The  bait  for  creditors:  payment  in 
full,  with  a  combination  of  cash  and  new 
securities,  ui  is  also  offering  a  bigger 
slice  to  equity  holders,  plus  some  partici- 
pation in  the  holding  company  that 
would  wind  up  controlling  UI  and  PSNH. 

Timing  is  a  key  issue  in  the  wrangling 
over  PSNH's  fate,  since  Seabrook  is  now 


Under  one  plan,  holders 
of  securities  valued  at 
$186  million  in  1988  would  get 
a  package  worth  $480  million 


inching  toward  full-power  operation.  T 
nuclear  plant  completed  low-power  te; 
ing  in  June.  And  the  Nuclear  Regulate 
Commission  could  decide  as  early  as  Ja 
1  to  grant  the  plant  a  license. 
PAPER  PROMISES.  That  timetable  w 
help  to  shape  negotiations.  Initial! 
PSNH's  plan  has  the  inside  track:  T 
company  doesn't  face  the  protracted 
gotiations  with  such  bodies  as  the  Fed< 
al  Energy  Regulatory  Commission  ai 
the  Securities  &  Exchange  Commissi( 
that  could  bog  down  an  outside  bid.  I 
deed,  the  day  before  bids  came  in,  t! 
creditors'  and  equity  holders'  comm 
tees  agreed  to  the  PSNH  plan,  which  ( 
fers  them  $2.2  billion  in  new  security 
UI  has  tried  to  skirt  regulate: 
roadblocks  by  proposing  to  ke 
PSNH  a  separate  company  with 
a  holding  company. 

NU  and  NEES  counter  that  the 
cash  bids  and  less  complex  acqi 
sition  plans  are  worth  more  th; 
paper  promises.  "I've  got  cash  c 
the  table  today,"  says  William  I 
lis,  chief  executive  officer  of  Ni 
"Even  if  it  takes  us  six  monti 
longer,  that's  worth  more  tha 
paper  today." 

Not  according  to  the  crec 
tors — and  the  market  seems  1 
agree.  The  bids  from  UI  and  PSNl 
which  both  promise  a  quick( 
payoff,  have  inspired  traders  t 
push  up  the  price  of  all  PSN 
bonds.  The  15%  debentures  due 
2003,  for  example,  sold  at  65  lai 
December,  traded  at  88  after  th 
bids  came  in.  "That's  where  the 
should  be,  since  it  looks  like  th 
bankruptcy  will  be  over  in  a  yeai 
more  or  less,"  says  Eliot  Eisei 
berg,  a  trader  at  distressed  bon 
specialist  R.  D.  Smith  &  Co. 

That  prospect  should  comfoi 
creditors,  no  matter  which  bi 
wins.  Citibank,  which  bought  $12 
million  face  amount  of  third  mortgag 
bonds  through  a  partnership  with  bank 
ruptcy  speculator  Martin  Whitman,  wi. 
likely  have  doubled  its  money.  Fidelit; 
can  count  on  a  $50  million  profit  on  it 
position  as  well.  Even  equity  holder 
have  reason  to  cheer.  If  the  ui  plan  pre 
vails,  and  Seabrook  is  licensed  quickly 
they  could  get  a  package  of  cash  an( 
securities  worth  some  $480  million  fo 
stock  valued  at  $186  million  on  the  da^ 
PSNH  filed  for  Chapter  11  protection.  N< 
wonder  all  parties  are  so  eager  for  the 
bidding  to  continue.  But  in  their  haste 
they  could  overburden  PSNH  with  to( 
much  debt  or  the  region's  ratepayer; 
with  too  high  rates.  Perhaps  someon< 
ought  to  remind  them  of  how  the  Spam 
ish  Armada  finally  fared. 

By  Laura  Jereski  in  Bostor 
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'Number  crunching's  for 
when  I'm  in  the  office.  Out  here, 
just  give  me  a  great  little  PC. 
And  I  mean  little.' 


data 
systems 


THE  QUALIPf  GOES  IN  BEFORE  THE  NAME  GOES  ON' 


The  leader  in  laptop  PCs*  now  brings  you  a  notebook 
portable  that  fits  your  business  and  your  briefcase. 

Finally,  desktop  performance  on  a  moment's  notice. 
That's  the  sleek  MinisPort™  from  Zenith  Data  Systems. 

Under  6  pounds,  MinisPort  rides  in  a  briefcase  like  a 
notebook.  But  unlike  other  notebook  PCs,  it  uses  remov- 
able Mm/Dzsfo  to  store  all  the  data  you  need. ..just  like 
your  desktop.  You  also  get  a  DayBrighf  backlit  screen  for 
crisp  text  in  any  light.  And  over  3  hours  of  battery  life. 

So  bring  your  portable  computing  down  to  a  more 
manageable  size  with  Zenith's  sleek  MinisPort. 

For  your  nearest  Zenith  Data  Systems  authorized 
dealer,  call:  1-800-842-9000,  ext.  1. 


iurce:  Dataquest-True  portable  PC  sales, 

iphics  simulate  Microsoft"  Windows,  a  product  and  tradeinark  of  Microsoft  Corporation, 


©  1989,  Zenith  Data  Systems 


AIRPORTS  I 


BUYERS  ARE  STARTING 
TO  CIRCLE  THE  AIRPORTS 


Lockheed's  bid  in  Albany  may  signal  a  new  era  in  privatization 


With  Ronald  Rea- 
gan safely  in  re- 
tirement, critics 
had  figured  that  the  Gip- 
per's  drive  to  privatize  many 
government  operations  had 
about  run  its  course.  Not  so. 
Consider  the  latest  idea  for 
paring  back  the  public  role 
in  the  economy:  the  private 
airport. 

Sometime  this  fall,  offi- 
cials of  Albany  County, 
N.  Y.,  will  vote  on  a  propos- 
al to  sell  the  airport  that 
serves  the  state  capital — or 
at  least  issue  a  long-term 
lease  on  it.  The  leading  bid- 
der: Lockheed  Air  Terminal 
Inc.,  a  $100  million  unit  of 
the  California  aerospace 
company,  and  its  partner, 
British-American,  a  local 
real  estate  firm  that  started 
70  years  ago  as  an  importer 
of  Scotch  whisky. 

Lockheed  and  British- 
American  are  offering  $30 
million  to  buy  the  airport. 
Failing  that,  they  are  willing 
to  pay  $26  million  up  front 
and  as  much  as  $64  million 
more  in  rent  over  the  next 
80  years.  Buy  or  lease,  British-American 
says  it  will  spend  $144  million  for  a  hotel 
and  office  buildings  on  some  adjacent 
land.  And  the  partners  have  pledged 
$106  million  in  improvements,  including 
a  new  terminal  for  the  airport,  which 
already  handles  jet  service  from  big  car- 
riers such  as  USAir  and  United. 
FAST  CASH.  This  modest  deal  would 
mark  the  first  time  in  decades  that  a 
U.  S.  passenger-service  airport  came  un- 
der private  control.  The  Los  Angeles 
Airports  Dept.  is  studying  the  viability 
of  selling  off  Los  Angeles  International 
to  private  investors  in  1992,  when  agree- 
ments between  tiie  airport  and  the  air- 
lines expire.  In  Illinois,  officials  at  the 
Greater  Peoria  Airport  Authority  have 
discussed  granting  a  99-year  lease  for 
part  of  the  airport  to  local  developers. 

The  attraction  of  privatization  for  lo- 
cal governments  isn't  hard  to  figure.  For 
starters,  Albany  County  and  other  local 
governments  can  always  use  the  cash 
they  would  raise.  Politicians  could  avoid 


ALBANY  COUNTY  AIRPORT:  WEIGHING  A  $30  MILLION  OFFER 


the  headache  of  financing  the  costly  im- 
provements that  so  many  airports  need. 
And  presumably,  private  companies  can 
raise  money  for  new  facilities  faster. 
"Airports  are  a  bottleneck  for  air 
growth,"  argues  Viggo  M.  Butler,  presi- 
dent of  Lockheed  Air  Terminal.  "It's 
time  for  private  industry  to  move  in." 

Would-be  private  operators  think  air- 
ports could  be  highly  profitable.  Like 
other  airports,  Albany  charges  landing 
fees  and  terminal  rents,  which  Lockheed 
proposes  to  nearly  triple  by  1994.  Butler 
also  argues  that  his  employees  can  run 
Albany  more  profitably  and  efficiently 


'Airports  are  a 
bottleneck  for  air  growth. 
It's  time  for  private 
industry  to  move  in' 


than  local  civil  servants,  thanks  to  Loe 
heed's  experience  managing  various  ai 
port  operations  in  Los  Angeles,  Honol 
lu,  Atlanta,  and  Burbank,  Calif. 

The  business  has  global  potential.  Ii 
Canada,  Lockheed  and  a  partner  an 
spending  $320  million  to  build,  own,  am 
operate  Terminal  3  at  Toronto's  interna 
tional  airport.  In  Istanbul,  Lockheed  hai 
a  stake  in  a  $200  million  airport  project 

Conservative  academics  rave  about 
this  latest  entrepreneurial  approach  t| 
public  problems.  Robert  W.  Poole,  presik 
dent  of  Reason  Foundation,  a  Santj  i; 
Monica  (Calif.)  libertarian  think  tank 
wants  airports  to  go  private,  wean  them 
selves  off  the  system  of  federal  grants 
and  use  "economic"  solutions,  like  high 
er  landing  fees  for  peak  hours  of  use,  t< 
help  solve  airport  congestion.  p 
CAUTIONARY  TALE.  Critics  counter  that  I 
sell-off  of  airports  would  simply  creat* 
private  monopolies  able  to  increase  th# 
cost  of  travel  by  charging  consumers  aft 
much  as  possible.  "A  privatized  airpor;| 
that  charges  what  the  market  will  bea: 
is  worse  than  the  present  system,"  co 
tends  Steven  A.  Morrison,  a  Northeas 
ern  University  economics  professor  wh 
has  studied  the  airline  industry. 

In  England,  baa  PLC,  the  British  ai 
port  authority  that  went  private  in  198' 
offers  a  cautionary  example.  BAA's  s: 
airports,  including  Heathrow  an 
Gatwick,  have  caps  on  landing  fees.  Bu| 
BAA  has  boosted  other  charges,  such  a 
parking  costs  and  rents  for  passenge: 
lounges,  so  high  that  the  governmen| 
has  announced  it  will  look  into  possibl 
abuses  by  baa  of  its  monopoly. 

The  airlines  would  probably  prefe 
dealing  with  the  local  county  or  port  au 
thority  as  a  landlord.  In  Albany,  for  ex 
ample,  USAir  and  the  other  airlines  an 
leery  of  the  Lockheed  proposal.  Jerry  L 
DePoy,  USAir  Inc.'s  vice-president  fo 
properties  and  facilities,  fears  Lock; 
heed's  need  for  profits  would  translate 
into  endless  fee  increases.  Instead,  USAi 
supports  a  lower  bid  for  the  airport  by  ; 
local  public  agency,  the  Capital  Distric 
Transportation  Authority,  which  runs  ; 
bus  service.  The  CDTA  wants  higher  land 
ing  fees,  too,  but  what  comforts  USAir  i; 
CDTA's  goal  of  m.erely  breaking  even 
not  making  money. 

While  the  CDTA  has  the  airlines'  sup 
port,  Lockheed  and  British-American  car 
rely  on  the  strong  backing  of  Democra 
James  J.  Coyne,  the  Albany  County  Ex 
ecutive.  The  county  legislature,  whicl 
has  the  final  say,  has  a  Democratic  ma 
jority  that's  split  on  the  issue.  Both  side; 
are  lobbying  hard.  If  Lockheed  wins,  thi 
country's  airports  could  be  a  step  close 
to  their  own  version  of  deregulation. 

By  Seth  Payne  in  Washington  ayid  Eri, 
Schine  in  Los  Ayigeles,  mth  bureau  report 
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To  see  why  we  made  the  sign  on  the  right, 
look  at  flie  one  on  the  left. 


Anytime  you're  driving  at  night,  what  you  can't  see  can 
hurt  you. 

That's  why  3M  invented  Scotchlite'" reflective 
sheeting  with  up  to  ten  times  the  reflective  capability  of 
other  sign  materials.  So  visibility  and  safety  are 
dramatically  improved,  especially  for  older  drivers  and 
those  with  poor  night  vision. 

But,  this  is  just  one  innovative  way  3M  is  making 
your  world  a  little  safer. 


We  also  provide  Safety-Walk"  anti-slip  mats  for 
business  and  industry  And,  a  wide  range  of  health  care 
products,  including  drapes,  masks  and  dressings  to  help 
reduce  the  risk  of  infection  during  and  after  surgery 

In  fact,  3M  is  constantly  solving  problems  with 
breakthrough  ideas,  from  our  industrial,  health  care  and 
office  products,  to  those  you  use  at  home.  So  that  every 
day,  in  135  countries  around  the  world,  people  benefit 
from  3M  products  and  services. 

Innovation  working  for  you" 


3M 


EDITED  BY  KEVIN  KELLY 


A  TORPEDO 
HITSFERRANTI 


►  Even  in  the  secretive  world 
of  defense  contracting,  Inter- 
national Signal  &  Control 
Group's  hesitancy  to  reveal 
the  buyers  of  its  electronic 
weaponry  and  cluster  bombs 
stood  out.  But  that  secrecy  is 
now  coming  back  to  haunt 
ISC's  parent,  Ferranti,  Brit- 
ain's third-largest  defense 
electronics  company.  Ferranti 
has  been  struggling  to  sur- 
vive in  the  wake  of  revela- 
tions that  ISC,  based  in  Lan- 
caster, Pa.,  may  have  booked 
$230  million  in  nonexistent  or 
inflated  contracts. 

Ferranti  paid  $650  million 
for  ISC  two  years  ago  to  gain 
access  to  the  U.  S.  market,  ex- 
pand in  the  Mideast,  and  ward 
off  possible  predators.  Now, 
the  company  is  negotiating  to 
keep  its  bankers  at  bay,  and 
Chairman  Sir  Derek  Alun- 
Jones  says  he  may  have  to 
merge  with  another  defense 
contractor  to  stay  afloat. 


MERV  GRIFFIN 
PLAYS  FOR  TIME 


►  Merv  Griffin  was  back  in 
Los  Angeles  putting  together 
a  TV  game  show  based  on  Mo- 
nopoly. But  in  Atlantic  City, 
Griffin's  Resorts  Internation- 
al was  playing  the  real  thing. 
The  casino  company,  unable 
to  service  its  $925  million 
debt,  offered  bondholders  a 
package  that  would  cut  princi- 
pal and  interest  on  current 
debt  and  swap  some  paper  for 
equity.  The  idea  is  to  give 
Griffin  time  to  improve  Re- 
sort's operations  and  to  sell 
assets.  Though  the  company 
warned  that  rejection  by  cred- 
itors could  throw  Resorts  into 
bankruptcy,  the  offer  wasn't 
well  received  by  bondholders. 


BIGGER  RESERVES 
FOR  BIG  BANKS 


►  Who's  next?  In  one  week, 
two  money-center  banks  have 
boosted  loan-loss  reserves  to 


shore  themselves  up  against 
shaky  Third  World  loans.  On 
Sept.  20,  Chase  Manhattan 
Bank  announced  it  would  add 
an  additional  $1.15  billion  to 
its  reserves.  Chase  plans  to 
bolster  its  capital  by  raising 
$500  million  through  a  com- 
mon stock  offering. 

Chase  followed  Manufac- 
turers Hanover's  lead.  The 
bank  agreed  to  sell  60%  of  its 
business-lending  unit  to  Ja- 
pan's Dai-Ichi  Kangyo  Bank 
for  $1.28  billion.  Dai-Ichi  will 
also  pay  $120  million  for  a 
4.9%  stake  in  Manny  Hanny. 
Some  $500  million  more  will 
be  raised  through  a  common 
stock  offering.  The  bank  says 
it  will  increase  loan-loss  re- 
serves by  $950  million  in  the 
third  quarter.  Analysts  won- 
der which  money-center  bank 
will  be  next. 


CAN  AT&T  SCORE 
IN  PUSTIC? 


►  AT&T  wants  to  roll  the  dice 
in  the  crowded  credit-card 
crap  shoot.  On  Sept.  20,  the 
$36  billion  phone  giant  said  it 
is  talking  with  Total  System 
Services,  the  nation's  second- 
largest  processor  of  credit 
card  transactions,  about  using 
TSS  and  its  parent,  Synovus 
Financial,  in  Columbus,  Ga., 
to  issue  MasterCard  or  Visa 
cards  under  the  AT&T  logo  to 
phone  customers. 

Nobody's  saying  how  AT&T 
expects  to  succeed  in  a  busi- 
ness where  competition  is 


A  ROBOCOP  FOR  YOUR  PARKING  SPACE 


Nothing  galled  Kip  Fuller  more 
than  finding  some  delivery  truck 
in  his  office  parking  space.  So 
the  33-year-old  inventor  of  a 
personal  robot  and  an  alcohol 
breath  analyzer  whipped  up  the 
electronic  parking-space  guard. 

Using  ultrasonic  waves,  it  de- 
tects unidentified  vehicles  that 
are  entering  your  space  and 
sounds  a  voice  message  declar- 
ing: "Warning!  Reserved  Park- 
ing! Please  move  your  car,  or  it  will  be  towed." 

This  latest  electronic  gizmo  costs  $190.  Fuller's  m 
women  and  executives.  Women,  he  says,  because  they  h 
battle  over  parking  spaces,  and  executives  because  they 
having  their  space  blocked. 

Of  course,  the  success  of  vanity  license  plates  under? 
how  people  link  the  cars  they  drive  to  their  station  in  lif^ 
Fuller  insists  the  device  is  eminently  practical:  "The 
guard  can  save  a  lot  of  hassles." 


heavy  among  the  entrenched 
players.  One  scenario  has 
AT&T  offering  bonuses  such 
as  free  minutes  of  phone  us- 
age to  customers  who  run  up 
big  tabs.  In  May,  AT&T  hired 
Paul  G.  Kahn,  former  chief  of 
First  Chicago's  $4  billion  cred- 
it-card business,  to  be  its  card 
czar. 


T.BOONE  GOES 
ON  THE  OFFENSIVE 


►  Corporate  raider  T.  Boone 
Pickens  Jr.  is  raising  his  stake 
in  Kioto  Manufacturing  to 
26%,  up  from  20%,  and  renew- 
ing efforts  to  win  seats  on 
Kioto's  board  and  squeeze 


bigger  dividends  out  o 
Japanese  company.  Pi 
has  been  struggling  t 
into  Kioto's  boardroom 
June,  but  he's  been  ret 
by  the  auto-parts  maker 
Pickens  recently  dn 
out  of  the  Republican  ra 
Texas  governor  so  he 
spend  more  time  press 
Kioto  and  managing  his 
Limited  Partnership,  ' 
has  been  battered  by  s 
ing  natural-gas  prices, 
ens'  demand  for  three  o 
to's  board  seats  and  a 
increase  in  its  dividenc 
likely  be  resisted. 


AN  AIDS  DRUG  GETS 
A  LITTLE  CHEAPER 


►  AIDS  patients  received 
good  news  on  Sept.  18. 
roughs  Wellcome,  mab 
the  drug  azt,  announc 
would  cut  the  price  oi 
capsules  by  20%.  Burrc 
says  the  federal  goverr 
made  the  price  cut  possit 
approving  the  drug  fc 
many  as  600,000  new  pat 
many  of  whom  are  HIV 
tive  but  show  no  symptoi 

AIDS. 

Burroughs,  the  U.  S. 
sidiary  of  Wellcome  in 
ain,  says  the  price  cut 
drop  annual  treatment 
to  $6,500. 
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rt  of  composition  with  blue.  Mondnaan,  1937,  Haags  Gemeentemuseum. 


Rabobank  Q 

e  Art  of  Dutch  Banking 

>obank  Ncderland,  San  Francisco  Office:  3  Embarcadero  Center,  Suite  930, 
San  Francisco,  CA  94111.  Telephone;  (415)  9864258.  New  York  Branch, 
Park  Avenue,  New  York,  NY  10176. Telephone:  (212)  9167800.  Telex:  424337. 

Rabobank  Nederland,  Croeselaan  18,  3521  CB  Utrecht,  the  Netherlands. 
;  40200.  New  York,  Dallas,  San  Francisco,  Sao  Paulo,  Curasao,  London,  Antwerp, 
Pans,  Luxemburg,  Zurich,  Singapore,  Hong  Kong.Jakarta,  ADCA-BANK 
(Frankfurt,  Berlin,  Dusseldorf,  Hamburg,  Hanover,  Munich,  Stuttgart). 


In  banking, 
as  in  art, a  clear 

concept 
can  make  all  the 

difference. 

The  Dutch  artist  Mondriaan  spent 
more  than  20  years  refining  a  style  of 
painting  he  called  neo-plasticism. 
Similarly,  Rabobank  carefully  defined 
and  refined  its  own  style  of  banking. 
As  the  Dutch  economy  and  industry 
grew,  so  did  Rabobank,  becoming  the 
largest  domestic  bank.  Today,  with 
total  assets  of  US  $  80  billion,  Rabo- 
bank is  one  of  the  top  50  banks  in  the 
world,  with  offices  in  major  financial 
centres  and  ports  around  the  globe, 
active  in  financing  agribusiness,  com- 
modities and  in  every  aspect  of  inter- 
national banking.  And  we  still  have 
our  own  clear,  long-term  view  of  client 
relationship,  based  on  commitment, 
dedication  and  trust. 


lalk  about  hot  young  management  teams 


Peter  Drucker  says,  "The 
Salvation  Army  probably  does  a 
better  job  with  the  poor  than  any- 
one else." 

"And  frugally,"  adds  Fortune 
(11/9/87).  "Of  each  dollar  it 
receives,  86  cents  goes  to  the 
needy."  In  a  business  where  50  to 
60  cents  is  the  norm. 

How  do  we  do  it? 

Accountability:  We  feed  mil- 
lions, yet  keep  track  of  every  bite 
—and  lis  nutritional  value. 

Economies  of  scale:  We  buy 
like  an  army.  Uniforms  wear  like 


iron  and  save  on  pinstripes  and 
power  ties.  Utilitarian  furniture 
must  last  10  (upholstered)  to  15 
(unupholstered)  years. 

Cost  control:  We  use  both 
sides  of  all  paper  and  make  pads 
out  of  the  leftovers.  Equipment  is 
kept  in  top  shape  to  last  longer. 
Cost-cutting  ideas  are  encour- 
aged and  communicated. 

Hard  choices:  Buying  com- 
puters and  consolidating  our  four 
territories  might  save  labor.  But 
cost  money.  So  we  keep  laboring. 

Yet  aren't  we  a  religious 


Photograph  courtesy:  Bodi 

group? 

Religious,  yes.  Fanatics,  no. 
Being  holier-than-thou  doesn't 
get  the  job  done. 

Still,  it  takes  more  than  just 
hope  and  charity  to  succeed.  It 
takes  an  act  of  faith  to  fight  alco- 
hol, drugs,  poverty  and  hopeless- 
ness on  its  own  turf— and  win. 

But  we  manage  it.  As  Peter 
Drucker  says,  "Their  achievement 
is  to  turn  outcasts  into  citizens." 

So,  kid  us  all  you  want  to 
about  "saving  souls."  But  please 
help  us  save  lives. 


We're  fighting  for  you. 


The  Salvation  Army  of  Greater  New  York,  132  West  14th  Street,  New  York,  NY  10011-7388.  (212)  807-4200 
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Give  people  bread  and  they  feel  like  beggars. 


Teach  them  to  make  their  own  and  you  give  them  their  dignity. 

Think  for  a  minute  what  your  sense  of  self-worth  might  be,  if  you  had  to 
rely  on  hand-outs  to  feed  yourself  and  your  family.  As  desperate  as  their  situation 
is,  the  hungry  people  of  the  third  world  hunger  for  dignity  more  than  food. 
That's  why  at  Technoserve  we  believe  so  strongly  in  fostering  self-reliance. 
In  teaching  communities  in  Africa  and  Latin  America  to  till,  to  sow  and  to  reap 

for  themselves.  The  successful  cooperatives  we've  helped  nurture  are  a 
source  of  great  pride  to  us,  but  more  rewarding  than  that  is  the  sense  of  self- 
pride  we  see.  The  fire  burning  in  the  eyes  of  those  who  have  their  dignity 
again.  Please  help  us  build  more  of  these  fires,  by  calling  the  number  below. 


lechnoS 


erve 

A  working  solution  to  world  hunger. 

^TECHNOSERVE  148  Esst  AvenuB,  Norwalk,  Connecticut.  USA  06851. 

Call  1-800-99-WORKS 
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Most  Companies  Have  An  Alternative  To  Offering  A 
Complete  Selection  Of  Phone  Systems. 

Some  people  will  do  almost  anything  to  drive  home  a  sale.They  have  to.  Because 
what  they  have  to  sell  isn't  always  what  you  need  to  buy 
At  GTEL,  we  have  another  solution.  Selection. 

We  sell  NEC,  Northern  Telecom,  Fujitsu/GTE  and  other  top  manufacturers.  With 
applications  ranging  from  call  management  to  computer  integration. 

In  addition,  we  offer  a  variety  of  purchase,  lease  and  rental  options.  And  a  choice  of 
five  different  maintenance  plans  to  help  keep  everything  running  smoothly 

Talk  to  us  and  tell  us  what  your  needs  are.  We'll  evaluate  your  situation,  and  seven 
days  later  well  deliver  our  customized  written  proposal. 

So  in  a  way,  although  we  offer  a  lot  of  different  phone  systems,we  really  only  sell  one. 

The  one  that  fits  perfectly  1-800-637-5323 
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GTELC5B 

THE  POWER  IS  ON 


3red  to  move  swiftly  and  surely,  the  XJ6 
•eflects  over  o  holf-century  of  Jaguar 
3xperience  on  the  road  and  track. 

Jaguar's  legendary  double  overhead 
:am  engines  first  found  fame  at  the  24 
Hours  of  Le  Mans  endurance  races.  Now 
3  3.6  liter  DOfJC  powers  today's  XJ6. 
A'ith  on  engine  of  cast  aluminum  alloy  for 
ighter  weight  and  better  cooling  and 
/vith  four  valves  per  cylinder  for  improved 
wreathing,  this  is  one  of  the  quickest 
laguar  sedans  ever  built. 

Ride  and  handling  are  two  other 
3reas  for  which  Jaguars  ore  well  known. 
\lthough  the  classic  goals  of  a  smooth 
ide  and  agile,  athletic  handling  are 
nherently  in  opposition,  Jaguar  engi- 


neers hove  achieved  both  in  one  automo- 
bile. One  port  of  Jaguar's  unique  solution 
is  found  in  its  four-wheel  independent  sus- 
pension. Patented  pendulum  isolation 
and  computer-controlled  self-leveling 
also  help  produce  Jaguar's  luxurious  ride 
and  excellent  road  holding  characteris- 
tics. Upfront,  Jaguar's  power-assisted, 
rack-and-pinion  steering  provides  the 
driver  with  quick,  positive  response  with 
a  remarkable  degree  of  road  feel. 

Rich  in  comfort,  convenience  and  Old 
World  craftsmanship,  the  XJ6  cabin  is 
graced  with  hand-polished  burl  walnut 
fascia,  console  and  door  inserts.  The 
seats  are  faced  with  the  finest  leather. 
A  computerized  climate  control  system 


maintains  the  cabin  temperature  and 
incoming  humidity  to  your  liking.  An  80- 
watt,  six-speaker  stereo  receiver  and 
tope  deck  with  Dolby®  provide  a  quality 
of  sound  that  rivals  a  live  performance. 

To  test  drive  this  latest  refinement  of 
the  breed  and  for  information  on  Jaguar's 
extensive  three-year/36, 000-mile  war- 
ranty, see  your  dealer.  He  can  provide 
details  of  this  limited  warranty,  appli- 
cable in  the  USA  and  Canada,  and 
Jaguar's  uniquely  comprehensive 
Service-On-Site^'^  Roadside  Assistance 
Plan.  For  the  name  of  the  dealer  nearest 
you,  call  toll-free:  1  -800-4-JAGUAR. 
Jaguar  Cars  Inc.,  Leonio,  NJ  07605. 

ENJOY  TOMORROW.  BUCKLE  UP  TODAY, 


Whether  it's  a  swift 
horse,  a  smart  hound 
or  an  agile  car,  the 
English  have  long 
known  the  importance 
of  good  breeding. 


WE  DO  BUSINESS 
IN  ONLY  ONE  PLACE 


With  major  offices  in  North  America,  Europe,  Australia  and  Asia, 
we  provide  chents  with  opportunities  everywhere  in  the  world.  So 
whether  you  want  to  laise  capital,  merge,  acquire  or  divest,  eithei 
domestically  or  internationally,  keep  one  thought  in  mind. 

At  Salomon  Brothers  our  willingness  to  go  to  the  ends  of  the  earth 
for  our  clients  isn't  simply  a  figure  of  speech. 


Salomon  Brothers 


Solomon  Brothers  Inc  -  Member  of  SIPC 
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ilSH  PULLS  A  CLEAN-AIR  VICTORY 
UT  OF  THE  AIR 


■  Mhen  the  House  environment  subcommittee  took  up 
President  Bush's  clean-air  legislation,  the  White 
House  was  braced  for  an  early  defeat.  The  panel's 
il  chairman,  Henry  A.  Waxman  (D-Calif.),  wanted  tougher 
lards.  But  on  Sept.  20,  the  Administration  won  a  surpris- 
dctory  on  a  key  vote.  And  that  signals  that  Bush  may 
)und  skeptics  and  get  the  clean-air  bill  he  wants  out  of  the 
Dcratic  Congress. 

ixman  pushed  a  different  plan  that  would  move  up  dead- 
for  reducing  ozone  levels  and  stiffen  penalties  on  viola- 
But  Bush  aides  decided  to  take  the  Los  Angeles  Demo- 
on — after  agreeing  to  some  minor  changes  sought  by 
onmentalists.  When  the  smog  cleared,  the  Administration 
1  clear  victory  with  a  12-10  vote. 

e  White  House  won  by  playing  on  Democratic  divisions 
leaning  hard  on  wavering  Republican  moderates.  With 
man  staunchly  opposed  to  the  President's  plan.  Bush's 
egists  decided  early  on  to  work  closely  with  Representa- 
lohn  D.  Dingell  (D-Mich.),  an  ardent  defender  of  the  auto 
;try  and  chairman  of  the  Energy  &  Commerce  Committee, 
also  has  a  vote  on  the  environment  subcommittee, 
e  Bush  team  crafted  a  bill  staking  out  the  middle  ground 
een  the  desires  of  industry  and  environmentalists,  giving 
;  and  industrial  polluters  extra  time  to  clean  up  emissions 
smokestacks  and  cars.  But  it  is  also  tough  on  acid  rain. 
3IG  MO.  As  the  vote  on  the  bill  neared,  the  Administration 
i  out  the  big  guns.  White  House  Chief  of  Staff  John  H. 
inu  spent  time  telephoning  Republicans.  When  the  vote 
!,  two  GOP  committee  members  who  had  been  thought 
f  to  go  with  Waxman — Thomas  J.  Tauke  of  Iowa  and 
ael  Bilirakis  of  Florida — stuck  with  the  Administration, 
is  early  victory  gives  the  Administration  momentum.  "It 
important  to  win  at  the  beginning,"  says  a  White  House 
ial.  But  trouble  lies  ahead,  as  liberals  try  to  load  up  the 
vith  costly  provisions.  On  Sept.  20,  Waxman  succeeded  in 
ing  an  amendment  tightening  auto-emission  standards. 
'11  have  to  use  all  the  resources  at  our  disposal  to  keep 
bill  intact  in  the  House,"  the  official  adds. 


Although  Democrats  were  quick  to  deride  Bush  for  planting 
trees  before  the  cameras  during  his  recent  swing  through  the 
West,  there's  a  lot  more  than  symbolism  behind  the  Adminis- 
tration's clean-air  push.  As  he  demonstrated  in  the  fight  over 
capital-gains  taxes,  the  President  is  adept  at  exploiting  divi- 
sions among  House  Democrats.  And  as  long  as  the  Democrats 
oblige  him  by  feuding  among  themselves.  Bush  will  continue 
his  winning  ways. 

By  Vicky  Cahan  and  Richard  Fly 


THE  NAVY:  THAT  BLIP  ON  THE 
SCREEN  MAY  BE  A  BLOOPER 


The  Pentagon  is  still  smarting  from  the  embarrassment  of 
having  to  pay  $1.2  billion  to  fix  the  radar-jamming  elec- 
tronics on  the  Bl-B  bomber.  But  a  new — and  far  costli- 
er—boondoggle may  be  on  the  way.  Critics  fear  that  another 
electronic  black  box,  the  Airborne  Self-Protection  Jammer 
(ASP.J),  will  cost  up  to  $2  billion  more  than  its  $5  billion  budget 
and,  worse,  that  it  won't  work. 

The  ASPJ,  to  be  built  by  Westinghouse  Electric  Corp.  and  ITT 
Corp.,  is  supposed  to  protect  Navy  and  Air  Force  combat 
planes  by  blinding  the  radar  tracking  systems  of  a  multitude 
of  enemy  missiles.  But,  says  one  senior  Pentagon  procurement 
official,  "horrible"  test  results  indicate  that  the  jammer's  "reli- 
ability and  maintenance  will  be  a  nightmare."  The  Navy,  which 
has  spent  13  years  developing  .x.sp.j,  denies  all  charges  and 
plans  to  proceed  with  production. 

But  opponents  may  still  succeed  in  holding  up  the  project. 
The  Pentagon's  Inspector  General  is  looking  into  both  cost 
problems  and  test  results.  Senator  David  H.  Pryor  (D-Ark.) 
has  asked  the  General  Accounting  Office  to  investigate.  And 
the  Defense  funding  bill  now  before  the  Senate  Appropriations 
Committee  would  hold  up  production  funding  pending  addition- 
al tests. 

By  Dare  Griffiths 


ITAL  WRAPUPI 


IBYING 


Lbit  of  political  embarrassment 
\  will  keep  business  from  getting  a 
ch-wanted  change  in  the  Racketeer- 
luenced  &  Corrupt  Organizations 
Senator  Dennis  DeConcini  (D- 
z.)  is  the  chief  sponsor  of  a  bill  that 
roactively  restricts  civil  RICO  suits, 
t  now  he  plans  to  drop  the  retroac- 
ty  provision.  The  reason:  If  passed 
originally  written,  the  bill  would  tor- 
lo  a  RICO  suit  that  the  government 
•A  in  September  seeking  $1  billion 
m  former  Lincoln  Savings  &  Loan 
jcutive  Charles  H.  Keating  III. 
ating  has  been  a  major  financial 
;ker  of  DeConcini,  and  the  se  nator 


wants  to  avoid  any  suggestion  that  the 
bill  was  a  favor  to  Keating.  Businesses 
currently  face  thousands  of  suits  seek- 
ing triple  damages  under  RICO. 

SPACE  

Like  many  fiscally  strapped  coun- 
tries, the  U.  S.  wants  to  squeeze 
foreign  aid  out  of  Tokyo.  On  his  cur- 
rent trip  to  Asia,  Vice-President  Dan 
Quayle  will  ask  the  Japanese  govern- 
ment to  up  its  contribution  to  a 
planned  U.  S.  space  station.  Japan  has 
already  pledged  to  build  a  $2  billion 
module.  But  NAS.4,  facing  large  cuts  in 
its  budget  requests,  fears  the  station 
will  never  get  off  the  ground  without 
outside  help. 


CHILD  CARE 


The  White  House  and  liberal  Repre- 
sentative Thomas  J.  Downey  (D- 
N.  Y.)  have  become  strange  allies  in  a 
dispute  over  child  care.  The  White 
House  is  drafting  legislation  similar  to 
a  measure  sponsored  by  Downey  and 
already  cleared  by  the  Ways  &  Means 
Committee.  Downey  relies  heavily  on 
tax  credits,  which  the  White  House  fa- 
vors. But  the  Long  Island  Democrat  is 
locked  in  a  jurisdictional  fight  with 
Education  &  Labor  Committee  Chair- 
man Augustus  F.  Hawkins  (D-Calif.), 
who  favors  federal  child-care  grants. 
The  dispute  will  eventually  be  resolved 
by  the  House  Democratic  leadership. 
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QUEUEING  UP  FOR  SUGAR  IN  WARSAW:  INFLATION  HAS  PUT  STAPLES  OUT  OF  REACH— AND  RATIONS  FROM  THE  WEST  ARE  IN  SHORT  SUPPLY 


HELPING  THE  EAST 
WITHOUT  BUSTING  THE  BUDGET 


The  cash-strapped  West  is  relying  on  business  to  get  Poland  and  Hungary  up  and  running 


aid 

will  steer  clear  of  showering  Poland  ar 
Hungary  with  billions  in  handouts  ar 
loans.  Instead,  they  want  to  foster  pi 
vate  enterprise  by  lending  money  i 
businesses  and  encouraging  foreign  i: 
vestment.  If  they  succeed  in  creatin 
free  economies,  Poland  and  Hungai 
could  provide  a  critical  example  for  tl  uiyjn 
Soviets  and  other  Eastern  European 
"They  will  need  our  experience,"  sa,} 
Solidarity  leader  Lech  Walesa. 

The  muted  response  of  Western  go 
ernments  is  frustrating  Eastern  Europ. 
an  politicians,  who  recall  repeated  prorl 
ises  of  support  if  reforms  got  rollin 
With  Poland  boasting  Eastern  Europe  ; 
first  non-Communist  government  in 
years,  Poland's  Solidarity  leaders  a.' 
now  suggesting  another  Marshall  Pla 
containing  $10  billion  in  debt  restructu-  ! 
ing  and  new-project  assistance.  Finam  i 
Minister  Leszek  Balcerowicz  is  comii  | 
to  the  International  Monetary  Fund  a!  i 
nual  meeting  in  Washington  on  Sept.  :|J 


Political  revolution  is  blossoming  in 
Poland  as  a  new  government  led 
by  Solidarity  takes  charge.  But 
Poles  are  too  dispirited  to  celebrate.  In 
Warsaw's  dingy  food  shops,  desperate 
retirees  weep  openly,  unable  to  afford 
the  few  remaining  items,  which  price 
hikes  of  8007'  a  month  have  placed  out 
of  their  reach.  A  young  mother  nursing 
a  2-moiith-old  child  complains  that  she 
has  been  unable  to  find  milk  for  weeks. 
And  destitute  citizens  sit  on  park  bench- 
es in  ragged  clothes,  gazing  into  no- 
where. Says  Gdansk  resident  Jolanta 
Szczerba:  "A  lot  of  people  don't  believe 
in  anything  anymore." 

The  scene  in  Hungary  isn't  as  grim, 
but  signs  of  rapidly  shrinking  living 
standards  abound  nonetheless.  The  Hun- 
garian economy  is  staggering  under  a  $1 
billion  current-account  deficit  and  a  re- 
sulting shortage  of  capital.  In  1990,  the 
Hungarians  will  hold  the  first  free  elec- 
tions in  Eastern  Europe  without  quotas 


guaranteeing  a  future  role  for  the  Com- 
munist Party.  But  20  years  of  efforts  to 
adopt  the  trappings  of  a  Western-style 
economy  have  failed  to  reverse  Hunga- 
ry's downward  slide. 
URGENCY.  As  both  nations  near  economic 
collapse.  President  Bush,  West  German 
Chancellor  Helmut  Kohl,  and  other 
Western  leaders  are  rushing  to  cobble 
together  an  emergency  aid  package. 
They  fear  that  more  turmoil  could  snuff 
out  political  reforms,  destabilize  East- 
West  relations,  and  cripple  Soviet  Presi- 
dent Mikhail  S.  Gorbachev's  hopes  for 
perestroika.  Despite  the  feeling  of  ur- 
gency, Bush  and  his  European  col- 
leagues are  offering  more  verbal  encour- 
agement and  emergency  food  shipments 
than  hard  cash.  The  West  wants  to  see 
clear  signs  that  Eastern  Europe,  after 
decades  of  socialist  dictatorship,  can 
complete  the  jump  to  democracy  and 
free  markets. 
If  that  happens.  Western  leaders  still 
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■ek  $2.5  billion  in  aid  over  the  next 
lonths.  But  Bush  and  other  Western 
!rs  will  tread  cautiously  to  avoid  cre- 
:  new  East-West  tensions  by  appear- 
,0  lure  Poland  and  Hungary  out  of 
^^arsaw  Pact. 

.BORN?  They  also  want  to  avoid  the 
ikes  of  all-out  lending  programs  in 
970s.  Western  loans  went  largely  to 
ice  imports  and  brought  hard-cur- 
r  debts  that  now  total  $39  billion  for 
id  and  $18  billion  for  Hungary.  Po- 
could  borrow  as  much  as  $2.5  billion 
'  from  the  IMF  and 
dditional  $300  mil- 

from  the  World 
:.  But  without  clear 
;nce  of  economic  re- 
ituring,  including 
ig  off  state  indus- 
,  reducing  subsi- 

and  slashing  bud- 
deficits,  it  can't 
ve  the  loans, 
les  counter  that 
reforms  will  be 
)orn  unless  they 
?et  some  cash  right 
r.  To  help  Prime 
iter  Tadeusz  Maz- 
cki  buy  time,  West- 
leaders  will  probably  replace  their 
and-see  attitude  with  a  step-up  in 
•gency  measures  for  Poland  and 
'.  aggressive  thinking  about  an  over- 
ud  program.  Under  congressional 
5ure,  President  Bush  has  doubled 
ffer  of  food  assistance  to  Poland  to 

million.  The  Overseas  Private  In- 
Tient  Corp.  is  waiting  for  congres- 
d  approval  of  a  plan  that  could  open 
vay  for  20  new  U.  S.-Polish  ventures 
h  $100  million.  And  the  Senate  For- 
Relations  Committee  has  intro- 
d  a  $1.2  billion  economic  develop- 
i  aid  bill  for  Poland  and  Hungary. 

the  Administration  and  Congress 
skeptical  about  the  most  ambitious 
3.  With  the  U.S.  budget  deficit 
;ing  over  everything  from 
A'ar  on  drugs  to  the  foreign 
)udget,  there  is  little  left  for 
ern  Europe. 

*NY  QUESTIONS.  While  Wash- 
)n  ponders  a  measured  re- 
se.  West  Germany  is  an- 
r  for  a  key  role.  With  the 
igest  economy  in  Europe 
the  closest  commercial  ties 
oland,  Germany  is  pressing 
Western  allies  to  devise  a 
,  coordinated  Ostpolitik. 
nan  advisers  now  are  negoti- 
l  as  much  as  $2  billion  in  aid 
Poland,  including  the  renova- 
of  Warsaw's  airport.  But  50 
■s  after  Adolf  Hitler's  inva- 
of  Poland  launched  World 
'  H,  Germany's  renewed  in- 
st  in  Poland  poses  thorny 


questions  for  Warsaw.  With  skilled 
workers  earning  only  $50  a  month,  Poles 
fear  that  German  businesses  want  to 
turn  their  country  into  a  cheap-wage 
manufacturing  center  for  the  export-de- 
pendent Germans. 

While  Kohl's  push  for  a  unified  ap- 
proach to  aid  under  the  European  Com- 
munity has  allayed  some  of  these  fears, 
Germany  may  dominate  Poland's  eco- 
nomic scene  by  default.  Already  ahead 
of  other  nations  in  supporting  business 
opportunities  in  Poland,  German  compa- 


HOW  THE  WEST  IS  AIDIHG  POLAHD 


SOME  HELP  IS  ON  THE  WAY... 

...AND  MORE  IS  UNDER  STUDY 

Millions  of  dollars 

Millions  of  dollars 

U.S. 

$177  Food  and  other 

INTERNATIONAL 

assistance 

MONETARY  FUND  $2,500  Loans 

EUROPEAN 

U.S. 

2,000  Debt  relief 

COMMUNITY 

120  Food 

U.S. 

2,000  Economic 

FRANCE 

90  Loans 

development  aid 

SWEDEN 

45  Environmental 

WEST  GERMANY 

1,300  Loans  for 

protection 

airports,  hotels 

BRITAIN 

40  Management 

WORLD  BANK 

300  Farm  and 

training 

factory  loans 

nies  rushed  this  year  to  form  160  joint 
ventures.  That's  about  half  of  all  the 
foreign  joint  deals  with  Poles  this  year. 

Big  German  banks  are  among  of  the 
pack.  Poles,  distrustful  of  state  banks 
and  with  little  to  buy  lately,  have  hidden 
away  as  much  as  $5  billion  to  $10  billion 
in  dollars  and  other  hard  currencies. 
Now,  the  Solidarity  government  hopes 
Western  banks  will  help  restart  the  Pol- 
ish economy  by  tapping  these  savings  to 
finance  business  lending.  Deutsche  Bank 
and  UG  Bank  already  are  considering  set- 
ting up  new  ventures  in  Poland. 

If  Poland's  proposed  shift  to  market 
economics  is  still  in  it.s  infancy,  Hunga- 
ry's is  walking  and  talking  a  bit.  With  a 
functioning  private  service  sector  and 


huge  tax  breaks  already  luring  Western 
investors,  Hungary  is  halfway  there. 
Still  behind  Poland  in  its  transition  to 
democracy,  Hungary  should  leapfrog 
Poland  in  that  respect,  too:  It  will  hold 
free  elections  by  next  June. 
RAIL  BARGAIN.  The  growing  movement 
toward  political  freedom  has  already  at- 
tracted a  flurry  of  Western  joint-venture 
investments  in  recent  months,  including 
a  Dow  Chemical  Co.  partnership  with 
two  Hungarian  chemical  companies  to 
produce  insulation  materials  and  an  auto 
ignition  project  with 
Germany's  AEG.  On 
Wall  Street,  Bear, 
Stearns  &  Co.  is  raising 
$50  million  for  a  Hun- 
garian mutual  fund. 

In  one  of  the  largest 
deals  to  date,  Britain's 
Telfos  Holdings  PLC  in 
August  bought  51%  of 
the  ailing  Hungari- 
an state-owned  railcar 
maker  Ganz  Railway 
Vehicle  for  $3.1  million 
in  cash  and  $15.5  million 
worth  of  technology 
and  management  ad- 
vice. Telfos  is  getting 
skilled  workers  and  factories  in  the 
heart  of  Europe  to  meet  an  expected 
Continent-wide  shortage  of  rolling  stock. 

Investors  such  as  Telfos — offering 
capital  and  management  assistance  in 
return  for  a  piece  of  the  profits — are 
what  Eastern  Europeans  want  most 
from  the  West.  One  such  investor  is  Citi- 
bank, which  in  August  put  together  a 
management  buyout  of  the  ailing  Hun- 
garian state-owned  Apisz  stationery 
chain.  But  Apisz  General  Manager  An- 
drew Kardos,  lacking  experience  run- 
ning a  private  company,  is  not  sure  what 
comes  next.  "I've  never  done  this  be- 
fore," he  says.  "I  have  to  learn." 

To  help  entrepreneurs  such  as  Kardos, 
Western-style  MBA  and  executive-train- 
ing programs  are  already  pop- 
ping up  in  both  Hungary  and  Po- 
land, and  small  training  grants 
are  trickling  in  from  the  U.  S. 
and  elsewhere.  Such  programs 
won't  help  Poland  or  Hungary 
adapt  to  a  new  economic  system 
overnight.  But  Bonn,  Washing- 
ton, and  other  Western  powers 
want  to  help  the  process  along 
and  are  willing  to  supply  seed 
capital  and  encouraging  words. 
That  may  not  add  up  to  another 
Marshall  Plan.  But  with  Eastern 
Europe  reawakening  on  its  own, 
a  lot  less  may  go  a  long  way 
toward  generating  big  dividends 
in  future  East-West  relations. 

By  Gail  E.  Schares  in  Warsaw, 
with  Bill  Javetski  in  Washington 
and  bureau  reports 
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ARGENTINA  I 


ARGENTINA  GETS  READY 

FOR  'SURGERY  WITHOUT  ANESTHETIC 


Countering  years  of  tradition,  Peronist  Menem  attacks  state  ownership 


At  La  Gran  Provision,  a  supermar- 
ket off  Buenos  Aires'  Avenida  Li- 
bertador,  customer  Claudia 
Geisso  says  that  prices  "have  finally 
leveled  off."  In  July,  retailers  vi^ere 
changing  price  tags  every  morning  and 
afternoon  to  keep  pace  with  the  hyper- 
inflation that  roared  to  a  197'/^  monthly 
rate.  The  sharp  braking  of  inflation  is 
the  good  part  of  President  Carlos  Men- 


em's  attempt  to  drastically  reshape  Ar- 
gentina's economy.  The  bad  part,  says 
Geisso,  a  31-year-old  mother  of  two, 
is  that  merchandise  is  still  "very 
expensive." 

Like  malignant  growths,  the  subsidies, 
protectionism,  and  government  bureau- 
cracy that  have  sapped  the  Argentine 
economy  can't  be  removed  without  pain. 
Soon  after  taking  office  as  President  on 


July  8,  Menem  vowed  to  perform  "sur 
gery  without  anesthetic"  on  the  state 
'run  enterprises  whose  huge  deficit: 
have  fueled  endemic  inflation.  But  to  cu 
budget  deficits,  Menem  has  also  deal- 
Argentines'  purchasing  power  and  livinji^ 
standards  a  severe  blow  by  hikinji^ 
charges  for  underpriced  transportatiori'l 
electricity,  and  other  public  services  b;  j 
as  much  as  1,000%.  | 
HIGH  RISKS.  Menem's  aim  is  to  unleasjJ 
market  forces  and  shrink  the  state's  rol,  | 
in  what  he  calls  a  "productive  revoli  I 
tion."  In  an  interview  at  the  Casa  R(  j 
sada,  the  presidential  palace  in  Bueno  j 
Aires,  he  told  BUSINESS  WEEK:  "We  car 
not  afford  to  remain  isolated  from  , 
world  that  is  changing  economically  in  j 
spectacular  way."  Politically,  that  ma  i 
be  a  high-risk  strategy  in  a  country  wit  ' 


A  TALK  WITH  CARLOS  MENEM:  'SUBSIDIES  NO  LONGER  EXIST' 


As  President  of  Argentina,  Carlos 
Menem,  59,  is  pushing  economic  re- 
forms. He  also  projects  an  energetic 
image,  playing  soccer  and  piloting 
Air  Force  jets.  Before  his  state 
visit  to  the  U.  S.,  Menem  talked  with 
BUSINESS  week's  Sao  Paulo  bureau 
manager  Jeffrey  Ryser  and  Buenos 
Aires  correspondent  Richard  Kessler 
in  the  Casa  Posada's  Cabinet  room. 


Q  Why  are  you  encouraging 
market  forces? 

A  Economic  stagnation!  In  the 
country  of  cows,  wheat,  milk, 
and  abundance,  how  can  we 
have  9  million  people  out  of  30 
million  living  in  poverty?  It  is  a 
product  of  a  policy  that  evi- 
dently has  been  inadequate. 

Q  What  are  your  aims? 

A  Argentina  is  powerful  in 
raw  materials,  food,  energy, 
and  human  resources.  We 
must  liberate  these  resources 
and  oi)en  our  doors  so  foreign 
capital  can  help  us  grow. 


Q  Polificatly,  critics  say,  you  have 
only  a  few  months  to  get  results. 

A  Some  sectoi-s,  particularly  workers, 
are  facing  difficult  conditions.  But  they 
are  accepting  it.  except  for  certain 
groups  that  hav*?  not  comprehended 
that  Argentina  has  changed. 

Q  Your  policies  are  likely  to  provoke 
strikes.  How  will  you  respond? 


A  We  are  going  to  take  measures  to 
challenge  the  union  leadership  in  court. 
Those  who  don't  work  will  be  replaced 
by  those  who  want  to  work.  Regretta- 
bly, we  have  to  be  tough. 

Q  How  about  industnalists  who  still 
demand  subsidies? 

A  Subsidies  no  longer  exist.  They  will 
be  as  unprotected  as  pensioners,  who 


will  no  longer  travel  on  subways  free  if 
their  pension  is  over  $170.  The  same 
goes  for  power  workers  who  pay  re- 
duced electric  rates.  These  subsidies 
have  disappeared  forever. 

Q  What  about  Peronism's  negative 
image  abroad? 

A  (Looking  annoyed)  We  can't  spend 
all  day  telling  what  Peronism  really  is. 


Peronism  is  what  is  happening  now  in 
Argentina. 

Q  Who  will  buy  the  companies  beings 
pnvatized? 

A  Whoever  wants  to.  They  are  public: 
tenders  open  to  international  bidders.  ! 

Q  You  plan  to  allow  private  foreign) 
ownership  of  oil  assets.  Is  this  a  first\ 
for  Latin  America? 

A  I  believe  we  are  the  first  in 
Latin  America  to  carry  out 
something  as  revolutionary  as 
what  we  are  doing  with  the  Ar- 
gentine state  oil  company. 

Q  Are  you  renewing  diplo- 
matic ties  with  Britain  for  the 
sake  of  economic  ties  with  tht  . 
European  Community? 

A  There  was  no  possibility  oi 
obtaining  results  for  the  inte 
gration  of  the  Malvinas  [Falk 
land  Islands]  to  our  country  ex 
cept  by  dialogue.  And  we  know 
that  because  Argentina  has  £ 
conflict  with  an  EC  membei 
state,  it  has  direct  or  indirect  problemsj 
with  other  EC  members.  These  are  prac 
tical,  pragmatic  questions. 

Q  President  Bush  seems  to  haw 
started  a  sports-nut  fashion  amonf 
Presidents. 

A  What  do  you  mean?  I  came  befon 
Bush:  soccer,  basketball,  piloting  air 
planes,  boxing,  volleyball.  ! 
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eping  the  wheels  of  industry 
"iiiiig  these  da\'s  takes  more 
m  capital-it  also  takes  a  stead) 
w  of  ideas  for  putting  that  capi- 
to  best  use.That  s  why  hundreds 
:ompanies  whose  business  runs 
wheels  have  turned  to  (iE  Ciapi- 
for  financial  services. 
)ne  of  our  capital  ideas  paired 
'  fast-growing  East  and  West 
ist  business  of  PenskeTruck 
asing  with  the  strengths  of  our 
sing  operations  in  the  country's 


interiorThissvnergy  built  a 
nationwide  joint  venture  that  has 
over  ixxiM)  vehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
icas railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  GECiapital  Railcar 
Ser\  ices  are  spared  not  onK  the 
capital  investment, but  also  main- 
tenance worries. 

Our  \ehicle  tleet  management 
expertise  gave  us  the  capital  idea 
to  ofter  our  corporate  tleet  man- 


ager customeis-whether  they 
lea,se,  own  or  reimburse-a  range 
of  value-added  ser\  ices:  from  fuel 
pui'chasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  bv  Capital  ideas  for  inven- 
tor) financing,  workingcapital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels,  chanc  es  are 
(IE  Capital  hasa  ti  uckloadof 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  24:^2222. 

That  s  a  1 1  i  1 1  a  kes  t  o  get  t  he  ba  1 1 
rolling 

Not  Just  CaffltaL 
Coital  Ideas. 


Coital  Ideas 
getrdling 

at  GE  Capital 


The  IBM  RT'"  system,  running  AIX^ 
can  connect  64  terminals  into  one  harmonious 
system.  It  can  do  that  with  excellent  perfor- 
mance, at  a  very  sound  price. 

The  RISC -architecture  of  the  improved 
RT  serves  up  so  much  processing  power  to  all 

64  people  on  the  system, 
.  •       everyone  is  able  to  do  his 

LOnneCt  your  OlllCe  in  orherjob  aUatonce 

J    ^  .       ^  1  WithAIX. 

periect  o4-part  harmony  lust  by  ibms  enriched 

I  J.    J  ^  J  J   version  ol  the 

ising  the  IBM  RT  with  AIX. 

cations,  including  the  many 
office -automation  and  CAD/CAM  applications 
in  AIX,  can  be  shared  with  ease. 

Ditto  for  data  bases.  And  for  expensive 
peripherals,  like  laser  printers. 

So  you  see,  the  RT  system 
"  running  on  AIX 

not  only  distributes 
power  effectively,  it's 
also  very  effective  at 
distributing  your  costs. 
And  at  protecting  your 

runs  with  AIX,  you 
have  the  flexibility  to  expand  your  network  in 
many  directions. 

You  can  connect  up  a  variety  of  systems, 
from  SUN®  to  DEC®  to  HP®  to  AT&T®  Or 
you  can  link  up  a  broad  range  of  IBM  [)rod- 
ucts— from  the  PS/2®  all  the  way  up  to  the 
System/370® 

So  if  you've  been  waiting  to  hear  about 
the  right  file-serving  system  at  the  right  jjrice, 
contact  your  IBM  marketing  representative  or 
IBM  Business  Partner  or  call  1  800  IBM- 
2468,  ext.  149  to  learn  more  about  the  IBM 
RT  system. 

Everything  from  its  performance  to  its 
price  will  strike  just  the  right  note.  The  IBM 
RT  with  AIX.  Maldng  your  business 
come  together. 


software  investment. 
And  since  the  H  i 


I 


nternationarBusiness 


institutions  that  have  been  shaped  by  a 
pervasive  government  role.  It  is  particu- 
larly surprising  for  a  President  elected 
last  May  as  the  candidate  of  the  Peron- 
ist  movement,  formally  known  as  the 
Justicialist  Party.  Peroni.sm's  founder, 
Juan  Peron,  saddled  the  Argentine  econ- 
omy with  a  system  of  state  intervention, 
starting  in  the  1940s. 

Like  Soviet-bloc  reformers  who  have 
been  revising  Marx  and  Lenin,  however, 
the  pragmatic  Menem  explains  away  his 
seemingly  abrupt  break  with  Peronist 
tradition  by  simply  redefining  it.  "Peron- 
ism,"  he  asserts  bluntly,  "is  what  is  hap- 
pening now  in  Argentina."  hideed, 
moves  to  open  markets  and  shrink  the 
government's  role  have  also  been  hap- 
pening in  other  Latin  American  coun- 
tries, from  Mexico  and  Venezuela  to  Bo- 
livia and  Chile,  as  well  as  in  Eastern 
Europe  (page  44). 

Menem's  performance  will  come  under 
scrutiny  when  he  visits  President  Bush 
on  Sept.  27,  just  when 
bankers  from  around 
the  globe  are  assem- 
bled in  Washington  for 
meetings  of  the  World 
Bank  and  the  Interna- 
tional Monetary  Fund. 
The  IMF  has  readied  a 
$L5  billion  standby 
loan  to  Argentina, 
showing  its  approval 
of  Menem's  actions. 
Menem  plans  to  initiate 
talks  with  the  IMF, 
World  Bank,  and  credi- 
tor governments  to  re- 
structure their  share  of 
Argentina's  $55  billion 
foreign  debt,  and  nego- 
tiate later  with  com- 
mercial banks,  which 
hold  $39  billion  of  the 
total. 

When  Menem  took 
office  on  July  8,  Argen- 
tina was  in  a  crisis  trig- 
gered by  waves  of  in- 
flation and  looting. 
Since  then,  he  has  been 
pushing  a  hectic  agenda  of  economic  re- 
forms. "Back  in  June,  we  saw  the 
abyss,"  recalls  Patricio  C.  Perkins,  presi- 
dent of  Hughes  Tool  Co.,  a  subsidiary  of 
oil-fiei(i  equipment  maker  Baker  Hughes 
Inc.  "Since  then,  there  has  been  a  180- 
degret  turn." 

The  first  stage  of  Menem's  strategy, 
which  is  aimed  at  stabilizing  the  econo- 
my, lowered  inflation  to  about  a  6%'  rate 
in  Septei-'ber.  As  part  of  Menem's  ap- 
proach, he  persuaded  business  and  labor 
to  hold  down  prices  and  wages.  But  to 
douse  inflationary  pressures  that  would 
eventually  shatter  such  a  pact,  Menem 


also  took  steps  to  slash  the  runaway 
federal  deficit,  equivalent  to  237'  of  Ar- 
gentina's $70  billion  gross  domestic 
product.  A  key  measure  is  the  Economic 
Emergency  Act  that  he  got  Congress  to 
pass.  It  reduces  subsidies,  including 
costly  handouts  to  industry  in  the  guise 
of  "industrial  promotion,"  by  $2.5  billion 
a  year. 

TAX  CHEATS  ABOUND.  In  October,  the 
budget  deficit  is  expected  to  drop  to 
zero,  and  by  December,  it  may  be  in 
surplus,  says  Deputy  Economy  Minister 
Orlando  J.  Ferreres.  But  this  doesn't 
count  the  $3.5  billion  annual  interest  on 
the  debt  to  foreign  banks,  which  former 
President  Raul  Alfonsin  stopped  paying 
in  1988. 

Basic  economic  restructuring,  the  sec- 
ond stage  in  Menem's  strategy,  is  also 
under  way.  For  decades,  Argentina  has 
printed  money  partly  to  make  up  for  the 
shortfall  in  tax  revenues  caused  by  wide- 
spread tax  evasion.  Tax  reform  will 


By  yearend,  Aerolineas  Argentinas  is 
also  slated  to  go  on  sale,  along  with  oil 
and  gas-exploration  acreage  held  by  Ya 
cimientos  Petroliferos  Argentinos  (YPF) 
the  state  oil  company.  Menem  has  al 
ready  speeded  up  foreign  leasing  o 
more  than  20  tracts  that  had  been  heU 
up  by  bureaucratic  delays  under  a  pro 
gram  launched  by  Alfonsin.  Texaco,  fo; 
one,  plans  to  invest  $35  million  in  Argen 
tina,  and  Exxon  is  expected  to  start  drill 
ing  offshore.  Under  an  "intervenor"  ap 
pointed  by  Menem,  YPF  operations  sucl 
as  tankers  and  drilling  services  may  b( 
privatized.  Such  a  reduction  of  the  gov 
ernment's  role  in  the  oil  industry — a  na 
tionalist  sacred  cow  throughout  Lath 
America — is  another  abrupt  reversal  o 
traditional  Peronism. 

Like  Venezuela's  Carlos  Andres  Pere; 
and  Mexico's  Carlos  Salinas  de  Gortari 
Menem  seems  certain  to  face  show 
downs  over  his  restructuring — with  la 
bor  unions  and  with  industrialists  accu 


boost  receipts  to  16%  of  gross  domestic 
product  this  year  and  to  24%  in  1990, 
Ferreres  predicts,  by  simplifying  the  tax 
code  and  computerizing  collections. 

A  law  passed  by  Congress  on  Sept.  1 
also  has  set  in  motion  a  massive  sell-off 
of  more  than  30  state-run  companies, 
ranging  from  railroad  lines  to  TV  sta- 
tions, with  foreigners  and  Argentinians 
bidding  on  equal  terms.  For  Entel,  the 
telephone  company  that  will  go  on  the 
block  soon,  bidders  are  expected  to  in- 
clude BellSouth,  Italy's  Telettra,  Swe- 
den's L.  M.  Ericsson,  Spain's  Telefonica, 
and  possibly  West  Germany's  Siemens. 


tomed  to  government  subsidies  an 
protection.  But  Menem  may  benefi 
from  voters'  unhappiness  with  past  pol 
cies,  which  have  shrunk  Argentina's  GD 
by  157  since  1975. 

"We  think  Menem  will  replace  ideok 
gy  with  common  sense,"  says  Ferrere: 
If  Menem  succeeds  in  doing  that,  he  wij 
be  opening  Argentina  to  the  same  fore 
of  private  enterprise  and  competitio| 
that  are  transforming  other  economiesj 
from  Latin  America  to  the  Soviet  bloc 

By  Jeffrey  Ryser  and  Richard  Kessler  i 
Buenos  Aires,  with  John  Pearson  in  Ne^ 
York 
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IQIFAX 

The  Sharp 
md  outsold  all  fax 
ichines  in  1987— for 
)d  reasons.  Sharp 
:es  the  most  advanced 
hnology  and  makes  it 
jrdable.  Sharp  has  a 
1  line  of  networkable 
ichines  designed  to  grow 
ih  your  business.What  did 
arp  do  for  an  encore? 


NQ1E^X 


1988  :  The  Sharp 

brand  outsold  all  other  fax 
machines— again.  Sharp 
machines  offer  the 
features— auto-dial,  auto- 
feed,  auto-cutter,  send-later 
and  sixteen-shade  halftone 
transmission— that  every 
business  wants  at  a  price  they 
can  afford.  To  learn  more,  call 
1-800-BE-SHARP 


TOSTAfNOl  ... 
f AX  FOR  2  YEARS.Y6U 
Hy^E  TO  BE  SHARP 


FROM  SHARPMINPS 
COME  SHARP  PRODUCTS 


THE  POWER  OF  BELIEF:  #2  in  a  series 


Who  will  nourish  the  seeds  of 
tomorrow's  technologies? 


The  handmaiden  k 


of  every  new  technology  is  risk.  There  are 


no  guidebooks  to  the  New. 


Success  or  If 


faihire  often  hinges  on  instinct,  and  the 
willingness  to  invest  in  a  belief.  ■  Decades 


^   ago,  Motorola  committed 


Motorola's  EMX  lomily  ol  swifc/ies  are  now  ihe  most 
'n/ely  used  cellular  Iclcphorw  sw/(ching  sysfems  in  ffie  world 


millions  to  an  emerging 
technology  that  many 


of 


I 


111 


dismissed  as  a  gimmick.  Today,  cellular 


phones  are  used  in  more  than  40  countries,  ii 


And,  we  produced  the  first  hand-held  cellular 
portable  phone.  In  1989,  we  n^troduced  the 
Motorola  Micro  T*A*C  Personal 
Telephone,  shirt-pocket  small 
^th  a  fraction  of  the  parts 
of  the  original  cellular  phone. 
■  These  developments,  along  with 
others,  are  the  product  of  an  annual  R&D 
investment  more  than  twice  the  national 


average.  Such  is  the 
measure  of  our  belief. 


Building  On  Beliefs 


^.  Micro T.A.C  and  Motorola  are  trademarks  of  Motorola.  Inc.,  't:  '1989  Motorola.  Inc 


M)  MOTOROLA 


nternational  Business 


BRITAIN  1 


THE  LAW  Of  THE  JUNGLE 
CATCHES  UP  WITH  JAGUAR 


Ford's  bid  means  the  wounded  cannaker  may  soon  be  gobbled  up 


Visitors  to  the 
Frankfurt  Inter- 
national Motor 
Show  in  mid-September 
rushed  to  view  new  lux- 
ury cars  from  BMW, 
Peugeot,  Toyota,  and 
Honda.  They  paid  scant 
attention  to  the  Jaguar 
display,  because  no  fan- 
cy new  models  were  in 
sight.  But  behind  the 
scenes,  the  British  auto 
maker  was  a  hot  topic 
of  conversation — as  a 
potential  takeover  tar- 
get. 

Now,  Ford  Motor  Co. 
has  made  the  first 
move,  saying  it  wants 
to  buy  15%  of  Jaguar 
PLC,  and  that  could  trig- 
ger a  sharp  bidding  con- 
test. The  157<  would  cost  Ford  $210  mil- 
lion. Jaguar  is  vulnerable,  and  its  stock 
spurted  267',  to  $7.92  a  share,  after 
Ford's  bid.  With  Jaguar  sales  falling  and 
a  $4.3  million  loss  in  the  first  half.  Chair- 
man Sir  John  Egan  admits  he  needs  a 
rich  partner,  but  he  would  prefer  a  deal 
that  leaves  the  company  independent. 
Ford — or  any  other  bidder — is  limited  to 
a  15%'  stake  until  the  end  of  next  year, 
when  a  "golden  share"  held  by  the  Brit- 
ish government  expires. 

The  Ford  offer  puts  pressure  on  Egan 
to  do  a  deal  soon.  Despite  recent  talks 
with  several  major  companies,  he  has 
not  found  a  minority  partner.  Besides 
Ford,  General  Motors  Corp.  is  known  to 
be  interested.  The  global  realignment 
now  under  way  is  driving  the  mass-mar- 
ket producers  to  extend  their  model 
lines.  So  even  with  its  problems — punish- 
ing overheads,  low  productivity,  and 
questionable  quality— Jaguar  is  attrac- 
tive. In  lEurope,  Ford  and  GM  are  the 
only  major  producers  without  a  luxury 
entry.  That  also  explains  why  Ford  is 
continuing  To  try  to  negotiate  a  deal 
with  Sweden's  Saab. 
WRESTLING.  Kgan  can't  count  on  an  out- 
pouring of  [)olitical  support  for  his  inde- 
pendence. "A  Ford  bid  would  be  good 
for  Jaguar  and  for  Britain,"  says  Sir  Hal 
Miller,  a  senior  Tory  MP.  Jaguar's  unit 
sales,  once  forecast  at  56,000  for  this 
year,  are  now  expected  to  come  in  at 


SLEEK— BUT  SALES  ARE  SINKING 


50,000,  less  than  last 
year.  To  move  metal  in 
the  U.  S.,  which  ac- 
counts for  40%  of  sales. 
Jaguar  this  month  cut 
the  price  of  its  cheapest 
XJ6  by  10%,  to  $39,700. 

Ford  wrestled  with 
taking  a  direct  stake  in 
Jaguar,  its  first  unwel- 
come foray,  for  over  a 
year  before  opting  for  a 
preemptive  strike.  "Our 
intention  would  be  to 
maintain  it  as  a  sepa- 
rate and  autonomous 
entity,"  says  Ford  of 
Europe  Chairman  L. 
Lindsey  Halstead.  Ford 
plans  a  major  injection 
of  cash  and  technology 
to  improve  quality  and 
add  models. 

term,  Ford  must  lobby 
Jaguar  employees,  and 


In  the  short 
shareholders 
politicians.  Ford  executives  were  on  the 
phone  to  politicians  such  as  Labor  leader 
Neil  Kinnock  and  senior  advisers  to 
Prime  Minister  Margaret  Thatcher  soon 
after  notifying  Egan  of  their  offer,  and 
2eport  no  outright  hostility.  But  Ford's 
biggest  challenge  will  be  winning  Egan's 
support.  It  will  take  some  doing  before 
Ford  can  park  Jaguar  in  its  garage. 

By  Richard  A.  Melcher  in  London,  with 
bureau  reports 


FRANCE  I 


APRCS  PEUGEOT, 
lEDElUCE? 


If  the  strike  there  succeeds, 
labor  unrest  could  spread 


A 


uto-body  assembler  Joseph  Ran- 
gel  brandishes  a  picket  sign  out- 
side the  Paris  headquarters  of 
his  employer,  Peugeot.  "We  have  sacri- 
ficed wages  for  years,"  he  grumbles. 
Rangel,  who  takes  home  $800  a  month 
after  15  years  with  the  company,  knows 
that  the  restructured  Peugeot  is  now 
making  record  profits.  He  wants  a  much 
bigger  share  for  himself. 


Employers  all  over  France  think  thej 
may  soon  be  faced  with  workers  such  asi 
Rangel.  The  French  economy  is  boomi 
ing,  corporate  profits  are  strong,  anc 
rank-and-file  workers  are  prodding  theii 
unions  to  break  the  labor  peace  that  ha; 
reigned  for  most  of  the  1980s.  Last  yean 
work  days  lost  because  of  strikes  fell  t< 
half  the  number  of  1982  and  one-thirc 
the  1979  level.  That's  because  the  goaj 
of  most  workers  has  been  to  hang  on  tc 
their  jobs,  during  a  time  when  companj 
after  company  has  restructured.  Bu' 
now,  opinion  polls  indicate,  more  that 
40%  of  workers  are  ready  to  strike  fo; 
higher  wages.  The  French  fear  strike; 
this  fall  in  public  services  and  at  sucl 
industrial  companies  as  Renault. 

The  strike  at  Peugeot  could  be  thf 
catalyst.  It  began  on  Sept.  5  as  a  stop* 
page  at  the  company's  second-larges 
plant,  in  Mulhouse.  With  union  backing 
it  now  has  spread  to  Peugeot's  bigges 
plant,  at  Sochaux.  Only  about  10%  o 
Peugeot's  36,000  workers  are  on  strike 
because  the  unions  can't  afford  to  cove 
lost  pay.  But  their  actions  are  cuttinj 
car  output  to  about  25%'  of  normal.  |; 
HANGING  TOUGH.  "Everyone  is  watchinj' 
Peugeot,"  says  Gerard  Muteau,  head  o 
Renault's  biggest  union,  the  Communist 
led  Confederation  Generale  du  Travai' 
He  predicts  a  wave  of  union  battles  i 
Peugeot  strikers  win  more  pay.  They'r 
asking  for  raises  of  more  than  20%'. 

Peugeot  is  a  fat  target.  Its  earning 
jumped  32%  last  year,  to  $1.4  billion,  an' 
insiders  say  profits  for  the  first  half  o 
this  year  equaled  that.  Nonetheless 
Peugeot  Chairman  Jacques  Calvet  n 
fuses  to  negotiate,  insisting  he  musr 
modernize  plants  to  fight  looming  Japj 
nese  competition.  Angry  union  leader 
claim  he  has  the  tacit  backing  o 
France's  Socialist  government.  Prim 
Minister  Michel  Rocard  is  caught  b( 
tween  his  party  members'  demands  t 
spread  France's  wealth  and  a  desire  t 
avoid  fueling  inflation,  especially  by  h 
dexing  wages,  as  was  common  in  tn\-i 
past.  That's  what  Peugeot's  worker 
want.  Instead,  many  French  companies 
including  Peugeot,  now  pay  modest  bd 
nuses  based  on  profits.  | 

Peugeot  officials  predict  that  manjr; 
strikers  will  return  to  work  in  early  Qiiv 
tober,  after  they  have  seen  reduced  enc:  ■ 
of-the-month  paychecks.  But  union  leal 
ers  pledge  to  hang  tough.  "We  may  mi. 
have  a  big  treasury,  but  we're  going  tjii 
put  a  lot  of  pressure  on  the  goveri, 
ment,"  promises  Marc  Simon,  head  q 
the  independent  Force  Ouvriere  union  {! 
Peugeot's  Mulhouse  plant.  With  Frenc 
industry  so  flush  these  days,  that  pre 
sure  may  prove  very  hard  for  Mich'  I 
Rocard  and  Jacques  Calvet  to  resisi 
By  Stewart  Toy  in  Par] 


54  BUSINESS  WEEK/OCTOBER  2,  1989 


INTERNATIONAL  BUSIN'.S 


planning  a 

The  Power 
of  Ideas: 

Takeover 
Defense. 


First  in  number  of  takeover  defense  transactions. 
First  in  takeover  defense  "success  rate". 
First  in  number  of  defense  transactions  over 
$1  billion. 

First  in  number  of  defense  transactions  under 
$250  million. 


The  power  of  ideas  is  never  more  critical  than  in 
planning  a  successful  takeover  defense.  With  so 
stake,  there's  no  place  for  cookie  cutter 
solutions.  And  no  time  for  false  moves. 
You  want  to  work  with  the  best— for 
the  quality  of  ideas  they  can  bring  to 
the  table  and  the  financial  muscle  to 
implement  them. 

First  Boston's  dedicated  defense  team 
delivers  both,  hi  the  past  five  years, 
we've  fought  to  keep  more  clients  out  of 
hostile  hands  than  any  other  firm,  with 
an  tmprecedented  success  rate  in  1989 
defensive  situations.  This  history  of  pre- 
eminent sticcess  has  been  achieved,  in 
part,  because  of  First  Boston's  ability  to 
commit  its  own  capital  to  make  a  defense 
strategy  work.  Otir  commitment  is 
reflected  in  a  willingness  to  provide 
more  than  $10  billion  in  bridge 
financing  in  14  defensive  situations. 

Our  record  is  equally  strong  in 
structuring  innovative  proactive 
defenses  which  increase  a  company's 
value  in  the  miirketplace  and  discourage 
opportunistic  accjuirors.  During  the 
past  two  years,  we  pioneered  the  first  proactive 
prefeiTed  stock  ESOP;  the  first  use  of  a  proactive 
dividend  recapitalization;  and  the  first  substantial 
use  of  tax-efficient  installment  notes. 

In  the  area  of  proactive  defense,  we  are 
particularly  proud  of  our  "silent"  success  stories 
becatise  they  demonstrate  how  creative  ideas  can 
help  our  clients  stop  hostile  activity  before  it  starts. 

In  the  current  environment,  many  companies 
face  the  possibility  of  l)ecoming  a  takeover  target. 
Wliatever  the  size  of  your  company  or  your  partic- 
ular situation,  our  objective  is  the  same:  to  preserve 
long-term  shareholder  valtie  by  turning  innovative 
ideas  into  effective  results. 


First  Ideas, 
Then  Results. 

W  First  Boston 

A  CS  First  Bcislon  Company 


nternational  Outlool 


SELF-RULE  IN  NAMIBIA  WON'T  BREAK 
SOUTH  AFRICA'S  STRANGLEHOLD 


EDITED  BY  STANLEY  REED 


After  74  years  of  South  African  rule,  Namibia,  the  min- 
eral-rich territory  on  the  continent's  southwest  flank, 
is  headed  for  independence.  It  will  hold  constitutional 
assembly  elections  on  Nov.  6  that  will  help  establish  a  new 
government  and  set  a  date  for  independence.  But  political 
change  won't  do  much  to  alter  life  for  the  average  Namibian 
for  some  time  to  come.  That's  because  South  Africa  is  likely  to 
maintain  an  economic  stranglehold  over  the  territory  by  con- 
trolling viUil  trade  links  and  most  of  the  mining 
operations  that  dominate  the  economy. 

The  South  Africans  will  have  to  exercise  their 
leverage  carefully,  however.  The  upcoming  con- 
stitutional assembly  elections  will  be  closely 
watched  by  a  4,000-man  United  Nations  force 
sent  to  ensure  a  free  and  fair  vote.  Reports  of 
widespread  irregularities  would  damage  the  ef- 
forts of  new  South  African  President  F.  W.  de 
Klerk  to  gradually  restore  his  country  to  interna- 
tional respectability.  In  addition,  blatant  fraud 
and  voter  intimidation  might  jeopardize  the  re- 
gional settlement  for  Southern  Africa  brokered 
last  December  by  the  U.  S.  and  the  Soviet  Union. 
The  accord  links  Namibian  independence  to  some- 
thing the  South  Africans  desperately  want — the 


SWAPO'S  SAM  NUJOMA 


withdrawal  of  Cuban  troops  from  neighboring  Angola.  The 
U.  S.  places  great  importance  on  a  successful  outcome  in  Na- 
mibia as  a  milestone  for  easing  East- West  competition  on  the 
African  continent. 

LESS  MILITANT.  The  Nov.  6  elections  will  be  crucial.  The  South 
West  Africa  People's  Organization  (SWAPO),  the  political  party 
with  a  guerrilla  arm  that  has  led  the  'fight  for  independence 
since  1966,  seems  certain  to  win  a  majority  but  is  unlikely  to 
obtain  the  two-thirds  vote  needed  to  write  its  own  constitution. 
Many  observers  in  Windhoek,  Namibia,  now  believe  that  other 
parties  will  garner  enough  votes  to  prevent  swapo  from  dictat- 
ing terms. 

SWAPO's  leader  is  Sam  Nujoma,  60,  a  former  railway  union 
activist  who  returned  to  Namibia  on  Sept.  14  after  nearly  30 


years  in  exile.  The  Marxist  leaders  of  SWAPO  have  long  since 
toned  down  their  earlier  calls  for  wholesale  nationalizations 
The  organization  fears  disrupting  the  mining  operations  that 
account  for  one-third  of  the  territory's  tiny  $1.1  billion  econom- 
ic output  and  80^  of  exports.  "There's  already  an  accepted! 
principle  of  no  expropriation  without  compensation,"  says| 
Clive  Cowley,  a  Consolidated  Diamond  Mines  spokesman  inf; 
Windhoek.  CDM,  a  De  Beers  subsidiary,  scrapes  up  1  million| 
carats  a  year  in  gem-quality  diamonds  from  the 
beaches  of  its  huge,  helicopter-patrolled  zone.  The 
company  has  rewarded  SWAPO's  moderation  by 
agreeing  to  spend  $117  million  developing  two 
new  diamond  mines  and  a  gold  mine. 

SWAPO  is  giving  similar  assurances  to  RTZ,  the 
British  owners  of  the  world's  largest  uranium 
mine,  the  Rossing  pit,  and  the  white  ranchers! 
who  control  vast  holdings  in  the  south.  Still,' 
SWAPO  will  be  under  pressure  to  go  in  for  some 
nationalization  and  land  redistribution  to  show  its* 
revolutionary  mettle.  Some  300,000  of  the  1.2  mil- 
lion black  Namibians  are  employed  by  white  . 
farmers,  while  another  870,000  eke  out  a  living, 
through  subsistence  agriculture.  Fanuel  Tjin-: 
gaete,  an  economist  at  the  University  of  Namibia, 


predicts  SWAPO  will  eventually  press  for  minority  state  owner 
ship  of  major  private  concerns.  South  Africa's  trump  card  in 
upcoming  negotiations  may  be  Walvis  Bay,  the  only  deepwatei 
port  on  the  Namibian  coast.  This  enclave,  which  has  historical- 
ly been  part  of  South  Africa,  is  a  vital  link  for  trade  and 
"there  is  no  intention  of  handing  it  over,"  says  Carl  von 
Hirschberg,  the  South  African  Deputy  Administrator  General 
Despite  South  Africa's  long  shadow,  the  odds  are  good  for  a 
peaceful  transition  to  independence  that  will  stand  as  a  ar 
example  of  successful  big-power  diplomacy.  Cheered  by  this 
success,  the  U.  S.  government's  Africa  specialists  now  want  U 
try  their  hands  at  mediating  some  of  the  other  long-standing 
conflicts  on  the  continent. 

By  Jonathan  Kapstein  in  Windhoek,  Namibic 


GLOBAL  WRAPUP I 


CHINA 


In  the  past  10  years,  China's  top  lead- 
er, Deng  Xiaoping,  has  twice  named 
successors — only  later  to  help  sack 
them.  That  was  the  fate  of  liberal  re- 
formers Hu  Yaobang  and  Zhao  Ziyang. 
Now,  Deng  has  a  third  candidate.  Com- 
munist Party  boss  Jiang  Zemin,  an  eco- 
nomic moderate  with  hardline  political 
views.  A  university-educated  engineer, 
Jiang,  63,  held  trade  and  investment 
posts  before  becoming  Electronics  Min- 
ister and  mayor  of  Shanghai. 

Jiang  is  the  to[)  candidate  to  lead 
China  after  Deng,  but  he  has  no  power 
base  of  his  own  and  will  need  time  to 
build  support.  With  rumors  swirling 


that  Deng  was  near  death,  the  top 
leader  appeared  on  Sept.  16  for  the 
first  time  in  three  months.  Although  he 
walked  unsteadily,  he  laughed,  ges- 
tured, and  talked  at  length  with  visit- 
ing American  physicist  T.  D.  Lee. 

Right  now,  the  betting  is  that  the 
longer  Deng  lives,  the  better  are 
Jiang's  chances.  But  Deng  cannot 
guarantee  the  succession.  The  June 
massacre  near  Tiananmen  Square  cost 
him  prestige  because  he  had  to  sacri- 
fice the  party's  reformist  wing  to  pla- 
cate conservative  party  elders  with 
close  links  to  the  army.  Although  Deng 
spends  little  time  on  affairs  of  state, 
his  presence  lends  a  surface  calm  to 
Beijing.  Because  he  has  no  strong  heir. 


his  death  is  likely  to  trigger  a  power 
struggle. 

Jiang's  chief  rival  is  Premier  Li 
Peng.  Athough  highly  unpopular  out- 
side China,  where  he  is  associated  with 
the  crackdown,  Li  Peng  enjoys  the  sup- 
port of  the  conservative  elders.  The 
business  community,  on  the  other 
hand,  considers  Jiang  preferable  be- 
cause he  favors  foreign  investment 
while  Li  Peng  is  a  central  planner. 

The  uncertainty  over  who  will  suc- 
ceed the  85-year-old  Deng  is  paralyzing 
Beijing.  Deng's  latest  choice  suggests 
that  China  will  try  to  keep  ties  open  to 
foreign  investors.  But  until  the  smoke 
clears  away,  no  one  is  likely  to  commit 
money. 
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JNDAI 


How  Do  You  See  Hyundai? 

You  probably  picture  Hyundai  as  a  maker  of  affordable,  high- 
quality  cars. 

That  picture's  not  wrong.  Just  incomplete. 

Those  who  work  with  advanced  computers,  ships  and  nuclear 
power  plants  have  a  better  idea  of  our  scope. 

In  fact,  you'll  find  the  Hyundai  name  behind  sophisticated 
engineering  projects,  petrochemicals,  robotics,  and  satellite 
communication  systems,  among  other  exciting  and  diverse 
industries. 

Which  is  why  in  Korea,  Hyundai  has  become  a  symbol  of  our 
nation's  economic  progress. 

So  by  all  means,  remember  our  cars.  But  don't  forget  the  big 
picture. 


AHYUNDill 

K.PQ  Box  92  Seoul.  Korea 

Tl  Y-  k'OQIH/c;     CAY-  /r\0\  7/10  onco 


In  a  Different  Light. 


<2 


[ay's  business  world,  new  opportunities  arise  into  your  business,  we  can  see  those  opportunities  in 
uously.  With  our  global  perspective  and  insight      the  light  of  your  objectives.  Twenty-four  hours  a  day. 


Bank  of  America 


I 


ntertainment 


MUSICI 


CLEVELAND  MAY  FINALLY  GET 
SOME  SATISFACTION 


It's  closing  in  on  the  funding  to  build  the  Rock  Hall  of  Fame 


As  rock  'n'  roll  music  settles  com- 
fortably into  middle  age,  its  place 
in  history  seems  assured.  This 
year  alone,  millions  of  fans  will  line  up 
to  see  the  Rolling  Stones,  the  Grateful 
Dead,  even  Ringo. 

But  finding  a  place  to  house  the  mu- 
sic's memorabilia,  a  shrine  to  which 
adoring  fans  can  flock  just  as  country 
music  lovers  do  to  Nashville  or  baseball 
fans  do  to  Cooperstown,  N.  Y.,  hasn't 
been  so  easy.  Since  1986,  56  of  rock  'n' 
roll's  finest,  including  the  likes  of  the 
Stones'  Mick  Jagger,  Elvis  Presley,  and 
the  Beach  Boys,  have  been  elected  to  the 
Rock  &  Roll  Hall  of  Fame  &  Museum. 
Trouble  is,  there's  still  no  place  to  hang 
their  guitars. 

The  plan  was  to  open  a  $49.9  million 
hall  in  Cleveland  by  1992.  But  that  idea, 
hatched  back  in  1986,  has  remained  in 
the  warm-up  phase.  The  project,  run  by 
Cleveland  boosters,  was  plagued  by  inef- 
fective management  and  anemic  fund- 
raising.  Discord  between  Cleveland  offi- 
cials and  the  hall's  New  York-based 
foundation  didn't  help. 
NO  GROUPIES.  Now,  the  foundation, 
which  is  made  up  of  record-company  of- 
ficials, has  given  Cleveland  a  Nov.  15 
deadline  to  raise  $40  million  or  face  los- 
ing its  claim  as  the  hall's  home.  That  has 
left  the  hall's  fate  in  the  hands  of  a 
group  of  state  and  city  officials  and  local 
business  executives  who  were  rounded 
up  by  Cleveland's  mayor  and  the  gover- 
nor of  Ohio  to  pull  the  project  out  of  a 
tailspin  in  May,  1988. 

The  locals,  led  by  former  Higbee  Co. 
Chairman  Robert  R.  Broadbent,  aren't 
exactly  a  collection  of  roadies  and  group- 
ies. But  they  just  may  finally  have 
Cleveland's  rock  museum  on  a  roll.  So 
far,  they  have  received  almost  $12  mil- 
lion in  corporate  commitments  and  an 
additional  $24  million  in  state,  county, 
and  locai  money.  Says  Broadbent,  whose 
interest  in  rock  music  began  at  the 
tender  age  of  66:  "I'm  certainly  more 
optimistic  n(jw  than  I  was  before." 

Cleveland's  hopes  now  hinge  on  its  bid 
for  a  $7  million  Ilrban  Development  Ac- 
tion Grant  from  the  federal  government. 
"We  need  it,  or  this  project  can't  go 
forward  as  planned,"  says  Vincent  J. 


Lombardi,  Cleveland's  director  of  com- 
munity and  economic  development.  "It  is 
the  final  and  necessary  piece  of  the  puz- 
zle." Cleveland  has  a  good  record  for 
attracting  UDAG  funds,  which  are  used 
for  real  estate  projects  in  economically 
distressed  cities.  But  it's  vying  with 
231  other  cities  for  a  share  of  a  grant 


pool  of  just  $50  million.  A  decision  is 
due  by  mid-October.  One  ace  up  Cleve- 
land's sleeve:  Cleveland  Representative 
Mary  Rose  Oakar  sits  on  two  House 
committees  that  play  key  roles  in  UDAG 
funding. 

For  virtually  any  city,  the  hall  would 
be  a  coup.  For  Cleveland,  which  hopes  to 
reap  $85  million  annually  in  tourist  trade 
from  600,000  visitors,  the  hall  also  would 
help  erase  its  reputation  as  the  "Mistake 


on  the  Lake."  Designed  by  I.  M.  Pei,  th(  ^ 
85,000-square-foot  building  would  crowi 
a  $1  billion  downtown  redevelopmen' 
project  overlooking  the  Cuyahoga  River 
The  project  would  also  help  reclain 
Cleveland's  admittedly  obscure  place  ii  il 
the  history  of  rock  'n'  roll.  The  man  wh< 
apparently  coined  the  term,  disk  jockej  lifl 
Alan  Freed,  organized  the  nation's  firs 
rock  concert,  dubbed  the  Moon  Dog  Cor  — 
onation  Ball,  in  Cleveland  in  1952 — al  ;^fjtj 
though  the  police  shut  the  concert  dowi  1_ 
because  the  overflow  of  fans  created 
fire  hazard. 

BEGGARS'  BANQUET.  But  even  with  S' 
much  to  gain,  the  city  almost  blew  r 
chances.  Instead  of  going  after  big  spon| 
sors,  locals  spent  their  time  pleading  fo: 
$15  donations  from  Clevelanders  with 
poster  campaign.  That  raised  jus 
$300,000.  With  all  the  buck 
rock  stars  pull  in,  you  migh 
think  they  would  be  linin] 
up  to  donate  some  money| 
But  rock  'n'  rollers  havi 
been  conspicuously  lackin 
in  Cleveland's  attempts 
build  the  hall.  So  far,  onl 
one  group — and  a  pendin 
nominee  at  that — has  com 
forward  to  help  out.  Earlie: 
this  month.  The  Who  sai 
that  it  would  donate  an  un 
specified  amount  from  tw* 
recent  concerts. 

The  going  might  hav 
been  easier  had  the  hall'; 
New  York  board  not  refuse^ 
to  move  its  annual  $l,500-a 
plate  induction  ceremonies 
to  Cleveland  from  New 
York's  Waldorf-Astoria 
where  they  have  been  helc 
since  1986.  But  the  boarc 
members  have  steadfastlj 
refused  to  move  the  ceremo 
nies  until  the  hall  is  built. 

Even  then,  Cleveland 
would  have  to  share  the  feS' 
tivities  with  other  cities — in^ 
eluding  London — that  wani 
a  chance  to  play  host.  "Onc€ 
the  hall  is  built,  Cleveland 
will  have  the  right  to  throw 
its  hat  in  the  ring,"  says 
Sire  Records  President  Sey 
mour  Stein,  a  board  mem.ber  of  the  Rock 
&  Roll  Hall  of  Fame  Foundation.  "Hav 
ing  the  ceremonies  only  in  Cleveland  is 
not  an  idea  that  appeals  to  me."  Stein 
may  not  have  to  worry  about  traveling 
to  Cleveland.  The  Rock  &  Roll  Hall  oi 
Fame's  fate  still  hinges  on  hud's  deci 
sion,  so  the  city  that  wants  to  become 
the  capital  of  rock  'n'  roll  may  yet  end 
up  singing  the  blues. 

By  Stephen  Phillips  in  Clevelana 
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INITH'S  JERRY  PEARLMAN 
IRE  IS  PERSISTENT 


with  profits  so  scarce,  big  changes  may  finally  be  in  store 


(rry  K.  Pearlman's  Harvard  busi- 
less  school  classmates  planned  a 
)ig  bash  for  their  25th  reunion  two 
;  ago,  and  they  asked  if  he  would 
helping  out.  But  the  chairman  and 
executive  of  Zenith  Electronics 
.  wanted  no  part  of  planning  the 
/ities,  recalls  class  member  Alan  J. 
>sman,  now  chairman  of  Martingale 
t  Management.  Pearlman's  reason: 
'ard  was  advising  students  to  buy 
^Cs,  not  Zenith's. 

though  Harvard  eventually  did 
;h  its  endorsement  to  Zenith  — 
)uters,  Pearlman's  persistence 
not  always  paid  off  so  well, 
e  all  of  his  major  American  ri- 
have  bailed  out  of  the  TV-mak- 
)usiness,  he  has  clung  steadfast- 
)  Zenith's  consumer-electronics 
hoping  for  a  turnaround.  But 
livision  has  lost  $97  million  since 
,  estimates  stock  brokerage  Ro- 
Mosle  Inc.  Even  now,  with  de- 
d  for  TVs  soaring  and  Zenith 
ts  operating  at  capacity,  mar- 
are  so  thin  that  the  unit  will 
k  even  this  year,  at  best.  La- 
ts  one  distributor:  "If  they're 


running  at  capacity  and  they're  still  not 
making  money,  where's  the  upside?" 

Pearlman,  50,  seems  to  have  reached 
that  conclusion,  too.  He  declined  to  be 
interviewed  for  this  article,  but  other  in- 
dustry executives  say  he  is  actively 
seeking  a  buyer  for  the  TV  business — or 
a  foreign  joint-venture  partner  to  bring 
in  some  fresh  capital.  The  problem  is,  it 
may  be  too  late  to  find  a  friendly  part- 
ner. Last  year,  under  pressure  from 
7.1%  owner  Brookhurst  Partners,  Pearl- 
man  talked  with  a  few  potential  buyers. 


lENITH'SWISH  LIST 


Analysts  believe  they  included  Philips, 
Samsung,  and  Lucky-Goldstar — all  of 
which  declined  to  comment.  But  the 
weakened  consumer-electronics  unit  at- 
tracted only  fire-sale  offers  of  less  than 
$200  million,  analysts  say.  Zenith's 
shares  have  since  plunged  to  less  than 
15,  below  their  book  value  of  about  18, 
making  it  look  like  a  breakup  candidate. 
SMALL  CHANGE.  Though  he  may  eventu- 
ally sell  the  TV  business,  Pearlman 
meanwhile  is  charging  ahead  with  plans 
to  make  Zenith  a  force  in  high-definition 
television  (HDTV),  which  may  one  day  of- 
fer fat  margins.  He's  lobbying  the  Fed- 
eral Communications  Commission  to 
make  his  Spectrum  Compatible  System 
the  U.  S.  HDTV  standard.  And  earlier  this 
year,  he  inked  a  two-year  deal  with 
American  Telephone  &  Telegraph  Co.  to 
fund  HDTV  research.  Each  will  put  up 
$5.5  million,  and  they're  seeking  at  least 
$13  million  more  in  U.  S.  government  as- 
sistance. But  that's  small  change  com- 
pared with  rivals  in  Japan  and  Europe, 
which  have  already  spent  hundreds  of 
millions  on  HDTV  systems  and  products. 

Investors  might  be  able  to  stomach 
the  turmoil  if  Pearlman  could  show 
stronger  earnings  at  the  parent  compa- 
ny. But  Zenith,  based  in  Glenview,  111., 
blew  its  chance  to  turn  a  modest  profit 
this  year  by  failing  to  hedge  against 
changes  in  currency  rates  and  by  overes- 
timating computer  demand.  It's  a  sharp 
setback  from  1988,  when  Zenith  eked  out 
net  income  of  $11.7  million  after  three 
years  of  widening  losses.  Although  it 
will  show  a  profit  from  operations,  the 
currency  losses  and  other  expenses 
mean  Zenith  will  be  lucky  to  avoid  a  net 
loss  on  1989  sales  of  $3  billion,  says 
James  I.  Magid  of  Needham  &  Co. 

Who's  at  fault?  Zenith's  rapid  decline 
since  the  mid-1980s  clearly  owes  much  to 
cutthroat  pricing  by  foreign  TV  makers. 
"I  don't  think  anyone  could  have  done  a 
better  job  than  Jerry  has,"  insists  for- 
mer Chairman  John  J.  Nevin.  Yet  others 
place  the  blame  squarely  on  Pearlman 
and  his  management  team.  Says  Henry 
—  J.  Herrmann,  chief  investment  offi- 
cer for  mutual  fund  manager  Wad- 
dell  &  Reed  Inc.:  "The  opportunities 
have  been  there,  but  they  haven't 
been  able  to  seize  them."  Problems 
getting  parts  and  components  have 
caused  delays  in  marketing  some  of 
its  high-end  stereo  TVs,  for  instance, 
and  Zenith  has  lagged  behind  its 
rivals  in  offering  more  channels 
per  set. 

To  some  former  Zenith  executives, 
Pearlman's  management  style  is 
partly  to  blame.  During  meetings, 
he's  known  for  loudly  berating  em- 
ployees when  he  doesn't  like  an  ad 
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►  Find  a  partner  for  Zenith's  consumer  electron- 
ics operation  to  supply  capital  as  well  as  global  dis- 
tribution, purchasing,  and  marketing  clout  for 
TVs,  VCRs,  and  camcorders 

►  Get  the  Federal  Communications  Commission 
to  designate  Zenith's  Spectrum  Compatible  Sys- 
tem as  the  high-definition  TV  standard  in  the  U.S. 

►  Win  significant  government  funding  for  HDTV 
research  and  development 

►  Persuade  at  least  one  major  computer-store 
chain  to  pick  up  Zenith's  successful  desktop  line, 
necessary  to  expand  into  the  office  market 


Y)u  can  reach  m< 
UPSthanyouc 


All  the  telephone  cable  on 
earth  can't  connect  you  with  as 
many  people  as  UPS  can. 

Fact  is, UPS  International 
Air  service  now  reaches  nearly 
four  billion  persons  worldwide. 

That's  more  than  double 
the  number  reachable  by  phone. 
And  a  powerful  demonstration 
of  UPS's  global  capabilities. 

Today,  175  countries  and 
territories  are  served  by  UPS. 
With  Electronic  Customs  Pre- 
Alert  to  speed  your  deliv- 
ery over  international  borders. 
Computerized  tracking  for 
quicker  inquiry  response.  And 
never  a  surcharge  for  out-of- 
the-way  places. 

(After  all,  Ponape  or  Mau- 
ritius may  be  out  of  the  way  for 
some,  but  not  for  UPS.) 

Perhaps  most  impressive 
of  all,  our  efficiency  enables  us 
to  provide  this  unusually  high 
level  of  service  for  prices  that  are 
usually  lower  than  what  other 
companies  charge. 

So  if  you  need  to  reach 
someone  somewhere 
else,  by  all  means,  pick 
up  the  phone. 

And  call  UPS. 


ups 


® 


We  run  the  tightest  ship  in 
the  shipping  business. 


Business  Gifts 
That  Are  Remembered, 
Forever. 

Tiffany's  Corporate  Division 

offers  an  extraordinary  selection  of  gifts 
to  accommodate  every  holiday  budget. 

Your  personal  Tiffany  Account  Execu- 
tive will  see  that  no  detail  is  overlooked 
and  all  orders  are  promptly  fulfilled. 

Tiffany  also  offers  you  extensive  expe- 
rience in  sales  incentive  programs,  recogni- 
tion award  programs  and  custom  design 
projects. 

To  order  a  Corporate  catalogue,  open 
an  account  or  place  an  order,  call  The 
Corporate  Division  at  1-800423-2394. 

Tiffany  &  Co. 

NE«  YORK  SAN  FRANCISCO  WASHINGTON,  DC 
lit VERLY  HILLS  SOUTH  COAST  PLAZA  CHICAGO  ATLANTA 
>  ^  HOI  •;T0N  PHILADELPHIA  DETROIT  BOSTON 


Are  You  Getting 
An  Edge  On 
The  Competition? 


Important  changes  in  the  securities  industry  are  taking  place  every  day  Globalization 
of  the  marketplace  and  declining  volume  are  making  the  industry  more  competitive 
than  ever  Changes  are  coming  more  rapidly  than  at  any  other  time  in  the  business. 

How  can  you  keep  up  with  all  the  latest  developments  and  gain  insight  on  their 
impact  on  the  brokerage  business? 

By  subscribing  to  SECURITIES  WEEK-the  publication  that  built  its  reputation  on  pro- 
viding dependable,  accurate  news  exclusively  devoted  to  the  securities  industry. 

SECURITIES  WEEK,  the  premier  industry  newsletter,  offers  a  wealth  of  hard-hitting 
news  on  securities,  futures  and  options,  financial  services,  and  related  businesses. 
Our  news  reports,  many  times,  are  ahead  of  the  daily  press.  We  offer  you  the  kind  of 
thorough  analysis  of  Wall  Street  that  is  not  found  elsewhere. 

Don't  delay!  Take  advantage  of  this  offer  to  subscribe  for  a  full  year  at  $1,130  U.S./ 
Can.  ($1,140  Int'L).  Just  call  our  Ci'culation  Dept.  (800)  445-9786  or  (212)  512- 
2184.  If  at  anytime  you  are  not  satisfied,  we  will  gladly  refund  your  money 


( 


campaign  or  when  numbers  come  in  low 
er  than  he  expects.  Through  a  spokej 
man,  Pearlman  says  he  only  occasional! 
gets  impatient  and  that  he  sees  cor 
frontations  as  part  of  normal  "creativ 
tension." 

It's  no  wonder  Pearlman  expects  a  I 
from  others.  After  growing  up  in  De 
Moines,  he  graduated  cum  laude  froi 
Princeton  and  was  later  ranked  in  th 
top  27f  of  his  Harvard  class.  Despite 
heavy  course  load,  he  found  time  for  a 
occasional  round-the-clock  bridge  gam( 
He  even  sang  and  danced  in  Princeton' 
Triangle  Club  shows.  But  Pearlman  wa 
a  serious  student,  and  he  displayed  hi 
tough-talking  style  in  the  classroom.  R( 
calls  one  Harvard  classmate:  "When  h 
finished  savaging  you,  you  knew  yo 
had  been  savaged."  Pearlman  worked  i 
finance  at  TV  maker  Philco  and  its  pai 
ent.  Ford  Motor  Co.,  before  joining  Z( 
nith  as  controller  in  1971.  He  becam 
CEO  in  1983  and  chairman  the  next  yea) 

The  job  demands  long  hours  in  th 
office,  but  he  finds  time  for  a  few  divei 
sions.  He  collects  classic  cars  (includin, 
a  sky-blue  1935  Bentley  convertible 
wine,  and  19th  century  paintings  an 
sculpture.  His  wife,  Barbara,  owns 
women's  clothing  store  in  Chicago,  an 
he  accompanies  her  to  Paris  on  he 
twice-a-year  buying  trips.  For  his  birtl 
day  in  March,  Barbara  presented  hir 
with  a  three-hole  putting  green  aroun 
the  pool  of  their  Wilmette  home. 
CLONE  KING.  Despite  the  turmoil  in  TVs 
Pearlman  can  be  proud  of  his  compute 
business,  an  area  he  persuaded  manag( 
ment  to  move  into  10  years  ago.  I 
should  post  sales  of  $1.7  billion  this  yeai 
vs.  $1.3  billion  for  the  consumer  ele( 
tronics  side,  and  its  1989  operating  pro; 
its  will  probably  pass  $100  million.  It' 
now  the  largest  IBM  clone  seller  in  dolla 
terms,  with  8%  of  the  U.  S.  market,  est 
mates  Dataquest  Inc.  But  after  years  o 
terrific  growth.  Zenith  Data  System 
Corp.  is  leveling  off.  To  pump  up  sale 
to  business  users,  Zenith  needs  mor 
shelf  space  in  the  big  computer-stor 
chains — something  Pearlman  has  vainl 
struggled  to  acquire  for  years. 

Being  an  innovator  is  equally  impoi 
tant.  But  Pearlman's  balance  sheei 
weighted  down  by  debt  used  to  build  th 
computer  business,  affords  him  littl 
borrowing  power.  Both  in  TVs  and  con 
puters,  "it's  going  to  be  harder  an 
harder  for  Zenith  to  keep  up  technolog 
cally,"  notes  Waddell  &  Reed's  Hen 
mann,  one  of  several  institutional  inves 
tors  who  dumped  their  Zenith  share 
last  spring.  Unless  Pearlman  can  find 
buyer  or  partner  for  the  TV  business 
even  his  legendary  toughness  may  nc 
be  enough  to  turn  Zenith  around. 

By  Lois  Therrien  in  Chicag 
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PEOI 


On  saving  lives  and  saving  time 


"Over  one  hundred  men  and  women 
have  been  given  a  second  chance  at 
ife  with  the  JARVIK®  7  artificial 
heart,  used  to  sustain  them  until  a 
natural  heart  could  be  found. 
Many  are  now  living  normal 
ives  and  I 


RobetiJarvik 


Dw  they  have 
ew-found 

the  importance  of  time 
All  the  advances  in  science  and  technology 
mot  alter  the  number  of  hours  that  we  have 
h  day.  And  by  making  every  second  count, 
'11  certainly  be  able  to  accomplish  much  more, 
hether  it's  in  business  or  in  our  personal  lives. 
To  me,  effective  time  management  is  an 
ension  of  effective  thinking.  Most  ere-  p 
^e  ideas  are  enhanced  by  the  ability  to 
ickly  and  readily  get  them  down.  I  find 
it  dictation  helps  me  record  an  idea 
ickly  and  accurately,  be  it  a  draft  of  a 
entific  paper  or  a  description  for  a  new 
/ention.  Dictation  also  helps  me  com- 
se  letters  that  are  much  more  personal 


and  spontaneous. 
I've  developed  a  healthy  respect  for 
the  value  of  time  over  the  years,  and 
believe  that  it's  critical  for  us  to  recognize 
its  importance.  Managing  it  effectively 
can  be  a  real  life  saver." 

phone  has  many  products 
p  you  better  manage  your 
time.  From  portable 
recorders  to  voice 
delivery  systems  that 
let  you  leave  dicta- 
tion for  your  secretary 
hour  of  the  day  or  night. 
And  when  you're  on  the  road,  you  can  phone  in 
dictation  or  leave  a  message  for  anyone  in  the  office. 

At  the  heart  of  time  management,  you'll  always 
find  Dictaphone  equipment. 


Dictaphone. 
Time  Management^! 


TM 


Call  1-800-433-0880 

for  more  information.  Or  mail  to:  Dictaphone 
Corporation,  3191  Broadbridge  Avenue 
Stratford,  CT  06497-2559 
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RUNNING  THE 
BIGGEST  LBO 

RJR'S  10U  GERSTNER  HAS  A  PLAN.  SO  FAR,  IT  WORKS 


Louis  V.  Gerstner  Jr.,  the  new  chief 
executive  of  RJR  Nabisco  Inc.,  is 
headed  for  a  helicopter  that  will 
whisk  him  out  of  Manhattan  and  out  to 
Newark  airport  to  a  waiting  Gulfstream 
IV  jet.  The  morning's  newspapers  are 
full  of  stories  about  the  plummeting, 
junk-bond  market,  failing  leveraged 
buyouts,  and  dire  warnings  about  other 
deals.  But  is  the  man  in  charge  of  the 
world's  biggest  lbo  nervous? 

Not,  apparently,  in  the  least. 
Gerstner's  destination— Winston-Salem, 
N.  C.,  the  locus  of  RJR's  tobacco  compa- 
ny and  his  biggest  operational  prob- 
lem— is  more  on  his  mind. 

Last  March,  when  Gerstner  was  hired 
by  Kohlberg  Kravis  Roberts  &  Co.,  the 
R.JR  slot  was  billed  as  Corporate  Ameri- 
ca's toughest  job.  Slimming  down  and 
revitalizing  a  $17  billion  food-and-tobacco 
giant  would  be  hard  under  any  circum- 
stances. Doing  it  under  a  $26  billion 
mountain  of  debt  is  something  else 
again — especially  with  a  jittery  junk- 
bond  market.  But  living  with  that  kind 
of  leverage  was  a  large  part  of  the  ap- 
peal for  the  47-year-old  Gerstner,  who 
abdicated  the  post  of  president  and  heir- 
apparent  at  American  Express  Co.  for  it. 
GOLD  STAR.  He  dug  in  with  gusto.  Like  a 
man  possessed,  Gerstner  has  scratched 
dozens  of  items  off  his  to-do  list:  auc- 
tioning off  more  than  $3.5  billion  worth 
of  assets,  issuing  $4  billion  in  junk 
bonds,  hiring  a  management  team,  dis- 
continuing sales  of  a  "smokeless"  ciga- 
rette, moving  corporate  headquarters  to 
New  York,  and  ordering  cost  cuts.  As  he 


puts  it:  "I've  spent  the  last  five  months 
drinking  from  a  firehose."  Things  are 
moving  so  fast  that  RJR  boasts  an  entire 
department  that  does  nothing  but  re- 
state sales,  profits,  and  other  key  ac- 
counts to  reflect  the  company's  status. 

That  pace  won't  stall.  Gerstner  will 
soon  announce  a  deal  to  sell  RJR's  Del 
Monte  canned-food  operations — minus 
its  Canadian  unit — for  $L5  billion.  That 
will  bring  him  within  hailing  distance  of 
the  $5.5  billion  he  must  raise  from  asset 
sales  by  February  to  pay  against  a  $6 
billion  loan.  He's  also  taking  decisive 
steps  to  solve  by  yearend  a  monumental 
R.JR  problem:  the  excess  cigarette  inven- 
tory held  by  distributors,  which  former 
management  shipped  to  pad  market 
share.  He  will  cancel  all  overtime  pro- 
duction, reduce  shipments,  and  take  a 
$340  million  hit  to  second-half  earnings. 
After  interest  payments,  RJR  was  al- 
ready running  in  the  red,  to  the  tune  of 
$700  million  this  year.  But  operating 
cash  flow— the  key  indicator  of  an  LBO's 
viability — is  up  substantially. 

Indeed,  RJR  is  ahead  of  projections  in 
virtually  every  measure,  pleasing  insid- 
ers and  outsiders  alike.  "We'd  give  him 
an  A+  so  far,"  says  KKR  Partner  Paul 
E.  Raether.  Agrees  former  RJR  Chair- 
man Charles  E.  Hugel,  CEO  of  Combus- 
tion Engineering  Inc.:  "It  looks  good  so 
far.  I've  kept  all  of  my  paper."  Those 
"stubs,"  the  small  amount  of  stock  left 
after  the  buyout,  have  risen  13%  in  value 
since  they  began  trading  on  Apr.  10,  de- 
spite troubles  in  the  LBO  world. 

RJR's  performance  to  date  is  so  good 


that  "some  people  are  starting  to  saj 
this  is  easy,"  Gerstner  complains.  It's  i, 
thought  that  galls  him.  "Making  deb 
payments,  yes — that's  not  been  hard| 
But  that's  not  what  Lou  Gerstner  is  al 
about,"  he  says.  There  is  so  much  else  t< 
do  to  build  and  improve  the  company,  jj^jj^ 

Besides  more  divestitures  and  refin 
ancings  dictated  by  the  LBO,  Gerstne: 
has  set  one  tough  agenda.  He  must  r^  ^^^^ 
store  RJR's  morale,  which  hasn't  recov 
ered  from  the  trauma  of  going  througl 
a  very  public  auction  begun  when  for 
mer  CEO  F.  Ross  Johnson  put  the  compa 
ny  in  play  last  October.  For  months,  RJl 
drifted  under  tentative  leadership.  Now 


mi 

RJR 


MOmiiS  AT 


MAR.  13  Louis  V. 
Gerstner  Jr.  named 
CEO  by  Kohlberg 
Kravis  Roberts  &  Co. 


MAY  10  Headquarters 
staff  cut  by  300,  from 
650  workers 


JUNE  6  European  f( 
units  sold  for  $2.5 
billion 


MAR.  21  700  workers 
in  tobacco  unit  laid  off 


!}•       APR.  3  Gerstner's  first 
official  day 


APR.  4  'Smokeless' 
Premier  cigarette 
discontinued 


APR.  27  Headquarters 
move  from  Atlanta  to 
New  York  announced 


MAY  12  $4bimon 
bridge  loan  refinanced 

MAY  22  James  W. 
Johnston  named  CEO 
of  U.S.  tobacco 
operations 


JUNE  15  KarlM.vc 
der  Heyden  named 

JUNE  21  ChunKini 
sold  for  $52  million 
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Gerstner  has  set 
one  tough  agenda. 
Besides  tending  to 
more  divestitures 
and  refinancings, 
he  has  to  refocus 
executive  thinking 
on  strategy  and 
cash  flow 


w  boss  is  planning  a  cultural  over- 
11  much  of  the  consumer-products 
ny — which  grew  fat,  happy,  and 
lazy  under  Johnson.  He  must  re- 
executive  thinking,  getting  the 
to  think  more  strategically  and  fo- 
cash  flow.  And,  most  critically,  he 
arrest  the  fall  of  rjr's  share  in  a 
ng  cigarette  market. 
.IGACY.'  The  whole  task  has  been 
more  difficult  by  the  turmoil  in 
)onds.  As  big-name  LBOs  such  as 
eau,  Integrated  Resources,  and 
m  Furniture  have  floundered,  they 
dragged  down  the  prices  of  other 
rjr's  bonds  have  been  pinched, 


too — though  to  a  lesser  degree — as  le- 
verage began  to  lose  its  enchantment 
for  Wall  Street. 

In  a  spooked  market,  RJR  can  hardly 
escape  scrutiny.  The  company  has  "more 
debt  than  most  developing  countries," 
notes  Chief  Financial  Officer  Karl  M. 
von  der  Heyden,  who  came  to  RJR  from 
H.J.  Heinz  Co.  R.JR  would  rank  10th, 
right  behind  the  Philippines  and  just 
ahead  of  Morocco.  The  company  may 
also  suffer  from  guilt  by  association 
with  Beatrice  Co.,  another  food  company 
that  KKR  took  private  and  that  has  yet  to 
achieve  its  forecast  returns. 

RJR  would  like  to  refinance  $1  billion  in 


expensive  increasing-rate  notes  and  $500 
million  in  "payment-in-kind"  paper  held 
by  KKR.  If  the  market  remains  skittish, 
RJR  could  have  trouble.  That  could  add 
to  its  interest  burden,  which  in  1989 
comes  to  $3.4  billion,  $2  billion  due  in 
cash.  Market  queasiness  could 
hurt  potential  buyers  of  rjr's 
assets,  too,  making  it  harder  to 
raise  money  for  their  purchases. 

Even  in  a  tough  environment, 
though,  Gerstner  has  plenty  of 
room  to  maneuver.  He  has  more 
flexibility  than  Beatrice,  Cam- 
peau — indeed,  most  LBOs.  For 
starters,  RJR  was  accustomed  to 
high  living.  "Under  Johnson, 
there  was  profligacy,"  says  a 
consultant  familiar  with  RJR. 
"He  can  cut  expenses  without 
harming  operations" — especially 
in  tobacco.  Operating  margins  in 
rjr's  $5.2  billion  domestic  tobac- 
co business  are  35.57<,  lagging 
behind  the  industry  average  by 
some  four  percentage  points  and 
trailing  market  leader  Philip 
Morris  Inc.  by  five  or  six  points. 

It'll  be  easy  to  red-pencil  capital 
spending,  too.  One  look  at  Tobaccoville, 
north  of  Winston-Salem,  shows  that  cap- 
ital budgets  can  stand  review.  Complet- 
ed in  1986  for  $1  billion,  the  world's  larg- 
est, most  advanced  cigarette  plant  was 
spared  no  expense.  It  wastes  space  in 
long,  skylit  corridors,  sports  a  cafeteria 
that  would  enhance  an  upscale  shopping 
mall,  and  includes  a  power  plant  that 
produces  twice  the  electricity  required. 
NOTHING  MAJOR.  And  Gerstner  can  take 
comfort  in  the  strength  of  many  opera- 
tions. Volume  in  the  international  tobac- 
co company  is  growing  more  than  10%  a 
year.  Most  Nabisco  brands  rank  No.  1  or 
2  in  market  share  and  could  command 
premium  prices  if  sold.  Plus,  Nabisco 
owns  several  foreign  operations  that, 
while  money-makers,  have  little  strate- 
gic value  for  U.  S.  operations. 

More  big  asset  sales  are  unlikely, 
however,  despite  conjecture  to  the  con- 
trary. After  Del  Monte,  "there  is  no  real 
need  to  do  anything  major,"  says  von 
der  Heyden.  Operating  cash  flow  (before 


hree 

?  planes  sold 
million 


JULY  1 1  International 
tobacco  unit 
reorganized,  with 
headquarters  shifted  to 
the  U.S. 

JULY  27  Stock  offered 
to  300  RJR  executives 

JULY  28  Scandinavian 
food  unit  sold  for  $20.4 
million 


AUG.  1  Several 
corporate  apartments 
and  houses  sold  for 
$8.6  million 


AUG.  10  Reduction 
of  1,640 
announced  for 
work  force  of 
domestic  tobacco  unit 


SEPT.  7  Del  Monte 
Tropical  Fruit 
sold  for 
$875  million 


IN  NEGOTIATION  Sale  of 
Del  Monte  Foods 
canned  foods  unit  for 
$1.5biUion 
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and  chewing  gum  (table,  pag(^ 
75).  In  reserve — for  sale  only  i;| 
necessary — are  businesses  thai 
have  a  strong  franchise  but  arra 
unrelated  to  Nabisco's  con 
cookie-and-cracker  business 
They  include  Milk-Bone  dog  bis 
cuits,  A-1  steak  sauce,  and  Gre; 
Poupon  mustard.  "They'd  ge 
obscene  prices,"  says  the  CEO  o 
a  major  food  company. 

The  fact  that  Gerstner  proba 
bly  won't  have  to  go  that  fa: 
sits  just  fine  with  RjR's  banks  ^'-^ 
"If  he  can  do  it  with  fewer  asse  -/^ 
sales,  all  the  better,"  says  Mor 
gan  St.  John,  a  managing  direc  ''''^ 
tor  at  Bankers  Trust  Co.  "I 
leaves  more  operating  income  t 
service  the  debt."  Several  bankff  '^' 
have  already  come  calling  on  Gerstne: 
and  von  der  Heyden  with  ideas  to  reff  ^' 
nance  at  lower  rates  a  $1.5  billion  bridgi 
loan  due  in  February,  1991. 

Gerstner  believes  RJR  will  soon  alia; 
any  fears  about  its  leverage.  "We  wil 
get  to  the  point  in  early  1990,  or  mid 
1990,  to  be  conservative,  where  we  wil 
have  our  capital  structure  in  the  com 
fortable  zone,  though  we  will  still  hav 
more  debt  than  I  would  say  is  right  fo 
this  company,"  he  says. 
NO  MORE  SLIDES.  All  in  all,  Gerstner'iiierai 
record  at  R.IK  isn't  bad  for  someone  whc 


interest,  taxes,  depreciation,  and 
amortization)  is  expected  to 
climb  by  several  hundred  million 
dollars  this  year,  to  some  $3.7 
billion  (chart).  According  to 
banking  sources,  from  the  close 
of  the  deal  in  April  to  June  30, 
RJR's  ratio  of  operating  cash 
flow  to  cash  interest  equaled 
2.5,  vs.  required  coverage  of  1.4. 

To  meet  debt  covenants,  RJR 
must  sell  an  additional  $1  billion 
in  assets — $500  million  by  Feb- 
ruary and  $500  million  by  next 
August.  But  Gerstner  believes 
he  can  achieve  much  of  that 
with  the  sale  of  miscellaneous 
assets,  such  as  rjr's  20%  stake 
in  ESPN  Inc.,  the  cable  sports 
network,  and  a  few  more  corpo- 
rate planes  (four  of  11  are  gone  already, 
and  two  are  close  to  a  sale).  Next  to  go 
would  be  Nabisco's  New  Zealand  unit 
and  its  Latin  American  business. 

Beyond  that,  Gerstner  has  ordered  a 
review  of  product  lines  in  rjr's  food  op- 
erations, where  he  intends  to  follow  his 
strong  belief  in  "franchise."  He  likes  be- 
ing No.  1  or  2  in  the  market.  If  a  product 
isn't,  it's  a  candidate  for  sale.  In  this 
view,  the  much-rumored  sale  of  Pl.nitiTs 


RJR'S  DEBT  COVERAGE 
LOOKS  AMPLE 


■  PROJEGED  INTEREST  PAYMENTS' 
□  PROJEGEO  OPERATING  CASH  FLOW 


I 
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▲  BILLIONS  OF  DOLLARS 


•DOB  NOT  INCLUDE  NONCASH  INTEREST  TOR  PAYMENT  IN  KIND  BONDS  OE  SI  4  BILLION  IN  1989, 
51  8  BILLION  IN  1990,  51  9  BILLION  IN  1991,  52  1  BILLION  IN  1992,  AND  52,3  BILLION  IN  1993 
"BEFORE  INTEREST,  TAXES,  DEPRECIATION,  AND  AMORTIZATION 

DATA  BW,  SALOMON  BROTHERS  INC 


LifeSavers  is  a  nonstarter,  since  Plant- 
ers has  41%  of  the  nut  market  and  Life- 
Savers has  a  477"  share  of  the  hard- 
candy  business.  Gerstner  has  decided  to 
sell  rjr's  Butterfingers-Baby  Ruth  busi- 
ness, however,  which  is  dwarfed  by 
chocolate  market  leaders  Hershey  Foods 
Corp.  and  Mars  Inc.  The  unit  could  fetch 
$250  million. 

Other  potential  sales  are  ready-to-eat 
cereals  (No.  6  in  the  market),  hot  cereals, 


aittioi 

until  last  January,  never  thought  mucl  '^:'jfi 
about  LBOs.  He  grew  up  in  Mineols  t!  ^it 
N.  Y.,  the  second  son  of  a  traffic  manag  ■ 
er  for  F  &  M  Schaefer  Corp.,  the  bee 
company  now  owned  by  Stroh  Brewer 
Co.  After  he  earned  a  degree  in  eng 
neering  from  Dartmouth  College  and  aifw 


Si 

38 


Greeniaus  has  been 
cutting  Nabisco's 
costs,  winnowing 
out  some  products 
and  launching  new 
ones.  The  result: 
Nabisco  should 
post  a  40%  earnings 
rise  this  year 


MBA  from  Harvard,  consultin 
beckoned.  For  several  years,  h 
flourished  at  McKinsey  &  Co 

A  key  client  presentation,  hov 
ever,  changed  all  that.  In 
Gerstner  made  a  compelling  ai 
gument  for  change.  "I  was  o:  flork 
my  feet  for  hours,  putting  a 
enormous  load  of  overhead  slide' 
on  the  projector,"  he  says.  Th 
client  refused  to  budge.  "I  wen 
home  and  said  I  no  longer  wani  eitfa 
ed  to  be  the  guy  putting  slides  o 
the  machine.  I  wanted  to  be  mal 
ing  the  decisions.' 

Two  years  later,  he  moved  t 
AmEx.  In  his  11  years  there,  h 
revitalized  its  credit-card  bus 


ness,  winning  notice  for  creatin,  >Ht08u 

an  innovative  culture  at  Amer  ;Mii[ii 

can  Express  Travel  Related  Sei  n^in^ 
vices  Co.  He  also  developed  a  reputatio 

as  a  quick  study  and  sharp  strategis'  at&j 

skills  he  put  to  work  in  the  design  of  th  sy,;, 
partial  spinoffs  of  two  troubled  div 
sions,  Fireman's  Fund  Corp.  and  Sheai 
son  Lehman  Hutton  Inc.  "He's  the  bes 


a  lire 


ItaiiK 
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mi 
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•  manager  I've  ever  seen,"  says 
:  Director  Rawleigh  Warner  Jr., 
r  chairman  of  Mobil  Oil  Corp.  "He 
le  respect  of  everyone  at  AmEx." 
15,  Gerstner  edged  out  Sanford  I. 
now  CEO  of  Primerica  Corp.,  as 
Dparent  to  AmEx  CEO  James  D. 
son  III,  53. 

stner  had  been  approached  by 
lunters  before — unsuccessfully, 
e  was  growing  a  little  restless  at 

wondering  if  the  CEO  slot 
ch  a  successful  company 

challenge  him — if  Robin- 
loved  on.  When  KKR's  re- 
r  called,  he  agreed  to  listen 
)itch  from  chief  Henry  R. 
s  and  Raether.  "From  the 
:ime  we  met  him,  he  was 
rst  choice,"  Raether  says, 
ad  an  impressive  track  rec- 
le  was  the  right  age,  had 
ght  energy  level.  And  he's 
)lem-solver,  not  a  procrasti- 

With  all  that  debt,  you 
to  get  a  lot  accomplished." 
stner  wanted  to  know  how 
BO  would  work  and  if  he 

choose  his  own  manage- 

team.  Recalls  Raether: 
laid,  'Are  you  going  to  be 
y   hair?'  "   Kravis  and 
er  assured  him  that  they  wouldn't 
Ithough  they  would  control  the 

of  directors.  Once  Gerstner  con- 
1  himself  that  debt  levels  were 
geable,  he  signed  on,  for  $2.2  mil- 
1  salary  and  bonus  and  the  chance 
Y  a  1%  stake  in  rjr  for  $5  million. 
Gerstner  describes  it,  the  job  has 
more  than  he  bargained  for.  Sever- 
irison  allies  quit  almost  immediate- 
came  in  to  be  CEO,  but  I  was  CEO, 
general  counsel,  head  of  tobacco 
tions,  and  at  one  point,  there  was 
sasurer,"  he  says.  And  there  was 
infrastructure  at  temporary  RJR's 
York  office.  Lunch  in  AmEx's  din- 
ooms  was  replaced  by  a  call  to  a 
Instead  of  a  limousine  to  convey 
rom  his  home  in  Greenwich,  Conn., 
und  a  four-year-old  car,  since  re- 
i,  that  kept  breaking  down.  At  3 
one  Friday  in  June,  Gerstner  tried 
id  a  document  by  messenger,  only 
id  that  his  support  staff  had  gone 
.  He  didn't  know  that  employees 
sd  the  summer  hours  of  Nabisco's 
•ban  New  Jersey  headquarters. 
>HOBiA.  Uncertainty  within  RJR — 
■  with  the  fear  that  the  company 
eventually  headed  for  breakup — 
a  knottier  problem.  Gerstner  first 
•ed  the  troops  that  he  was  a  busi- 
builder,  not  a  breakup  artist.  He 
d  major  installations  to  meet  with 
.gement,  demonstrating  how  he  dif- 
from  the  mercurial  Johnson.  "They 


As  head  of  RJR 
Tobacco,  Johnston 

has  the  stickiest 
problem:  Trying  to 
arrest  a  4%  annual 

decline.  So  far, 
cost-cutting  looks 
like  the  only  road 
to  improvement 


both  have  high  IQS,"  notes  one  top  exec- 
utive. "But  Lou  is  very  intelligent;  Ross 
is  very  clever.  Lou  is  very  strategic  and 
long-term;  Ross  was  very  tactical  and 
short-term.  Lou  is  an  analyst,  creative 
within  a  framework;  Ross  is  wild  and 
intuitive.  Lou  is  more  hands-on." 

In  executive  meetings,  Gerstner  tried 
to  dispel  misconceptions  of  hfe  under  an 
LBO.  "People  would  tell  me  how  they 


THE  MOST  LIKELY  TO  GO 


RJR  asset 

Estimated  value 

Millions  of  dollars 

20%  stake  in  ESPN 

$200 

Latin  American  food  unit 

400 

New  Zealand  food  unit 

150 

Butterfingers/Baby  Ruth 

250-300 

AND  WHAT'S  IN  RESERVE 

Ready-to-eot  cereals 

450 

Hot  cereals 

225-250 

Chewing  gum 

225 

Milk  Bone  dog  snacks 

350 

A-1  steak  sauce 

200 

Grey  Poupon  mustard 

200 

DATA;  BW,  PRUDENTIAL-BACHE  SECURITIES  INC 


were  going  to  cut  costs,  and  I'd  ask 
about  new  products  and  market  share," 
he  says.  He  told  them  that  investment 
wouldn't  stop,  though  it  would  be  re- 
viewed, ('apital  spending  will  indeed 
drop  from  $600  million  this  year  to  an 
estimated  $500  million  in  1990,  though 
von  der  Heyden  claims  the  cuts  won't  all 
hurt.  "We're  trying  to  spend  capital  very 
wisely,"  he  says.  "We'll  help  the  operat- 
ing companies  in  thoroughly  noodling 
through  their  budgets."  The  investment 
hurdle  rate  is  also  likely  to  increase. 
'JUNKYARD  DOGS.'  Gerstner  is  taking  his 
gospel  to  lower  levels  of  the  organiza- 
tion, too.  On  travels  around  the  compa- 
ny, he  often  schedules  a  lunch  or  dinner 
with  a  dozen  or  so  middle  managers.  The 
object:  to  find  out  what's  on  their  minds 
and  to  tell  them  about  his  management 
objectives.  The  hope:  to  hear  more  dis- 
cussion about  external  issues,  such  as 
products  and  customers,  than  internal 
issues  and  to  generate  enthusiasm. 

Typical  is  his  mid-September  visit  with 
14  employees  of  Planters  LifeSavers, 
which  has  lost  its  marketing  edge. 
Gerstner  is  intent  on  revving  up  the 
unit.  Over  a  roast  beef  dinner,  he  lis- 
tened to  the  job  duties  and  concerns  of 
those  present.  He  asked  their  opinions. 
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open  10,000  new  locatio 


With  AT&T  800  Service,  your  business 
can  grow  faster.  And  for  a  lot  less  than 
you  thought. 

Imagine  having  branches  in  every 
corner  of  tlie  country  hnagine  tliem  being 
built  in  just  a  few  days,  hiiagine  tlie  profits 
from  all  those  locations. 

That's  what  it  feels  like  to  have  one 
of  AT>S:Ts  family  of  800  services.  Almost 
instantly  you're  reaching  customers  nation- 
wide to  increase  revenue,  expand  markets 
and  improve  service.  No  matter  what 


your  business  is  or  how  big  it  is,  AT&T  has 
an  800  service  that's  remarkably  effective. 
And  surprisingly  affordable. 

Why  AT&T?  C(~)mj^ared  to  our  basic 
800  service,  other  800  services  are  30% 
more  likely  to  block  your  customers' calls 
And  lost  calls  mean  lost  business.  Plus, 
they  take  up  to  50' k)nger  to  connect  calif 
which  means  impatient  customers  may 
just  hang  up  for  good. 

In  addition,  no  other  service  has  AT&l 
range  of  advanced  800  features  to  help  all 


■fin 
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©1989  AT&T 


Tuesday 


jstomers  reach  you  more  efficiently 
ot  only  does  AW  800  Service  offer 
it  quality  it  also  comes  at  an  extremely 
■titive  price.Through  October  17  you 
ve  AT&T  800  Service,  or  add  advanced 
itures,with  no  installation  charge. 
I  makes  AT&T  800  Service  an  incredible 
hat  can  help  your  business  grow 
ibly  fast. 
all  you  r  AT&T  Accou  nt  Execu  t  ive 

0  222-0400  for  details  about  how  this  .  . 

an  apply  to  your  business.  I  ll©  riQut  ClIOIC©. 


He  explained  his  priorities — often  trying 
to  change  their  way  of  thinking.  To  one 
who  pleaded  for  more  investment  in 
computers,  for  example,  he  responded 
with  the  need  to  leverage  the  use  of 
equipment  and  services  among  RJR's 
units:  "I'd  love  to  see  you  guys  be  the 
junkyard  dogs  of  RJR."  Earlier,  one  em- 
ployee had  cracked:  "Someone  once  said 
we  had  a  lot  of  leverage  in  this  compa- 
ny, but  no  one  ever  touched  the  lever." 
Presumably,  Gerstner  will.  One  exam- 
ple: He  has  consolidated  the  purchasing 
of  telephone  services. 

Gerstner  also  demonstrated  his  famed 
directness,  homing  in  on  sticky  matters 
before  employees  did.  As  soon  as  one 
employee  introduced  herself  as  a  choco- 
late brand  manager,  he  asked  her  opin- 
ion of  "Project  Grover" — the  candy  bar 
divestiture.     He  repeatedly 
brought  up  the  LBO,  hoping  to 
parry  fears.  "There  will  be  a  fo- 
cus on  cost  management  and  in- 
vestment management  that  I'm 
not  going  to  tell  you  is  not  con- 
nected to  the  LBO,"  he  told  them. 
"But  if  I  were  here  [under  other 
circumstances],  it  would  be  the 
same  thing  anyway.  Every  dollar 
belongs  to  the  shareholder." 

Often  during  the  three-hour 
meal,  Gerstner  would  deliver  lit- 
tle homilies — on  quality,  on  ser- 
vice, on  cash  flow.  But  he  is  no 
evangelist.  He  conveys  his  mes- 
sage with  relentless  repetition. 
Cash  flow  came  up  several  times. 

Still,  he  took  pains  to  note  that 
soon  after  he  arrived  at  RJR,  he 
authorized  a  $10  million  capital- 
spending  project  at  a  nut  plant  and  ac- 
celerated the  launch  of  a  product  called 
LifeSaver  Holes,  eliminating  a  lot  of 
test-marketing  and  moving  up  rollout 
from  next  summer  to  early  1990. 
Gerstner  was  going  by  his  gut,  later 
reinforced  by  a  secret  product  test:  "I 
took  this  product  home  to  my  favorite 
consumer,  who's  14,  and  she  asked  me  a 
question  she's  never  asked  before,"  he 
.said.  "She  said  'how  much  does  this 
fost?'  Because  she  knew  if  it  were  at 
f'l  'iool,  it  would  go." 

' -iTiployees  seem  to  love  the  Gerstner 
si.     .  To  t.hem,  this  demanding  boss  is  a 
"He  can  ratchet  up  the  charm 
\  ':^  down  the  organization,"  ex- 

■  i  hn  Greeniaus,  president  of 

■  ids  Inc.  "At  high  levels,  his 
be  blunt  and  straightfor- 
!s  warmer  as  he  goes 

tells  how  Gerstner 
a  $10-an-hour  produ- 
icago  bakery.  "Then 
i  told  me,  'You've  got 
iple  on  this  line.' 


has  been  granted  "strutting  rights"  by 
Gerstner  this  year.  With  little  push, 
Greeniaus  got  right  down  to  cutting 
costs,  pruning  unsuccessful  products, 
and  launching  new  ones.  Controversial- 
ly, he  trimmed  an  ambitious  capital- 
spending  program,  deciding  to  retrofit 
three  existing  bakeries  rather  than  build 
a  fancy  new  one.  Greeniaus  claims  the 
shift  was  necessary  to  accommodate  a 
change  in  product  demand,  not  related 
to  cost-cutting.  But  he  vows  to  start 
building  the  new  bakery  by  1991. 
Greeniaus  also  defends  his  advertising 


4%  annually.  Philip  Morris'  Marlbon 
brand,  meantime,  has  a  stranglehold  oi; 
•the  market — especially  new,  younj,i 
smokers.  RJR's  market  share  dipped  tx: 
32.7'/f  this  year,  according  to  indepen, 
dent  store  audits,  from  33.6%  in  1987/ 
Because  smokers  are  so  brand-loyal  an(^^ 
demographics  are  so  predictable,  ana| 
lysts  forecast  a  steady  0.5^-to-17f  a  yea| 
drop  for  RJR.  i 
Gerstner,  a  cigar  smoker,  feels  no  con! 
flicts  trying  to  reverse  that  slide,  despit|, 
health  concerns.  "Fifty  million  people  ii|. 
the  U.  S.  smoke — they  enjoy  it  and  it's 


After  Del  Monte, 
says  CFO  von  der 
Heyden,  there  will 
be  no  need  for 
major  asset  sales. 
RJR  can  sell  its  stake 
in  ESPN  and  other 
odds  and  ends  to 
pay  down  debt 


Charvi 
as  i).: 
plai'n; 
Nabi.-ii  ■ 
demeam, 
ward.  Hi. 
down."  Gr 
chatted  awa> 
tion  worker  ai 
he  slipped  away  . 
too  damn  many  p 


It's  lucky  for  Greeniaus  that  Nabisco 


and  promotion  spending  program,  which 
fell  in  the  first  half.  Blaming  the  short- 
fall on  product-launch  schedules,  he  says 
the  difference  will  be  made  up  by  year- 
end — making  marketing  spending  flat 
this  year  vs.  1988.  And  he  says  Nabisco 
earnings  will  rise  40%  this  year,  17'/^  in 
1990.  Gerstner  likes  what  he  sees. 
YOUNG  SMOKERS.  When  he  doesn't— as 
in  tobacco — Gerstner  can  be  a  self-de- 
scribed "pain  in  the  ass."  That  puts  U.  S. 
tobacco  chief  James  W.  Johnston,  a  for- 
mer R.JR  executive  who  had  spent  the 
last  five  years  at  Citibank,  on  the  spot. 
Nationwide,  cigarette  smoking  is  off  2% 
a  year,  while  RJR's  volume  is  declining  at 


legal  product,"  he  says.  Since  the  batti 
largely  involves  getting  smokers  t 
switch  brands,  "I  see  no  reason  why  Vi 
can't  try  to  attract  them  to  our  brands 
Nor  is  Gerstner  bothered  by  the  emph; 
sis  on  attracting  young  smokeri 
"Young  adults  who  want  to  smoke  ai 
people  we  compete  for.  They'll  chooi 
some  brands,  and  we  hope  they  chocs 
ours."  Gerstner  refuses  to  comment 
whether  he  wants  his  two  children 
smoke:  "It's  totally  up  to  them." 

In  fact,  Gerstner,  impatient  and  dis( 
plined  by  nature,  is  frustrated  becaus 
he  doesn't  have  a  full-blown  answer 
tobacco's  problem.  "I  pride  myself 
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a  strategist,  and  I  don't  like  telling 
rter  I  don't  know  what  to  do,"  he 
iVhat  he  is  not  going  to  do  is  clear: 
J  not  going  to  play  the  market- 
game,  just  to  hold  some  theoreti- 
arket  share.  Profitability  is  the 
mportant  thing." 

5tner  does  have  some  ideas.  At 
!ie  sees  the  issue  as  "cultural.  We 
to  free  up  the  culture  from  the 
ous,  bureaucratic,  overstuffed  or- 
,tion  it  became  over  the  last  few 
one  that  never  talked  about  its 
ms."  Johnston,  drawing  from  his 
it  aggressive  Citibank,  where  he 
/ed  the  growth  of  his  consumer 
ig  unit,  is  charged  with  getting  the 

0  juices  flowing  again.  So  far  that 
leant  telling  employees  about  the 
5S  of  the  business  via  letters,  a 

and  lots  of  small  meetings,  and 
g  their  help.  Gerstner  points  to 
ventory  decision  to  show  that  the 
e  is  changing:  "There  was  talk  ini- 
of  its  taking  four  years  to  solve." 
iRS.  Meanwhile,  all  marketing  pro- 
,  are  up  for  review.  So  are  many 
:;ts,  including  the  taste  of  Winston, 
oiggest  brand.  Premier,  the  smoke- 
igarette,  isn't  dead,  just  back  in 
ch.  RJR  is  moving  deeper  into 
5r,  "value-price"  brands,  too.  Mag- 
anched  last  year,  is  winning  just  a 
share,  but  Johnston  claims  40%  of 
yers  are  Marlboro  men  and  wom- 
iielsea,  a  brand  with  flavors  like 
,  also  won  a  0.5%  share  in  test 
(t.  If  a  new  discount  generic  from 

1  &  Williamson  Tobacco  Corp.  does 
Johnston  promises,  "we  could  get 
it  there  real  fast."  Still,  while  sell- 
ore  cheap  packs  will  shore  up  mar- 
lare,  it  won't  help  margins.  Short- 
cost-cutting  seems  to  be  the  only 
;o  better  performance  in  tobacco, 
h  leverage  questions  so  important 

first  six  months,  Gerstner  hasn't 
me  to  address  the  long-term  issues 
I.  Unless  something  goes  drastical- 
mg,  in  1990  he  will  probably  tinker 
with  the  company's  structure  and 
■gy.  As  the  food  industry  consoli- 

for  example,  Nabisco  will  need 
sheer  size  to  compete  effectively. 
Gerstner:  "There  will  be  acquisi- 
after  divestitures,  if  they  make 
.  But  we've  got  lots  of  other  things 
in  this  company  that  have  far  more 
ige  for  value  than  acquisitions." 
•stner  is,  in  fact,  frustrated  by  how 
there  is  to  do  that  he  can't  get  to. 
clearly  charged  up  for  the  long 
One  recent  Sunday,  he  reports,  "I 
Lo  my  wife,  'I  really  can't  wait  to 
D  the  office  tomorrow.'  It  has  been 
g  time  since  I  wished  for  Monday 
ing  to  come." 

y  Judith  H.  Dobrzynski  in  New  York 
TORY  ^ 


writing 
for 


It  you're  looking  for  some 
good  reading,  you've  just 
found  it.  The  tree  Consumer 
Information  Catalog, 

The  Catalog  lists  about 
200  federal  publications, 
many  of  them  free.  They 
can  help  you  eat  right, 
manage  your  money, 
stay  healthy,  plan  your 
child's  education,  learn 
about  federal  benefits 
and  more. 

So  sharpen  your  pencil. 
Write  for  the  free 
Consumer  Information 
Catalog.  And  get  reading 
worth  writing  for. 


if 


Consumer  Information  Center 
Department  RW 
Pueblo,  Colorado  81009 

A  public  service  of  this  publication  and  the  Consumer 
Information  Center  of  the  U  S  General  Services  Administration 
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CROSSING  THE  BOUNDARIES 
WHICH  HAVE  TRADITIONALLY  SEPARATED 
THE  DRIVER  FROM  HIS  CAR. 


The  old  experience  is  man-driving-car.  The 
new  experience  is  man  and  car  driving. 

There's  a  science  fiction  book  called  Hard- 
wired, where  the  author,  Walter  Jon  Williams, 
talks  about  test  pilots  who  plug  into  their  air- 
craft through  a  super-advanced  man-machine 
interface. 

This  is  how  he  describes  the  sensation:  "(It 
was)  a  vision  he  could  never  share,  never 
achieve  anywhere  else.  A  belonging,  a  com- 
pleteness, that  he  could  never  talk  about. 
Not  even  to  those  who  flew  with  him.  just  a 
shining  in  his  eyes,  a  glow  in  his  mind."* 

We  bring  this  up  because  it  seems  like  a  good 
way  to  help  you  understand  "man  and 
machine  unity,"  an  idea  which  pervades  the 
Infiniti  line  of  cars. 

The  Infiniti  ideal  is  that  the  car  should  feel,  in 
your  hands,  like  a  perfectly  balanced  tool.  The 
power  of  the  car  shouldn't  challenge  you;  it 
should  enhance  your  ability  by  reacting  pre- 
dictably and  easily  to  your  natural  movements. 

To  create  this  strong  affinity  [affinity  not 


Infiniti)  between  the  driver  and  his  car,  the 
unnecessary  layers  of  high  technology— so 
popular  in  this  age  of  'on-board'  computers- 
were  peeled  away.  Gauges  are  analog.  Mate- 
rials are  traditional.  Switches  are  designed  with 
great  regard  for  touch  and  feel.  Technology  is 
put  to  work  where  it  works  best.  (In  the  suspen- 
sion and  in  the  transmission,  for  example:  two 
areas  where  the  application  of  technology  can 
dramatically  improve  the  driving  experience.) 

The  attitude  in  the  design  of  the  driver's  com- 
partment is  to  make  a  place  that  feels  comfort- 
able and  secure,  but  in  touch  with  the  car  and 
with  the  exhilarating  feel  of  the  road.  Behind 
the  wheel,  you  should  feel  secure,  relaxed  and 
in  control. 

The  technological  underpinnings  for  the 
romantic  notion  described  above  are  in  rich 
array  in  the  Infiniti  line  of  cars.  We  suggest  that 
you  take  a  test  drive. 

For  the  name  of  the  Infiniti  dealer  nearest  you 
or  for  more  information,  call  1-800-826-6500, 

Thank  you. 


created  by  Nissan 
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FORECASTING! 


THE  ECONOMIC  OUTLOOK  IS  PERFECT 
—OR  LOUSY.  HOW  DO  YOU  TELL? 


Here's  a  guide  to  help  you  wend  your  way  through  the  maze  of  conflicting  indicators 


-a 

:  ar 
;trr 
■e! 


ata  is  a  four-letter  word.  Espe- 
Icially  among  investors,  homeown- 
ers, and  executives  cursing  the 
economy's  maddening  ambiguity. 

On  the  one  hand,  "the  economic  news 
is  just  about  perfect,"  says  Edward  E. 
Yardeni,  chief  economist  at  Prudential- 
Bache  Securities  Inc.  The  latest  statis- 
tics show  an  economy  growing  fast 
enough  to  keep  employment  gains 
healthy  but  slow  enough  to  prevent  in- 
flation from  spiraling  upward — the  so- 
called  soft  landing.  Industrial 
output  rose  a  healthy  0.39^  in 


and-down  revisions  that  often  seem  to 
plague  the  individual  measures  may  be 
partially  diluted  by  the  bigger  indicators, 
and  you  can  get  a  more  accurate  view  of 
the  general  direction  of  economic 
growth.  Then,  a  quick  tour  of  a  handful 
of  indicators  may  be  in  order.  Finally, 
the  amateur  forecaster  should  spend  the 
most  time  reviewing  indicators  based  on 
the  financial  markets,  which  these  days, 
at  least,  seem  to  be  emitting  the  most 
reliable  signals  for  divining  the  econo- 
my's future  course. 
To  get  your  bearings,  check  which 


THE  ECONOMY  IS 
STILL  EXPANDING... 


...CONSUMER  SPENDING    ...AND  UNEMPLOYMENT 
IS  RISING  AGAIN...        CLAIMS  ARE  STABLE... 

1.5  -  360  - 

RETAIL 


240- 


INITIAL  CLAIMS  FOR 
UNEMPLOYMENT 
INSURANCE 
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turns  in  the  economy,  for  instance.  Th*  -j" 
monthly  National  Association  of  Pur^  ■■'I 
chasing  Management's  survey  is  a  useji  -"! 
ful  window  on  manufacturing  activityj|i  't'st 
But  other  indicators  are  less  reliable!-  nirs 
Don't  read  too  much  into  retail  sale»  ■ 
That  measure  has  been  revised  upwarw^ti:^ 
13  times  in  the  past  16  months.  p'0*t' 
Then,  move  quickly  from  Main  Stree!:  ■ 
to  Wall  Street.  The  "money  economy'te-: 
captures  both  the  economic  fundameBpMg 
tals  and  the  daily  psychological  mood  wl 

investors  risking  their  M 

money  in  an  uncertain 


.BUT  MANAGERS  SEE 
HARD  TIMES  AHEAD 


MANUEAQURING 
EXPANDING 


icntici 


!B  or 


JAN.  1989 
A  PURCHASING  MANAGERS  INDEX 


DATA:  NATIONAL  ASSN.  OE 
PURCHASING  MANAGEMENT 


August,  and  retail  sales  surged  0.77'. 
Producer  prices  fell  for  the  third  month 
in  a  row. 

Yet  some  indicators  are  signaling  ane- 
mic growth  at  best  and  recession  at 
worst.  The  purchasing  managers  index 
is  at  a  near-recession  level.  "Core  infla- 
tion" is  rising:  Producer  prices,  exclud- 
ing the  volatile  food  and  energy  compo- 
nents, were  up  0.5%  in  August. 
Corporate  jtrofits  are  down,  interest  pay- 
ments are  absorbing  30%  of  cash  flow, 
and  the  junk-bond  market's  troubles  are 
rippling  through  the  economy. 
THE  BIG  PICTURE.  No  doubt  you're  con- 
fused. But  there  is  a  way  through  the 
maze  of  statistics.  First,  take  a  look  at 
some  broad-brush  indexes  of  economic 
activity  rather  than  trying  to  read  too 
much  into  one  particular  activity  in  a 
given  month.  That  way,  the  constant  up- 


way  the  wind  is  blowing 
by  looking  at  the  economic 
polls.  Many  economists  use 
the  Blue  Chip  Consensus,  a  monthly 
survey  of  53  economists  conducted  by 
Robert  J.  Eggert  in  Sedona,  Ariz.  In 
September,  the  group  forecast  that 
real,  or  after-inflation,  gross  national 
product  will  be  up  2.8%'  in  1989.  It's 
worth  noting,  however,  that  this  con- 
sensus, like  conventional  wisdom,  is 
frequently  off  the  mark.  It  underesti- 
mated growth  in  four  out  of  the  last 
six  years  of  expansion — a  period  of  4%- 
average  annual  growth. 

Once  you've  grasped  the  consensus, 
take  just  a  brief  look  at  some  of  the 
individual  indicators  of  what's  going 
on  in  the  real  economy.  The  weekly 
report  of  initial  unemployment  claims 
has  a  good  track  record  for  pinpointing 


world.  Today,  the  market: 
V,  are  signaling  lower  infls' 
tion  and  modest  growth.  I 

Take  the  so-called  yield  curve.  Whe:j 
the  economy  is  growing,  short-term  irj 
terest  rates  are  often  lower  than  longi 
term  rates,  producing  an  upward-slojl 
ing  yield  curve.  One  reason  is  tha! 
strong  economic  growth  can  fan  inflf] 
tion,  so  bond  investors  demand  a  yiel 
premium  to  compensate  them  againSj 
eroding  purchasing  power.  But  whe: 
the  Federal  Reserve  decides  to  figh' 
inflation,  it  drives  short-term  rates  uf 
Long-term  yields  fall  as  inflatio 
abates.  This  creates  an  inverted  yiel 
curve,  often  a  precursor  of  economi 
sluggishness  and  lower  inflation. 

Indeed,  a  study  by  Campbell  R.  Hai 
vey  of  Duke  University  argues  tha 
the  changing  shape  of  the  yield  curv, 
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^erful  leading  economic  indicator, 
the  yield  curve  is  almost  flat,  and 
ig  to  Harvey's  calculations  that 
;he  economy  will  be  slowing  to  a 
te  from  now  to  the  third  quarter 
Long-term  bond  yields,  he  says, 
ill  a  full  percentage  point  below 
je-month  Treasury  bill  rate,  pro- 
a  sharply  inverted  yield  curve,  to 
icession. 

signaling  slow  growth  and  tame 
"J  are  commodity  prices.  While 
vernment's  monthly  inflation 

reflect  the  past,  commodity 
ire  a  favored  indicator  of  infla- 
iiture  course  because  they  show 
ent  to  which  demand  is  pushing 
ip  in  the  early  stages  of  produc- 
ight  now,  the  Commodity  Re- 
Bureau's  futures  index,  down  al- 
1%  since  last  December,  has 
id  fairly  stable  in  recent  weeks. 
I  WATCH.  The  money  supply,  too, 
ng  adherents  as  a  financial  indi- 
,fter  having  fallen  into  disfavor, 
ong  links  between  money-supply 
and  economic  performance  were 
id  by  financial  deregulation  dur- 
early  1980s.  By  now,  though,  the 
i'al  changes  have  been  largely  ab- 
And  as  the  expansion  ages,  the 

the  money  supply  is  becoming 
•itical. 

much  money  chasing  too  few 
fields  inflation;  too  little  money 
e  to  buy  too  many  goods  yields 
y  disinflation  but  also  recession, 
reful  look  at  the  monetary  aggre- 
is  once  again  prudent.  Money 

has  been  penurious  since  1986, 
e  broadly  defined  M2  measure  up 

3.5%  this  year,  and  some  worry 
ht  money  will  translate  into  slow 
ic  growth.  "The  longer  money 

remains  slow,  the  higher  the 
■at  it  will  have  an  impact  on  the 
y,"  says  economist  Edward  S. 

Jr.  of  C.  J.  Lawrence,  Morgan 
1  Inc. 

the  yield  curve,  commodity 
and  the  money  supply  giving 
of  the  most  reliable  signals 
,  it's  advisable  to  watch  the  peo- 
0  are  watching  these  numbers, 
nd  more.  Federal  Reserve  gover- 
nd  district  bank  presidents  are 
g  the  markets  for  clues,  and  how 
sact  will  make  the  difference  be- 
slow  growth  and  no  growth, 
nation's  past  six  recessions  came 
vhen  the  Fed  fought  the  inflation 
head  on — and  ended  up  slaying 
inomy  as  well.  So  far,  the  Green- 
'ed  has  engaged  only  gingerly — 
fectively — in  preemptive  action, 
nd  unless  it  has  to  engage  in  full- 
lattle,  the  short-term  outlook  for 
t  landing  looks  good, 
he  other  hand  . . . 
y  Christopher  Farrell  in  Netv  York 


FOUR  SEERS  NAME 
THE  NUMBERS  THEY  LIKE 


■  Edward  S.  Hyman  Jr.,  vice-chair- 
man, C.  J.  Lawrence,  Morgan  Gren- 
fell  Inc. 

Hyman's  weekly  reports,  with  pithy  in- 
sights scrawled  alongside  each  chart, 
have  drawn  a  huge  following.  Recent- 
ly, Hyman  began  trying  to  put  his  in- 
sights to  work  making  money,  running 


'I'm  long  on  bonds 
with  the  economy 
slowing,  and  yields 
coming  down' 

HYMAN 


a  fixed-income  mutual  fund.  "I'm  long 
on  bonds,  with  the  economy  slowing, 
and  yields  coming  down."  He  sees  1% 
growth,  3.5%  inflation,  and  7%  bond 
yields  in  1990. 

One  of  his  favorite  indicators,  be- 
cause of  its  timeliness  and  compre- 
hensiveness, is  the  weekly  measure 
of  initial  unemployment-insurance 
claims.  In  addition,  Hyman  solicits 
information  each  week  from  con- 
tacts at  department  stores  and  oth- 
er companies  to  get  a  sense  of  their 
business.  Finally,  he  watches  commod- 
ity prices  closely,  not  only  for  inflation 
signals  but  also  to  gauge  demand.  To- 
day's numbers,  buttressed  by  an  analy- 


food  and  energy  costs — running  above 
1988's  rate,  he  says  that  the  Federal 
Reserve  will  be  forced  to  clamp  down 
to  fight  inflation. 

■  Edward  E.  Yardeni,  senior  vice 
president,  Prudeyitial-Bache  Securi- 
ties Inc. 

Yardeni  is  an  optimist.  He  began  a  re- 
cent report  with  this  sentence: 
"  'End-of-cycle'  and  'twin  deficit' 
preoccupations  have  distracted 
many  investors  from  seeing  and  ap- 
preciating the  big,  global  picture — 
which  is  extraordinarily  bullish  for 
stocks,  bonds,  and  humans!" 

So  it  isn't  surprising  that  Yardeni 
sees  3%  real  growth  and  inflation  of 
3.5%  over  the  next  year — and  long- 
term  Treasuries  yielding  5%'  by  1993. 
The  U.  S.,  he  believes,  is  in  a  long-run 
disinflation  trend.  "If  you  threw  me  in 


The  global  picture 
is  extraordinarily 
bullish  for  stocks, 
bonds,  and  humans' 

YARDENI 


'It's  clear  that 
the  economy 
is  reaccelerating' 

ROACH 


sis  of  low  money-supply  growth,  declin- 
ing credit  demands,  and  flat  to 
inverted  yield  curves  around  the  world, 
lead  Hyman  to  forecast  a  slower  period 
of  economic  growth. 
■  Stephen  S.  Roach,  senior  econo- 
mist, Morgan  Stanley  &  Co. 

Roach  is  widely  admired  for  his 
reasoned  studies  of  major  economic 
trends,  such  as  his  dispassionate 
look  at  leverage  and  the  role  of  the 
computer  in  the  service  economy. 

He's  no  slouch  as  a  forecaster, 
either.  "It's  clear  that  the  economy  is 
reaccelerating,"  says  Roach,  who  ex- 
pects 3%  real  GNP  growth  in  the  second 
half  of  this  year.  He's  focusing  on  the 
consumer,  watching  the  momentum  in 
retail  sales  and  real  disposable  income. 
But  with  "core  inflation" — excluding 


a  prison  cell  with  no  windows  and  only 
one  data  series  to  pick,  I'd  pick  the 
Commodity  Research  Bureau's  indus- 
trial spot  prices,"  he  says. 

■  Samuel  D.  Kahan,  chief  finan- 
cial economist,  Kleinwort  Benson 
Government  Securities  Inc. 
Chicago-based  Kahan  has  a  healthy 
respect  for  the  financial  markets  as 
economic  indicators.  He  watches 
the  tilt  of  the  yield  curve  carefully, 
and  compares  the  level  of  short- 
term  interest  rates  with  the  infla- 
tion rate.  These  days,  he  sees  a  2%  to 
2.5%  pace  of  GNP  growth.  But  that 
growth  will  be  uneven.  "The  economy's 
current  expansion  has  been  character- 


'Problems  have 
been  contained 
without  spreading 
into  other  sectors' 

KAHAN 


ized  by  the  phenomenon  that  problems 
have  been  contained  without  spreading 
into  other  sectors,"  says  Kahan.  He 
expects  more  "rolling  recessions"  to 
hit  one  region  or  sector  without  knock- 
ing the  economy  into  a  recession. 

By  Christopher  Farrell  in  New  York 


:s 
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How  come  no  company 
has  ever  used  this  slogan? 


Given  the  fact  that  results  are  what  business  is  all  about,  isn't  it 
just  a  little  ironic  that  no  company  has  ever  associated  itself  with  the 
statement  below?  It  is,  however,  understandable. 
After  all,  if  there  ever  was  a  double-edged  slogan,  this  is  it. 

For,  once  you  promise 
results,  you  had  better 
;  be  prepared  to  deliver, 

be  judged,  and  be  held 
accountable  for  them. 

At  the  CIGNA  com- 
panies, we  operate  on  a 
simple  principle:  Clients 

We  get  paid  for  results.  come  to  US  for  results. 

And  the  reason  they 
keep  coming  back  is 
because  we  give  them 
their  money's  worth. 

By  accepting  that  J 
responsibility,  we  have 
become  a  leader  in 
many  fields.  Business 
insurance.  Employee 
benefits.  Managed  health  care.  Pension  and  investment  management. 

From  now  on,  you'll  see  the  words— we  get  paid  for  results— next 
to  our  logo.  Not  as  a  window  dressing.  But  rather  because  they  are 
the  essence  of  who  we  are  and  what  we  do.  To  learn  more,  write  us 
at  One  Liberty  Place,  Dept.  RA,  Phila.,  PA  19103. 

Because,  if  you're  not  paying  for  results,  what  are  you  paying  for? 


1 
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SEND  YOUR 
MANAGEMENT  TEAM 
TO  STANFORD. 

Please  call  or  write  now  for  more  Information  on  these 
Stanford  Continuing  Kclucation  Kxecutive  Programs. 

STANFORD  PROGRAM  ON  MANAGING  INNOVATION 

March  20-22,  1990 
October  23-25.  1990 

STANFORD  FINANCIAL  SEMINAR  FOR 
NON-FINANCIAL  MANAGERS 

April  18-20,  1990 
November  5-7.  1990 

STANFORD  ENGINEERING  EXECUTIVE  PROGRAM 

June  24-July  6.  1990 

STANFORD  PROGRAM  IN  THE  HUMANITIES 

July  6-15.  1990 

STANFORD  ADVANCED  MANAGEMENT  COLLEGE 

September  23-28,  1990 

STANFORD  PROGRAM  ON  MARKET  STRATEGY 
FOR  TECHNOLOGY-BASED  COMPANIES 

October  3-5.  1990 

STANFORD  PROGRAM  ON  MANAGING  CHANGE  IN  THE 
HEALTH  CARE  INDUSTRY 

November  13-15.  1990 


Please  contact:  Marian  Adams 
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AndYo 


Before  you  buy  a  new 
business  telephone  system, 
first  think  about  why  you're 
unloading  your  old  one. 

If  it's  because  your  old  sys- 
tem can't  accommodate  new 
technology,  add  new  fea- 
tures, or  add  enough  lines, 
consider  the  flexible  phone 


system  that  can  do  all  of  these 
things.  The  Centrex  system, 
from  Pacific  Bell. 

With  Centrex,  there's  no 
expensive  switching  equip- 
ment to  buy  in  the  first  place. 
Instead,  you  plug  into  Pacific 
Bell's  hardware,  located  at 
our  central  offices. 


So  when  new  technolo- 
gies emerge,  you  won't  neec 
new  hardware  or  software. 
Instead,  we'll  simply  update 
the  system  at  our  end. 

When  you  need  more 
features  or  lines,  we  can  pro 
vide  those,  too.  It's  all  done 
through  our  network. 


A  PACIFIC  TELESIS  COMPANY  I  /liMMMi 


c  1989  Pacific  Bell 
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err,  ^^Pl^^, 


ex. 


at  74  ImpalaWasTbugh. 


a  result,  you're  never 
<:  with  yesterday  s  tech- 
gy.  Or  left  in  the  position 
ying  to  sell  outdated 
pment. 

t  comes  down  to  this: 
re  are  two  kinds  of  phone 
?ms. 

rhere's  the  flexible  kind, 


that  can  grow  and  change 
as  business  and  technology 
change.  Pacific  Bell  Centrex. 

And  then  there  are  those 
based  on  the  available  tech- 
nology of  the  day  For  exam- 
ples of  this  type,  just  consult 
the  classifieds.  Under  the 
heading,  "Bargains!' 


For  a  free  IBM  compatihle  diskette 
showing  Centrex  5  advantages,  call 
l'800'62m35,  ext.  317.  For  more 
about  Centrex,  call  your  Pacific  Bell 
Account  Executive  or  an  Authorized 
Sales  Representative  for  Paafic  Bell. 

Pacific  Bell  Centrex. 
Communications 
For  A  Changing  World. 

PACIFICEIjBELL 


EatTo¥)ur 
Heart's  Content. 

Notlrbur 

Stomach's. 


If  you're  like  other  people 
on  the  run  you  may  run  in  the 
other  direction  when  you  heair 
the  word  "diet."  You  say  that 
you  don't  have  the  time  or  that 
you  eat  out  too  much.  But  it 
could  be  that  you  just  haven't 
run  into  the  facts. 

The  fact  is,  you  can  enjoy 
a  healthy  diet  without 
eliminating  all  the  things  you 
enjoy  about  eating. 

And  there's  another  fact 
to  help  motivate  you.  If  you 
lower  the  saturated  fat  and 
cholesterol  in  your  diet  you 
can  lower  a  major  risk  for 
heart  disease. 

How  do  you  do  it?  For 
starters,  Iccirn  the  difference 
between  saturated  fats  and  unsaturated  fats.  Then  work  on  keeping  your 
daily  cholesterol  intake  low.  There  are  dozens  of  hints  we  can  give  you.  For 
a  free  booklet,  just  write  the  American  Heart  Association,  7320  Greenville 
Ave.,  Box  3,  Dallas,  Texas  75231. 

We'll  show  you  how  to  feed  your  heart  without  slighting  your  stomach. 

Your  Life  Is  In  Your  Hands. 

American  Heart  Association 


This  space  provided  as  a  public  service. 


RMACEUTICALSI 


HE  PRICE  OF  NO 
lAY  SOON  BE 


-NAME  DRUGS 
TO  SWALIOW 


)re  rigorous  testing  required  by  the  feds  will  inflate  the  cost  of  generics 


30- 


>f  the  remedies  for  ri^^ing  health 
care  costs,  few  have  worked  as 
effectively  as  generic  drugs, 
e  1982,  when  the  no-name  clones  of 
id  name  potions  accounted  for  just 
jf  all  U.  S.  prescriptions,  their  share 
risen  to  33%.  As  a  result,  the  na- 
's  $25  billion  annual  bill  for  prescrip- 
drugs  is  running  $7  billion  below 
t  it  otherwise  would  be,  savings  that 
;rts  had  expected  to  escalate 
generics  captured  three  of  ev- 
four  prescriptions  by  1996. 
addenly,  however,  those  sav- 
aren't  such  a  sure  thing.  Gen- 
5  may  still  win  more  market 
■e.  But  the  recent  revelations 
some  makers  of  generics 
ited  on  product  tests  will 
npt  the  Food  &  Drug  Adminis- 
ion  to  clamp  down  on  sloppy 
:tices.  More  rigorous  and 
thy  drug  testing  will  push  up 
s.  As  a  result,  half  of  the  top 
dozen  generics  makers  may 
or  sell  out  by  1992,  thus  less- 
g  competition,  predicts  analyst 
lant  K.  Shah  at  HKS  &  Co.  in 
Ten,  N.  J.  Adds  Henry  F.  Blis- 
)ach,  director  of  pharmacy  pro- 
ms for  United  HealthCare 
3.,  a  Minnesota-based  health 
ntenance  organization:  "The 
lit  will  be  an  increase  in  the 
of  generic  drugs." 
rcHED  PILLS.  How  big  an  in- 
.se  is  anyone's  guess.  But  it 
d  be  large.  Consider  Dyazide, 
iuretic  prescribed  for  high 
d  pressure.  At  retail,  .SmithKline 
Cham's  brand  name  product  costs 
at  $38  per  100  capsules.  A  generic 
ivalent  from  Bolar  Pharmaceutical 
is  about  $21.  But  one  producer.  Vi- 
ne Pharmaceuticals  Inc.,  has  recalled 
generic  after  admitting  that  it  substi- 
d  SmithKline's  product  for  its  own 
DA  tests.  And  buyers  are  getting  un- 
f.  Kaiser  Permanente,  a  big  health 
ntenance  organization  in  Oakland, 
f.,  has  switched  back  to  Dyazide  to 
id  possible  problems.  In  the  most  ex- 
ne  cases,  the  cost  of  such  switches 
be  staggering.  A  survey  by  the 
erican  Association  of  Retired  Per- 


sons shows  that  Wyeth-Ayerst  Laborato- 
ries Inc.'s  antiarrhythmia  heart  drug, 
called  Inderal,  sells  at  retail  for  as  much 
as  $43.25  per  100  tablets.  Its  cheapest 
clone  sells  for  $1.99. 

Such  price  gaps  are  bound  to  narrow. 
Since  1984,  federal  law  has  required  gen- 
erics makers  to  submit  data  showing 
that  the  active  ingredients  of  their  prod- 
ucts are  chemically  identical  and  biologi- 


TAKE  TWO  GENERICS 
AND  CALL  ME  TOMORROW 


PERCENT  OF  TOTAL 
DRUG  PRESCRIPTIONS 
WRinEN 


DATA:  HKS  SCO. 


cally  equivalent  to  brand  name  drugs. 
What  isn't  checked  is  the  overall  thera- 
peutic effect  on  patients,  which  physi- 
cians claim  can  vary  widely.  The  FDA  is 
being  pressed  to  require  therapeutic 
tests  as  well.  And  it  may  also  do  its  own 
chemical  testing,  at  least  in  spot  checks. 
It  will  charge  a  fee  for  this,  and  the 
extra  checking  almost  certainly  will  ex- 
tend the  present  six-month  approval 
time  for  generics.  "The  cost  to  be  a  [ge- 
neric drug]  manufacturer  will  be  a  lot 
higher  than  in  the  past,"  says  John  H. 
Klein,  president  of  Zenith  Laboratories 
Inc.  in  Northvale,  N.J.  At  the  same 
time,  generic  sales  could  suffer. 


No  one  contends  that  generics  have 
hurt  patients.  But  some  doctors  are 
starting  to  avoid  clones.  For  example, 
the  American  Academy  of  Family  Physi- 
cians (AAFP),  a  group  of  60,000  doctors, 
opposes  blanket  substitution  of  generic 
drugs  for  brand  name  ones,  especially 
for  certain  critical  illnesses  and  patient 
groups,  until  testing  is  improved.  Dr.  R. 
Jerry  Mann  of  Little  Rock  headed  an 
AAFP  study  group  that  made  this 
proposal  in  mid-September.  Doc- 
tors also  want  to  know  whose  ge- 
neric products  they  are  prescrib- 
ing and  when  the  pills  are 
changed.  "There  should  be  some 
record  that  lets  me  know  what  the 
drug.store  is  using,"  says  Dr.  Wil- 
liam H.  Coleman  in  Scottsboro, 
Ala.  Adds  Dr.  Harrison  C. 
McCandless  of  Torrance,  Calif.: 
"Little  old  ladies  call  me  in  a  panic 
and  say:  'My  red  pills  are  now 
blue  pills.'  " 

MUST  SWAP.  Unless  such  concerns 
are  addressed,  the  damage  to  gen- 
erics could  be  long-lasting.  Since 
July,  Pennsylvania  has  required 
pharmacists  to  substitute  generics 
for  brand  name  drugs  unless  doc- 
tors specify  otherwise.  That  law 
"never  would  be  passed  now," 
says  Jack  B.  Ogun,  head  of  the 
state  Health  Dept.'s  drug  division. 

That  may  mean  a  windfall  for 
brand  name  producers.  While  the 
image  of  generics  suffers,  higher- 
priced  brand  products  could  enjoy 
a  renaissance.  And  the  major 
drugmakers  will  benefit  from  consolida- 
tion in  the  generics  industry,  where  Ze- 
nith's Klein  argues  that  "a  bunch  of  en- 
tities got  in  that  never  should  have." 
Brand  producers  now  turn  out  60%  of 
the  generic  drugs  in  the  U.  S.  As  their 
share  rises,  and  other  generics  produc- 
ers fall  by  the  wayside,  the  big  drug 
companies  increasingly  will  become  their 
own  toughest  competition.  Cutthroat 
pricing  will  become  an  artifact.  And  the 
nation's  health  bill  may  rise  unimpeded. 

By  Joseph  Weber  in  Philadelphia, 
loith  Larry  Armstrong  in  Los  Angeles, 
Michael  Schroeder  in  Pittsburgh,  and  bu- 
reau reports 
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INVESTMENT  BANKING  I 


IS  WASSERSTEIN'S 
STAR  TARNISHED? 


Suddenly,  some  of  his  high-priced  deals  are  open  to  question 


When  Robert  Campeau's  retail 
empire  stumbled,  it  shook  the 
junk-bond  market — and  the 
whole  world  of  dealmaking.  Campeau 
himself,  as  head  of  Campeau  Corp., 
bears  the  responsibility-  for  the  compa- 
ny's trouble.  Yet  with  Campeau's  prob- 
lems so  closely  hnked  to  his  crippling 
debt  load,  the  judgment  of  the  deal- 
makers  ine\itably  comes  into  question: 
both  Bruce  Wasserstein's.  who  was  the 
original  ad\iser  on  the  deal,  and  First 
Boston  Corp.'s  (page  90),  which  financed 
the  deal  after  Wasserstein  left  the  firm 
to  strike  out  on  his  own. 

Wasserstein  will  sur\ive  the  tumult 
whether  or  not  he  encouraged  Campeau 
to  pay  too  much  for  Federated  Depart- 
ment Stores  Inc.  The  barely  t^vo-year-old 
■^'asserstein.  Perella  &  Co.  has  blasted 
off  like  a  rocket  and  won  business  away 
from  the  most  prestigious  investment 
banks  on  Wall  Street. 

But  Campeau's  woes  have  helped  slow 
the  debt-charged  mergers-and-acquisi- 
tions  market  of  the  1980s.  And  as  one  of 
its  symbols,  Bruce  Wasserstein's  for- 
tunes may  well  suffer:  Virtually  over- 
night, one  of  Wall  Street's  most  dazzling 
players  has  become  the  subject  of 
doubts  about  his  aggressive,  high-paying 
approach.  And  at  the  least,  today's  cau- 
tious en\-ironment  could  delay  his  \"ision 
of  making  Wasserstein  Perella  an  endur- 
ing institution  a  la  Morgan  Stanley  or 
Goldman  Sachs. 

MARKET  TURMOIL.  As  to  the  Federated 
deal.  Wasserstein  denies  that  Campeau 
overpt-id  and  says  Campeau's  problems 
have  'oeen  overblown.  After  he  left  First 
Boston  in  February,  1988,  Wasserstein 
says  he  was  contractually  prevented 
from  assiftTig  Campeau  with  financing 
and  asset  sale.-  because  he  had  agreed  to 
give  that  portion  of  the  busmess  to  First 
Boston.  Campeau's  current  predicament, 
he  says,  is  that  Campeau  was  not 
prompt  enough  in  selling  assets  or  refi- 
nancing— matters  for  which  Wasserstein 
had  no  responsibilit}\  "The  financing 
was  rot  done  on  a  timely  basis.  The 
asset  values  are  there,"  he  says  in  de- 
fense of  tne  original  purchase  price. 
In  any  event,  by  Wasserstein's  own 


admission,  a  slowdown  in  mergers  and 
acquisitions  is  in  store.  \Miy?  The  stock 
market  hasn't  dropped  much,  so  many 
potential  acquisition  targets  will  contin- 
ue to  sport  prohibitive  price  tags.  Mean- 
while, turmoO  in  the  junk-bond  market 
will  make  takeovers  more  difficult  to  fi- 
nance. And  leveraged-buyout  groups, 
which  could  be  the  high  bidders  only  by 
taking  on  lots  of  debt,  will  be  able  to 
swing  fewer  LBOs.  "We  had  an  overheat- 
ed, immature,  euphoric  market.  We're 
going  into  a  more  mature,  realistic  one," 
says  Wasserstein. 

But  Wasserstein  himself  contributed 
to  that  euphoria.  For  the  better  part  c  : 
the  1980s,  the  41-year-old  lawyer  ha- 
reigned  as  Wall  Sti-eet's  merger  super 
star.  In  their  first  11  years  together,  h- 
and  partner  Joseph  R.  Perella  built  Fir>- 
Boston  from  a  sleepy,  second-tier  fir:: 
into  a  leading  investment  bank.  Wasser 
stein  has  spearheaded  investment  bar.r:.- 
push  to  engineer  ever-bigger  deals,  iron. 
Texaco  Inc.'s  SIO  billion  bid  for  Getty 
Petroleum  Corp.  in  1984  to  Kohlberg 
Kra\is  Roberts  &  Co.'s  S28.3  billion  for 
RJR  Nabisco  Inc.  in  1988 — and  to  struc- 
ture the  deals  with  ever-more  debt  and 
ever-heftier  fees. 

'GOOD  CHEERLEADER.'  Wasserstein  did 
this  by  constantly  impro\ing  the  tactics 
of  the  hostile  takeover.  He  invented 
many  of  today's  most  potent  offensive 
measures,  and  defensive  ones,  too. 
Among  those  credited  to  him  are  the 
two-tier  tender  offer  that  Du  Pont  Co. 
used  to  win  its  S8  billion  bid  for  Conoco 
Inc.;  by  offering  to  pay  more  for  the 
first  chunk  of  stock,  Du  Pont  overcame 
Conoco's  defenses. 

Equally  critical  has  been  Wasser- 
stein's damn-the-torpedoes  emphasis  on 
winning.  While  others  may  quietly  coun- 


Bruce  Wasserstein's 
damn-the-torpedoes 
emphasis  on  winning  has 
been  critical  to  his  success 


KKEUA:  A  MOK  KAUSTK 
MAMET  AHEAD 


sel  boldness,  Wasserstein's  trademark 
the  messianic  pep  talk.  He  talks  of  ha 
ing  created  "the  biggest  food  compan; 
(Philip  Morris'  acquisition  of  Kraft),  "t 
biggest  media  company"  (Time  Wame 
and  "the  second-  or  third-largest  dn 
company"  (Beecham  Group's  merg 
with  SmithKline  Beckman). 

Often,  his  daring  did  help  win  dranu 
ic  battles.  Take  his  ad\ice  to  one  sat 
fied  client.  Time  Inc.,  on  its  hard-wi 
merger  with  Warner  Commtmicatio 
Inc.:  Becoming  a  global  force  in  enti 
tainment  is  worth  the  risk  of  being  U 
en  over.  "You  bet  your  company  by  c 
ing  it  because  you  believe"  in  the  go 
says  Gerald  M.  Le\in.  \ice-chairman 
Time  Warner  Inc.  "Bruce  was  a  go 
cheerleader  for  being  bold." 

As  long  as  the  junk-bond  market  cot 
pay  the  tab  for  many  of  these  deals  a 
the  market  kept  carrying  values 
ward,  it  all  worked,  and  Wall  Stn 
prospered.  Indeed,  Wasserstein  Pere 
is  planned  around  a  roaring  M&A  mark 
and  a  healthy  junk-bond  market.  T 
goal  is  nothing  short  of  making  the  co 
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THE  UPS— AND  A  FEW 
DOWNS— OF  WASSERSTEIN 
AND  PERELLA 

 1988  

FEBRUARY  The  duo  leave  First  Boston  with 
two  other  managing  directors  and  form  Was- 
serstein  Perella  &  Co.,  taking  with  them  some 

major  clients  

JULY  With  staff  rising  to  50  professionals, 
they  agree  to  sell  Japan's  Nomura  20%  of  the 

firm  for  $100  million  

OCTOBER  The  firm  opens  its  own  London  of- 
fice and  also  opens  a  joint-venture  office  in  To- 

kyo  with  Nomura  

NOVEMBER  Advises  Macmillan  on  unsuccess- 
ful defense,  reprimanded  by  Delaware  Su- 
preme Court  for  misleading  the  board.  Advises 
on  management's  winning  $76-a  share  bid  for 
Interco,  again  reprimanded  by  Delaware  court 
for  slanting  advice  for  own  benefit.  Price 
proves  too  high.  Interco  struggles  under  debt 

1989 

FEBRUARY  Firm  gets  commitments  of  $1  bil- 
lion  for  LBO  fund.  Starts  junk-bond  business 

JULY  By  now,  has  advised  on  three  major  win- 
ning deals:  Philip  Morris'  takeover  of  Kraft, 
Time's  purchase  of  Warner,  and  Al  Checchi's 
bid  for  NWA.  Staff  swells  to  105  professionals 

AUGUST  Loses  high-profile  fight  for  Gateway, 
a  British  supermarket  chain 
SEPTEMBER  The  Campeau  retail  empire,  which 
Wasserstein  helped  create,  runs  into  financial 
trouble,  roiling  the  junk-bond  market  

DATA:  WASSERSTEIN  PERELU  8.  CO., 


J  the  preeminent  global  mergers- 
acquisitions  firm.  "We  don't  want  to 
.s  good  as  Goldman  Sachs.  We  want 
e  better,"  says  Wasserstein. 
3rtainly,  the  firm  has  shaken  up  the 
by  investment-banking  oligopoly.  In 
first  half  of  1989,  Wasserstein  Per- 

ranked  a  remarkable  No.  2  in  M&.\, 
ing  only  Morgan  Stanley  &  Co.  "He 
overnight  built  one  of  the  major  fac- 

in  the  merger  business,  which  is  an 
aordinary  accomplishment,"  says  a 
or  rival. 

HO  PLAN.  But  building  the  staff  to 
pete  head-to-head  with  the  big  boys 
I  high-stakes  bet  that  the  buoyant 
jover  market  will  continue.  Wasser- 
n  Perella  has  already  ratcheted  up 
s  by  hiring  high-paid  bankers  non- 
).  Its  total  staff  is  250  employees, 
1  22  partners  among  the  105  profes- 
lals,  making  it  as  big  as  m&a  depart- 
its  at  most  major  investment  banks, 
/asserella,  as  it's  called  on  Wall 
Jet,  is  casting  itself  as  an  old-fash- 
id,  entrepreneurial  partnership.  As  a 
element  of  its  grand  plan,  the  firm 


wants  every  partner  to  work  both  in 
M&A,  where  it  acts  risk-free  as  adviser  in 
return  for  fees,  and  as  a  principal  in 
LBOs,  which  entails  putting  its  own  mon- 
ey on  the  line.  "The  only  real  analogy  is 
with  the  partnerships  of  the  early 
1920s,"  says  Wasserstein. 

Already,  the  firm  has  earned  big  mon- 
ey in  LBOs.  The  Pneumo  Abex  Corp.  LBO 
alone,  in  which  Wasserella  sold  its  stake 
in  a  dizzyingly  fast  nine  months,  earned 
it  $110  million  this  year.  That's  more 
than  half  of  the  $200  million  it  expects  to 
earn  from  its  core  m&a  business. 
LEARNING  EXPERIENCE.  In  general,  how- 
ever, it's  getting  tougher  to  strike  it  rich 
in  LBOS.  And  as  part  of  $1  billion  in 
commitments  for  its  LBO  fund,  Wasser- 
stein Perella  has  $200  million  of  its  own 
money  on  the  line.  That's  a  big  change, 
notes  a  somewhat  uneasy  investor: 
"Bruce  has  always  been  an  agent — and 
rarely  a  principal.  It's  much  different 
sitting  on  the  rim  and  telling  your  cli- 
ents to  buy  something  than  owning  it 
yourself." 

In  his  biggest  foray  as  an  LBO  princi- 


pal, Wasserstein  stumbled.  This 
summer,  he  made  a  losing  bid  for 
Gateway  PLC,  a  British  supermarket 
chain,  and  was  lucky  to  escape  with- 
out losing  money.  His  super-aggres- 
sive tactics  offended  conservative 
institutions,  drew  a  reprimand  from 
Britain's  Takeover  Panel,  and  a  can- 
ing in  the  Financial  Times'?,  influ- 
ential Lex  column:  "Wasserstein's 
foray  into  the  U.  K.  has  been  an 
almost  unqualified  disaster."  Was- 
serstein portrays  it  as  a  learning 
experience:  "Anything  you  try  on 
the  frontier,  there  will  be  pain  in  it." 

And  Wasserella  couldn't  have 
picked  a  worse  time  than  last  Feb- 
ruary to  launch  a  small  junk-bond 
trading  operation.  The  idea  was  for 
the  firm  to  support  its  principal 
business  by  helping  finance  its  own 
LBOs,  says  Joseph  Perella,  and  thus 
avoid  paying  fees.  Competitors  spec- 
ulate that  the  firm  is  also  planning 
to  piggyback  on  deals  where  they 
act  as  M&A  advisers  by  capturing 
some  of  the  lucrative  junk-bond  un- 
derwriting fees  as  well.  Having 
their  own  money  on  the  line  in  a 
trading  operation  can,  of  course,  be 
a  strain  on  capital. 
PARK  PLACE.  The  more  cautious  cli- 
mate in  junk  financing  is  a  setback 
to  Wasserstein  Perella's  ambitious 
international  expansion  plans.  The 
turmoil  in  the  U.  S.  junk-bond  mar- 
ket has  cast  a  chill  on  the  foreign- 
takeover  scene,  just  when  a  junk- 
bond  market  was  beginning  to 
develop  in  Europe. 
Whatever  happens  next,  Wasser- 
stein has  had  finance  on  his  mind  for  a 
long  time.  The  young  Wasserstein,  who 
attended  a  religious  school  in  Brooklyn 
until  his  businessman-father  moved  the 
family  to  Manhattan's  Upper  East  Side, 
liked  poring  over  the  financial  press  and 
playing  Monopoly  with  his  sister  Wendy, 
today  a  Pulitzer  Prize-winning  play- 
wright. While  earning  degrees  from 
Harvard  University's  law  and  business 
schools,  he  worked  summers  for  Ralph 
Nader  and  for  an  antipoverty  program. 

Shortly  after  signing  on  with  Cravath, 
Swaine  &  Moore  in  the  law  firm's  newly 
formed  merger  department,  he  met  Joe 
Perella,  who  was  the  director — and  sole 
employee — of  First  Boston's  mergers- 
and-acquisitions  department.  In  1977, 
Perella  hired  Wasserstein,  and  the  two 
turned  into  a  very  formidable  team.  Per- 
ella, a  likable  accountant  who  relaxes  by 
cooking  and  bicycling,  acts  as  a  foil  to 
the  often-abrasive  Wasserstein.  The  pair 
have  summer  homes  near  each  other  in 
fashionable  East  Hampton,  N.  Y.  For 
Wasserstein,  the  workweek  home  is  a 
Fifth  Avenue  apartment,  where  he  lives 
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with  his  psychologist  wife  and  three  chil- 
dren, including  a  young  daughter  who  is 
a  nationally  ranked  chess  champion. 

Though  Wasserstein's  reputation  has 
lost  some  luster,  the  question  is  whether 
he  did  advise  some  clients  to  do  deals  at 
prices  that  proved  too  high.  For  exam- 
ple, Robert  Campeau  blames  his  woes  on 
Wasserstein,  according  to  sources  close 
to  the  deal,  because  Wasserstein  urged 
him  to  pay  $73.50  a  share  for  Federated 
Department  Stores,  $4  more  than  Cam- 
peau originally  wanted  to  offer.  That 
added  some  $325  million  to  the  cost  of 
the  deal,  bringing  the  tab  to  $6.7  billion. 
To  escape  the  crushing  interest  pay- 
ments, Campeau  has  been  forced  to  put 
crown  jewel  Bloomingdale's  on  the  block 
and  to  share  control  of  his  company  with 
his  main  backer  (page  28). 
'ACT  OF  GOD.'  Then  there  is  Interco  Inc. 
On  Wasserstein's  advice,  Interco  man-, 
agement  turned  down  a  $74-a-share  of- 
fer from  the  Rales  brothers  and  bought 
the  company  for  a  $76  package  of  cash 
and  junk  bonds.  That  advice  proved  di- 
sastrous for  both  management,  which  is 
struggling  to  meet  its  debt  payments, 
and  former  shareholders,  who  have  seen 
the  value  of  their  junk  bonds  plummet. 
The  problem  was  that  Interco  fell  hun- 
dreds of  millions  of  dollars  short  when  it 
sold  off  assets,  based  on  Wasserstein's 
optimistic  projections.  Interco  manage- 
ment does  not  point  the  finger  at  Was- 
serstein. Rather,  says  President  Richard 
B.  Lx)ynd,  the  problem  was  a  faltering 
economy,  "an  act  of  God." 

Wasserstein  expects  it  will  take  the 
deal  market  three  to  four  months  to  re- 
cover from  the  junk-bond  market's  rout. 
Even  then,  it  will  be  a  more  difficult 
market,  but  not  one  without  opportuni- 
ties. In  light  of  Campeau,  retail  deals 
will  be  difficult  to  finance,  but  he  sees 
banking  and  energy  buys  going  strong. 
Deals  generally  will  require  more  equi- 
ty, an  advantage  for  the  corporate  buy- 
er. And  investors  will  shun  the  most  ex- 
treme form  of  leverage — payment-in- 
kind  junk  bonds,  which  pay  interest  only 
in  the  form  of  still  more  junk  bonds. 

As  for  prices,  Wasserstein  sees  a  two- 
tier  market.  Premier  companies  won't 
cost  less,  while  second-ranking  ones  will. 
Also,  it  will  be  harder  to  do  small  deals 
such  as  divestitures  of  obscure  divisions, 
which  are  less  apt  to  attract  investors. 

Even  Wasserstein  agrees  that  flush- 
ing the  excesses  from  the  takeover  mar- 
ket is  a  good  development.  Now,  if  he 
can  change  from  a  cheerleader  to  a  cau- 
tious adviser,  he  may  again  be  in  the 
vanguard — of  restoi-ing  prudence  to  its 
place  on  Wall  Street. 

By  Leak  J.  Nathans,  idth  Jon  Friedman 
in  New  York  and  Richard  A.  Melcher  in 
London 


FIRST  BOSTON:  TRYING  TO  SHAKE  OFF 
THE  JUNK-BOND  JITTERS 


At  First  Boston  Corp.,  the  year 
1988  started  off  with  a  thud. 
Superstars  Bruce  Wasserstein 
and  Joseph  R.  Perella,  whose  invest- 
ment-banking division  had  accounted 
for  half  of  First  Boston's  1987  profits, 
exited  in  February.  The  firm  was  criti- 
cized for  allowing  them  to  slip  away 
over  "philosophical  differences."  Ever 
since,  Wasserstein,  Perella  &  Co.  has 
poured  salt  into  First  Boston's  wounds 
by  wooing  away  many  of  its  top  deal- 
makers  and  clients.  Wasserstein's  big 


MAHER:  "WE  WILL  COME  OUT  OF  THIS  JUST  FINE' 


success  suddenly  left  First  Boston  in 
the  lurch.  "Everything  they  did  was  a 
win,"  says  James  R.  Maher,  head  of 
investment  banking.  "Everything  we 
did  was  expected — or  a  loss." 

Now,  First  Boston  faces  another 
kind  of  loss — this  time  in  the  tumultu- 
ous junk-bond  market.  Officials  at 
First  Boston,  which  provided  $1.1  bil- 
lion in  bridge  financing  for  Campeau 
Corp.'s  $6.7  billion  takeover  of  Federat- 
ed Department  Stores  Inc.  last  year, 
say  their  firm  has  a  hefty  exposure  of 
$350  million  in  Campeau's  junk  bonds. 
First  Boston  might  have  lost  $15  mil- 
lion to  $30  million,  says  Maher. 

The  woes  of  highly  leveraged  Cam- 
peau recently  sparked  a  junk-bond  sell- 
off  that  chopped  $10  billion  out  of  the 
$200  billion  market.  But  First  Boston 
helped  reassure  the  market  on  Sept. 


18,  when  it  met  a  commitment  to  lend 
$230  million  to  investors  who  bought 
Jerrico  Inc.,  the  restaurant  company, 
for  $470  million. 

The  markets  were  skittish  about 
whether  First  Boston  would  come 
through  or  if  it  was  already  overex 
tended.  It  had  completed  $1.7  billion  of 
bridge  loans  to  three  other  companies 
and  said  it  would  lend  $700  million  to 
help  complete  a  $3.5  billion  acquisition 
of  American  Medical  International  Inc, 
In  August,  First  Boston  backed  away 
from  a  planned  $475  million 
sale  of  junk  bonds  by  a  group 
that  acquired  Ohio  Mattress 
Co.  Investors  wouldn't  buy  the 
bonds  in  hostile  market  condi' 
tions.  Maher  says:  "We  will 
come  out  of  this  just  fine.  And 
the  junk-bond  market  will  t 
out  to  be  resilient." 
PRIVATE  MATTER.  First  Bosto: 
is  wrapping  up  a  sweeping  r( 
organization  In  December 
1988,  First  Boston  merged  wi 
London  affiliate  Credit  Suissi 
First  Boston  Ltd.  and  went  pri 
vate.  The  new  entity,  CS  Firs 
Boston  Inc.,  named  veteran  ex 
ecutive  John  M.  Hennessy  t 
take  over  from  Peter  T.  Bu 
chanan  as  CEO  on  Oct.  1.  Anc 
First  Boston  has  cut  costs 
trimming  its  staff  by  1,000  peo 
pie,  or  about  15%,  since  1988. 

In  the  still-lucrative  M&. 
business.  First  Boston  remains 
a  major  player.  The  firm  mad( 
$58.2  million  in  disclosed  fees  in  thi 
first  half  of  this  year,  according  to  IDE 
Information  Services  Inc.  That  wa 
good.  Wall  Streeters  said,  but  below 
the  $64.7  million  reaped  by  Wasser 
stein  Perella.  First  Boston  had  a  busj 
summer,  assisting  U.\L  Corp.  on 
pending  $6.75  billion  takeover  by  its 
employees  and  advising  NWA  Inc.  on  it; 
$3.65  billion  acquisition. 

First  Boston  earned  $85.7  million  ii,| 
thfe  first  half  of  1988,  but  it  no  longe: 
discloses  earnings  since  going  private 
Salomon  Brothers  Inc.  analyst  Samue 
Liss  says:  "I  would  suspect  First  Bos 
ton's  first-half  earnings  were  flat  com 
pared  with  last  year."  That  woul< 
mean  First  Boston  still  has  work  to  do 
And  in  the  current  market,  it's  no 
clear  it  can  keep  up  its  recent  pace. 

By  Jon  Friedman  in  New  Yon 
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AT  JUST$10.75  TO  96  COUNTRIES, 
WE'RE  THE  ONLY  WAYTO  FLY 


Express  Mail  International  Service" 
ow  offers  you  one  flat  rate  to  96 
ountries  worldwide. 

Just  $10.75  for  an  8-oz.  letter  ^' 
-a  rate  that's  up  to  50%  less 
han  what  our  competitors 
harge. 

And  our  normal  delivery  from 
najor  markets  is  overnight  to  Canada, 
:-day  service  to  Europe,  and  3-day 


service  to  the  Pacific  Rim  and  all 
our  other  destinations. 

So,  if  you  need  to  send  an  urgent 
letter  or  document  abroad,  use 
^  the  carrier  that  makes  your 
^  dollargofurther  than  any  other. 

Express  Mail  International 
Service. 

Stop  by  your  Post  Office,  or  dial 
1-800-THE-USPS  for  more  information. 


^  UNITED  STATES  POSTAL  SERVICE  We  Deliver. 


>  1989  USPS 
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MARKETS  &  INVESTMENTS! 


DON'T  PUT  AWAY 

THE  SMELLING  SALTS  YET 


'ji 


The  junk-bond  market  is  back  on  its  feet — but  it  may  not  withstand  many  more  hits 


If  the  junk-bond  market  were  a  boxer, 
no  one  would  accuse  it  of  having  a 
glass  jaw.  For  a  whole  year  it  had 
been  pummeled  by  growing  investor 
doubts  about  the  viability  of  many  of  its 
issuers.  Then  came  what  could  have 
been  a  knockout  punch:  Campeau  Corp. 
confessed  to  trouble  meeting  its  junk- 
debt  payments.  Prices  sank,  yields  rose, 
and  the  junk  market  crashed.  Yet  barely 
a  week  later,  the  market  had  found  its 
legs.  As  of  Sept.  20,  First  Boston  Corp.'s 
index  of  $68  billion  worth  of  high-yield 
bonds  had  crawled  back  almost  to  its 
pre-Campeau  level,  a  recovery  on  a  par 
with  those  following  the  bankruptcy  of 
LTV  Corp.  in  1984  and  the  guilty  plea  of 
Ivan  F.  Boesky  in  1986. 

So  junk  bonds  may  not  need  the  smell- 
ing salts  quite  yet.  But  their  week-long 
trashing,  following  their  dismal  perfor- 
mance over  the  past  12  months,  has 
hammered  home  the  inherent  vulnerabil- 
ities of  a  market  consisting  solely  of 
high-risk  securities.  Many  are  wondering 
if  junk  bonds  have,  much  bounce  left  in 
them  for  the  next  time.  "It  shouldn't 
come  as  a  surprise  that  the  market  has 
problems,  which  could  become  more  se- 
vere," says  Edward  Sporel,  fixed-income 
manager  for  Siebel  Capital  Management 
in  San  FrancLsco.  "If  the  economy  had 
slowed  down,  it  would  have  been  much 
worse  for  junk  companies." 
BOTTOMLESS.  Even  devotees,  like  John 
F.  Nickoll,  president  of  Foothill  Group 
Inc.  in  Los  Angeles,  concedes  that  junk 
bonds  have  taken  on  a  big  measure  of 
equity-like  anxiety.  Before,  when  a 
bond'.H  [irice  started  to  drop,  the  selling 
soon  dried  up  as  most  bondholders  sat 
tight,  Nickoll  says.  "Now,  you  don't 
know  where  ihe  bottom  is,"  he  laments. 
"They're  trading  like  stocks." 

The  decline  also  highlights  how  ubiq-y 
uitous  junk  has  becoine  in  U.  S.  portfo- 
lios (chart).  A  serious  retrenchment  in 
the  junk-bond  market  v^  ouid  not  only 
cause  losses  for  the  thousaiiils  who  have 
invested  in  the  high-yield  mw  ^al  funds, 
but  would  hit  many  more  in  le.-  obvious 
places.  For  example,  one  of  the  f  astest- 
growing  products  for  retirement  plans 
has  been  guaranteed  investment  cou- 
tracts,  or  GlCs — fixed-rate  instruments, 
similar  to  bank  certificates  of  deposit, 


but  issued  by  insurance  companies. 
While  GlCs  are  perceived  as  one  of  the 
safest  investments  around,  many  insur- 
ers boost  the  yields  by  lacing  them  with 
junk  bonds. 

So  far,  no  ratings  on  the  $200  billion 
worth  of  insurance  company  Gics  have 
been  downgraded  because  of  junk  woes, 
notes  Weston  Hicks,  an  analyst  for 
Moody's  Investors  Service  Inc.  But  the 
effects  will  still  be  felt.  Insurance  com- 
panies, he  notes,  will  likely  go  for  high- 
er-quality junk,  with  correspondingly 
lower  yields.  "There  will  be  downward 
pressure  on  QIC  rates,"  Hicks  says.  Since 
GlCs  account  for  60%  of  the  assets  of  the 
popular  401(k)  employee  retirement 
plans,  many  would  suffer  lower  returns. 

Some  high-yield  mutual  funds  began 


charting  their  way  toward  conservatis  MMHl 
even  before  the  crash.  "We've  upgrad(  keh 
the  credit  quality  of  our  portfolio  ov 
the  past  12  months,  willingly  sacrificin  f^yfi 
yield,"  says  Jim  Gregoire,  managing  c  senilis 
rector  of  public  bonds  for  Prudential  I: 
surance  Co.  and  its  related  funds.  J 

Funds  that  bet  wrong  paid  dearly.  Tl  p  * 
$2.3  billion  Dean  Witter  High  Yield  fui  liijiiiJ 
had  bet  heavily  on  troubled  issues  su(  : 
as  National  Gypsum  Co.,  which  is  trai  . 
ing  at  depressed  prices.  The  fund  rank«  pem 
66th  out  of  the  70  high-yield  funds  f(  '[l  i^" 
lowed  by  Morningstar  Inc.,  for  the  'r 
months  ended  Aug.  31.  In  that  period,  !.-> 
eked  out  a  1.3%  total  return  because  t  im\ 
\T7c  annual  yield  was  almost  complete  \m 
offset  by  price  declines.  The  Dean  W  iiere( 
ter  fund's  performance  was  complemei  liefi 
ed  by  miserly  total  returns  among  tl  Eisdi 
other  funds.  Despite  average  annu  rJiei 
yields  of  12.7%,  price  declines  eroded  tl  :» 
average  total  return  by  more  than  fi\  tm 
points,  to  7.5%.  Just  last  year,  jur 
funds  averaged  a  total  return  of  12%.  .  is 
In  general,  though,  fund  shar  :tyei 


WHO  HAS 
BEEN  ISSUING 
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3rs  can  be  thankful  that  the  Septem- 
damage  didn't  go  any  deeper  than 
v^erage  2%  hit.  Fearing  a  correction, 
ral  big  funds  had  beefed  up  their 
positions  earlier  in  the  year.  Thus, 
f  managers  had  enough  cash  on 

to  meet  redemption  requests  by 
^holders  without  forced-draft  liqui- 
n  of  large  chunks  of  their  portfo- 
"The  good  news  is  that  the  funds 
t  contribute  to  the  selling  panic," 

Neal  Litvack,  vice-president  for 
:eting  at  Fidelity  Investments  in 
on. 

TO  BUY?  Perhaps  steeled  by  previ- 
•outs  in  the  bond  and  stock  markets, 
-bond-fund  shareholders  appeared 
ively  calm.  The  $1.3  billion  T.  Rowe 
!  fund  suffered  net  cash  outflows  of 
t  $15  million,  says  Charles  Salis- 
,  a  portfolio  manager.  Prudential's 
;oire  says  his  outflow  was  no  more 

$10  m.illion.  And  impressively,  dur- 
»ne  of  the  worst  12-month  periods  in 
iunk  market's  history,  assets  under 
igement  by  the  70  high-yield  funds 
^  by  18%,  to  about  $34  billion.  Salis- 
remains  unabashedly  bullish  on 
:  "This  is  a  great  period  for  some- 
to  buy  in.  I  am  an  investor  now." 
le  same  can't  be  said  for  thrifts, 
h  were  once  active  investors  in  junk, 
r  chief  remaining  role  as  junk-bond 
^rs  is  clearly  a  negative  one:  To  the 
fit  the  value  of  junk  remaining  in 
'  portfolios  decreases,  the  odds  grow 

the  cost  to  the  taxpayers  of  the 
bailout  will  increase.  Under  the 
lut  bill  signed  in  August,  thrifts 

five  years  to  divest  themselves 


..AND  WHO 
HAS  BEEN 
tUYiNG  THEM 


Perhaps  steeled  by  previous 
routs  in  other  markets, 

investors  in  junk-bond  funds 
stayed  relatively  calm 


of  the  $13  billion  worth  of  junk  still  on 
their  books.  Although  the  thrifts  needn't 
rush  to  unload,  others  will  have  to  fill 
their  shoes  as  buyers,  adding  to  down- 
ward pressure  on  prices. 

Jitters  by  banks  may  also  weigh  on 
the  junk  market.  Several  big  players, 
such  as  Citicorp,  Manufacturers  Hano- 
ver, Bankers  Trust,  and  Wells  Fargo, 
actively  finance  leveraged  buyouts  by 
making  short-term  senior  loans.  Those 
loans  can  be  imperiled  if  the  post-buyout 
company  finds  a  chilly  reception  in  the 
junk  market,  which  typically  provides 
long-term  financing.  Citi  and  Bank  of 
America,  for  example,  as  big  lenders  to 
Campeau,  have  been  anxious  for  him  to 
get  his  house  in  order. 

Manny  Hanny  Chairman  John  F. 
McGillicuddy  acknowledges  that  LBO 
lending  will  likely  slow:  "We've  seen  the 
high-water  mark  for  LBO  loans,  at  least 
in  the  near  term,"  he  says.  "There  will 
be  a  shakeout,  especially  if  anybody  gets 


burned."  Still,  he  says  there's  a  healthy 
appetite  for  selected  deals,  pointing  out 
the  UAL  package  led  by  Citicorp  and 
Chase  Manhattan  Corp.  as  a  likely  suc- 
cess. One  reason:  It  has  no  junk. 

McGillicuddy  insists  that  Manny 
Hanny,  with  its  $4  billion  of  LBO  loans, 
will  continue  to  be  an  active  player.  And 
although  the  bank  has  raised  its  loan- 
loss  reserves  against  Third  World  debt, 
he  sees  no  reason  for  a  similar  move  on 
the  domestic  side.  As  far  as  Manny 
Manny's  LBO  portfolio  is  concerned, 
"We've  got  a  couple  of  problems,  but 
they're  small  in  terms  of  our  exposure. 
There's  no  substantial  deterioration." 
UNRUFFLED.  At  least  one  bank,  though, 
appears  to  be  preparing  for  troubles  in 
LBO  lending.  On  Sept.  18,  the  $22  billion 
First  Bank  System  of  Minneapolis  an- 
nounced plans  to  increase  its  bad-debt 
provisions  to  cover  expected  losses  in  its 
portfolio  of  "highly  leveraged  transac- 
tions." One  bank  regulator  predicts  that 
"you'll  see  more"  such  steps. 

These  problems  don't  ruffle  the  grand 
viziers  of  junk,  Drexel  Burnham  Lam- 
bert Inc.  To  Joseph  Bencivenga,  Drexel's 
co-head  of  junk  research,  the  market 
downturn  was  a  temporary  aberration 
prompted  by  Campeau,  recession  fears, 
a  large  new-issue  calendar,  and  the 
looming  divestiture  of  junk  by  thrifts. 
"We're  quick  to  rebound,"  he  says. 

The  recent  unpleasantness  drove 
home  the  point  that  the  junk  market  is 
among  the  most  Darwinian.  "Good-quali- 
ty companies  were  all  right,"  says  Mar- 
iel  Clemensen,  research  manager  at 
Donaldson,  Lufkin  &  Jenrette  Securities 
Corp.  "Others  weren't."  One  winner  is 
RJR  Nabisco  Inc.,  which  rebounded 
strongly  from  the  market  retreat.  De- 
spite carrying  a  huge  debt  load  from  the 
largest  leveraged  buyout  in  history,  its 
robust  cash  flow  mollified  investors 
(page  72).  Undaunted  by  the  market  tur- 
bulence, Ted  Turner  on  Sept.  18  started 
his  road  show  for  a  $700  million  junk 
issue  he's  selling  for  his  rejuvenated 
Turner  Broadcasting  System  Inc.  Less 
known  but  equally  strong  junk  compa- 
nies soon  to  come  to  market  also  are 
confident. 

On  the  other  end  of  the  scale  is  Cam- 
peau and  its  ilk.  Wall  Street  observers 
aren't  sanguine  about  the  $1.6  billion  is- 
sue planned  by  West  Point-Pepperell 
\  Inc.,  the  highly  leveraged  Georgia  ap- 
\  parel  company  taken  over  earlier  this 
year  by  Chicago  raider  William  Farley. 
"This  will  be  a  tough  sell,"  predicts  one 
analyst.  As  players  in  one  of  the  biggest 
profit  centers  on  the  Street,  junk-bond 
pugilists  won't  give  up  without  a  fight. 
But  with  the  corrections,  defaults,  and 
debt  moratoriums  likely  to  come,  it  is  a 
fight  that  may  leave  many  bloodied. 

By  David  Zigas  and  Larry  Light  in  New 
York,  urith  bureau  reports 


BUSINESS  WEEK/OCTOBER  2,  1989  93 


BY  GENE  G.  MARCIAL 

TRANSAMERiCA 
MAKES  A 

TEMPTINS  TARGET 


Surprised  that  nobody  has  made  a 
pass  at  Transamerica  recently? 
Don't  be  fooled.  The  big  insur- 
ance and  finance  company  may  soon 
find  itself  in  play  unless  it  swiftly  un- 
dertakes a  massive  restructuring. 

That's  the  word  from  some  astute 
takeover  investors  who  have  been 
snapping  up  shares.  They're  betting 
that  two  moneyed  groups,  including  an 
international  diversified  insurer,  are  se- 
riously eyeing  Transamerica.  "The  po- 
tential for  restructuring  or  acquisition 
is  quite  strong,  which  makes  Trans- 
america a  ven,'  cheap  stock  right  now," 
says  Mike  Takata,  an  analyst  at  Drexel 
Bumham  Lambert.  He  argues  that  the 
company's  valuable  assets,  low  owner- 
ship of  stock  by  insiders,  and  relatively 
low  share  price  make  it  "extremely  vul- 
nerable" to  a  takeover. 

Buyout  speculation  has  helped  drive 
the  stock  from  33  to  44  since  May.  But 
it's  still  below  its  precrash  high.  Ta- 
kata estimates  a  "conservative"  break- 
up value  of  §5.9  billion,  or  $79  a  share. 

Transamerica's  insurance  business 
includes  life,  propert\'-casualty,  and 
brokerage  services.  On  the  finance 
side,  the  big  profit  generators  are  com- 
mercial and  consumer  lending  and  the 
leasing  operations.  He  feels  that  the 
company's  leadership,  financial 
strength,  and  product  expertise  in  its 
finance  businesses  do  not  get  the  rec- 
ognition from  investors  they  deserve. 
Takata  figures  the  financing  business- 
es alone  are  worth  about  $40  a  share. 
FIRST  TO  GO.  To  boost  the  stock  and 
discourage  raiders,  the  company  is  said 
to  be  ready  to  sell  or  spin  off  some  of 
its  businesses.  The  betting  is  that  the 
property-casualty  operations,  estimated 
to  be  worth  about  $1.3  billion,  about 
$17  a  share,  may  be  the  first  to  go. 
"Propertj'-casualtj'  is  cyclical  and  de- 
tracts from  the  company's  return  on 
equity  and  earnings  growth,"  says  Ta- 
kata. Othsr  possible  candidates  for  di- 
vestiture: the  title-insurance  operation 
and  a  39f<  stiike  in  Sedgwick  Group,  a 
British  insurance  broker. 

Herb  Goodfriend,  an  analyst  at  Pru- 
dential-Bache  Securities,  says  proceeds 
from  the  sale  are  likely  to  go  toward 
buying  back  a  chunk  of  shares  and 
expanding  the  company's  core  Hfe  in- 
surance and  lending  businesses.  Trans- 


TRANSAMERICA 
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america  owns  its  San  Francisco  head- 
quarters— a  p\Tamid-shaped  landmark 
office  tower — plus  the  Transamerica 
Center  in  Los  Angeles.  The  two  proper- 
ties are  estimated  to  be  worth  $435 
million,  or  nearly  $6  a  share.  Trans- 
america declined  to  comment. 


IS  FORD  A 

BLUE-CHIP  BARGAIN? 


With  junk-bond  jitters  putting 
a  damper  on  takeover  fever, 
big  investors  are  having  dif- 
ficult}' finding  a  blue-chip  stalwart  that 
has  yet  to  make  its  move.  But  "you 
don't  have  to  look  far  and  wide  to  find 
one,"  says  investment  manager  Joseph 
Werner.  Ford  Motor,  he  says,  is  the 
one  large,  dependable  company  that  is 
"grossly  undervalued"  and  likely  to 
both  repurchase  a  lot  of  its  own  shares 
and  raise  the  annual  dividend  sometime 
this  year,  from  $3  a  share  to  $3.60. 

Hard  to  believe?  Not  according  to 
Werner,  a  vice-president  at  A.  R. 
Schmeidler,  a  New  York  investment 
firm.  Even  in  a  worst-case  scenario  for 
the  auto  industrv',  he  feels  that  Ford 
will  stay  strong.  One  reason:  The  com- 
pany has  slashed  its  breakeven  produc- 
tion level  to  such  a  low  point  that  even 
if  auto  and  truck  sales  were  to  slump 
10%,  Ford  would  still  make  money. 

Another  bonus  is  Ford's  often-over- 
looked earnings  from  its  financial-ser- 
vice unit,  bolstered  by  the  recent  pur- 
chase of  Associates  First  Capital  from 
Paramount  Communications.  With  that 
buy.  Ford's  financial  unit  alone  should 
contribute  earnings  of  $3  a  share  by 
next  year,  Werner  figures.  With  the 
slowdown  in  the  auto  business,  he  ex- 


pects 1989  earnings  of  $10  a  share, 
1988's  $10.94.  Still,  he  sees  per-shai 
profits  rebounding  to  $12  next  year 

Werner  says  that  once  the  Street  n 
alizes  that  Ford's  "worst"  per- 
eamings  should  be  in  the  $5-to-: 
range  and  that  "normal  earnings"  an 
expected  to  be  at  the  $9-to-$10  leve: 
the  stock  will  jump.  Based  on  prii 
earnings  and  cash-flow  multiples 
he  figures  that  Ford  is  worth  $90 
share.  The  stock  has  bounced  up  am 
down  from  45  to  54  all  year  and  no' 
sells  for  51. 

Werner  counts  as  a  big  plus  Ford'i 
plans  to  purchase  a  stake  in  Jagu; 
(page  54):  "It  strengthens  their  glob; 
approach  to  the  business."  About 
third  of  Ford's  sales  and  profits  al 
ready  come  from  abroad.  All  told,  ti 
Big  Three  auto  maker  is  one  of  the 
"compelling  blue-chip  buys  around." 


THIS  CASINO  CLUB 
IS  ON  A  ROLL 


1 


Some  daring  pros  who  are  lookin  m 
for  a  play  in  the  gaming  industn 
have  turned  their  sights  towan 
little-known  Players  International 
Barely  four  years  in  operation,  Play 
ers'  main  business  is  luring  patrons  ti 
Atlantic  Citj-  and  Las  Vegas  casinos, 
The  heart  of  the  operation  is  thi 
Players  Club,  an  organization  witl 
some  80,000  members  who  pay  an  an 
nual  fee  of  $125  each.  Club  member 
are  mostly  "mid-range  players" — be 
tween  the  day  trippers  who  arrive  b; 
bus  and  the  high-rollers  who  come  il 
limousines.  For  their  fee,  members  rf 
ceive  substantial  discounts  from  hotels 
restaurants,  and  nightclubs. 

Players'  fans  like  the  prospects  fo 
rapid  earnings  growth.  "With  very  lii 
tie  debt  and  a  prudent  management, 
expect  earnings  to  jump  from  7$ 
share  in  the  year  that  ended  on  Mar.  3 
to  15<J  in  fiscal  1990,"  says  Ron  Lazai 
managing  director  at  Lipton  Researcl 
He  sees  revenues  climbing  substantia 
ly,  from  fiscal  1989's  $12  million  to  $1 
million  in  1990. 

Another  encouraging  sign,  notes  Li 
zar,  is  that  membership  renewals  hay 
been  strong  since  the  club  began  wit, 
just  2,000  members  two  years  ago.  li 
zar  has  accumulated  nearly  5%  of  th 
company's  stock,  now  selling  for  2% 
Players  Vice-Chairman  David  Fisl 
man  expects  to  expand  his  other  bus 
nesses,  including  promotion  of  gamin 
tournaments  and  casino  operations  0 
luxury  liners.  Players  currently  run 
casinos  on  three  cruise  ships. 
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If  they  came  back  as  software, 

theyd  be  Lotus  1-2-3, 
iiteelance  Plus,  and  Manuscript 


Tb  quote  the  Three  Musketeers, 
11  for  one  and  one  for  all." 

The  same  guiding  principle  of 
amwork  is  evident  in  now  well 
)tus*  1-2-3*  works  with  the  new 
3tus  Freelance*  Plus  3.0  and 
3tus  Manuscript*  2.1. 

When  you  need  to  prepare  out- 
anding  business  presentations, 
le  award 
inning 
reelance 
[us  is  ®H 
le  best     llOOTertectFit"  Rebate 


asiness 


For  1-2-3 Release  3  and  2-2  users  who 
buy  Freelance  Plus  or  Manuscript. 


raphics  software  for  you.  While 
otus  Manuscript  is  a  fuil-featured 


word  processor  for  creating  terrific 
looking  reports. 

And  both  programs  are  specifi- 
cally designed  to  give  you  the  best 
and  easiest  way  to  bring  1-2-3  data 
and  charts  into  presentations  and 
reports.  Which  means  you  get  top 
performing  products  with  power- 
ful links  to  1-2-3. 

No  wonder  Freelance  Plus  and 
Manuscript  are  called  the"Perfect  Fit' ' 
with  1-2-3. 

If  you're  a  1-2-3  Release  3  or 
2.2  customer  (including  upgrades), 
Lotus  will  send  you  a  $100  rebate 
for  purchasing  Freelance  Plus  or 
Manuscript  between  June  15  and 


December  31 ,1989.  Look  inside  your 
1-2-3  package  for  a'Terfect  Fif'Rebate 
Certificate  and  offer  details.* 

1-2-3  and  Freelance  Plus  or  1-2-3 
and  Manuscript.  Put  one  of  the  strong- 
est teams  in  history  to  work  for  you. 


Lotus  Freelance  Plus 
Lotus  Manuscript 


or  more  information  about  the  "Perfect  Fit"  ^iromotion  and  Freelance  Plus,  Manuscript  and  the  new  1-2-3,  call  1-800-343  5414  Only  one  Freelance  PlusorManuscript  rebate  per  person  (You  may  receive  a  $200  rebate 
you  purchase  both  Freelance  Plus  and  ManuLcript  and  send  in  both  Proofof  Purchase  Coupons  and  sales  receipts  )  To  qualify,  you  must  purchase  the  full  retail  version  of  Lotus  Freelance  Plus  3  0(or  3  01 )  or  Manuscript 
2-1  from  a  Lotus  Authorized  Reselleror  through  the  Lotus  Selects  catalog  between  June  15  and  December  31.  1989  Rebate  Certificate  must  be  postmarked  by  December  31,  1989  Lotus  Freelance  Plus  and  Manuscript 
Upgrade  product  purchases  are  not  eligible  ©  1989  Lotus  Development  Corporation.  Lotus,  1-2-3.  Freelance,  and  Manuscript  are  registered  trademarks  of  Lotus  Development  Corporation 


is  the  realization 
of  Utopias." 


Oscar  Wilde 


Making  dreams  come  true  is  both  a  poetic 
and  an  accurate  definition  of  progress. 
Consider  man's  ancient  dream  of  "auto- 
motion,"  fulfilled  at  last  by  the  automobile 
a  century  ago. 

And   mankind's  dreams  have  also  gone 
farther  refusing  to  remain  earthbound.  They 
have  enabled  him  to  soar  like  a  bird,  to 
explore  distant  planets. 
And  today,  science  continues  to  uncover 


Daimler  Benz  AG,  Mercedesstrasse  136,  D-7000  Stuttgart  60.  Federal  Republic  of  Germany 


new  mysteries  and  realize  ever  bolder 
dreams,  both  on  earth  and  beyond.  Through 
the  merged  resources  of  our  Mercedes-Benz, 
AEG,  and  Deutsche  Aerospace  corporate 
units,  functioning  within  the  newly  formed 
Daimler-Benz  Group,  we  are  gainmg  a  whole 
new  spectrum  of  opportunities  for  progress. 
We  will  continue  to  build  the  best  auto- 
mobiles in  the  world,  and  constantly 
improve  their  safety  and  environmental 
compatibility.  Utilizing  shared  knowledge 
and  experience  from  all  the  Daimler-Benz 
corporate  units,  we  will  create  new  concepts 
in  aviation,  aerospace  and  the  communi- 
cations sciences. 

With  our  new  business  structure  and  ap- 
proach, we  will  turn  dreams  into  growth 
opportunities. 

DaimlerBenz 
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THE  SOFTWARE  MARKET  IS 
DOWNRIGHT  MUSHY 


The  slowdown  no  one  foresaw  is  here.  Is  there  a  remedy? 


igsto 


There  have  been  hints  of  trouble  for 
a  year:  distributors  complaining  of 
crammed  warehouses,  developers 
posting  disappointing  earnings,  and  in- 
vestors stuck  with  plummeting  software 
stocks.  But  only  last  month  did  the  soft- 
ware industry  get  wind  of  exactly  how 
soft  things  are.  A  trade  group  released 
figures  showing  that  U.  S.  PC  software 
sales  grew  9%  in  the  second 
quarter — 41  points  lower  than  a 
year  ago.  "I  was  shocked,"  says 
John  P.  Imlay,  the  chairman  of 
software  maker  Management 
Science  America  Inc.  "I  don't 
know  what's  happening." 

What's  happening  is  that  the 
$9  billion  PC  software  industry 
has  moved  into  a  slowdown  it 
didn't  expect,  and  software 
makers  are  worried.  For  in- 
stance. International  Data  Corp. 
expects  a  15.2%  increase  in  1989 
dollar  sales  of  the  software, 
eight  points  below  1988's. 

Demand  seems  particularly 
weak  among  corporate  buyers 
who  own  IBM-compatible  PCs. 
Software  makers  had  expected 
these  customers,  who  buy  65% 
of  all  PC  programs,  to  help  push 
up  dollar  sales  by  40%  a  year 
through  the  early  1990s.  As 
they  bought  more  powerful  ma- 
chines, the  theory  went,  they 
would  buy  new  software,  too. 
But  too  little  of  either  is  happening. 
FEW  BITES.  For  one  thing,  PC  sales  aren't 
spectacular.  They'll  be  up  just  10%-  in 
units  for  the  year  ending  next  July,  pre- 
dicts Microsoft  Corp.,  down  from  25% 
growth  in  recent  years.  Another  problem 
is  a  slow  start  for  OS/2,  a  new  operating 
system  developed  by  IBM  and  Microsoft 
that  governs  the  basic  functions  of  IBM- 
compatible  PCS. 

Software  companies  scurried  to  adapt 
their  programs  to  OS/2,  which  was  an- 
nounced in  April,  1987,  and  delivered  8 
months  later.  Anticipating  those  and  oth- 
er advanced  new  programs,  big  custom- 
ers stopped  buying  old  ones.  That  hurt 
PC  software  sales,  which  rose  23.2%  in 
1988,  a  7-point  decline  from  the  year  be- 
fore. And  then  came  the  second  blow:  It 


took  far  longer  than  anticipated  for 
most  software  companies  to  adapt  their 
products  to  OS/2. 

Now  that  the  first  of  these  are  out, 
their  sales  are  disappointing,  too.  Lotus' 
newest  version  of  its  1-2-3  spreadsheet, 
called  Release  3.0,  finally  began  shipping 
in  June,  after  a  delay  of  about  12 
months.  But  analysts  say  its  reception 
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has  been  weak  so  far.  That's  because  it 
and  other  OS/2  programs  require  big 
investments.  The  software  itself  is  ex- 
pensive— the  new  1-2-3  is  priced  at 
$595 — and  employees  have  to  be  re- 
trained to  use  it.  And  since  OS/2  won't 
run  on  older  PCs,  many  customers  have 
to  buy  new  hardware,  too.  "It's  a  sub- 
stantial cost,"  says  G.  Jeffrey  Knepper, 
director  of  advanced  technology-tax  at 
Touche  Ross  &  Co.,  who  is  still  consider- 
ing the  new  1-2-3.  "We  haven't  decided 
what  we're  going  to  do  yet." 

Software  makers  have  tried  to  spur 
sales.  They  cut  prices  on  some  of  their 
older  packages.  And,  they've  updated 
these  so  they'll  do  more  work  on  less- 
powerful  PCs.  Lotus,  for  instance,  came 
up  with  Release  2.2  of  1-2-3.  Ashton-Tate 


is  writing  a  simpler  version  of  dBase  Mof:^, 
its  new  data-base  program.  Other  devl 
opers  are  working  with  Microsoft's  Wr 
dows  development  program — a  fol 
year-old  graphical  interface  that  giv] 
PCs  the  look  of  an  Apple  Macintosh. 

The  lov/-end  software  might  have  ki 
overall  sales  growing  briskly — if  the| 
programs  had  been  announced  bef( 
the  advanced  versions.  Tb 
weren't,  and  all  the  half-s 
forward  and  back  have  creat] 
"gigantic  confusion  among  ci 
tomers,"  concedes  Stephen 
Crummey,  a  Lotus  Developmi 
Corp.  senior  vice-president 
adds  that  the  confusion  "be 
be  cleared  u\>  soon,  or  custoij 
ers  will  stop  buying  altogetheirs- 
STRONG  POINTS.  The  slowdovi*. 
is  concentrated  at  the  bi|; 
gest  produce)  s.  No.  1  MicrosCj., 
makes  OS/2.  Sales  in  the  $■ 
million  spreadsheet  market 
grow  only  10%  this  year,  than! 
mostly  to  the  delays  in  Lotij 
new  1-2-3.  Unit  sales  of  dai 
base  programs,  used  essentii 
to  keep  big  lists,  are  expected 
decline  by  20%,  owing  partly 
quality  problems  with  Ash 
Tate's  new  dBase  IV. 

Meanwhile,  other  prograrl 
are  still  selling  well — most 
those  that  make  better  use 
existing  hardware  and  softwai 
Sales  of  utility  programs,  which  let  P 
use  memory  more  efficiently,  will  ri 
30%  to  40%  this  year.  "It's  the  mo 
exciting  area  of  the  software  business! 
says  Robert  S.  Leff,  co-chairman  of  d 
tributor  Softsel  Computer  Products  Iri 
Software  that  ties  PCs  to  networks 
hot.  So  is  graphics  software,  whose  sal, 
grew  36%'  in  this  year's  second  quartc 
Word  processing  software  rose  29% 
the  quarter,  since  these  programs  al 
perform  well  on  networks.  And  sales 
Macintosh  software — immune  to  tl 
technological   turmoil    in    the  ib: 
compatible  market — rose  23%  in  tl 
quarter. 

One  other  bright  spot  is  overse 
sales.  "There  is  a  gold  rush  on  in  E; 
rope,"  says  Kenneth  A.  Wasch,  exec 
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director  of  the  Software  Publishers 
1.  That's  because  European  buyers 
behind  the  U.  S.  when  it  comes  to 
ing  up  on  PCs.  And  they  need  to 
h  up  by  1992,  when  free  trade  will 
ime  the  norm  in  Europe. 
11  of  this  will  keep  software  sales 
ving.  That  means  profits  of  most 
ware  companies  should  remain 
thy,  though  not  spectacular.  Micro- 
,  for  instance,  says  it  is  comfortable 

analysts'  estimates  of  25%  revenue 
vth  this  year,  though  that's  down 
1  last  year's  36%.  Analysts  expect 
lings  to  be  up  22%-,  vs.  last  year's 

of  38%.  "This  industry  is  out  of  its 


diapers,  but  it  has  quite  a  way  to  go 
before  it  can  be  considered  mature,"  de- 
clares Jon  A.  Shirley,  Microsoft's 
president. 

Still,  huge  double-digit  gains  are  get- 
ting harder  to  come  by.  Few  major  soft- 
ware releases  are  expected  in  the  next 
12  months.  Instead,  developers  say 
they'll  try  to  sell  products  that  are  al- 
ready on  the  shelves.  And  they'll  hope 
for  a  sales  surge  in  1991  or  so.  That, 
analysts  say  now,  is  when  OS/2  may 
finally  catch  on. 

By  Deidre  A.  Depke  in  New  York  and 
Patrick  E.  Cole  in  Los  Angeles,  vnth  Rich- 
ard Brandt  in  San  Francisco. 


WARE  I 


PERFECTLY  GOOD  WORD 
»R  WORDPERFECT:  GUTSY 


;aps  into  the  brave  new  world  of  graphics 


tuyers  of  WordPerfect 
Corp.'s  word  process- 
ing programs  can  be 
tical  about  the  company's 
ivare.  Last  spring,  some 
)  WordPerfect  fans  paid 
each  for  a  three-day  sem- 
in  Orem,  Utah.  They 
d  the  Osmond  Brothers, 
1  neighbors  and  WordPer- 
customers  whom  the 
pany  had  hired  for  a  rare 
;ate  performance.  They 
eged  WordPerfect  pro- 
nmers  to  autograph  soft- 
3  disks.  And  they  jock- 
1  to  sit  next  to  company 
iders  Alan  C.  Ashton  and 
;e  W.  Bastian. 
ich  enthusiasm  has  vault- 
A'^ordPerfect  to  the  No.  3 
;  in  personal  computer 
ware.  Its  second-quarter 
nues  of  $67  million  topped 
>e  of  troubled  Ashton- 
!,  which  for  three  years 
held  third  position  behind 
rosoft  Corp.  and  Lotus 
elopment  Corp.  In  the 
;  18  months,  moreover, 
dPerfect's  share  of  the 
1  processing  market  has 

vn  from  35%  to  nearly  

The  privately-held  company's  reve- 
;  have  doubled  every  year  since 
I,  its  first  full  year  in  operation.  This 
■  it  expects  sales  of  $275  million,  a 
jump  from  1988's  $178  million.  And 
•retax  profit,  at  $39.2  million  in  1988, 
q)ected  to  climb  to  $82.5  million.  On 
of  that,  WordPerfect  has  no  debt, 


ALAN  ASHTON  AND  7  OF  THE  1 1  MOUTHS  HE  HAS  TO  FEED 


not  so  much  as  an  auto  loan.  It  even 
owns  the  seven  new  buildings  in  its  65- 
acre  office  park  in  Orem. 

But  doing  great  apparently  isn't  good 
enough.  On  Sept.  25,  WordPerfect  will 
launch  a  $495  product  called  DrawPer- 
fect,  its  first  entry  into  the  market  for 
software  used  to  create  charts  and 


graphs.  The  goal  is  diversification  from 
word  processing  products,  which  now  ac- 
count for  85%  of  sales.  It  sounds  like  a 
good  idea,  but  it  has  some  experts  see- 
ing red  flags.  "Very  few  companies  have 
managed  to  break  out  of  a  single  core 
product  and  start  a  second,  very  strong 
area,"  says  Jeffrey  Tarter,  publisher  of 
Softletter. 

WordPerfect  executives  aren't  intimi- 
dated: They  say  DrawPerfect  will 
emerge  as  the  leader  in  its  $100  million 
market,  a  spot  that's  shared  now  by  Lo- 
tus' Freelance  and  Software  Publishing 
Corp.'s  Harvard  Graphics.  "There's  no 
huge,  predefined  leader  now,"  asserts 
Bastian.  Since  graphics  and  word  pro- 
cessing sales  often  go  together,  "we 
could  dominate  graphics,"  adds  Ashton. 
IMPERFECT  THESAURUS.  There's  always  a 
risk,  industry-watchers  say,  that  Word- 
Perfect's efforts  to  grab  that  ring  will 
divert  its  attention  from  its  core  busi- 
ness. That  could  be  costly,  since  Micro- 
soft, which  holds  187'  of  the  PC  word 
processing  market  with  its  Word  pack- 
age, is  on  the  attack.  Microsoft  claims 
that  its  market  share  has  doubled  since 
it  began  shipping  Word  5.0  in  May. 

Still,  those  gains  apparently  aren't 
coming  at  WordPerfect's  expense.  "In 
no  market  in  the  world  are  they  taking 
share  from  us,"  says  Bastian,  and  ana- 
lysts agree.  Moreover,  WordPerfect  has 
learned  from  experience  what  the  cost 
of  hesitating  can  be.  It  was  late  with  its 
word  processing  program  for  Apple 
Computer  Inc.'s  Macintosh.  As  a  result, 
Microsoft  grabbed  857  of  that  market. 
WordPerfect's  j)rogram,  shipped  in  1988, 
has  just  37.  "We  were  sitting  back  and 
watching,"  concedes  Ashton. 

That,  analysts  say,  was  a  rare  mis- 
take. The  other  they  recall  occurred 
in  1985,  when  WordPerfect  raised  the 
ire  of  feminists  with 
a  thesaurus  that  list- 
ed handmaiden  as 
synonymous  with 
women  and  linked 
breadwinner  with 
men.  For  the  most 
part,  the  company 
has  had  impressive 
success  with  word 
processing  custom- 
ers, given  the  fickle- 
ness of  buyers  who 
tend  to  defect  quick- 
ly when  a  better  product  comes  along. 

The  main  reason  is  that  WordPerfect, 
as  the  product  itself  is  also  called,  is 
easy  to  use  and  does  well  in  combining 
text  and  graphics.  Customers  also  like 
the  company's  toll-free  support,  on 
which  it  spends  $12  million  a  year.  Some 
475  operators  field  up  to  12,000  calls  a 
day  from  the  program's  3  million  own- 
ers, many  trying  to  solve  simple  prob- 
lems they  don't  feel  like  looking  up  in  a 
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HOW  FUJITSU 
HELPS  NEIL  CONOVER 
FORGET  IT  ALL. 

Neil  Conover  is  the  general  manager 
of  Tavernier  Creek  Marina,  the  largest  full- 
service  marina  on  the  Florida  Keys— with 
millions  of  dollars  in  revenues,  hundreds 
of  boats  in  storage,  repair  shops,  a  ship's 
store  and  a  dozen  other  profit  centers 
scattered  across  a  dozen  acres.  An  ac- 
countant from  the  Wharton  School  of 
Business  with  30  years  of  experience  in 
the  recreational  and  marine  fields,  he  is 
known  throughout  the  industry  for  his 
creativity,  productivity,  and  leadership. 
He's  a  man  who  knows  how  to  work. 

KNOWS  WHEN  TO  STOP 

He's  also  a  man  who  knows  when  to 
stop  and  just  forget  it  all.  And  he  can  do 
that  regularly  now,  because  of  his  new 
computer  system.  It's  a  Fujitsu  system,  out- 
fitted with  an  ingenious  software  package 
called  DockMaster™.  DockMaster,  which 
is  one  of  the  best  selling  marina  manage- 
ment packages  in  America,  does  virtually 
everything  for  him,  from  tracking  inventory 
and  sales,  to  processing  repair  orders, 
managing  storage  facilities  and  handling 
all  billing  and  accounting.  "Thanks  to 
DockMaster,"  he  says,  "every  morning  I 
know  what  happened  yesterday.  It's  a 
manager's  dream." 

CHOSE  FUJITSU 

The  designers  of  DockMaster  speci- 
fied a  Fujitsu  computer  for  the  installation 
because  Tavernier  Creek  is  on  a  remote 

FuffTSU 

The  global  computer  &^  communications  company. 


Florida  key,  hours  outside  of  Miami.  In 
such  a  location  reliability  is  critical.  "There 
are  almost  30  hardware  vendors  for  a  sys- 
tem like  ours,"  says  DockMaster  Software 
Systems  president  Buddy  Peacock,  "but 
none  can  match  the  reliability  of  Fujitsu. 
None  can  match  Fujitsu's  price-perfor- 
mance either  In  our  experience,  Fujitsu  is 
simply  the  best."  That  is  an  opinion  shared 
by  customers  in  over  100  countries;  Fujitsu 
IS  one  of  the  world's  top  computer  manu- 
facturers and  one  of  the  world's  top  tele- 
communications manufacturers,  too.  It's 
a  name  to  remember  when  you  want  to 
forget  it  all. 


Neil  Conover  (right)  meets  with  Buddy  Peacock 
(left)  of  DockMaster  Software  Systems  and  Phillip 
Smith  of  Fujitsu  f\/licrosystems  of  America.  Together 
Fujitsu  and  Dockt^aster  provided  Neil  a  uniquely 
powerful  Pick®-based  hardware-software  package 
to  streamline  operations  at  Tavernier  Creek  Manna. 
For  information  call  Fujitsu  Microsystems  at 
1-800-874-9927 

Pick  IS  a  registered  trademark  of  PICK  Systems.  Inc . 
DockMaster  is  a  trademark  ot  Software  Support  Team,  Inc. 


Prosper 
in  the 
fast  lane. 


To  grow  in  U.S.  auto  markets  you  have  to  target  the  right 
niches,  find  cost  advantages,  and  adopt  a  global  approach  to 
sourcing  and  sales. 

That's  why  youll  want  to  attend  our  full-day  briefing  on: 

"Prospering  in  the  Fast  Lane" 
October  10, 1989 

Hyatt  Regency  ■  Dearborn,  Michigan 

You'll  hear. 

■  Bernard  Campbell,  Director,  DRI/ McGraw-Hill's  Automotive  Group 

■  David  Davis,  founder  and  publisher  of  Automobile  Magazine 

■  Ann  Knight,  Automotive  Analyst  at  Paine  Webber 

■  David  Chang,  Vice  President,  Atmospheric  and  Environmental 
Research,  Inc. 

Highlights  will  include: 

■  The  1990  models  ■  The  luxury  segment 

■  Global  warming  impacts 

Co-sponsored  by  DRI/ McGraw-Hill,  the  leading  provider  of  auto- 
motive industry  information  and  forecasts,  and  Business  Week. 

DRi/McGraw-Hill  BusinessWeek 

To  register,  call  1-800-541-9914  or  complete  the  form  below. 
I__  1 

^  Yes,  I  warn  to  attend  the  DRI  Business  Week  briefing  on  Prospering  in  the  Fast 
liine.  Oct  10,  1989,  at  the  Hyatt  Regency,  Dearborn,  Ml 
!  have  enclosed  a  check  for  $225  per  registrant  ($275  after  Oct.  2)  for  a  total  of 
  registrants  and  $  

Send  mc  information  on  DRI's  Automotive  and  Transportation  Services. 
Name  .  


Title  .  C  ompany - 

Address  


City  State  Zip_ 

Telephone   


Mail  to:  F  Orfino,  DRI/McGraw-Hill,  24  Hartwell  Ave  .  Uxington,  MA  02173 
I  I 
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VNNESMANN 


My  name  is 

Larry.  ^ 

Vly  company's 

,  /  name  is 
Mannesmann. 


inesmann  is  a  company  operating  worldwide 
1 122,000  employees  and  total  external 
s  of  $11.6  billion. 

le  United  States  we  offer  a  comprehensive 
jram  for  mechanical  and  plant 
ineering,  for  example  material  handling 
'  systems  and  complete  steel-making 
lities.  We  are  a  leading  company  in 
tronic  controls  and  computer-interfaced 
trol  systems  for  hydraulic  and  electric 
es.  And  nobody  offers  a  wider  range 
omputerized  printers  than  Mannesmann. 
t  but  not  least,  we  have  developed 
world's  highest  performance  premium 
ng  connection  for  severe  oil  and  gas  well 
lications  -"HPC". 


In  the  U.S.A.,  Mannesmann 
companies  are  leading  suppliers 
of  technology,  products  and 
services,  dedicated  to  research 
and  development,  manufacturing 
and  marketing  throughout  the 
country.  No  matter  where  the 
customer  -  in  Pennsylvania, 
Texas  or  California  - 
Mannesmann  has  solid 
engineering  background 
to  serve  the  client's  needs  with 
integrated  industrial 
know-how. 

mannesmann  technology 


Lawrence  W.  Uel.onK 
Vice  President 
and  General  Manager 
Mannesmann  Demag  Corporation 
Material  Handling  Systems  I)iv. 

Cirand  Rapids,  MI. 


!e  full-color  brochure 

lesmann  in  the  U.S.A." 

dOO-356-9235 

e  the  New  York  area. 

>  York  dial 

926-0040. 


jsmann  Capital  Corporation.  460  Park  Avenue,  24th  Floor.  New  York,  NY  10022.  Phone  (2i2)-826-0040  Mannesmann  Demag  Corporation,  Soion  OH  Grand  Rapids  Ml.  Bensenville  IL.  Parsippany  Nj,  Pittsburgh  PA 

jschman  Company.  Cincmnali,  OH  The  Rexroth  Corporation,  Bethlehem  PA.  Woosler  OH.  Pneumatics  Division,  Lejiingtun  KY  Indramat  Division.  Wood  Dale  IL  Fichtel  &  Sachs  Industries,  Inc.,  Colmar  PA 

pring  Company,  Colmar  PA  Sachs  Automotive  Products  Company,  Westlake  OH  Sachs-Huret  Inc.,  Deer  Park  NY  Sachs  Dolmar  Division,  Shreveport  LA  KTI  Kinetics  Technology  International  Corporation.  Monrovia  CA 

>plied  Automation  Inc..  Bartlesville  OK  Mannesmann  Tally  Corporation,  Kent  WA  Argo  Instruments.  Inc..  Winchester  VA  Mannesmann  Pipe&  Steel  Corporation.  Houslon  TX  Mannesmann  Oilfield  Tubulars  Corporation.  Houston  TX 
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What  made  a  company  great  40  years  ago 
would  Idll  it  today. 

Forty  years  ago,  mass  production  was  the  answer.  ftp 

There  were  mistakes  made,  of  course,  but  they  could  always  be  corrected  in  the  ne 
run.  Do  things  that  way  today  and  the  competition  will  kill  you. 

Today  the  leader  listens  to  customers'  needs  and  can  make  changes  easily  and 
quickly  by  integrating  the  manuf  acturing  process  with  design. 

With  Computer  Integrated  Manufacturing  (CIM)  from  IBM,  a  product  can  be 
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ity  proven  and  changed  before  it  s  released  to  the  shop  floor. 
Marketing,  Engineering,  Production,  and  Finance  work  together.  Time  is  saved, 
nency  is  improved.  Returns  are  minimized.  Customers  are  happy  and  profits  go  up. 
Nobody  is  better  at  CIM  than  IBM.  No  one  has  the  hardware,  software,  support 
experience.  Call  1-800-IBM-2468,  ext  45.  Because  to  be  a  great  company 
)rrow  you  need  the  best  help  you  can  get  today.  ==~^^® 
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Caterpillar  Inc. ,  whose  equipment  shapes  the  world,  relies  on  Wausau^  flexibility  to  help  shape  their  business  i  k 

'"^''/U  soSIIiations,  this  Peoria-based  company  has  full  workers  compensation  insurance  fromWausau.  At  othei 
they  self  insureandbuyWausauservices.  Like  expert  claims  handling.  Overall,  Caterpillar  has  excess  coverage  from  i(( 

to  protect  their  entire  workers  comp  program.  „„^o«r,n/, 
It'sarelaiionship  that'sevolved  over  40year^,  demonstrating  Wausau'swillmgnesstoteilorcoveragesandservic 

to  meet  Caterpillar's  changing  needs.  Because,  at  Wausau,  our  goal  is  helpmg 
policyholders  achieve  their  goals. 

If  your  company  has  special  needs  -  or  some  things  you  don't  need  - 
Wausau  is  willing  to  work  with  you  to  help  shape  your  individual  program. 


Wausau  Insurance  Companies, 
102  D 


2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Tfelephone  (715)  845-5211  A  Member  of  the  Nationwide®  Grm 
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)  BY  GEOFF  LEWIS 


I  HARVEST  TIME 

I  APPLE'S  NEW  PORTABLE 


,aybe  because  near- 
lly  every  detail  of 
its  new  Macintosh  Porta- 
ble computer  had  leaked 
out,  Apple  Computer 
Inc.  concentrated  on 
making  the  debut  a  big 
event.  Plans  called  for 
5,000  Mac  fans  at  Uni- 
versal Amphitheater  in 
Hollyw^ood  to  witness 
the  unveiling  of  the  por- 
table and  a  new  Mac  II 
on  Sept.  20.  East  Coast 
analysts  and  press  were 
!d  to  New  York's  Palladium  disco  to  watch  via  satellite, 
e  long-awaited  portable  has  a  bulky  clamshell  design  and 
hs  about  16  pounds.  To  get  a  crisp  image  like  a  desktop 
it  uses  "active  matrix"  technology — a  form  of  liquid- 
al  display  with  a  transistor  at  each  of  256,000  dots  on  the 
n.  Its  weight  and  attache-case  size  would  seem  to  make  it 
top  only  for  the  largest  laps,  but  Apple  says  it  will  work  6 
hours  on  batteries.  The  basic  version  is  about  $6,000,  and 
vith  a  40-megabyte  hard  disk  is  $6,500.  Analysts  say  that 
year  sales  could  reach  125,000  units. 


ESE  MAPS  GUIDE  THE  WAY 
POTENTIAL  AIDS  VICTIMS 


the  battle  against  aids,  every  advance  is  welcome,  espe- 
lly  in  San  Francisco,  where  many  high-risk  individuals 
The  Youth  Environment  Study,  a  Bay  Area  outreach 
ram  funded  by  the  National  Institute  on  Drug  Abuse, 
ibutes  bleach  for  disinfecting  needles  to  intravenous-drug 
i  and  gives  out  condoms,  medical  referrals,  and  AIDS- 
jntion  information. 

»w,  to  better  focus  its  efforts,  the  Youth  Environment 
y  has  begun  using  a  computerized-mapping  system  to 
)int  the  neighborhoods  most  in  need  of  assistance.  The 
le  it  serves  are  asked  to  fill  out  questionnaires  on  their 
drug  preferences,  sex  habits,  medical  history,  and  favor- 
angouts.  Then  the  information  is  fed  into  a  PC  data  base. 
50  package  for  IBM  PCs  sold  by  Maplnfo  of  Troy,  N.  Y., 
rzes  these  statistics  and  plots  them  on  a  local  street  grid, 
quickly  tells  the  organization  where  to  send  its  work- 
-for  example,  to  street  corners  where  there  is  heavy  drug 
ic  or  prostitution. 


E  COUCH  POTATOES  THE  AHSWER 
KAYPRO'S  PROBLEMS? 


r  makers  of  personal  computers,  one  key  to  success  is 
:ood  distribution.  But  with  major  computer  retailers  such 
le  Businessland  Inc.  and  ComputerLand  Corp.  chains  con- 
rating  increasingly  on  selling  leading  brands  such  as  IBM, 
e,  and  Compaq,  it's  harder  than  ever  for  smaller  players 
icceed.  Kaypro  Corp.,  for  example,  has  been  relegated  to 
1,  independent  dealers  for  years.  In  fact,  last  year  Kaypro 
some  units  door-to-door  in  selected  neighborhoods.  "The 


company's  results  show  the  effects:  Kaypro  lost  $11.5  million 
last  year,  and  its  sales  this  year  are  expected  to  be  about  $25 
million — about  one-fourth  what  they  were  two  years  ago. 

Now,  the  company  is  cutting  costs  and  exploring  new  distri- 
bution channels.  Its  latest  brainstorm:  cable  television.  This 
month.  Cable  Value  Network,  based  in  Minneapolis,  ordered 
8,000  Kaypro  MC-10  desktop  computers  to  sell  on  its  home- 
shopping  channel.  Kaypro  officials  say  that  will  add  about  $3.6 
million  to  its  revenues  this  quarter — nearly  as  much  as  the 
company's  $3.8  million  in  revenues  for  the  entire  quarter  end- 
ed May  30.  Still,  analysts  say,  the  CVN  deal  will  do  little  to 
boost  Kaypro's  PC  market  share,  which  is  below  17". 


THIS  LONER  IS  LEAVING 
THE  'GAHG  OF  NINE'  BEHIND 


A year  ago,  Compaq  Computer  Corp.  and  eight  other  PC 
makers  trumpeted  plans  to  build  computers  using  a  de- 
sign called  Extended  Industry  Standard  Architecture.  EISA 
was  a  response  to  IBM's  Micro  Channel  architecture,  which 
defines  how  internal  components  of  a  PC  should  communicate. 
Now,  the  "Gang  of  Nine"  seems  to  be  stuck  in  the  starting 
blocks.  And  Advanced  Logic  Research  Inc.  has  sprinted  past 
them  with  the  first  EISA-based  machine,  the  PowerCache  4e, 
due  to  ship  in  October  with  a  list  price  of  $12,995. 

This  marks  the  second  time  this  year  the  Irvine  (Calif.) 
company  has  gotten  out  ahead  of  the  competition,  including 
Compaq.  In  July,  it  was  the  first  to  bring  out  a  PC  based  on 
Intel  Corp.'s  ultrafast  i486  microprocessor.  IBM  already  had 
come  out  with  an  i486  offering,  but  only  as  an  upgrade  option 
for  the  existing  PS/2  model  70.  Advanced  Logic  is  doing  well, 
too,  with  its  other  speedy  machines:  Its  total  sales  have  dou- 
bled in  the  past  year  to  almost  $100  million.  But  it  will  soon 
face  some  stiff  competition  as  other  EISA  computers  debut 
over  the  next  few  months. 


A  COMPUTER  MAG  THAT'S 
CUSTOM-BUILT  FOR  EACH  READER 


Dozens  of  magazines 
and  newspapers 
cover  the  computer  busi- 
ness, and  it's  hard  for  in- 
dustry analysts  and  ex- 
ecutives to  quickly  find 
information  they  need 
without  being  over- 
whelmed by  other  mate- 
rial. Specialized  newslet- 
ters can  help,  but 
Pinpoint  Information 
Corp.  in  Chantilly,  Va., 
aims  to  do  better. 

Pinpoint's  newsletter. 
Computer  Focus,  is  customized  for  each  reader.  Subscribers 
are  interviewed  to  determine  their  interests,  such  as  corporate 
news  or  new  products.  Then  each  business  day,  the  reader 
gets  a  customized,  five-page  newsletter  by  fax.  Pinpoint  ac- 
complishes this  by  employing  some  35  editors  to  produce  ab- 
stracts of  articles  from  more  than  100  regular  publications  and 
press  releases  and  other  announcements.  The  abstracts  are 
indexed  according  to  key  words  and  at  publishing  time  assem- 
bled into  a  customized  newsletter,  which  is  sent  directly  from 
Pinpoint's  computer  to  the  subscriber's  fax  machine.  The  cus- 
tom-tailored newsletter  runs  $1,800  a  year. 
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There  is  a  special  borul  between  professional 
operator  and  machine. 

And  '  vhen  you  combine  the  superior  aero- 
dynamic qualities  of  Peterbilt  trucks,  along 
with  the  quality  of  class  drivers  they  attract,  you 
have  a  pair  of  real  money  makers  that  show  up 
where  it  counts  -  on  your  bottom  line. 

Peterbilts  are  precision  engineered  to  slip 
through  the  wind  like  the  most  advanced  air- 
craft and  are  unmatched  for  their  efficiency  in 
reducing  fuel  costs.  Add  to  this  the  kind  of  class 
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operators  who  drive  them  the  way  they  were 
designed,  and  the  economics  are  clear. 

Find  out  more  about  The  Money  Makers. 
Call  1-800-447-4700  for  the  Peterbilt  dealer 
nearest  you.  And  for  financing,  see  your  PACCAI 
Financial  Representative. 


A  DIVISION  OF 


An  unprecedented  special  advertising  section  in 
Business  Week  and  Aviation  Week.  November  13, 1989. 


B&W  FULL  PAGE: 
4C  FULL  PAGE: 
Closing  Date: 
Issue  Date: 


$39,240 
$56,560 
October  2, 1989 
November  13, 1989 


For  more  information,  please  contact: 

Gregory  Hamilton,  Aviation  Week,  (212)  512-3259 
Mark  Flinn,  Business  Week,  (202)  955-3837 


An  American  first.  "U.S.  Leadership 
in  Space','  a  special  advertising 
section  promoting  American 
excellence  in  aerospace 
development,  is  appearing  in  two  of 
America's  most  respected  and 
influential  business  and  aerospace 
publications:  Business  Week  and 
Aviation  Week  &  Space  Technology. 

Thus  providing  you  the 
unprecedented  opportunity  to  send 
your  advertising  message  to  over 
7  million*  of  America's  most 
influential  business,  government 
and  scientific  leaders.  Be  apart  of 
this  very  special  briefing  on 
America's  space  program  and 
support  U.S.  leadership 
in  science  and  technology 
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THERE  IS  NO  SECOND  PLAOE^ 


In  meeting  the  challenges  of  corporate  Annerica, 
Credit  Suisse  USA  combines  the  essence  of  two  nations,  reliability  and  vision. 

Let  the  best  of  both  worlds  provide  you  with  the  financial  leadership 

to  compete  in  a  global  arena. 


Credit  Suisse  USA  does  more  to  keep  you  /(^^^  at  the  top. 
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3velopments  to  Watc 


D  BY  WILLIAM  D.  MARBACH 


;t  how  toxic  is  that  waste? 
e  'terregator'  will  tell  you 


1 


The  Environmental  Protec- 
tion Agency  has  located 
more  than  10,000  hazardous- 
waste  sites,  but  until  they  be- 
gin digging,  EPA  officials  have 
little  idea  of  what  lies  beneath 
the  ground  in  most  of  these 
sites.  In  fact,  characterizing  a 
hazardous  dump  is  a  very  te- 
dious and  inexact  process,  tak- 
ing at  least  a  year  for  each 
site.  Now,  with  funding  from 
the  EPA,  researchers  at  Carne- 
gie Mellon  University  are  de- 
veloping a  mobile  robot  system 
that  could  more  accurately  and 
ly  locate  and  map  the  buried  waste. 
3  six-wheeled  "terregator,"  about  the  size  of  a  small  golf 
will  rove  around  the  hazardous-waste  site  carrying  an 
of  sensors  and  computers.  It  will  sample  the  soil,  use 
letic  sensors  to  locate  barrels,  and  even  carry  ground- 
rating  radar  that  can  locate  liquids  and  measure  changes 
il  permeability.  The  robot  will  use  positioning  equipment 
merate  an  accurate  map  of  the  region.  According  to 
3gie  Mellon  researchers,  a  prototype  may  be  out  in  the 
in  a  year.  Other  uses  for  the  terregator:  locating  buried 
tions  and  surveying  building  sites. 


EL  DROPS  A  BOMBSHELL 
RISC  TECHHOLOGY 


il  Corp.  has  often  been  chastised  for  being  slow  to  catch 
(  next  wave  in  microprocessors:  RISC,  or  reduced  instruc- 
et  computing.  Many  experts  thought  the  microprocessor 
had  a  RISC  blind  spot  because  of  its  huge  stake  in  conven- 
1  chips.  That's  why  Intel's  mid-September  announcement 
super  RISC  chip  took  everyone  by  surprise, 
e  dream  of  RISC-chip  designers  is  to  execute  one  software 
iction  with  each  tick  of  a  microprocessor's  internal 
— a  feat  they  say  would  blow  today's  chips  out  of  the 
r.  But  while  one  instruction  per  tick  is  still  a  dream  at 
companies,  Intel  has  countered  with  a  chip  that  pumps 
igh  two  instructions  per  tick,  sometimes  even  three, 
sentially,  the  chip  has  three  parallel  circuit  pipelines.  That 
is  three  instructions  per  clock  cycle  might  ultimately  be 
ble.  But  now,  because  two  instructions  sometimes  try 
Itaneously  to  retrieve  the  same  piece  of  data,  one  is  held 
itil  the  other  finishes.  That  reduces  average  processing  to 
66  million  instructions  per  second — a  new  record. 


1  TRANSPLANTS  MAY  WEAN 
LBETICS  AWAY  FROM  THE  NEEDLE 


Ithough  insulin  injections  are  a  lifesaver  for  millions  of 
diabetics,  the  shots  can't  duplicate  the  body's  own  finely 
1  process  for  releasing  insulin  to  control  blood-sugar  lev- 
50  a  long-term  goal  of  diabetes  researchers  has  been  to 
.ce  the  defective  insulin-producing  cells  in  the  body. 
)w,  in  a  promising  experiment,  a  team  of  three  doctors  at 
Jniversity  of  Alberta  in  Edmonton,  Canada,  has  success- 


fully transplanted  healthy  pancreatic  cells  into  two  diabetic 
patients.  The  cells  were  obtained  from  a  brain-dead  donor  and 
implanted  in  the  patients'  livers.  After  six  months,  the  cells 
are  producing  enough  insulin  naturally  to  lower  the  amount 
the  two  patients  must  inject  by  30%'. 

If  the  technique  can  be  perfected,  it  may  reduce  the  threat 
of  complications  such  as  cataracts  and  kidney  failure.  But  the 
doctors  do  not  want  to  raise  false  hopes.  For  one  thing,  there 
aren't  nearly  enough  organ  donors  to  provide  transplants  for 
the  millions  of  diabetics  who  rely  on  injections.  Moreover, 
patients  have  to  take  immunosuppressant  drugs,  which  can 
have  serious  side  effects,  for  the  rest  of  their  lives. 


EXTENDED-WEAR  LENSES:  TOO  MUCH 
WEAR  AND  TEAR  ON  THE  EYES? 


ad  news  for  the  more  than  18  million  Americans  who  wear 
•soft  contact  lenses.  A  study  by  the  Massachusetts  Eye  & 
Ear  Infirmary  and  Harvard  Medical  School  found  that  people 
who  keep  their  lenses  in  overnight  stand  a  greater  chance  of 
contracting  ulcerative  keratitis,  a  serious  inflammation  of  the 
cornea. 

The  risk  is  especially  high  for  wearers  of  extended-wear 
lenses.  In  a  second  study,  doctors  at  the  same  institutions 
found  that  the  incidence  of  this  inflammation  was  more  than 
five  times  as  great  for  those  who  use  extended-wear  contacts 
rather  than  daily-wear  lenses. 

The  research  was  prompted  by  the  rapid  rise  in  cases  of 
ulcerative  keratitis,  once  a  rare  disease.  Contact  lenses  have 
been  implicated  in  more  than  one-third  of  all  cases,  an  increase 
so  dramatic  that  the  editors  of  the  New  England  Journal  of 
Medicine,  where  the  recent  data  were  published,  urged  the 
contact-lens  industry  to  develop  safer  products. 


A  ROBOT  WITH  HUMAN  SENSES 
—INCLUDING  A  SENSE  OF  HUMOR 


l; 


t  almost  seems 
I  this  robot  has  a 
mind  of  its  own. 
The  AT&T  Bell  Lab- 
oratories research- 
ers who  built  the 
machine,  dubbed 
Sam,  gave  it  a  vo- 
cabulary of  127 
words.  It  "under- 
stands" anything 
you  say  using  those 
words — and  can  use 
them  in  its  replies.  That's  no  small  feat:  Some  300  quintillion 
sensible  sentences  can  be  constructed  with  just  those  few 
words.  Sam  also  has  video  "eyes"  and  a  sense  of  touch. 

The  robot  was  built  to  demonstrate  the  emerging  possibili- 
ties in  machine  intelligence  when  high-speed  parallel  comput- 
ing is  used  to  integrate  multiple  sensors  and  artificial  intelli- 
gence. The  scientists  believe  their  system  is  the  first  to 
combine  so  many  human  faculties  in  one  robotic  system.  The 
machine  is  full  of  surprises,  thanks  to  the  use  of  separate 
computers  to  process  the  inputs  from  each  of  its  "senses." 

Put  a  few  objects  within  reach  of  its  arm,  and  you  can  tell 
Sam,  in  a  normal  conversational  voice,  to  move  the  small  cube 
next  to  the  tall  cylinder.  If  you  try  to  fool  the  robot — by 
describing  the  cylinder  as  short  when,  in  fact,  the  cylinder  is 
taller  than  the  other  objects — the  machine  may  quip:  "I  don't 
think  the  cylinder  is  short.  But  I'll  take  your  word  for  it" 
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DESIGN  I 


PSSST!  WAHT  A  SECRET  FOR 
MAKING  SUPERPRODUCTS? 


It's  all  in  'design  for  assembly,'  the  brainchild  of  two  Brits 


1 


t  was  the  biggest  secret  we  had  at 
Ford,"  confides  A.  Sandy  Munro,  a 
former  Ford  Motor  Co.  engineer. 
"Absolutely  nobody  talked  about  it  out- 
side the  company."  Indeed,  in  one  year 
alone  it  trimmed  manufacturing  costs  by 
more  than  $1.2  billion  and  helped  Ford 
edge  out  General  Motors  Corp.  as  De- 
troit's most  profitable  auto  maker. 

"It"  is  a  new  approach  to  product 
development  dubbed  design  for  man- 
ufacturability  and  assembly,  or 
DFMA.  Now,  GM  is  racing  to  make  up 
for  lost  time.  And  dozens  of  other 
manufacturers,  small  as  well  as 
large,  are  discovering  that  IiFM.a.  can 
be  a  potent  weapon  in  developing 
better  products — better  in  that  they 
not  only  cost  less  to  produce  but 
also  can  exhibit  higher  quality  and 
reliability. 

EASY  TO  BUILD.  The  movement  harks 
back  to  the  days  when  automated 
assembly  was  transforming  the  fac- 
tory. Yet  designers  kept  on  fashion- 
ing products  with  disdain  for  how 
their  handiwork  would  be  produced. 
Meanwhile,  the  Japanese  were  grab- 
bing market  share  with  products 
that,  to  American  eyes,  were  simple 
ripoffs.  In  reality,  their  simplicity  be- 
trayed elegant  reengineering  that 
rendered  them  easy  to  manufacture. 
As  a  result,  Japanese  companies 
could  get  products  to  market  sooner, 
make  improvements  faster,  and  offer 
higher  ([uality  at  lower  prices. 

Thai's  when  the  first  glimmerings  of 
design  for  assembly  (DFA)  dawned  on 
Geoi'i,  ;'y  Boothroyd.  A  PhD  manufac- 
turing i'ngineer  who  was  teaching  at 
BriUiin's  liniversity  of  Salford,  Booth- 
royd set,  out  to  develop  a  set  of  guide- 
lines thai  would  point  designers,  from 
the  start,  loward  designs  that  would 
be  easy  l"  '.uild.  He  envisioned  a 
simple  chei  V  ;i-'.t,  that  would  stress 
the  econonii  implications  of  design 
decisions.  Tui  is  crucial  because, 
while  design  i.-.  a  minf)r  factor  in  the 
total  cost  of  a  product,  the  design 
process  fixes  between  7()'X  and  ;)57' 
of  all  costs. 

When  British  industry  turned  a 
deaf  ear  to  Boothroyd's  scheme,  he 


moved  to  the  U.  S.  and  soon  found  a 
more  receptive  audience.  The  National 
Science  Foundation  got  things  rolling  in 
1977  with  a  $400,000  research  grant,  plus 
more  than  double  that  sum  during  the 
1980s.  Companies  began  supporting 
Boothroyd's  research  in  1978,  led  by  AMP 
Inc.  Then  came  Digital  Equipment,  Gen- 
eral Electric,  Westinghouse,  and  Xerox. 


royd  in  1981  at  the  University  of  Massj 
chusetts,  the  two  professors  forn 
Boothroyd  Dewhurst  Inc.  (BDI)  to 
mercialize  the  concept.  Dewhurst,  also 
PhD  immigrant  from  Britain,  is  BDl 
mathematician  and  computer  whiz.  Hej 
chiefly  responsible  for  what  is  now! 
small  library  of  DFMA  software  that  ru| 
on  IBM-type  personal  computers. 

TURNED  THE  TABLES.  Using  DFMA  is  rid 

ulously  inexpensive.  Some  programs 
alyze  the  design  of  molded-plastic  or  i 
chined-metal  parts.  Others  deal 
manually  assembled  products  or  rob(j 
made  assemblies.  And  prices  for  the  pn 
grams  start  at  only  $1,500.  "Noboij 
ever  accused  of  us  of  being  busine;- 
men,"  quips  Boothroyd. 

Users  have  earned  paybacks  that  a 
nothing  short  of  spectacular.  Probab 
the  best-known  example  is  the  Pi 


BOOTHROYD  AND  DEWHURST:  THE  EMIGRES'  IDEAS  FOUND  A  MORE  RECEPTIVE  AUDIENCE  IN  THE  U. 
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IBM  joined  them  in  198o.  Ford  signed  on 
in  1984  and  quickly  became  the  biggest 
sujjporter,  throwing  $660,000  into  re- 
search that  has  since  moved  beyond  just 
assembly  to  include  process  manufactur- 
ing. Ford  also  embraced  the  concept 
with  the  most  fervor  and  has  trained 
roughly  10,000  people  in  DFMA. 
After  Peter  Dewhurst  joined  Booth- 


MAKING  MORE  WITH  LESS 


Results  of  using  'DFA'  to  analyze 

0  gun-sight  coniponent 

BEFORE 

AFTER 

REOUaiON 

ASSEMBLY  TIME  (MINUTES) 

129 

20 

85% 

NUMBER  OF  PARTS 

47 

12 

75 

NUMBER  OF  ASSEMBLY  STEPS 

56 

13 

78 

METAL  FABRICATION  (MINUTES) 

757 

219 

71 

DATA;  TEXAS  INSTRUMENTS  INC. 


printer    line   of   computer  print< 
launched  by  IBM  in  1985.  Before  thi 
IBM  got  its  personal  printers  from 
pan's  Seiko  Epson  Corp.  By  applyi  M, 
UFA  analysis,  IBM  turned  the  tables  Ht^i 
Japan,  slashing  assembly  time  from  1  [{j^q.; 
son's  30  minutes  to  only  3  minutes.  '  ijjjj 
day,  IBM  is  holding  its  own  against  c 
shore  rivals,  cranking  out  nearly  500,(|' 
printers  a  year  at  its  automated  f- 
tory  in  Lexington,  Ky. 

With  BDl's  "toolkit,"  New  Y(t 
Air  Brake  Co.  cut  the  parts  coifc, 
and  cost  by  307f  and  507';  respecti  -^^^^ 
ly,  on  a  new  valve.  Texas  Inst 
ments  Inc.  did  even  better  with 
infrared  sighting  mechanism  thai 
supplies  to  the  Pentagon  (tab 
Most  recently,  NCR  Corp.  stole 
DFA  spotlight  with  a  new  electro 
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ene's  a  sure-fire 
tofindouthowgxxi 


yolu*  filing  systep;i  is. 


The  building  could  be  replaced. 
It  what  about  your  company's  files? 
■  suppose  you're  audited  by  a  major 
ent.  Would  your  Accounts  Receiv- 
le  department  have  immediate 
cess  to  all  the  necessary  files,  or 
3uld  it  take  days  of  sifting  through 
J  files  and  storage  rooms? 

The  problem  is,  and  always  has 
;en,  paper.  Paper  that  when  misfiled 
misplaced  could  spell  disaster.  Paper 
at  when  destroyed,  could  possibly 
;stroy  your  business. 

The  solution  is  a  computerized 
ing  system  from  3M  Information 


Systems  Group. 

3M  provides  systems  that  use 
computer  technology— very  likely 
the  computers  you  already  have  in 
place— to  speed  and  secure  the  stor- 
age and  retrieval  of  documents  with 
evidentiary  value.  Documents  that 
can  be  combined  with  the  data  files 
you  already  generate  on  computer. 

For  many  businesses,  the  storage 
media  may  be  microfilm  or  micro- 
fiche. With  certain  applications,  a 
digital  document  management  sys- 
tem integrated  with  a  mainframe 
database  may  be  most  appropriate. 


Either  way,  the  system  you 
choose  will  work  with  the  technology 
3M  is  developing  for  the  future.  We've 
already  assembled  packages  to  help 
those  in  the  areas  or  Accounts  Payable, 
Engineering,  Manufacturing,  Financial 
Records,  Hospital  Records  and  more. 

For  more  information  on  how 
to  protect  your  company  against  both 
natural  and  unnatural  disasters,  call 
3M  Information  Systems  at 
1-800-328-1684. 

But  call  soon.  Because  like  your 
records,  even  the  best  of  intentions 
can  go  up  in  smoke. 


I,3M 


3M 


infoni 
computerizf3i 


The  IBM  AS/400  midrange 
Gomputer.  It  brings  your 
PCs  together  to  bring  your 
Jwhole  eompair^  togetner. 


P(  arc  great  lor  keeping  in- 
lorniation.  hut  if  thcv're  keeping  it 
from  each  oth<'r.  thats  not  so  great. 

Instead,  vour  PCls  shoukl  work 
as  pi  triers,  sharing  information 


>(>  that  anyone  who  needs  it  can 
«'asil\  get  at  it.  So  vour  p(H>ple  ean 
he  partners,  too. 

\  good  \\a\  to  make  that  hap- 
pen is  with  an  IBM  AppHcation 
System/too."  The  \S/K)0  is  a  mid- 
range  computer  that  not  only  ties 
\our  I*(Js  together,  it  lets  vou  store 
information  in  a  central  place, 
which  means  you're  not  just 


connected,  vou  re  well-conn«|| 

\  nd  w  e  1 1-  o  rga  n  i  zed . 

In  lact.the  AS/400  is dJ 
ed  for  handling  lots  of  users,| 
where  Irom  a  few  to  hundred 

W  hat's  mor(\  the  AS/40' ^ 
runs  over  5.000  application;li<  ^ 
solve  specilic  business  probb'  ^ 
RetailiMs.  manufacturers,  s:^ 
distributors,  service  compai?*^ 


"Source  SierraSOOO  Database    c  1989  IBM  Corporation  l8Mand400areregtsteredtrademarksandApplicationS/stem/400andAS/400aretrademarted 


s,  and  they  were  loaded  with 
I.  But  just  because  you're 
isn't  mean  you're  organized!' 


he  AS/ WO  Model  BIO  is  just  2  feet  tall. 


govornmonts.  just  about  anvone 
can  find  povvcrlul.  proven  AS/t()() 
software  created  to  me(»t  their 
special  needs. 

And  the  \S/400  is  an  easy 
system:  to  learn,  to  use  arul  to  pav 
for.  You  can  lease  an  \S/K)()  lor 
as  little  as  $700  a  month  through 
the  IBM  Credit  Corporation. 

All  ol  which  hel[)s  explain 


wliv  in  a  major  survey  of  midrange 
sNstem  owners,  the  \S/40()  users 
were  the  most  satisfied* 

To  learn  more,  call  us  at 
1-800-365-4  IBM. 

I  he  IBM  AS/400.  As  you  get 
big,  it  can  help  you  be  as  oi^anized, 

and  as  respon-    —  —8, 

sive,  as  when        ~   -—^  "lLIZ, 
vou  were  small.  —        —  r  zs 


e  Corporation 


cash  register.  NCR's  model  2760  point-of- 
sale  terminal  snaps  together  even  faster 
than  the  Proprinter.  In  fact,  assembly  is 
so  easy  that  NCR's  William  R.  Sprague,  a 
senior  manufacturing  engineer  and  DFA 
booster,  can  do  it  in  less  than  two  min- 
utes—blindfolded (BW— May  8). 

With  dfa's  soaring  acceptance,  BDI 
will  soon  get  a  full-time  professional 
manager.  The  startup  was  relocated  to 
Wakefield,  R.  I.,  when  Boothroyd  and 
Dewhurst  moved  to  the  University  of 
Rhode  Island  in  1985.  Software  sales  ex- 
ploded by  W/o  last  year,  to  $414,000,  and 
will  more  than  double  this  year,  thanks 
in  no  small  measure  to  GM. 

Until  this  year,  GM  relied  on  a  rival 
DFA  technique  from  General  Electric  Co. 
that  blends  some  early  work  by  Booth- 
royd and  Dewhurst  with  a  methodology 
developed  in  Japan  by  Hitachi  Ltd.  But 
smarting  from  the  gains  made  by  Ford 
partly  at  its  expense,  GM  decided  to  fight 
fire  with  fire.  In  January,  it  retained 
Ford  engineer-turned-consultant  Munro, 
who  founded  MTS  for  Productivity  Inc.  in 
Windsor,  Ont.,  to  infuse  GM  with  the 
Boothroyd  Dewhurst  approach. 
WATCHFUL  EYE.  The  Chevrolet-Pontiac- 
GM  of  Canada  Group  was  the  test  bed, 
and  the  first  applications  included  parts 
for  Camaros  and  Firebirds  expected  in 
1992  and  later.  Insiders  say  tersely  that 
GM  expects  major  gains — but  won't  elab- 
orate. Then,  in  late  August,  GM  signed  a 
$275,000,  two-year  license  with  BDI,  ex- 
panding the  Boothroyd  Dewhurst  beach- 
head to  other  GM  units,  including  the 
Saturn  operation.  GM's  director  of  as- 
sembly systems,  Barbara  A.  Sanders, 
says  this  is  just  the  start  of  a  shift  away 
from  the  GE-Hitachi  system. 

Meanwhile,  Ford  isn't  sitting  still. 
While  DFA  contributed  only  slightly  to 
the  phenomenal  success  of  the  Taurus, 
Donald  L.  Smith,  Ford's  corporate  DFMA 
coordinator,  boasts  that  1993  will  bring 
the  first  Ford  model  on  which  DFMA  will 
have  been  used  "from  bumper  to  bump- 
er." By  the  time  GM  gets  to  where  Ford 
is  now,  he  adds,  "we're  not  going  to  be 
at  that  level  anymore." 

What's  next?  One  idea  is  to  marry 
DFMA  with  artificial  intelligence  and  com- 
puter-aided engineering  to  foster  sys- 
tems that  will  serve  as  real-time  design 
advisers.  Rather  than  wait  passively  to 
be  fed  (!i  signs  for  analysis,  they'll  keep 
a  watch  f!'!  eye  on  designs  in  progress 
and  offer  helpful  hints  on  the  best  mate- 
rials and  processes  for  a  given  product. 

For  now,  Booiftroyd  insists  that  DFMA 
can  spring  to  tht  id  of  almost  any  U.  S. 
company  under  ■  gun  from  offshore 
rivals.  "If  you  s(  litinize  the  design  of 
most  Japanese  siroducts  with  dfma 
tools,"  he  says,  "you'll  see  that  they 
leave  a  lot  to  be  desired." 

By  Otis  Port  in  Wakejicld,  R.  /.,  with 
Wendy  Zellner  in  Detroit 


MANAGEMENT  I 


WHY  ANGELS  ARE  FIOCKING 
TO  CHAPEL  HILL'S  B-SCHOOL 


Ex-IBMer  Paul  Rizzo,  the  new  dean,  has  the  bucks  rolling  in 


When  Richard  H.  Jenrette  start- 
ed raising  money  earlier  this 
year  for  the  University  of 
North  Carolina  Graduate  School  of  Busi- 
ness Administration,  donors  dug  a  lot 
deeper  than  he  expected.  Jenrette,  chair- 
man of  the  Equitable  Life  Assurance  So- 
ciety, raised  $500,000  to  endow  a  finance 
professorship.  A  tribute  to  Jenrette's 
fund-raising  abilities?  Not  the  way  he 
sees  it.  The  money  was  more  a  vote 
of  confidence  in  the  new  B-school 


RIZZO'S  REPORT  CARD 


Class  entering  Class  entering 

fall  1987 

fall  1989 

AVERAGE  SCORE  ON 

600 

620 

ENTRANCE  EXAM 

AVERAGE 

3.2 

3.3 

UNDERGRADUATE  GRADE 

APPLICANTS 

1,256 

2,200 

PERCENT  ADMIHED 

28% 

17% 

DATA:  UNIVERSITY  OF  NORTH  CAROLINA 


dean,  Paul  J.  Ri? 

The  former  v 
chairman   of  II 
Rizzo  became  d( 
of  UNC's  B-schoo 
September,  1987 
month  after  retir 
from  IBM.  He  has 
ready  raised 
school's  profile 
hitting  up  his  b 
ness  contacts 
make  donation 
and  to  include 
in  their  recruit 
efforts.  Moreo 
as  a  former 
football  star,  Ri| 
has  been  able 
push  for  some 
troversial  chan 
without  sufferin 
local  backlash, 
ultimate  goal  is 
make  Carolina  M 
more  marketa 
"Business  sch 
that  don't  com 
aggressively 
faculty,  students,  and  money  are  gi 
to  be  left  in  the  dust,"  says  Rizzo. 

Impressing  the  business  commu 
wasn't  high  on  UNC's  list  until  rece: 
Indeed,  in  BUSINESS  week's  Noveml 
1988,  survey  of  the  Top  20  busin 
schools,  corporate  recruiters  gave  i 
ranking  of  19  out  of  20.  It  ranked  N 
overall,  thanks  to  high  marks  from 
dents  for  its  cheap  tuition — $4,900  a  y 
for  out-of-state  students,  compared  v  siujii) 
$15,350  for  No.  2  Harvard  busin 
school.  UNC's  location  in  bucolic  Ch 
Hill  is  also  a  big  plus  with  studei 
As  for  recruiters,  their  main  gript 
that  it's  not  worth  the  long  trip 
interview  just  180  MBAs.  So  Rizzo 
working  to  increase  class  size  gradu; 
to  250  students.  But  he  insists  on  ba 
ing  the  quality,  as  well  as  the  quant 
of  applicants. 

Progress  is  already  being  made.  At 
cations  increased  from  1,256  in  1987 
2,200  last  year,  enabling  the  school  tc 
more  fussy  about  prospective  studei 
It  accepted  only  17%  of  this  year's  a{ 
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THE  CORPOR 


VALUE 
YOUR 
FINGERTIPS. 


Both  Acer  and  Business  Week  understand  the  value  of 
having  the  right  tools  at  your  fingertips.  Acer  has  a  full  line  of 
quality  computer  products  to  satisfy  your  computing  needs. 
Business  Week  is  an  indispensable  source  of  information.  Both 
are  successful. 

With  over  100  distributors  in  over  70  countries  representing 
over  10,000  dealers,  and  regional  headquarters  worldwide,  Acer 
thinks  globally.  This  thinking  goes  hand  in  hand  with  its 
investment  in  knowledge,  innovation,  and  people.  Over  12 
percent  of  Acer's  staff  are  devoted  to  R&D.  This  concentrated 
effort  has  resulted  in  such  Silicon  Valley  breakthroughs  as  ASIC 


and  multiprocessor  technology.  Acer  also  believes  in  the  value 
of  its  people.  And  its  people  believe  in  Acer. 

All  of  which  has  meant  incredible  growth.  Both  Acer  and 
Business  Week  understand  the  importance  of  growth.  In  just  13 
years.  Acer  has  grown  from  an  1 1 -employee  operation  to  a 
multinational  corporation  with  over  5,000  employees.  Quality, 
innovation,  and  customer  satisfaction  -  both  Acer  and  Business 
Week  provide  you  with  the  tools  you  need  for  success. 


ACBR 

The  Word  for  Value 


MOST  OF  WHAT 

WlHADTOaff 
ABOUT  BUSINESS 

THIS  IIII0RMIN6  WA 
UHPRmjmt. 


THi;  MORNING  I  IAIKS  -  | 

.,    OvW.  XH»»'- 


J"t  fJost 


ipeti 


NATION'S  BUSINESS  TODAY  ON  ESPN. 
WITH  THE  LATE-BREAKING  STORIES  THAT 
MORNING  PAPERS  JUST  CAN  T  COVER, 
WE  GIVE  YOU  A  COMPETITIVE  EDGE. 

The  business  world  is  still  up  after  most  newspapers  have 
been  put  to  bed.  So  a  lot  of  what  happens  overnight  catches 
them  napping.  And  if  you're  not  careful,  it  might  catch 
you  too. 

Which  IS  why  you  should  wake  up  with  "Nation's 
Business  Today"  on  ESPN. 

Starting  every  weekday  at  6:30  AM  (ET),  "Nation's 
Business  Today"  brings  you  two  hours  of  up-to-the-minute 
business  news.  Broadcast  live  from  the  nation's  capital. 

We  cover  all  the  latest  financial  and  economic  develop- 
ments across  America  and  around  the  world.  In  a  consis- 
tent feature  format  that 
makes  It  easy  to  find  the 
I  information  most  critical 

to  your  own  business. 

We  also  provide 
interviews  with  today's 
business  leaders.  Special 
reports  on  small  business, 
technology,  international 
trade,  investment  oppor- 
tunities and  the  movers 

10B«  LSPN,  In., 


Daily  News  Schedule 

1st    2nd  3rd 

4th 

(All  Times  Eastern) 

'fc  hr  'fchr  'fc  hr 

'fo  hr 

Top  Business  News 

6:30  7:00  7:30 

8:00 

Financial  News 

6  35  7:05  7:35 

8:05 

Small  Business  News 

6  40  7:10  7.40 

8:10 

Special  Business 

Features 

6:50  7:50 

CEOCIose-Ups 

7:15 

8:15 

Internat'l  Business  Line 

7:25 

and  shakers  on 
Capitol  Hill.  And 
even  weather  fore- 
casts for  business 
travelers. 

With  their  own 
unique  blend  of 
insight  and  analy- 
sis, our  anchors 
will  give  you  an 
insider's  perspec- 
tive on  where  the  business  world  is  heading.  Carl  Grant  is 
an  award-winning  anchorman  and  investigative  reporter  a{§ir«r2.!ii 
well  as  a  nationally  renowned  business  and  government 
expert.  Meryl  Comer  is  an  Emmy  Award-winning  producer 
and  journalist.  Together,  they  bring  more  than  40  years  of 
solid  business  news  expertise  to  ESPN.  But  it  should  com( 
as  no  surprise  that  a  network  so  acclaimed  for  covering 
tough  competitors  at  play  would  be  equally  good  at  cover- 
ing them  at  work. 

"Nation's  Business  Today"  on  ESPN.  Just  listen  to 
what  our  experts 
have  to  say  about 
the  day's  business. 
And  hear  the  kinds 
of  things  that  the 
morning  papers 
find  unprintable. 


THE  TOTAL  SPOflTS  NETWIMIIC' 


e  Corporation 


down  from  28%  two  years  ago. 
verage  score  on  the  Graduate  Man- 
3nt  Admission  Test  for  tiiis  year's 
ants,  at  620,  was  20  points  higher 
two  years  ago.  At  the  same  time, 
umber  of  corporations  recruiting 
itudents  on  campus  increased  by 
:o  145.  Rizzo  has  prevailed  on  such 
inies  as  Morgan  Stanley  &  Co., 
!  he  sits  on  the  board  of  directors, 
Tuit  at  UNC. 

ruiters  aren't  the  only  corporate 
visiting  the  campus.  Rizzo  has  con- 
1  top-ranked  executives  such  as 
Chairman  John  F.  Akers,  former 
Chairman  Kaspar  V.  Cassani,  and 
in  Stanley  Chairman  S.  Parker  Gil- 
to  give  speeches  and  meet  with 
He  also  raised  cash  contributions 
C's  B-school  by  35%,  to  $3  million, 
T  the  1988-89  academic  year.  "Rizzo 
Iding  up  a  head  of  steam  at  Caroli- 
J-school,"  says  Jenrette. 
!  competitor,  however,  thinks  Rizzo 
rely  a  copycat.  Rizzo  was  a  mem- 
f  the  board  of  visitors  for  eight 
at  Duke  University's  Fuqua 
1  of  Business,  an  elite  private 
I  located  11  miles  away  in  Durham. 
)f  the  first  things  Rizzo  did  when 


isiness  schools  that  don't 
)mpete  aggressively  for 
ilty,  students,  and  money 
^oing  to  be  left  in  the  dust' 


»t  to  Carolina  was  form  his  own 
)0wered  board  of  visitors.  And 

redesigned  B-school  logo  bears  a 
I  resemblance  to  that  of  the  Fuqua 
1.  "Paul  learned  what  he  knows 

business  schools  from  us,"  says 
1  Dean  Thomas  F.  Keller, 
r  KING.  But  Rizzo's  experience  at 

won't  help  him  with  other,  more 
stumbling  blocks  to  improving  his 
urogram.  For  one,  the  school  is  in 
eed  of  a  new  building  to  handle  the 
ng  student  body.  UNC  does  not 

the  deep  pockets  of  a  Harvard, 
ton,  or  even  the  Fuqua  School.  Its 
BA  students  currently  share  space 
rroll  Hall  with  700  undergraduate 
ess  students. 

his  effort  to  get  funds  for  a  new 
ng,  Rizzo  has  proved  he  is  adept  at 

politics.  While  UNC-Chapel  Hill 
:ellor  Paul  Hardin  HI  was  asking 
tate  legislature  for  $8.3  million  to 
a  new  school  of  social  work,  Rizzo 
)usy  lobbying  the  chairman  of  the 

senate  appropriations  committee, 
esult:  In  July,  the  state  senate  put 


aside  $7.5  million  for  a  new  B-school 
building  and  passed  over  the  chancellor's 
request.  The  legislature  eventually  ear- 
marked money  for  both  projects.  Mean- 
while, Rizzo  had  gotten  a  $5  million 
pledge  toward  the  new  building  from 
Frank  H.  Kenan,  chairman  of  Kenan 
Transport  Co.,  whose  family  built  the  B- 
school's  $8  million  Kenan  Institute  of 
Private  Enterprise,  a  research  center. 
Rizzo  has  agreed  to  raise  another  $5 
million. 

This  coup  drew  criticism.  The  News  & 
Obseri'er  of  Raleigh  railed  against  the 
B-school's  senate  victory.  The  paper  said 
the  school  of  social  work  was  much 
more  in  need  of  a  new  facility.  But  Rizzo 
himself  escaped  the  editorial's  venom. 
Indeed,  his  stature  as  a  former  IBM  big- 
wig and  UNC  football  hero  appears 
to  help  keep  controversy  from  sticking 
to  him. 

Rizzo  earned  an  undergraduate  de- 
gree in  accounting  at  UNC  in  1950.  But 
locals  are  more  enamored  of  his  football 
days  with  his  legendary  teammate, 
Charlie  "Choo  Choo"  Justice.  Old-timers 
still  talk  about  the  final  moments  of  the 
1950  Cotton  Bowl,  when  the  Tarheels 
were  trailing  Rice  University,  27-0. 
Blocking  back  Rizzo  scored  two  consecu- 
tive touchdowns  on  passes  thrown  by 
Justice.  Rice  still  won  the  game,  but 
Rizzo  earned  a  place  in  the  hearts  of 
Carolina  sjjorts  fans. 
SEPARATE  QUARTERS.  Fans  of  the  B- 
school's  undergraduate  program  aren't 
as  thrilled.  Rizzo  has  made  no  secret  of 
his  desire  to  improve  the  UBA  program 
or  his  concern  that  the  undergraduate 
program  is  burdening  teachers  and 
crowding  classrooms.  Some  schools, 
such  as  Duke,  have  solved  the  problem 
by  eliminating  undergrad  business  pro- 
grams altogether.  So  when  Rizzo  pro- 
posed an  undergraduate  minor  earlier 
this  year,  parents  feared  that  it  was  the 
first  step  toward  scrapping  the  under- 
grad business  major.  Not  so,  says  Rizzo, 
who  claims  a  minor  will  allow  the  B- 
school  to  serve  even  more  undergrads. 
Jenrette,  a  member  of  UNC's  board  of 
trustees,  speculates  that  Carolina  could 
follow  in  the  footsteps  of  the  University 
of  Virginia,  uva  has  separate  schools  for 
its  undergrad  and  graduate  business 
programs,  each  with  its  own  building 
and  faculty. 

Rizzo  isn't  making  any  promises,  but 
if  it's  up  to  him,  the  new  B-school  build- 
ing could  end  up  the  exclusive  domain  of 
his  MBAs.  Who  knows?  Maybe  when  all 
is  said  and  done,  Rizzo's  remake  of  the 
B-school  will  inspire  as  much  awe  as  the 
days  he  played  football  alongside  "Choo 
Choo"  Justice.  Now,  that  would  be 
something. 

By  Monica  Roman  in  Chapel  Hill,  N.  C. 
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27 

million 
Americans 
cant read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

CjwjkiI  cialition  for  Literacy 
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BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  6061 1 


Executive  Recruitment 


Shgnge 


Confidence! 


We  give  our  execulive  clients  the  unique 
ability  to  move  into  job  changing  quickly 
and  confidently  by  providing  a  series  ol 
guarantees  that  are  unprecedented  in  this 
field.  To  maintain  the  high  level  ol  service 
that  this  requires,  we  limit  our  practice  to 
senior  executives,  and  to  no  more  than  3 
new  clients  a  week  in  each  ol  our  offices. 
We  even  guarantee  your  satisfaction  with 
the  job  you  accept  lor  two  lull  years!  Call 
1-800-359-1800  in  confidence. 

m EXECUTIVE  RESOURCES 
INTERNATIONAL,  INC 
122  E.  42nd  St.,  NY.  NY  10168 
Offices  in  major  cifea  and  intemBtjonolly. 


Health/Fitness 


THE  ULTIMATE  CHAIR 

for  back  relief 
and  relaxation! 


.and  25  other  products 
for  a  healthy  back! 


BackSavef  S?2ro'rt?.. 

53  Jeffrey  Ave..  Depl.  BW-10.  Holllston.  MA  01746 
lnMAS08-429-5940 


Financial  Services 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  nev^  Perlormance  i 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including  some  very , 
famous  names 
which  1  believe  could 
"take  a  bath"  I'll  rush 
you  the  Performance 
Ratings  (S39  value)  as  a  bonus  with 
your  3ub5cript!on  to  The ZweigFore- 
cast  I  ime  i-.-  '.rucial. 

Three -VI  jnth  Trial  $50.  One  Year 
$245-  Vis,/  ^J\C  1-800-633-2252 
Ext,  9024 

THEm   G  FORECAST 

P.O.Box36C  -5elimore,  N.Y.  11710 


fVIARTINZWEIG 


HARD  TO  BORROW? 

No  Credit  Ctieck 
Guarantees  Provided 


We  do  not  make  loans 
tVlinimum  $100,000 
5-20  years 
The  Funding  Assistance  Corp. 
SOSParlfAve.  NYC 
U.S.A.  (212)  755-9400 
 Fax (212)  755-7339  


Coins 


Mint-State 
Peace  Silver 
Dollars 

as  low  as  each 

OUR  COST! 
Lowest  price 
anywhere 

This 

inaedible 
introductoiy 
offer  lets  new 
customers  buy 
guaranteed 
Brilliant  Uncirculated 
1922-1924  90%  silver  U.S. 
Peace  dollars  at  our  cost.  30-day 
money-back  guarantee  1  coin, 
S19;  Vfor  J89;  20  for  $349;  or 
100  for  $1,500.  Order  #7530. 
CaU  toll-free  1-800-451-4463 
to  order  by  credit  card.  Or 
send  your  check  to:  Interna- 
tional Coins  &  Currency,  Inc., 
11  E.  State  St.,  Box  218,  Dept. 
1154,  Montpelier,  Vt  05602. 
Shipped  postpaid. 

All  orders  subject  to  acceptance. 
"We guarantee  Christmas 
delivery  on  all  orders  made  by 
December  /  5  " 


Financial  Services 


ALL  DISCOUNT  BROKERS 
ARE  NOT  ALIKE! 

I^uriel  Siebert  tailors  rates  to  your  needs 
Example  1000  stirs  @  55,  2000  to  4999 
srirs  @  4<t  5000 -h  shrs  @  3<t.  OTC  31, 
5000 -^  21,  $50  min  Trade  with  the  dis 
count  professionals  —  Muriel  Siebert  &  Co  , 
Inc  ,  444  Madison  Ave  ,  NY,  NY  10022 
1  718SIEBERT  1 -SOO-USAW1 1  Member 
NYSE  1967.  SIPC  BW 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 
brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  househojd.  30 
day  Money-Back  Guarantee. 

Call  Toll-Free 
1-800-633-2252 

(Ext.2918-Dept.43EF02) 
American  Express,  MasterCard  or 
Visa.  7  days  week,  24  hrs.  a  day. 


Inventories  Purchased 


REDUCE  YOUR  INVENTORY 
FOR  CASH  NOW! 

We  Buy  •  Integrated  Circuits  •  Semiconductorsj 
•  Discrete  Components  •  Electromechanical  Equip. 
•  Computer  Parts  &  Peripherals 
•  Sub  Assemblies  to  Finished  Goods 

NO  RISK' 
For  a  spot  quote  or  further  information, 
Call:  (201)  941-5000,  oi  |ust  Fax  your  list:  (201)  939-8918  ^i»> 
Attention:  Allan  Berkun 

AMERICAN  SURPLUS  TRADING 

815  Fairview  Avenue,  P.O.  Box  220,  Fain/iew,  NJ  07022 


IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week  Market-Place  Section  is  a 
special  advertising  feature  appearing  in  the  first 
issue  of  each  month.  The  Market-Place  provides 
an  ideal  Showcase'  for  advertisers  who  have 
products  or  services  that  appeal  to  Business 
Week's  more  than  6.2  million  responsive  readers 

For  rates  and  information  mail  the  coupon  below, 
or  call  Louisa  Lamperis  (31 2)  337-3090. 


MAIL  COUPON  TODAY 


BUSINESS  WEEK  MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 

Name  


Company. 


Address 


City 


State 


Zip 


iillail 

1.1* 


iff 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


BUSINESSr^WEEK 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  6061 1 


Steel  Buildings 


WHOLESALE 

steel  Buildings,  Inc. 
1-800-462-9992 

X  80x12    $8,995* 

x80x12   $11,500* 

X  150x16  $21,300* 

0x200x16  $36,000* 

Now  you  can  purchase  your  Steel 
lilding  at  Wholesale  Prices  and  Save 
Thousands  of  Dollars.  Complete 
Building  includes  All  Steel  Irsmes, 
}ur!lns.  girts  &  hardware,  ^^'o  Wood 
quired).  (MBMA)  Engr.  Approved.  Any 
le.  Size  or  Color.  Labor  Available.  Call 
toll-free  cr  FAX  716-632-.  323 
•FOB  t  Cost  based  on  LL/WL  

Corporate  Gifts 


nbassador  Lapel  Flags© 

24K  gold-plated,  full  colors 

Elegant  and  Exclusive 
Idwide  business/marketing  Customize 
lag  mix  with  company  logo  In  stock 
lular  panel  (show/n),  round,  oval,  square. 
Or  send  own  preferred  design  100% 
ade,  3-5  weeks'  delivery  Best  value 
TI^E  Co  ,  1 17  Park  Lane  Drive. 
Suite  101.  New  Milford.  CT  06776 
54-0686  Fax  (203)  354-2786 


m 

I  (1 


Corporate 
Hes 

(150  PC.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

Jarnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
cr  06807 .  II.S.A. 
><-  (203)  869  3006 


usiness  Opportunities 


EW  1989  Franchise  Annual  Directory 
sscribes  4,185  Franchisors  Includes 
lOOk  concerning  what  you  should 
sefore  entering  franchise  agreement 
etely  Updated  20th  yr  $26  95  plus 
first  class  postage  Money  back 
itee, 

INFO  FRANCHISE  NEWS 

728  Center  St  ,  Box  550 
Lewiston.NY,  14092 


ORPORATE  IN  DELAWARE! 


eclallsts  In  setting  up  Delaware 
Tporations.  General,  Aircraft, 
at  &  Shelf  Corporations. 

CallWrrte  for  FREE  KIT: 


aware 

•istry      PO.  Box  484-BW 
^   -'  Wilmington,  DE 19899 


80(K321  -CORP  •  302-652-6532 


Corporate  Gifts 


EMBROIDERED 
CAP  SALE 

FROM 
$425 


The   

Corporate 
Choicd'  # 

America's  top  companies  can't  afford 
to  look  second-rate  That's  why  they 
choose  our  distinctive  corporate  image 
products  Amencan  made  caps,  shins, 
jackets  and  more  and  now  finely 
crafted  gift  items,  too  each  with  your 
name,  logo  or  custom  design  Discover 
the  quality  difference 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 
.^^•IHRMh^"     3952  POINT  EDEN  WAY 
^^UtHtfl  ^  HAYWARD,  CA  94545 
''""ot.T  FAX  (415)  786-1111 


Business  Opportunities 

Profitable  Business  For  Sale  By  Owner. 

Established/Successful  Owner  financing 
West  &  Midwestern  states  AFFILIATED 
BUSINESS  CONSULTANTS  Ken  Williams 
719-548-8888 


Books/Publications 

Tenants  Timely  Tips,  How  To  Negotiate 
The  Most  Beneficial  Lease.  Save  Thou 
sands!'!  Profit  from  professional  Leasing 
Agent  s  experience  $1995  Royal,  8721 
Santa  Monica  Bl  #214-LF2,  Los  Angeles 
CA  90069 


Wine  Cellars 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  lour  Cos/ 


Visa/MC/AmEx/Discmer 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVjult  holds  jbout 

S  Purs  $3495 

$  1895  1 

Custom  Cellars  &  Racking  Systems  -  Call  For  Caralog 

134  W  131ST  St,  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Computers/Office  Equipment 


witn 

Every  Fax 

Macninc  Purchased 

TOP  DISCOUNT 

ON    Sharp  •  Muroto  ■  canon 

•  BEST  PRICES  IN  THECQUNTRY 
 X  iTjaiNINC 


•  BEST  PRICES  I 

•  FULL  SERVICE 

•  NO  SALES  TA) 


AND  " 


AX 

CikU  in  TOO«TI 

FAX  OF  AMERICA 

l-aOO-SAS-MXX 

AMtmCA  S  LOW  PWCE  fM  DISTRIBUTOR 


Business  Services 


EXECUTIVE  i  PROFESSIONAL 
RESUME  TYPESETTING 

DON  T  MAKE  A  CAREER  HflOVE  WITHOUT  IT 

•  $200  Flat  Fee         •  Expert  Design  &  Editing 

•  Express  Delivery      •  Powerful  Secret  Format 

•  100%  Error-Free      •  Satisfaction  Guarantee 

ELECT  USA '  Tlie  Resume  Place 
1430  Tully  Rd..  #413.  San  Jose,  CA  9S122 
Fax  408-298-5427  your  rough  drall  witti  Visa/HflC 
info  or  mail  Call  41)8-298-3475  tor  free  consulta- 
tion Call  1-800-255-3475  for  free  Start-Up  Kit 


Executive  Gifts/Merchandise 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  great  quality,  unconditionally-guaranteed-pQlu  shirts  are  100%  cotton.  American 
Made,  and  custom  embroidered  with  vo.^j  logo  or  design.  Minimum  order  just  six  shirts. 
For  a  price  list,  brochure  and  infttrmation  about  our  other  great  products  call: 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  BW-7,  1 19  N  11th  St.,  Greenpoint,  NY  1 121 1 


Executive  Gifts/Merchandise 


This  is  not  Just  a  Briefcase.., 

This  is  a  FORTHESS! 


138  X  19  3  <  7" 

$1  625Q0 

inci  tax 
&  ship 


Two  independent  safety  locks  Two  (regular  & 
super)  programmable  alarm  system  Proteaed 
against  Pag- snatching  cutting,  breaking  burning 
theft  or  opening  by  force 

Electronic  control  in  handle,  locks  and  frame 
OveraW  surface  proteaion  Equipped  with  np-cord 
Elegant  suitcase  plus  a  transportable  safe 


(805)  274-2199  -  Ask  for  EMERY 


MAKES  YOU 
ALMOST  2" 
TALLER 

SIZES  5- 12 
WIDTHS  B-EEE 

FINE  MEN'S 
SHOES 


Looks  just  like  an  ordinary  stioe. 
except  tiidden  inside  is  an  innermold 
which  increases  your  height  almost 
two  inches.  Choose  from  a  wide 
selection  of  ELEVATORS'  including 
dress  shoes,  boots,  sport  shoes  and 
casuals.  Satisfaction  guaranteed. 
Exceptionally  comfortable  Call  or 
write  today  tor  your  FREE  color 
catalog  so  you  can  look  taller  in  no 
time  MD.RESID.CAI.I.30I-66J-5III 

TOLL  FREE  1-800-343-3810 

ELEVATORS  D 

RICHLEK  SHOE  COMPANY.  DEPT  iiW90 
\^      PO  B«x  iSbb.  Frederick.  MP  21 701  ^ 


ersonal  Business 


EDITED  BY  MAPC  FRCNS 


Finances 


WHEN  YOU  DON'T  GET  CREDIT 
WHERE  CREDIT  IS  DUE 


bis 


W 


hat,  you?  Turned 
down  for  a  mort- 
gage? Your  appli- 
cation for  new  insurance  or  a 
car  loan  denied?  But  you 
make  good  money,  pay  your 
bills. . . .  What's  wrong? 

Probably  your  credit  report. 
Electronic  data  transmission 
lets  any  potential  lender 
check  the  past  seven  years  of 
your  credit  history'  virtually 
at  the  push  of  a  button  (BW — 
Sept.  ')).  And  a  mistake  in 
your  record  anwhere  along 
the  line  can  result  in  a  credit 
turndown.  To  avoid  embar- 
rassment and  needless  delays, 
check  the  data  yourself  be- 
fore you  apply  for  a  loan. 

How  likely  is  it  that  your 
report  holds  erroneous  infor- 
mation? One  big  bureau,  TRW, 
says  its  reports  are  disputed 


by  about  one-fourth  of  the  1.3 
million  consumers  who  re- 
quest them  each  year.  But  ac- 
tual errors,  the  credit  bu- 
reaus' trade  association  says, 
occur  in  fewer  than  %o  of  19( 
of  the  500  million  reports 
churned  out  annually. 
MOM'S  FAULT?  One  man,  for 
example,  learned  his  report  in- 
cluded his  mother's  hefty 
mortgage — possibly  because 
the  bureau's  computer  was 
programmed  for  just  the  first 
three  letters  of  given  names, 
and  Martin  and  Marj'  both 
showed  as  MAR.  Other  prob- 
lems are  consumers'  fault.  An 
individual's  habit  of  paying 
the  electric  bill  every  other 
month  to  save  writing  12 
small  checks  gave  him  "delin- 
quent" status  on  the  utility's 
computers.  And  a  woman  was 


refused  a  big  loan  when  her 
report  showed  she  hadn't  paid 
a  year-old  $5  department 
store  bill.  She'd  decided  to 
wait  until  the  sum  was  added 
to  her  next  bill,  but  hadn't 
shopped  in  the  store  again. 

Another  problem  area: 
Courts  and  other  governmen- 
tal agencies  report  tax  liens 
and  judgments  against  you  to 
the  bureaus.  They  stay  on 
your  record  until  you  give  evi- 
dence they've  been  settled. 

A  credit  bureau  will  sell 
you  a  copy  of  your  report  (ta- 
ble), or  if  you're  turned  down 
for  credit,  the  Fair  Credit  Re 
porting  Act  entitles  you  to  a 
free  look.  A  denial  of  credit 
should  be  in  writing.  If  a  re- 
port caused  it,  the  name  and 
location  of  the  bureau  that 
furnished  it  must  appear. 


Usually,  your  report 
come  from  one  of  three  ( 
panies  operating  on  a 
scale:  TRW,  Trans  Union, 
Credit  Bureaus/Equifax. 
many  smaller  bureaus 
these  companies'  data,  ta 
ing  reports  for  mortg 
lenders,  department  sto 
and  other  clients.  So  if  8 
port  provided  by  a  small 
vice  contains  an  error,  tlu 
a  good  chance  that  it  also 
pears  in  the  larger  compa 
files.  Clearing  your  n£ 
then,  can  mean  dealing 
several  bureaus. 

OVERALL  GRADE.  When 

get  a  report,  check  whe 
the  name  on  it  is  acciu 
particularly  if  you  use  Jr., 
or  III;  your  file  may  cor 
data  pertaining  to  a  rela 
Is  the  Social  Securitv*  nur 
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;t?  If  you  transposed 
ambers  on  a  credit  appli- 

years  ago,  your  file 
have  been  accumulating 
•ne  else's  data, 
y^pical  report  will  show  a 

worth  of  data  on  how 
irly  you  pay  sums  due 
,  department  stores,  and 

card  companies.  Data 
local  utilities  might  ap- 
only  if  you  are  consis- 

late  with  payments.  Of- 
.  key  to  a  coded  tipoff 
s  how  creditworthy  you 
^  clean  record  may  be 
1  indicates  you  routinely 
ills  30  days  late;  R3,  60 
late,  and  so  on — to  RIO, 
ng  you  once  faced  bank- 
1  or  a  foreclosure, 
ou  spot  such  an  obvious 

as  a  stranger's  mort- 
on  your  report,  phone  or 

the  credit  bureau  to 
it  out.  The  law  requires 
ireau  to  investigate  and 


SEEING  WHAT  THEY  HAVE  ON  YOU 

The  bigcredit  bureaus  willsellyou  a  copy  of  your  credit  report. 
You'll  have  to  provide  your  addresses  for  the  last  five  years.  Social 
Security  number,  signature,  and  daytime  phone  number. 

TRW  CREDENTIALS  charges  up  to  $15  for  a  single  report.  Or  for 
$35  a  year,  you  get  as  many  updates  as  you  wish  and  an  alert 
whenever  a  lender  or  merchant  requests  your  file.  800  262-7432. 

TRANS  UNION  CREDIT  INFORMATION  gets  $15  for  an  individual  re- 
port,  $20  for  a  couple's.  Write  Trans  Union  Credit  Consumer 
Relations,  Box  119001,  Chicago,  10.  60611.  

CREDIT  BUREAU  INC/EQUIFAX  has  some  300  local  offices,  listed  un- 
der "credit  reporting  agencies"  in  the  Yellow  Pages,  that  charge 
$7  to  $10  for  a  report. 


delete  data  that  can't  be  veri- 
fied. But,  as  in  an  IRS  dispute, 
don't  be  surprised  if  the  bu- 
reau puts  the  burden  on  you 
to  track  down  the  source  of 
the  error  and  provide  proof  of 
your  innocence. 
GO  TO  THE  TAPE.  Suppose,  for 
example,  that  a  report  indi- 
cates you  missed  a  payment 
on  your  Visa  bill — a  payment 
you  know  you  made.  To  keep 
tabs  on  some  160  million  indi- 


viduals, credit  bureaus  get 
data  on  computer  tape  fur- 
nished each  month  by  banks, 
stores,  and  others  you  owe. 
So  while  the  bureau  is  legally 
obligated  to  contact  Visa 
about  your  complaint,  the 
credit  card  company's  tape 
probably  contained  the  error. 
And  if  Visa  says  its  records 
are  right,  the  bureau  can't 
prove  otherwise.  Besides,  you 
will  want  to  contact  Visa 


yourself  because  its  errone- 
ous tape  might  have  gone  to 
other  bureaus. 

So,  after  digging  out  the 
canceled  checks  and  other  rec- 
ords to  prove  your  case, 
copies  should  go  both  to  the 
credit  card  company  and  any 
bureaus  involved.  For  a  fee, 
some  "credit  repair  cHnics" 
promise  to  help  remove  errors 
from  credit  reports.  But  most, 
warns  the  American  Bar 
Assn.,  can  do  nothing  you 
can't  do  yourself. 

What  if  a  bureau  continues 
to  insist  no  mistake  has  been 
made?  In  that  case,  you're  en- 
titled to  submit  a  100-word  ex- 
planatory memo.  It  then  goes 
out  with  your  report  to  all  po- 
tential lenders  checking  on 
you.  At  least  they'll  get  your 
side  of  the  story — which 
might  be  all  it  takes  to  per- 
suade them  to  lend  you  their 
cash.  Don  Dunn 


L979,  luxury  retailer  Nei- 
m  Marcus  advertised  a 
tellite-TV  system  for 
i).  But  today's  basic  sat- 
rv  systems  can  be  had 
s  little  as  $2,000.  And 
cable  made  a  big  splash 
ago  by  adding  some  20- 
hannels  to  the  regular 
st  lineup,  owners  of  sat- 
rvs  can  roam  among  200 
els. 

1  potential  satellite  TV 
rse  includes  all  network 
lels,    cable  channels 
have  fees),  and  more 
50  "feeds"  (unedited 
je  of  news  broadcasts) 
t  50  channels  carry 
ing    events — so 
can    pick  up 
leasts  of 
;  out  of  your 
1.  Dish  owners 
also  tune  into 
than  80  radio  sta- 
,  whose  programs 
"om  Chicago  blues  to  the 
lews  from  London.  And 
I're  tired  of  schlepping  to 
stores,  there's  pay-per- 
TV— though  you'll  still 
to  pay  for  it. 
SURVEY.  You  can't  get 
station  for  free,  as  you 
a  few  years  ago.  In 
the  cable-TV  industry 
sd  scrambling  satellite 
missions.  But  once  you 
a  dish,  you  can  bypass 


What's  In 


THESE  DISHES  SERVE  UP 
A  TV  SMORGASBORD 


the  local  cable  company  and 
subscribe  to  cable  stations  di- 
rectly from  programmers 
such  as  Showtime  and  Home 
Box  Office,  which  sell  pack- 
ages of  channels. 

The  first  step  toward  own- 
ing a  satellite  dish  is  having  a 
dealer  do  a  site  survey  of 
your  property.  The  dish  needs 
a  clear  view  of  the  southern 
sky.  You  may  be  able  to 
mount  it  on  your  roof,  but  be 


sure  to  check  local 
zoning  ordinances 

Satellite  signals  are  stron- 
gest in  the  Midwest,  where 
you  need  only  a  6-  to  8-foot 
dish;  in  coastal  areas,  you'll 
need  a  10-  to  12-foot  dish.  In- 
dustry experts  look  ahead  to 
2-  and  3-  foot  dishes  that 
should  be  available  in  all  re- 
gions in  the  late  1990s. 

Black  aluminum-mesh  dish- 
es are  the  most  popular.  Solid 


fiberglass  dishes  are  less  ex- 
pensive, but  they're  more  of 
an  eyesore  than  mesh  dishes, 
which  blend  in  somewhat  with 
trees  behind  them.  Some  peo- 
{)le  "hide"  the  dish  through 
landscaping  or  have  it  |)aint- 
ed,  .says  David  Bielecki,  a 
Barkhamsted  (Conn.)  design 
engineer  who  specializes  in 
installing  dishes.  One  man- 
^ufacturer,  Schudel  Asso- 
ciates  in  Encinitas, 
(]alif.,  offers  a  dish  dis- 
guised as  a  patio  um- 
brella for  $5,000. 

Pick  up  some 
buyer's  guides  be- 
fore you  visit  deal- 
ers. Satellite  TV  Week  (800 
34.5-8876;  $48  a  year)  has  a 
comprehensive  guide  for  $3.50 
that  lists  dealers  across  the 
U.  S.  It  also  has  a  free  Sim- 
plified Guide  to  Satellite  TV. 
A  rival  publication  is  OnSat 
(800  234-0021;  also  $48).  You 
may  also  want  to  contact  the 
American  Home  Satellite 
Assn.  (800  321-2472).  For  a  $36 
annual  fee,  you  get  discounts 
on  equipment  and  program- 
ming, access  to  a  toll-free 
helpline,  and  a  newsletter. 

Satellite  TV  offers  viewers 
the  ultimate  in  freedom  of 
choice.  Even  though  you  may 
never  watch  all  those  stations, 
it's  nice  to  know  they're  all 
there.  Suzanne  Woolley 
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Insurance 


FIIING  A 
CLAIM?  A  PRO 
CAN  HELP 


It's  every  homeowner's 
worst  fear:  a  catastrophic 
flood  or  fire.  Of  course, 
you're  insured.  But  that 
doesn't  mean  you'll  get  every- 
thing you're  entitled  to. 
That's  why  many  people  turn 
to  a  public  insurance  adjuster 
to  prepare  the  claim  and  ne- 
gotiate with  the  insurer.  "Our 
job  is  to  make  sure  we  get 
what's  coming  to  the  in- 
sured," says  Herman  Roth,  a 
Brooklyn-based  public  adjust- 
er. "Most  insurance  compa- 
nies are  honest — but  they're 
not  in  the  charity  busine.ss." 

Neither  are  public  adjust- 
ers. But  while  staff  or  inde- 
pendent adjusters  work  for 
the  insurance  companies,  pub- 
lic adjusters  are  paid  on  a  con- 
tingency basis  by  the  policy- 
holder. Fees  are  a  percentage 
of  the  recovery  and  are  nego- 


Looking  for  a  stock  mutual 
fund?  Chances  are  you're 
already  knee-deep  in  perfor- 
mance figures.  But  many  ex- 
perts say  you  shouldn't  stop 
with  total  return,  which  is 
price  changes  and  reinvested 
dividends.  Calculating  risk  is 
just  as  critical. 

When  experienced  inves- 
tors want  to  size  up  risk, 
they  use  at  least  one  statisti- 
cal measure  that  most  indi- 
viduals overlook:  "beta."  The 
meaning  isn't  immediately 
self-evident,  but  this  gauge 
goes  a  long  way  toward  as- 
sessing a  fund's  volatility. 

Commonly  associated  with 
measuring  volatility  of  indi- 
vidual stocks,  beta  tracks 
how  closely  a  fund  follows 
the  uf)s  and  downs  of  the 
stock  market.  It's  calculated 
by  lookuiJ-  at  the  month-to- 
month  fluotuatioM  of  a 
fund's  total  return  over  a 
three-year  period  compared 
with  similar  movements  of 
the  S&P  500-stock  index.  For 
purposes  of  comparison,  the 


tiable.  Adjusters  might  want 
about  10','  for  a  claim  up  to 
$1()0,0U0;  fees  taper  down  as 
claims  increase  in  size.  In  re- 
turn, they  do  everything  from 
interpret  your  policy  and  take 
inventory  to  help  secure  esti- 
mates for  specialty  items. 

Public  adjusters  are  partic 
ularly  helpful  in  commg  up 
with  alternatives  that  might 


not  occur  to  a  homeowner. 
Say  that  \i)nr  oak  floor  is 
ruined  by  a  fire,  along  with 
the  wall-to-wall  carpeting. 
Since  \uu'll  be  covering  the 
tldor  agaui  anyway,  you  could 
opt  to  uplacf  the  oak  with 
much  ctieaper  plywood,  ()oints 


out  Robert  Lucurell  of 
justers  International  in  S 
tie.  "But  you're  still  enti 
to  that  $10,000  for  the  h 
wood,"  he  says.  "You  c( 
take  the  difference  in  cost 
build  a  family  room." 
WORTH  A  CALL.  Gener 
speaking,  if  the  loss  is  u 
$5,000  it  may  not  pay  to 
an  adjuster,  says  Wayne 
ter  of  the  New  York  Sta 
surance  Dept.  But  others 
lieve  it's  worth  it  for 
about  any  size  claim. 

Critics  contend  that  p 
adjusters  are  "fire-truck 
ers"  who  prey  on  consu 
in  their  moment  of  weak 
Rather  than  negotiate 
best  settlement,  they 
some  adjusters  settle  cl 
quickly  to  get  the  fee. 

Before  you  hand  over 
claim,  get  references  thatl 
can  contact,  and  ask  to  si 
current  license — 42  states 
(pure  them.  Also,  check 
membership  in  the  Baltinj 
based  National  Associatioj 
Public  Insurance  AdjusI 
(NAPIA),  which  has  an  accl 
tation  program.  The  last  tl 
you  need  is  yet  anothei( 
saster. 


Smart  Money 

HOW  SAVVY  FUND  INVESTORS 
TALLY  THE  RISK 


S&P  500  is  assigned  a  beta  ui 
1.00.  A  fund  with  a  beta  of 
less  than  1.00  ih  less  volatile 
than  the  broader  market.  A 
figure  higher  than  1.00 
means  a  fund  is  more  vola- 


'Beta'  measures  a 
fund's  volatility 
against  the  S&P  500 


tile,  and  thus  its  risk — and 
potential  reward— is  higher. 

A  look  at  the  top  perform- 
ers so  far  this  year  illus- 
trates how  beta  can  be  used. 
The  Janus  Fund  generated  a 
total  return  of  47.2'/  through 
Sept.  8,  making  it  the  eighth- 


best  performer,  according  to 
Cnic ago-based  Morningstar. 
Better  yet,  its  beta  is  0.71, 
the  lowest  of  the  top  10 
funds.  By  contrast,  the 
Tvseiuielh  Century  Giftrust 
In\estors  fund,  which  gener- 
ated a  slightly  higher  return 
of  49.6'a  ,  has  a  beta  of  1.36 — 
meaning  it  is  more  vola- 
tile than  the  market.  So  in  a 
market  downturn,  it's  more 
likely  to  lose  more  value.  Ja- 
nus investors  received  al- 
most identical  returns,  while 
taking  less  risk. 
EXPERT  OPINION.  There  are 
drawbacks  to  beta.  For  one, 
it  isn't  statistically  valid  in 
comparing  specialized  funds, 
such  as  gold  funds,  which 
can  move  inversely  to  the 
stock  market  in  response  to 


bullion  prices.  Also,  b 
pegged  to  the  S&P,  is 
signed  only  to  measure 
U.  S.  equities  market. 

Bond  funds'  betas  are 
culated  using  Shearson 
man  Mutton's  Governm 
Corporate  Bond  Index, 
for  some,  such  as  junk- 
funds,  beta  isn't  meanin 
since  there  is  little  rel 
between  their  behavior 
the  broader  bond  marke 

Calculating  beta  take 
expert.  It's  best  to  co 
mutual  fund  directo 
available  at  broke 
houses  and  libraries, 
can  also  find  statistics 
volatility  in  services  prov 
by  firms  such  as  Morn 
star  (800  876-5005).  Morn 
star's  Mutual  Fund  Va 
costs  $55  for  three  mon 
sets  of  detailed  informa 
on  1,100  funds.  And  on  ( 
puter  disk,  BUSI^ 
week's  Mutual  Funds  St 
board — compiled  by  M 
ingstiir — also  includes  a  \ 
tility  measure.    John  Met 


i 
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These  days,  it's  common  practice  for 
copier  companies  to  make  everything  from 
toasters  to  bicycles.  However,  at  Mita,  we've 
refused  to  jump  on  the  bandwagon.  You  see, 
we  still  believe  the  only  way  to  make 
great  copiers  is  to  make  only  copiers. 

Which  may  explain  why  the; 
Mita  DC-5585  is  a  veritable  virtuoso  at  copying, 
^^^Jjhis  console  can  make  a  fast  55  copies 
per  minute.  Copy  on  both  sides.  Zoom  from 
64  to  141%.  Make  transparencies  with  "^^^^ 
backing  sheets.  Hold  3,550  sheets  of  paper.- 
v^^^^  It  can  even  automatically  enlarge 
or  reduce  originals  to  fit  any  paper  size. 

To  hear  more  about  the  DC-5585,'' '^Jff 
or  any  of  our  13  other  copiers,  simply  call 
*i^S^ll-800-ABC-MITA.  And  listen  to  a 
copier  company  that  toots  its  horn  about  its 
copiers.  Not  about  its  alarm  clocks. 


I  For  more  mformalion  write  Mita  Copystar  America.  Inc  ^ 
Post  Office  Box  599 ,  West  Paterson ,  New  Jersey  07424 .  I 


NAME 


COMPANY/TITLE 


ADDRESS 


CITY/STATE/ZIP 


Personal  Business 


Getting  Ahead 


THE  DELICATE  ART 

OF  DOING  BUSINESS  IN  JAPAN 


The  business  travelers  de- 
scending on  Japan  these 
days  are  more  and  more 
seasoned.  Before  they  go 
there,  they  patent  their  prod- 
ucts and  copyright  the  brand 
names  in  Japan.  They  avoid 
exclusive  sales  agreements 
with  a  single  distributor.  But 
some  still  refuse  the  cup  of 
green  tea  during  a  company 
visit.  "Why  don't  they  just 
take  it?"  complains  one 
official  at  a  major  Tokyo 
trading  company.  "It's 
so  simple,  but  refusing 
can  throw  off  the  whole 
pace  of  a  meeting." 

Little  things  can  still 
make  or  break  you  in 
Japan.  And  for  those 
who  know  that  con- 
tracts may  depend  on 
conduct  when  visiting 
there,  a  cottage  indus- 
try is  springing  up  to 
help.  There  are  dozens 
of  books  that  tell  you 
what's  reigi  (proper 
form)  and  what's  not. 
And  for  those  who  want 
to  leave  nothing  to 
chance,  there  are  full- 
blown courses. 

For  some,  these  courses 
come  not  a  moment  too  soon. 
Overall,  U.  S.  executives  re- 
ceive high  marks  for  having 
caught  on  to  cultural  differ- 
ences in  the  past  decade  or  so. 
"They're  no  longer  strangers 
to  this  market,"  says  Yoshi- 
hiko  Nagata,  general  manag- 
er of  corporate  planning  at 
Footwork,  a  marketer.  But  of- 
ficials still  emphasize  the  im- 
portance of  attending  to  de- 
tails when  approaching  a 
Japanese  company — and  of 
keeping  your  expectations  in 
check. 

BONE  UP.  Some  advice  is  just 
plain  common  sense?,  such  as 
reading  up  on  Japan  and  scan- 
ning annual  reports  of  compa- 
nies you  intend  to  visit.  Don't 
ask  a  bank,  for  example,  how 
it  ranks  in  Japan  or  globally 
or  how  well  it's  doing  back  in 
the  U.  S.  Know  the  answer. 


And  expect  the  officials  you 
meet  to  have  been  briefed  on 
you.  "If  necessary,  we  might 
even  check  with  private  inves- 
tigators," says  Keikichi 
Honda,  head  of  research  at 
Bank  of  Tokyo.  "It's  just  cus- 
tom. You  should  know  who  is 
visiting  you." 

You  should  also  avoid  call- 
ing on  a  Japanese  company 
without  an  introduction.  "A 


simple  rituals.  Exchanging 
business  cards  at  a  Japanese 
reception  may  remind  you  of 
the  Western  custom  of  shak- 
ing hands,  but  it's  different. 
Japanese  dutifully  study  each 
other's  name  cards  during  a 
greeting,  carefully  noting 
company  affiliation  and  rank. 
Hand  your  card  to  the  most 
important  person  first.  And 
when  you  receive  a  card, 
don't  just  give  it  a  cursory 
glance  and  stuff  it  in  your 
pocket. 

When  you  sit  down  to  a 
business  meeting,  a  few  rules 
are  crucial.  They  are: 
■  When   in   doubt,   bring  a 
translator.  The  head  of  Osa- 


meeting  is  not  tiiken  lightly  in 
Japan,"  says  Honda.  "When  a 
Japanese  meets  with  some- 
one, he  feels  committed  to 
continue  the  discussion."  If 
you  don't  know  anyone  else, 
approach  the  U.  S.  office  of 
the  Japanese  company,  hire  a 
consultant,  or  talk  to  your 
state  government's  represen- 
tative office  in  Tokyo. 

After  arriving  in  Japan,  ex- 
ecutives sometimes  get 
tripped  up  by  what  seem  like 


Worth  Noting 


■  GOGGLE-EYED.  Barracuda 
manufactures  prescription 
swim  goggles.  Also  available 
are  corrective  goggles  for 
skiing,  windsurfing,  and 
mountain  climbing.  Prices 
range  from  $95  to  $190.  Call 
800  .M7-8664  or  write:  Skyline 


ka's  $7  billion  international 
airport  project  still  tells  the 
story  of  a  U.  S.  construction- 
company  president  who  be- 
came indignant  when  he  dis- 
covered during  a  visit  that  the 
project  head  could  not  speak 
English. 

■  Don't  bring  your  lawyer. 
"The  important  thing  is  to 
build  a  relationship  on  trust," 
says  Mitsuya  Goto,  managing 
director  of  the  Japan  Center 
for  International  Exchange,  a 


NW  Inc.,  0224  S.  W.  Hamilton 
St.,  Portland,  Ore.,  97201. 
■  PCiNFO.  Info  World's  Con- 
sumer Product  Guide,  Vol- 
ume I  (Brady  Books,  $26.95), 
gives  hundreds  of  detailed, 
thoughtful  reviews  of  com- 
puter products  ranging  from 
high-end  accounting  soft- 
ware and  laptop  computers 
to  laser  printers  and  VGA  vid- 


nonprofit  trade  group.  "In 
ing  on  a  contract  will  lea' 
bad  impression  with  most 
anese."  When  the  time  coii 
be  content  to  close  a  deal 
a  handshake.  Leave  the  s 
ing  of  a  written  contrac 
later  meetings. 

■  Leave  your  humor  bel 
says  Bruce  Rosenthal,  a  i 
ager  with  Telerate  in  Jal 
Japanese  may  joke  befor 
after,  or  in  a  social  setl 
but  business  meetings  an 
business.  And  don't  make 
castic  comments  in  any  s: 
tion.  Japanese  tend  to 
them  literally. 

■  Accept  the  after-hours 
tation.  It's  almost  ineviti 

no  matter  how  the  n 
ing  goes.  And  don't 
the  natural  back-h 
question  about  whe 
you  may  bring  j 
spouse.  'I'hat  wouk 
awkward,  as  nont 
your  counterparts 
bring  theirs.  At  dir 
wait  for  the  toast  be 
you  drink  your  be 
and  keep  your  n< 
hor's  glass  full. 
■  The  host  picks 
subjects.  A  safe  oi 
\our  family — only 
brag  too  much 
•Johnny's  football 
Japanese  tend  to 
more  humble, 
about  their  child 
Avoid  more  busi 
discussions?  Not  necess? 
"It's  up  to  your  host," 
Keisuke  Ohmori,  an  offici 
Toshiba.  "If  he  has  a 
feel  for  you,  he  may  rais< 
topic."  This  can  be  a  chan 
smooth  over  differences. 
Bank  of  Tokyo's  Honda; 
the  end,  your  host  may  si 
could  not  agree  with  him 
I'll  still  give  him  my  bus: 
because  he  has  earnedP' 
trust.'  "  Ted  Holden, 
Sitzani/e  IVoollei/ 


eo  cards.  Most  of  the  p 
ucts  are  for  IBM  PCs 
compatibles. 

■  CHINESE  OILS.  More  1 
100  "contemporary  real 
paintings  by  30  Chinese 
ists  will  be  on  exhibit  and 
sale  at  the  Greenwich  W 
shop  Galleries  of  Southj 
Conn.,  from  Oct.  15  to  1 
12  (800  243-4260). 
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Why  stay  with  a  business  bank 
youVe  outgrown* 


luVe  achieved  great  business 

iccess,  only  to  discover  that 

)w  your  needs  outstrip  your 

inkers  expertise. 

Come  to  First  Interstate  Bank 

California. 

Our  business  bankers  can 
;lp  growing  firms  like  yours 
ach  their  full  potential  with 
rariety  of  flexible  services 


and  creative  programs. 

They  skillfully  design  financ- 
ing to  meet  the  special  needs  of 
expanding  companies. 

And  they  can  draw  on  the 
resources  of  other  experts 
within  First  Interstate  Bank  for 
cash  management,  investments, 
trust  services,  and  commercial 
real  estate  financing. 


Get  expertise  from  a  bank 
whose  capabilities  you'll  never 
outgrow.  Visit  your  nearest 
First  Interstate  office. 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  you? 


Member  FDIC 


1 20A-CA 


New  York's  Best  Business 
The  Newly  Renovated  Hallora 


ravel  Value: 
n  House. 


Contrary  to  popuUn  belief,  yiniam 
enjoy  a  luxury  hotel  room  on  the 
Edst  Siileof  multoxm  ManhLittiin 
at  a  very  reas(nv.ihL'  rate.  And  now 
timt  we've  completed  a  $20  millu m  i 
renovation  of  latest  rooms,  suites 
and  piSlic  areas,  Halloran  House 
offers  a  better  value  than  ex'er  be- 
fore. The  top  12  floors  now  feature  an  innovative 
club  concept  desired  for  the  busy  executive.  The 
club  floors  offer  exclusive  concierge  facilities  with  a 
reception  and  private  lounge  area  where  you  can 
enjoy  a  c(rmplimentary  c(mtinental  breakfast  daily, 
afternoon  tea  and  eveixing  cocktails.  There's  also 
a  neu- '  -usiness  center  complete  with  multi- 


lingiud  secretarud  services.  Plus 
telephi  me  jacLs  for  persi  mal  ci  m- 
puter  or  fax  machine  Ux  >kup.  Arid 
ivhen  It  amies  to  timing,  you'll 
find  St  >me  of  Neiv  York's  best  res- 
taurants right  in  our  oim  lobby. 
Frequent  guests  can  join  our  Gold 
Crest  ChS  arul  erijoy  additional 
amenities  and  a  significant  reducticm  in  rates.  Sit- 
uated an  Lexington  Avenue,  betwee7\  48th  and  49th 
Streets,  Halknan  House  is  an  ideal  hcatum  when 
business  brings  you  to  Manhattan.  At  Halloraj\ 
House,  you  dim't  have  to  cimpnmuse  on  luxury. 
For  mare  infrnmitum  and  reservatii)ns  cidl:  U.  S. 
800-225-09^9;  Camidn  800-854-3555. 


NEW  YORK 
525  Lexinj^ton  Avenue,  New  York,  N.Y  10017 
212-755-4000  Facsimile  212-751-3440 


1  20B-CA 


For  just  $100  they  can. 

ce  1961,  ACCION  International  has  been  helping  the 
or  and  hungry  feed  themselves  in  poor  urban  and 
al  communities  throughout  Latin  America  and  the 
ribbean.  In  these  desperately  poor  communities, 
'  ve  been  providing  hard-working  men  and  women 
h  otherwise  unattainable  fair-rate  small  business  loans, 
thout  these  fair-rate  loans,  thousands  of  shoemakers, 
kers,  artisans  and  street  vendors  would  be  unable  to 


make  a  living.  But  thanks  to  ACCION,  people  who  only 

one  year  ago  were  barely  able  to  keep  their  families  alive, 

today  have  paid  their  loans  back  in  full  and  have  been 

given  a  chance  to  better  their  lives. 

More  importantly,  they've  been  given  back  their  dignity. 

All  it  takes  is  for  you  to  tjelieve  in  them. 

For  more  information  or  to  send  a  contribution,  write  to 

ACCION  International,  1385  Cambridge  St.,  Cambridge, 

MA  02139  617-492-4930. 


ACCION  International 
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Never  give  an 

addict  a 
second  chance. 

Confront  someone  in  your 
company  who's  using  drugs. 
This  is  what  vouVe  hkely  to 
hear:  "111  never  use  drugs  agaii 
I  promise." 

But  drugs  He. 

Tlie  people  don't  lie.  The 
diTJgs  do. 

Dings  own  th( 
who  uses  them.  That's  the 
danger  of  addiction. 
The  addict  promises,  and  the 
dings  break  the  promise. 

You  have  to  say,  "Get  well 
or  get  out."  You  can't  afford 
to  give  an  addict  a  second 
chance.  The  addict  can  afford  | 
it  even  less. 

An  addict's  only  chance 
is  treatment.  If  you  don't  have 
a  treatment  progiam  in  your 
company,  please  call 
l-8(X)-843-4971.  That's  the 
National  Institute  on  Diaig 
Abuse  hot  line  for  managers 
and  CEOs.  It's  manned  by 
trained  employee  Assistance 
Progi  am  Planners  and 
designers,  from  Monday 
through  Friday,  9:00  a.m.  to 
8:(X)p.m.  Eastern  Time. 
Tliey  won't  tell  you  what  to 
do,  but  they  can  outline  the 
options.  Call  now:  please  don't 
pass  up  this  t  hance. 


II 
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Partnership  for  a  Drug-Free  America  ^ 


I 


PRESERVATION 

PLAN  ON  IT 


Planning  on  restoring  a  house,  saving  a  landmark, 
reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a  v^ealth  of 
experience  and  help  preserve  our  historic  and 
architectural  heritage.  Join  the  National  Trust  for 
Historic  Preservation  and  support  preservation 
efforts  in  your  community. 

Make  preservation  a  blueprint  for  the  future. 
Write; 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


WHO  IN  HIS  RIGHT  MIND  EATS 
RUNE  FOOD  ON  THE  GROUND? 


The  Chairman  of  Alaska  Airlines 
does.  So  does  every  other  key  execu- 
tive in  the  company 

It  happens  during  our  "officers' 
lunch"— a  twice-weekly  meeting 
where  our  top  managers  sink  their 
teeth  into  important  corporate  issues. 
Such  as  our  meal  service. 


After  all,  we  want  to  be  certain 
that  we're  serving  our  passengers  the 
kind  of  food  that  we  would  want  to 
eat  ourselves. 

That's  why  you  can  look  forward 
to  entrees  like  Chicken  Bordelaise  and 
Pasta  Alfredo,  all  prepared  with  fresh 
ingredients.  And  served  with  crisp 


green  salads  and  tasty  desserts. 

So  next  trip  up  or  down  the  w5t 
coast,  or  to  Mexico,  be  sure  to  fly  ' 
Alaska  Airlines. 

And  try  the  Chicken  Piccata.  oIf 
Chairman  highly  recommends  it. 

Alaska'CAirlincs 

^  i 


lex  to  Companies 

iex  gives  the  starting  page  for  a  story  or  fea- 
th  a  significant  reference  to  a  company.  Most 
aries  are  indexed  under  their  own  names, 
inies  listed  only  in  tables  are  not  included. 
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THE 
PENINSULA 

NEW  YORK 


GRACIOUS 


ACCOMMODATION 


INDEED 


ALIVE 


AND  WELL 


NEW  YORK 


CITY 


.\  tndy  great  hotel 
ill  the  city's  greatest  location 

Fifth  Avenue  and  55th  Street 


The  Peninsula,  New  York 

Tel:  (U12)  247-2200 
li.ll  Free:  (800)202-9467 

Tlie  Lcadmt;  Hotels  of  The  WorU. 
Toll  Free: (800) 223-6800 


Preferred  Hotels  Wf)rkl\vide 
Toll  Free:  (800)323-7500 

Sleigenberger  Reser\"ation  Service 
ToU  Frec:(800)223-5652 


THE  PLNINSULA 
N  t  W     >  O  R  K 

Peninsula 

GROUP 
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Everything  OS/2  can  do  for  you. . . 


OS/2"'  includes  a  built-in 
graphical  interface 
so  its  easy  to  use. 


OS/2  lets  vou  run  vour 

DOS  programs  plus  hundreds 

of  programs  DOS  can't. 


OS/2  lets  vou  run  programs  larger 
than  64()k.  so  vou  can  use 
more  powerful  applications. 


IBM  Operating  System/2" 

Installation  Diskette 


Version  1  10    Copyrigm  Inlernalional  Business 
Machines  Corp  19C1  1988 
Licensed  Material  -  Program  Properly  ol  IBM 
All  Rights  Reserved 

Copyright  Microsoft  Corp  1981-1988 
Note  to  US  Government  Users  -  RESTRICTED 
RIGHTS  LEGEND  -  Use.  duplication,  or  disclosure 
IS  subject  to  restnctions  in  GSA  ADP  Schedule 
Contract  with  IBM  Corp 


OS/2  provides  an  optional 
Communications  Manager 
which  allows  easy  networking. 


OS/2  lets  >f)u  keep  two  or  more 
■programs  running  at  the  same  tim? 
so  you  can  do  more. 


OS/2  lets  \on  take  advantage 
of  386"  power. 


OS/2  lets  >ou  take  full  athantage 
of  Micro  Channeir 


OS/2  provides  an  optional 
Database  Manager  to  make 
managing  information  easy. 


This  offer  lets  you  do  for  less. 

Rigfit  now.  when  vou  choose  OS/2,  you  can  get  from  $100 
lo  $1.()00  l)ack  on  the  kind  of  hea\  v  duty  memor\  tliat  only 
()S/2  can  handle.  Witli  this  offer,  the  more  memory  vou  huv  (up 
to  8Mh).  the  bigger  your  rebate. 

Plus  \ou  can  get  thousands  of  (k)ikirs  in  rebates  on  o\er  100 
different  OS/2  programs.  \ou  can  also  get  hundreds  of  dollars  back 
on  modems,  accessory  cards  and  hardware — all  the  things  that 
help  you  do  more  work  in  less  time  w  ith  OS/2. 

So  if  you're  ready  to  mo\e  up  to  all  the  real  ad\antages  of 
OS/2,  ask  your  IBM  Authorized  Dealer  about  these  rebates  today. 
1o  find  thr  (l.-aler  nearest  vou  call  1  800  IBM-2468.  ext  128.  ' 


0S|i2  Oy^-'S'iog  Sysiem;?  arid  McoC^annet  are  Ifa0e<*'-ant4  afvj  IBM  is  a  fegis'eretJ  iraOema'h  ol  irfle*f\ai'txiai  Susir^ess  Wacr>ines  Cooxwatior  386  is  a  ifadefnarV  oMniet  c  IBM  Corp 
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/  junk-bond  market  took 
I  tokeover  stocks.  Such  is- 
Voolworth,  Hilton  Hotels, 
iay  dropped  sharply.  On 
bonds  and  the  dollar 
big  hits.  Explanations 
•om  rumors  of  dollar  sales 
ideral  Reserve  Bank  of 
k  to  nervousness  over  the 
I  Group  of  Seven  meet- 
3  possible  West  German 
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he  overall  market  man- 
crank  out  o  small  in- 
ir  the  week. 


STOCKS 

Sept.      Mor.      Sept.      Sept.  14-20 


■  355  1500 


BONDS 

Sept.      Mar.      Sept.      Sept.  14-20 


THE  DOLLAR 

Sept.      Mor.  Sept. 


Sept.  14-20 


•  350  1350 


I   ■  I  345 


•  340  1050 


.  335  <)00 


Shearson  Lehman 
Treasury  Index 


1380  110 


1260  70 


J.  P.  Morgan 
index 


52-week  change 
+  28.2% 


1-week  change 
+  0.3% 


52-week  change 
+  7.3% 


1  -week  change 
-0.01% 


52-week  change 

+  2.4% 


1-week  change 
-1.3% 


IKET  ANALYSIS 


OCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

NES  INDUSTRIALS 
tPANIES  (Russell  1009) 
OMPANIES  (Russell  2000) 
IIPANIES  (Russell  3000) 

2683.9 
182.8 
176.2 
195.7 

0.2 
0.1 
-1.5 
-0.1 

28.4 
27.2 
19.2 
26.5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.1% 
8.2% 
3.1  % 
13.4 

7.8% 
8.1% 
3.1% 
13.3 

7.4% 
9.0% 
3.4% 
12.2 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

N  STOCKS 

Latest 

Week 

S2-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/ coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

324.9 
61.6% 
0.32 
2.30 

322.9 
67.1  % 
0.23 
2.09 

Positive 
Neutral 
Neutral 
Neutral 

(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
i)  (TSE  COMPOSITE) 

2369.6 
34,470.6 
3906.5 

-1.3 
0.5 
-0.3 

31.9 
24.4 
19.9 

ISTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 

fEEK  LEADERS 

4- week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

S2-week 

Price 

16.6 

-17.3 

NIKE 

25.6 

109.7 

591/2 

H  CARE  SERVICES 

13.8 

20.6 

GENENTECH 

30.4 

23.3 

22^/2 

GS  AND  LOANS 

10.7 

54.5 

GOLDEN  WEST  FINANCIAL 

14.6 

92.4 

28% 

UTER  SOFTWARE  AND  SERVICES 

7.3 

26.7 

ORACLE  SYSTEMS 

15.6 

114.5 

20% 

STIC  OIL 

6.4 

21.8 

UNOCAL 

14.7 

45.5 

543/4 

ITEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

% 

4- week 

change 

52-week 

Price 

PORTATION  SERVICES 

-6.4 

11.7 

FEDERAL  EXPRESS 

-7.0 

14.1 

51V8 

INE  TOOLS 

-6.1 

-13.5 

CROSS  &  TRECKER 

-20.0 

-39.5 

9 

FAQURED  HOUSING 

-4.8 

18.2 

SKYLINE 

-11.7 

14.3 

16 

BUILDING 

-4.3 

50.5 

U.  S.  HOME 

-18.2 

-52.6 

iVe 

SHINGS  AND  APPLIANCES 

-3.8 

12.6 

ZENITH  ELECTRONICS 

-16.8 

-34.5 

141/4 

rUAl  FUNDS 


MORNINGSTAR  INC 


:S 

k  total  return 


LIFETIME  EMERGING  GROWTH 

)MAN  OCEANOGRAPHIC  TECHNOLOGY 

PACIFIC  GROWTH 


I  total  return 


 % 

6.6 
6.1 
5.7 


3NAL  AVIATION  &  TECHNOLOGY  70  3 

R  SMALL  CAPITALIZATION  PORTFOLIO  69.5 
S  TWENTY  62.6 


LAGGARDS 
four-week  total  return 


STRATEGIC  GOLD/MINERALS 
KEYSTONE  INTERNATIONAL 
FIDELITY  SELECT  AMERICAN  GOLD 

52-week  total  return 


STRATEGIC  GOLD/MINERALS 
STRATEGIC  SILVER 
UNITED  SERVICES  LOCAP 


 % 

-10.0 
-4.8 
-4.3 

 % 

-18.3 
-3.4 
-1.2 


■  S&P  500 

ek  total  return 


ATIVE  PORTFOIIOS 


■mounts 
nt  the  present 
f  $10,000 
d  one  year 
each  portfolio 

iges  indicate 
total  returns 


U.  S.  .stocks 
$13,189 

-0.62% 


Foreign  stocks 
$12,652 

-1-0.98% 


Treasury  bonds 
$12,031 

-0.14% 


nil 


Money  market  fund 
$10,719 

-t-0.16% 


DATA  RESOURCES  INC 


Gold 
$8,687 

-1-0.57% 


>n  this  page  are  os  of  iBorltet  close  V/ednesdoy,  Sept.  20,  1989,  unless  otherv/ise  indicated, 
roups  include  S&P  500  companies  only;  pertormonce  ond  share  prices  ore  as  of  market  close 


Sept.  19.  Mutual  fund  returns  ore  os  of  Sept.  15.  Relative  portfolios  ore  valued  as  of  Stot.  19.  A  i 
detoiled  explanation  of  this  page  is  ovoiloble  on  request. 
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RUNNING  THE  ECONOMY 
WITH  THE  WRONG  FIGURES 


PiU'  the  poor  economists  who  put  too  much  trust  in  the 
latest  government  data.  Only  a  few  months  ago, 
many  were  warning  of  a  possible  recession — only  to 
be  jolted  by  sharp  upward  re\isions  in  emplo\Tnent  and 
retail  sales  numbers  that  suddenly  revealed  a  healthy  econo- 
my expanding  at  close  to  its  potential  growth  rate. 

What  happened  was  that  some  waj'ward  chickens  finally 
came  home  to  roost.  As  economist  David  D.  Hale  of  Kemper 
Financial  Services  Inc.  puts  it,  "the  cuts  in  spending  in  the 
Reagan  years  were  not  merely  at  the  expense  of  bureau- 
crats and  the  undeserving  poor.  They  also  affected  the  quali- 
ty of  data  collection  and  the  competence  of  the  people  staff- 
ing the  major  economic  agencies  in  Washington." 

The  irony,  as  a  new  report  from  Congress'  Office  of 
Technology-  Assessment  notes,  is  that  budget  cutbacks  oc- 
curred at  a  time  when  rapid  changes  in  the  U.  S.  economy 
were  making  reliable  and  timely  data  critical  for  informed 
decision-making.  In  the  decade  ending  in  1987,  for  example, 
the  number  of  export  and  import  documents  used  to  calcu- 
late trade  statistics  more  than  doubled,  to  15  million  annual- 
ly. Similarly,  the  input-output  tables  used  by  the  Bureau  of 
Economic  Analysis  in  recent  years  were  derived  from  the 
structure  of  the  economy  in  1977,  and  the  new  tables  to  be 
released  later  this  year  date  back  to  1982.  By  contrast,  Japan 
is  using  similar  tables  based  on  data  collected  in  1985. 

Clearly,  the  U.  S.  economic  statistical  effort  has  to  be 
reevaluated,  upgraded,  and  expanded.  In  today's  highly  com- 
petitive and  volatile  economic  climate,  poor  and  inadequate 
information  can  have  a  devastating  effect  on  the  decisions  of 
policymakers,  businesses,  and  the  financial  markets.  Earher 
this  year,  a  misleading  picture  of  a  sluggish  economy 
prompted  the  Federal  Reserve  Board  to  ease.  What  if  defi- 
cient data  at  some  future  date  were  to  lead  it  to  conclude 
that  the  economy  is  strong  when  it  is  really  weak? 


THE  VOODOO  LOGIC 

OF  CUTTING  CAPITAL  GAINS 


Congress  is  up  to  its  old  tricks.  Instead  of  attacking  the 
task  of  reducing  the  deficit  to  its  Gramm-Rudman  Act 
target  of  $75  billion  by  fiscal  1991,  legislators  are  busy 
suggesting  ways  of  cutting  taxes — on  the  dubious  premise 
that  ?;!ch  action  will  spur  investment,  reinvigorate  the  econ- 
omy, 1  bolster  revenues  in  the  long  run.  It  was  exactly 
this  kii!i]  f  voodoo  logic  that  helped  double  the  national  debt 
in  just  fiv    rears — from  1980  to  1985. 

Cutting  capital  gains  tax  to  spur  productive  invest- 
ment is  a  deb  ,iable  proposition  to  start  with,  but  the  House 
proposal  to  institute  such  a  cut  on  a  temporary  2V'2-year 
basis  is  particularly  disingenuous.  Sure,  it  is  likely  to  pro- 
duce a  one-time  surge  in  revenues — estimated  at  $3  billion  to 
$4  billion  annually  for  a  couple  of  years — mainly  from  rich 


investors  rushing  to  realize  paper  profits.  But  by  fiscal 
the  cut  would  be  costing  the  Treasury  an  estima 
billion  a  year  in  lost  receipts.  And  inevitable  press 
extend  it  before  it  expires  would  introduce  a  corrosivt 
of  uncertainty  into  the  tax  code. 

We  do  like  one  aspect  of  the  House  bill:  its  propoi 
index  the  capital-gains  tax  to  inflation  and  thus  en 
taxation  of  illusory  profits.  Since  indexing  would  help 
investors  more  than  wealthy  speculators  seeking  a 
killing,  it  would  be  more  fair  as  well  as  more  effi 
However,  because  it  would  entail  an  unacceptable  Ic 
revenues,  we  favor  indexing  only  if  it  is  balanced  v 
change  in  the  law  so  that  unrealized  capital  gains  Ci 
longer  be  passed  on,  forever  untaxed,  through  inherit 

Similarly,  a  good  case  can  be  made  that  the  1986  law 
too  far  when  it  wiped  out  deductible  individual  retir< 
accounts  (IRas)  for  most  taxpayers,  iras  do  appear  to  ei 
age  personal  savings.  And  since  the  government  is  sp^ 
the  "surplus"  of  the  Social  Security  trust  fund  as  quid 
it  can  lay  its  hands  on  the  money,  taxpayers  could  obvi 
use  a  break  in  saving  for  their  own  retirement. 

The  sticking  point  remains  the  measure's  price  ta 
estimated  $12  billion  over  the  next  five  years.  If  Con 
truly  believes  there  are  tax  preferences  such  as  capital 
or  IRAS  that  are  worth  restoring,  it  had  better  be  rea 
bite  the  bullet — either  by  raising  taxes  or,  preferabl 
cutting  some  of  its  favorite  spending  programs.  By  nox 
legislators  should  know  that  where  the  budget  def 
concerned,  there  is  simply  no  gain  without  pain. 


atS 

unL 


DON'T  LET  THIS  PENSION! 
'REFORM'  SNEAK  THROUS 


uried  within  the  huge  budget  bill  wending  ii^x< 
through  Congress  is  a  provision  requiring  ^ 
changes  in  the  way  pension  plans  are  manageiil^ 
proposal,  introduced  by  Representative  Peter  J.  Visir 
(D-Ind.),  would  force  the  nation's  872,000  single-emjf> 
pension  plans  to  set  up  boards  of  trustees  with  equal  t 
sentation  from  employers  and  workers  (BW — Sept.  2.^j 
spite  strong  business  opposition,  it  stands  a  good  chaJjj . 
passage — even  though  it's  a  solution  in  search  of  a  prep 
Visclosky  says  he  started  pushing  the  proposal  becai  i 
was  worried  that  pension  funds  were  being  used  to  fin;  c 
rising  tide  of  leveraged  buyouts  that  throw  employees  i 
work.  Yet  only  2'-^  of  pension  fund  assets  are  invested  B. 
pools  and  junk  bonds.  Corporate  fears  that  employee 
sentatives  would  put  their  social  agendas  ahead  of 
investment  policies  may  also  be  exaggerated,  since  all! 
ees  are  subject  to  the  stringent  rules  of  fiduciary-  resp 
bility.  Indeed,  the  proposal's  only  significant  effect  mi<"' 
to  discourage  some  employers  from  starting  pension  p\ 
an  outcome  that  would  hurt  rather  than  help  worker 
The  most  troubling  aspect  of  the  measure  is  lY 
implications  were  never  examined.  The  House  Educatfc 
Labor  Committee  simply  tacked  it  on  to  the  budgi  i' 
without  holding  hearings.  At  the  verj-'  least,  the  id(  A'- 
serves  a  public  airing  before  Congress  gives  its  appr  }'■ 
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'     INTRODUCING  A  NEW  CONVERTIBLE 
BUILT  AND  HANDCRAFED  IN  ITALY  BY  MASERATI. 


When  Maserati  builds  a  new  convertible,  you 
1  expect  your  driving  instincts  to  come  alive. 
You  con  expect  full  gouge  instrumentation 
;ted  in  a  sea  of  soft  Italian  leather  You  can 
)ect  a  16-valve  fuel-injected  Maserati  turbo,  a 
>-speed  manual  Getrog  tronsoxle'  and  four- 
eel  disc  Teves  anti-lock  braking, 
yyhen  Maserati  builds  a  new  convertible,  you 
1  expect  hond-foshioned  coochwork  of  the 
5st  European  craftsmanship  and  luxury  so 


complete  every  item  is  standard.  Among  the 
many:  both  a  hard  removable  roof  and  a  soft 
convertible  top. 

When  Maserati  built  this  convertible,  they 
made  it  everything  you  expect.  And  made  it 
exclusively  for  Chrysler  Motors. 

Chrysler's  TC  by  Maserati  is  backed  by 
Chrysler's  Crystal  Key  better  warranty  protec- 
tion than  Jaguar,  Porsche,  BMW,  Mercedes  or 
Rolls  Royce+ 


CHRYSLER'S  TC  W built  by  maserati-. 

For  information  and  the  nearest  authorized  dealer,  call  1-800-TC  COUPE: 

A  Chrysler  Turbo  II  engine  with  a  3  speed  automatic  tronsoxle  is  available  as  o  no  cost  option  '  See  copy  of  limited  warranty  at  deoler.  Some  restflctlons  apply.  BUCKir:  Hp  I  ( )(.!  VM 11^ 


increased  sales  to  $905  million  a  year,  making  it  the  fastest-growing  producer  in  the  v)ric 
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CORN  FLAKES 
CURE  CANCER? 


Of  course  not.  But  health  claims 
for  food  are  becoming  ridiculous. 
Here's  what  you 
should  know. 
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Plus: 

Healthy  eating  for 
executives  on  the  go 


Fay  Schroeder  had  a  problem.  She  needed 
a  quality  office  system  for  the  loan  opera- 
tions area  at  First  Commerce  Corporations 
lead  bank  in  New  Orleans.  But  aesthetics 
were  going  head  to  head  with  economics. 

"We  needed  a  comfortable  and  produc- 
tive working  environmentr  she  says.  "We 
certainly  wanted  it  to  look  nice.  But  since 
it's  a  back  office  area,  we  didn't  want  to 
spend  a  lot  of  dollars  on  it." 

As  First  Commerce  s  staff  designer  in 
charge  of  interior  planning,  Fay  evaluated 


several  competitive  products. 

Her  local  Steelcase"  rep  suggested 
Movable  Walls. 

"I'll  be  real  honest''  says  Fay  "I'd  always 
heard— especially  from  their  competition— 
that  Movable  Walls  was  the  pits.  A  product 
used  only  in  inexpensive,  governmental 
applications.  I  believed  them.  I  was  con- 
vinced that  people  who  specified  Movable 
Walls  were  embarrassed  to  admit  it. 

"Well,  I  was  wrong . . . 

"Movable  Walls  is  tough  and  durable.  It's 


imple  to  configure,  has  good  wiring  and 
abling.  And  flexibility.  I  was  impressed 
/ith  the  choice  of  surface  materials. 

"Working  with  these  options,  I  designed 
verything  from  data-entry  to  management- 
jvel  workstations— without  a  big  price  tag. 

"I'm  sold  on  Movable  Walls." 

Fay  is  not  alone.  Market  research  indi- 
ates  that  over  the  past  two  years  Movable 
Vails  has  become  one  of  the  most  sought-  ^ 
fter  systems  in  the  U.S. 

Respected  at  last. 


Steelcase 

I  hi'  ( tffu  f  i  tnin  ■nnirtii  (  nmpiinv 


fx,  itu>iritiln,ni,ii!<,n  ,  all!  '<I>()-1'!'!-'J</Vf  exf  'f 


11lie  NeXT'"  (Computer 
System  is  the  first  com- 
puter in  the  world  (and 
so  far  the  only)  to  use  read/ 
write/erasable  optical  storage. 
While  PCs  today  are  typically 
equipped  with  Winchester 
dri\es  that  store  20  to  40  MB. 
a  single  optical  disk  can  store 
256  MB.  Plus,  it  is  removable, 
for  portability  aiul  added  se- 
curity fhis 
dramatically 
new  tech- 
nt)logy  pro- 
\  ides  storage 
that  is  simul- 
taneously 
\  ast,  reliable  and  cost-effect i\  e 
-a  combination  unmatched  bv 
computers  of  any  size. 


2NeX'r  has  made  the 
power  of  I  IN  IX  "usable 
by  mere  mortals. 
I'NIX  is  the  high-performance 
operating  system  used  by 
workstations  to  achieve  true 
multitasking  and  superior  net- 
working. I  infortiinatelv,  it  has 
always  been  the 
antithesis  of  user- 
friendly  NeX1^  has 


3 


gi\en  I'NIXa  re\o- 
lutionary  new  inter- 
face-one that  is 
both  \isual  and  intu- 
iti\e. Now  computer 
users  of  e\  er\  le\  el 
can  instanth  w  ield 
this  tremendous 
power,  w  ith  no  tech- 
nical know  ledire  w  hatsoe\er 


'16  achie\  e  the  power 
needed  for  the  90s, 
NeXT  b\  passed  tradi- 
tional workstation  architecture 
and  went  directly  to  that  of 
a  mainframe.This  eliminates 
bottlenecks  and  attains  an 
extraordinary  le\  el  of  system 
"throughput"-the  true  mea- 
sure of  computer  performance. 
Only  through  the  use  of  VLSI 
(Very  Large  Scale  Integration) 
technology  could  this  architec- 
ture be  reduced 
in  size  so  that 
it  could  fit 
inside 
a  desk- 
top com- 
puter. Its 

a  mainframe  on  two  t  hifis. 


4 Wliile  PostScript '  haji  -., 
long  been  the  indusp 
standard  for  printin^U 
KcXT  has  made  it  fast  enoia 
to  also  be  used  on  the  displk; 
This  "unified  imaging  modcf'?  '^^.^ 
ensures  that  w  hat  you  see  k 


the  display  is  precisely  wh 
you  w  ill  get  on  paper.  AH  y 
work,  in  any  size  type  and  i 
degree  of  rotation  or  magni 
cation,  appears  w  ith  pertec 
'■)2-dots-per-inch  clarity  on  I 
NeXT  Megapixel  Display 
And  w  ith  laser  precision  at 
dpi  on  the  NeX1' Laser  Prir 


IN  THE  90s,WEM 
ONLY  TEN  REAL  BREA 

HERE  ARE  S 


I 


liiiiifliniiiiii  liiiiiiiiMlM  i  r..M 


The  NeXT  Computer 
I  System  is  the  first  to  be 

capable  of  producing 
|uality  sound.  Without  re- 
ig  any  additional  equip- 
.This  feat  is  made  possi- 
^  a  chip  that  has  been 
fically  designed  for  the 
)f  manipulating  sound- 
ligital  Signal  Processor 
|.  Because  this  processor 
idard 
;ry 

r 

ine, 
are 
opers 

e  able  to  call  upon  its  pow- 
;nrich  programs  we  use 
day  Now  computers 
ot  just  be  seen,  but  heard. 


6 NeXT  Mail  takes  elec- 
tronic communications 
beyond  anything  you  ve 
seen  on  a  personal  computer 
before.  Now  you  can  send  and 
receive  multimedia  mail-in- 
cluding text  (with  varied 
type  fonts,  styles  and  sizes), 
graphics  and  voice  messages. 
And  despite  its  high  le\  el  of 
sophistication,  NeXT  Mail  is 
so  intuitive, you  may  not  exer 
need  to  open  the  manual. 
NeXT  Mail  is  built  into  the 
system,  along  with  Ethernet 
andTCP/IR  so  theNeXl^ 


7 


Programmers  can 
create  software  on  the 
NeXT  Computer  up  to 
ten  times  faster  than  on  any 
other  computer-the  result  of  a 
breakthrough  called  NextStep." 
It  gives  soft\\are  developers 
the  pov\cr  to  create  the  graph- 
ical user  interface  portion  of 
their  applications  (often  the 
most  time-consuming  and  dif- 
ficult part) 
without 
any  pro- 
gramming 


Lip  Service 


|Te-,i 

Field  1 

Button  1 

Title  ■ 

Switch  _| 

-  Box  -j  y 

C  Radio 

r  Radio 

machine  can  quickly  become 
a  part  of  existing  networks. 


at  all. 
ill  is  revo- 
lutionary environment  means 
we  w  ill  see  more  programs, and 
better  ones,  in  less  time  than 
ever  possible  before. 


These  seven  breakthroughs 
will  change  the  way  we  use 
computers  in  the  9{)s.\Vhich  is 
why  Businessland,  the  leading 
supplier  of  computers  to 
corporate  America,  chose  the 
NeXT  Computer  System  as 
the  w  orkstation  they  will  offer. 
Callus  at  800-848-NeXTand 
we'll  send  you  a  28-page  bro- 
chure describing  the  NeXT 
Computer  Well  also  give  you 
the  address  of  your  nearest 
Businessland  Center.  There, 
you  can  experience  for  your- 
self the  first  seven 
breakthroughs 
of  the  90s.  And 
get  a  good  idea 
v\  here  the  next 
three  w  ill  come  from!' 


PROBABLY  SEE 
DUGHS  IN  COMPUTERS. 
I  OF  THEM. 


®  1989  NeXT,  Inc.  NcXT  is  a  trademark  of  NeXT.  Inc.  NextStep  is  a  registered  trademark  of  NeXT.  Im 
PostScript  IS  a  registered  trademark  of  Adobe  Systems.  Inc.  UNIX  is  a  registered  trademark  of  ATi.T 
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Change  from  last  week:  0.1% 
Change  from  last  year:  1.6% 

185   
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Chonge  from  last  week:  0.5% 
Change  from  last  year:  9.^"/© 
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The  production  index  edged  higher  in  the  week  ended  Sept.  16.  On  a 
seosonolly  adjusted  basis,  output  of  steel,  autos,  and  paperboard  rose.  Rail-freight 
traffic  jumped  sharply,  possibly  reflecting  the  increase  In  cool  shipments  since  the 
strikes  ended.  Trucks,  electric  power,  coal,  paper,  and  crude-oil  refining  posted 
declines.  Prior  to  calculation  of  the  four-week  moving  average,  the  index  also  gained 
slightly,  to  175.2  from  175  in  the  previous  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


The  leading  index  continued  to  gain  ground  in  the  week  ended  Sept.  16.  The  Id 
consecutive  weeks  of  increase  is  a  good  sign  that  the  economic  expansion  still  ho; 
some  running  room.  In  the  latest  week,  positive  indicators  included  lower  bond  yield: 
and  faster  growth  in  materials  prices,  real  estate  loans,  and  the  M2  money  supply.  Ir 
the  minus  column:  Stock  prices  fell,  and  business  failures  increased.  Before  calcuta 
tion  of  the  four-week  average,  the  index  rase  to  223.2  from  221.8. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


latest 
week 

Week 
ago 

7o  Change 
year  ago 

STEEL  (9/23)  thous.  of  net  tons 

1,754 

1,743  # 

-10.3 

AUTOS  (9/23)  units 

154,387 

141,423r# 

4.7 

TRUCKS  (9/23)  units 

78,834 

69,628r# 

-10.0 

ElEQRIC  POWER  (9/23)  millions  of  kilowatt-hours 

53,091 

56,630  # 

0.0 

CRUDE-OIL  REFINING  (9/23)  thous.  of  bbl./doy 

13,747 

1 3,800  # 

7.5 

COAL  (9/16)  thous.  of  net  tons 

1 9,647  # 

17,986 

0.2 

PAPERBOARD  (9/16)  thous.  of  tons 

740.9  # 

743.8r 

2.8 

PAPER  (9/16)  thous.  of  tons 

709.0  # 

708.0r 

-4.8 

LUMBER  (9/16)  millions  of  ft. 

527.1  # 

410.8 

4.9 

RAIL  FREIGHT  (9/16)  billions  of  ton-miles 

19.6# 

17.4 

-1.0 

Sources:  Americon  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  Americon  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/27) 

141 

145 

134 

GERMAN  MARK  (9/27) 

1.88 

1.94 

1.88 

BRITISH  POUND  (9/27) 

1.61 

1.58 

1.69 

FRENCH  FRANC  (9/27) 

6.36 

6.56 

6.40 

CANADIAN  DOLLAR  (9/27) 

1.18 

1.18 

1.22 

SWISS  FRANC  (9/27) 

1.63 

1.68 

1.59 

MEXICAN  PESO  (9/27)^ 

2,593 

2,585 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  L 
British  pound  expressed  in  dollars. 

.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week    %  Change 
ogo     year  ago 

GOLD  (9/27)  $/f,oy  oz. 

369.000 

362.750 

-6.7 

STEEL  SCRAP  (9/26)  #  l  heovy,  $/ton 

106.50 

107.50 

-14.8 

FOODSTUFFS  (9/25)  index,  1967=  100 

212.3 

211.4 

-8.8 

COPPER  (9/23)  « /lb. 

143.3 

138.5 

20.2 

ALUMINUM  (9/23)  */lb. 

76.3 

78.3 

-32.4 

WHEAT  (9/23)  1 2  hard,  $/bu. 

4.11 

4.18 

9.0 

COTTON  (9/23)  strict  low  middling  1  - 1  / 1 6  in.,  ^/Ib. 

68.84 

68.57 

26.4 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


STOCK  PRICES  (9/22)  S&P  500 


346.50 


346.01 


CORPORATE  BOND  YIELD,  Aaa  (9/22) 


8.98% 


8.98% 


INDUSTRIAL  MATERIALS  PRICES  (9/22) 


106.2 


105.8 


BUSINESS  FAILURES  (9/ 15) 


221 


211 


REAL  ESTATE  LOANS  (9/13)  billions 


$344.2 


$342.5 


MONEY  SUPPLY,  M2  (9/1 1)  billions 


$3,145.1  $3,135.7r 


INITIAL  CLAIMS.  UNEMPLOYMENT  (9/9)  thous. 


311 


319 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  {index:  1980=100),  Outu 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seo^- 
olly  adjusts  data  on  business  failures  and  real  estate  loons. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 


Month 
ago 


%Ch 
year 


PERSONAL  INCOME  (Aug.)  annual  rate,  billions      $4,466.2  $4,446.7r 


ORDERS  FOR  DURABLE  GOODS:  MFG.  (Aug.)  billions  $126.7  $122.1r 
BUDGET  SURPLUS  OR  DEFICIT  (-)  (Aug.)  millions  -$22,150  -$18,239 


REAL  GROSS  WEEKLY  PAY  (Aug.) 


$165.89  $167.03r 


Sources:  Commerce  Dept.,  Treasury  Dept.,  BL5 


MONETARY  INDICATORS 


Latest 
week 


Week 
ago 


7cChd 
yean 


MONEY  SUPPLY,  Ml  (9/1 1) 


$782.1 


$774.7 


BANKS'  BUSINESS  LOANS  (9/13) 


316.1 


318.5 


FREE  RESERVES  (9/20) 


487 


431r 


NONFINANCIAL  COMMERCIAL  PAPER  (9/1 1 ) 


127.1 


126.2 


Sources:  London  Wed.  finol  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expresse(  K 
a  two-week  period  in  millions). 


MONEY  MARKET  RATES 


Latest 

Week 

week 

ago 

o<l 

FEDERAL  FUNDS  (9/26) 

9.05% 

8.94% 

PRIME  (9/27) 

10.50 

10.50 

10.0 

COMMERCIAL  PAPER  3-MONTH  (9/26) 

8.74 

8.62 

8.1 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/27) 

8.29 

8.75 

8.1 

EURODOLLAR  3-MONTH  (9/20) 

8.75 

8.84 

8.2 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  are  seasonally  odjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipr 
1  —  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  —  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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The  four 
most  feared 

wDidsinthe 
automotive 
industry 


It's  just  a  car.  But  then,  what  a  car.  The 
Honda  Accord  is  a  great  automobile  and 
everybody  knows  it. 

Certainly  nobody  knows  it  better  than 
other  car  makers.When  Honda  introduces 
a  new  Accord,  they  return  to  their  drawing 
boards. This  has  been  going  on  for  fourteen 
years,  ever  since  the  first  Accord. 

Now,  a  new  year  and  a  new  Accord. 

The  new  Accord  is  bigger  and  better. 
There  is  more  room  inside,  the  ride  is  more 
comfortable  and  the  car  is  more  responsive 
under  all  driving  conditions. 

Because  Honda  also  goes  back  to  the 
drawing  board. 

The  new  Accord  was  redesigned  and 
re-engineered  to  create  an  entirely  new 
automobile.  One  that  raises  the  quality  of 


driving.  A  car  more  attuned  to  the  driver. 

The  lines  of  the  car  are  smooth  and 
flowing.  Flat  surfaces  and  contours  blend] 
harmoniously  The  front  of  the  car  rounds  ti 
the  wind  and  stylish  new  headlights  mounf 
flush  to  the  airflow. 

A  large  increase  in  glass  area  improves 
visibility.  You  will  find  comfortable  space 
between  yourself  and  others  inside  the  caf; 

Since  the  new  Accord  is  longer  and  mo^ 
solid,  we  ve  redesigned  and  refined  the  foi 
wheel  double  wishbone  suspension  systei 
Also,  the  body  is  tighter  and  more  rigid.  Ri( 
and  handling  are  noticeably  improved. 

One  thing  very  difficult  to  notice  is  wii 
noise  at  highway  speeds.  It's  almost  beyoi 
human  hearing. 

New  body  constmction  contributes  tol 


Linodudng  t 


km'  J 


T)  ©  IW9  Amcncan  Hindi  MoM  f  ki  .  li 


ftl 


ality  feeling.  In  fact,  before  you  get  into 
lew  Accord,  open  and  close  the  door  a 
Liple  of  times.  You'll  hear  what  we  mean. 

Once  inside  the  car,  you  will  see  the  soft 
faces,  the  lack  of  seams  and  the  logical 
icement  of  instruments  and  controls.  You 
11  sense  a  bright,  airy  environment  that 
mediately  puts  you  at  ease. 

The  front  seats  are  larger  with  greater 
3port.  Rear  seats  contour  to  the  shape  of 
I  interior.  The  rear  seat  cushion  is  formed 
m  one  piece  of  foam. 

Door  panels  and  the  instmment  panel 
;  each  moulded  as  one  whole  piece.  The 
adliner  is  also  made  from  a  single  piece. 
;  recessed  for  the  passenger-assist  handles 
d  windshield  visors.  Everything  fits  the 
y  it  should,  nice  and  flush. 


A  new  ventilation  system  assures  your 
comfort.  It's  quiet  and  efficient. 

Under  the  aggressive  looking  and  low 
sloping  hood  is  a  new  and  larger  fuel-injected 
engine.  It  has  more  horsepower  and  torque 
for  improved  performance.  Innovative  Honda 
technology  keeps  the  new  engine  mnning 
smoothly  and  quietly. 

There  is  a  new  four  speed  automatic 
transmission  available  that's  compact  and 
smooth  shifting.  And  a  new  strong,  smooth 
five  speed  manual  transmission. 

The  objective  of  the  new  Accord  is  to 
let  you  focus  on  the  one  thing  every  car  is 
made  for.  Driving. 

You  will  have  to  drive  it  to  believe  it. 


;  newAccord. 
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WHO'S  THREATENING 
WHOSE  PRIVACY? 


1 


IS  nothing  private?"  (Cover  Story, 
I  Sept.  4)  paints  the  consumer  credit 
reporting  industry  with  a  rather  broad 
and  unsavory  stroke.  While  there  is 
nothing  stated  that  is  totally  untrue,  the 
article  uses  half-truths  and  isolated  ex- 
amples. It  mixes  the  activities  of  various 
segments  of  other  infor- 
mation-gathering indus- 
tries and  government 
agencies  to  give  the  ap- 
pearance that  credit  bu- 
reaus are  profiting  enor- 
mously from  invading 
the  privacy  of  the  U.  S. 
population. 

Your  article  fails  to 
inform  your  readers 
that  the  Fair  Credit  Re- 
porting Act  gives  the 
American  consumer 
more  rights  regarding 
their  credit  file  than  any 
other  record  being  main- 
tained on  them.  You  have  unfairly  sul- 
lied an  industry  that  is  necessary  to  sus- 
tain the  economy  we  all  enjoy. 

Edward  J.  Corr 
Executive  Vice-President 
Credit  Bureau  of  Milwaukee  Inc. 

Milwaukee 

Your  excellent  article  pointed  out 
how  easy  it  is  to  purchase  personal 
financial  data  from  credit  bureaus. 
While  it  is  also  very  easy  to  enter  infor- 
mation into  the  data  banks,  it  is  ex- 
tremely difficult  to  remove  erroneous 
data  from  established  records. 

For  almost  a  year  I  have  been  battling 
by  phone  and  mail  with  a  major  retailer 
that  merged  my  credit  files  with  those 
of  a  delinquent  customer  with  a  name 
similar  to  mine. 

I  have  been  denied  credit,  and  I'm  hav- 
ing problems  with  an  employment  inves- 
tigation because  of  this  error.  The  credit 
bureau  that  merged  my  files  with  the 
deadbeat's  credit  records  is  taking 
months  to  straighten  out  a  mess  that 
took  only  a  few  seconds  on  a  computer 
terminal  to  create. 

As  the  article  pointed  out,  there  are 


many  loopholes  in  the  laws  governir 
credit  records.  The  ability  to  enter  inal 
•  curate  data  into  credit  files  and  repoij 
false  credit  information  with  impunity 
one  of  them. 

John  J.  Casso] 
New  YorJ 

Security  of  personal  and  business  i:' 
formation  is  hard  to  achieve.  Secuii 
ty  is  costly,  time-consuming,  and  obno'! 

ious  to  business  ope 
ations.  Managers  ar 
private  citizens  alii 
must  accept  the  fal 
that  they  will  nev( 
have  complete  privac 
No  amount  of  legisll 
tion,  news-media  revelj? 
tion,  or  industry  agreft 
ments  will  take  back  t% 
information  already 
vealed.  Informatid 
gathered  in  the  futuj 
will  be  gathered  in  spij 
of  new  laws. 

When  you  want  pri\| 
cy,  you've  got  to  wo|ji| 
hard  to  keep  just  17"  of  your  informatitfii 
secret.  The  other  99%  is  already  filjl 
away  in  the  data  banks. 

Dave  Mail 
Anguifcj 
British  West  Indf 

The  Privacy  Act  of  1974  was  based 
a    simple    principle — informati 
about  an  individual  gathered  for  o' 
purpose  should  not  be  used  for  anoti 
purpose  without  the  individual's  conse 
It's  still  a  good  rule.  If  the  credit 
reaus  and  direct-marketing  firms  w 
to  sell  information  on  individuals,  t' 
should  first  obtain  permission.  Oti 
wise,  no  sale.  That's  simple  fairness 
the  best  way  to  protect  personal  privaj 
Marc  Rotenbi 
Direc 

Computer  Professionals 
Social  Responsibil 
Washing 


y  father  told  me  that  one  of 
I  biggest  fears  of  the  public  at 
time  Social  Security  cards  were  first 
sued  was  that  use  of  the  number  wo 
degenerate  into  a  police  state-like  trs 
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Add  color  to  your  communications  and 
be  the  one  they  remember.  A  copy  center  with 
a  Kodak  ColorEdge  copier  can  do  it  in  minutes. 
Call  1 800  255-3434,  Ext.  151. 

Color  makes  the  difference.  Color  makes  your 
presentations,  reports  and  overheads  more 
memorable.  And  its  quick  and  easy.  A  copy 
center  near  you— the  one  with  the  Kodak 
ColorEdge  copier-duplicator— can  copy  your 
color  originals,  or  even  add  color  to  your 
black-and-white  originals!  ColorEdge  copiers, 
the  worlds  fastest  color  copiers,  deliver 
the  color  quality  you'd  expect  from  Kodak, 
23  times  a  minute.  Call  for  the  name  and 
address  of  the  color  copy  center  in  your  area. 

Kodak  ColorEdge  copier-duplicators. 


At  last! 

A  new  HP 

LaserJet 

just  for 
you. 


At  only  $1495;  it's  got  your  name  on  it. 


'Suggested  U.S.  list  prices: 
LaserJet  IIP  $1495; 
LaserJet  Series  II  $2(395. 
Dealer  prices  vary. 


The  HP  LaserJet  printer 
family  has  expanded— 
in  a  small  way. 

The  new  HP  LaserJet  IIP 
fits  right  on  your  desk.  And 
comfortably  into  most 
budgets.  (It's  almost  half 
the  price  of  the  powerful 


LaserJet  Series  ir-the 
printer  of  choice  for  sharing 
or  handling  heavier  work- 
loads.) And  it's  compatible 
with  the  LaserJet  Series  II 
and  virtually  all  popular 
PC  software. 

So  now  you  can  produce 


Inst 

(low 
lari; 

Tlio: 


text  and  graphics  to  be 
proud  of.  Right  on  the  spot. 
Instead  of  at  a  distance, 
down  the  hall  at  the  secre- 
tarial pool  or  on  a  PC 
network. 

Those  polished,  profes- 
sional presentations,  letters 


and  docu- 
ments emerge 
at  a  quiet  four  pages  a 
minute.  And  the  printer's 
handsome  styling  makes 
your  office  look  good,  even 
when  it's  not  printing. 

So  call  1-800-752-0900, 


Ext.  277J  for  your  nearest 
authorized  HP  dealer  And 
get  an  HP  LaserJet  IIP  of 
your  very  own. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


T 


ing  system  ("Never  mind  your  number — 
they've  got  your  name,"  Sept.  4).  The 
federal  government  at  the  time  assured 
all  that  this  would  not  be  the  case.  I 
guess  Dad  was  right  again. 

Jay  van  der  Schmetz 
Cleveland 

DO  'TRANSPLANT'  CARS  PUT 
AMERICANS  OUT  Of  WORK?  

In  "Shaking  up  Detroit"  (Cover  Story, 
Aug.  14)  there  was  one  point  that  re- 
ferred to  a  report  issued  by  the  General 
Accounting  Office  that  was  in  error.  The 
article  states  that  a  study  by  the  GAO 
put  the  transplants'  (U.  S.  and  Canadian 
auto  plants  owned  or  co-owned  by  Japa- 
nese auto  companies)  1988  average  do- 
mestic content  at  SS7< ,  against  887'^  for 
the  Big  Three,  and  that  that  difference 
cost  Americans  2.5,000  jobs  last  year. 
That  information  is  a  misstatement  of 
my  June  27,  1989,  letter  to  Senator  Lloyd 
Bentsen. 

My  letter  referred  to  a  387'  domestic- 
sourcing  ratio,  i.e.,  the  procurement 
of  domestic  materials,  parts,  and  compo- 
nents. This  was  a  moderate  improve- 
ment over  the  307'  in  1987.  Domestic 
content  includes  the  value  added  at 


the  assembly  and  wholesale  levels,  and 
was  about  607'  in  1988. 

Our  25,000  job-loss  estimate  was  a  net 
number  that  took  into  account  the  em- 
ployment effects  of  a  number  of  key 
factors,  only  one  of  which  was  the  dif- 
ference in  domestic-sourcing  ratios.  The 
net  number  also  reflects  differences  in 
assembly  labor  as  well  as  the  assump- 
tion that  257'  of  the  transplants'  produc- 
tion displaces  imports  rather  than  Big 
Three  production. 

Allan  I.  Mendelowitz 
Director 

Trade,  Energy  &  Finance  Issues 
National  Security  & 
International  Affairs  Div. 
General  Accounting  Office 
Washington 

ASHER  EDELMAN 

OFFERS  SOME  NUMBERS  

Regarding  "A  raider  tries  to  beat 
Asher  Edelman  at  his  own  game" 
(Top  of  the  News,  Sept.  25),  in  the  first 
nine  months  of  Datapoint's  fiscal  year 
ended  Apr.  30,  1989,  the  company  had  a 
gain  in  its  investments  of  $5,381,000,  not 
a  loss  of  $6.4  million  as  you  reported. 
Moreover,  my  affiliates  and  associates 


and  I  made  approximately  $40  millionin 
our  Lonrho  investment — not  $23  milli.i. 

Asher  B.  Edelnji 
Chairnja 
Datapoint  Ccjt. 
San  AntolE) 

WOMEN'S  COLLEGES 
SAY  'YES'  TO  SCIENCE  

Your  article  "The  women  who 
scaling  high  tech's  heights"  (I 
ence  &  Technology,  Aug.  28),  was  n 
insightful  profile  of  women  with  int^ 
gence  and  determination  who  have 
celled  in  careers  traditionally  domina! 
by  men.  Further,  it  dispelled  the  notjs 
that  women  are  not  capable  of  advar^ 
ment  in  technical  or  scientific  fields. 

Your  story,  however,  neglected  to  ;k 
one  important  question;  How  can  we  i- 
courage  more  women  to  pursue  care> 
in  science  and  technology?  On  this  fret, 
women's  colleges  are  providing  i 
swers — and  results. 

Statistics  support  what  women's 
lege  advocates  have  long  known — ti 
they  provide  the  role  models  and 
encouragement  for  women  to  en 
math  and  science  professions.  An 
coming  Women's  College  Coalition  sti 


1989  Cemel  Corporaiion 
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For  more  information:  write  Centel  Corporation,  Dept.  A,  8725  Higgins  Road.  Chicago,  IL  60631. 


reals  that  for  the  past  15  years,  stu- 
nts at  women's  colleges  are  consis- 
itly  two  to  three  times  more  likely  to 
ijor  in  economics,  math,  and  science 
m  women  at  coed  institutions. 
The  Great  Lakes  College  Assn.  also 
s  found  that  women's  colleges  are 
3portionately  overrepresented  in  the 
mber  of  doctoral  degrees  awarded  to 
aduates  in  math,  medicine,  and  life 
d  physical  sciences.  Part  of  these  find- 
's can  be  attributed  to  the  fact  that 
)re  than  50%  of  the  faculty  in  these 
iciplines  at  women's  colleges  are  wom- 
,  vs.  15%  at  coed  colleges. 
Women's  colleges  are  offering  women 
lovative  programs,  while  at  the  same 
le  they  are  opening  doors  for  minor- 
js  as  well. 

Anita  Pampusch,  Chairperson 
Women's  College  Coalition 
Washington 

SE  UP  AND  SMITE 

IE  DRUG  DEALERS  

rhe  declaration  of  war  on  the  Colom- 
bian government  by  the  drug  cartels 
reminiscent  of  the  gang  of  rustlers 
10  rode  in  to  take  a  Midwestern  town 
3an  the  drug  lords  be  dethroned?" 
ip  of  the  News,  Sept.  11).  It  was 
ly  when  the  populace  rose  up  in 


CORRECTIONS  &  CLARIFICATIONS 

In  "Smoke  signals  on  BAT  and  Ameri- 
can Brands"  (Inside  Wall  Street,  Sept. 
11),  Benson  &  Hedges  cigarettes 
should  have  been  referred  to  as  an 
American  Brands  product  in  Britain. 

A  caption  in  "Sixty  years  of  American 
business"  (An  Anniversary  Photo  Es- 
say, Sept.  25)  identified  Richard  Nixon 
as  the  first  President  since  FDR  to  win 
election  to  two  terms.  Dwight  Eisen- 
hower was  elected  to  two  terms,  in 
1952  and  1956. 

In  "T.  Boone  goes  on  the  offensive"  (In 
Business  This  Week,  Oct.  2)  the  correct 
spelling  of  the  company  in  which  T. 
Boone  Pickens  Jr.  is  raising  his  stake  is 
Koito  Manufacturing. 


concert — and  possibly  hired  a  strong, 
fearless  marshal — did  they  drive  out  the 
outlaws. 

The  drug  problem  will  be  solved  only 
when  the  people  rise  up  en  masse  in  a 
rage  and  call  a  halt  to  the  demand  for 
drugs.  Throwing  money  at  the  problem 
will  not  do  the  job. 

John  J.  Giba 
Tequesta,  Fla. 


NEWSSTAND  SALES: 

AND  THE  WINNER  IS. . .  

Your  recent  article  "Alien  bean- 
counters  invade  The  Enquirer" 
(Top  of  the  News,  Sept.  11)  states  the 
following:  "Only  TV  Guide,  Woman's 
Day,  and  Family  Circle  sport  higher 
newsstand  sales." 

Your  reporter  needed  to  specify  that 
he  was  tabulating  newsstand  sales  as 
unit  sales  per  issue.  By  ignoring  this 
clarification,  the  writer's  statement  is 
extremely  misleading. 

In  the  industry,  newsstand  sales  usu- 
ally refer  to  overall  newsstand  dollar 
sales.  Using  this  standard,  Tl'  Guide 
ranks  as  No.  1,  People  comes  in  second, 
and  National  Enquirer  ranks  third,  ac- 
cording to  the  first  half  of  the  1989  Au- 
dit Bureau  of  Circulation  Fas-Fax  re- 
sults. 

William  I.  Barber 
Assistant  Account  Executive 
People 
New  York 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020.  Fax:  (212)  512-6875, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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CENTTEL 

A  star  IS  born  And  Centel  helps  spread  the  word  even 
more  quickly  and  clearly  than  ever,  thanks  to 
technical  advances  in  fiber  optics  and  digital  svi/itching- 

areas  in  which  our  telephone  operations  have 
demonstrated  innovative  leadership  for  years  The  same 

is  true  of  our  cellular  system,  already  second  in 
number  of  markets  served  and  growing  fast  All  of  which 
helps  us  bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

■  Telephone  •  Cellular  Communications  ■ 
•  Business  Systems  •  Power  DistributKm  ■ 


Daewoo  is  a  partner  you  can  count 
on.  That's  why  some  of  the  most 
respected  and  important  names  in 
business  throughout  the  world 
have  formed  partnerships  with 
Daewoo.  Our  partnerships  are 
with  all  kinds  of  companies  involved 
in  the  financing  and  manufacturing  of 
everything  imaginable.  For  instance,  we're 
helping  to  build  one  of  the  most  highly 
advanced,  versatile  helicopters  on  the  mar- 
ket, a  true  workhorse,  capable  of  lifting 
three  times  its  own  weight.  It  is  this  true 
dedication  to  partnership  that  has  helped 
Daewoo  to  become,  in  just  over  20  years, 
an  international  leader  in  such  diverse  indus- 
tries as  automotives  and  aeronautics, 
computers  and  heavy  machinery,  finance 
and  telecommunications.  Find  out  how 
Daewoo  is  the  perfect  partner 
you've  been  looking  for 


Daewoo's  wide  range  of  partnerships  includes  state-of-the-art  helicopters 


Daewoo  International  (Amenca)  Corp.  (212)  909-8200. 
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RUST  TO  RICHES:  THE  COMING  OF  THE  SECOND  INDUSTRIAL  REVOLUTION 

By  John  Rutledge  and  Deborah  Allen 
Harpers  Row  .  207  pp  .  $19  95 


WILL  THE  BABY  BOOMERS 
BAIL  OUT  AMERICA? 


Among  economists,  the  most  popu- 
lar tune  these  days  seems  to  be  a 
dirge  for  the  U.  S.  The  sun  is  set- 
ting on  the  American  Century,  goes  the 
refrain.  We're  too  lazy  and  too  much  in 
debt  to  remain  a  major  productive  and 
political  force. 

In  Rust  to  Riches:  The  Coming  of  the 
Second  Industrial  Revolution,  John 
Rutledge  and  Deborah  Allen  of  the 
Claremont  Economics  Institute  argue 
that  the  funeral  planning  is  premature. 
With  teamwork  and  lots  of  savings,  they 
say,  the  U.  S.  can  retain  its  preeminence 
in  the  global  economy. 

The  strongest  section  of  their  book 
gives  an  overview  of  what  went  wrong 
during  the  1970s  and  1980s.  High  infla- 
tion and  quirky  tax  shelters  shifted 
America's  investment  dollars  toward 
building  hotels  and  shopping  centers. 


Such  real  estate  made  for  great  tax 
write-offs,  the  authors  point  out,  but  it 
didn't  enhance  our  productivity  or  our 
ability  to  compete  with  Japan. 

Meanwhile,  the  first  wave  of  baby 
boomers — that  lump  in  America's  popu- 
lation curve  that  includes  all  those  born 
between  1946  and  1964 — reached  adult- 
hood and  discovered  the  wonderful 
world  of  conspicuous  consumption.  All 
that  spending  left  little  money  to  save. 
Hello,  yuppie.  Good-bye,  passbook. 

The  Reagan  Administration  promised 
that  massive  tax  cuts  in  the  early  1980s 
would  produce  a  supply-side  miracle. 
But  they  didn't.  Although  economic 
growth  recovered  from  back-to-back  re- 
cessions, and  inflation  came  down,  the 
federal  deficit  skyrocketed.  And  since 
Americans  weren't  saving,  foreigners 
had  to  buy  all  those  extra  Treasury 


bonds.  The  results:  a  public  debt  tit 
has  tripled  during  this  decade,  an  adic-  i 
tion  to  foreign  money  and  goods,  es2- 
cially  from  Japan,  and  a  feeling  aroid 
the  world  that  America  is  about  to  aid-  i 
cate  its  long  reign  as  the  global  econcp-  ; 
ic  leader. 

Rust  to  Riches  then  proceeds  to  w 
why  this  won't  happen.  And  that's  wlai 
the  book  begins  to  stumble.  Rutlecjt 
and  Allen  contend  that  a  tidal  wave>f 
savings  is  coming  to  the  rescue.  To  sup- 
port their  argument,  they  call  on  it 
life-cycle  theory.  That  is,  people  tendx 
spend  more  than  they  earn  early  in  '*e 
to  buy  a  home  and  furnishings,  to  rae 
children,  and  to  enjoy  some  luxury.  Lt 
er  on,  families  start  to  think  about  jt 
future  and  devote  more  of  their  incoie 
to  savings.  Now  that  the  first  bjn, 
boomers  are  entering  their  40s,  they  ^il; 
start  building  hefty  nest  eggs  for  tlir 
children's  college  tuition  and  their  ct: 
retirement. 

That  shift  toward  thriftiness,  the  u- 
thors  project,  will  cure  our  economic  s.  | 
Higher  domestic  savings  will  push  dcTi  | 
interest  rates,  reduce  our  need  to  It- 
row  from  foreigners,  and  encoun-je  i 
companies  to  invest  in  productivity  n-  ! 
hancing  equipment.  In  the  next  decEC 


America  will  rise 
gain — on  the  backs  of 
11  those  baby  boomers 
laying  off  their  mort- 
:ages  and  piling  up 
ash  in  savings  ac- 
ounts  (BW— Sept.  25). 
n  the  1990s,  Rutledge 
nd  Allen  say,  the 
aby-boom  generation 
/ill  "become  the  most 
erocious  bunch  of  sav- 
rs  the  world  has  ever 
een." 

But  the  authors  may 
e  far  off  the  mark, 
'hat's  because  most 
aby  boomers  aren't 
iiywhere  near  40  yet. 
lany  don't  own  their 
wn  homes,  and  few 
rive  BMWs.  They  aren't  worrying  about 
\\e\Y  kids'  education — they're  still  busy 
aying  off  their  own  student  loans.  In 
act,  the  second  wave  of  baby  boom- 
rs — those  that  were  born  between  1956 
nd  1964 — won't  start  into  their  "saving 
ears"  until  close  to  the  year  2000. 

Rutledge  and  Allen  also  have  a  lot  of 
aith  in  the  Social  Security  surplus, 
'rue,  payments  to  Social  Security  will 
utpace  expenditures  for  the  next  40 
ears.  But,  as  the  authors  themselves 


concede,  "we  cannot  be  certain  that  Con- 
gress will  have  the  willpower  to  keep  its 
fingers  out  of  the  cookie  jar."  Do  they 
really  believe  that  Washington  will  mi- 
raculously go  on  a  fiscal  diet  during  the 
coming  decade? 

Although  the  book  is  aimed  at  corpo- 
rate executives,  the  writing  style  is  pret- 
ty lightweight.  The  authors  drive  their 
points  home  simply  by  repeating  them, 
when  concrete  examples  would  be  much 
more  persuasive.  More  disturbing  is  that 


some  of  the  facts  don't 
check  out.  The  book 
states  that  the  peak  of 
the  baby  boom  was 
1960.  It  was  1957.  And 
it  says  that  manufac- 
turing jobs  have  been 
growing  faster  than 
those  in  services  since 
1987.  In  fact,  employ- 
ment growth  has  been 
faster  in  services. 

After  years  of  read- 
ing about  America's  de- 
cline, it  was  certainly 
heartening  to  learn  that 
someone  thinks  we  can 
pull  ourselves  out  of 
the  hole  we're  in.  But  I 
wish  Rutledge  and  Al- 
len had  thought  more 
about  this  country's  long-term  problems. 
They  don't  discuss  the  pressing  need  to 
improve  the  educational  system,  or  ways 
to  boost  productivity  growth  in  the  ser- 
vice industries. 

Although  they  expect  tax  l)reaks  for 
individual  retirement  accounts  to  return, 
they  don't  argue  for  other  policies  that 
would  promote  savings,  or  for  legisla- 
tion to  keep  the  Social  Security  surplus 
out  of  Congress'  clutches.  Instead,  they 
seem  content  to  rely  on  demographic 


Guess  who  already  made 
a  fax  when  a  letter  from 
New'Vbi^  to  London 
tooklOd^^? 


Believe  it  or  not,  we  were 
developing  a  fax  59  years 
ago. 

We  were  actually  selling 
a  fax  43  years  ago. 

And  vou  thought  the  fax 
was  a  child  of  the  '80s. 

In  realitj^  Toshiba  has 
more  experience  with  the 
fax  than  anybody. 

And  it  shows. 

Today  Toshiba  fax  is  a 
high-tech  masterpiece  of 
sophistication  and  reliability. 
The  fact  is,  we  lead  the 
pack  in  the  design  and 
development  of  such  key 
facsimile  components  as 
image  sensors  and  scanner 
image  processors.  (Overall, 
we  registered  more  patents 
in  the  U.S.  last  year  than 
IBM  or  Xerox.) 


You  see,  getting  there 
ahead  of  everybody  else 
has  certain  advantages. 

It  gives  you  plenty  of 
time  to  get  it  right. 

And,  if  you're  buying  or 
upgrading  a  facsimile  sys- 
tem, our  free  Management 
Reports  will  help  you  do  it 
right.  Call  1-800-T-FAXING. 


Get  the  FREE  fax 
!  report  that's  right  for 
I       your  business. 
I  Call  1-800-T-FAXING 


TOSHIBA  AMERICA  IISIFOniMATION  SVBTEMB,  INC. 


In  Touch  with  Tomorrow 

TOSHIBA 

Facsimile  Systems 


This  fused  image  conductor  is  composed  of 
approximately  250.000  individual  optical 
glass  fibers.  Eacti  fiber  transmits  a 
portion  of  an  image.  Combined 
they  conduct  the  bee's  -* 
image  around  the  JlH^^^I 
bend  ^^Hi^^^^^^l 


The  eye  of  a  bee  is  made  up  of  about 
9,000  facets.  Each  facet  picks  up  a 
portion  of  an  image  which  is 
conducted  to  the  bee's  brain  along 
its  individual  optic  nerve 

 That's  how/  the  bee  gets  to 

see  the  whole  picture. 

 Fused   and   flexible  fiber 

optics  image  conductors  made  up 
of  glass  fibers  work  along  the  same 
lines.  They  are  composed  of  some 
1  million  individual  glass  fibers. 


 Each  fiber  transmits  a  por- 
tion of  an  image.  And  to  ensure  the 
composite  image  won't  get  out  of 
whack  en  route,  the  fibers  at  the 
output  of  the  image  conductor  must 
be  arranged  exactly  as  those  at 
the  input. 

 Some    fibers    for  image 

conductors  are  as  thin  as  .00025  of 
an  inch.  They  consist  oftwotypesof 
glass;  an  inner  core  of  high 
refractive  glass  and  a  cladding  of 


lower  refractive  glass.  The  tota 
reflection  at  the  boundary  betweer 
these  glasses  causes  light  tc 
become  captured,  forcing  ittotrave 
along  the  entire  length  of  the  fibei 
before  it  can  exit  at  the  output 
That's  why  it's  possible  to  conduc 
images  around  a  bend. 

 Image    conductors  frorr 

Schott  Fiber  Optics  enable  you  tc 
explore  the  hidden  reaches  o 
cavities  which   are  not  directly 


wides  new  perspectives. 


accessible  to  the  eye.  The  best 
known  application  of  such  image 
conductors  is  in  flexible  endo- 
scopes. They  allow  the  physician  to 
examine  the  body's  inner  organs  - 
and  to  even  operate  on  them  - 
without  major  surgery.  Flexible 
fiberscopes  with  fiber  optics  image 
conductors  also  save  mechanics 
the  trouble  of  having  to  dismantle  an 
entire  assembly. 

 Fiber  optics   image  con- 


ductors are  just  one  example  of 
Schott's  R&D  achievements. 
Today's  emerging  technologies 
depend  on  special  glass  from 
Schott. 

 Schott  worldwide:  50,000 

products,  42  production  facilities, 
represented  in  more  than  100  coun- 
tries, with  over  $  1  billion  in  sales. 

  Schott    in    the    USA:  8 

companies  employing  more  than 
1,200  people. 


 Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  B6, 
3  Odell  Plaza,  Yonkers,  NY  10701. 


a  SCHOTT 

Nobody  knows  more  about  glass. 


IfOurHotekMakeBusinessTravel 
Feel  Like  AVacation,ImagineWhat  Our 
^sortsMakeAVacationFeellike. 

whether  business  takes  you  to  one  ol  ourhotels.orpleasure  toone  ^ 
of  our  resorts,  at  Four  Seasons  youll  always  enjoy  the  same  meticulous 
servaceand  uncompromising  attention  to  your  personal  comfort,  pQUp5eaS0nS 

Making  us  a  perfect  escape  from  the  rigors  of  a  pressure-  y,  n  Q^wnHOTLUs  an[~i 
filled  world  Should  that  escape  last  weeks,  or  merely  overnight,  RHiORi^OFOURtiML 

INITF.DSTATES  Autlin.  Builon.  Chujun  I  Thi  Rin-C^r/Uin  I.  Chuan"  I  Of"':'  ''•"<'•').  Hauilmi  Center).  Hmsim  I  Inn  on  the  Park }. 
/.//I  Anj^elet  Neti  Yori  I  I  he  Pierre).  Neufnri  lieach  CaUjornia.  PhileiJelphia.  San  franeisco.  Seattle.  Washtnfftm  D  C  CANADA. 
Mmlreal  t  U  Quaire  Saiumt ) .  Ottaua.  Tiirontiil  Ydrtiillel.  Tornntn  (Inn  ,:n  the  Park).  Vamiiuier  VNITF.D  KINGDOM 
l.„nJimllnn„ntheParl!)  RESORIS  Dallai  (l.at  CiJinas) .  MaitilWatlea  npeni  l')H<-)).  Santa  Barbara  (The  Billmiire).  Canada 
(tAtnakiLntlf,e.  Nnrthern  Ontarml  h,r  reteriattmi  in  the  U  S  uj/ZlHOO)  i  iJ-U-tJ.  in  Canada  ,all( HilO)  2M-(-)2H2 


Lower  the  numbers 
and  raise  your  odds. 

Controlling  your  blood  pressure  can 
reduce  your  cfiances  of  fieart  dis- 
ease. Have  your  blood  pressure 
cfiecked.  And  keep  it  in  cfieck 
for  life. 

American  Heart  Association 


shifts  to  right  all  the  wrongs  of  the  pasj 
two  decades.  That  line  of  thinking  i| 
■much  too  passive.  What  we  really  nee([ 
is  action — and  soon. 

BY  KATHLEEN  MADIGAI^ 
AtisocHitc  Business  Outlook  Editor  Madfi 
f/aii.  11  babji  boomer,  intends  to  spend  it  ali 


BOOK  BRIEFS  I 


BIG  SUGAR 

By  Alec  Wiikinson 
Alfred  A,  Knopf  •  263  pp 


;i8,95 


A world  away  from  Florida's  bead 
es  and  theme  parks,  along  th 
south  shore  of  Lake  Okeechobeej 
is  the  center  of  the  state's  most  peculi 
industry:   sugarcane.   Towns  such 
Clewiston  and  Moore  Haven  go  mostl 
unnoticed.  And  that's  how  the  sugar  i 
dustry  prefers  it. 

In  Big  Sugar:  Seasons  in  the  Can'j 
Fields  of  Florida,  author  Alec  Wilkii 
son  strij)s  away  the  obscurity.  He  state 
his  premise  straightforwardly:  "Tli'j 
most  perilous  work  in  America  is  thj 
harvest  by  hand  of  sugar  cane  in  sou 
Florida.  It  is  performed  by  men  from  t' 
West  Indies  who  live  in  barracks  on  thjli 
sugar  plantations." 

Wilkinson,  a  staff  writer  for  The  Ne^ 
Yorker  magazine,  tells  a  story  of  bac 
breaking  work,  relentless  heat,  filtlil 
quarters,  obscure  pay  scales — and  da: 
ger.  Losing  concentration  for  even  a  sej 
ond  can  mean  losing  an  eye  or  lim 
Cane  cutters  also  live  in  a  peculiar  liri 
bo.  Since  the  194()s,  the  industry  has  d 
pended   on   offshore   workers  wh 
though  legally  in  the  country,  can 
sent  home  for  the  slightest  infraction 
sign  of  organized  protest. 

Wilkinson's  ability  to  convey  det 
and  to  catch  the  cadence  of  West  Indi 
voices  lends  life  and  authenticity  to 
account,  especially  when  he  lets  cutte 
with  names  like  Caveman  and  Tur' 
speak  for  themselves.  Yet  that  same  c 
tail  weighs  down  the  early  chapters  wi 
too  much  information. 

And  while  many  political  issues  f: 
outside  the  stated  theme  of  this  hot 
Wilkinson  should  have  devoted  mo 
space  to  U.  S.  government  price  si 
ports,  which  inflate  the  cost  of  sug: 
and  to  quotas  for  other  countries,  whi 
have  been  cut  drastically  in  recent  yea: 
causing  severe  economic  dislocatioit 
Wilkinson  mentions  these  issues  almc 
in  passing  and  also  remarks  on  the  po 
er  of  the  sugar  lobby  in  Congress,  wi 
out  making  a  firm  link  between  wf 
goes  on  in  Washington  and  what  gc 
on  in  south  Florida.  Still,  Big  Sug 
sheds  needed  light  on  this  industry  a 
the  overlooked  people  who  work  in  it; 

BY  GAIL  DeGEOR 
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r  In-House  Payroll 
Behind  Your  Needs} 


A  DP  can  help  bring  it  all  together. 

The  fact  is:  doing  payroll  in-house  isn't  always  the 
most  efficient  or  economical  way  of  processing- 
especially  if  your  system  is  straining  to  keep  up  with 
your  growing  needs. 

That's  where  ADP  can  help.  A  recent  payroll 
cost  study  by  KPMG  Peat  Marwick,  the  notion's 
largest  accounting  and  consulting  firm,  revealed 
that  on  the  average,  most  companies  could  dis- 
place up  to  50%  of  their  in-house  payroll  process- 
ing costs  by  using  an  outside  service  such  as  ADP 
These  disploceoble  costs  are  the  "hidden 
costs"  of  maintaining  on  in-house  system.  Costs  you 
may  never  hove  even  considered:  MIS  operations, 
technical  support,  maintenance  and  allotted 
expenses,  software  and  implementation  costs,  and 
perhaps  not  so  surprisingly  fox  rote  changes. 

Every  time  fax  rates  and  rules  change,  or  the 
mandates  of  government  regulations  such  as 
COBRA  and  Section  89  ore  amended,  your  m- 
house  payroll  is  forced  to  expend  time  and  man- 
power to  stay  updoted.These  are  added  expenses 
you  con  do  away  with  because  ADP  keeps  up-to- 
date  on  all  the  rules  for  you. 

Why  waste  time  and  money  with  on  in-house 
system  that  falls  short  of  your  needs.  Let  ADP  help 
you  bring  if  all  together  For  more  information,  coll 
toll  free  1 800  225-5237,  ext.  223. 


e  way  America 


If s  Getting  AwMly  Crowded 

InThere. 


If  you  use  computers  to 
make  your  business  more 
productive,  you've  got  a 
lot  on  your  mind. 
Standards  upon  stan- 
dards. Architectures  upon  architectures. 
Compatibility.  Connectivity.  LANs.  WANs. 
Future  plans.  Existing  environments  vs. 
emerging  technolo^es.  Supporting  it  all. 
Surviving  it  all.  And  on  and  on  and  on. 

It's  getting  too  complicated  for  any  one 
person  to  handle.  And  unfortunately,  there 
are  no  simple  answers.  But  if  you  want  some 
objective,  experienced  thinking  on  your 
side,  you  really  should  talk  to  Businessland. 

Well  help  identify  your  particular  needs. 
Advocate  the  most  appropriate  muWvendor 
solutions.  Connect  new  technologies  with 


your  existing  computing  environment.  And 
provide  extensivt^and  experienced- 
training,  service  and  support.  All  of  which 
we've  done  a  number  of  times  before. 

In  fact  you'd  be  hard  pressed  to  find  any- 
one who's  sold  more  computing  solutions, 
designed  and  installed  more  muWvendor 
networks,  and  built  a  more  extensive  ser- 
vice network  tlian  we  have. 

Wliich  makes  us  particularly  well- 
qualified  to  help  find  the  answers  to  many 
of  the  computing  problems  your  business 
faces  today.  Or  will  face  in  the  years  ahead. 

For  additional  information,  including  our 
fi^ee  video,  "Reality  Check:  1989  and 
Beyond,"  give  us  a  call  at  l-8(X)-32&«83. 

YouH  find  that  we  may  not  have  all  the 
answers.  Just  more  of  them. 


BUSI^ESSiAN) 

A  Different  Kind  of  Computer  Company 


Businessland  and  Ihe  Businessland  logo  are  regislered  trademarks  of  Businessland  Inc.  C'  1989.  Businessland  Inc. 
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conomic  ViewDoint 


WHY  THE  UHITED 
BUYOUT  IS 
HO  GREAT  DEAL 
FOR  WORKERS 


BY  ROBERT KUTTNER 


The  pilots  are  buying  the 
airline  to  head  off  a  hostile 
buyout,  not  out  of  any  true 
desire  to  run  a  company. 
Big  trouble  may  lie  ahead — 
and  workers  have  yet  to  buy  a 
healthy  company  with  real 
prospects  of  profit-sharing 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


The  United  Airlines  pilots  a!\'  pdiscd 
to  become  75%  owners  of  that 
troubled  airline.  The  $6.79  billion 
buyout,  in  partnership  with  United  man- 
agement, seemingly  represents  an  enor- 
mous step  for  worker  ownership.  Or 
does  it? 

This  pilots'  plan  to  take  over  United  is 
another  buyout  in  extremis.  They  are 
not  buying  the  company  because  they 
are  eager  to  become  worker/entrepre- 
neurs.  They  are  buying  it  only  to  head 
off  something  worse:  a  hostile  takeover 
that  might  produce  a  bust-up — or  a  peri- 
od of  prolonged  underinvestment  and 
pressure  for  further  wage  and  benefit 
cuts.  However,  their  partner,  UAL  Chair- 
man Stephen  M.  Wolf,  will  realize  a 
$76.7  million  windfall  from  the  buyout. 
The  employees  will  realize  pay  conces- 
sions. Some  partnership. 

Further,  the  airline  business  isn't  a 
particularly  good  candidate  for  worker 
ownership.  The  buyout  group  is  paying 
$300  a  share  for  a  company  that  was 
trading  at  about  $80  a  share  less  than 
three  years  ago.  For  the  moment,  air- 
lines are  benefiting  from  selective  price 
gouging  and  market  sharing  and  are 
making  money  again.  But  the  deregulat- 
ed skies  are  anything  but  friendly.  The 
brief  history  of  airline  deregulation  is 
one  of  boom  and  bust.  Even  the  most 
avid  supporters  of  the  buyout  concede 
that  the  pilots  are  paying  a  relatively 
high  price  and  that  they  face  a  huge 
burden  of  debt  service.  In  the  next 
downturn,  there  surely  will  be  pressures 
for  added  givebacks. 
'BLUE-COLLAR  MAIL.'  The  United  take- 
over is  also  complicated  by  bumpy  rela- 
tions between  the  pilots  and  the  machin- 
ists. The  machinists  instigated  a 
disastrous  deal  at  Eastern  Air  Lines  Inc. 
in  which  workers  agreed  to  concessions 
in  return  for  minority  ownership.  Hav- 
ing been  burned  once,  they  are  very 
skeptical  of  the  United  buyout.  That  it  is 
led  by  pilots,  and  that  pilots  will  be  ask- 
ing machinists  for  concessions  on  pay, 
only  makes  matters  worse.  Brian  Free- 
man, the  machinists'  financial  adviser, 
has  described  the  pilots'  takeover  offer 
as  "blue-collar  mail."  Most  close  observ- 
ers of  the  deal  predict  that  the  machin- 
ists eventually  will  come  in  as  fellow 
worker-owners,  but  relations  will  remain 
strained. 

Moreover,  pilots  are  not  well  posi- 
tioned to  generate  painless  gains  in  what 
is  delicately  called  "productivity."  They 
have  agreed  to  wage  and  work-rule  con- 
cessions worth  an  estimated  $250  million 
annually,  in  addition  to  a  $200  million 
equity  investment  from  their  pension 
plan.  But  there  are  no  secret  recipes  for 
flying  planes  more  productively.  Statisti- 
cally, the  only  way  pilots  can  produce 


productivity  gains  is  to  accept  lessnon 
ey  for  each  hour  they  fly.  By  coijari 
son,  in  the  abortive  worker-own  siiu, 
experiment  at  Eastern,  machinists vere 
genuinely  able  to  save  the  corijinv 
money  by  applying  their  knowhc  t 
service  jet  engines  more  efficientl; 

Finally,  the  United  deal  is  struoored 
as  an  employee  stock  ownership  li 
which  generates  tax  breaks  to  : 
about  $1  billion.  ESOPs,  however,  a 
required  to  be  structured  democrats 
This  is  not  one  worker,  one  vot 
though  the  pilots  will  own  a  mam 
of  stock,  they  will  control  only  pee 
seats  on  the  board.  Imagine  T.  l)cne 
Pickens  Jr.  assenting  to  a  similarfom 
of  capitalism. 

On  the  plus  side,  a  pilot-owned  I 
is  more  likely  to  plan  and  invest  f  Uit 
long  term.  Even  with  the  inteinion 
squabbling,  the  inevitable  cost-cuttgof 
the  deregulated  era  is  likely  to  pi^ed 
more  smoothly  and  to  take  less  of  toll 
on  efficiency  than  a  similar  cost-cting 
exercise  under  outside  owners,  lilted 
pilots  spent  August  playing  acute 
"work-to-rule"  game,  which  depissed 
the  carrier's  on-time  performance,  fhen 
the  buyout  negotiations  got  serioij  on- 
time  landings  bounced  right  back.j 
ROMANCE  AND  REALITY.  Eugene  ellin, 
the  Lazard  Freres  &  Co.  partneiwho 
helped  put  the  deal  together,  caions 
not  to  expect  miracles.  According  tKei- 
lin,  it  is  the  financial  restructuring lade 
possible  by  worker  ownership,  not  ork- 
er  ownership  itself,  that  gives  Uried  a 
good  prospect  of  success.  "The  ro  ance 
is  in  the  worker  ownership,"  Keilir.ays. 
"The  reality  is  in  the  restructurecom- 
pany."  Keilin  compares  the  Unite  deal 
to  the  worker  buyout  of  Weirton^teel 
Corp.,  another  employee  purchasithat 
he  put  together  in  1983. 

Dramatic  changes  in  shop  flooi  rela- 
tionships did  not  burst  forth  at  Wrton, 
but  worker  and  management  repreinta- 
tives  on  the  board  did  develop  nevsjTn- 
pathies  for  each  other's  views,  ar  ten- 
sions abated.  The  Weirton  wrker 
buyout,  greased  by  ESOP  tax  bcefits 
and  wage  and  work-rule  conce:ions, 
also  dramatically  improved  the  (upa- 
ny's  balance  sheet.  Today,  Weirton >  the 
largest  and  longest-running  wker- 
buyout  success. 

On  balance,  I  certainly  wish  ^lited 
well.  But  I  hope  I  am  around  to  ee  a 
worker-owned  company  that  is  not  last 
resort  but  a  deliberate  aspiratic  I'd 
like  to  see  a  worker  buyout  whe'  the 
employees  are  not  just  nominal  oners 
in  a  concession  economy  but  actua.  run 
a  healthy  company,  with  some  pr;pect 
of  real  profit-sharing.  Then  aga  I'd 
also  like  to  live  long  enough  to  s;  the 
Red  Sox  win  a  World  Series.  8 
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AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position  carries  a 
commitment  that  keeps  growing,  from  one  year  to  the  next. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of  issues 
y\/V\B^^Cl'S    ^^^^^  insures.  In  1988,  190  new  bond  issues,  or  nearly  one  of  every 
^  A  DITA  I    DACC  IC        insured  by  AMBAC,  was  in  education-related  projects.  That 
^'^'^  '  '^^L.  lJ/-\OI_  •'^  ^      translates  directly  into  new  and  better  classrooms,  dormitories 
THE  INDUSTRY S  and  athletic  facilities  all  across  America,  meeting  the  growing 
|~|  EST.   needs  of  literally  millions  of  students. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  the  underlying  strength 
of  that  commitment.  By  that  standard,  AMBAC  has  the  highest  qualified  statutory  capital  base 
of  any  municipal  bond  insurer— now  over  $700  million— as  well  as  assets  of  over  $1  billion. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond  insurance. 
And  that's  good  not  only  for  America's  students.  It's  good  for  the  whole  country. 
AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 


INDEMNITY  CORPORATION 


l^*?»!iMi'iltA^if:\VJWI.im 


jfiitfliiiiB 


WHY  THE  UNITED 
BUYOUT  IS 
NO  GREAT  DEAL 
FOR  WORKERS 


BY  ROBERT  KUTTNER 


The  pilots  are  buying  the 
airline  to  head  off  a  hostile 
buyout,  not  out  of  any  true 
desire  to  run  a  company. 
Big  trouble  may  lie  ahead — 
and  workers  have  yet  to  buy  a 
healthy  company  with  real 
prospects  of  profit-sharing 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


Tlie  United  Airlines  pilots  are  poised 
to  become  75%  owners  of  that 
troubled  airline.  The  $6.79  billion 
buyout,  in  partnership  with  United  man- 
agement, seemingly  represents  an  enor- 
mous step  for  worker  ownership.  Or 
does  it? 

This  pilots'  plan  to  take  over  United  is 
another  buyout  in  extremis.  They  are 
not  buying  the  company  because  they 
are  eager  to  become  worker/entrepre- 
neurs. They  are  buying  it  only  to  head 
off  something  worse:  a  hostile  takeover 
that  might  produce  a  bust-uji — or  a  peri- 
od of  prolonged  underinvestment  and 
pressure  for  further  wage  and  benefit 
cuts.  However,  their  partner,  UAL  Chair- 
man Stephen  M.  Wolf,  will  realize  a 
$76.7  million  windfall  from  the  buyout. 
The  employees  will  realize  pay  conces- 
sions. Some  partnership. 

Further,  the  airline  business  isn't  a 
particularly  good  candidate  for  worker 
ownership.  The  buyout  group  is  paying 
$300  a  share  for  a  company  that  was 
trading  at  about  $80  a  share  less  than 
three  years  ago.  For  the  moment,  air- 
lines are  benefiting  from  selective  price 
gouging  and  market  sharing  and  are 
making  money  again.  But  the  deregulat- 
ed skies  are  anything  but  friendly.  The 
brief  history  of  airline  deregulation  is 
one  of  boom  and  bust.  Even  the  most 
avid  supporters  of  the  buyout  concede 
that  the  pilots  are  paying  a  relatively 
high  price  and  that  they  face  a  huge 
burden  of  debt  service.  In  the  next 
downturn,  there  surely  will  be  pressures 
for  added  givebacks. 
'BLUE-COLLAR  MAIL.'  The  United  take- 
over is  also  complicated  by  bumpy  rela- 
tions between  the  pilots  and  the  machin- 
ists. The  machinists  instigated  a 
disastrous  deal  at  Eastern  Air  Lines  Inc. 
in  which  workers  agreed  to  concessions 
in  return  for  minority  ownership.  Hav- 
ing been  burned  once,  they  are  very 
skeptical  of  the  United  buyout.  That  it  is 
led  by  pilots,  and  that  pilots  will  be  ask- 
ing machinists  for  concessions  on  pay, 
only  makes  matters  worse.  Brian  Free- 
man, the  machinists'  financial  adviser, 
has  described  the  pilots'  takeover  offer 
as  "blue-collar  mail."  Most  close  observ- 
ers of  the  deal  predict  that  the  machin- 
ists eventually  will  come  in  as  fellow 
worker-owners,  but  relations  will  remain 
strained. 

Moreover,  pilots  are  not  well  posi- 
tioned to  generate  painless  gains  in  what 
is  delicately  called  "productivity."  They 
have  agreed  to  wage  and  work-rule  con- 
cessions worth  an  estimated  $250  million 
annually,  in  addition  to  a  $200  million 
equity  investment  from  their  pension 
plan.  But  there  are  no  secret  recipes  for 
flying  planes  more  productively.  Statisti- 
cally, the  only  way  pilots  can  produce 


productivity  gains  is  to  accept  less  moi 
ey  for  each  hour  they  fly.  By  compar 
son,  in  the  abortive  worker-ownersh' 
experiment  at  Eastern,  machinists  we< 
genuinely  able  to  save  the  compari 
money  by  applying  their  knowhow  \ 
service  jet  engines  more  efficiently.  ' 

Finally,  the  United  deal  is  structure  | 
as  an  employee  stock  ownership  plaj  : 
which  generates  tax  breaks  totalirt 
about  $1  billion.  ESOPs,  however,  are  ni 
required  to  be  structured  democraticall 
This  is  not  one  worker,  one  vote,  h 
though  the  pilots  will  own  a  majorii 
of  stock,  they  will  control  only  thn 
seats  on  the  board.  Imagine  T.  Boor 
Pickens  Jr.  assenting  to  a  similar  for 
of  capitalism. 

On  the  plus  side,  a  pilot-owned  Unit( 
is  more  likely  to  plan  and  invest  for  tl 
long  term.  Even  with  the  interuni* 
squabbling,  the  inevitable  cost-cutting  > 
the  deregulated  era  is  likely  to  procet 
more  smoothly  and  to  take  less  of  a  ti 
on  efficiency  than  a  similar  cost-cuttii 
exercise  under  outside  owners.  Unitt 
pilots  spent  August  playing  a  cu 
"work-to-rule"  game,  which  depressi 
the  carrier's  on-time  performance.  Wh( 
the  buyout  negotiations  got  serious,  o 
time  landings  bounced  right  back. 
ROMANCE  AND  REALITY.  Eugene  Keili 
the  Lazard  Freres  &  Co.  partner  wl 
helped  put  the  deal  together,  cautioi 
not  to  expect  miracles.  According  to  Kc. 
lin,  it  is  the  financial  restructuring  mad  | 
possible  by  worker  ownership,  not  wor-  | 
er  ownership  itself,  that  gives  United,  j 
good  prospect  of  success.  "The  roman-  \ 
is  in  the  worker  ownership,"  Keilin  say. 
"The  reality  is  in  the  restructured  coi- 
pany."  Keilin  compares  the  United  del 
to  the  worker  buyout  of  Weirton  Ste»  i 
Corp.,  another  employee  purchase  thU 
he  put  together  in  1983.  W. 

Dramatic  changes  in  shop  floor  rel' 
tionships  did  not  burst  forth  at  Weirto, 
but  worker  and  management  represent- 
fives  on  the  board  did  develop  new  syi- 
pathies  for  each  other's  views,  and  te- 
sions  abated.  The  Weirton  work- 
buyout,  greased  by  ESOP  tax  benefi; 
and  wage  and  work-rule  concessior, 
also  dramatically  improved  the  comp- 
ny's  balance  sheet.  Today,  Weirton  is  t; 
largest  and  longest-running  workf- 
buyout  success. 

On  balance,  I  certainly  wish  Unit! 
well.  But  I  hope  I  am  around  to  seei 
worker-owned  company  that  is  not  a  lat 
resort  but  a  deliberate  aspiration.  H 
like  to  see  a  worker  buyout  where  t^ 
employees  are  not  just  nominal  ownes 
in  a  concession  economy  but  actually  rii  I 
a  healthy  company,  with  some  prospet 
of  real  profit-sharing.  Then  again,  ]\ 
also  like  to  live  long  enough  to  see  ta  1 
Red  Sox  win  a  World  Series.  I 
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translates  directly  into  new  and  better  classrooms,  dormitories 
and  athletic  facilities  all  across  America,  meeting  the  growing 


AMBAC  is  America's  leading  municipal  bond  insurer  And  that  leadership  position  carries  a 
commitment  that  keeps  growing,  from  one  year  to  the  next. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of  issues 
/'^/V\BAC'S    ^'^^^^  insures.  In  1988,  190  new  bond  issues,  or  nearly  one  of  every 

^^^pj-j-^l^  BASE  IS  '^'^'''^ '"^'^'^^'^ 
THE  INDUSTRY'S 

H I      H  EST.    needs  of  literally  millions  of  students. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  the  underlying  strength 
of  that  commitment.  By  that  standard,  AMBAC  has  the  highest  qualified  statutory  capital  base 
of  any  municipal  bond  insurer— now  over  $700  million— as  well  as  assets  of  over  $1  billion. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond  insurance. 
And  that's  good  not  only  for  America's  students.  It's  good  for  the  whole  country. 
AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 
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The  C  anon  Color  Laser  Copier 
500  System  and  its  digital  image  proc- 
essing technology  are  going  to  revolu- 
tionize the  way  you  look  at  color 
communication. 

By  converting  originals  into  elec- 
tronic signals,  Canon's  exclusive  tech- 
nolog)  reproduces  images  with  256 
gradations  per  color  at  400  dots  per 


inch.  Clarity  and  definition  comparable 
to  professic^nal  printing. 

This  unique  digital  technology 
also  makes  advanced  new  creative  func- 
tions possible.  Composing  color  layouts 
or  combining  multiple  color  originals 
can  now  be  performed  right  at  the 
copier.  Copies  from  slides  and  negatives 
can  also  be  reproduced  instantly,  with 


i 

either  a  high  resolution  film  scanfer( 
a  film  projector. 


VIDEO  CAMERA 


t        1    I  (IEEE4S8) 

mm  a 

COMPUTER  'fHJ300  COlORLASEf)^ 

CANON  COLOR  LASER  COPIER  SYSTEr^~ 


Whether  you  need  an  alternative 
to  color  printing,  an  on  site  photo 
processor  or  an  electronic  graphics 
studio,  clearly  no  other  copier  can 


And  unlike  any  copier  before,  a 
ationary  Intelligent  Processing 
gives  the  world's  first  digital  and 
g  interfacing  capability.  A 
through  that  allows  you  to  pro- 
full  color  copies  from  almost  any 
onic  image  source,  including  video  1-800-OK-CANON,  or  write  to 
■nputers,  offering  virtually  limit-  Canon  USA  Inc.,  RO.  Box  3900, 
ossibilities  for  future  applications.    Peoria,  Illinois  61614. 


compare. 

To  find  out  more  call 


 /' 
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COLOR  LASER  COPIER 

The  Digital  Difference. 
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conomic  Trends 


BY  KAREN  PENNAR 


ECONOMISTS  FIND  A  NEW 
STRAW  FIOATING 
IN  THE  WIND  . . . 


If  the  business  cycle  isn't  dead — and 
few  believe  it  is — then  recession  sure- 
ly must  arrive  one  day.  But  when?  Econ- 
omists at  a  forecasting  firm  in  Washing- 
ton, D.  C,  think  they've  hit  on  a  new 
measure — the  world  dollar  base — whose 
behavior  foretells  a  mild  recession  begin- 
ning by  the  end  of  this  year. 

To  obtain  this  new  measure,  analysts 
at  Bell  Mueller  Cannon  Inc.  have  com- 
bined the  U.  S.  monetary  base — which 
consists  of  currency  and  bank  reserves 
held  at  Federal  Reserve  banks — with 
dollar  reserves  held  by  foreign  central 
banks.  That  way,  the  domestic  monetary 
measures  that  have  proved  so  poor  at 
forecasting  economic  activity  and  infla- 
tion in  the  1980s  are  modified  to  include 


THE  GROWTH  OF  DOLLAR 
RESERVES  IS  SLIDING 


■81     '82  '83 
A  ANNUAL  PERCENT  CHANGE 

■U  S.  CURRENO  AND  BANK  RESERVES  HELD  AT  THE  FEDERAL  RESERVE, 
PLUS  DOLLAR  RESERVES  AT  FOREIGN  CENTRAL  BANKS 

DATA  GOLDMAN,  SACHS  X  CO. 


an  international  component.  What's  i-e- 
niarkable  about  the  world  dollar  base, 
says  .John  Mueller,  the  firm's  chief  econ- 
omi.-^l,  is  that  its  links  to  inflation  and 
growth  have  held  up. 

Wiiilc  U.S.  money  supply  growth 
slowcii  ill  recent  years,  the  economy 
grew  sriKiitly.  The  large  dollar  pur- 
chases \:\  foreign  central  banks  that 
swelled  the  world  dollar  base  in  1986  and 
1987,  argi;.-  Mueller,  explain  that 
growth.  Now  .  ith  the  value  of  the  dol- 
lar rising  and  atral  banks  selling  off 
dollars  rapidly,  growth  in  the  measure  is 
"at  a  virtual  standstill,"  and  Mueller  is 
concerned.  In  Mueller's  view,  changes  in 
foreign  holdings  of  dollars  eventually 
feed  back  into  the  U.  S.  price  level  and 
economic  growth  rate. 


It's  the  unclear  mechanism  by  which 
this  happens  that  leads  some  critics  to 
suggest  that  the  world  dollar  base's  ap- 
parent predictive  ability  may  be  little 
more  than  coincidence.  Economists  at 
Goldman,  Sachs  &  Co.  find  little  or  no 
actual  correlation  between  growth  in 
dollar  reserves  at  foreign  central  banks 
and  the  growth  in  foreign  money  sup- 
plies— one  route  by  which  the  world  dol- 
lar base's  impact  on  foreign  economies, 
and  ultimately  on  the  U.  S.,  might  be 
demonstrated.  Instead,  argues  William 
Dudley,  senior  economist  at  Goldman 
Sachs,  it's  the  factors  that  drive  central 
banks  to  acc|uire  or  rid  themselves  of 
dollar  reserves — from  the  currency's  val- 
ue to  interest  rates — that  affect  the 
economy. 


...  BUT  THAT  DOESN'T 
MEAN  THEY'VE  STOPPED 
COUNTING  TRUCKS 


Anotiier  unconventional  economic  in- 
dicator is  also  flashing  a  warning. 
But  data  from  the  transportation  sector 
point  to  an  economy  downshifting  to  a 
slower  pace,  rather  than  one  crashing 
into  recession. 

Florida-based  Ryder  System  Inc.  close- 
ly monitors  its  commercial  truck-rental 
revenues.  The  latest  data,  comparing 
August  of  this  year  with  a  year  ago, 
suggest  that  several  regional  economies 
are  slowing  down  but  that  there's 
enough  strength  elsewhere  to  prevent  a 
national  slump.  To  wit:  Business  is  down 
r.iA'/'  in  the  Northeast,  off  9.9'/;  in  the 
Mid-Atlantic  states,  flat  in  the  Midwest, 
and  up  a  mere  1.7'a  in  the  Southeast. 
Rentals  are  up  7.9'/'  on  the  West  Coast, 
though,  and  5.3'a  in  the  Mountain  states. 

On  the  international  front,  London's 
Baltic  International  Freight  Futures  in- 
de.x  measures  the  expected  cost  of  ship- 
ping l>ulk  cargo,  such  as  coal  and  grain, 
on  i;i  major  maritime  routes.  The 
"sijread"  between  the  October  futures 
contract  over  the  spot  index  recently 
narrowed  from  an  optimistic  lO','  premi- 
um to  a  cautious  .V''  premium.  Current 
prices  reflect  expectations  of  a  soft  land- 
ing, says  one  New  York  trader. 

Wit//  (1/ristophcr  Fanvll  in  \'cw  York 


MANUFACTURING  IS 
STILL  KING  OF  THE 
HEARTLAND'S  ECONOMY 


The  Great  Lakes  region,  like  the  rest 
of  the  nation,  has  over  the  past  cou- 
ple of  decades  diversified  away  from 
manufacturing  and  toward  services.  In 


the  states  of  Illinois,  Indiana,  Michigar: 
Minnesota,  Ohio,  and  Wisconsin,  growt 
■  in  manufacturing  output  now  trails  oveij 
all  growth,  and  manufacturing's  employ 
ment  share  has  plummeted.  But  the  dat 
may  underestimate  manufacturing's  in 
portance  to  the  local  economy,  accordin 
to  a  recent  study  by  the  Federal  Reserv 
Bank  of  Chicago. 

In  1967,  manufacturing's  share  of 
bor  income  accounted  for  389J  of  totj 
earnings  in  the  heartland;  by  1987,  ths 
share  had  slid  to  29'a.  But  to  contn 
costs,  manufacturers  started  purchasin 
many  of  the  services  they  once  providt 
internally,  shifting  jobs  that  were  on- 
counted  in  manufacturing  to  the  servi 
sector.  If  these  jobs  are  added  to  til 
manufacturing  sector's  statistics,  th 
its  share  of  labor  income  amounted 
'il'"'  in  1987.  Thus,  manufacturing's  f( 
tunes,  says  the  Chicago  Fed,  "will  co| 
tinue  to  call  the  tune  of  the  Great  Laki 
economy  in  the  foreseeable  future." 


SHOULD  SOME  OF  THOS? 
BIG  OLYMPIC  BUCKS  G' 
TO  TRAIN  U.S.  ATHLETES 


It's  time  to  do  some  serious  thinkiij 
about  1996,  because  1992  is  a  forego 
conclusion. 

No,  that's  not  the  Presidential  electii 
we're  talking  about  but  rather  the  U.| 
broadcast  rights  for  the  Winter 
Summer  Olympic  games.  NBC  Inc.  is  p^ 
ing  a  record  $401  million  to  the  Inter 
tional  Olympic  Committee  for  rights 
the  1992  summer  games.  Other  counti 
don't  lay  out  anywhere  near  what 
U.  S.  pays.  Western  Europe,  for 
stance,  paid  $5.7  million  for  the  righ 
televise  the  1988  Winter  Games  in  Cal 
ry,  while  ABC  Inc.  handed  over  $301 
lion.  Americans,  says  Brookings  Insti 
tion  economist  Robert  Z.  Lawrence 
the  think  tank's  fall  review,  are  gett| 
bilked.  U.  S.  viewers  are  assaulted 
commercial  interruptions  during  li 
events,  while  U.  S.  athletes  get  far  l| 
financial  help  than  their  competitors. 

Instead,  says  Lawrence,  the  U 
Olympic  Committee  or  some  other  An 
ican  body,  rather  than  the  IOC,  she 
auction  the  TV  rights,  and  insist  on  st 
limits  on  advertising  time.  Then 
t:soc  should  submit  an  offer  sligl 
lower  than  the  winning  bid  to  the  in 
national  body,  pi'oportionate  to  what 
er  nations  pay.  The  difference  betw, 
the  winning  bid  and  the  payment  to  lie 
IOC  would  go  toward  a  fund  for  trair^ 
U.  S.  athletes.  The  lOC  can  make  oliBr 
countries  pay  more,  says  Lawrence,  ij 
that  more  European  nations  show  Be 
games  on  commercial  networks. 


re 
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ECONOMIC  TlO! 


bwTb  F^Through  CustDins. 


lo  other  shipping  company 
3  to  more  countries  overseas 
n  Federal  Express. 
Jid  nobody  helps  your  ship- 
1  nt  fly  through  overseas 
1  toms  like  Federal  Express. 
'  iter  all,  with  the  addition  of 
'  ing  Tigers'  40-years'  worth  of 
;  irnational  experience, 
i  'ody's  more  accustomed  to 
l  toms  over  there. 


lb  the  regulations. 
lb  the  paperwork. 
lb  the  people. 

So  whether  it's  knowing  our 
way  around  siesta  in  Salamanca, 
or  how  to  be  diplomatic  in  Dubai, 
our  local  employees  have  the 
local  know-how  to  rush  your 
package  through  customs. 

And  get  it  delivered  with 
Federal's  customary  speed. 


Because  in  international  deliv- 
ery, getting  it  there  is  one  thing. 
But  getting  it  through  is  another. 

Federal  Express— gets  it  done. 


eial  Express  Corporatio 


TheBest% 
T5Sli)ItOwrTfere 


If  success 


Whether  you're  building  a  career  or  a  business,  you  nee(  '/ 
the  latest  in  white  collar  power  tools.  Introducing  the  affordabk 
new  900  Series  overhead  projectors  from  3M. 

They  give  you  bright,  sharp  graphics  to  add  impact  and 
power  to  your  presentations.  They  help  you  project  a  strong, 
professional  image.  So  your  audience  will  see  things  your  wa 

There  are  three  contemporary  models  in  the  new  900 
Series.  Each  is  heavy  on  features,  yet  light  on  price.  Which  puj 
success  easily  within  your  reach.  I 

See  the  new  900  Series  overhead  projectors  at  your  locJ 
3M  AV  dealer  or  stationery  store.  Or  call  us  for  the  name  of  yor 
local  source  at  1-800-328-1371.  (In  Canada  1-800-268-9696.t 


"Fiorello  La  Guardia  has 
long  been  known  as  the 
great  mayor  of  New 
York  At  last  we  have 
a  great  book  to 
match  the  man 
—Kenneth  T.  Jackson, 
Mellon  Professor  of 
History,  Columbia 
University 


the  mayoral  elections  approaching. 

with  cities  enveloped  in  an  atmosphere  of 
crisis,  corruption,  tension  and  pessi- 
mism , . ,  this  timely,  sparkling  and  defin- 
itive biography  reminds  us  how  New 
York  City  faced  a  situation  a  half  cen- 
tury ago  that  was  strikingly  similar, 
and  found  a  mayor  who  was  able  to 
turn  It  all  around.  Though  pint-sized 
and  stocky  with  a  careening  falsetto, 
La  Guardia  left  a  towering  record  of 
integrity  and  courage  in  city  govern- 
ment. Most  fondly  remembered  as 
the  man  who  read  comics  over  the 
radio  to  children.  La  Guardia  also 
hectored  gamblers,  cooled  riots, 
fed  the  hungry  battled  corruption 
on  every  level,  built  bridges,  tun- 
nels, airports,  and  public  hous- 
ing, and  attracted  to  municipal 
service  some  of  the  best  men 
and  women  of  his  time. 
A  fascinating  portrait  of  New  York  City  and 
the  man  who  helped  guide  it  into  the  modern  era. 


At  last,  a  book  as  big 
as  its  subject  A 

major  piece  of  American 
scholarship,  which  fixes 
in  history  one  of  the 
most  remarkable  fig- 
ures in  his  time  or  any 
other."— Richard  C. 
Wade,  Distinguished 
Professor  of  Urban 
History,  City  University 
of  New  York 

by  THOMAS 
KESSNER 

Available  at  your  local 
bookstore,  or  by  calling  us 
with  credit  card  orders  at 
1-800-2-MCGRAW 


I 


Business  Outloo 


CTOBER  9,  1989 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


FHE  THIRD  QUARTER'S  FIZZ 
SHOULD  GO  FLAT  BY  YEAREND 


is  the  economy  speeding  up  again?  Most  of  the  recent 
economic  data  look  that  way,  including  the  August 
reports  on  consumer  spending  and  factory  orders, 
ut  this  renewed  vigor  is  only  temporary:  Quirky  pat- 
irns  in  sales  and  production  of  autos  account  for  most 
f  it.  They  gave  some  bounce  to  third-quarter  growth  in 
?al  gross  national  product,  but  fourth-quarter  GNP  is 
kely  to  give  back  some  of  those  gains. 
The  economy  will  remain  subdued  as  1990  approaches, 
he  main  reason  is  that  manufacturing  is  losing  steam, 
oth  capital  spending  and  exports,  which  stoked  the 
ictory  engine  in  1988,  are  slowing.  And  that's  cutting 
ito  the  growth  of  new  orders.  Consumers  are  still 
lending  at  a  pace  guaranteed  to  keep  the  expansion 
loving  forward,  however. 

A  VOTE  OF  If  the  broad  majority  of  business  econo- 
CONFIDENCE  mists  is  right,  the  economic  slowdown 
FOR  FED  will  continue  all  the  way  through  next 
POLICY  yesLT.  The  consensus  forecast  of  the  Na- 
onal  Association  of  Business  Economists  (NABE),  gath- 
red  in  San  Francisco  for  its  annual  meeting  on  Sept.  25- 
1,  calls  for  2.2%  growth  in  real  GNP  during  1990, 
leasured  fourth  quarter  to  fourth  quarter.  For  1989,  the 
)nsensus  was  that  growth  would  end  up  at  2.17c  (chart). 
The  economists  also  look  for  a  slight  easing  in  infla- 
on  next  year,  to  4.37^-  from  5%  in  1989,  measured  by  the 
)nsumer  price  index.  And  with  tame  inflation  and  a 
ow  economy,  they  project  unusual  stability  in  interest 
ites.  The  forecasters  expect  rates  on  three-month  Trea- 
iry  bills  to  drift  down,  ending  1990  at  7.3%,  compared 
ith  S%  now.  They  foresee  long-term  rates  remaining 
irtually  unchanged:  Yields  on  30-year  Treasury  bonds 
ill  end  the  year  in  their  recent  8%-to-8y4%  range. 

Recession  is  barely  in  the  pic- 
ture. Only  one  economist  in  five 
projects  a  downturn  next  year. 
Back  in  February,  it  was  one 
out  of  two.  In  fact,  52%  of  the 
forecasters  now  look  for  the 
current  expansion  to  last  all  the 
way  through  1991,  the  first  time 
during  this  business  upswing 
that  a  clear  majority  has  expect- 
ed two  consecutive  years  of  un- 
interrupted growth. 


WHAT  THE  BUSINESS 
ECONOMISTS  EXPECT 


I  - 


REAL  GNP_ 
GROWTH 


87      '88     '89  '90 
i  PERCENT  CHANGE  fORECASI 
EOURTH  OUARTtR  TO  FOURTH  0UARU8 

DATA  COMMERCE  DEPT., 
lATlONAl  ASSOCIAIIOK  Of  BUSINESS  ECONOMISTS 


A  big  reason  for  the  economists'  optimism  is  their 
mfidence  in  Federal  Reserve  Board  policy.  A  solid  61% 
ilieve  that  the  current  thrust  of  monetary  policy  is 
ibout  right."  A  slightly  smaller  percentage  expects  the 


Fed  to  at  least  "encourage  market  interest  rates  to  fall" 
during  the  next  six  months. 

If  the  economists  are  right,  the  expansion  will  become 
the  longest  in  modern  times,  surpassing  the  106-month 
upswing  in  the  1960s.  But  growth  is  likely  to  be  so 
sluggish  for  the  next  two  years  that  some  industries  and 
regions  may  feel  as  if  they're  in  a  recession. 


I SHOPPERS      Consumers  will  have  a  lot  to  do  with  how 
HAVE  THEIR    accurate  the  NABE  forecast  proves  to  be. 
WALLETS       Yor  now,  growth  in  jobs  and  incomes  is 
keeping  shoppers  in  a  spending  mood — 
but  maybe  not  as  vibrant  as  the  August  numbers  imply. 

Consumer  spending  on  both  goods  and  services — retail 
sales  include  only  goods — rose  a  strong  0.9%  in  the 
month,  to  an  annual  rate  of  $3,508.3  billion.  And  because 
prices  actually  fell  0.1'a,  real  inflation-adjusted  spending 
rose  a  bit  faster  than  that.  It  was  up  1%-,  the  strongest 
advance  in  2V2  years. 

Purchases  of  cars  and  trucks  accounted  for  a  dispro- 
portionate 60%  of  the  month's  total  inflation-adjusted 
increase,  however,  because  consumers  responded  so  fa- 
vorably to  Detroit's  closeout  bargains.  Excluding  sales 
of  motor  vehicles,  real  consumer  outlays  were  up  only 
0.4%  in  August — a  solid  gain  but  far  less  spectacular. 

Inflation-adjusted  sales  of  du- 
rable goods  other  than  autos 
were  also  strong:  They  rose 
1.5%,  led  by  a  rebound  in  pur- 
chases of  furniture  and  appli- 
ances. But  that's  probably  a 
onetime  jump  as  well.  Sales  of 
nonauto  hardgoods  had  dropped 
1.5%  in  July,  putting  them  back 
only  to  their  June  level.  Real 
spending  on  both  nondurable 
goods  and  services  posted  mod- 


THE  REBOUND  IN 
CONSUMER  SPENDING 


INFLATION-ADJUSTED  GROWTH 


III      IV  I 


III 

•88  '89  EST. 

▲  percent  CHANGE,  ANNUAL  RATE 
DATA:COMM£Ra  DEPT.,  8W  ESIIMAIE 


erate  gains — 0.2%  and  0.4%,  respectively. 

Consumer  spending  for  the  third  quarter  shapes  up  to 
be  exceptionally  strong.  Even  if  car  buying  in  September 
drops  back  to  its  July  pace  and  spending  elsewhere 
remains  flat,  growth  in  real  consumer  outlays  will  be 
reported  at  more  than  4%  for  the  quarter  at  an  annual 
rate  (chart).  That  will  be  the  largest  gain  in  seven  quar- 
ters, and  it  will  give  third-quarter  GNP  a  boost. 

The  problem:  Car  buying  is  likely  to  drag  down  fourth- 
quarter  consumer  spending  by  as  much  as  it  increased 
sales  in  the  third  quarter.  Car  purchases  typically  fall 
off  after  an  incentive-led  round  of  buying.  And  sticker 
shock  won't  help  matters:  Detroit  has  put  through  some 
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of  the  steepest  price  hikes  in  recent  years  for  its  new 
1990  models. 

Auto  sales  already  are  trailing  off.  They  hit  an  impres- 
sive annual  rate  of  8.3  million  in  mid-September  but  had 
fallen  sharply  in  early  September,  to  only  6.7  million 
from  8.3  million  during  all  of  August.  That  drops  sales 
for  the  first  two-thirds  of  the  month  back  to  their  July 
pace  of  7.5  million. 

I PAYCHECKS  Although  car  buying  may  suffer  in  com- 
ARi  ing  months,  strong  income  growth  will 

A  hgip  consumer  spending  elsewhere.  Per- 

FATTER  sonal  income  rose  0.4%  in  August,  to  an 
annual  rate  of  $4,466.2  billion.  That  gain  was  less  than 
July's  0.7%  increase  and  June's  0.5%'  rise,  but  it  was  held 
back  by  strikes  at  several  regional  phone  companies. 
Returning  workers  will  boost  incomes  for  September. 

That  continued  income  growth,  combined  with  low  in- 
flation during  the  entire  quarter,  means  that  real  dipos- 
able  income,  adjusted  for  inflation  and  taxes,  probably 
posted  about  a  6%  annual  rate  of  gain  for  the  third 
quarter,  well  above  the  pace  of  spending.  Clearly,  that 
puts  consumers  in  excellent  financial  shape  going  into 
the  fall  buying  season. 

In  fact,  solid  income  gains  have  allowed  consumers  to 
save — as  well  as  spend.  Savings  as  a  percentage  of 
disposable  income  stood  at  5.4%  in  August,  close  to  the 
5.5%'  rate  averaged  so  far  this  year.  That's  up  sharply 
from  4.2%  during  1988  and  from  an  expansion  low  of 
3.2%  in  1987. 


BUSINESS 
IS  SLOWER 
IN  HEAVY 
INDUSTRY 


Gains  in  consumer  spending  will  be  criti- 
cal in  keeping  the  manufacturing  sector 
moving  forward,  particularly  now  that 
growth  in  the  factory  sector  is  slowing 
down.  While  consumer  buying  has  eased  from  its  1988 
pace,  manufacturing's  other  key  sources  of  demand,  ex- 
ports and  capital  spending,  are  also  slowing.  But  con- 


FACTORY  ORDERS 
STILL  LOOK  SOFT 


sumers  are  nearly  two-thirds  of  real  GNP,  and  they're;,' 
still  U.  S.  manufacturers'  most  important  market. 

Slower  growth  in  the  factory  sector  shows  up  in  the 
order  books  of  durable-goods  manufacturers.  Hardgoodsj 
orders  have  been  volatile  in  recent  months,  and  despite  a 
strong-looking  3.8%o  gain  in  August,  to  $126.7  billion,  the 
trend  of  orders  has  clearly  weakened  this  year,  as  showri 
by  their  three-month  moving  average  (chart).  During  the 
past  three  months,  average  monthly  bookings  were  1.1^ 
below  their  average  for  the  previous  three  monthsa 
which  was  1.7%-  below  the  three  months  before  that. 

The  aircraft  industry  account- 
ed for  much  of  the  year's  vola- 
tility in  orders.  But  in  August, 
Detroit  was  also  a  culprit.  Mo- 
tor vehicles  led  a  sharp  6.7% 
jump  in  bookings  in  the  trans- 
portation industry,  as  carmak- 
ers geared  up  for  1990-model 
production.  The  increase  in  auto 
orders  was  so  large  that  it  off- 
set a  drop  in  aircraft  bookings. 

But  Detroit's  output  was  vir- 
tually dead  in  the  water  after  it  cut  back  in  the  summe 
to  reduce  inventories.  The  August  order  gain  will  not 
repeated.  Auto  production  schedules  for  the  fourth  quaj 
ter  are  very  conservative,  and  that  will  depress  orders 
supplier  industries,  such  as  steel,  plastic,  and  glass.  |:i 

Another  sign  of  manufacturing's  slowdown  is  the  Ai|j 
gust  decline  in  the  backlog  of  unfilled  orders,  the  first  t: 
2Vz  years.  Excluding  aircraft,  the  backlog  has  been  fa| 
ing  all  year.  That  means  factories  must  depend  incres 
ingly  on  new  orders  to  keep  production  lines  moving. 

But  factory  orders  are  slowing  down.  Combine  th; 
with  less  exuberant  consumer  spending  in  the  foun 
quarter,  and  economic  growth  seems  most  unlikely  ||[, 
speed  up  again.  For  the  near  term,  at  least,  the  NAI^ 
may  well  be  right.  11^ 


JAN, '88 
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THE  WEEK  AHEAD 


NAPM  SURVEY 

ment  and  the  recent  trends  in  building 
contracts  and  housing  starts. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tuesday,  Oct.  3,  10  a.m. 
New-home  sales  in  August  probably 
gave  back  some  of  their  strong  14.4% 
jump  in  July.  Most  economists  expect  an 
annual  selling  rate  of  about  730,000 
units,  down  from  739,000  in  July. 

FACTORY  INVENTORIES 

Monday,  Oct.  2,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
for  September  will  likely  remain  below 
50%,  indicating  continued  weakness  in 
the  nianufacturing  sector.  The  index 
may  even  dip  below  August's  level  of 
45.2%.  That  would  be  consistent  with  a 
similar  index  compiled  by  the  Philadel- 
phia Federal  Reserve. 

COr^STRUCTION  SPENDING 

Tuesday,  Oct.  3,  10  a.yn. 
A  modest  rise  in  factory  output  sug- 
gests a  moderate  0.4%  increase  in  manu- 
facturers' inventories  for  August.  The 
1.1%  surge  in  July  stockpiles  was  caused 
by  heavy  car  inventories,  but  strong 
sales  shrank  stocks  in  August. 

Mo,  lay,  Oct.  2,  10  a.m. 
Econ  imists  expect  construction  spend- 
ing to  show  a  rise  of  0.5%  for  August, 
following  no  change  in  July,  based  on 
the  month's  gain  in  construction  employ- 

EMPLOYMENT 


Fnday,  Oct.  6,  8:30  a.m. 
Most  economists  are  looking  for  a  Sj- 
tember  gain  in  nonfarm  employment! 
about  300,000  workers.  The  number  \B 
be  inflated  by  about  100,000  because  iif 
returning  strikers  at  phone  compani|. 
The  remaining  200,000  increase  is  s^- 
gested  by  the  improving  trend  of  claiS 
for  unemployment  insurance. 

INSTALLMENT  CREDIT  

Friday,  Oct.  6 

Consumers  probably  borrowed  aboutSS 
billion  more  than  they  paid  off  in  a- 
gust.  That's  suggested  mainly  by  je 
month's  jump  in  car  sales.  Outstandjg 
debt  in  July  shrank  by  $280  million.  ■ 
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tD  Financial  Hassle! 


SoLongledium 


Hello,  Quicken 


,  "X   7'hy  waste  time  doing  your  finances? 

/  Quicken  slashes  time  and  effort 
T    T     every  month .  .  perfectly  organizes 
ur  finances  .  .and  provides  instant  insight 
to  yciur  money  matters 

Breeze  Through  Financial  Chores 

Quicken  takes  the  drudgery  out  of  routine 
lances.  It  automates  everything  from  bill  pay- 
5  to  hookkeepmg  .  reconciliation  to  reporting 
iicken  does  in  minutes  what  used  to  take  hours. 

Quicken  actually  learns  your  regular  bills 
d  reminds  you  when  to  pay  them  Just  confirm 
yment  amounts,  and  in  seconds,  Quicken 
rforms  14  bookkeeping  steps,  categorizes 
penses,  and  hands  you  printed  checks 
dressed  for  mailing  Or,  pay  your  bills  using 
leckFreer  the  nation's  electronic  payment 
item.  And,  Quicken  keeps  perfect  records 
all  your  handwritten  checks. 

I  Bigger  Picture  with  Smaller  Effort 

Quicken  automatically  organizes  your 
ances.  Imagine  always  knowing  how  much 
)ney  you  have. .  and  exactly  where  it's  going 
the  press  of  a  button.  Quicken  generates 
iightful  reports  such  as  Income  and  Expense, 
sh  Flow,  Budget  vs.  Actual,  Balance  Sheet/ 
t  Worth,  Job  Costing,  and  more 

Relax  at  Tax  Time 

Stop  dreading  tax  time.  Quicken  keeps 

portant  tax  data  at 

jr  fingertips  auto- 

itically.  In  seconds, 

J  can  print  an 

mized  list  support- 
[  ;  your  deductions. 
'  IS,  Quicken  links 

ectly  to  top  selling 
•  ;  software  hke  Turbo 

<•  andJ.K  Lasser's 

ur  Income  Tax* 


INFO 

WORLD 


•1988< 


PRODUCT 
OFTMEYEAR 


NEW  IBM*  Version 

•  New  credit  card,  cash,  asset,  and 
liability  accounts 

•  New  reports  show  data  from  all 
accounts 

•  New  Tax  Summary  and  Net  Worth/ 
Balance  Sheet  reports 

•  Variable  monthly  budget  reports 

•  Links  with  CheckFreer  the  nation's 
electronic  payment  system 

NEW  Macintosh*  Version 

•  Far  more  flexible  reports,  with 
multi-column  capability  for  trend 
tracking 

Both  New  Versions 

•  New  wallet-size  checks 

•  New  Canadian  dates  and  tax 
categories 


The  World's  #1  Best  Seller 

Quicken  is  the  best  selling  business  and  per- 
sonal financial  software  in  the  world  Bill  Howard 
of  PC  Magazine  (December  27, 1988)    ?  ;  ,  T 

says,  "Quicken  is  about  as  H  ^ 
good  as  software  gets- 
powerful,  affordable  and 
easy  to  use!'  Broadway  award 
playwright  ("Mame  ")  Robert 
E  Lee  remarks,  "This  astonishingly 
simple  program. . .  is  truly  true  to  its  name. 
Indeed,  it  does  quicken  the  time  required  for 
routine  bookkeeping!" 

No  Computerese  or 
Accounting  Mumbo  Jumbo 

Quicken  is  so  easy,  you're  up  and 
running  in  minutes  That's  because  the 
whole  program  looks  and  works  just 
like  the  paper  checkbook  and  register 
you've  always  used  Quicken  doesn't 
change  how  you  do  your  finances, 
only  how/ast  you  finish  them. 

Powerful  Business  Features 

Over  half  of  Quicken's  cus- 
tomers use  It  for  small  business 
bookkeeping  Quicken  pro- 
duces financial  statements  such 
as  Proht  and  Loss,  Balance  Sheets  and  other 
useful  management  reports  It  forecasts  your 
cash  flow,  and  tracks  A/R,  A/P,  payroll,  jobs, 
clients,  properties,  and  more. 


Try  Quicken  FREE  for  30  Days 

Order  from  the  coupon  below,  and  if  you're 
not  completely  satisfied  for  any  reason,  simply 
return  it  for  a  full,  no-questions-asked  refund. 
So,  why  wait?  Say  good  riddance  to  financial 
hassle,  and  order  Quicken  today 

Send  in  the  coupon,  or  call 
1-800-624-8742  U.S.  and  Canada. 


SPECIFICATIONS 

Ffalurc  seu  vary  according  to  machine  type  N(t  Worth/Batante 
Sheel  reports,  available  for  the  IBM.  are  not  available  for  Mac 
and  .4pp/e  versions 

IBM:  All  IBM*  PC,  XT*  AT*  PS/2?  and  compatibles  with 
320K  RAM  and  DOS  2  0  or  higher  Exports  in  ASCII  and 
Lotus*  formats 

Mac  All  with  'jl2K  RAM  Exports  to  SYLK. Text,  and 
HyperCard'"  formats 

Apple:  IIGS.  11c.  lie  Plus,  and  He  with  128K  RAM  Exports 
to  AppleWorks*  for  budget,  custom,  P&L,  and  multi- 
column  reports 

All  versions:  Works  with  all  monitors  and  all  printers 
Unlimited  number  of  bank  accounts  and  transactions 
(subject  to  available  disk  space).  Maximum  amounts  to 

$9,999,999  99 

Other:  Unlimited  FREE  technical  support  Not  copy- 
protected checks  are  pre-approved  by  all  financial  mstuu- 
tions  in  the  U  S  and  Canada  Sample  checks  and  order 
form  are  enclosed  in  Quicken  package 
CheckFree  Electronic  Bill  Payment;  IBM  Version  only.  Pays 
all  bills  Works  with  all  U  S  hnancial  institutions  Modem 
and  software  required  A  service  of  Checkfree  Corporation 

Quicken  is  available  at  most  computer  and  software  stores 


I  warn  lo  say  goodbye  to  financial  hassle  and  try  Quicken 
If  I  m  nol  completely  satisfied.  I  may  return  it  within  30 
days  lor  a  full  refund  Quicken,  U  S  $59  95.  includes  free  shipping  by  air 
California  residents,  please  add  sales  lax  For  coupon  orders,  allow  10 
days  for  delivery  (longer  lo  Canada) 


Ciry 


Zip 


Daytime  Phone  (  ) 


□  IBM  and  compatibles         □  5'A"di5k         □  3'/i"  disk 

□  Apple  11 

□  Macintosh 

Preferred  payment  method  (check  one) 

□  Check  enclosed  (no  purchase  orders  or  COD,  please) 

□  Visa  □  MasterCard  □  Amencan  Express 
Card  No  Exp  Date 


Signature  

Mail  to 

intuit 

540  University  Ave 
Palo  Alto.  CA  94301 


Or.caU:  1-800-624-8742  m  US 

and  Canada  for  charge  card  orders 

Current  Quicken  users 

To  upgrade,  call  the  800  number  above 

G-BWIO 


s 


FOREIGN  POLICY 
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INCHING  EVER  CIDSER 
TOGETHER 

THE  U.S.  AND  SOVIETS  CROSSED  A  THRESHOLD  OF  COOPERATION  IN  JACKSON  HOI 


They  came.  They  fished.  They  con- 
curred. In  the  unHkeliest  of  diplo- 
matic settings,  Secretary  of  State 
Jamc.N  A.  Baker  Ill's  meeting  with  Sovi- 
et Fore  ign  Minister  Eduard  A.  Shevard- 
nadze .uvtid  Wyoming's  jagged  Grand 
Tetons  nj;iv  turn  out  to  have  been  one  of 
the  most  I'riiitful  superpower  powwows 
since  the  hr  >; inning  of  the  cold  war. 

Agreemen  on  a  summit  between 
President  Bu.  ',  and  Soviet  leader  Mik- 
hail S.  Gorbaci  v  t)y  early  next  summer 
captured  world  iu  u  llines.  But  the  Big 
Thaw  at  Jackson  si;.!:nals  a  U.  S.-Soviet 
agenda  far  broader  than  anything  likely 
to  be  achieved  by  sporadic  bursts  of 


summit  diplomacy.  Washington  and 
Moscow  now  seem  ready  to  move  from 
low-key  accommodation  to  active  collabo- 
ration in  reducing  arms,  quelling  region- 
al conflicts,  and  even  linking  hands  to 
assist  Gorbachev's  shaky  perestroika 
(table). 

Consider  the  little-heralded  agreement 
to  support  the  Central  American  Presi- 
dents' peace  plan — a  formula  for  remov- 
ing that  region's  conflicts  from  super- 
power pressure.  Or  President  Bush's 
offer  in  a  Sept.  25  speech  at  the  U.  N.  to 
destroy  most  U.  S.  chemical  weapons. 
Shevardnadze  quickly  embraced  the 
Bush  initiative,  even  calling  for  the  elim- 


ination of  U.  S.  and  Soviet  chemical  ar 
sooner  rather  than  later. 

It's  still  up  to  Bush  to  decide,  howl 
er,  just  how  far  the  new  cooperation  \| 
go.  Shevardnadze  dangled  the  prospJt 
of  a  breakthrough  in  arms  control  y 
offering  Moscow's  signature  on  a  str* 
gic  arms  reduction  treaty  (START)  wl- 
out  prior  agreement  on  the  fate  of  le 
Star  Wars  missile-defense  system.  UpM 
now,  the  Soviets  had  insisted  that  le 
U.  S.  accept  a  strict  reading  of  the  lf2 
antiballistic  missile  treaty,  which  wold 
cripple  Star  Wars.  "We  recognize  tit 
we're  now  on  the  spot,"  says  an  Adnft- 
istration  official.  "We're  going  to  hre 
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come  up  with  some 
sponse." 

That  response  will  be 
rutinized  by  Demo- 
ats  and  European  al- 
s  who  want  to  curb 
e  arms  race  and  by 
rht-wing  Republicans 
10  fear  that  Bush  will 
-andon  Star  Wars.  On 
ipt.  27,  Bush  said 
ere  is  a  "good  likeli- 
lod  an  agreement 
uld  be  ready  for  next 
ar's  summit,"  to  be 
Id  in  the  U.S.  But 
itional  Security  Ad- 
ier  Brent  Scowcroft 
d  Defense  Secretary 
chard  B.  Cheney  doubt  both  Gorba- 
ev's  intentions  and  his  prospects  for 
ijing  in  power.  They  have  been  cool  to 
ART  and  would  prefer  to  speed  up  con- 
ntional  arms  talks  that  would  reduce 
viet  troops  in  Eastern  Europe. 
tGENT  QUEST.  Critics  fear  that  these 
nflicts,  together  with  Bush's  innate 
ution,  will  keep  him  from  seizing  a 
storic  opportunity.  Despite  the  warm 
3w  in  Wyoming,  "the  Bush  Adminis- 
ition  still  hasn't  realized  the  full  sig- 
ficance  of  the  reforms  in  Eastern  Eu- 
pe  and  the  changes  in  the  Soviet 
lion,"  observes  Adrian  Hyde-Price,  an 
ist-West  specialist  at  London's  Royal 
stitute  of  International  Affairs. 
The  current  opportunity,  Soviet  ob- 
rvers  say,  flows  from  Gorbachev's  ur- 
nt  quest  for  diplomatic  gains  to  offset 
e  Soviet  economy's  dismal 
ospects — at  least  through 
Jl.  As  Andrei  V.  Kortunov,  an 
alyst  at  Moscow's  Institute  of 
I  USA  &  Canada,  puts  it:  "Gor- 
chev  really  needs  some  for- 
ni  policy  successes."  Besides 
linking  START  and  ABM,  She- 
rdnadze  dropped  Moscow's  in- 
tence  that  a  start  pact  in- 
ide  sea-launched  cruise 
ssiles — which  can't  be  moni- 
•ed,  the  U.  S.  says. 
VIore  than  the  timing  of 
VRT  is  at  stake.  The  real 
eakthroughs  in  Wyoming 
ne  from  a  new  willingness  to 
)perate  on  chronic  regional 
putes  in  Latin  America,  the 
ddle  East,  and  southern  Afri- 
But  Soviet  willingness  to  go 
■ther  may  depend  on  Wash- 
ton's  showing  good  faith  on 
ns  talks. 

the  trade-off  is  tantalizing, 
[  ;ause  so  far,  Moscow  has  of- 
!  ed  virtually  all  the  conces- 
tis  in  regional  disputes.  In 
'  'kson  Hole,  the  Soviets  prom- 
i  for  the  first  time  to  press 


GORBACHEV'S  POLITICAL  FATE  HINGES  ON  GETTING  THE  SOVIET  ECONOMY  GOING 


'  ba  to  cut  arms  shipments  to 


rebels  seeking  to  topple  El  Salvador's 
U.  S.-backed  government.  "The  Ameri- 
cans think  we  supply  far  more  arms  [to 
Soviet  clients]  than  are  necessary,"  says 
Deputy  Foreign  Minister  Anatoly  L. 
Adamishin.  Now,  as  a  result  of  talks  on 
Afghanistan  and  other  issues,  Adami- 
shin thinks  agreements  can  be  reached 
to  end  such  arms  shipments. 

Before  returning  to  Moscow,  Shevard- 
nadze planned  to  fly  to  Managua  to  talk 
with  Nicaragua's  Sandinistas.  He  was 
expected  to  urge  them  to  keep  their 
promise  to  hold  fair  elections  next  Feb- 
ruary. U.  S.  officials  also  hope  the  Sovi- 
ets will  help  win  Palestine  Liberation  Or- 
ganization support  for  a  plan  to  hold 
elections  in  the  West  Bank  and  Gaza. 

Moreover,  progress  in  Wyoming  went 
well  beyond  the  superpowers'  basic  se- 


MILESTOHES  TOWARD  GREATER 
U.S.-SOVIET  COOPERATION 


The  Jackson  Hole  agreements  call  for... 

►  First  Bush-Gorbachev  summit  meeting 

►  Mutual  chemical  arms  monitoring 

►  Exchange  of  information  on  strategic  military  exercises 

►  "Innocent  passage"  of  ships  in  territorial  waters 

►  Greater  use  of  the  World  Court 

►  Support  for  Central  American  Presidents'  peace  plan 

►  U.S.  help  in  freeing  Soviets  captured  in  Afghanistan 

►  Possible  mutual  backing  for  an  Afghan  government 

►  Regular  talks  on  Soviet  economic  reform 

►  Establishment  of  a  regional  Bering  Strait  commission 

►  Freer  travel  for  local  residents  over  Bering  Strait 

...and  could  lead  to  even  bigger  moves 

►  Shrinkage  of  conventional  forces  in  Europe 

►  A  START  accord  to  cut  strategic  weapons 

►  Nuclear  test  monitoring 

►  Waiver  of  the  Jackson- Vanik  amendment 

►  Environmental  cooperation 


curity  agenda.  For  the 
first  time,  the  U.  S. 
agreed  to  regular  talks 
with  Moscow  on  eco- 
nomics. Until  now,  "the 
Administration  has  ap- 
proached Soviet  eco- 
nomic reform  as  though 
it  was  a  bit  of  a  specta- 
tor sport,"  says  Soviet 
expert  Ed  A.  Hewett  of 
the  Brookings  Institu- 
tion. "We  have  a  role  to 
play  in  this  process." 

Gorbachev  needs  all 
the  help  he  can  get  to 
fix  his  deteriorating 
economy.  And  U.  S.  of- 
ficials, led  by  State  De- 
partment Counselor  Robert  B.  Zoellick, 
talked  economics  with  their  Soviet  coun- 
terparts for  seven  hours.  They  focused 
on  technical  questions,  from  floating  So- 
viet government  securities  to  how  to 
make  the  ruble  convertible.  During  a 
planned  visit  to  Moscow  in  October,  Fed- 
eral Reserve  Board  Chairman  Alan 
Greenspan  is  expected  to  offer  counsel 
on  how  the  Soviets  can  control  their 
money  supply  and  restrain  inflation. 
CRUCIAL  TEST.  While  the  Administration 
is  happy  to  dispense  advice,  major 
changes  in  economic  ties  are  another 
matter.  The  U.  S.  embassy  in  Moscow  is 
bracing  for  a  deluge  of  300,000  appli- 
cants for  emigrant  visas  next  year,  of 
which  80,000  are  expected  to  be  allowed 
into  the  U.  S.  In  return  for  the  easing  of 
Soviet  emigration  curbs.  Bush  is  likely 
to  waive  the  Jackson-Vanik 
Amendment,  which  restricts  So- 
viet-U.  S.  trade. 

The  key  to  relations  in  all  ar- 
eas, however,  will  be  Bush's  de- 
cision on  START,  which  Moscow 
sees  as  the  crucial  test  of  U.  S. 
intentions.  Shevardnadze  said 
Moscow  would  reserve  the  right 
to  abrogate  a  START  pact  if  the 
U.  S.  builds  a  Star  Wars  system. 
But  in  fact,  the  Soviets  are 
banking  on  Congress,  which  has 
cut  Star  Wars  funds  and  upheld 
the  ABM  treaty,  to  police  Admin- 
istration behavior. 

That  may  suit  Bush  just  fine. 
Moscow's  politically  deft  offer 
on  START,  tailored  to  enable 
Bush  to  tell  U.  S.  conservatives 
that  he's  not  abandoning  Star 
Wars,  reflects  the  deepening  un- 
derstanding between  Baker  and 
Shevardnadze.  That,  plus  the 
broader  vistas  in  U.  S.-Soviet  re- 
lations they  glimpsed  in  Wyo- 
ming, might  be  enough  to  per- 
suade Bush  to  say  yes. 

By  Bill  Javetski  in  Jackson, 
Wyo.,  with  Rose  Brady  in  Moscow, 
and  bureau  reports 
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A  COMPUTER  IMAGE  OF  THE  JET:  A  HIGH  PRICE  TAG 
AMD  RULES  PROHIBITING  SUPERSONIC  TRAVEL  OVER 
THE  U.S.  ARE  ONLY  TWO  OF  THE  HURDLES  IT  FACES 


AVIATION  I 


THE  SOVIETS  WANT  TO  HEIP  BUILD 
A  CAPITALIST  STATUS  SYMBOL 


They  may  team  up  with  Gulf  stream  on  a  supersonic  corporate  jet 


ikhail  Gorbachev's  policy  of 
perestroika — and  his  hunger 
for  quality  exports — have  pro- 
duced yet  another  odd  couple  in  U.  S.- 
Soviet relations.  Gulfstream  Aerospace 
Corp.,  the  Chrysler  Corp.  subsidiary  that 
makes  the  business  jets  that  are  perhaps 
the  ultimate  corporate  status  symbol, 
wants  to  team  up  with  the  P.  0.  Sukhoi 
Design  Bureau,  a  Russian  aircraft  de- 
signer responsible  for  the  SU27,  a  super- 
sonic Soviet  Air  Force  fighter  plane.  The 
partners'  goal:  to  build  a  supersonic 
business  jet  with  a  top  speed  of  1,500 
mph — 77c  faster  than  the  Concorde. 

Gulfstream  CEO  Allen  E.  Paulson 
swears  this  is  no  kooky  idea:  Sukhoi  will 
apply  its  supersonic  knowhow  to  build- 
ing the  airframe,  while  another  Soviet 
outfit  is  negotiating  with  Rolls-Royce 
PLC  to  provide  the  engines.  Gulfstream 
will  equip  the  planes  with  flight  controls, 
avionics,  electrical  systems,  air  condi- 
tioning, and  interior  finishes. 

Improbable  as  it  sounds,  the  Soviets 
promise  a  prototype  in  three  years  and 
production  in  the  Soviet  Union  within 
five.  .Already,  negotiations  have  proceed- 
ed witi!  un-Russian  dispatch.  After  read- 
ing in  a  trade  magazine  that  Sukhoi 
wantpfl  Lo  work  with  Gulfstream,  Paul- 
son met  with  Sukhoi's  chief,  Mikhail  P. 
Simonov,  at  the  Paris  Air  Show  in  June. 
Simonov  .  tys  the  two  men  needed  only 
20  minutes  lo  agree  they  could  help  each 
other.  By  Sept.  20,  the  memorandum  of 
understanding  was  signed.  Final  design 


specifications  are  due  on  Nov.  15. 

The  new  jet,  with  a  shape  reminiscent 
of  the  Concorde's,  will  feature  a  cabin 
slightly  wider  than  that  aircraft's  but 
will  weigh  less  than  a  quarter  as  much. 
It  should  seat  up  to  18  travelers  and  in  a 
stretched  commercial  version  could  car- 
ry about  50  vs.  the  Concorde's  100. 
James  C.  Christiansen,  president  of  Jet 
Aviation  Business  Jets  Inc.,  a  big  char- 
ter operator  of  business  planes,  thinks 
multinational  corporations  will  be  willing 
buyers,  particularly  those  faced  with 
grueling  Pacific  Rim  travel  schedules. 

Paulson  says  he  also  got  an  enthusias- 
tic response  from  two  airline  chairmen 
he  briefed  on  his  SST's  value  as  a  com- 
mercial aircraft.  "Frequency  of  service 
is  the  key  for  airlines,"  he  says.  "If  you 
build  a  300-seat  SST,  you  defeat  the  pur- 
pose, because  it  takes  so  long  to  load 
and  unload  the  plane."  It's  conceivable 
that  the  Sukhoi-Gulfstream  SST  could  be 
the  true  heir  to  the  Concorde,  since  no 
airplane  maker  has  been  bold  enough  to 
launch  the  next  generation  of  giant  SSTs. 
TAINTED.  As  you  would  guess,  there  are 
hurdles  aplenty.  The  estimated  price  per 
plane  is  $50  million  in  1989  dollars- 
more  than  double  the  cost  of  a  Gulf- 
stream IV.  Executives  could  try  to  justi- 
fy the  price  to  shareholders  by  contract- 
ing it  out  to  third-party  travelers. 

There's  also  the  Soviets'  record  as  a 
commercial  planemaker  to  consider.  Suk- 
hoi is  bound  to  be  tainted  by  the  failures 
of  other  Soviet  companies:  The  Tupolev 


144  supersonic  passenger  jet, 
for  example,  was  a  bust.  Says 
Christiansen:  "Buyers  have  to  ha 
some  confidence  this  program  will  co: 
tinue  and  that  the  residual  value  of  tl 
plane  will  be  there."  Paulson  knows  th 
and  is  willing  to  stake  his  company 
sterling  reputation  on  the  SST  by  mark 
ing  it  with  Gulfstream 's  name  on  it 

Gulfstream  also  has  to  gear  up  f( 
some  heavy-duty  politicking.  Paulsi 
thinks  the  Administration  will  clear 
new  agreement  allowing  the  Fede: 
Aviation  Administration  to  accept  tl 
Soviets'  airworthiness  certificate  for  tl 
plane.  But  Gulfstream  could  face  a  figj 
in  gaining  an  export  license  for  tl 
plane's  advanced  avionics  and  other  ge| 
that  has  military  applications. 

The  sonic  boom  the  craft  would  mai 
creates  another  problem.  Simonov  s; 
the  plane's  design  may  eliminate 
booms.  Even  if  it  doesn't,  he  insists 
plane  will  be  much  quieter  than  the  Cell 
corde.  But  James  E.  Densmore,  tj 
faa's  director  of  environment  and  en; 
gy,  doubts  the  Soviet-Gulfstream 
could  win  an  exemption  from  the  r 
that  bars  commercial  flights  from 
ceeding  Mach  1  over  the  U.  S. 

It's  a  wonder  the  Soviets  would 
bark  on  such  a  risky  venture,  given 
woeful  state  of  their  economy.  Yet 
monov  indicated  in  a  Moscow  mtervi] 
that  Soviet  leader  Gorbachev  is  an 
thusiastic  backer.  Says  Simonov:  "Tljieer; 
policy  is  not  to  have  war  but  to  tra( 
Lured  by  the  prospect  of  earning 
cious  hard  currency,  the  Soviets  are 
ing  to  pay  all  of  the  $1  billion  in  reseaj 
and  development  costs  for  the  rj 
plane.  Now,  all  Paulson  and  his  b' 
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their  new  comrades  perform. 

By  Chuck  Hawkins  in  Atlanta  and  1\ 
Brady  in  Moscow,  with  Seth  Payne\ 
Washington 
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RD  WORLD  DEBT  I 


HE  FED  LIFTS  THE  BRADY  PLAN 
lUT  OF  ITS  SICKBED 


laxing  accounting  rules  will  let  the  banks  pony  up  more  loans 


.^^^hen  the  world's  bankers  came 
l^ttv  to  Washington  for  the  Inter- 

W^m  national  Monetary  Fund's  an- 
al meeting,  prospects  for  the  Brady 
in — the  U.  S.-backed  strategy  for  re- 
dng  Third  World  debt — were  fading 
;t.  Three  big  New  York  banks  had 
)sted  their  reserves  against  develop- 
;-country  loans,  strengthening  their 
nd  in  negotiations  with  debtors, 
unching  a  rescue  mission,  Treasury 
jretary  Nicholas  F.  Brady  summoned 
I  U.  S.  bankers  to  urge  their  support 
•  his  debt  plan.  Even  President  Bush 
t  involved,  lobbying  65  international 
ikers  at  the  White  House. 
But  some  surprise  help  from  an  unex- 
;ted  source  may  do  more  to  save  thv 
ady  Plan  than  all  the  arm-twisting.  In 
ittle-noticed  speech.  New  York  Feder- 
Reserve  President  E.  Gerald  Corrigan 
d  U.  S.  bankers  that  regulators  will 
id  the  accounting  rules  governing 
n-loss  reserves  for  banks  that  fall  in 
■,h  Brady.  Corrigan's  proposals  mean 
iks  could  eventually  be  credited  with 
5  billion  in  additional  reserves  against 
ir  Third  World  loans  (table).  The  Ft., 
ve  could  encourage  U.  S.  banks  to  ex- 
d  new  loans  to  Mexico  and  other 
»tors  even  as  they're  writing  off  old 
dits  under  Brady  Plan  workouts. 
FALLY  COVERED.  Despite  Brady's  em- 
isis  on  reducing  old  debts,  the  Admin- 
ation  and  the  Fed  have  stressed  that 
V  money  is  crucial  to  long-term  recov- 
of  Third  World  debtors.  It's  also  cru- 
to  Brady:  With  only  $35  billion  avail- 
3  to  underwrite  debt  reduction  in  39 
ntries,  his  plan  won't  work  unless 
ks  chip  in.  The  U.  S.  is  counting  on 
billion  in  new  loans  for  Mexico  alone. 
.  without  tax  breaks  or  regulatory 
3f,  "it  is  very  difficult  for  the  banks 
accept  sacrifices  and  advance  new 
ley,"  says  Alfred  Herrhausen,  chair- 
1  of  West  Germany's  Deutsche  Bank, 
hances  for  significant  new  lending 
e  been  shrinking  since  July,  when 
:ico  completed  negotiations  to  reduce 
554  billion  in  long-term  bank  debt  by 
nuch  as  35%.  The  deal  spurred  the 
k  of  England  to  push  British  banks 
boosting  reserves  to  cover  losses  of 
»  50%  on  their  Third  World  loans. 
.  S.  banks  began  to  follow.  Regula- 
welcomed  moves  that  lifted  Manu- 
urers  Hanover's  reserves  to  36%-  of 
cans  and  Chase  Manhattan  Corp.'s 
118%'.  But  then,  Morgan  Guaranty 


Trust  Co.'s  owner,  J.  P.  Morgan  &  Co., 
shocked  regulators  by  announcing  it 
would  set  aside  enough  to  write  off  its 
entire  $2.8  billion  portfolio  of  long-term 
developing  country  loans.  "We  ought  to 
teach  a  course  called  '100  Years  of  Latin 
Defaults,'  "  grouses  one  Morgan  banker. 
With  Morgan  totally  insulated  against 
loan  losses,  experts  feared  the  bank 
would  lead  a  general  withdrawal  from 
lending  to  Mexico  and  other  debtors. 
Shaken  by  that  possibility,  Corrigan 


Corrigan's  scheme  uses  accounting  gim- 
micks to  make  banks'  reserves  appear 
larger  than  they  are.  The  goal,  he  says, 
is  to  give  banks  "very  flexible  treat- 
ment" for  Mexican-style  debt  deals. 

For  example,  banks  wouldn't  have  to 
set  aside  hefty  reserves  against  short- 
term  trade  credits,  even  to  troubled 
debtors.  And  they  would  be  allowed  to 
count  as  reserves  the  tax  savings  they'll 
eventually  get  from  writing  off  Third 
World  loans.  That  tax  provision  alone 
would  raise  Citicorp's  reserve  ratio  from 
29%  to  37%,  close  to  the  40%  level  regu- 
lators are  thought  to  desire.  Corrigan  "is 
telling  the  banks:  'Don't  follow  Morgan. 
Don't  worry  if  your  reserves  are  a  little 
weak,'  "  says  Mark  Gross,  a  vice-presi- 
dent at  IBCA  Inc.,  a  bank  rating  service. 

Banking  regulators  defend  the  Corri- 
gan proposals  as  creating  "parity"  be- 
tween U.  S.  banks  and  foreign  competi- 


""TED  STilTES^i 


GREENSPAN  AND  BRADY  AT  THE  IMF  MEETING:  MEXICO  ALONE  NEEDS  $10  BILLION  IN  NEW  MONEY 


decided  to  press  ahead  with  his  plan. 
Details  of  the  regulatory  relief  emerged 
in  his  talks  with  Fed  Chairman  Alan 
Greenspan,  Currency  Comptroller  Rob- 
ert L.  Clarke,  and  leading  U.  S.  bankers. 


HOW  THE  FED  HELPED  BIG  BAHKS 
BOOST  RESERVES 


Totol 

Third  World  loons* 
Billions  of  dollars 

Loon-loss  reserves 

Before  After 
Fed  plan     Fed  plan 

CITICORP 

$8.9 

29% 

37% 

BANKAMERICA 

7.4 

34 

41 

MANUFACTURERS  HANOVER 

6.7 

36 

42 

CHASE  MANHAHAN 

6.3 

48 

58 

CHEMICAL  BANK 

4.7 

26 

33 

BANKERS  TRUST 

3.1 

32 

37 

J.P.  MORGAN 

2.8 

100 

129 

FIRST  CHICAGO 

1.3 

60 

61 

'Excluding  trade  financing      **Third  World  loon-loss  reserves  as 
a  percentage  of  total  Third  World  loons                 DATA;  IBCA  INC 

tors.  Unlike  the  U.  S.,  most  European 
nations  let  their  banks  take  tax  deduc- 
tions when  they  raise  loan-loss  reserves. 
Corrigan's  move  could  head  off  a  con- 
gressional bill  calling  for  punitive  re- 
serve levels  for  banks  that  don't 
cooperate  with  the  Brady  Plan. 

The  Administration  hopes  that  a 
combination  of  regulatory  breaks 
and  high-level  pressure  will  give 
the  Brady  Plan  new  momentum. 
The  next  three  months  are  critical. 
First,  banks  must  decide  whether 
to  accept  Mexico's  terms.  After 
Mexico,  le  deluge:  Ten  other  coun- 
tries— from  the  Philippines  to  Ven- 
ezuela to  Morocco — are  queueing 
up  for  billions  in  relief.  None  of 
those  deals  will  fly  without  new 
loans.  At  the  least,  Corrigan's  plan 
promises  to  keep  the  banks  in  the 
lending  business  a  little  while 
longer. 

By  Mike  McNamee  and  William 
Glasgall  in  Washington 
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TAKEOVERS  I 


WHEN  COLUMBIA  METSOKY. , . 
A  lOVE  STORY 


Can  an  electronics  giant  find  happiness  with  a  troubled  studio? 


COIUMBIA'S  UNLUCKY  STREAK  AT  THE  MOVIES  IS  OFFSET  BY  SUCH  TV  HITS  AS  D£SIGMING  WOMBN 


Sony  Corp.  had  stalked  Hollywood 
for  months.  Representatives  of 
the  Japanese  electronics  giant, 
hungry  for  a  studio  to  provide  movies 
and  television  shows  for  the  millions  of 
color  TVs  and  VCRs  it  sells,  were  on  the 
phone  more  often  than  a  pushy  agent. 
Then,  a  couple  of  weeks  back,  when 
Christopher  Skase  outbid  fellow  Aussie 


media  baron  Rupert  Murdoch  for 
MGM/UA  Communications  Co.,  the  calls 
quickly  grew  intense.  "The  number  of 
Hollywood  brand  names  suddenly  got 
rather  skimpy,"  says  one  investment 
banker  who  has  worked  with  Sony  be- 
fore, 'it  was  time  to  move  or  to  watch 
the  film  show  start  without  them." 
Bright  and  early  Sunday  morning. 


Sept.  24,  Sony  moved.  It  bid  $3.4  billion 
in  cash  for  Columbia  Pictures  Entertain- 
ment Inc. — the  highest  bid  ever  by  the 
Japanese  for  an  American  company. 
Three  days  later,  Columbia  approved  thf 
deal,  and  Coca-Cola  Co.,  which  owns  49% 
of  the  studio,  is  expected  to  sign  off  at  £)' 
board  meeting  set  for  Oct.  2.  Owning  65; 
year-old  Columbia  will  give  Sony  one  o/i 
Hollywood's  best-known  names,  along 
with  a  library  of  some  2,700  movies  and 
23,000  TV  episodes.  But  the  studio  ha.\ 
floundered  for  most  of  the  seven  yearij 
Coke  has  controlled  it,  and  it  remain 
heavily  laden  with  debt. 
HANDYCAM  HELPER.  That  didn't  dete 
Sony,  which  can  put  Columbia  films  o 
tiny  cassettes  to  help  push  its  line  of 
millimeter  vcRs.  Sony  was  so  intent  o 
getting  such  help  that  late  last  year 
bid  $1.1  billion  in  cash  and  stock  for 
far  shakier  mgm/ua.  That  deal  fell  apa 
when  MGM/UA  majority  shareholder  Ki 
Kerkorian  insisted  on  buying  back  th 
MGM  name  and  logo,  plus  other  asse 
Sony  also  was  rumored  to  have  be 
keen  on  Paramount  Communicatio 
Inc.  but  made  no  bid. 

Although  it  may  have  been  the  ca 
lyst,  MGM's  sale  wasn't  the  only  forei 
deal  that  spurred  the  electronics  gia 
In  August,  rival  electronics  mak 
JVC/Victor  Co.  of  Japan  agreed  to  inve 
$100  million  with  top  independent  fit 
producer  Lawrence  Gordon.  Other  Ja] 
nese  investors,  including  trading  com 
ny  Mitsui  &  Co.  and  Japan's  biggest  o 
sumer  credit  service,  Nippon  Shinp; 
Co.,  are  expected  to  take  major  equi| 
stakes  in  Skase's  MGM/UA  purchase.  A: 
still  more  Japanese  giants,  includi: 
trading  company  C.  Itoh  &  Co.,  ha| 
invested  in  movie  deals  and  are  aggn 


THE  LEADING  MAN 
IN  THE  SONY-COLUMBIA  DEAL 


The  mood  at  Sony  headquarters  in 
Manhattan  was  jubilant.  From 
the  show  biz  types  sporting  Don 
Joh-i-ison  ponytails  to  the  conservatively 
suited  Japanese  businessmen,  everyone 
was  ci^eery.  CBS  Records  Inc.  President 
Walter  Yetnikoff  walked  around  beam- 
ing over  Sony's  deal  to  buy  Columbia 
Pictures  Entertainment. 

But  no  one  had  better  reason  to  be 
on  an  adrenaline  high  than  Michael  P. 
Schulhoi,  who  is  the  architect  of 
Sony's  Ij.  ,.\  media  shopping  spree.  It 
was  SchuliK/"  who  first  met  informally 
with  ColumL^a  President  Victor  A. 
Kaufman  more  than  a  year  ago  to 
sound  out  a  deal.  And  on  Sept.  27, 


Schulhof  negotiated  the  final  $3.4  bil- 
lion price  with  Herbert  A.  Allen,  Co- 
lumbia's investment  adviser. 

Schulhof's  euphoria  should  last  a 
while.  As  Sony  Corp.  of  America's  vice- 
chairman,  he  promises  to  play  a  major 
role  in  overseeing  the  company's  grow- 
ing stateside  operations,  which  in  addi- 
tion to  electronics  soon  will  include  Co- 
lumbia Pictures,  along  with  the  earlier 
acquisition  of  CBS  Records.  Or,  as 
Schulhof  puts  it  in  perfect  1980s 
techno-babble,  he  will  be  "the  interface 
between  the  software  and  hardware 
sides  of  the  company." 

Schulhof  made  his  way  to  that  niche 
from  Long  Island,  N.  Y.,  where  his  par- 


ents settled  in  1939  after  fleeing  Hitlej 
He  went  off  to  Iowa  for  undergrad'' 
ate  studies  at  Grinnell  College.  Late 
at  Brandeis   University,  Schulh 
earned  a  doctorate  in  physics,  whi, 
helps  him  get  along  with  Sony's  phy>: 
cist  Chairman  Akio  Morita. 
WELL-CONNECTED.  Schulhof  s  businet 
career  began  in  1972,  when  he  decid 
to  quit  researching  nuclear  physics  ; 
Long  Island's   Brookhaven  Nation 
Laboratory.  While  vacationing  th 
year  in  Jamaica,  he  met  Clive  Dav' 
then  head  of  CBS  Records.  Davis  hir 
him.  Two  years  later,  Schulhof  jump 
to  Sony,  where  for  the  next  15  years 
ran  its  magnetic-tape  business,  s 
handheld  dictation  machines,  set 
Sony's  first  U.  S.  compact-disk  facto 
and  began  the  company's  marketing 
digital  audio  technology.  While  on  t 
board  of  a  Sony/CBS  Records  joint  v 
ture,  he  also  met  Yetnikoff — an  imp 


44  BUSINESS  WEEK/OCTOBER  9,  1989 


fely  collecting  foreign  movie  rights. 
Sony's  investment  team,  led  by  Sony 
)rp.  of  America  Vice-Chairman  Michael 
Schulhof  (box)  and  investment  bank- 
s  at  the  Blackstone  Group,  had  been 
Iking  on  and  off  with  Columbia  since 
jril,  according  to  a  former  Columbia 
ecutive.  At  one  point,  Coke  offered 
3  a  share,  or  about  $3  billion.  Ostensi- 
y,  Coke  held  out  for  nearly  $4  billion, 
it  "that  was  all  PR,"  one  Columbia 


TV:  COLUMBIA'S  BIOCKBUST 

ER 

Segment 

Revenues      Operating  income 
1989  1990'    1989  1990* 

Millions  of  dollars 

MOVIE  THEATERS 

$235.4    $290  $32.8 

$34 

MOVIES 

755.9     981  26.4 

44 

rv  GAME  SHOWS 

240.0     250  45.0 

40 

rV-SKOWSYNDKATIOH" 

225.0     425  60.0 

155 

'Estimates      **lncludim  syndication  of  Who's  the  Boss? 
sxpected  to  provide  $225  million  in  revenues  and  $  1 00  million  in 
ncome                                    DATA:  COMPANY  REPORTS,  BW 

whkh  is 
operating 
ESTIMATES 

ficial  admits.  "We  knew  they  would 
me  up  a  little,  sooner  or  later." 
The  deal  was  struck  when  Schulhof 
livered  Sony's  offer  to  the  Fifth  Ave- 
le  offices  of  Allen  &  Co.,  Columbia's 
/estment  bank.  It  will  make  rich  men 
Columbia  Chief  Executive  Victor  A. 
lufman  and  Executive  Vice-President 
■wis  J.  Korman,  who  decided  to  step 
ide  to  allow  Sony  to  put  in  its  own 
inagement  team.  Kaufman  alone  will 
t  more  than  $30  million  for  his  Colum- 
i  stock.  "It  was  the  right  time  to  go," 
ys  Kaufman,  who  recently  built  Co- 
Tibia  by  aggressively  buying  theater 
ains. 

The  big  winner:  board  member  Her- 
rt  A.  Allen.  The  head  of  Allen  &  Co. 
iped  nearly  $28  million  in  profits  in 


1ULHOF,  SONY'S  FIRST  AMERICAN  DIRECTOR 


1982,  when  his  company  sold  a  control- 
ling interest  in  Columbia  Pictures  to 
Coke.  With  2.7%'  of  Columbia's  stock,  the 
studio's  financial  adviser  holds  a  stake 
valued  by  Sony  at  $88  million. 

Despite  the  fat  profits  for  investors, 
Columbia's  movie  studio  is  far  from  its 
glory  days.  Its  share  of  the  box  office 
increased  to  14%  this  year,  from  9%f  last 
year.  But  huge  payments  to  stars  ate  up 
most  of  the  profits  from  the  blockbuster 
Ghostbusters  2,  while  the  com- 
pany received  only  a  small  fee 
for  distributing  the  hit  When 
Harry  Met  Sally ..  .  The  costs 
of  launching  new  projects  and 
pricey  deals  to  lure  stars  such 
as  Cher  and  Michael  Douglas 
also  ate  into  earnings.  Colum- 
bia also  has  released  such 
bombs  as  Winter  People  and 
Lock-Up,  a  lackluster  Sylves- 
ter Stallone  prison  film. 
DYNAMIC  DUO.  Columbia  still 
has  lucrative  assets  (table),  in- 
cluding the  game  shows 
Wheel  of  Fortune  and  Jeopardy!  and 
the  very  profitable  Loews  theater  chain. 
It  also  produces  such  TV  hits  as  Design- 
ing Women  and  syndicates  others,  such 
as  The  Facts  of  Life  and  Who's  the 
Boss?  But  to  jump-start  movie  opera- 
tions, Sony  immediately  asked  Holly- 
wood producers  Peter  Guber  and  Jon 
Peters  to  take  over  the  company.  The 
duo  produced  the  recent  smashes  Bat- 
man and  Rain  Man. 

If  Guber  and  Peters  take  over,  they'll 
have  their  work  cut  out.  The  company  is 
saddled  with  $1.4  billion  in  debt.  Opera- 
tions ate  $63  million  in  cash  in  the  first 
quarter,  ended  in  May.  Sony  has  plenty 
of  dough,  of  course.  And  Hollywood  is 
one  place  it's  not  afraid  to  spend  it. 

By  Ronald  Grover  in  Los  Angeles 


tant  connection,  it  would  turn  out. 

In  1987,  when  CBS  decided  to  sell  its 
records  division,  Yetnikoff  made  a 
phone  call  to  his  former  co-worker 
Schulhof.  For  the  next  year,  he  negoti- 
ated with  CBS  Chairman  Laurence  A. 
Tisch  while  also  encouraging  CBS 
founder  William  S.  Paley  to  sell  to  a 
Japanese  company.  The  $2  billion  deal 
propelled  Schulhof  higher  within  Sony. 
Last  June,  at  Sony's  shareholders 
meeting  in  Tokyo,  after  making  a 
memorized  speech  in  Japanese,  Schul- 
hof, 47,  became  the  first  American  di- 
rector of  a  major  Japanese  company. 

Now,  he  must  integrate  Columbia 
Pictures  within  Sony's  corporate  fold 
as  smoothly  as  CBS  Records.  How  will 
he  be  involved  in  running  the  show? 
"In  any  way  Mr.  Morita  wants  me  to," 
says  Schulhof.  Think  of  Schulhof  as 
Morita's  American  face. 

By  Leah  J.  Nathans  in  New  York 


RESTRUCTURINGS  I 


MOGUL  IN 
DISTRESS 


Cineplex  is  on  the  block — and 
CEO  Drabinsky  is  in  the  hot  seat 


As  Toronto's  glitterati  flocked  to  a 
recent  opening  night  bash  for 
Andrew  Lloyd  Webber's  The 
Phantom  of  the  Opera,  nobody  glittered 
more  brightly  than  Garth  H.  Drabinsky. 
The  CEO  of  Cineplex  Odeor.  Corp.  has 
spent  $24  million  to  renovate  the  theater 
and  put  on  the  musical.  But  a-iother  dra- 
ma also  finds  Drabinsky  center  stage, 
and  he  may  not  like  the  finale. 

The  movie-house  empire  he  founded  is 
on  the  auction  block — and  may  soon  be 
dismantled.  On  Sept.  21,  a  committee  of 
Cineplex  directors  said  it  was  reviewing 
final  bids.  A  decision  is  due  any  day. 
Sources  close  to  the  negotiations  say 
MCA  Inc.,  which  owns  49%  of  Cineplex, 
wants  to  trade  its  stake  for  some  or  all 
of  the  company's  1,200-odd  U.  S.  screens. 

Drabinsky,  40,  may  have  little  say  in 
the  matter.  His  hold  on  Cineplex,  known 
for  its  artsy  interiors  and  $7  ticket 
prices,  is  slipping.  Although  he's  bidding 
for  the  company  himself,  with  the  junk- 
bond  market  in  turmoil,  it's  unclear 
whether  he  can  finance  it.  Were  he  to 
win  the  highly  leveraged  chain,  he  would 
need  to  sell  assets  quickly.  Says  Cine- 
plex director  and  co-founder  Nathan  A. 
Taylor:  "He'll  be  inclined  to  dispose  of 
outside  assets.  He  may  have  no  choice." 
POWER  GRAB.  Last  spring,  Drabinsky  un- 
wisely battled  MCA  by  trying  to  grab 
voting  control  via  a  bid  to  buy  out  Mon- 
treal financier  Charles  R.  Bronfman's 
30?^  stake  in  Cineplex.  MCA  blocked  the 
sale  in  court.  Then,  when  he  bid  for  the 
entire  company,  he  put  Cineplex  in  play. 

If  Drabinsky  doesn't  pull  off  a  deal 
for  Cineplex,  he  may  get  the  hook.  His 
contract  expires  on  Sept.  30,  and  Cine- 
plex directors  may  choose  not  to  renew 
it.  He  wouldn't  be  left  empty-handed: 
Drabinsky  and  Myron  I.  Gottlieb,  the  co- 
chairman,  would  share  an  $8  million 
"golden  handshake"  severance  deal. 

Yet  few  expect  Drabinsky,  who  isn't 
talking,  to  go  quietly.  The  entertainment 
lawyer  built  Cineplex  into  North  Ameri- 
ca's No.  2  movie  chain,  behind  United 
Artists  Communications  Inc.  But  ques- 
tionable accounting  practices,  which 
forced  him  to  restate  earnings,  and  a  $28 
million  loss  in  the  first  half  of  1989  put 
Drabinsky  on  the  defensive. 

Now,  the  curtain  is  falling  on  the 
Cineplex  saga.  Its  founder  may  not  be 
around  to  take  a  bow. 

By  Brian  Bremner  in  Toronto 
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CHARLESTON  RUINS:  INSURED  LOSSES  IN  THE 
CAROLINAS  ARE  ESTIMATED  AT  $2  BILLION 


HURRICANE  HUGO 


WHERE  HUGO'S  WINDS 
WILL  KEEP  WHIPPING 


Both  insurers  and  Caribbean  tourism  face  unprecedented  cleanups 


In  the  aftermath  of  Hurricane  Hugo, 
the  residents  of  the  Caribbean  and  the 
Southeastern  U.  S.  face  a  huge  rebuild- 
ing task.  For  insurers,  that  means 
heavy  expenses  and  a  heavy  toll  on 
profits.  For  inhabitants  of  St.  Croix,  it 
means  assuring  that  the  bare  necessi- 
ties of  life  are  again  in  place — and  re- 
assuring tourists  that  they'll  be  wel- 
come and  safe  on  the  island. 


'THIS  IS  AS  BAD 
AS  IT  GETS' 


lands,  ' 
struck  ; 
It  ripped 
turned  in 


urricane  Hugo  came  asiiore  lii<e 
M.n  invading  army.  Its  destructive 
■  iiids  bombarded  the  Virgin  Is- 
:eened  off  Puerto  Rico,  and 
;  •  md  zero  at  Charleston,  S.  C. 
•th  along  the  coast  and  then 
;.  inflicting  insured  losses  in 


the  Carolii;,  stimated  at  a  staggering 
$2  billion.  sidents  dug  out,  the  in- 
surance indu  i  -y  rushed  in  to  pay  off 
policies  and  1  lance  rebuilding. 

The  insure-  face  unprecedented  de- 
struction. Oni.  I979's  Hurricane  Fred- 
eric, which  caii.sed  $750  million  in  dam- 
age, came  close.  Says  Edmond  Ronde- 
pierre,  senior  vice-president  at  General 
Re  Corp.:  "This  is  as  bad  as  it  gets." 


What's  more,  Hugo's  losses  are  hit- 
ting an  industry  in  the  midst  of  a  down- 
turn. Property  and  casualty  premiums 
have  fallen  sharply  since  1986.  And  even 
before  Hugo,  claims  from  catastrophes 
for  the  first  eight  months  of  1989  had 
already  topped  $1.6  billion,  outstripping 
the  total  for  all  of  1988.  Hugo  alone 
could  knock  out  nearly  one-fifth  of  the 
$7.6  billion  in  projected  property-casual- 
ty earnings  for  1989. 

If  there's  a  positive  side  for  the  indus- 
try, it's  that  Hugo's  destruction  may 
force  up  premium  rates  and  buoy  its 
dismal  returns.  "It  might  be  enough  to 
knock  some  sense  into  people,"  says  Su- 
zanne Douglass,  senior  vice-president  at 
insurance  broker  Alexander  &  Alexan- 
der Services  Inc. 

For  now,  insurers  have  to  clean  up  the 
mess  before  them.  The  biggest  losses 
will  fall  on  relatively  few  companies. 
State  Farm,  which  has  fielded  a  force  of 
500  agents  in  South  Carolina,  believes 
it's  facing  more  than  $400  million  in 
claims — twice  what  it  has  ever  paid  for  a 
single  disaster.  Nationwide  tags  its  cost 
at  nearly  $100  million.  Allstate  Insur- 
ance Co.  isn't  saying,  but  insurance  rat- 
ing service  A.  M.  Best  Co.  pegs  the  com- 
pany's exposure  in  the  Carolinas  at 
around  $175  million,  aig  and  other  big 


ifr,  i 


!o.iea 


writers  of  commercial  lines  each 
more  than  $30  million  in  exposure. 

Companies  will  feel  the  sting — b' 
none  will  be  knocked  flat.  The  propert 
casualty  industry's  net  worth  has  near 
doubled  since  1984,  to  $118  billion.  A 
most  insurers  buy  reinsurance  th 
spreads  their  risk  among  hundreds 
other  companies.  The  major  reinsure 
themselves  have  held  the  line  on  rat 
and  preside  over  large  capital  surplus( 

They've  lost  a  big  customer,  thoug  mem 
State  Farm  Group  opted  to  drop  its  re 
surance  protection  last  year,  relying 
stead  on  its  own  $15.9  billion  capital  si 
plus.  Its  losses  from  Hugo,  plus 
additional  $455  million  already  book( 
could  trim  $300  million  off  1989's  bottcBtsfS  ij, 
line — nearly  a  quarter  of  the  Bloomi 
ton  (111.)  insurer's  1988  earnings  of  $ 
billion.  Says  Chief  Administrative  0 
cer  Harold  D.  Covey:  "Years  like  t 
are  why  we  keep  such  large  reserve: 
VICIOUS  CYCLE.  For  the  rest  of  the  ind 
try,  the  biggest  problem  is  its  clas! 
competitive  cycle:  When  insurers  do| 
pay  any  big  claims  for  several  ye; 
their  excess  capital  builds  up,  and  t 
start  cutting  rates  to  the  bone.  Th| 
when  a  disaster  like  Hugo  strikes, 
mium  income  falls  short  of  claims  p| 
able.  This  year,  with  an  estimated 
billion  in  excess  capital,  insurers  hi 
cut  commercial  rates  by  more  tha: 
third.  Says  H.  Felix  Kloman,  a  vice-pri 
dent  at  insurance  consultant  Tillingh^ 
"The  lemmings  are  still  rushing  pell- 
toward  disaster." 

Indeed,  sinking  rates  have  hammi 
profits.  Property -casualty  operating 
come  will  fall  to  $2.9  billion  in  1990  fi 
$11.9  billion  in  1988,  says  Shearson  I  h 
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an  Hutton  Inc.  analyst  Udayan  Ghose. 
A  tax  law  change  is  adding  to  the 
•ofit  drain.  Rankled  by  the  paltry  taxes 
lid  by  the  industry,  Congress  in  1986 
?gan  to  tax  earnings  on  future  loss 
iserves.  This  year,  the  industry's  tax 
ibility  will  exceed  $3  billion. 
Carriers  are  also  contending  with  a 
irinking  market.  Many  of  their  corpo- 
ite  customers  are  turning  to  self-insur- 
ice.  A  sharp  spike  in  rates  could  accel- 
■ate  the  shift. 

But  that's  a  worry  for  another  day. 
ost  insurers  are  having  trouble  just 
aking  decent  money.  Those  companies 
•e  searching  for  the  profitable  eye  in  a 
isty  storm  named  Hugo. 
/  Todd  Vogel  in  Sta?nford,  with  Wanda  Can- 
ell  in  Chicago  and  Antonio  Fins  in  Miami 


T.  CROIX'S 
[AVAGED  TOURISM 


Leona  Bryant  lost  her  furniture  and 
much  of  her  house  on  St.  Thomas 
to  Hurricane  Hugo's  fury,  but 
lat's  not  the  greatest  problem  she 
ices.  As  tourism  director  for  the  U.  S. 
irgin  Islands,  she  has  spent  eight  years 
•omoting  "the  American  paradise."  A 
t  of  that  effort  vaporized  in  the  glare 
"  news  reports  chronicling  the  devasta- 
Dn  and  looting  in  St.  Croix.  Now,  she 
ust  find  a  way  to  regain  lost  ground. 
That  will  take  time — and  great  public 
'lations.  The  footage  of  U.  S.  soldiers 
nding  on  St.  Croix  to  help  restore  or- 
;r  will  stay  longer  in  people's  minds 
an  memories  of  the  storm,  says  Marie 
exter,  a  partner  and  tourism  consul- 
nt  at  accountants  Pannell  Kerr  For- 
er.  "The  physical  damage  takes  a  short 
ne  to  heal,"  she  says.  "But  with  issues 
'  security,  the  damage  [to  image]  can 
•  much  more  long-term." 


St.  Croix  knows  that  only  too  well. 
The  largest  of  the  U.  S.  Virgin  Islands 
has  painstakingly  labored  to  restore  its 
tourism  business  since  1972,  when  gun- 
men killed  eight  people,  including  four 
tourists,  at  the  posh  Fountain  Valley 
Golf  Club.  The  highly  publicized  killings, 
with  their  overtones  of  racial  violence, 
haunted  St.  Croix  for  years.  In  the  early 
1980s,  concerned  hoteliers,  shopkeepers, 
and  restaurateurs  on  the  island  won 
$500,000  from  the  local  legislature  to 
prom.ote  tourism. 

BASIC  NEEDS.  The  strategy  was  working. 
By  1987,  St.  Croix  had  clearly  turned  a 
corner.  Cruise  ships  were  adding  its  port 
of  Frederiksted  to  their  itineraries,  and 
two  local  resorts,  the  Divi  and  the  Car- 
ambola,  had  plans  to  expand. 

In  Hugo's  wake,  however,  the  hotels 
are  housing  National  Guardsmen,  Army 
troops,  and  homeless  residents  and  em- 
ployees. Rebuilding  must  wait  while  the 
island  meets  its  basic  needs  of  food,  wa- 
ter, and  shelter. 

Island  officials  aren't  tarrying  in  their 
damage-control  efforts.  Bryant  and  four 
colleagues  will  visit  the  U.  S.  over  the 
next  two  weeks  to  assure  tour  opera- 
tors, travel  agents,  and  the  press  that 
St.  Thomas  and  St.  John  will  be  ready 
for  the  season,  which  runs  from  Decem- 
ber through  April.  As  for  St.  Croix,  "we 
will  answer  questions  as  best  we  can," 
Bryant  says. 

She's  bound  to  hear  a  lot  about  the 
looting,  which,  she  says,  the  press  exag- 
gerated. And  she  bristles  at  any  mention 
of  the  Fountain  Valley  massacre.  "It's 
incredible  with  so  much  to  report,  they 
bring  up  an  incident  that  happened  17 
years  ago,"  Bryant  says.  She  and  other 
islanders  can  be  forgiven  if  they  sound 
defensive.  They  have  a  big  repair  job 
ahead  of  them. 

By  Gail  DeGeorge  in  Miami 


I.  S.  MARSHAL:  LOOTING  IN  ST.  CROIX  MAY  BE  REMEMBERED  LONGER  THAN  THE  STORM 


ACCOUNTING  I 


WHY  ANDERSEN 
DUMPED  PRICE 


Price's  unfunded  obligations  to  a 
retirement  fund  killed  the  deal 


There  were  a  million  big-picture  rea- 
sons to  merge — international 
reach,  cost-sharing,  cross-market- 
ing of  services.  Perhaps  most  of  all,  it 
was  the  chance  to  be  the  world's  largest 
accounting  firm.  Yet  it  took  just  one 
fine-print  item,  and  the  union  of  account- 
ing giants  Arthur  Andersen  &  Co.  and 
Price  Waterhouse  was  off. 

The  deal-buster:  Price's  unfunded  obli- 
gations to  a  partners'  retirement  fund 
that  sources  close  to  Andersen's  side  of 
the  negotiations  say  are  as  high  as  $1 
billion.  Explains  an  Andersen  officer: 
"We  just  weren't  willing  to  take  on  that 
liability  and  have  our  future  partners 
bear  that  kind  of  burden." 
'OUT  OF  HAND.'  Principals  at  the  two 
firms,  who  initially  tried  to  cover  differ- 
ences with  an  official  vow  to  make  no 
public  comment,  almost  immediately 
started  gabbing.  A  high-ranking  Price 
executive  blamed  the  breakdown  on  un- 
certainties over  the  Securities  &  Ex- 
change Commission's  treatment  of  con- 
flicts of  interest  when  Price  auditors 
would  call  on  clients  such  as  IBM  and 
Hewlett-Packard  Co.  that  are  frequent 
joint-venture  partners  of  Andersen's 
consulting  business.  He  also  bristled  at 
Ander-sen's  talk  of  Price's  pension  obli- 
gations. "I  am  shocked  they  would  ban- 
dy about  a  number,"  he  said.  "That  [$1 
billion]  figure  is  way  out  of  hand." 

Now,  to  stay  competitive  with  kingpin 
Ernst  &  Young,  No.  2  Andersen  will 
have  to  build  its  overseas  business, 
where  Price  is  stronger.  No.  6  Price  will 
beef  up  its  own  consulting  practice, 
where  Andersen  dominates,  and  deal 
with  balance-sheet  problems  that  Ander- 
sen sources  claim  are  staggering.  Price, 
which  scuttled  a  merger  with  Deloitte, 
Haskins  &  Sells  in  1984  when  Price's 
British  partners  revolted,  may  court  an- 
other partner,  perhaps  No.  5  Coopers  & 
Lybrand,  which  already  turned  down  a 
Price  overture  last  spring,  according  to 
industrj'  sources. 

For  now,  Andersen  is  resigned  to  the 
single  life.  "We're  not  interested  in  any 
future  major  merger,"  says  Lawrence 
A.  Weinbach,  Andersen's  chief  execu- 
tive. And  given  the  abrupt  treatment  af- 
forded Price  after  the  talks  broke  down, 
Andersen  probably  won't  get  any  offers 
anytime  soon. 

By  David  Greising  in  Chicago,  with  Leah 
J.  Nathans  in  New  York 
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BOB  BASS  MAY  HAVE  TO  SETTLE  FOR 
A  QUICK  PROFIT  ON  THIS  ONE 


With  plans  for  Bell  &  Howell  scuttled,  he's  starting  to  sell  assets 


It  looked  like  a  sure  shot.  Lured  by 
the  promise  of  Bell  &  Howell  Co.'s 
textbook  publishing  and  optical  disk 
businesses.  Robert  M.  Bass  lent  his  fire- 
power to  a  8678.4  million  leveraged 
buyout  of  the  Skokie  (111.)  company  in 
May,  1988.  He  put  up  $82.3  million  and 
in  return  took  control.  The  buyout  was 
one  in  a  string  of  highly  leveraged  deals 
by  the  boyish  billionaire  since  he  split 
off  from  his  brother  Sid  and  adviser 
Richard  E.  Rainwater  in  1983.  T  j.  ,!  1 
the  projections  of  B&H's  futuri  .\ 
provided  by  the  group  to  its  lenders,  the 
Fort  Worth  investor  seemed  to  have 
bagged  another  trophy. 

But  Bass's  aim  was 
missed  its  operating 
targets  by  a  wide  mar- 
gin (table).  Three  top  of- 
ficer have  quit  in  re- 
cent months,  including 
Chief  Executive  Gerald 
E.  Schultz.  who  plans  to 
leave  on  Sept.  30.  And 
B&H  on  Sept.  18  unex- 
pectedly agreed  to  sell 
Merrill  Publishing  Co., 
one  of  its  core  business- 
es, to  Macmillan  Inc. 
for  S260  million  in  cash. 
Bass  ultimately  may  re- 
alize a  sizable  profit 
from  the  deal,  especial- 
ly if  he  keeps  selling  as- 
sets. But  the  B&H 
buyout  has  not  worked 
as  Bass  planned,  illus- 
trating how  leverage 
can  magnify  manage- 
ment mistakes  and  lead 
to  abrupt  reverses  in  strategy'. 
THREE-WAY  BATTLE.  Take  Merrill  Pub- 
lishit;i:.  .\t  the  time  of  the  buyout.  Bass 
said  iit  had  no  intention  of  selling  the 
publi.-her  of  elementary-  and  high  school 
textbooks.  Indeed,  Merrill  was  so  attrac- 
tive thai  by  the  fall  of  1987.  it  helped 
draw  three  suitors  to  its  parent: 
Bass,  M;icmillan,  and  British 
media  n.oual  Robert  Maxwell. 

After  b:tgging  BiH,  Bass's 
plan  was  t'>  buy  another  pub- 
lisher and  merge  it  with  Merrill. 
He  chose  .Macmillan  as  his  tar- 
get, launchin,z  a  Si. 9  billion  hos- 
tile bid  last  >ummer.  Once 
again,  that  pu  him  up  against 


Maxwell  and  Macmillan  management. 
Bass  failed.  Maxwell  prevailed.  Bass 
also  looked  at  Houghton  Mifflin  Co.,  but 
decided  the  price  was  too  high.  "We  ulti- 
mately concluded  that  we  either  had  to 
be  a  buyer  or  a  seller,"  says  a  source 
close  to  the  Bass  group.  "We  would 
have  been  at  a  cost  disadvantage." 
But  Merrill's  competitiveness  may  not 
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BASS  AND  B&H'S  SCHULTZ:  INTEREST  PAYMENTS  LEFT  'NO  ROOM  FOR  ERROR 
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have  been  the  only  reason  Bass  put  the 
textbook  publisher  on  the  block,  analysts 
and  former  executives  suggest.  In  the  16 
months  it's  been  private,  B&H's  operat- 
ing income  has  not  covered  its  interest 
expenses.  The  Bass  group  expected  that 
and  relied  on  roughlv  $110  million  from 


THE  DISAPPOINTMENT  AT  BELL  &  HOWELL 


1988 

1989 

Projection  Actual 

Projection  Current  estimate 

Millions  of  dollors 

Millions  of  dollars 

REViNOES 

$641.9  $600.3 

$698.2  $600.0 

OPERATING  EARNINGS 

57.4  1.7 

74.5  30.0 

OPERATING  CASH  FLOW 


87.9 


34.3  109.0 


the  sale  of  b&h's  noncore  businesses  to 
service  its  debt.  Yet  interest  coverage 
was  still  razor-thin,  say  former  execu- 
tives. Indeed,  because  B&H  could  not 
meet  its  projections,  it  amended  aspects 
of  its  bank-loan  agreement  last  Decem- 
ber. And  while  B&H  made  its  nearly  S36 
million  in  first-half  interest  pa\Tnents  on 
time,  its  debt  load  left  little  flexibility. 
Says  Donald  N.  Frey,  B&H's  ex-chairman 
and  a  professor  at  Northwestern  Univer- 
sit\"  "There  was  no  room  for  error." 
'SCHULTZ'S  BABY.'  But  errors  there  werej 
By  the  first  half  of  1989,  B&H  was  failing! 
to  meet  its  projections  for  operating  per-j 
formance  in  almost  even,'  measure.  Tht 
reason"?  Merrill  lost  some  key  sales  ir 
states  that  were  adopting  new  text 
books,  and  the  company's  fledgling  opti 
cal  disk  business — one  of  its  most  prom 
ising  new  ventures — continued  to  ust, 
cash  without  garnering  the  hoped-foJ 
sales.  Analysts  had  predicted  that  th( 
IDB2000,  an  electronic  auto-parts  cata 
log  that  used  the  new  technology',  woulc 
yield  $100  million  in  sales  by  1989. 
fact,  it  generated  only  about  $30  million 
the  company  says.  An 
lysts  criticize  B&H  fo 
focusing  its  product 
narrov\ly. 

Now  B&H  is  considei 
ing  selling  the  IDB2i 
business,  says  a  sour( 
close  to  the  Bass  grou; 
And  its  performanc 
may       figure  int 
Schultz's  resignatioi 
Neither  the  Bass  grou 
nor  Schultz  will  con 
ment,  but  former  execi 
tives  and  analysts  sa 
the  project  was  close  1 
the  CEO's  heart.  "TI 
IDB2000  was  Schultz 
baby."  says  Kennet 
Berents,  a  WTieat  FirBi'es 
Butcher  &  Singer  an 
lyst.  "It's  not  surprisir 
that  his  head  was 
the  block." 
Others  close  to  Schultz  say  that  h 
may  have  been  worried  that  B&H  woui 
be  unable  to  meet  its  pension  oblig^ 
tions.  And  they  hint  he  may  have 
agreed  with  the  Bass  gi-oup  over  lonj 
term  strategy.  Indeed,  the  surprise  s: 
of  Merrill,  the  possible  unloading  of 
IDB20()0.  the  so-so  prospects 
B&h's  other  units,  and  the  hi, 
asset  values  estimated  by  B&tj 
bankers  at  the  time  of  the  sa 
have  led  some  observers  to  (- 
pect  the  Bass  group  to  break  j 
the  company  and  sell  off  its  > 
maining  parts. 

The  Bass  group  vehemen'i' 
denies  that.  Yet  it  expects  | 
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DATA:  COMPANY  RH>ORTS.  BW  ESTIMATE 


WE  JUST  HAD  ANOTHER 
GREAT  IDEA.  SANYO. 


Of  course,  starting  a  new 
business  was  our  first  great  idea. 
It  wasn't  long  before  we  really 
began  to  grow,  and  we  knew 
we  had  to  autonnate  to  keep  up. 
We  decided  one  initial  piece  of 
equipment  we  needed  was  a 
copying  machine.  We  thought  it 
should  be  affordable  and  sophi- 
sticated, yet  easy  to  use.  (Our 
business  was  growing  so  fast  we 
didn't  have  time  to  turn  around, 
much  less  teach  our  staff  how  to 


run  copiers!) 

After  talking  to  a  lot  of  people, 
the  choice  became  obvious. 
Sanyo.  Yes,  Sanyo. 

Their  copiers  are  reliable  and 
provide  all  the  features  we  needed: 
auto  exposure  and  auto-zoom,  full 
size  and  over  size  copying,  mono- 
chrome copying  in  up  to  four 
colors,  up  to  999  copies  at  a  single 
setting,  and  2-page  book  copying. 
And  available  extras  include  an 
auto  document  feed,  duplexing 


SANYO  OFFICE  AUTOMATION. 
THE       SMART  SOLUTION. 

SANYO  BUSINESS  SYSTEMS  CORP  .  61  JOSEPH  ST  ,  MOONACHIE.  NJ  07074.  1 -800  524  0047,  EXT  276/IN  NEW  JERSEY,  201  440  9300.  EXT  276 
SANYO  CANADA  INC   60  BETH  NEALSON  DRIVE  TORONTO.  ONT  M4H  1M6.  1800-268-6084,  TEL416-421  8344  EXT  378 


unit,  and  IC  card  options. 

As  far  as  we  are  concerned, 
the  Sanyo  plain  paper  copier 
was  our  second  great  idea.  We 
hope  our  future  decisions  prove 
to  be  as  smart  as  our  first  two. 


SA0O 


complete  some  smaller  asset  sales  soon, 
which  with  the  proceeds  from  Merrill 
will  pay  off  virtually  all  of  b&h's  bank 
debt,  leaving  only  about  $287  million.  Al- 
though the  company's  operating  perfor- 
mance has  not  met  the  Bass  group's  ex- 
pectations, the  source  counters  that  the 
value  of  Bell  &  Howell's  assets  has 
turned  out  to  be  far  higher  than  the 
group  had  first  believed.  Indeed,  he  says 


that  the  group's  initial  $82.3  million 
stake  will  be  worth  $250  million  to  $300 
million  by  year's  end. 

To  realize  those  profits,  the  Bass 
group  would  have  to  sell  the  remaining 
businesses — which  it  says  it  won't  do. 
But  judging  by  how  its  earlier  plans 
turned  out,  the  Bass  group  soon  may  set 
its  sights  on  more  promising  game. 

By  Julia  Flynn  Siler  in  Chicago 


TAKEOVERS  I 


THAT  SCREECHIKG  IS  MICHELIN 
DOING  A  U-TURN 


Its  Uniroyal  Goodrich  deal  signals  a  new  approach  to  the  tire  business 


The  chubby  Michelin  tire  man  didn't 
get  fat  by  devouring  rivals.  Aloof 
and  self-reliant,  France's  Groupe 
Michelin  has  bought  only  one  auto  tire- 
maker  in  its  100-year  history,  and  that 
was  a  struggling  French  company  it  ac- 
quired in  the  1970s  partly  to  please  the 
French  government.  But 
Michelin  is  changing.  It 
plans  to  double  its  U.  S. 
market  share  and  pass 
Goodyear  Tire  &  Rubber 
Co.  as  the  world's  top  tire 
producer  by  buying  one  of 
the  last  U.  S.  makers,  Unir- 
oyal Goodrich  Tire  Co. 

Michelin's  move  sur- 
prised the  experts — and  not 
just  because  it's  an  acquisi- 
tion. The  company  that  pio- 
neered radial  tires  has  prid- 
ed itself  on  making 
premium,  state-of-the-art 
products.  And  except  for  a 
longstanding  deal  with 
Sears,  Roebuck  &  Co.,  it 
has  turned  up  its  nose  at 
making  private-label  tires  in 
the  U.  S.  Yet  many  of  Uni- 
royal Goodrich's  offerings 
are  decidedly  downscale, 
and  297f  of  its  tire  output  is 
sold  to  consumers  under  other  brand 
names.  A  former  Michelin  executive  pre- 
dicts. "They'll  have  a  hard  time  marry- 
ing the  two  philosophies"  (table). 

Offici.ils  of  the  French  company  admit 
they're-  changing  course.  But  they  say 
they  liavf  good  reason:  Replacement 
sales  are  .\riierica's  most  profitable  mar- 
ket. Mich<_-:!:  says  surveys  show  U.S. 
consumers  l  out  to  buy  its  product. 
But  dealers  t  it  n  persuade  them  to  pur- 
chase cheape  house  brands,  which  now 
account  for  alxjut  50%  of  replacement 
sales.  Tapping  into  the  house-brand  mar- 
ket "is  what  has  been  missing  from  our 


U.  S.  strategy,"  says  an  official  of  secre- 
tive Michelin,  who  would  talk  only  anon- 
ymously. The  deal  would  more  than  dou- 
ble Michelin's  share  of  the  car-tire 
replacement  market  to  over  22%. 

Buying  Uniroyal  Goodrich  should  ad- 
vance another  Michelin  goal:  strengthen- 


AN  ODD  COUPLE:  MICHELIN 
AND  UNIROYAL  GOODRICH 


North  American  operations 
Category                Michelin      Uniroyal  Goodrich 

1988  SALES 

$2  billion 

$2. 19  billion 

1988  PROFITS 

NA 

$11. 8  million 

TIRE  PLANTS 

9 

9 

EMPLOYEES 

16,000 

18,500 

UNIONIZED 
EMPLOYEES 

0 

8,500 

PRIVATE-LABEL  Sears  only 
SALES           $130  million 

$500  million-plus 

NA  =  Not  available 

DATA:  8W 

ing  its  link  to  General  Motors  Corp.  By 
adding  Uniroyal's  35%  share  of  GM  pur-, 
chases,  Michelin  would  supply  close  to! 
half  the  big  auto  maker's  needs.  Of 
course,  GM  could  well  shy  away  from' 
relying  so  heavily  on  one  supplier — it^ 
dumped  Firestone  Tire  &  Rubber  entire-'' 
ly  last  year  after  Japan's  Bridgestone 
Corp.  bought  the  company.  Uniroyal 
Goodrich  Chairman  B.  Charles  Amesi 
guesses  that  GM  could  cut  back  on  Mi- 
chelin's share,  though  Michelin  almost 
surely  discussed  the  deal  with  GM. 
A  STRETCH.  Despite  the  combination's 
advantages,  some  analysts  suspect  that 
Michelin  is  paying  too  much:  $690  millior 
in  cash,  plus  the  assumption  of  $810  mil 
lion  in  debt.  All  this  for  a  company  thatj 
just  two  years  ago  '"was  almost  out  o]| 
business,"  according  to  Martin  H.  Dubii 
lier,  chairman  of  the  buyout  firm  o: 
Clayton  &   Dubilier.   Last  year,  C&li 
bought  control  of  the  tiremaker  and  en 
gineered  a  turnaround.  Yet  interes 
costs  are  still  squeezing  profits,  to  : 
puny  $3  million  on  operations  in  the  firs 
half  of  this  year,  on  sales  of  $1.1  billior 
Selling  to  Michelin  may  produce  ; 

$350  million  to  $400  millio 
gain  for  C&D  and  its  fello\ 
investors,  Ames  says.  C&: 
had  mulled  over  taking  Un 
royal  Goodrich  public.  Bu 
Dubilier  says,  he  foresaw 
heavy  spending  to  upgrad 
plants — at  least  $600  millio 
over  five  years.  It  could  b: 
a  stretch  for  Michelin,  tor 
The  French  company  bo 
rowed  heavily  after  rece* 
sion-bloated  tire  stocks 
to  $1.5  billion  in  losses  fro 
1980  to  1984.  Its  debt  h 
shrunk  from  a  1984  peak 
$5  billion  but  remains  hef' 
at  $3.1  billion.  Michelin  la 
year  made  $400  million 
sales  of  $8  billion. 

Yet,  Michelin  sees  co, 
savings  from  its  new  un 
It  aims  to  spread  its  heaf. 
research  and  developme* 
spending  over  greater  v^ 
ume.  It  also  plans  to  produce  some  I 
chelin-brand  tires  in  Uniroyal  Goodri 
plants,  easing  capacity  constraints. 

After  foreign  buyouts  of  Firestoiij 
General  Tire,  and  Armstrong  Tire,  fr 
chelin's  purchase  will  leave  only 
U.  S.-owned  tiremakers:  Goodyear  al 
Cooper  Tire  &  Rubber  Co.  With  so  ma/ 
new  players  rolling  into  the  U.  S.  tp 
business,  it's  no  wonder  Michelin  is  firm- 
ly changing  its  go-it-alone  ways.  0th"- 
wise,  Bibendum,  its  famous  tire  m;i, 
might  risk  losing  that  well-fed  look. 

By  Stewart  Toy  in  Paris  and  Zachtiy 
Schiller  in  Cleveland 
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OCCASKMIALLYTHE  DREAMS 
OF  A  SMALL  BUSINESS  OWNER 

COMETRUL 


Now  there's  a  small  business  phone  system 
with  more  features  than  many  big  lousiness  sys- 
tems. It's  easier  to  use,  too,  because  it  guides  you 
step  by  step  through  everything.  It's  NORSTAR 
—a  level  of  technology  a  small  business  owner 


could  onlv  dream  of  having  until  now.  If  your  business 
has  100  or  fewer  employees,  call  l-800-N(")RSTAR  for  a 
free  performance  video.  And  see  just  how  big  an  idea 
telecommunications  was  meant  norfhem 
to  be— even  for  a  small  business.      I  W 


Built-in  speaker  on 
every  phone  lets  you 
call  or  atiswer  without 
picking  up  the 
handset 


Connects  to  your 
PCs,  fax  machines, 
and  other  office 
communications 
equipment 


Instant,  one-foncli  dialinc/ 
of  the  numbers  you  call 
most  often 


Conveniently 
located  volume 
control  for  ringing, 
handset,  and 
speaker 


I'Msy-fo-read 
display  guides 
you  step  by  step 
through  over 
70  fvaliircs 


Messaging  lets 
you  get  in  touch 
and  get  on  ivith 
your  irork—  no 
norc  t(  le])hon(  tag 


NORSTAR  conference 
calling  makes  it  easy  to 
set  up  three-way  calls 


Dial  1-800-NURSTAR 
for  a  free 

performance  video 


Programmable  memory  keys 
give  you  one-button  access  to  your 
favorite  features 


NORTHERN  TELECOM 


THE  POWER 


E  H  I  N  D     N  E  T  W  O  K  K  I  N  V,  ' 


C  Wm  Northe 


I 


EDITED  BY  HARRIS  COLLINGWOOD 

IBM'S  COMEBACK  IS 
STIILON  HOLD 


►  Looking  for  a  turnaround  at 
IBM?  Wait  'til  next  year.  On 
Sept.  27,  IBM  warned  that 
profits  for  the  third  quarter 
would  fall  below  expectations. 
In  fact,  they'll  be  substantial- 
ly lower  than  the  $1.95  per 
share  earned  a  year  before. 

Analysts  say  earnings  fell 
victim  to  the  strong  dollar  as 
well  as  delays  in  shipping  a 
new  line  of  disk  drives.  IBM 
won't  say  when  shipments 
will  start.  More  troubling, 
though,  is  that  IBM  is  getting 
customers  to  lease  more 
equipment  rather  than  buy  it. 
The  leasing  program,  by  the 
company's  own  estimates, 
could  defer  up  to  $2  billion  in 
revenues  from  this  year  to 
next.  What's  more,  each  IBM 
lease  written  is  one  less  lease 
written  by  an  independent  les- 
sor, such  as  Comdisco,  which 
IBM  could  book  as  an  immedi- 
ate sale. 


NOW,  THAT'S 
DIVERSIFICATION 


►  "We  don't  know  beans 
about  the  medical  products 
field,"  says  an  MEI  Diversified 
vice-president.  Yet  the  snack- 
food  purveyor,  controlled  by 
Minneapolis  financier  Carl 
Pohlad,  will  truly  diversify  by 
merging  with  LecTec,  a  com- 
pany that  makes  skin  elec- 
trodes. MEI  and  LecTec  plan 
to  join  forces  to  acquire  a  big- 
ger medical  equipment  compa- 
ny, although  they  won't  name 
any  candidates.  MEI  earlier 
lost  a  bid  for  two  Texas 
banks. 


AT&T  BUYS 

A  FOUEIGN  OUTPOST 


►  Look  for  AT&T  to  move  ag- 
gressively into  the  fast-grow- 
ing world  market  for  ad- 
vanced information  services, 
such  as  electronic  data  inter- 
change and  computer  systems 
management.  That  strategy 
prompted  the  phone  giant's 


$280  million  purchase  of  Istel, 
a  British  information  services 
company,  on  Sept.  26.  While 
Istel  derives  about  95%'  of  its 
$145  million  in  revenues  from 
Britain,  AT&T  Chairman  Rob- 
ert Allen  wants  to  use  it  as 
the  springboard  for  a  larger 
AT&T  information  services 
group  composed  of  important 
national  players  in  Europe 
and  East  Asia. 

Allen  is  anxious  to  double 
the  $36  billion  giant's  interna- 
tional business — currently 
just  12%  of  total  revenues — 
by  the  mid-1990s.  He  also 
wants  to  block  the  likes  of 
British  Telecom  from  making 
further  inroads  into  the  infor- 
mation services  market. 


BIG  BANK  FROM 
THE  SOUTHLAND 


►  What's  an  Avantor?  Along 
with  being  about  the  most  cu- 
rious bank  moniker  ever,  it's 
the  name  of  the  super-region- 
al bank  holding  company  that 
would  result  from  the  merger 
of  Citizens  &  Southern  of  At- 
lanta and  Sovran  Financial  of 
Norfolk,  Va.,  announced  on 
Sept.  26. 

The  stock-swap  deal  would 
create  a  bank  with  $47  billion 
in  assets,  making  it  the  na- 
tion's 14th  largest.  It  should 
also  shelter  C&S  Chairman 
Bennett  Brown  from  his  nem- 
esis, NCNB  Chairman  Hugh 
McColl,  who  in  March  made 
an  unsolicited  offer  (later 
withdrawn)  for  C&S.  To  pre- 
vent McColl  or  others  from 
crashing  the  party,  C&S  and 
Sovran  gave  each  other  op- 
tions for  19.9%  of  their  stock. 

Brown,  60,  will  be  Avan- 


NIGHT  OF  THE  ROCKIHG  DEAD 


Prepare  yourself  for  the  first 
rock  'n'  roll  seance.  It  seems 
that  promoters  of  the  seventh 
annual  Los  Angeles  Guitar 
Show,  finding  themselves  short 
of  big-name  guitar  players, 
needed  to  come  up  with  a  special 
attraction.  Hey,  someone  sug- 
gested, why  not  summon  the 
spirits  of  a  few  dead  big-name 
guitarists?  Imagine:  the  ghost  of 
Jimi  Hendrix  or  Buddy  Holly. 

Co-promoter  Loni  Specter  (yes,  that's  his  real  name)  doesn'' 
claim  to  be  adept  in  the  black  arts.  But  he  figures  that  on  th( 
night  of  Oct.  1,  the  "focused  energy"  of  as  many  as  1,000  fan; 
is  sure  to  conjure  up  at  least  a  few  of  the  dear  departe( 
twangers.  Dave  Zimmer,  a  rock  journalist  who  works  for  an 
other  co-promoter,  is  hoping  the  late  Duane  Allman  shows. 
Says  Zimmer:  "I'd  ask  him  how  are  the  other  guys  up  then 
and  if  he's  jammed  with  Hendrix."  Is  this  what  old  hippie 
mean  by  "the  spirit  of  rock  'n'  roll"? 


1  ^ 


tor's  chairman  and  chief  exec- 
utive. Sovran  President  Den- 
nis C.  Bottorff,  45,  is  his 
designated  successor.  The 
merged  bank  will  have  976 
branches  in  the  Southeast, 
with  its  greatest  strength  in 
Virginia  and  Georgia. 


A  THIRSTY  COORS 
CHUGS  DOWNSTROH'S 


►  Descendants  of  beer  baron 
Adolph  Coors  grew  up  with 
two  stern  dicta:  Don't  buy 
other  brewers,  and  don't  take 
on  substantial  debt.  But  times 
change,  and  Coors  is  battling 
for  sales  against  giants  An- 
heuser-Busch and  Miller 
Brewing.  So  the  Colorado 
brewer  will  pay  $425  million 
for  most  of  the  assets  of 
Stroh  Brewery,  including  the 
popular  Stroh's  and  Old  Mil- 


^uNATURe  WILL  PC  WfRSST,,,, 


waukee  brands.  The  deal  put 
Coors  in  the  No.  3  spot  amon; 
U.  S.  brewers. 

Rival  brewer  S&P,  whic 
makes  Pabst,  is  objecting  t 
the  sale  on  antitrust  ground; 
Analysts  expect  Coors  to  su 
vive  the  challenge — and  poss 
bly  go  after  fifth-ranked  ( 
Heileman  Brewing,  owned  b 
Australia's  struggling  Bom 
The  two  have  chatted  about 
merger  in  the  past  but  ha\ 
vet  to  hold  formal  talks. 


FANCY  FOOTWORK 
FROM  HENLEY 


►  Henley  Group  Chairman  ^ 
chael  Dingman  has  unveik. 
his  latest  dizzying  financ;; 
maneuver.  This  summer.  He- 
ley  repurchased  the  public 
19%  stake  in  its  Fisher  Scie 
tific  unit  and  bought  out  pa- 
ner  Wasserstein  Perella's  h;' 
of  brakemaker  Pneumo  Ab(. 

Now,  if  the  Securities  ; 
Exchange  Commission  pc 
mits,  $600  million  of  Hen^ 
real  estate  and  developmeis 
in  California,  Hawaii,  ai 
three  other  states  will  become 
Henley  Properties.  The  cc- 
pany's  remaining  $3.5  billn 
in  industrial  assets  will  e 
spun  off  to  shareholders  i- 
der  the  old  nameplate.  C« 
constant  remains:  Dingmi 
will  head  both  new  units. 
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1956. 


You  always  come  back  to  the  basics.  }^ 


NipRtK)K(*ri  AI-C:  vol  ,  IMS  I II  I.E.I' AN1>  K-.i  Til  M 
lAMtSH  BF-AWDIsrjillNGCO  CUKMONT  BFAM 


^We  tallied  about  getting  a 
midrange  computer  but  wonderel 

^Is  this  the  end  of  our  PCs?' 
Turns  out  it  was  just  the  beginnin|^ 


With  an  IBM  AS/400 
your  PCs,  and  everything 
else,  can  work  better. 


\<)U  can  run  a  wliole  busi- 
ness on  personal  computers,  and 
maybe  vou  do. 

But  as  P('s  help  your 
companv  grow,  its  also  possible 
to  outgrow  them.  Or  at  least,  to 


outgrow  what  PCs  alone  can  do. 

l  hats  when  the  affordable 
IBM  Application  System/400  ' 
becomes  a  logical  next  step. 

rhe  AS/400  is  a  midrange 
computer  that  starts  for  as  little 
as  $25,()0()  and  lets  you  make 
choices  now — about  things  like 
software,  connectivity  and  powei 
— that  wont  fence  you  in  later. 


Over  5,000  applications 
run  on  the  AS/400,  and  they 
were  designed  for  solving  sp 
business  problems. 

So  if  youVe  an  autopartj 
dealer,  you  can  find  software  ^ 
created  for  autoparts  dealers 
Ditto  for  law  firms,  grocery 
stores,  travel  agencies  and  so 

Also,  the  AS/400  was 


•  1989  IBM  Corporation  IBM  is  a  registered  trademark  and  Application  bystem/400  isa  trademarkof  I! 


designed  for  lots  of  users  (from 
a  few  to  hundreds)  and  for 
organizing  your  data  in  one 
central  place.  Which  helps  your 
people  keep  in  touch,  with  their 
jobs  and  each  other,  and  helps 
you  respond  faster,  to  vour 
customers  and  competitors. 

And  if  you're  wondering 
where  your  PCs  fit  in,  they'll  not 


only  work  with  an  AS/400,  they'll 
be  improved  by  it.  With  PCs  as 
terminals,  you  get  PC  and  AS/400 
power  combined,  and  your  PCs 
can  communicate  easily  with  all 
the  other  AS/400  terminals. 

But  first,  communicate 
with  us.  To  learn  — 

800-365-4  IBM.  ==r="  = 


Color.  Style.  Rhythm.  As  different  as  they  are  from  one  Nikko  city  to  the  next,  and 


from  one  Nikko  hotel  to  another,  you  can  count  on  some  things  that  will  never 


change:  Facilities,  amenities  and  locations  carefully  planned  to  offer  you...: 


Simply  everything.  Simply 


nikko  hotels  international 

SAN  FRANCISCO -CHICAGO -NEW  YORK 
1-800'NiKKO-US 

Hotel  Nikko  San  Francisco  Union  Square  West  •  Hotel  Nikko  Chicago  Riverfront  Park  •  New  York  Essex  House  Central  Park  South 
Other  Nikko  Cities:  Mexico  City  •  Dusseldorf  •  London  •  Paris  •  Hong  Kong  •  Taipei  •  Manila  •  Beijing  •  Shanghai  •  jakarta  •  Osaka  •  Narite| 
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BURNED  BY  THE  THRIFTS, 

CONGRESS  lOOKS  AT  OTHER  FIRE  HAZARDS 


OUTSTANDING  SECURITIES  OF 
GOVERNMENT-SPONSORED 
ENTERPRISES 


Could  another  savings  and  loan  fiasco  be  lurking  in  the 
bushes?  An  assortment  of  enterprises,  loosely  affiliated 
with  the  federal  government  but  with  almost  no  over- 
;ight,  has  issued  more  than  $700  billion  in  debt  and  securities 
.hat  one  day  could  come  back  to  haunt  taxpayers. 

The  Treasury  has  never  formally  promised  to  make  good  on 
,he  paper  of  these  government-sponsored  enterprises,  any- 
nore  than  it  did  on  the  promises  of  the  Federal  Savings  & 
^an  Insurance  Corp.  But  the  markets  assume  that  if  worse 
;ame  to  worst.  Uncle  Sam  would  be  there  to  bail  out  the 
^'ederal  National  Mortgage  Assn.,  the  Federal  Home  Loan 
Mortgage  Corp.,  the  Student  Loan  Marketing 
^ssn.,  the  Farm  Credit  System,  and  an  assort- 
nent  of  smaller  operations. 

With  that  in  mind,  a  Congress  still  smarting 
Tom  the  $166  billion  FSLic  rescue,  wants  to 
nake  sure  nothing  of  the  sort  ever  happens 
igain.  As  part  of  the  thrift  bill,  it  ordered  the 
Preasury  and  the  General  Accounting  Office  to 
ook  into  potential  losses  from  the  enterprises. 
Vnd  on  Sept.  28,  the  House  Ways  &  Means 
)versight  subcommittee  was  to  begin  hearings 
)n  them.  Some  suspect  that  a  chastened  Con- 
gress might  crack  down  a  bit.  The  possibilities: 
•equire  the  enterprises  to  increase  their  capital- 
zation  so  they  can  ride  out  economic  ups  and 
lowns,  along  with  a  new  agency  to  regulate  their  operations. 
iiSK  ABYSS.  It's  a  good  time  for  Congress  to  take  a  look,  since 
10  one  knows  the  full  extent  of  the  government's  risk.  Be- 
ween  1970  and  1988,  the  outstanding  debt  and  securities  of 
ust  five  of  the  enterprises  soared  from  $37  billion  to  $721 
)illion  (chart).  "The  potential  danger  is  enormous,"  says  bud- 
jet  expert  Stanley  E.  Collender  of  Price  Waterhouse.  It  is  all 
he  more  so  because  even  as  Congress  grows  wary  of  the 
enterprises,  it  keeps  creating  new  ones.  The  money  for  the  S&L 
lailout,  for  example,  will  be  raised  by  the  off-budget  Resolu- 
ion  Funding  Corp. 

The  popularity  of  these  enterprises  is  easy  to  understand. 
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All  of  them  were  established  to  fill  a  public  purpose,  whether 
to  create  a  secondary  market  for  mortgages,  provide  liquidity 
for  student  loans,  or  lend  farmers  money  to  buy  land.  But 
their  borrowings  don't  have  to  be  approved  by  Congress,  their 
debt  doesn't  count  against  the  federal  budget  deficit,  and  their 
spending  isn't  subject  to  the  Gramm-Rudman  Act. 
CASH  FIX.  Yet,  if  things  go  seriously  wrong,  their  problems  can 
quickly  affect  the  Trea.sury.  The  agricultural  depression  of  the 
early  1980s  put  tremendous  strain  on  the  Farm  Credit  System, 
which  was  kept  afloat  only  by  an  infusion  of  $4  biUion  in 
federal  cash  in  1987. 

At  the  moment,  the  enterprises — including 
Farm  Credit — seem  healthy  enough.  The  51- 
year-old  Fannie  Mae,  for  example,  has  won  a 
reputation  as  a  well-managed  corporation.  Its 
stock  is  trading  at  a  52-week  high  on  the  New 
York  Stock  Exchange.  Freddie  Mac  and  Sallie 
Mae  are  also  publicly  traded. 

Officials  of  the  enterprises  profess  to  be  un- 
concerned by  the  new  congressional  interest  in 
their  affairs.  Says  Leland  C.  Brendsel,  presi- 
dent of  Freddie  Mac:  "My  guess  is  this  won't 
lead  to  anything  more  than  being  satisfied  with 
the  operations  of  the  corporations." 

But  if  the  enterprises  start  incurring  losses 
that  threaten  their  ability  to  service  their  debt. 
Congress  will  come  down  hard.  The  quasi-governmental  agen- 
cies rely  on  the  presumption  of  markets  that  the  Treasury 
stands  behind  their  paper.  They  generally  pay  10  to  20  basis 
points  less  than  the  best-rated  private  corporations  pay  for 
their  debt.  But  if  Congress  moves  to  require  the  pet  enter- 
prises to  hold  more  capital  and  regulates  their  operations, 
nervous  investors  may  demand  higher  returns. 

Today,  most  of  the  government-sponsored  enterprises  look 
like  success  stories.  But  lawmakers  are  in  no  mood  to  take 
chances.  They  remember  that  there  were  few  signs  of  trouble 
at  FSLIC  just  a  few  years  ago. 

By  Catherine  Yang 


CAPITAL  WRAPUP I 


THE  COURTS 


Fresh  from  their  victory  in  blocking 
the  nomination  of  William  C.  Lucas 
to  be  Assistant  A.ttorney  General,  civil 
rights  groups  and  their  allies  are  train- 
ing their  guns  on  another  black  conser- 
vative. This  time,  the  target  is  Equal 
Employment  Opportunity  Commission 
Chairman  Clarence  Thomas,  who  is  in 
line  for  the  District  of  Columbia  U.  S. 
A.ppeals  Court  seat  vacated  by  Robert 
H.  Bork.  Groups  including  the  National 
Education  Assn.  and  the  American  As- 
sociation of  Retired  Persons  charge 
that  at  the  EEOC,  Thomas  allowed  time 
limits  to  run  out  on  thousands  of  age- 
discrimination  cases.  The  fight  will  be 


intense,  because  just  about  everyone  in 
Washington  views  the  appeals  bench 
as  a  resting  place  while  Thomas  waits 
for  a  spot  on  the  Supreme  Court. 

DEHNSE  

With  a  continuing  squeeze  on  the 
military  budget  inevitable,  De- 
fense Dept.  officials  are  forcing  the 
military  brass  to  think  some  very  un- 
pleasant thoughts.  The  latest  idea  be- 
ing pushed  on  the  armed  services:  mak- 
ing the  Army,  Navy,  and  Air  Force 
consolidate  such  operations  as  mainte- 
nance depots  and  the  training  of  tech- 
nicians. The  admirals  and  generals, 
who  oppose  blurring  the  lines  between 
the  services,  are  mounting  a  stiff  fight. 


THE  HUD  SCANDAL 


The  Justice  Dept.  has  finally  re- 
quested transcripts  of  five  months 
of  congressional  hearings  into  alleged 
wrongdoings  by  officials  of  the  Hous- 
ing &  Urban  Development  Dept.  The 
step,  taken  just  a  week  before  former 
Secretary  Samuel  Pierce  claimed  his 
protection  against  self-incrimination  in 
refusing  to  testify,  came  amid  mount- 
ing Capitol  Hill  criticism  of  Justice's 
performance  in  the  HUD  scandal.  Some 
lawmakers  are  talking  of  invoking  a 
clause  of  the  Ethics  in  Government  Act 
that  could  lead  to  the  appointment  of 
an  independent  counsel  to  look  for 
criminal  violations  at  hud. 
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Introduciiiif  The  Lexus  LS  4D(t 
The  Brain 


Six  \  ears  ago.  1400  of  Toyotas  top 
engineers  set  out  to  build  an  en- 
tu-ely  new  automobile.  They  began 
b\  taking  two  steps. 

First  they  accepted  the  premise 
that  the  world  already  had  a  surfeit  of  very 
good  high-performance  liLxurv  sedans. 


Then  they  accepted  the  cheer: 
to  build  one  a  quantum  leap  better 

Such  is  the  thinking  that's  goai 
the  Lexus  LS  400. 

Take,  for  example,  the  ve  I 
thing  about  this  automobile  ihaV^ 


your  eyes,  its  design. 


i 


©1989  Lex  lAB 


Here  our  engineers  have  inge-        achieve  this  kind  of  muscle  in  a  car,  let 


•  managed  to  reconcile  aesthetics  ; 


alone  in  a  luxury  sedan,  would  be  cause 


rodynamics,  creating  an  ele-    >^  ^    enough  to  celebrate, 
contoured  luxury  sedan  that  ^  I   1/  For  Lexus  engineers,  it  was  just 

appens  to  have  one  of  the  \     cause  enough  to  come  up  with 

drag  coefficients  of  ^HHH^i^^WMVd    another  brainstorm. 

in  America,  a  mere  0.29.  ■  Turn  the  key  and  listen. 

1 

ust  as  surprising,  the  ^    ,  \    What  do  you  hear.'' 

IM  ! 

is  equipped  with  a  Four-        |  '  Not  much  of  anything  be- 


2-valve,  250-horsenower 


ine. 


or  most  engineers,  to 


i 


cause  our  engineers  have  found 
a  way  to  combine  extreme  power 
with  extreme  quiet. 


Of  course,  we've  also  given  you  the 
luxury  to  shatter  this  silence. 

The  Lexus  LS400  is  endowed 
with  a  choice  between  two  of  the  finest 
audio  systems  possible,  including  the 
optional  Lexus/Nakamichi  Premium 
Sound  System. 

You'll  fuid  an  almost  obsessive 
amount  of  thought  went  into  other  aspects 
of  the  car's  interior  as  well. 

Lavished  in  California  Walnut, 
graced  (il  you  choose)  with  leather  trim 
and  seats,  and  provided  with  a  standard 
drivers-side  airbag  Supplemental  Res- 
traint System,  the  LS  400's  cabin  is  a  rare 
pleasure  to  enter. 

To  do  preciselv  that,  simply  call 
800-USA-LEXUS  for  the  name  of  your 
nearest  dealer. 

You'll  find  that  he's  extremely 
knowledgeable  and  able  to  answer  all 
your  questions. 

After  all,  not  all  our  top  brains 


are  engineers. 


The  Relentless  Pursuit  Of  Perjectum. 


or  Sales  U.S.A..  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laiis.  *Esl.  18  city/23  hwy.  preliminary  1990  mileage  figures  determined  by  Lexiis.  See  your  dealer  for  details. 
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THE  SAKS  FLAGSHIP:  THE  MARKET  MAY  BE  SOFT,  BUT  THE  U.  S.  RETAILERS  BAT  IS  PUTTING  ON  THE  BLOCK  COULD  FETCH  $2.5  BILLION 


TAKE  THAT, 
JIMMY  GOLDSMITH 


BAT's  big  sell-off  shapes  up  as  a  stinging  setback  to  the  financier's  takeover  bid 


For  two  months,  Patrick  Sheehy, 
chairman  of  British  conglomerate 
BAT  Industries  PLC,  has  been  spit- 
ting epithets  at  a  band  of  corporate  raid- 
ers led  by  Sir  James  Goldsmith.  Private- 
ly, though,  Sheehy  now  says  he  long  ago 
conceded  a  large  part  of  Goldsmith's  ar- 
gument: The  tobacco,  retailing,  financial 
services,  and  paper  giant  that  Sheehy 
helped  build  needed  a  major  overhaul. 
Behind  the  scenes,  Sheehy  and  his  bank 
advisers  crafted  a  restructuring  scheme 
designed  to  repel  Goldsmith  and  give  a 
sharp  kick  to  bat's  stock  price. 

The  result  was  that  Sheehy  on  Sept. 
26  handed  what  shapes  up  as  a  stinging 
setback  to  the  swashbuckling  Anglo- 
French  financier  and  his  $21  billion  take- 
over bid.  Sheehy  agreed  to  take  an  ax  to 
the  conglomerate  he  helped  create.  Sell- 
ing off  paper  and  retailing  interests,  he 
will  shrink  BAT  down  to  the  tobacco  and 
insurance  businesses.  These  holdings — 
consisting  of  Brown  &  Williamson  To- 
bacco and  its  Eagle  Star,  Allied  Dunbar, 
and  Farmers  Group  insurance  units — 
will  make  up  80%  of  BAT's  estimated 
1989  pretax  profits  of  $3.2  billion. 


Investors  seemed  to  support  Sheehy's 
effort,  but  the  final  outcome  won't  be- 
come clear  for  as  long  as  nine  months, 
as  he  peddles  some  assets  and  floats  off 
others.  His  uppermost  challenge:  selling 
U.  S.  retailing  units,  including  Saks  Fifth 
Avenue  and  Marshall  Field's,  at  a  time 
when  America  is  awash  with  for-sale 
signs.  The  market  will  not  be  able  to  put 
a  firm  value  on  the  new  BAT  until  some 
pieces  are  actually  sold. 
'DIFFICULT.'  But  the  fact 
that  the  59-year-old 
Sheehy,  who  has  spent 
his  working  life  criss- 
crossing the  world  for 
BAT,  is  willing  to  execute 
a  sell-off  plan  is  enough 
to  block  Goldsmith — at 
least  temporarily. 

Sheehy  insists  that 
Goldsmith  had  little  to  do 
with  forcing  his  hand, 
but  Sheehy  admits  that 
"this  was  a  very  difficult 
decision."  If  shareholders 
prove  unrelenting,  he 
doesn't  rule  out  selling 
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MAKING  KOOLS:  BAT  WILL  RELY 
ON  CASH  FLOW  FROM  TOBACCO 


even  the  prized  financial-services  ul. 

Goldsmith  and  his  main  backers,  >  .'.^ 
nanciers  Jacob  Rothschild  and  Key 
Packer,  have  little  choice  but  to  wa,ii 
and  wait.  Goldsmith  will  support  the  kT 
plan  at  a  special  shareholder  iTieetingj|||^p 
Oct.  19,  though  it  doesn't  go  as  farpl 
his  breakup  deal,  which  would  hie 
stripped  away  everything  but  tobaccc A  ' 
key  element  of  Goldsmith's  scheme  ^is  ,,, 
to  presell  bat's  Farmrs  f 
Group  Inc.  in  the  U.  Stc  J 
French  insurer  Axa  Tali  '" 
Assurance,  a  deal  lat  ' 
has  been  blocked  by  ijg 
ulators.  Goldsmith  sj^ 
he  intends  to  seek  Anri 
can  approval  in  prep»a 
tion  for  another  ruria' 
bat:  "We  will  see  »v  ;'' 
the  market  values  ii> 
hybrid  [tobacco  andjii  ^ 
surance]  company."  '^ 

Whether  Goldsrt' 
has  the  appetite  fo  ^ 
drawn-out  battle    a;  n 
seems  weighted  agt.ts.  '1 
him  is  questionable.  ()ld-  -i 


INTERNATIONAL  BU  MfcS 


Tiith,  who  had  lined  up  a  who's  who  of 
ig-league  backers  for  the  bat  deal,  will 
3  looking  at  other  targets. 
Continuing  the  struggle  for  BAT  would 
^  expensive.  Already  the  imbroglio  has 
rawn  in  legions  of  lawyers,  accoun- 
mts,  and  bankers,  costing  the  two 
des,  by  Goldsmith's  estimates,  about 
l50  million.  Sources  close  to  his  group 
iggest  that  subtracting  the  fees  it  has 
iid  out  from  gains  on  its  2.3%  holding 
BAT  leaves  Goldsmith  and  his  backers 
ith  no  profit.  "If  they  say  it's  a  wash, 
lat  probably  means  they're  under  wa- 
:r  [in  losses],"  says  David  Verey  at  La- 
ird Brothers  &  Co.,  a  BAT  adviser. 
DLE  MODEL?  Goldsmith,  who  cloaks  his 
lids  in  bold  rhetoric  about  unlocking 
lareholder  value,  did  manage  to  galva- 
ze  the  debate  across  Europe  on  the 
iture  of  conglomerates.  In  Britain, 
^en  such  well-run  organizations  as  BTR 
id  Imperial  Chemical  Industries  are 
mr\g  restructuring  plans.  BAT's  over- 
lul,  which  involves  a  dividend  hike, 
lares  in  new  companies,  and  sales  of 
;hers,  "provides  a  blueprint  for  the  fu- 
ire  for  other  conglomerates,"  says 
)hn  Kent,  director  of  Sun  Alliance  In- 
istment  Management  Ltd.  But  Gold- 
nith  failed  to  convince  European  inves- 
irs  that  huge  bids  financed  with  junk 
)nds  are  tolerable.  "We've  won  a  num- 
jr  of  arguments  close  to  my  heart," 
oldsmith  says,  "but  one  is  not  in  this 
itirely  for  the  debate." 
Sheehy,  unveiling  his  beat-Goldsmith 
an  in  an  ornate  London  18th  century 
eeting  hall,  painted  a  bright  future  for 
BAT  relying  on  cash  flow  from  its  to- 
icco  business,  where  foreign  sales  are 
rong.  Salomon  Brothers  analyst  Les 
igh  figures  the  restructured  bat  may 
!  worth  $13.60  per  share,  slightly  above 
irrent  levels.  With  the  dividend  yield 
creasing  to  79^  from  about  57',  inves- 
rs  may  stay  put. 

HE  RIGHT  PRICE.'  Sheehy  wouldn't  put  a 
•finite  price  tag  on  the  assets  he  will 
11.  Pugh  estimates  that  BAT's  paper 
id  British  retailing  operations  could 
tch  $3  billion.  The  collection  of  Saks, 
eld,  Ivey's,  and  Breuners  racked  up 
88  sales  of  about  $2.6  billion.  Gilbert 
.  Harrison,  chairman  of  investment 
nk  Financo  Inc.,  calculates  that  the 
ur  retailers  could  bring  $2.5  billion. 
But  getting  top  dollar  won't  be  easy. 
iT  will  try  to  distance  its  department- 
3re  sell-offs  from  the  fire  sale  forced 
highly  leveraged  retailers  Campeau 
irp.  and  Hooker  Corp.  "We  have  the 
<ury  of  finding  the  right  strategic 
yer  at  the  right  price,"  says  Arthur  C. 
irtinez,  a  BAT  senior  vice-president.  If 
's  right,  Sheehy  will  strengthen  his 
nd.  Goldsmith  may  walk  away,  no 
'  -her  but  not  likely  bowed. 
'  By  Richard  A.  Melcher  in  London,  with 
'  ny  Dunkin  in  New  York 


Commentary/by  Paul  Magnusson 

UNCLE  SAM  SHOULDN'T  BE 
A  TRAVELING  SALESMAN  FOR  TOBACCO 


CIGAROTE  AND 
CIGAR  EXPORTS 


The  federal  government  officially 
discourages  cigarette  smoking  in 
the  U.  S.  But  if  people  in  other 
countries  are  going  to  smoke  anyway, 
why  shouldn't  they  puff  away  on 
American  tobacco? 

Armed  with  this  logic,  the  Reagan 
Administration  strong-armed  Japan, 
South  Korea,  and  Taiwan  to  dismantle 
their  government-sanctioned  tobacco 
monopolies.  This  opened  lucrative  mar- 
kets and  created  such  growth  for  U.  S. 
cigarette  makers  that  skyrocketing 
Asian  sales  did  much  to  offset  the  de- 
cline at  home. 

But  Thailand,  with  a  government  to- 
bacco monopoly  of  its  own,  is  fighting 
U.  S.  pressure  to  open  up,  and  U.  S. 
tobacco  companies  are  asking  the  Bush 
Administration  to  take  up  trade  sanc- 
tions against  the  Thais.  That  raises 
many  questions  about  U.  S.  trade  poli- 
cy, including:  Should 
Washington  use  its 
muscle  to  promote  a 
product  overseas  that 
it  acknowledges  is 
deadly?  Are  trade  dis- 
putes to  be  decided  by 
lawyers  and  bureau- 
crats on  the  basis  of 
commercial  regula- 
tions, or  should  health 
and  safety  experts  get 
into  the  act?  Should 
the  U.  S.  use  trade  pol- 
icy to  make  the  world 
healthier,  just  as  it 
does  to  save  whales,  punish  South  Afri- 
ca, or  promote  Soviet  emigration? 
HARSH  BLEND.  There's  no  doubt  that 
U.  S.  cigarettes  are  popular.  From  Tai- 
pei to  Seoul,  they  have  been  snapped 
up  in  nations  where  well  over  60%  of 
the  men  smoke.  At  the  same  time, 
there's  growing  concern  in  these  coun- 
tries that  U.  S.  tobacco  companies  will 
rope  in  even  more  smokers  with  sophis- 
ticated marketing,  especially  women 
and  young  people.  "The  perception  in 
the  World  Health  Organization  is  that 
it  is  U.  S.  policy  to  push  this  addictive 
drug  abroad  and  encourage  its  promo- 
tion in  ways  that  we  prohibit  in  our 
own  country,"  says  outgoing  U.  S.  Sur- 
geon General  C.  Everett  Koop,  an  anti- 
smoking  crusader. 

But  the  Thais  have  weakened  their 
case.  They  banned  cigarette  advertis- 
ing— suspiciously,  around  the  time  the 


PUFFING  MORE 
U.S.  SMOKES  ABROAD 
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U.  S.  export  campaign  in  Asia  was 
heating  up — and  their  harsh  blend  is 
no  match  for  American  brands.  Yet  in 
a  country  where  a  staggering  67/^  of 
the  men  smoke  cigarettes,  the  Thais 
also  have  serious  public  health  con- 
cerns. Only  6%  of  Thai  women  smoke, 
and  authorities  would  like  to  keep  it 
that  way. 

U.  S.  cigarette  companies  insist  that 
their  advertising  aims  only  to  persuade 
smokers  to  switch  brands.  But  their 
ads  do  feature  teenagers  and  women. 
In  Japan,  Virginia  Shms  displays  so- 
phisticated women  smoking,  while  Phil- 
ip Morris  Cos.  takes  direct  aim  at  Ja- 
pan's dating  crowd  in  an  ad  linking 
cigarettes  with  young  love. 
■SCANDALOUS.'  The  Bush  Administra- 
tion is  split  on  the  issue.  Koop  argues 
that  forcing  open  markets  for  Ameri- 
can cigarette  makers  would  be  "un- 
conscionable .  .  .  de- 
plorable .  .  .  scanda- 
lous. . .  the  height  of 
hypocrisy."  However, 
U.  S.  Trade  Represen- 
tative Carla  A.  Hills 
says:  "We  are  not 
pushing  cigarettes  on 
other  countries,  but 
where  they  allow  ciga- 
rette consumption,  we 
say  they  ought  not  to 
ban  ours." 

But  cigarettes  don't 
have  to  be  be  treated 
as  just  another  com- 
modity. There's  an  opportunity  for  the 
U.  S.  to  exert  moral  leadership  through 
trade  policy  on  a  larger  issue — world 
health.  Smoking  is  a  matter  of  choice 
in  most  places  around  the  world,  but 
it's  actively  being  discouraged  in  the 
U.  S.  That  means  Washington  should 
not  get  on  the  cigarette-promotion 
bandwagon.  Trade  policy  is  not  a  ster- 
ile set  of  inflexible  rules,  as  the  U.  S. 
often  demonstrates. 

Backing  off  also  makes  good  com- 
mercial sense.  The  U.  S.  is  negotiating 
a  dozen  critical  trade  issues  in  Asia, 
including  copyright  protection,  defense 
contracting,  steel  subsidies,  and  super- 
computers and  satellites  sales.  Moral 
leadership  can  be  a  bargaining  chip. 
This  is  no  time  to  squander  political 
goodwill  by  championing  a  dubious 
product  abroad — even  as  we  ban  it 
from  our  planes  and  offices. 
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^c  S  o  oftcr  n  after  hours  toll-free  HeloUne  to  ^^^^yZ'^}^'^^^^ 
to  do  than  putter  around  with  a  broken  copter. 


X)URSE  WOULD  LOOK  LIKE 
>ERFORMANCE  GUARANTEE. 


Hams.3Al  IS  }m\' 


lanIer 

HE  ONLY  COURSE  TO  TAKE. 


Name. 


Please  send  me  free  information  about  Lanier: 
□  Gipiers  DFax  □  Dictation/Business  Phones 

 Companv  


Address. 


.State 


.Zip_ 


. Phone  I  )_ 


Or  call: 


Mail  to:  Lanier  Copier  Promise,  PO.  Box  785,  Davton,  Ohio  45401 

Some  restnctions  apply.  Sec  your  Unier  Copier  rcprcsenunvc  for  lull  details  |2  MARPUS 


1-800-852-2679 


nternational  Business 


WEST  GERMANY  I 


INFINITI  AND  LEXUS:  CHARACTERS 
IN  A  GERiWAN  NIGHTMARE 


They're  threatening  tlie  luxury-car  stranglehold  of  BMW  and  Mercedes 


series  of  huge  pileups  in  the  fog 
left  nearly  300  wrecks  littering 
the  superhighways  around  Mu- 
nich on  Sept.  23  and  injured  some  80 
people.  But  crashes  such  as  these  have 
not  cooled  West  Germans'  fondness  for 
driving  powerful  cars  at  unlimited 
speeds,  and  auto  makers  have  parlayed 
that  national  passion  into  domination  of 
the  world  luxurj'-car  market  (table). 

Now,  that  preeminence  is  threatened. 
The  slick  new  Japanese  models  such  as 
Toyota  Motor  Corp.'s  Lexus  L.S  400  and 
Nissan  Motor  Co.'s  Infiniti  Q45  are  al- 
ready winning  rave  reviews  in  the 
U.  S. — which  has  long  been  a  major 
source  of  profits  for  the  German  manu- 
facturers. Come  next  spring,  these  racy 
machines  will  go  up  against  entries  from 
Daimler-Benz,  B.viw,  and  Porsche  on 
their  home  turf.  The  competition  will  be 
tough.  The  Lexus  carries  a  base  U.  S. 
price  of  $35,000.  That's  about  S10,000 
less  than  the  BMW  .53.5i  and  Mercedes 
300E  sell  for  in  the  U.  S.,  but  head  on  in 
price  with  these  cars  in  Germany. 
A  CHANGING  TUNE.  Lower  dowTi  in  the 
market,  Japan's  compact  and  midsize 
cars  now  have  15%  of  German  sales,  and 
Volkswagen,  Germany's  mass  carmaker, 
fears  a  similar  invasion  of  its  key  Euro- 
pean export  markets. 
So  vw,  once  one  of 
Europe's  strongest 
voices  against  trade 
barriers,  is  shifting 
gears,  w  Chief  Exec- 
utive Carl  H.  Hahn  is 
joining  heavily  pro- 
tected Italian  and 
French  producers  in 
calling  for  a  five-year 
transitional  period,  be- 
ginning in  1992,  be- 
fore EC  markets  are 
fully  opened  to  outsid- 
ers. "The  European  industrj^  should  be 
permitted  to  reap  the  first  harvest  of 
our  political  achievement,"  says  Hahn. 

Free  traders  in  the  Bonn  government 
are  understandably  leery  of  this  talk. 
But  German  officials  as  well  as  high- 
ranking  Brussels  bureaucrats  now  sug- 
gest transitional  quotas  might  hold  Japa- 
nese makers  close  to  their  present  9% 
to  10%  market  shar-  Europe.  "Simply 
phasing  out  national  restrictions  would 
be  a  severe  shock,"  says  EC  Deputj'  Di- 


rector General  Hugo  Paemen.  "A  tran- 
sitional period  should  be  considered." 

As  they  did  in  the  U.  S.,  the  Japanese 
are  trying  to  take  advantage  of  Europe 
an  restraint  to  earn  more  per  car.  "[Jap- 
anese] producers  are  attempting  to 
make  the  most  of  export  quotas  by  trad- 
ing up  and  exporting  more  higher-priced 
autos,"  says  economist  Oswald  Richter 
at  Frankfurt's  Commerzbank.  That 
strategy  puts  heat  on  European  makers 
of  luxury  and  expensive  cars,  whose  ca- 


BMW  with  a  12-cylinder  motor  but  car 
like  the  Lexus  and  Infiniti  that  scar 
'me."  He  makes  good  sense.  While  Gei 
man  publications  still  rate  the  hottes 
local  models  over  the  Japanese  conten 
ers,  Toyota  executives  say  market 
search  shows  that  more  than  half 
German  car  buyers  are  prepared  to  bu| 
foreign  models. 

The  German  manufacturers  face  a| 
even  more  serious  challenge  in  the  U. 
where  they  have  no  friendly  home  gO' 
ernment  to  protect  them.  So  far,  fo 
out  of  10  American  Lexus  buyers  trai 
in  German  autos.  The  Japanese  presem 
in  the  high  end  of  the  U.  S.  market 
crimp  the  German  makers'  ability 
raise  prices  and  should  shrink  their 
ditionally  high  margins. 

Daimler  is  responding  to  the  Japanei 
threat  by  promising  a  new  Mercedi 
model  everv  vear.  Industrv  sources 


AT 


GERMANY'S  GRIP  ON 
HIGH-PRICED  CARS 


Unit  sales 
in  1988* 

German 
market  share 
Percent 

EUROPE 

112,100 

80% 

U.S. 

93,500 

78 

JAPAN 

16,400 

85 

TOTAL 

222,000 

79 

*Cars  priced  over  $4 1 ,000 

DATA:  DRI/McGRAW-Hia 

TOYOTA'S  LEXUS  HAS  BEEN  GETTING  RAVE  REVIEWS 


pacity  of  about  1.5 
million  units  a  year  is 
200,000  more  than 
they  can  sell. 

Among  the  German 
companies,  BMW  is 
best  prepared  to  com- 
pete with  Japan.  This 
year,  it  expects  to  sell 
a  record  -500,000  units.  BMW  is  proving 
adept  at  coming  up  with  new  models.  It 
is  now  following  up  its  successful  7  se- 
ries with  a  sleek  new  12-cylinder  850i 
with  a  top  speed  of  more  than  160  mph 
and  an  expected  price  tag  of  $71,500. 
The  new  BMW  models  are  partly  respon- 
sible for  the  127c  dip  in  sales  for  Daimler 
Benz's  Mercedes-Benz  unit  in  Germany 
in  the  first  seven  months  of  this  year. 
Even  so,  Mercedes-Benz  chief  Werner 
Niefer  confessed  recentlv:  "It's  not  a 


the  company  will  have  to  lay  out 
billion  on  research  and  development 
tooling  for  each  new  series  and  then 
to  recoup  the  cost  over  a  product  li 
cycle  that  is  shrinking.  Many  analys 
doubt  that  Mercedes  can  pull  off  th 
strategy.  Daimler  is  restricting  prod 
tion  of  popular  models  such  as  the  ne 
SL  series  convertibles  to  15,000  to  20,0 
a  year,  blending  prestige  with  scarcil 
But  a  waiting  list  into  the  1990s  for  th 
car  doesn't  help  the  bottom  line  now 
By  contrast,  Toyota  plans  to  sell 
many  luxury-  cars  as  the  custome 
want.  It's  prepared  to  double  Lexus  oi 
put  to  100,000  a  year  if  need  be.  Th 
sort  of  volume  won't  knock  the  Germa 
out  of  their  top-gun  position  overnigl 
But  it  tells  them  that  they  can  no  Ion 
calmly  assume  their  cars  are  unbeatab 

By  John  Templeman  in  BoM\* 
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JAPAN  I 


YOU  KNOW  WHO 
IS  FLOORING  IT  AGAIN 


Japanese  carmakers  step  up  capacity.  Will  a  new  export  drive  follow? 


Cash-rich  Japanese  auto  makers  are 
off  on  yet  another  investment 
binge.  Their  industry'  has  been  hv- 
ing  under  voluntary-  export  restraints 
since  1981,  and  that  has  encouraged  the 
carmakers  to  invest  heavily  in  factories 
for  new  cars  both  in  the  U.  S.  and  Eu- 
rope. Now,  in  one  of  their  biggest  spend- 
ing sprees  ever,  the  Japanese  are  pour- 
ing money  into  new 
models,  design  technol- 
ogy, and  more  capacity 
to  produce  cars  at 
home. 

Some  analysts  believe 
the  spending  could  cre- 
ate a  supply  overhang 
that  could  spur  more 
exports  of  cars  and 
trucks  to  the  U.  S.,  Eu- 
rope, and  Southeast 
Asia.  "There  is  reason- 
ably good  statistical  evi- 
dence that  an  export 
drive  will  occur,"  says 
Ron  Napier,  vice-presi- 
dent at  Salomon  Broth- 
ers Asia  Ltd. 

The  Ministry  of  Inter- 
national Trade  &  Indus- 
try is  advising  auto 
makers  to  "scrap  and 
build."  But  Japanese 
car  companies  are  build- 
ing new  capacity  first 
with  only  vague  prom- 
ises of  dismantling  old- 
er lines  later.  "It's  build 
and  maybe  scrap,"  says  Kazuaki  Har- 
ada,  chief  economist  at  Tokyo's  Sanwa 
Bank  Ltd. 

FINE  TUNING.  Analysts  estimate  that  Ja- 
pan's carmakers  will  add  some  200,000 
units  annually  to  domestic  production  by 
1991,  a  ;r'iall  number  against  their  total 
vehicle  j-. '  'uction  of  12.7  million  in  Ja- 
pan. But '  T'amlining  has  already  effec- 
tively boosi  !  rapacity  as  much  as  10% 
through  imp.  .xi  operating  rates,  says 
Stephen  Marv  an  analyst  at  Jardine 
Fleming  Securu  Ltd.  in  Tokyo.  The 
money  will  also  a  iow  the  manufacturers 
to  shoot  for  extremely  fast  turnaround 
times  in  getting  out  new  models. 

The  auto  industry  spending  isn't  iso- 
lated. It's  part  of  an  investment  drive 
sweeping  Japanese  industries  from  steel 
to  semiconductors.  Overall  capital  expen- 


diture for  the  fiscal  vear  ended  March, 
1989,  was  up  19^^  to  $494  billion.  That 
was  slightly  more  than  the  much  larger 
U.  S.  economy  spent  on  plants  and  equip- 
ment in  1988.  Most  of  the  money  is  go- 
ing into  developing  more  advanced  prod- 
ucts and  fine-tuning  design  and 
manufacturing. 
Auto  makers  are  in  the  vanguard  of 


the  big  spenders.  The  Japanese  industry' 
hiked  domestic  capital  investment  by 
nearly  20%  last  year,  to  $9.7  billion,  and 
it  is  expected  to  boost  investment  this 
year  by  297^,  to  $12.7  billion. 

U.  S.  auto  companies  are  in  the  same 
spending  race.  For  example,  Ford  Motor 
Co.  Chairman  Donald  E.  Petersen  says 
that  Detroit's  No.  2  carmaker  plans  to 
spend  "substantially  more"  in  the  ne.xt 


Capital  investment  in  cars 
is  only  part  of  a  spending  drive 
sweeping  industries  from 
steel  to  semiconductors 


five  years  than  the  $16.6  billion  it  spent  j 
in  the  past  five  years. 
■  But  some  industry'  experts  think  Ja- 
pan's auto  makers  are  spending  smarter. 
Says  Jardine's  Marvin:  "They're  putting 
their  money  where  they  get  the  biggest 
bang  for  their  buck,  in  flexible  manufac 
turing  systems  and  shortening  the  de- 
sign cycle."  The  Japanese  want  to  cut 
the  time  needed  to  produce  a  new  model 
from  four  years  to  two.  Besides  slashing 
costs,  this  would  let  them  introduce 
trendy  new  models  quickly,  says  Paul  A 
Summerville,  vice-president  at  Deutsche 
Bank  Group.  Honda  Motor  Co.  bought  a 
Cray  supercomputer  last  year  to  spee 
the  exchange  of  design  details  betwee: 
its  U.  S.  and  Japanese  research  centers, 
Nissan  Motor  Co.,  which  has  unveiled  1 
major  model  change; 
since  April,  1988,  is  in^ 
stalling  flexible  asseni' 
bly    systems    at  it 
plants  in  Japan  so  thai 
different  models  can  h 
made  on  the  same  lini 
at  the  same  time. 
bots  designed  to  coml 
pensate  for  a  severe  la 
bor  shortage  are  alscj 
soaking  up  a  lot  o 
money. 

BAD  NEWS.  Still,  somti 
Japanese  economist 
are  edgy  about  the  aut(|\ 
makers'  investment 
Domestic  factories  ai 
now  running  flat  oul 
including  many  Satui 
days,  to  meet  demanc 
But,  with  Japan's  ec( 
nomic  expansion  now  i 
its  third  year,  manufa( 
turers  could  be  addin 
capacity  just  as  sale 
peak. 

That  raises  the  pos: 
bility  of  a  supply  ovei 
hang.  Japanese  output  in  North  Amerii 
is  expected  to  jump  by  350,000  units, 
1.5  million,  in  1990.  So  America  could 
awash  in  cars  and  trucks,  even  if  volu: 
tar>'  export  restraints  continue.  Nissi 
has  said  it  will  reduce  exports  from  ll 
million  units  this  year  to  700,000 
800,000  by  the  end  of  the  1990s.  B^fl 
skeptics  note  that  the  Japanese  cou 
substitute  shipments  of  knockdown  se 
for  finished  exports. 

For  American  auto  executives,  thei! 
ambitious  Japanese  spending  plans  ci| 
only  be  bad  news.  The  U.  S.  carmakei 
may  have  survived  the  wrenchiil 
changes  of  the  past  two  decades  only 
face  a  new  wave  of  more  numerous  aij ' 
better-made  Japanese  cars.  ] 
By  Amy  Borrus  in  Tokyo,  mth  Jann\^  ■ 
Treece  in  Detroit 
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If  your  PCs  are  here 


Your  word  processors  are  here 


1 


Your  printers  are  here 


X 

Your  typewriters  are  here 


And  your  secretaries  are  here 


Your  office  is  ready  for  the  IBM  Personal  Typing  System/2. 


You  know  liow  it  is.  No  .sooner  has  a  sccn'tarv 
started  a  big  word  professing  job  than  theres  an 
interruption.  Someone  needs  labels,  envelopes  or 
forms  tv[)ed  in  a  hurry.  Fhat  requires  shifting  to  a 
typewriter.  Suddenly  there's  atiotfier  interruption. 
Someone  ne(>ds  a  spreadsheet  right  away.  So  it's  of! 
to  tlie  I'd.'j'hen  back  to  the  wf)rd  proc  essor.  Then 
the  typewriter  again.  I  he 
I BM  Personal  I  yping 
System/2  lets 


secretaries  handle  these  normal  office  interruptions 
quickly,  easily  and  (Honomically.  Because  it's 
actually  several  machines  in  one.  it's  an  advanced 
word  [)rocessor.  Its  a  sell-correcting  typewriter  that 
lunctions  as  a  superior  lett<M-(juality  printer;  And 
its  also  a  fufl-function  personal  computer.  Every- 
thing is  in  one  place — right  at  vour  fingertips.  You 
can  switch  Irom  word  processing  to  typing  and 
back  agai.n  by  pressing  one  key.  It       you  speed 
through  your  daily  tasks,  even  the  most  complex 
forms  and  documents. 

I  ind  out  how  much  more  can  get  done 
with  the  easv-to-learn,  easy-to-use 

IBM  Personal  I  vping  System/2.   ^ 

Available  cxclusivelv  at  your  3  rEf5 

IBM  Authorized  I ypewriter  Dealer.  ~~~  ~  ~~~ ^ 
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To  arrange  for  a  demonstration, call  1  800  lBM-7257  ext.  153,or  your  IBM  Authorized  Typewriter  Dealer'T 

®IBM  is  a  trademark  <>(  Inlernalional  Business  Machines  C,or|K>rati<>n. 
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EDITED  BY  JOHN  PEARSON 


^ERESTROIKA'S  NEXT  DOMINO 
UST  MIGHT  BE  CZECHOSIOYAKIA 


l^ft  ■hen  police  charged  into  protesters  on  Aug.  21  in 
I^Av  Prague's  Wenceslas  Square  and  hauled  370  off  to 

W^m  jail,  the  message  seemed  clear:  No  glasnost  and  no 
restroika  in  Czechoslovakia.  Wedged  between  Poland's  po- 
cal  and  economic  ferment  on  one  side  and  Hungary's  on  the 
ler,  Communist  Party  General  Secretary  Milos  Jakes  has 
ught  to  contain  the  reformist  contagion  by  cracking  down  on 
isidents.  But  behind  the  scenes,  among  academics,  workers, 
d  churchmen,  pressures  for  change  are  building. 
Czechoslovakia,  in  fact,  is  the  next  most  likely  country  to 
n  Mikhail  S.  Gorbachev's  attempt  to  give  Communism  a  new 
ape.  A  petition  for  political  freedom 
d  reform  launcned  in  June  by  play- 
•ight  Vaclav  Havel  has  collected  25,000 
^natures,  a  potent  symptom  of  mount- 
l  dissent.  "The  situation  is  worsen- 
T,"  says  Father  Vaclav  Maly,  a  priest, 
i^e  are  internationally  isolated.  Every- 
e  is  in  favor  of  change." 
EAK  STATISTICS.  As  in  Poland  and 
mgary,  economic  mismanagement  has 
ded  to  Czechs'  bitterness  against  their 
pressive  Communist  regime.  Although 
sre  is  still  food  in  the  shops,  the  coun- 
t's economic  performance  has  plummeted  dangerously.  In 
e  1930s,  Czechoslovakia  was  an  advanced  industrial  power, 
t  now  its  poor-quality  products  are  virtually  unsalable  in  the 
est.  "We  are  at  the  top  of  Europe  only  in  mortality  rate  and 
■  pollution,"  says  Milos  Zeman,  an  economist  at  Prague's 
stitute  for  Rationalization  of  Management  &  Labor. 
To  spur  productivity,  hardline  Communist  leaders  are  tinker- 
f  with  minor  reforms,  from  hard-currency  auctions  to  great- 
autonomy  for  enterprises  in  foreign  trade.  Joint-venture 
les  that  let  foreigners  hold  a  majority  stake  have  spurred 
out  20  ventures  with  Western  partners,  mostly  in  tourism, 
it  such  small  steps  won't  revive  the  economy.  "Private  initia- 
e  is  missing,"  says  Valtr  Komarek,  a  director  of  the  Fore- 
sting Institute  of  the  Czech  Academy  of  Sciences.  He  has 


PRAGUE  IN  AUGUST:  SHADES  OF  1968 


openly  urged  party  leaders  to  shift  over  to  a  market  economy. 

Paradoxically,  the  biggest  obstacle  to  reform  is  the  swift 
erosion  of  the  regime's  legitimacy.  Installed  by  Kremlin  Chief 
Leonid  Brezhnev  following  the  Soviets'  1968  invasion,  the  cur- 
rent leaders  helped  crush  the  Prague  Spring,  Czechoslovakia's 
last  attempt  at  liberalization.  But  the  validity  of  their  rule  has 
been  undercut  by  Gorbachev's  disavowal  of  the  Brezhnev  Doc- 
trine— Moscow's  former  claim  that  it  had  the  right  to  prop  up 
Marxist  regimes.  Now,  if  reforms  begin,  "there  is  a  risk  that 
even  young  party  politicians  will  be  sacrificed,"  a  Czech  econo- 
mist says.  'The  regime's  waning  authority  has  opened  space 
for  opposition  groups  such  as  the  Move- 
ment for  Civil  Liberties,  which  calls  for 
political  pluralism  and  a  market  econo- 
my, and  Obroda,  a  socialist  club  set  up 
by  ex-officials  who  want  more  democra- 
cy in  the  Communist  Party. 
RISING  DEMANDS.  How  to  cope  with  the 
Communist  bloc's  deepening  crisis  will 
be  on  the  agenda  for  another  set  of  ag- 
ing, hardline  hierarchs  in  neighboring 
East  Germany  when  Gorbachev  visits 
East  Berlin  on  Oct.  7.  Ailing  Party  Chief 
Erich  Honecker  faces  both  the  refugee 


rush  to  the  West  and  rising  demands  from  church  leaders  and 
political  opponents  for  Gorbachev-style  reforms.  But  like  the 
Czechs,  East  German  leaders  see  reform  as  a  threat  to  their 
legitimacy.  In  fact,  adoption  of  market  economics  and  more 
liberal  politics  would  erase  East  Germany's  reason  for  exist- 
ing— its  claim  to  be  a  socialist  alternative  to  West  Germany. 

Without  a  sharp  nudge  from  Gorbachev,  however,  Jakes  and 
Honecker  are  unlikely  to  ease  their  repression  soon.  Signals  of 
real  change  may  have  to  await  party  congresses  scheduled  for 
next  spring  in  both  countries.  But  with  Gorbachev  in  the 
Kremlin  and  liberalizing  governments  in  Poland  and  Hungary, 
the  Czechs  may  get  a  second  chance  at  reform — and  set  an 
example  for  East  Germans  as  well. 

By  Gail  Schares  in  Prague 


.OBAL  WRAPUPI 


fESTERN  EUROPE 


ro  ease  environmental  damage,  Aus- 
tria is  curbing  heavy  European 
ommunity  truck  traffic  through  its 
.Ipine  mountain-pass  bottlenecks.  But 
le  action  risks  an  EC  backlash  against 
s  bid  to  join  the  12-nation  bloc. 
Starting  on  Dec.  1,  Vienna  will  halt 
iternational  truck  movements  from  10 
m.  to  5  a.m.  and  ban  noisy  trucks 
itright.  The  aim  is  to  force  more  of 
le  4,000  trucks  that  haul  freight  be- 
veen  Northern  Europe  and  Italy  ev- 
j  day  to  cross  the  Alps  by  piggyback 
1  railcars.  But  a  new  tunnel  to  expand 
lil  capacity  won't  be  ready  until  1993. 
.eantime,  trucks  are  likely  to  stack  up 


for  miles  at  Austrian  border  crossings. 

Vienna  was  forced  to  act  by  villag- 
ers' outcries  against  24-hour  noise, 
traffic  hazards,  and  air  pollution  in 
narrow  Tyrolean  valleys.  But  Italian 
truckers  protested  by  halting  traffic  at 
the  Italian  border  for  eight  days  in 
September.  Now,  trucking  groups  in 
Italy,  West  Germany,  and  Holland  say 
they  will  lobby  against  Austria's  bid 
for  EC  membership  unless  it  eases  the 
truck  curbs. 

SOVIET  UNION  

Iewly  strengthened  "Soviet 
Greens"  are  battling  plans  by 
Combustion  Engineering  Inc.  and  Ja- 
pan's Mitsubishi  Corp.  to  build  huge 


joint-venture  petrochemical  plants  in 
Siberia.  Led  by  a  Soviet  branch  of 
Greenpeace  International,  activists  say 
the  complexes  would  further  damage 
the  ecology  of  the  Tyumen  region,  al- 
ready polluted  by  pipeline  fires.  Green- 
peace's Chairman  is  Alexey  V.  Yablo- 
kov,  who  is  also  vice-chairman  of  the 
Supreme  Soviet's  committee  on  ecolo- 
gy. The  six-month-old  Greenpeace  in 
Moscow  is  giving  environmental 
groups  a  national  voice  for  the  first 
time.  Yablokov  warns  that  hard-curren- 
cy earnings  from  the  chemical  plants 
may  not  justify  their  cost,  estimated  at 
up  to  $80  billion.  And  he  openly  criti- 
cizes Mikhail  S.  Gorbachev  for  paying 
"lip  service"  to  ecology. 


:national  outlook 
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Codex  offers  network  solutions  other  vendors  cant. 


It's  not  unusual  for  our  customers  to  be  pleasantly  surprised. 
Because  at  Codex  we  often  suggest  network  solutions  other 
vendors  don't. 

We  can  do  this  because  we  aren't  limited  to  any  one  networking 
technolc^.  So  we're  free  to  recommend  the  best  solutions  based  on 
your  business,  applications  and  bandwidth  requirements. 

WE'VE  got  more  experience,  with  more  technologies. 

No  matter  what  your  applications  call  for,  we  have  the  right  mix 
of  products  and  services.  Including  Tl,  X.25,  stat  muxes  and  other 
analog  and  digital  transmission  devices.  Plus  network  management 
systems  that  actually  predict  and  help  solve  problems,  instead  of  just 
reacting  to  them. 

Along  with  customized  solutions,  you  benefit  from  our  27  years 
of  networking  leadership,  innovation  and  unsurpassed  reliability.  In  the 
U.S.  and  44  countries  worldwide. 

So  the  next  time  you  have  a  problem  or  a  networking  question, 
give  us  a  call  at  1-800-426-1212  ext.  7231. 

And  we'll  examine  the  possibilities  like  nobody  else  can. 


THE 

NETWORKING 
EDGE 


MOTOROLA 


Enter  the  New  Wjrld 
of  Employee  Benefits 


i 
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In  our  Special  Advertising  Section 
November  27,  1989. 

Of  all  the  assets  an 
organization  has,  its  people 
are  the  most  important.  And  the 
most  expensive.  In  a  nation 
which  has  a  population  explosion 
of  retirees,  changing  tax  laws 
and  burgeoning  health-care 
expenditures,  companies  are 
right  to  wonder  what's  next. 
And  what  to  do  about  it. 

"Employee  Benefits:  A  New 
World"  will  examine  all  the  major 
categoi  les  of  benefits,  including 
health  care,  life  insurance, 
retiree  benefits,  profit  sharing 

Businessweek 

THERE  IS  NO  SECOND  PLACE. 

'  Source  Purchase  Influence  in  American  Business 


plans  and  401(k)s,  and  how 
companies  are  adapting  their 
benefits  programs  to  this 
changing  environment. 

Consider  the  benefits  of 
advertising  in  our  Employee 
Benefits  section;  You'll  reach 
more  decision-making  top 
management  who  purchase 
employee  benefits  than  in 
any  other  business  magazine*. 

And  you'll  be  an  automatic 
sponsor  of  Business  Week's 
Symposium  on  Employee 


Benefits,  scheduled  for 
February  1990,  in  New  York. 

Whatever  you  do,  don't 
pass  up  this  opportunity  to 
advertise  in  Business  Week's 
timely  special  section  on 
Employee  Benefits . 
For  more  information,  please 
contact: 

Paul  Halas,  Project  Director 
212-512-3676 


Closing  Date:  October  16, 1989 
Issue  Date:  November  27, 1989 
Page  Rate:  $55,620  4/C 
$36,600  B/W 
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MYERS I 


i  lion  of  the  texas  bar 
;narls  at  kkr  and  drexel 


;ephen  Susman  tries  to  rope  them  into  a  huge  asbestos  case 


rhe  state  courthouse  in  Beaumont, 
Tex.,  isn't  normally  a  hotbed  of  ex- 
citement. But  on  Sept.  14,  attor- 
ys  gathered  from  all  around  to  watch 
lat  promised  to  be  a  dramatic  show- 
wn — Houston  lawyer  Stephen  D.  Sus- 
in  in  a  pretrial  hearing  vs.  Wall  Street 
ans  Henry  R.  Kravis  and  George  Rob- 
ts,  the  principals 
Kohlberg  Kravis 
iberts  &  Co. 
Susman  didn't  dis- 
point.  For  more 
in  two  hours,  he 
illed  the  leveraged 
yout  kings  on  thv 
38  takeover  of  Jim 
alter  Corp.,  a  $2.4 
lion  LBO  that  di 
:ted  assets  into  a 
;zying  maze  of  28 
w  companies.  Sus- 
in's  contention: 
le  deal  was  a  trans- 
rent  attempt  to 
ortchange  people 
lose  health  was 
maged  by  asbes- 
s-containing  prod- 
ts  from  a  Jim  Wal- 
f  subsidiary.  Says 
wyer  Charles  S. 
3gal,  who  is  also 
presenting  asbes- 
5  victims:  "He  cut 
rough  an  incredibly 
mplex  case,  and  he 
mt  right  for  the 
?ular." 

Susman  is  an  old 
nd  at  dealing  with 
g  names  on  the 
and — and  at  per- 
ming before  audi- 
oes. Since  winning 
major  antitrust 
36  in  1980,  the  so- 
ilite  lawyer  has  rid- 
n  a  wave  of  publicity  to  emerge  as  one 
Texas'  best-known  litigators.  Lately, 
has  gained  even  wider  fame  by  repre- 
nting  the  likes  of  Nelson  and  Herbert 
int  and  former  House  Speaker  Jim 
right,  under  fire  this  spring  for  al- 
?ed  abuse  of  his  office  (table). 


Now,  Susman,  48,  is  gunning  for  his 
biggest  game  yet.  He's  representing  a 
small  group  of  asbestos  victims  who 
have  brought  a  $3  billion  suit  against 
Jim  Walter,  kkr,  and  Drexel  Burnham 
Lambert  Inc.  He  plans  to  broaden  the 
suit  to  include  80,000  other  claimants. 
The  defendants,  who  deny  that  the  LBO 


SUSMAN'S  MOST  CELEBRATED  CASES 

CORRUGATED  BOX  CUSTOMERS  VS.  BOX  MANUFACTURERS  In  1980,  customers  charged 
box  makers  with  price-fixing.  Result:  Defendants  agreed  to  pay  $550  million 

NELSON  AND  HERBERT  HUNT  VS.  22  BANKS  Brothers  demanded  $13  bOlion  from 
banks,  which  refused  to  refinance  loans  for  two  Hunt  oil-field  businesses. 
Result:  Case  dropped  as  part  of  agreement  letting  Hunts  emerge  from  Chapter  11 
bankruptcy  reorganization  in  1988 

GHR  VS.  EL  PASO  NATURAL  GAS  Oil  and  gas  company  GHR  sued  the  pipeline  compa- 
ny in  a  1988  contract  dispute.  Result:  GHR  won  $536  million  judgment 

JIM  WRIGHT  Susman  represented  the  former  House  Speaker  during  1988  Congres- 
sional ethics  investigation.  Result:  Wright  resigned  from  Congress 


was  structured  to  shield  Tampa  (Fla.)- 
based  Jim  Walter  from  lawsuits,  tried  to 
have  the  trial  moved  out  of  Texas.  But 
on  Sept.  25,  a  state  judge  ruled  that  the 
trial  will  remain  in  Beaumont. 

The  case  could  have  repercussions 
throughout  Corporate  America.  If  Sus- 


man wins,  it  would  suggest  that  virtual- 
ly any  company  that  reorganizes  under  a 
cloud  of  legal  claims  could  later  be  held 
responsible.  But  a  Susman  victory  is 
hardly  guaranteed.  Led  by  the  presti- 
gious New  York  firm  of  Simpson, 
Thacher  &  Bartlett,  the  defense  intends 
to  show  that  Jim  Walter's  asbestos-mak- 
ing Celotex  Corp.  unit  operated  indepen- 
dently of  the  parent  company.  There- 
fore, they  will  argue,  the  plaintiffs  have 
no  claim  on  Jim  Walter's  other  assets. 

Susman  thinks  it  will  be  easy  to  prove 
otherwise.  For  one  thing,  he  notes,  Jim 
Walter's  in-house  legal  staff  has  handled 
all  of  Celotex'  legal  claims.  And  Susman 
says  he  can  prove  that  Jim  Walter  man- 
agement made  many  important  decisions 
at  Celotex.  "Once  we  demonstrate  that 
Celotex  and  Jim  Walter  were  one  and 
the  same,  we're  home 
free,"  he  says. 
GREED?  Getting  the 
trial  in  Beaumont — 
an  industrial  area 
that's  home  to  many 
asbestos  victims — 
may  help.  Susman 
hopes  to  win  added 
sympathy  for  his  cli- 
ents by  painting  kkr 
and  Drexel  as  the 
embodiment  of  Wall 
Street  greed — an  im- 
age that  may  not  win 
them  many  friends 
there.  At  the  Sept. 
14  hearing,  Susman 
hammered  home  the 
point  that  KKR  made 
a  sevenfold  return  on 
its  $5  million  stake  in 
the  Jim  Walter  LBO. 
After  repeated  ques- 
tioning, Kravis  con- 
ceded: "It's  a  pretty 
fair  return." 

Susman  himself 
takes  home  a  decent 
piece  of  change. 
When  asked  by  the 
Hunts  to  pick  up  a 
suit  for  $13  billion 
against  their  banks 
in  1987,  he  demanded 
a  $1  million  retainer 
fee  and  $600  an  hour 
— three  times  what 
the  bank  attorneys 
made.  He  won't  say 
what  he's  making  on  the  asbestos  case. 

The  money  affords  Susman  a  comfort- 
able lifestyle,  to  say  the  least.  He  and 
his  wife,  Karen,  also  an  attorney,  live  in 
a  lavish,  art-filled  home  in  Houston's 
pricey  River  Oaks  neighborhood.  Fix- 
tures on  the  black-tie  circuit,  they  also 
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(^uick.  Name  the  copier  that  produces  60  clean,  clear  copies  per  minute. 
Th  one  that  lets  you  copy  both  sides  of  an  orifjjinal  without  slowing  dow  n. 

The  one  that  allow  s  you  to  store  copy  quantity,  sorting  commands  and 
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photo-mode  settings  to  use  again  and  again  at  the  touch  of  a  button. 

We  call  it  the  BD-923().  But  you  can  think  of  it  as  the  fastest  solution  to  all 
your  copier  needs.  Call  1-80()-GO-TOSHIBA. 

In  Touch  with  Tomorrow 

TOSHIBA 

Copier  Systems 


like  to  throw  big  parties  of  their  own — 
often  rather  odd  ones.  At  one  birthday 
party,  Susman  boarded  250  puzzled 
guests  on  several  school  buses.  Then  he 
drove  them  through  a  dilapidated  neigh- 
borhood to  the  Houston  Coliseum,  where 
they  wound  up  at  a  wrestling  match. 
Says  Hugh  Ray,  another  attorney:  "He 
even  invited  the  wrestlers  over  later." 

In  Houston,  the  name  Susman  is  prac- 
tically synonymous  with  law.  His  father, 
who  died  when  Susman  was  8,  was  a 
lawyer.  So  was  his  mother.  Susman 
graduated  with  honors  at  Yale  and  the 
University  of  Texas  law  school.  He 
clerked  for  U.  S.  Supreme  Court  Justice 
Hugo  Black,  then  returned  home  in  1967 
to  join  Fulbright  &  Jaworski,  a  promi- 
nent Houston  firm.  Susman  says  bore- 
dom set  in,  so  he  left  for  a  brief  teaching 
stint  at  UT.  Next,  he  joined  a  small 
Houston  firm  and  practiced  antitrust 
law.  In  1980,  he  sued  40  corrugated-box 
makers  for  price-fixing,  ultimately  win- 
ning a  $550  million  settlement  in  a  class 
action — and  $7  million  for  his  litigation 
group.  Bolstered  by  his  success,  he  took 
eight  lawyers  and  formed  his  own  firm, 
now  known  as  Susman  Godfrey. 
FEW  COMPLIMENTS.  Although  he  comes 
across  in  court  as  supremely  calm,  Sus- 
man moves  through  life  at  a  frantic 
pace — and  hops  when  clients  call.  When 
Northrop  Corp.  needed  help  in  settling  a 
contract  dispute  with  McDonnell  Doug- 
las Corp.  in  1984,  Susman  and  three 
team  members  moved  to  California  for  a 
year,  flying  back  to  Houston  on  week- 
ends. Around  the  office,  employees  say, 
he  offers  few  compliments  or  pats  on 
the  back  but  makes  up  for  it  by  giving 
them  unusually  free  rein  and  rich  com- 
pensation. Most  of  his  lawyers  are  under 
35,  yet  some  are  hauling  in  $800,000,  and 
they  can  become  partners  in  only  three 
or  four  years.  It's  a  competitively 
charged  atmosphere.  Says  Thomas  M. 
Susman,  his  brother  and  a  Washington 
attorney:  "You  eat  what  you  kill,  so  peo- 
ple work  their  brains  out." 

It  may  take  that  kind  of  effort  to  win 
the  Jim  Walter  case.  In  a  similar  case 
last  year,  a  U.  S.  District  Court  judge 
found  that  Raytech  Corp.  had  shifted 
assets  away  from  its  Raymark  unit  with 
the  intent  of  shielding  the  parent  from 
asbestos  claims.  But  Raytech  manage- 
ment was  identical  to  Raymark's,  while 
Jim  WaltxT  and  Celotex  had  different 
managers.  Susman  must  "pierce  the  cor- 
porate veil"  between  the  two,  he  says. 
Watching  from  the  sideline,  his  cohorts 
bet  he  can  do  it.  Says  Fred  M.  Baron,  a 
prominent  attorney  for  asbestos  victims: 
"This  is  going  to  be  a  nightmare  for  the 
defendants."  Not  to  mention  good  court- 
room drama  for  the  folks  in  Beaumont. 

By  Mark  Ivey  in  Houston 


SCIONS 


TWO  GUYS  SITTING  AROUND 
WITH  $100  MILLION 


A  feud  with  Uncle  Ivan  Boesky  paid  off  for  the  Slatkin  boys 


TOM  AND  ED:  "THEY  CAN  SELL  FAST  AND  NOT  FALL  IN  LOVE  WITH  WHAT  THEY'VE  GOT" 


Theirs  is  hardly  a  rags-to-riches  sto- 
ry. Edward  and  Thomas  Slatkin, 
grandsons  of  former  Beverly  Hills 
Hotel  owner  Ben  Silberstein,  grew  up  in 
a  world  of  high  finance  and  casual 
name-dropping.  As  children,  they  played 
with  "Aunt  Kate"  Hepburn  and  her  dog 
Lobo.  Johnny  Carson  showed  them  card 
tricks  by  the  pool.  But  they're  older 
now,  and  the  brothers  are  trying  to  pave 
their  own  golden  road. 

Luckily  for  them,  they're  already  sit- 
ting on  $100  million.  They  got  much  of 
the  money  three  years  ago,  when  a  fam- 
ily feud  involving  Uncle  Ivan  F.  Boesky 
forced  the  sale  of  the  Beverly  Hills  Ho- 
tel. Another  chunk  comes  from  the  Dana 
Point  Resort,  a  350-room  hotel  on  Cali- 
fornia's ritzy  Orange  County  coast.  The 
brothers  sold  Dana  Point  in  July,  after 
owning  it  for  just  17  months.  They  still 
own  four  other  hotels,  and  now  they're 
negotiating  to  develop  a  $300  million 
Southern  California  resort.  But  Ed,  34, 


and  Tom,  32,  won't  be  content  with 
tels  alone.  Through  their  Edward  Thoj 
as  Cos.,  they've  already  looked  at  an 
cream  company  and  a  toy  rocket  bi 
ness,  among  others.  "We've  been  seeij 
a  lot  of  stuff,"  says  Tom. 
FRENCH  CHEF.  Wallets  stuffed  with 
heritances  often  spell  trouble,  but 
Slatkins  have  proved  they  have  soi 
business  sense.  When  they  bought 
newly  built  Dana  Point  from  Southm; 
Corp.  for  $65  million,  they  dropped 
image  as  a  no-nonsense  hotel  for  bi 
ness  travelers  and  courted  a  more 
scale  crowd.  The  brothers  poured  $1  nl 
lion  into  landscaping  and  improvemenl 
hired  a  top  French  chef,  and  stepped 
advertising.  They  also  doubled  roij 
prices,  some  to  over  $200  a  night.  A  y(| 
after  opening,  occupancy  topped  7' 
Five  months  later  they  sold  the  hotel] 
Tokyo  Masuiwaya  California  Corp. 
$105  million.  Says  Saul  Leonard  of  cl 
suiting  firm  Laventhol  &  HorwaE 
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Find  your 

hottest  prospects 
before  your 

morning  coffee 
gets  cold. 

Presenting  Dun's  Direct  Access. 

Now  there's  a  fast,  easy  way  to  get  the  names, 

phone  numbers  and  sales  info  of  your  hottest 
prospects.  It's  Dun's  Direct  Access  from  Dun's 
Marketmg  Services. 

Dun's  Direct  Access  is  a  PC-based  service  that 
lets  you  define  the  industries  and  locations  you 
want  nght  down  to  the  city,  state  and  zip  code  - 
even  telephone  exchange.  Then  Dun's  Direct 
Access  draws  from  Dun's  extensive  database  to 
give  you  only  those  names  you  need 

So  find  your  hottest  prospects  before  your 
morning  coffee  cools  down.  Call  Dun's  and  ask 
about  Dun  s  Du-ect  Access  today.  It's  available 

^ '  Subscription  rate  of 

>4y.y5.  And  if  you  purchase  by  November  30 
you  U  get  your  first  25  prospects  free 
For  more  information,  caU  I  800  654-7834 

bdow        ^^^"^^^ '""""P^"'"  '°"P«" 
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□  I  want  to  know  how  I  can  I 
find  my  best  prospects 
-  and  get  the  first  25  ft-ee. 

Please  send  me  more  information  on  Dun's 
I    Direct  Access. 


Name 
Title 


Company  Name 
Address 


City  sSS  zTp  ■ 

(  )  

lelephone  No.  '  — 

^turn  to:  WiJliam  E.  Smith,  Vice  President, 
Dun  s  Direct  Access,  Dun's  Marketing  Services 
i  bylvan  Way,  Parsippany,  NJ  07054-3896 

Dun's  Marketing  Services 


Our  one  millbn-pixel  display 
enables  engineers  to  redefine 
automotive  excellence. 


On 


Its  screen  is  21  feet  wide.  And  with  one  million 
pixels,  resolution  and  brightness  are  at  levels  never 
before  attained. 

But  high-defimtion  rear-projection  displays 
represL  it  more  than  a  quantum  leap  in  picmre 
quality,  tor  the  applications  of  this  technology  are 
vast  and  varied. 

These  projectors  are  finding  a  place  in  automo- 
tive engineering.  In  computer  training.  In  telecon- 


ferencing. In  traffic  control.  In  power  stanons.  *i 
CAD/CAM  systems.  In  medical  diagnosis  systa, 

And  Hitachi  is  at  the  forefront  of  this  comiiui. 
cation  revolution.  Building  displays  of  every  sje, 
Every  shape.  Meeting  every  need. 

This,  of  course,  should  come  as  no  surpn^^^i 
Because  Hitachi  isn't  just  an  electronics  compm> 
Or  a  computer  company.  Or  a  household  app?i|-^ 
company. 


®  1989  HiLichi,  Ltd  All  rights  reserved 


Picture  simulated 


Our  115,200-pixel,  5"  liquid  crysta'. 
color  TV  is  a  clear  standout,  too. 


bome  of  our  biggest  ideas  are  incredibly  small. 


'e're  a  US$48  billion  international  corpora- 
3ur  20,000  products  include  telecommunica- 
^quipment.  Construction  machinery.  Rail 
ortadon.  Everything  from  vacuum  cleaners 
ver  plants. 

eluding  consumer  electronics.  Such  as  you 
re  in  our  115,200-pixel,  5"  liquid  crystal 
:elevision.  It's  super  clear.  And  it,  too,  is 
■d  with  the  technological  excellence  found  in 


every  Hitachi  product.  No  matter  how  big.  Or  small. 
And  that's  the  bottom  line. 

♦US$48. 496  million,  net  sales  for  the  year  ending  March  31,  1989  US$1  =¥132 


0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japar 


What  number  does  The  Hartford 
call  for  application  development 
productivity  insurance? 


1-800-345-DBMS. 


DaveAnnis 


Two  \'ears  ago.  The  Hanford's 
Group  Life  &  Health  Insurance 
Operation  decided  to  modernize 
39  company-critical  information 
systems.  They  selected  Oracle  Cor- 
poration. "VCTiy? 

Because  Oracle  promised  tools 
that  would  enable  them  to  quickly 
develop  applications  with  customiza- 
ble user  interfaces,  non-procedurall\-. 

Because  Oracle  promised  to 
become  the  world  s  largest  relational 
DBMS  company 

Because  Oracle  set  out  to  be  the 
number  one  software  company  in 
customer  satisfaction. 

Oracle  delivered  it  all.  And  todav 


"ORACLE"  tools  increased 
our  productivity 
300%  over  other  application 
development  tools." 

Jim  Bosco,  Project  Manager 
The  Hanford  Insurance  Group 


•With  SQL*Forms^ and 
ORACLE,  we've  developed  over 
one-thousand  interactive 
screens,  without  writing  a 
single  line  of  procedural 
language  code." 

Dave .\nnis.  Assistant  VP 
The  Hanford  Insurance  Group 


Coovr(g'--t  ©  1989  by  Oracle  Corp 
ORAC;.E  anc  SQL-Ferns  are  feg  sTered 
:raaemar*s  ai  Grade  Corporaion 
Other  companies  mentioned  own  numerous 
tea  siered 'rader'ar^s  trba 


COMPATIBILITY  •  PORTABILITY  •  CONNECTABILITY 

Call  1-800-345-DBMS,  ext.  8350  today. 


over  50,000  customers  have  used 
Oracle  tools  to  build  powerful,  world- 
class  applications.  Applications  that 
mn  on  everything  from  an  IBM  PC 
to  a  Sun  workstation  to  a  DEC  \'.AX 
to  an  IBM  mainframe. 

Get  )Our  own 
productivity  insurance 

Reser\-e  a  seat  in  the  next  free 
Oracle  data  management  conference 
in  your  area.  Find  out  how  Oracle's 
CASE  and  application  tools  can 
instantly  improve  your  company's 
productivity.  To  insure  yourself  a 
resen'ation,  call  toda\-.  Conference 
seating  is  limited. 


20  Davis  Dim  Beimonl,  CA  94002  •  Wort)  Heaoquarlers 
(415)  59fr800C  •  ORACli  CanaiJa  (800)  3874407  (exceH 
Oueeecl  •  Quetiec  1514)  337  0755  •  ORACLE  Systems 
kjSfiii  61  2  959^5080  ■  ORACIi  EuroiK44  1  948^6911  • 
ORACLE  Systems  Hong  Kong  852  5  266846 


First  Second  Third  Fourth 

Anniversary.  Anniversary.  Anniversary.  Anniversary. 


Certainly  she  likes  your  annual 
gift  of  a  nightgown. 
But  she'd  have  to  be  Rip  Van  Winkle 
to  use  all  of  them. 


This  year,  tell  her  you'd  marry  her  all  over  again. 
The  Diamond  Anniversary  Band. 


A  diamond  is  forever. 

Suggested  retail  price  for  rings  S2.500-S6.000. 
For  more  information,  call  800  777-8220. 

mSI :  BEST  PROM  CTSf  and  MST  Jcwclrr*  ara  n^um4  ^ 
■cnric*  mtika    Bm  Pw  «yn»  Co..  lac.,  a  \A  Cmp. 
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rhey've  shown  they  can  sell  fast  and 
Dt  fall  in  love  with  what  they've  got." 
The  pair  is  unusually  tightly  knit.  De- 
jite  Tom's  marriage  in  1985,  the  broth- 
rs  often  spend  weekends  together, 
hey  both  drive  Mercedes-Benz  30OEs, 
id  at  the  office  they  face  each  other  at 
single  glass-topped  desk.  "We  comple- 
lent  each  other  perfectly,"  says  Tom. 
d  cultivates  a  more  dapper  image, 
lough,  with  Italian  suits  and  paisley 
es.  .Although  he  has  a  business  degree 
•cm  Boston  University,  he  focuses  on 
isks  that  require  creative  flair.  Tom, 
ho  studied  political  science  at  Cornell 
Diversity,  is  the  investment  banker- 
rpe  of  the  pair:  His  conversations  are 
^ppered  with  financial  buzzwords. 
They  take  equal  credit  for  their  ac- 
)rnplishments — sometimes  with  a  good 
leasure  of  exaggeration.  After  the  sale 
f  Dana  Point,  the  boys  congratulated 
lemselves  with  ads  in  the  Los  Angeles 
imes  and  Tlie  Wall  Street  Joui~nal. 
rhe  first  SlOO  million  is  the  hardest," 
reclaimed  their  ad,  which  pictured  a 
rinning  Ed  and  Tom.  "Now,  we're  look- 
ig  for  first-class  hotels."  The  ad  failed 
)  note  that  they  hadn't  exactly  earned 
100  million.  The  hotel  sold  for  $105  mil- 
m,  but  after  paying  off  bank  loans  the 
latkins  had  a  profit  of  840  million. 
OCKER  MANQUE.  Neither  planned  to  join 
le  hotel  trade.  Ed  wanted  to  be  a  rock 
2X.  Tom  flirted  with  becoming  a  veteri- 
arian.  When  neither  effort  got  any- 
here,  they  signed  on  at  the  family  com- 
iny.  In  1982,  with  help  from  their 
ither,  Burt,  they  left  to  buy  their  first 
3tel:  the  Stardust  Motor  Lodge  in  Ida- 
3  Falls,  Idaho,  for  .$2  million. 
Their  big  break  came  in  1986,  when  a 
imily  struggle  pitted  the  Slatkins'  par- 
its  against  the  boys'  Aunt  Seema  and 
ncle  Ivan.  After  Grandfather  Ben  died 
;  1979,  each  side  of  the  family  sought  to 
jy  the  other's  stake  in  the  Beverly 
ills  Hotel.  Then  the  Slatkin  family  filed 
lit,  alleging  Boesky  had  taken  up  to 
13  million  from  hotel  profits  to  buy 
»ck  and  make  charitable  donations, 
he  suit  was  dropped  after  Marvin  Da- 
s  bought  the  hotel  for  §135  million. 
The  Slatkin  boys  have  come  out  smil- 
g,  though.  The  families'  Vagabond  Mo- 
<r  Inns  were  also  sold — for  $70  mil- 
m — and  Ed  and  Tom  ended  up  with  a 
ital  of  $37  million.  That,  plus  $40  mil- 
3n  from  the  sale  of  Dana  Point  and  $20 
illion  more  from  other  investments,  is 
Jming  a  hole  in  their  Armani  pants 
Jckets.  They  may  diversify,  but  luxury 
3tels  are  what  they  know  best.  Besides, 
ley're  fun.  Shortly  before  Ed  and  Tom 
3ught  Dana  Point,  they  assembled  the 
zii  of  400  for  a  talk.  Ed  remembers  it 
mdly:  "It  was  just  like  Dynasty." 
By  Eric  Schine  in  Beverly  Hills,  Calif. 


it  s  up-to-thc-minute  business  news.  Online  and  in  time 
for  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  for  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  DIALOG,  DRI,Tclemct 
or  direct  to  vour  mainframe.  For  a  FREE  brochure  call 
us  toll-free  at  1-800-426-0647.  And  get  the  news. 


'From  Database  Magazine 


1989  McGraw-Hill,  Inc 


BUSINESS  WEEK/OCTOBER  9.  1989  81 


overnment 


laKe  , 
caieoi 

busi- 
ness. 


□ 
□ 

□ 


I'm  movinf;.  please  change  m>  .idilres 
js  inditjied  bckiw 


Please  cMend  rin  Business  Vieek  suh- 
senplion  liir  one  year  al  $39.95  (In 
Canada.       54  95) 

I'd  like  111  heeonie  j  suhsenher  lor 
one  year  151  issuesi  at  $39.95 
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I  please  prinl  i 
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I  I  Cheek  enclosed  Q  Bill  nie  laler. 
To  lake  care  nl  an\  nlher  husiness,  call 

1-800-635-1200 


Alln  your  present 
Business  Week 
mailing  label 
here 


Mall  entire  ad  to 
Business  Week 
P.O  Box  421 
Hi)>hls(own, 
NJ  0K520 


SUBSCRIBER  SERVICE 


WATCHDOGS  I 


A  SHORTER  LEASH  FOR 
THE  INSPECTORS  GENERAL? 


I 


The  Justice  Dept.  wants  to  clap  limits  on  their  jurisdictions 


Inspector  General.  The  title 
is  grandiose,  conjuring  up 
comic-opera  visions  of 
strutting  officials  in  braid-be- 
decked uniforms.  But  few  in 
Washington  find  the  federal 
government's  two  dozen  in- 
spectors general  amusing.  In 
recent  months,  iGs,  who  are 
in-house  investigators  at  ma- 
jor agencies,  have  unearthed 
a  lot  of  political  embarrass- 
ments— from  the  fiasco  at  the 
Housing  &  Urban  Develop- 
ment Dept.  to  the  Food  & 
Drug  Administration's  gener- 
ic-drug scandal. 

If  the  Justice  Dept.  has  its 
way,  the  inspectors  won't  be 
able  to  bring  quite  so  many 
troubles  to  light  in  the  future. 
Justice's  Office  of  Legal 
Counsel  has  issued  a  ruling 
that  would  limit  inspectors' 
probes  to  cases  involving  fed- 
eral employees  or  recipients 
of  federal  money — and  bar 
them  from  conducting  inqui- 
ries into  whether  agencies  are 
enforcing  their  regulations 
properly.  This  means  that  I(;s 
can't  look  at  whether  private 
companies  that  receive  no  federal  funds 
are  breaking  the  law.  Justice  says  the 
broader  probes  still  would  be  carried  out 
by  others.  But  defenders  of  the  inspec- 
tor general  corps  say  the  new  curbs 
could  abort  hundreds  of  pending  inqui- 
ries into  wrongdoing.  "I  think  all  the  I(;s 
should  ignore  it,"  fumes  Richard  P.  Kus- 
serow,  the  Health  &  Human  Services 
inspect(H'  general. 

WRIST  SLAPS.  This  might  seem  like  an- 
other interminable  Washington  turf  bat- 
tle. But  business  has  a  large  stake  in  the 
outcome  of  this  conflict.  As  a  result  of 
the  Justice  opinion,  IGs  claim,  scores  of 
companies  may  wind  up  facing  adminis- 
trative slaps  on  the  wrist  rather  than  the 
prospect  of  criminal  sanctions.  The  rea- 
son: A  lot  of  ca.ses  wouldn't  get  pursued 
because  the  Federal  Bureau  of  Investi- 
gation simply  doesn't  have  sufficient  re- 
sources. Even  Oliver  "Buck"  Revell,  the 
FBI's  deputy  director  of  investigations, 


concedes  that  "many  of  these  cases  a 
better  done  by  specialists  in  their  ow  >! 
departments." 

While  limits  on  the  inspectors  m^ 
make  some  companies  gleeful,  othe 
worry  that  there  might  be  no  one  to  st( 
wayward  competitors  from  getting  oi 
of  line.  Ask  Mylan  Laboratories  In', 
whose  rivals'  payoffs  at  the  FDA  perm 
ted  them  to  market  new  generic  dru 
while  Mylan's  applications  languish' 
HHS  Inspector  General  Kusserow,  acti 
on  a  tip  from  Mylan,  headed  an  inves' 
gation  that  has  resulted  in  eight  guil 
pleas  by  corporate  and  agency  officijs 
involved  in  the  bribery  scheme.  The  Ji- 
tice  opinion,  however,  almost  aborts 
Kusserow's  probe,  which  continued  orr 
after  intervention  by  HHS  Secretary  Lc» 
is  W.  Sullivan.  ; 

The  inspector  general  corps  was  cre:r 
ed  a  decade  ago  as  part  of  a  wave  f 
post- Watergate  reforms.  The  bulk  of  tp 
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GOVERNS 


6 


You  can  hurt  a  Volvo, 
but  you  can't  hurt  it  much. 


1961 


1974 


Astep  beyond 
in  safety 


1985 


The  executHMi  b  different, 
iNit  the  concept 
b  boskoHy  the  same. 


19G9 


IT  TAKES  A  LOT  OF  DUMMIES 
TOMAKEACAR 
FOR  PEOPLE  WHO  THINK. 


1975 


MMIACCDENT.COUU) 
VOU  SURVIVE  YOUR  CAR? 


I98E 


ARE  YOU  IN  THE  MARKET 
FOR  A  HARDTOP? 


THE  CTRENCTH  OFA  Vn.VO 
B  ONLY  ONE  OF  m  STROWj  POINTS. 


1976 


OUR  NEWEST 
SECURITY  BLANKET 

COMES  IN  THE 
FORM  OF  A  PILLOW. 


1987 


rr  SHOULDN'T  TAKE 
AN  ACT  OF  CONGRESS 
TO  MAKE  CARS  SAFE. 


1973 


AWAGON  BUIU  TO  CARRY  CARGO 
MORE  PRECIOUS  THAN  GROOERES. 


1977 


BUY  NOW. 
SAVE 
LATER. 


1989 


UNUKE  OTHER  CARS,  VOiWS  RECORD  ON 
SAFETY  IS  WELL  DOCUMENTED. 


More  than  three  decades  ago,  Volvo  introduced  a 
concept  virtually  unheard  of  in  the  American  automotive 
industry.  Safety. 

And  year  after  year,  regardless  of  trends,  Volvo  has 
continued  to  build  cars  that  people  feel  secure  driving. 


Recently,  other  manufacturers  have  begun  to  discuss 
safety  when  selling  their  cars.  But  who  are  you  going  to 
trust?  A  car  company  that's  just 
started  to  promote  safety,  or  the  'VOU\/'0 

one  that's  defined  it  for  years.    A  car  you  can  believe  in. 


©  1989  I/OLVO  NORTH  AMERICA  CORPORATION      CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS  1-600-221-9136 


Seven  Banks,  one  networi 

This  is  tlie  NlPt 


The  advantage  of  belonging  to  a  group  is  that  each  component  benefits  from  the  different  skills  m. 
strengths  of  the  others.  They  are  separate  entities  and  as  such  meet  the  needs  of  their  particig 
markets  in  their  different  ways.  The  end  result  is  more  flexibility  and  versatility  for  the  group  <; ; 
whole  and  a  wider  range  of  services  for  its  varied  clientele.  The  MPS  Banking  Group  is  such  a  grou.  ■ 
has  continued  to  expand  in  Italy  and  throughout  the  world,  to  renew  and  develop  its  activities  anc|.; 
a  result,  to  achieve  positive  financial  results  year  after  year.  Monte  dei  Paschi  di  Siena,  Bw, 


)r  worldwide  coverage, 
anking  Group. 


ana.Credito  Commerciale,  Credito  Lombardo,  Banco  Valdostano,  Istituto  Nazionale  di  Credito 
il  Lavoro  Italiano  all'Estero,  Italian  International  Bank,  seven  banks  of  different  sizes,  in 
rent  places,  with  different  strategies,  but  equally  committed  to  one  programme,  one  network. 
Banking  Group  has  branches  and  representative  offices  in  New 
London,  Paris,  Frankfurt,  Brussels,  Moscow,  Singapore,  Cairo,  Sao 
0  and,  by  the  end  of  1989,  also  in  Madrid,  Beijing  and  Tokyo. 


MPS 


BANKING  GROUP 


Reading 
worth 
writing 
for. 


n  you're  looking  for 
some  good  reading, 
you've  just  found  it, 
The  free  Consumer 
Information  Catalog. 

The  Catalog  lists 
about  200  federal 
publications,  many  of 
them  free.  They  can 
help  you  eat  right, 
manage  your 
money,  stay  healthy, 
plan  your  child's 
education,  learn 
about  federal  benefits 
and  more. 

So  sharpen  your 
pencil.  Write  for  the 
free  Consumer 
Information  Catalog. 
And  get  reading 
worth  writing  for. 


Consumer  Information  Center 
Department  RW 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication 

and  ttie  Consumer  Information  Center  of  the 

U  S.  General  Services  Administration. 
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overnment 


Ids'  work  involves  mundane  audits  of 
government  programs  to  ferret  out 
waste  and  abuse — functions  that  no  one 
else  in  government  performs  on  a  regu- 
lar basis.  But  the  inspectors  general  are 
hybrid  creatures.  Only  the  President — 
not  agency  heads — has  the  authority  to 
hire  and  fire  them,  which  gives  them 
unusual  independence.  And  the  iGs  send 
their  findings  to  Congress,  which  is  of- 
ten more  supportive  of  them  than  are 
the  agency  heads  who  are  subject  to 
their  investigations.  All  of  this  has  pro- 
duced inevitable  friction  with  the  execu- 
tive branch.  The  inspectors  have  long 
been  treated  "like  the  illegitimate  kids  at 
the  family  picnic,"  says  one  former  in- 
spector general. 

Despite  the  conflicts,  the  IGs  have 
proved  to  be  a  significant  crime-fighting 
force.  According  to  the  Office  of  Man- 
agement &  Budget,  IGs,  aided  by  a  field 


wanted  the  power  to  probe  whether  pri- 
vate-employer funds  were  violating  fed- 
eral pension  rules.  The  Labor  solicitor 
sought  a  ruling  on  the  IG's  authority 
from  Justice,  which  interprets  the  law 
for  the  executive  branch.  Justice  re- 
sponded that  its  reading  of  the  law  holds 
that  Congress  never  intended  IGs  to  in- 
vestigate compliance  with  regulatory 
programs.  Justice  said  the  Labor  IG  had 
no  authority  to  investigate  such  matters 
as  corporate  compliance  with  pension 
regulations  or  worker-aafety  rules.  Says 
William  P.  Barr,  who  heads  Justice's  Of- 
fice of  Legal  Counsel:  "We're  not  trying 
to  clip  their  wings.  The  position  of  the 
Labor  Dept.  IG  was  extreme." 

The  ruling  will  affect  far  more  than 
Labor,  however.  At  the  State  Dept..  for 
example.  Inspector  General  Sherman 
Funk  says  the  ruling  means  that  in  the 
future,  he  won't  be  able  to  investigate 


INSPECTION  TIME 


Since  Congress  passed  the  Inspector  Genera/ 
Act  of 1978,  24  inspectors  general  have 
saved  taxpayers  more  than  $100  billion. 
Some  of  their  major  cases  include: 

DEFENSE  Agents  of  the  Defense  Dept.s  in- 
spector general  in  1987  uncovered  mas- 
sive fraud  at  Sundstrand  Corp.,  which 
eventually  pleaded  guilty  and  paid  more 
than  .$200  million  in  fines 

HHS  Since  June,  an  investigation  of  the  ge- 
neric-drug division  of  the  Food  &  Drug  Ad- 
ministration by  the  inspector  general  of 
Health  &  Human  Services  has  yielded 
three  bribery  convictions  and  cast  a  cloud 
over  the  entire  generic-drug  industry.  Fur- 
ther indictments  are  expected 


HUD  A  report  to  Congress  by  the  Housing 
&  Urban  Development  Dept.'s  inspector 
general  in  early  1989  laid  out  problems  in 
the  moderate  rehabilitation  program.  It  led 
to  disclosures  of  widespread  influence  ped- 
dling at  HUD  and  was  the  catalyst  for  the 
massive  investigations  by  Congress  and  a 
dozen  U.S.  attorneys'  offices  now  taking 
place 

AGRICULTURE  Disaster  relief  payments  to 
corn  growers  after  the  drought  in  1988 
failed  to  distinguish  between  regular  corn 
and  lower-yielding  hybrid  seed  corn.  The 
Agriculture  Dept's  inspector  general 
stopped  the  overpayments  to  them,  saving 
taxpayers  more  than  $50  million 


force  of  1,800  investigators,  have  saved 
U.  S.  taxpayers  $100  billion  and  have 
been  responsible  for  1.5,000  cases  in  the 
[)ast  decade.  At  hud,  for  instance,  a  rou- 
tine audit  that  showed  mismanagement 
in  the  so-called  moderate  rehabilitation 
housing  program  led  Inspector  General 
Paul  A.  Adams  to  uncover  widespread 
influence-peddling  at  the  agency.  Penta- 
gon and  HH.s  IGs  are  now  investigating 
the  possibility  of  a  huge  medical-kick- 
back scheme  in  California.  And  the  Agri- 
culture Dept.'s  IG  is  poking  into  the 
Farmers'  Home  Administration,  hoping 
to  learn  whether  another  Hl'D-type  scan- 
dal may  be  afoot. 

OVERSTEPPED  BOUNDS?  The  current  flap 
started  out  as  an  internal  dispute  at  the 
Labor  Dept.,  where  officials  felt  that 
then-Inspector  General  J.  Brian  Hyland 
was  going  far  beyond  his  mandate.  The 
IG,  who  already  has  the  authority  to  in- 
vestigate labor  union  pension  plans,  also 


cases  of  visa  and  passport  fraud  that 
don't  involve  a  government  em.ployee. 
Interior  Dept.  IG  James  R.  Richards  says 
he  couldn't  probe  fraud  in  the  sale  of  oil 
and  gas  leases. 

The  possibility  that  the  IGs  would  have 
to  drop  some  cases  has  caught  Con- 
gress' eye  and  brought  the  warring  par- 
ties to  the  bargaining  table.  In  a  Sept.  25 
meeting,  the  two  sides  discussed  a  possi- 
ble compromise  that  would  recognize  the 
Justice  opinion  but  give  the  IGS  options 
for  saving  endangered  cases.  If  Justice 
and  the  IGs  don't  work  out  an  accord, 
however,  some  key  lawmakers  are 
threatening  to  step  in  on  the  inspectors' 
side.  So  despite  the  Justice  Dept.'s  edict, 
hundreds  of  targets  of  the  inspectors' 
investigative  zeal  may  not  be  off  the 
hook  after  all. 

By  Paula  Dwyer,  with  Ron  Stodghill  11, 
Susan  B.  Garland,  and  John  Carey  in 
Washington 


GOVERNMEN 


Standing  under  the  torii  gates 
of  Kyoto,  you're  a  long  way  from 
where  you  began  this  journey  Bu 
United  made  it  easy 

With  nonstops  to  Japan  from 
five  U.S.  gateways,  United  gives  y 


unrraD 

A  I  R  L  I  n  £  S  , 

Tokyo  •  Osaka  •  Hong  Kong  •  Seoul  •  Taipei  •  Sydney  •  Melbourne  •  Beiiing  •  Shanghai  •  Auckland  •  Singapore  •  Manila  -  Bangkok 


me  convenience  you  neea,  ana  a 
level  of  service  that  makes  passing 
through  a  pleasure. 

Come  fly  the  friendly  skies. 


arketin 


RETAILING  I 


WHY  COMPETITORS  SHOP 
FOR  IDEAS  AT  IKEA 


The  furniture  megastores  have  marketers  mesmerized 


IKEA,  the  Scandinavian  retailer  that 
claims  to  operate  the  world's  largest- 
volume  furniture  chain,  has  not  ex- 
actly taken  America  by  storm.  In  the 
four  years  since  the  company — pro- 
nounced "eye-key-ah" — opened  its  first 
mammoth  TJ.  S.  store  near  Philadelphia, 
it  has  moved  to  just  three  other  cities: 
Washington,  Baltimore,  and  Pittsburgh. 

The  slow  pace  of  IKEA's  American  ex- 
pansion has  nothing  to  do  with  its  con- 
cept, though.  Even  rivals  praise  its  mer- 
chandise and  marketing.  "Our 
problem,"  says  Anders  Mo- 
berg,  president  of  the  Humle- 
baek  (Denmark)-based  retail- 
er, "is  with  distribution — 
finding  warehouses  and  set- 
ting up  a  network." 

IKEA  has  tackled  the  issue 
by  building  huge  distribution 
centers  in  Philadelphia  and 
Montreal  to  serve  Eastern 
stores.  It's  also  hunting  for  a 
warehouse  site  near  Los  An- 
geles to  prepare  for  West 
Coast  expansion.  In  the  next 
year,  it  plans  to  open  in  Eliza- 
beth, N.  J.,  and  Burbank, 
Calif.  From  then  on,  IKEA  ex- 
pects to  add  two  or  three 
stores  a  year.  "Forty  percent 
of  our  investment  in  the  next 
three  to  five  years  will  be  in  the  U.  S.," 
says  Moberg,  whose  company  sold  $3 
billion  of  ready-to-assemble  furniture 
and  housewares  in  85  stores  worldwide 
in  the  fiscal  year  ended  Aug.  81. 
FLATTERY?  Despite  the  small  number  of 
American  outlets,  IKEA  has  attracted  a 
lot  of  attention  in  the  local  retailing  com- 
munity. Wal-Mart  Stores  Inc.'s  Hyper- 
mart  I'SyV  and  Circuit  City  Stores  Inc. 
have  experimented  with  IKEA's  practice 
of  offering  child  care  while  parents 
shop.  Stor,  a  three-year-old  U.  S.  compa- 
ny witli  three  large  outlets  in  the  Los 
Angeles  area,  even  copied  IKEA's  yellow- 
and-blue  color  scheme,  store  layouts, 
and  Swedisli-sounding  name.  IKEA  was 
not  flattered.  Last  year,  it  filed  an  un- 
fair-competition and  copyright-infringe- 
ment suit.  The  two  sides  settled  in  June, 
after  Stor  agreed  not  to  use  certain  IKEA 
o  I  features,  such  as  Scandinavian  flags. 


IKE.A  stores  have  done  well.  U.  S.  sales 
rose  40'/' ,  to  $130  million,  in  the  last  fis- 
cal year  because  the  sleek,  inexpensive 
furniture  they  sell  appeals  to  young 
adults  and  families,  the  consumers  who 
buy  the  most  furniture.  The  company 
also  gets  high  marks  for  execution. 
"They  thoroughly  blitz  an  area  with 
their  catalogs  and  billboards,"  says  Pat 
Grabel,  a  spokeswoman  for  Conran's 
Habitat,  a  competing  home-furnishings 
retailer  with  18  U.  S.  outlets. 


WHILE  THE  CHILDREN  SNACK,  CUSTOMERS 
HAVE  TIME  TO  SHOP  LEISURELY 


IKEA  North  America  spends  nearly! 
507f  of  an  estimated  $10  million  marketj 
ing  budget  on  its  annual  catalog.  This 
year,  the  196-page  book  was  mailed  to  4f 
million  prospective  customers  who  \ivq 
within  an  hour's  drive  of  a  store.  "Visu| 
ally,  they  do  a  terrific  job  presenting 
their  merchandise,"  says  Marvin  J.  Gir| 
ouard,  president  of  Pier  1  Imports  Inc., 
485-store,  Fort  Worth-based  chain. 
FREE  DIAPERS.  Once  IKEA  lures  custom-l 
ers  into  its  200,000  square-foot  stores,  iti 
uses  creative  merchandising  to  tempt] 
them  into  buying.  The  stores  provide 
shoppers  with  tape  measures,  catalogs] 
pencils,  and  paper.  Child  care  and  stroll-l 
ers  are  available,  as  are  free  diapersJ 
Each  store  has  a  restaurant  that  fea-| 
tures  such  Scandinavian  delicacies  as 
sm„oked  salmon  and  Swedish  meatballs.] 
Customers  can  borrow  automobile  roof 
racks  to  carry  furniture  home.  The  re-j 
suit:  "Almost  everyone  who  comesi 
through  buys  something,"  says  IKEaI 
North    America  President 
Bjorn  Bayley.  The  company's! 
sales  per  square  foot  last! 
year  were  about  $350 — three! 
times  the  average  for  tradi-l 
tional  furniture  stores  and! 
more  than  double  for  Con-j 
ran's  and  Pier  1,  estimates! 
Neil  Z.  Stern,  a  retailing  con-| 
sultant  at  Chicago's  McMil-| 
lan/Doolittle. 

IKEA  keeps  prices  low — $1691 
for  the  cheapest  sofa  bed,  $39' 
for  a  solid-pine  end  table — byl 
making  customers  do  somel 
work.  After  picking  items  inl 
the  showroom,  buyers  wheell 
trolleys  into  a  warehouse,  pulll 
unassembled  pieces  off  the! 
racks,  and  take  them  through' 
a  checkout  lane  to  their  cars.  > 
IKEA  developed  many  of  its  marketing; 
techniques  in  Europe,  where  more  than, 
half  its  stores  are  located.  U.  S.  manage-; 
ment  is  thinking  of  introducing  another  ,' 
European  innovation,  the  Family  Mem-  : 
bership  Club.  Customers  apply  by  filling  ■ 
out  a  form.  Benefits  include  discounts  in 
stores  and  at  nearby  gas  stations. 

The  company  was  the  brainchild  of 
Ingvar  Kamprad,  a  63-year-old  Swede | 
whose  family  is  chief  beneficiary  of  a  . 
foundation  that  owns  the  company.  ■ 
Kamprad,  a  Swiss  resident  now,  gave  up 
the  operational  reins  and  serves  as  a| 
consultant.  He  created  the  name  IKEA  byi' 
combining  his  initials  with  the  first  let- 
ters of  the  farm,  Elmtaryd,  and  the  par- 
ish, Agunnaryd,  where  he  grew  up.  But 
now  that  made-up  word  has  a  real  mean- 
ing: It's  Swedish  for  smart  retailing.  ; 

By  Jfutet  Bamford  in  Philadelphia,  with  ^ 
A.  Duiilap  Smith  in  Brussels 
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ROM  'BIOODY  AWFUL'  TO 
IIOODY  AWESOME 


ritish  Airways'  grand  alliances  could  turn  it  into  an  empire 


Englishmen  nostalgic  for  the  Empire 
can  console  themselves  these  days: 
They  have  a  rejuvenated  British 
rways. 

a  bloated,  government-owned  com- 
ny,  British  Airways  PLC — ba  for 
3rt — was  called  Bloody  Awful  for 
ars  by  disgruntled  passengers  and 
;eful  rivals.  But  since  being  sold  to 
)ck  market  investors  in  early  1987,  op- 
iting  profit  at  the  restructured  carrier 
s  jumped  from  $280  million  to  a  pro- 
!ted  $598  million  on  revenues  of  some 
,5  billion  for  the  year  ending  in  March. 
Now  that  it  is  profitable,  ba  wants  to 
'ge  alliances  on  a  truly  imperial  scale 
supplement  its  position  as  the  world's 
'gest  international  carrier.  The  airline 
negotiating  to  buy  a  piece  of  Sabena 
orld  Airlines,  a  new  subsidiary  of  the 
:lgian  national  carrier.  The  deal,  if  suc- 
5sful,  could  give  BA  a  share  of  an  im- 
rtant  new  hub  in  Brussels.  Even  more 
ibitious  is  BA's  planned  stake  of  $750 
llion  in  the  $6.8  billion  employee-man- 
ement  buyout  of  UAL  Corp.,  parent  of 
lited  Airlines  Inc.,  Ba's  current  mar- 
ting  ally.  In  return  for  its  money — the 
"gest  piece  of  equity  in  the  buyout — 
L  would  receive  preferred  shares  equal 
15%>  of  UAL's  voting  stock. 
ba's  grand  alliances  could  give  it  ac- 
ss  to  a  global  network  of  hubs,  com- 
iter-reservation  systems,  and  routes, 
lat's  especially  true  of  the  United  deal. 


Says  John  Pincavage,  a  partner  at 
Transportation  Group,  an  investment- 
banking  firm  that  specializes  in  airline- 
related  finance:  "If  you  said  you  wanted 
to  build  the  most  powerful  airline  combi- 
nation in  the  world,  on  paper  this  has  to 
be  the  one." 

So  far,  neither  the  Sabena  deal  nor  the 
United  buyout  is  complete.  Talks  with 
Sabena,  announced  in  June,  have  been 
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BRITISH  AIRWAYS:  RISE  OF 
ACIOBAL  SYSTEM 

FEBRUARY,  1987  The  British  govern- 
ment sells  720  million  shares  of  British 
Airways  to  British  and  foreign  investors 
in  a  $1.4  billion  offering 

JULY,  1987  British  Airways  takes  a  26% 
stake  in  Galileo,  a  new  European  com- 
puter reservations  system 

JANUARY,  1988  After  a  protracted  take- 
over fight  with  Scandinavian  Airlines 
System,  British  Airways  acquires  Brit- 
ain's second-largest  airline,  British  Cale- 
donian, for  $480  million 

JUNE,  1989  British  Airways  confirms 
plans  to  buy  a  20%  stake  in  Sabena 
World  Airlines,  a  new  subsidiary  of  the 
Belgian  national  carrier 

SEPTEMBER,  1989  For  a  15%  stake, 
British  Airways  agrees  to  invest  $750 
million  in  the  United  Airlines  buyout 

DATA:  COMPANY  REPORTS,  UZARD  FRERES  8,  CO. 


proceeding  at  a  snail's  pace.  And  federal 
regulators,  wary  of  foreign  involvement 
in  U.  S.  airlines,  may  ask  BA  to  reduce  its 
share  in  the  buyout  (BW — Oct.  2). 

Whatever  the  results  of  the  negotia- 
tions, BA  is  on  the  upswing,  thanks  to  its 
methodical  makeover  by  two  executives: 
its  chairman.  Lord  King,  and  its  deputy 
chairman  and  chief  executive,  Sir  Colin 
Marshall.  Lord  King,  an  industrialist 
who  is  a  blunt-spoken  confidant  of  Prime 
Minister  Margaret  Thatcher,  arrived  in 
1981  to  prepare  BA  for  the  day  when  it 
would  l)e  sold  to  investors  (table). 
WINNING  STREAK.  He  swiftlv  CUt  BA's 
work  force  by  almost  20,000,  to  85,000. 
In  1983,  Lord  King  tapped  Marshall,  a 
former  Avis  Inc.  executive,  to  provide 
some  marketing  savvy.  On  Ba's  Con- 
corde aircraft,  for  example,  Marshall  re- 
furbished interiors,  raised  prices,  and  in- 
troduced advertising  that  emphasized 
the  precious  time  highfliers  save  when 
they  take  the  supersonic  jet.  The  Con- 
corde, once  considered  a  costly  mistake, 
now  makes  hefty  profits  and  serves  as  a 
symbol  of  the  revamped  BA. 

To  improve  service  throughout  the  air- 
line, Marshall  hired  Michael  Batt,  a  con- 
sumer-marketing expert  from  candy 
maker  Mars  Inc.  In  a  step  unusual  for 
the  airline  industry,  Batt  assembled  a 
team  of  brand  managers  for  each  of 
ba's  passenger  classes.  These  executives 
oversee  research  to  figure  out  what  cus- 
tomers want.  For  example,  first-class 
passengers  now  get  a  choice  of  whether 
to  eat  a  light  meal  soon  after  boarding 
or  wait  for  a  more  substantial  repast. 

By  boosting  traffic  in  ba's  business 
class  and  other  pricey  services,  the  new 
management  has  put  together  seven 
straight  years  of  profits,  ba's  success 
also  has  made  Marshall  extremely  visi- 
ble. "Marshall  is  one  of  the  best  manag- 
ers Britain  has  produced,"  says  Michael 
Bishop,  chairman  of  Airlines  of  Britain 
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>ay  Uncle? 

Frustrated  by  the  failure  to  hold  the  line  on  soaring  health  care 
)sts,  many  business  leaders  are  calling  for  some  type  of  national 
^alth  plan.  Who  can  blame  them? 

As  it  stands,  we  now  spend  131%  more  per  citizen  on  health 
ire  than  Japan.  For  every  $2  of  operating  profits,  U.S. 
)rporations  pay  close  to  $1  for  health  benefits. 
At  the  CIGNA  companies,  we  believe  a  national  health  plan  is 
3t  the  answer.  But  we  do  agree  a  fundamental  change  is 
3eded.  And  we've  responded  with  Integrated  Managed  Care. 
Unlike  earlier  cost-containment  measures,  which  were 
fective  but  too  narrow  in  focus,  it  targets  a  company's  entire 
ledical  expense. 

Through  a  long-term  partnership  with  each  of  our  clients  and 
cal  providers  of  medical  services.  Managed  Care  helps  to  both 
leck  skyrocketing  medical  costs  and  deliver  quality  care. 

By  all  indications,  it  works.  One  of  our  clients,  for  example, 
^ojects  a  savings  of  $200  million  over  three  years. 

For  information  write  the  CIGNA  Companies,  Dept.  RC,  1600 
rch  Street,  Philadelphia,  PA  19103. 

You'll  find  we  have  many  interesting  things  to  say.  Uncle  isn't 
le  of  them. 


We  get  paid  for  restiltsr 


CIGNA 


''Wasn 't  it  your  idea 
to  improve  our  communications?" 

Some  people  are  misunderstood  if  they  wish  to  introduce  advanced  ideas  in  commu- 
nication. And  they  are  particularly  important  for  business  transactions  across  borders 
and  time  zones.  If  you  want  to  improve  your  communication  with  Germany,  have  a  word 
with  the  Deutsche  Bundespost.They  have  the  most  up-to-date  know-how,  nationwide 
networks  and  advanced  communications  services  available.  Whether  it's  Text  or  Data 
Communication,  Videoconference,  ISDN  or  optical  fibre  technology,  today  and  in  the 
future  the  Deutsche  Bundespost  is  the  right  partner  for  companies  dependent  on 
communication  across  boundaries.  For  further  information  please  contact:  Deutsche 
Bundespost,  PO.  Box  1190,  D-6600  Saarbrucken,  Federal  Republic  of  Germany. 
Telephone:  ++  49  615183  46  41.  We're  removing  old  barriers  to  cooperation. 


IQf  Deutsche  Bundespost 


)ldings  PLC,  whose  regional  airlines 
mpete  with  BA  domestically  and  in  Eu- 
pe.  Marshall,  a  workaholic  who  regu- 
•ly  clocks  12-hour  workdays,  often  sur- 
ises  subordinates  with  his  grasp  of 
tail.  He  pores  daily  over  press  clip- 
igs  from  around  the  world  and  moni- 
•s  such  tasks  as  the  upgrading  of  in- 
^ht  menus.  He  even  tests  passenger 
its  before  they  are  installed. 
Marshall  is  also  pursuing  a  grand 
•ategy.  His  acquisition  of  British  Cale- 
nian  Airways  Ltd.,  Britain's  only  other 
ijor  airline,  gave  BA  337^  of  the  market 

Gatwick  Airport.  It  also  has  457^  of 
5  market  at  Heathrow.  To  build  up 
siness  to  the  fast-growing  Asian  mar- 
t,  BA  may  build  a  hub  in  Singapore. 
EDER  FLIGHTS.  A  financial  interest  in 
lited  Airlines  would  cap  Lord  King's 
ikeover.  Already,  certain  United 
ghts  from  Denver  and  Seattle  feed 
ssengers  into  BA  flights  to  London 
)m  United's  terminal  at  Chicago's 
Hare  International  Airport.  Currently, 
.  flies  to  18  U.  S.  cities  served  by  Unit- 
,  and  together  the  two  carriers  have 
cess  to  about  half  the  global  market 
r  air  travel.  Coordinating  the  world- 
de  timetables  and  sharing  other  tasks 
eh  as  ticketing  services  could  produce 
y  traffic  gains  for  the  partners. 
Perhaps  BA  could  get  the  cooperation 
wants  from  United  without  spending 
50  million.  But  investing  in  the  buyout 
re  keeps  intruders  away,  as  Marshall 
quick  to  point  out.  "If  another  major 
iropean  airline  got  the  deal,  it  would 

the  end  of  our  marketing  agreement 
th  United,"  he  says. 
Marshall  is  right  to  worry  about  his 
iropean  competitors.  Lufthansa  may 
rike  a  marketing  deal  with  American 
rlines,  and  klm  already  has  invested  in 
orthwest  Airlines.  Upstarts  such  as 
'itish  Midland  Airways  are  offering 
iff  competition  on  flights  within  Brit- 
a  and  to  Europe. 

Although  Marshall  believes  his  invest- 
ent  in  United  will  go  through  as 
anned,  some  intervention  is  still  possi- 
e  from  U.  S.  Transportation  Secretary 
imuel  K.  Skinner,  who  does  not  want 

see  U.  S.  carriers  prevented  by  for- 
?n  shareholders  from  directly  tapping 
'W  markets.  United,  for  example,  has 
inounced  plans  for  flights  to  Europe 
id,  eventually,  to  London.  Those  plans 
e  still  on.  It  will  be  interesting  to  see 

with  BA  as  an  investor  and  partner, 
nited  competes  seriously  for  London- 
lund  passengers.  If  ba's  investment 
isses  muster  in  Washington,  United's 
ans  could  run  smack  into  the  imperial 
nbitions  of  its  newest  shareholder. 
By  Christopher  Powe?-  in  New  York,  with 
chard  R.  Melcher  and  Mark  Maremont  in 
mdon,  and  bureau  reports 
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Project  Management: 
Art,  Science  or  Bull? 

Running  a  project  well  demands 
special  blend  of  make-it 
happen  skills.  No 
manager  can  bring  it 
all  together  consis- 
tently by  depending  on 
intuitive  artistry,  rigid 
technique,  or  enthusiastic 
hoorays  and  hoopla. 

What's  it  like  in  your 
company?  How  well  are 
your  projects  running? 
How  sure  are  you  that 
you  are  receiving  the  quality  information 
needed  to  understand  issues,  make 
judgements,  choose  among  alternatives? 

Disciplined  project  management  is  an 
intelligent  framework  in  which  to  judge 
progress,  ask  questions  and  verify  answers. 


r 


y2 


As  the  leading  developer  of 
project  management  software,  we'd  like 
to  send  you  our  free  booklet:  "Making  It 
Happen:  A  Senior  Executive's  Guide  to 
Project  Management. " 

Because  the  future  is  too  important  to 
let  it  happen  by  itself. 


Help  me  "make  it  happen." 
Please  sencJ  me  your  FREE  booklet. 

Name  


Title  . 


Company_ 

Address  

City  


_State_ 


PRIMAVERA  SYSTEMS.  INC. 

Project  Management  Software 
Two  Bala  Plaza,  Bala  Cynwyd,  PA  19004 
(800)  423-0245  'In  PA  (215)  667-8600 

FAX:  (215)  667-7894 
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1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  l.  du  Pont 

8                   Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Ricfifield 

13 

Sfiell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phiillips  Petroleunn 

1  7 

27 
miUion 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back  ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 

America  is  a 
go  ?d  investment. 


(j^iKil  CBalition  for  Literacy 
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STRATEGIES  I 


FAST  BREAK 
AT  TIFFANY'S 


Will  William  Chaney's  move  fend  off  the  raiders? 


oily  Golightly,  the  insouciant 
lieroine  played  by  Audrey  Hep- 
burn in  the  1961  movie  Breakfast 
at  Tiffany's,  put  it  best.  The  posh  Fifth 
Avenue  store,  she  said,  is  the  kind  of 
place  "where  nothing  bad  can  happen  to 
you."  But  these  days,  Chairman  William 
R.  Chaney  isn't  taking  any  chances.  Just 
two  weeks  after  New  York  developer 
Donald  J.  Trump  got  the  government's 
nod  to  buy  more  than  $15  million  worth, 
or  27'-,  of  Tiffany  &  Co.'s  stock,  Chaney 
made  sure  that  a  much  bigger  block  of 
shares  would  end  up  in  friendlier  hands. 

On  Sept.  21,  General  Electric  Co.'s  GE 
Capital  unit  agreed  to  sell  a 
107'  stake  in  Tiffany  to  up- 
scale Japanese  retailer  Mit- 
sukoshi  Ltd.  Why  get  rid  of 
it?  The  (;e  unit  decided  three 
months  ago  it  was  time  to 
take  profits  on  its  Tiffany 
investment.  Explains  GE 
Capital  Vice-President  Ste- 
phen Green:  "Bill  Chaney 
acted  as  a  marriage  broker 
by  bringing  Mitsukoshi  to 
our  attention.  We  deferred 
to  him  because  his  manage- 
ment team  has  created  all 
the  value  that  exists  in  Tif- 
fany today."  Mitsukoshi, 
which  already  held  37'  of 
Tiffany,  agreed  to  limit  its 
ownership  to  19.97  for  five 
years.  Further  antitakeover 
insurance:  GE  is  holding  on 
to  a  57  stake,  and  Tiffany 
managers  and  design  staffers  hold  a 
127  interest.  Chaney's  2.47  stake  is 
worth  $19  million. 

WHITE  KNIGHT.  It  wasn't  just  Trump  that 
Chaney  was  worried  about.  Takeover  ru- 
mors have  been  rampant  since  July, 
based  on  a  turnaround  at  the  luxury- 
goods  retailer  and  its  relatively  modest 
stock  price  back  then.  The  talk  had 
spurred  the  stock  from  36  in  early  July 
to  about  60  in  early  September  when 
Trump's  interest  became  public.  Trump 
says  he's  merely  interested  in  investing 
in  a  well-run  company,  though  he  hasn't 
announced  an  actual  purchase  of  the 
stock.  The  share  price  has  since  retreat- 
ed to  52  or  so. 

Mitsukoshi  is  a  logical  white  knight 


for  Tiffany.   Often   described  as  tB 
Bloomingdale's  of  Japan,  the  retail! 
sells  Tiffany  items  through  boutiques 
its  18  department  stores  and  several 
its  100  smaller  shops.  Its  relationsl 
with  Tiffany  has  existed  since  1970, 
only  recently  has  it  flourished.  Tiffanj 
sales  to  Mitsukoshi  have  jumped  fro 
about  $3  million  in  1984  to  $26.5  milli(| 
in  the  fiscal  year  that  ended  on  Jan. 
And  they're  expected  to  nearly  doul 
this  year,  says  G.  Kenneth  Heebner,| 
portfolio  manager  at  Loomis,  Sayles 
Co.,  a  big  holder  of  the  stock. 
Tiffany  has  come  a  long  way  in  tl 


five  years  since  Chaney  led  a  manaj 
ment  buyout  of  the  jeweler  from  A\ 
Products  Inc.  After  more  than  20  ye^ 
at  Avon,  Chaney  had  risen  through 
sales  ranks  to  become  president  of  i!e 
door-to-door  cosmetics  outfit  in  1977.  1- 
ter  he  was  made  chairman  of  Tiffa^ 
early  in  1984,  he  beat  out  several  otlfr 
bidders  to  lead  an  LBO — which  GE  Capip 
helped  to  fund.  The  unit  got  stock 
tions  for  its  trouble,  which  it  exerciii 
last  year.  Chaney  took  Tiffany  puf 
again  in  May,  1987,  using  the  procec) 
to  pay  down  debt. 

Avon  had  tarnished  Tiffany's  upsc 
image  by  emphasizing  low-priced  glE 
ware  rather  than  $100,000  jewel-encril 
ed  necklaces.  It  also  cut  back  on  desil 
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MINOLTAFAX361 
•BUILT-IN  MEMORY 
•32  SHADES  OF  GRAY 
•BROADCAST  UP  TO  FIVE  PAGES 

•  DELAYED  TRANSMISSION 
•PASSWORD  CONTROL 
•POLLING 

•MAILBOX  TRANSMISSION 
•INCOMING  MESSAGE  STORAGE 
•WORLD  CLOCK 

•TELEPHONE/FACSIMILE  SWITCHING 
•UP T0 116  AUTO  DIAL  NUMBERS 
•PAPER  CUTTER 

•15-SECONDTRANSMISSION  SPEED 

•  AFFORDABLY  PRICED 


)day,  the  question  isn't  whether  you  need  a  fax.  Its  which  fax  you 
^ed.  The  Minoltafax  361  has  a  combination  of  features  diat  make  it 
the  most  productive  choice  for  a  broad  range 
of  business  applications 


V 


Its  a  perfect  "first-time"  fax  for  busi- 
nesses unable  to  anticipate  their  needs. 
But  it  works  well  as  a  "trade-up"  fax  for 
businesses  whose  present  machines  are 
unable  to  meet  their  demands. 


You  see,  the  Minoltafax  361  delivers  more  features  than  any 
machine  in  its  pnce  range.  We're  talking  maximum  productivity 
here.  And  that's  one  thing  that  every  business  need^. 

If  you're  looking  for  capability  as  well  as  affordability  1  can't 
think  of  a  fax  you'd  be  happier  to  receive  So  call  1-800-USA-DlAL, 
Ext.  777  for  the  Minolta  dealer  nearest  you.  _ 


FACSIMILE 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOL'^A 


'  1989  Minolta  Corporation. 


Ihe  global  environment 
crisis  is  not  science  fiction. 
The  world  faces  perhaps  its 
toughest  and  most  critical 
challenge  in  its  history- 
protecting  the  environment 
to  ensure  survival. 

Senator  Albert  Gore  of 
Tennessee,  one  of  the  most 
ardent  environmentaUsts 
in  Congress,  obser\'es: 

"There  are  those  who 
look  for  every  possible 
excuse  not  to  act,  clinging 
to  the  fi^l  human  hope 
that  perhaps  environmen- 
tal problems  will  somehow 
go  away." 

Business  Week  thinks 
it's  time  for  corporate 
America  to  address  this 
important  issue.  So,  early 
in  1990,  in  our  ongoing 
series  of  advertising- 
supported  white  papers. 
Business  Week  will  publish: 

Agenda  for  the  21st  Century: 
Managing  Earth 's  Resources 

Won't  your  company 
e  a  partner  with 
ss  Week  by  making 
ironment  #1  on 
enda for  1990? 


r  more  information : 
e  Swarzman 
ject  Director 
512-3019 


er  merchandise  available  exclusively 
Tiffany's  and  ignored  customer  servic 
a  forte  for  more  than  a  century-.  Tl 
result:  Tiffany  lost  So  million  in  i984. 

Chaney  has  since  restored  Tiffany 
luster.  He  cleaned  out  the  merchandi 
that  Holly  Golightly  would  have  sniff 
at  and  began  targeting  catalogs 
households  with  incomes  of  $50,000 
more.  He  instigated  an  aggressive  ca 
paign  to  encourage  companies  to  rewa 
employees  and  customers  with  Tiffa 
gifts.  And  he's  opening  one  store  a  ye 
in  the  toniest  neighborhoods — and  doi 
it  in  style.  When  Tiffany  opened  its  ( 
ange  County  (Calif.)  store  last  fall, 
threw  a  gala  fund-raiser  for  the  Sou 
Coast  Repertory  Theatre. 
RARITY.  Tiffany  now  operates  nine  ret 
units  in  the  U.  S.,  including  the  flagsl 
New  York  store,  which  accounts  for  4 
of  total  sales.  Chaney  will  open  a  n< 
store  this  month  in  Fairfax,  Va.,  to  ser 


Tiffany's  Hong  Kong  store; 
both  made  money  in  the  firs 
month.  But  Europe  has  bee 
a  much  tougher  market 


the  Washington  market.  There  are 
least  10  cities  left  in  the  U.  S.  that  m 
his  demographic  criteria,  including  £ 
Diego,  Philadelphia,  and  Detroit. 

Tiffany's  emphasis  on  overseas  exp 
sion  has  been  instrumental  in  the  com 
ny's  turnaround.  In  the  Far  East,  sa 
through  Mitsukoshi  and  Heiwado  & 
in  Japan  have  been  phenomenal.  Af 
Tiffany  opened  a  store  in  Hong  Kon 
Peninsula  hotel  in  August,  1988,  the 
sponse  was  so  strong  that  it  opened 
other.  Both  Hong  Kong  stores  beca 
profitable  during  the  first  month  of 
eration,  a  retailing  rarity.  Since  the  L 
Tiffany  also  has  opened  stores  in  L 
don,  Munich,  and  Zurich,  but  sales  h 
gotten  off  to  a  slower  start. 

The  various  facets  of  the  new  Tifft 
have  dressed  up  the  bottom  line  con: 
erably.  In  fiscal  1989,  net  income  r 
48.2'^  from  the  year  before,  to  S24.9  i 
lion  on  revenues  of  S290  million.  I 
analysts  expect  a  20''-plus  gain  in 
current  fiscal  year. 

Chaney  seems  to  think  his  best  ta 
over  defense  is  the  Avon  experiei 
"Most  people  recognize  from  hist 
that  as  effective  a  machine  as  Tiffany 
it  can  also  be  delicate,"  he  points  ( 
"Tiffany  is  a  unique  institution  wit 
special  place  in  the  minds  of  its  cl 
tele."  Call  it  the  Holly  Golightly  defei 
By  Monica  Roman  in  Xew  P 


Performance 
Beyond  Your 
Expectations.. 


Restoring  individual  comfort 
with  Personal  Environments. 


Personal  Environments  is 
compatible  with  most  office 
furniture  systems. 


©1989  Johnson  Controls.  Inc. 
JC-9050 


Finally,  an  answer  to  the 
single  most  important 
disadvantage  of  the  open 
plan  concept. 

Personal  Environments 
developed  by  Johnson 
Controls  restores  environ- 
mental control  and  comfon 
to  each  individual  in  each 
workstation.  Precise  temp- 
erature, volume  and  direc- 
tion of  air  flow,  lighting  and 
the  generation  of  "white 
noise"  to  enhance  the  sense 
of  privacy  can  all  be  set  to 
preferred  levels  with  a  desk- 
top control  panel.  A  motion 
sensor  automatically  re- 
turns temperature,  lighting 
and  air  flow  to  the  most 
energy-efficient  levels  in 
unoccupied  workstations. 


The  by-product  of  a 
customized  workstation 
environment  for  each 
employee  is  increased 
productivity  for  the 
employer  Independent 
documented  investigation 
shows  up  to  a  15%  saving 
of  salary.  Even  a  conserva- 
tive estimate  of  2%  savings 
makes  the  return  on  invest- 
ment quite  appealing. 

Personal  Environments 
can  be  integrated  into 
new  or  existing  buildings, 
even  renovations  of  ware- 
houses and  factories  into 
office  space. 


Take  the  first  step  in 
improving  comlort  and 
productivity.  Call  Johnson 
Controls  today  at  1-800- 
972-8040.  In  Wisconsin, 
call  1-800-472-6533.  Or 
write,  Johnson  Controls, 
Systems  and  Services 
Division,  C19,  Milwaukee, 
WI  53201-0423. 
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>evelopments  to  Watc 


TED  BY  WILLIAM  D.  MARBACH 

UILDINGS  THAT  BEND 

)  RIDE  OUT  EARTHQUAKES 


Just  as  a  skier  flexes  to  take 
the  moguls,  buildings  may 
someday  be  flexible  enough  to 
ride  out  earthquakes.  That's 
the  goal  of  engineers  at  the 
National  Center  for  Earth- 
quake Engineering  Research 
at  the  State  University  of  New 
York  at  Buffalo,  they  de- 
signed a  network  of  sensors 
and  computers  that  activate 
"tendons"  that  brace  the  build- 
ing as  they  contract  and  relax. 

When  an  earthquake  strikes, 
the  sensors  take  readings  of 
I  building's  vibrations  and  send  them  to  a  computer,  which 
erprets  the  data  and  expands  some  tendons  and  eases  off  on 
lers  so  that  the  building  moves  in  the  opposite  direction  of 
!  earthquake's  force.  Thus,  the  structure  bends  instead  of 
ipping. 

S^ext  spring,  engineers  from  SUNY  Buffalo  and  Japanese 
istruction  company  Takenaka  Corp.  will  begin  a  three-year 
t  of  the  system  on  a  six-story  building  in  earthquake-prone 
kyo.  If  it  works,  Takenaka  will  try  a  27-story  building, 
gineers  at  Buffalo  say  there  should  be  no  limit  to  the  size 
the  building  that  might  benefit  by  this  system,  which  may 
;t  from  $10  to  $50  per  square  foot. 


)OKING  THE  BOOKS 
IN  KEEP  THEM  YOUNG 


■he  New  York  Public  Library  calls  it  a  time  bomb.  Nearly 
every  book  published  in  the  past  150  years  is  printed  on 
od-pulp  paper,  which  contains  acids  that  doom  the  paper  to 
jrown  and  brittle  old  age  after  as  few  as  five  decades, 
perts  figure  that  about  two-thirds  of  the  documents  cared 
■  by  large  research  libraries  are  rapidly  deteriorating.  Until 
■ently,  the  only  cure  was  an  acid-neutralizing  liquid  that 
ist  be  laboriously  applied  page  by  page. 
Phe  Library  of  Congress,  however,  has  funded  development 
a  process  that  de-acidifies  books  in  bulk.  Books  are  loaded 

0  a  big  pressure  cooker.  After  lengthy  drying,  diethyl  zinc 
;Z)  gas  is  pumped  in  so  it  penetrates  the  pages,  neutralizing 
'  acid.  If  the  paper  isn't  too  discolored,  the  process  is  expect- 
to  add  a  couple  of  centuries  to  its  suppleness.  Each  batch 
;es  60  hours,  and  the  process  costs  $6  to  $10  per  book.  The 
hnique  has  been  licensed  to  Akzo  Chemicals  Inc.,  a  Chicago 
)sidiary  of  the  Netherlands'  Akzo,  which  helped  develop  the 
thod.  Akzo  Chemicals  will  soon  start  building  a  plant  that 

1  treat  a  million  books  a  year. 


TOUGH  NEW  WEAPON 
i  THE  WAR  ON  ACID  RAIN? 


*oal-fired  power  plants  have  long  been  among  the  villains  in 
Ithe  acid  rain  problem.  Some  15%  of  the  1,350  coal  power 
nts  in  the  U.  S.  use  scrubbers  to  remove  sulfur  dioxide, 
ich  causes  acid  rain,  from  their  smokestacks.  But  virtually 
\e  try  to  get  rid  of  nitrogen,  which  forms  nitric  acid  and 
og.  The  growing  environmental  concerns  may  change  that. 


The  U.  S.  has  already  signed  an  agreement  with  24  other 
nations  to  freeze  nitrogen  oxide  emissions  at  1987  levels  by 
1995,  and  a  dozen  European  nations  are  cutting  emissions. 

The  processes  used  now  are  costly,  but  researchers  at  Law- 
rence Berkeley  Laboratories  think  they  have  a  solution.  A 
team  led  by  Shih-Ger  Chang  has  found  that  if  phosphorus  is 
added  to  the  limestone-and-water  spray  now  used  to  scrub 
sulfur  out,  it  will  react  with  the  nitrogen  to  form  phosphoric 
acid  and  ammonium  phosphate.  These  compounds  dissolve  in 
the  water  and  do  not  make  it  out  of  the  smokestack.  Even 
better,  they  can  be  extracted  from  the  slurry  and  sold  for  such 
uses  as  fertilizers  and  acids  to  etch  metal. 

A  test  being  evaluated  by  Bechtel  Corp.  indicates  that  after 
the  byproducts  are  sold,  the  system  may  remove  a  ton  of  both 
sulfur  dioxide  and  nitrogen  oxide  for  only  $1,300 — less  than 
half  the  cost  of  existing  technology — although  this  calculation 
does  not  take  into  account  the  possibility  of  flooding  the 
phosphoric  acid  market,  causing  prices  to  drop.  Chang  now 
plans  to  apply  for  Environmental  Protection  Agency  funding 
to  try  his  system  out  on  a  real  power  plant. 


KILLING  WEEDS 

IN  THE  CONCRETE  JUNGLE 


The  weeds  that  force  their  way  through  cracks  in  streets, 
sidewalks,  and  airport  runways  are  more  than  just  a  nui- 
sance. By  splitting  apart  asphalt  and  concrete,  they  cause 
hundreds  of  millions  of  dollars  worth  of  damage  in  the  U.  S. 
each  year.  But  now,  researchers  have  come  up  with  a  new 
solution:  filling  the  cracks  with  plastic  rope  impregnated  with 
herbicides. 

Developed  by  Battelle  Pacific  Northwest  Laboratories  and 
KM  Engineered  Products  in  North  Charleston,  S.  C,  the  rope 
absorbs  the  herbicide  and  releases  it  slowly.  Scientists  hope 
the  product,  once  put  in  place,  will  control  weeds  for  up  to  20 
years.  Researchers  will  conduct  a  large-scale  test  by  inserting 
the  rope  into  seams  and  cracks  in  the  taxiways  and  runways 
of  Chicago's  O'Hare  International  Airport. 


LASERS  IN  THE  SKY 

THAT  DON'T  HURT  THE  EYE 


For  years,  scientists  have 
used  powerful  lasers  to 
study  the  atmosphere.  These 
"lidars"  (for  light  detection 
and  ranging)  work  by  shin- 
ing a  laser  beam  into  the  sky 
and  measuring  the  reflected 
light — similar  to  the  way  ra- 
dar uses  radio  waves  to  de- 
tect objects.  But  the  technol- 
ogy has  been  hobbled  by  a 
safety  issue:  The  lasers  can 
blind  airplane  pilots  and  oth- 
ers who  might  be  in  the  path  of  the  beam.  Now,  scientists  at 
Georgia  Institute  of  Technology  have  developed  an  inexpen- 
sive, eye-safe  lidar  that  may  lead  to  new  applications. 

The  new  lidar  works  by  passing  the  laser  beam  through  a 
tube  of  compressed  methane  gas,  which  shifts  the  beam  to  a 
wavelength  that  will  not  damage  the  human  eye.  Unlike  other 
lidars,  it  can  be  operated  unattended,  says  Edward  Patterson, 
senior  research  scientist  at  Georgia  Tech.  Such  lidars  could  be 
used  for  routine  monitoring  of  air  pollution,  for  example.  Or, 
at  airports,  they  could  provide  better  information  on  visibility 
and  cloud-ceiling  heights. 


ICE  &  TECHNOLOGY 
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ENVIRONMENT 


CHARGING  JAPAN  WITH 
CRIMES  AGAINST  THE  EARTH 


Critics  say  it  runs  roughshod  over  ecologies  around  the  world 


At  home.  Japan  has  cleaned  up  its 
environment.  But  abroad,  the 
Japanese  continue  to  earn  inter- 
national ire.  Its  companies  have  failed  to 
curb  industrial  pollution  overseas.  And 
Japan  continues  to  support  environmen- 
tally destructive  aid  projects. 

In  September.  Japan  tried  to  shake  its 
stigma  as  an  environmental  outcast.  The 
government  co-hosted  a  high-powered 


Barred  from  the  air-conditioned  meet- 
ing rooms  of  the  elegant  Hotel  Okura. 
they  sweated  it  out  at  their  own  three 
day  "People's  Forum"  on  hard,  wood 
chairs  at  Tokyo's  Hosei  University.  One 
after  another,  speakers  charged  Japan 
with  a  litany  of  environmental  sins 
abroad.  To  them,  Japan's  recent  ges- 
tures pale  beside  its  failure  to  curb  de 
structive  practices — everything  fn^ni  in- 


and  Thailand  build  logging  roa 
through  virgin  forest,  then  import 
most  of  the  timber.  It  now  buys  90'^^ 
the  wood  cut  in  the  Malaysian  state 
Sarawak,  Asia's  last  lush  forest  resen 
In  a  rush  to  spend  their  aid  budge 
agencies  such  as  the  Japan  Internatior 
Cooperation  Agency  are  taking  tho 
practices  to  South  America.  .JICA  is  fu: 
ing  feasibility  studies  for  a  number 
giant  projects  aimed  at  exploiting  l 
forests  and  minerals  of  the  Amazon. 
FACE  TO  FACE.  Brazilian  Indian  trib 
claim  Japan  has  stepped  in  to  back  gia 
dam  and  highway  projects  even  aft 
the  World  Bank  has  retreated  und 
pressure  from  conservationists.  The  Je 
anese  government  vigorously  denies  t 
charges.  But  in  September,  a  chief 
the  Kayapo  nation,  Paulinho  Paiak£ 
made  a  trip  to  Tokyo  to  confront  me: 
l'fr>  of  the  Japanese  Diet.  "I  want  Jap 


JAPAN  PROMISES  TO  CUT  ITS  DRIFT-NET  FISHING  FLEET  BY  TWO-THIRDS,  BUT  IT  STILL  FUNDS  LOGGING  PROJECTS  IN  MALAYSIAN  FOREST  RESERVI 


conference  on  global  warming,  pollution, 
and  Third  World  development  with  the 
U.  X.  Environment  Program.  A  few 
days  later  officials  promised  that  Japan 
would  slash  by  two-thirds  the  number  of 
fishing  boats  using  drift  nets,  which  kill 
marine  mammals.  The  Ministry  of  Inter- 
national Trade  &  Industry  (MlTIi  banned 
most  imports  of  ivory.  And  Japan  re- 
fined a  $2.2.')  billion  aid  package  for  over- 
seas environment  projects. 
CLOSED  MEETING.  But  those  actions  don't 
come  close  to  placating  critics.  Scoffs 
Kazuo  Sumi.  professor  of  international 
law  at  Yokohama  City  University  and  a 
critic  of  Jaiian's  aid  policies:  "The  con- 
ference was  a  lot  of  superficial  camou- 
flage." The  g! jvernment  refused  to  allow 
environmental  activists  from  Asia,  Afri- 
ca, and  South  America  to  speak. 


dustrial  pollution  to  riding  roughshod 
over  the  concerns  of  indigenous  peoples. 

Since  Japan,  the  world's  second-larg- 
est aid  donor,  intends  to  disburse  $50 
billion  in  grants  and  loans  by  1992,  crit- 
ics worry  about  its  potential  to  wreak 
havoc  with  the  ecologies  of  recipient 
countries.  Japan's  aid  projects,  they  con- 
tend, fail  to  consider  environmental  im- 
pacts and  emphasize  the  short-term  ex- 
ploitation of  resources  rather  than  the 
creation  of  sustainable  economic  growth. 
"If  the  past  is  any  guide,  that  aid  will  be 
about  as  useful  as  cyanide  and  mercu- 
ry," says  Martin  Kohr,  a  respected  Ma- 
laysian conser%-ationist. 

Indeed,  Japan's  Official  Development 
Assistance  funds  continue  to  be  used  to 
strip  natural  resources.  For  two  decades, 
Japan  helped  the  Philippines,  Indonesia, 


to  listen  to  the  Indian  people,"  Paiaki^i 
pleaded.  "I  know  the  Brazilian  gove.-- 
ment  asks  Japan  for  funds  to  destiif 
our  forests." 

Just  as  damaging,  say  critics,  are  ii 
projects  that  seem  designed  primarilyo 
fill  the  coffers  of  private  Japanese  cc,- 
panies.  JIC.A..  for  instance,  is  helpi^ 
Thailand  replenish  its  depleted  fore^. 
But  instead  of  planting  native  specil, 
project  directors  favor  eucalyptus  tre^ 
which  leach  minerals  from  the  soil. 

So  far,  the  Thai  government  has 
proved  eucah'ptus  cultivation  over  1,^ 
square  kilometers  in  seven  pro\-inc 
The  purpose,  according  to  Srisuw] 
Kuankachorn  of  the  Thai  Volunteer 
vice,  is  to  provide  wood  chips  for  JaJ 
nese  paper  and  pulp  interests.  Jic.\  o| 
cials  counter  that  the  Thai  governme 
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What  a  lift  to  work  should  be. 

A  luxury  car  should  make  you  feel  like  you've  left  the  crowd  behind 
The  Lincoln  Continental  Even  in  the  gridlock  of  rush  hour,  it  makes 
you  feel  far  above  it  all  Continental  is  one  of  the  worlds  most  advanced 
luxury  cars.  Anti-lock  brakes,  speed-seasitive  steering,  electronic  air  spring 
suspension  and  a  driver  and  right  front  passenger  air  bag  Supplemental 
Restraint  System  All  standard  For  a  free  brochure,  call  1  8(X)  446-8888. 
Or  visit  a  Lincoln  dealer  One  drive  and  you'll  see  that  other  luxury 
cars  tend  to  get  lost  in  the  crowd  And  that  Lincoln  Continental  is  exactly 
what  a  luxury  car  should  be 

Lincoln.  What  a  luxury  car  should  be. 
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eager  to  generate  foreign  currency,  su 
ports  the  decision.  Thai  activists,  howe 
er,  contend  that  their  government 
merely  responding  to  demand  in  Japa 
Either  way,  they  want  local  groups  i 
eluded  in  the  negotiations. 

Japan's  failure  to  consult  with  indig 
nous  peoples  has  transformed  some  pri 
ects  into  battlegrounds.  In  Sarawa 
more  than  100  members  of  the  Pen; 
tribe  have  been  arrested  in  protes 
against  the  logging.  On  the  island 
Mindanao,  the  Manobo  tribe  is  fighting 
Japan-backed  geothermal  energy  proje 
that  will  destroy  forests  on  Mt.  Apo, 

Nor  have  Japanese  directors  of  i 
multilateral  banks  used  their  growii 
clout  to  bolster  environmental  polici< 
At  the  World  Bank  and  the  Asian  Dev 
opment  Bank,  "Japanese  directors  a 
conspicuous  for  their  silence,"  sa 
Bruce  M.  Rich,  senior  attorney  with  t 
Washington-based  Environmental  E 
fense  Fund.  The  U.  S.  has  pushed  tho 
institutions  for  several  years  to  adc 
sounder  environmental  policies,  especi 
ly  at  the  World  Bank,  which  doles  c 
$30  billion  a  year  in  aid.  But,  says  Ri( 
unless  Japan  takes  a  strong  initiati 
there  will  be  little  change. 
'BLIND  FAITH.'  Critics  also  accuse  Ja] 
nese  businesses  of  continuing  to  exp( 
their  most  polluting  operations  to  t 
Third  World.  Mitsubishi  Kasei  Corp. 
trapped  in  a  lawsuit  with  villagers  fn 
the  Malaysian  town  of  Bukit  Merah 
villagers  contend  that  radioactive  wai 
from  a  plant  that  extracts  rare  elemei 
used  in  electronics  has  poisoned  seve 
children.  Mitsubishi  officials  deny 
contamination.  But  Malay  conservatii 
ists  angrily  point  out  that  Japanese  cc 
panies  stopped  importing  the  ore  fr 
Malaysia  in  1972,  in  part  because  it  v' 
deemed  too  dirty  to  process  with( 
massive  new  equipment  costs. 

Meanwhile,  Japan  is  pushing  a  tech 
logical  fix  for  global  environmen 
problems.  Spurred  by  concern  over  gl 
al  warming,  the  ozone,  and  polluti 
MITI  has  fostered  a  race  among  resea; 
labs  to  develop  replacements  for  ozo 
depleting  CFCs,  alternative-fuel  engii 
for  cars,  and  more  powerful  solar  bati 
ies.  At  the  Tokyo  meeting.  Prime  Mil 
ter  Toshiki  Kaifu  declared:  "Japan  i 
take  the  initiative  by  offering  our  exp 
ence  and  technology." 

The  result,  critics  charge,  will  be 
emphasis  on  another  wave  of  high-t 
exports  for  Japan's  profit.  "As  usi 
there's  this  blind  faith  in  technolog 
says  Yokohama  Professor  Sumi.  To  { 
suade  conservationists  like  Sumi,  Jaj 
may  need  to  redirect  its  energies  fr 
solar-powered  cars  to  environment; 
sound  aid  strategies. 

By  Neil  Gross  in  To 
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Important  changes  in  the  securities  industry  are  taking  place  every  day 
Globalization  of  the  marketplace  and  increased  participation  from  banks  are 
making  the  financial  industry  more  crowded  and  competitive.  Changes  are 
coming  more  rapidly  than  at  any  other  time  in  the  business. 

How  can  you  keep  up  with  all  the  latest  developments  and  gain  insight  on  their 
impact  to  your  business? 

By  subscribing  to  SECURITIES  WEEK— the  publication  that  built  its  reputation 
on  providing  dependable,  accurate  news  exclusively  devoted  to  the  securities 


SECURITIES  WEEK,  the  premier  financial  industry  newsletter,  offers  a  wealth  of 
hard-hitting  news  on  securities,  futures  and  options,  financial  services,  and 
related  businesses.  For  15  years,  through  bull  and  bear  markets,  SECURITIES 
WEEK  has  been  the  authoritative  source  for  financial  industry  news.  Every  week 
our  staff  of  reporters  brings  you  the  latest  stories  on  new  products,  issues, 
regulatory  changes,  and  staff  changes  in  your  business.  Our  news  reports, 
many  times  are  ahead  of  the  daily  press.  What's  more,  we  offer  you  the  kind  of 
thorough  analysis  of  your  business  that  is  not  found  elsewhere. 

Every  week  our  reporters  look  for  those  stories  which  help  you  in  your  day-to-day 
decision  making.  In  each  issue,  we  offer  our  readers  more  than  25  reports  on 
news  affecting  the  securities  industry.  Since  1973,  we  have  offered  readers  the 
kind  of  insightful  stories  not  available  from  other  publications. 

Don't  delay!  Take  advantage  of  this  offer  to  subscribe.  Just  fill  out  the  coupon 
below  or  call  our  Circulation  Dept.  (800)  445-9786  or  (212)  512-2184.  If  at  any 
time  you  are  not  satisfied,  we  will  gladly  refund  your  money 
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THE  GREAT  AMERICAU 


Want  to  avoid  a  heart  attack? 
Eat  olive  oil  and  oat  bran — 
they'll  lower  your  cholesterol. 
Need  to  strengthen  your  bones?  Drink 
calcium-fortified  orange  juice.  Want  to 
fight  off  cancer?  We've  got  just  the  ce- 
real for  you. 

These  days,  the  supermarket  food 
aisles  look  like  a  modern  medicine  show. 
With  the  American  public  increasingly 
anxious  about  diet  and  disease,  food 
companies  are  claiming  health  benefits 
everywhere.  They  are  finding  previously 
hidden  virtues  in  old  products  and  intro- 
ducing hundreds  of  new  ones  to  fit  ev- 
ery imaginable  nutritional  niche.  Fully 
30%  of  the  $3.6  billion  in  annual  U.  S. 
food  advertising  now  includes  some  type 
of  health  message. 

The  hodgepodge  of  medical  pro- 
nouncements, technical  terminology,  and 
advertising  hyperbole  has  left  consum- 
ers scanning  the  shelves  in  bewilder- 
ment. As  nutritionists  argue  over  wheth- 


er most  people  really  need  to  cut 
cholesterol  in  the  bloodstream  (page 
128),  some  cookie  makers  are  touting 
their  cholesterol-free  but  usually  high- 
fat,  high-calorie  products  as  healthy 
food.  And  while  scientists  debate  the 
role  of  fiber  (page  124)  in  preventing 
heart  attacks — or  is  it  colon  cancer? — 
food  makers  are  stuffing  oats  and  bran 
into  potato  chips  and  bread. 

Critics  complain  that  the  food  indus- 
try's sudden  emphasis  on  health  is  noth- 
ing more  than  a  marketing  gimmick. 
They  point  out  that  while  high-fiber  ce- 
reals and  low-fat  dairy  products  are  be- 
ing pushed  into  the  spotlight,  no  one 
seems  to  be  talking  about  the  benefits  of 
fresh  vegetables  and  beans- — products 
not  backed  by  giant  food  packagers. 

Some  nutrition  advocates  and  health- 
care watchdogs  say  the  messages  aren't 
so  bad,  even  if  they're  incomplete.  By 
raising  public  awareness  about  diet  and 
health,  they  say,  the  claims  may  be  help- 


ing to  change  what  Americans  eat. 
even  a  few  industry  executives  admit 
misgivings  about  using  health  pitches 
sell  food:  "It's  got  to  be  here  to  stay  i: 
sells  products,"  says  a  top  food-compafei 
executive.  "But  it's  really  a  mixed  b  »: 
because  the  consumer  is  so  foolabl  si 
Adds  Richard  A.  Zimmerman,  chief  exp; 
utive  of  Hershey  Foods  Corp.,  wh 
makes  pasta  as  well  as  its  well-kno 
candies:  "I  think  you  mislead  more  p 
pie  than  you  educate." 
OATSY  COLA?  The  tactics  have  clearly 
a  consumer  hot  button,  though.  Cer 
sales,  for  example,  have  been  energis  k 
by  a  series  of  highly  publicized  repo 
suggesting  that  high-fiber  diets  may 
duce  the  risk  of  some  cancers.  Most 
cently,  a  National  Cancer  Institute  stv 
showed  that  wheat  bran  may  shrink 
isting  precancerous  polyps  of  the  co 
in  some  people.  Since  1987,  cereal  sa 
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EALTH  PITCH 

AIM:  'EAT  IT,  IT'S  GOOD  FOR  YOU'? 


risen  22%,  to  $6.6  billion.  "The  mes- 
is  getting  through,"  says  Kellogg 
Chairman  William  E.  LaMothe. 
its,  in  particular,  got  a  boost  from 
jnce  that  oat  bran  may  lower  levels 
ood  cholesterol  and,  in  turn,  the  risk 
3art  disease.  So  far  this  year,  sales 
ireals  containing  oat  bran  have  risen 
by  volume.  A  shelfful  of  cereals 
and  old  now  blare  their  oat  bran 
snts  at  shoppers,  and  products  rang- 
from  blueberry  muffins  to  bagels, 
1,  and,  yes,  potato  chips,  are  feeling 
oats,  too.  In  a  recent  survey 
ucted  by  Lempert  Co.,  an  ad  agen- 
74%  of  Pepsi  drinkers  said  they 
d  switch  to  Coke  if  it  had  oat  bran 


in  it.  (Coca-Cola,  are  you  listening?) 

Competitive  pressures  in  the  slow- 
growth  food  industry  are  likely  to  drag 
into  the  game  even  those  marketers  who 
have  misgivings  about  health  pitches.  "I 
don't  own  this  place,"  says  one  food- 
company  executive.  "When  the  chairman 
says,  'Why  don't  we  have  87  products 
like  this?'  I'll  roll  them  out  as  fast  as  I 
can."  Adds  Robert  J.  Gillespie,  president 
of  CPC  International  Inc.'s  Best  Foods: 
"Without  guidelines,  we  almost  run  the 
risk  of  going  back  to  the  snake-oil  era." 
HYPE  HAZARDS.  It  all  started  with  a  pre- 
cedent-shattering move  by  Kellogg  in 
1984  when  it  won  approval  from  the  Na- 
tional Cancer  Institute  to  state  in  ads 
and  on  boxes  for  its  All-Bran  cereal  that 
the  NCI  believes  "a  high-fiber,  low-fat 


diet  may  reduce  the  risk  of  some  kinds 
of  cancer." 

The  packages  violated  a  decades-old 
rule  against  health  claims  for  food.  But 
while  the  Food  &  Drug  Administration, 
which  oversees  food  labeling,  wasn't 
happy,  it  wasn't  willing  to  use  its  power 
to  declare  the  cereal  an  illegal  drug  and 
seize  it.  Nor  was  it  willing  to  attack  a 
claim  approved  by  the  NCI,  a  fellow  gov- 
ernment agency.  And  the  FDA's  attempts 
since  then  to  establish  new  guidelines  on 
health  claims  have  been  thwarted  by 
free-marketers  at  the  Office  of  Manage- 
ment &  Budget  (BW— Sept,  25).  Hear- 


LOW-CAL  BUT  FATTY 

Some  diet  foods  are  low-calorie 
mostly  because  the  portions 
are  small.  They  may  be  high  in 
cholesterol  or  sodium,  and  tliey 
often  get  far  more  than  30%  of 
their  calories  from  fat 


ings  on  possible  new  labeling  rules  will 
begin  in  the  next  few  weeks. 

In  the  meantime,  after  holding  its  col- 
lective breath  to  see  if  Kellogg  got 
stomped  for  its  All-Bran  claims,  the  food 
industry  has  plunged  headlong  into 
health.  Many  claims  now  go  far  beyond 
general  statements  about  nutrition  and 
health.  They  often  link  eating  or  avoid- 
ing specific  foods  with  the  risks  of  com- 
ing down  with  particular  ills. 

Some  nutritionists  and  medical  ex- 
perts are  uneasy  about  ads  that  connect 
fiber  intake  with  reducing  the 
risk  of  colon  cancer.  "Fiber  may 
prove  to  have  some  kind  of  an 
effect,  but  you  have  to  play  that 
against  the  background  of  ev- 
erything else,"  says  David  Krit- 
chevsky  of  the  Wistar  Institute 
of  Anatomy  &  Biology  in  Phila- 
delphia. The  first  such  claims 
grew  out  of  studies  comparing 
the  diets  of  different  national- 
ities. But  that  can  be  dangerous. 
"I  eat  differently  from  a  Zambi- 
an,"  says  Kritchevsky,  "but  so 
much  else  is  different,  too."  And 
subsequent  controlled  studies 
haven't  been  unanimous.  A  few 
of  them  even  show  an  increased 
risk  of  cancer  from  eating  fiber-contain- 
ing foods. 

■INCREDIBLE  CRUNCH.'  Still,  most  dietary 
authorities  agree  that  it  would  probably 
be  good  if  Americans  ate  more  fiber 
than  the  12  to  18  grams  a  day  they 
consume  on  average  now.  The  NCI  rec- 
ommends 20  to  30  grams,  probably  in- 
cluding both  the  insoluble  fiber  found  in 
wheat  bran,  which  may  help  prevent  co- 
lon cancer,  and  the  soluble  fiber  found  in 


oat  bran  and  beans,  which  may  help  re- 
duce cholesterol  levels.  Products  such  as 
All-Bran,  General  Mills  Inc.'s  Fiber  One, 
and  some  others  have  11  or  12  grams  of 
fiber  per  1-ounce  serving,  but  a  number 
of  "high-fiber"  cereals  have  far  less. 
Packages  of  Ralston-Purina  Co.'s  Bran 
News,  for  example,  say  it  offers  "incred- 
ible crunch  in  a  high-fiber  cereal,"  al- 
though the  product  has  only  3  grams  per 
serving. 

General  Mills  has  ridden  the  oat  craze 
to  new  heights  (BW— Sept.  18),  turning 
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its  Cheerios  into  the  nation's  leading  ce- 
real— even  though  a  1-ounce  serving 
contains  just  1  gram  of  soluble  fiber 
from  oat  bran.  Similarly,  Quaker  Oats 
ads  featuring  actor  Wilford  Brimley  of 
Cocoon  telling  consumers  that  eating 
oatmeal  is  "the  right  thing  to  do"  have 
helped  revitalize  the  tired  category  of 
hot  cereal. 

While  there's  evidence  that  soluble  fi- 
ber such  as  oat  bran  can  help  lower 


3^<^^  BALONEY 
Yes,  Si''-'  frit-free  sounds 
good — but  that  rneans  the  meat 
is  20%  fat.  In  bet,  most  of 
this  product'^,  c;  iories  still 
come  from  at 
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SLIM  MILK? 

Milk  that's  only  2%  fat  sounds 
good,  too.  But  the  reduction 
may  not  be  as  much  as  you 
might  think.  Regular  milk  is 
only  around  3.25%  fat 


cholesterol  in  the  blood,  Quaker  hi 
come  under  attack  for  print  ads  tellii 
consumers  that  oat  bran  and  oatmetj 
can  help  lower  cholesterol  by  10%  ar 
reduce  the  risk  of  heart  attacks  by  nei> 
ly  207'.  Critics  accuse  the  company 
overstating  the  importance  of  oat  brij 
in  relation  to  diet  as  a  whole.  And  th 
say  there's  little  evidence  that  oat  bnj 
will  help  the  majority  of  the  populatii 
"Food  companies  are  taking  studies  tl 
favor  the  product  and  not  telling  the  fi 
story,"  says  Stephen  Gardner,  assistai 
attorney  general  for  Texas. 

As  for  products  such  as  po1i 
to  chips  sprinkled  with  oat  brj 
and  muffins  baked  with 
stuff,  critics  point  out  that  cdi^ 
sumers  would  have  to  inhflsj 
pounds  of  them  before  seeiift 
any  possible  benefit  from  th(i| 
often  minimal  bran  content.  A 
that  benefit  would  probably 
more  than  wiped  out  by  the  V2 
quantities  of  accompanying  fi 
sugar,  and  salt. 
RARE  RESTRAINT.  As  the  cen 
makers  loudly  trumpet  the  go 
stuff  they're  putting  into  tb 
products,  other  food  companB-tg; 
are  talking  about  the  bad  sti 
they're  taking  out.  For  most  Americ  piea 
consumers,  the  problem  is  excess,  r  '-W- 
deficiency.  In  the  past  14  months,  be 
the  Surgeon  General's  Report  on  A 
trition  <&  Health  and  the  National  I 
search  Council's  study  on  diet  and  hea 
concluded  that  consumers  should  i 
down  on  fat,  especially  saturated  fat, 
key  goal:  to  reduce  overall  fat  consurl 
tion  to  30%  or  less  of  total  calories  fr( 
the  37%  or  so  where  it  has  been  stu 
for  years.  The  American  Heart  Asp«BRj 
had  already  told  the  public  to  cut  sodii 
intake  to  no  more  than  three  grams  ism 
day  from  the  current  average  of  four  6  of 
six  and  cholesterol  to  300  milligrams 
day  from  435  for  the  average  male. 

Conagra  Inc.  jumped  on  the  bandwi 
on  after  Chairman  Charles  M.  Harj  .'iofi 
suffered  a  heart  attack  and  had  trou)  m 
finding  prepared  foods  that  met  his  n> 
dietary  needs.  This  year, 
launched  a  line  of  Healt 
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WHAT'S  A  'SERVING'? 

Check  those  "suggested  serv- 
ing sizes."  A  cereal  with  six 
grams  of  fiber  per  serving  isn'i 
better  than  one  with  3  grams 
the  portion  is  twice  as  big 


ice  frozen  dinners  that  have  low  fat, 
esterol,  and  sodium  levels.  In  an  un- 
il  display  of  marketing  restraint, 
packages  say:  "This  dinner  is  not 
medy  or  cure  for  heart  disease, 
is  only  one  part  of  a  daily  regi 

for  healthy  living."  Healthy 
ice  already  claims  22%  of  the 
nium  frozen  dinner  market  in 

half  of  the  nation  where  it 
old.  Stouffer  Foods  Corp., 
;h  already  offers  its  Lean 
;ine  to  calorie  counters,  is 
iching  a  similar  line  called 
it  Course. 

raft  General  Foods  Group, 
nation's  largest  food  compa 
has  added  a  raft  of  low-fat  and 
lesterol-free  products,  such  as 
yrer's  Light  ice  milk  and  lower-calorie 
ions  of  its  cream  cheese,  mayon- 
e,  and  sour  cresm.  Borden  Inc.,  too, 
introduced  a  slew  of  products  that 
ade  a  skim  milk  formulated  to  taste 
f  it  had  more  fat.  More  than  half  of 
800  dairy  products  launched  indus- 
nde  last  year  were  nonfat  or  low-fat, 
irding  to  Dairy  Foods  magazine. 
)me  marketers  may  be  a  bit  too  ea- 
to  proclaim  how  little  their  products 
5  of  some  nasty  substance,  though, 
e  the  game  of  portion  sizes.  Many 
led-soup  makers  have  changed  the 
gested  serving  sizes  on  their  labels 
n  2  per  can  to  21/2.  The  can  isn't  any 
^er,  so  the  portions  are  now  actually 
smaller.  That  reduces  the  numbers 
fat,  calories,  and  salt  by  the  same 
)ortion,  even  though  the  soup  itself 
I't  changed.  Serving  sizes  of  diet 
drinks  also  shrank,  from  12  to  6 
ces.  An  FDA  official  notes  that  only 
lie  smaller  size  do  the  drinks  qualify 
"very  low  sodium"  labeling. 
GING  BRANDS.  Similarly,  Kraft  Gen- 
Foods  says  that  its  Philadelphia 
nd  cream  cheese  has  only  half  the 
ries  of  butter  or  margarine — but 
;'s  for  equal  amounts.  A  typical 
near  of  cream  cheese  is  twice  the 
of  a  normal  serving  of  butter,  ac- 
ling  to  FDA  guidelines, 
espite  such  labeling  legerdemain, 
e  public  in- 


A  THOUSAND 
'LIGHTS' 

"Light"  means  only 

what  a  marketer 
says  it  means.  Here, 
it  means  lighter  in 
taste  and  color.  The 
calories  and  fat  are 
the  same 


terest  groups  say  they're  pleased  that  so 
much  attention  is  being  paid  to  health. 
Says  Darlene  A.  Dougherty,  president  of 
the  American  Dietetic  Assn.:  "Because  I 
see  it  as  increasing  the  public's  aware- 
ness, I  see  it  as  a  positive."  By  next 
February,  the  American  Heart  Assn. 
will  even  begin  putting  a  seal  of  approv- 
al, called  the  HeartGuide,  on  products  it 
has  evaluated,  including  oils  and  frozen 
or  canned  foods. 

Nevertheless,  it's  often  difficult  for 
even  the  savviest  consumer  to  use  gen- 
eral notions  of  diet  and  health  to  judge 
specific  brands.  That's  not  entirely  the 
fault  of  marketers,  because  scientific  ad- 
vice is  constantly  changing  and  often 
contradictory.  Experts  had  long  recom- 
mended diets  low  in  saturated  fats  and 
high  in  polyunsaturates,  for  example. 
Consumption  of  saturated  fat  is  linked 
to  higher  blood  cholesterol  levels,  which 
along  with  smoking  and  high  blood  pres- 
sure is  one  of  three  modifiable  risk  fac- 
tors for  cardiovascular  disease.  Th; 
meant  that  animal  fats,  hydrogenat- 
ed  fats,  and  tropical  oils  such  as 
coconut  and  palm  were  out,  while 
corn  and  sunflower  oils 
were  in. 

Some  animal  re- 
search, however. 


indicates  that  high  levels  of  polyunsatur- 
ates may  be  associated  with  a  greater 
risk  of  certain  kinds  of  cancer.  That 
helped  lead  the  National  Research 
Council  to  recommend  limiting  po- 
lyunsaturates to  less  than  10%  of 
overall  calories.  Meanwhile,  mon- 
ounsaturates — something  73%'  of 
the  public  has  never  heard  of,  ac- 
cording to  the  FDA — suddenly  are 
being  portrayed  as  the  hero  in 
the  bunch.  Some  research  has 
found  that  if  it  replaces  satu- 
rated fat,  monounsaturated 
fats — found  in  olive  and  rape- 
seed  oil — may  cut  the  "bad" 
cholesterol  that  forms  arterial 
plaque  without  decreasing  the 
"good"  cholesterol  that  helps  dis- 
solve plaque. 

This  recent  discovery  that  polyunsa- 
turates may  cause  problems  demon- 
strates just  how  treacherous  the  shifting 
sands  of  nutrition  research  can  be. 
While  the  general  injunction  to  eat  a 
variety  of  foods  is  as  true  as  ever,  to- 
day's specific  advice  obviously  could  be 
outdated  tomorrow. 

LIGHT  LOGIC.  Marketing  tactics  don't  ex- 
actly make  matters  clearer.  Take  the 
healthy,  dietetic-sounding  word  "light," 
which  has  little  legal  or  regulatory 
meaning.  Two  leading  marketers  of  olive 
oil,  Bertolli  and  Filippo  Berio,  have  come 
up  with  "light"  products  more  attuned 
to  the  U.  S.  market.  But  these  oils  are 
lighter  only  in  color  and  taste,  not  in 
calories  or  fat.  The  companies  say  the 
products  are  intended  only  to  address 
many  consumers'  dislike  of  strong-tast- 
ing olive  oil.  And  Sara  Lee  Corp.  Chair- 
man John  H.  Bryan  insists  that  his  com- 


'^♦*♦•^*♦♦*- 


♦  ♦  *  ♦ 


♦  ♦ 


4 


♦  ♦  *  -  ^  ♦  ♦       ♦  V'^  ♦ 


V  ^  *  ♦  ♦  ,i 


C  Uifjilal  i^iiiipiiiLiii  (..iirpiiraiion,  1989,  Thi- 1  )ij>il,il  l<>>;o,  Uinilal  has  M  now  and  ALL-IN -1  are  tradeniarks  or  Dij^itai  Lquipiiicnt  Corporaiiun 


SDSDDSD 


"Systems 
integration 
from  Digital 
is  giving  Corning 
an  edge  on 
profitability." 


"Oiir  vision  is  to  unkK"k  the 
potential  of  information  systems  (IS) 
to  improve  profits,  maximize  assets 
and  increase  sales.  To  do  that,  IS  is 
forming  partnerships  with  our  busi- 
ness units  that  foster  quality  solu- 
tions to  help  us  meet  customer  needs. 

"Digital's  architecture  and  inte- 
gration capabilities  help  create  an 
infrastructure  that  lets  us  provide 
low-cost,  centralized  IS  with  the 
benefits  of  distributed  computing. 
So  we  can  develop  a  system  tor  one 
plant  and,  with  minimal  customizing, 
migrate  it  to  others. 

"With  Digital's  ALL-IN-r 
information  network,  users  can  effi- 
ciently share  information  in  a  multi- 
vendor  environment.  And  Digital's 
seamless  communications  let  us  share 
ink)rmatR)n  worldwide  -  from  devel- 
opment laboratories  to  division  sales 
and  marketing  to  plant  lacilities. 
To  make  more  effective  decisions  and 
optimize  return  on  equity. 

"IS  used  to  be  perceived  as  just 
a  backroom  necessity.  Digital  makes 
it  a  strategic  and  organizational 
advantage.  " 

The  rewards  of  working  together. 

Digital's  dexible  architecture 
and  networking  capabilities  give 
businesses  the  ability  to  centralize - 
or  decentralize  -  to  fit  the  way  their 
business  works. 

Today,  with  systems  integration 
that  links  desks  across  your  enter- 
prise. Digital  gives  you  an  elegantly 
simple  way  for  your  people  to  work 
together  more  productively,  more 
creatively,  more  efficiently,  more 
competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 
it 
now 


tor 


Triscuits,  Keebler  Club  crackers,  Kl 
logg's  Cracklin'  Oat  Bran,  Quaker 
Granola  bars,  and  Procter  &  Gambljii 
Crisco.  After  a  brief  fight,  most  com;- 
nies  reformulated  their  products  usij^ 
partially  hydrogenated  oils.  ,^ 

As  for  the  proposition  that  health 
sages  in  food  marketing  are  improvif 
America's  diet,  the  evidence  is  contraci 
tory.  Consumption  of  beef,  which  at 
count  contributed  18%-  to  20%  of  the  s 
urated  fat  that  consumers  ingest,  \  sj^'Sl 
been  falling  since  1976,  as  has  consur 
tion  of  whole  milk.  At  the  same  tii 
people  are  mcreasing  their  consumpt 
of  other  fatty  foods  such  as  cheese  a 
oils.  Sara  Lee  has  just  turned  in  a 
cord  year  of  cheesecake  sales.  A  .4,, 
Americans  will  eat  13  pounds  of  chi 
retzels,  and  popcorn  each  this  year, 
from  8  pounds  in  1979.  "One 
the  things  we  find  about  our 
egory  is  that  consumers  all  ti 
about  wanting  healthier  foodi 
says  Dwight  Riskey,  vice-pni 
dent  of  new  products  at  Fi 
Lay  Inc.  "If  they  have  to  m; 
any  trade-offs  in  indulgen| 
however,  they  won't  buy  it." 
JADED.  The  medical  marketin 
food  could  well  backfire  on 
practitioners,  too.  Even  if 
government  doesn't  step  in 
regulations,  consumers  may 
volt.  Mona  Doyle,  president 
Consumer  Network  Inc.,  a  Ph! 
delphia-based  marketing 
search  firm  that  interviews 
consumers  a  month,  says 
studies  show  "widespread  p 
ception  of  deception  in  adver 
ing  and  labeling,"  especially  o' 
the  issue  of  cholesterol  and  sa 
rated  fat.  "Consumers  felt  tY 
ignorance  had  been  traded  uj 
in  a  very  unfair  way,"  she  sa 

And  similar  episodes  hjf 
proven  to  be  fads.  Riding  a  cal 
um  craze  a  couple  of  years  a; 
marketers  put  extra  calciumi 
everything  from  sodas  to  oraiie 
juice  and  milk,  but  the  produ 
haven't  fared  well. 

Despite  such  doubts,  hes 
pitches  for  food  will  multij 
Shoppers  are  becoming  mi  ;:ojj| 
health-conscious,  research  , 
diet  and  health  is  intensifyi 
and  marketers  are  adding  1| 
usual  ingredients  for  which  tl 
can  make  health  claims.  Gent 
Mills  and  Kellogg  are  market 
cereals    called  Benefit 
Heartwise  that  contain  psyllii 
a  fiber  grown  in  India  that  is 
main  ingredient  in  laxatives  si 
as  Metamucil.  Some  resea; 
has  shown  that  the  grain  n 


pany  wasn't  trying  to  mislead  people 
with  its  Light  Classics  desserts,  which  it 
renamed  to  avoid  a  legal  fight  with  a 
group  of  state  attorneys  general.  The 
"light"  referred  to  the  airy  texture  of 
the  products,  not  to  their  caloric  content. 

In  some  respects,  consumers  are  bet- 
ter-educated than  ever  before  about  nu- 
trition, and  they  have  made  long-term 
changes  in  their  diets  (table).  In  particu- 
lar, they  have  been  thoroughly  con- 
vinced of  the  ills  of  fat  and  cholesterol. 
In  1988,  according  to  the  FDA,  59%  of 
Americans  said  they  had  had  at  least 
one  cholesterol  test,  up  from  35%  two 
years  earlier.  Kraft  research  shows  that 
two-thirds  of  consumers  claim  to  be 
modifying  their  diets  out  of  concern 
over  fats,  cholesterol,  and  oils. 
■SUCH  A  CHARADE.'  But  if  consumers 
are  worried,  they're  also  per- 
plexed. FDA  surveys  show  tre- 
mendous confusion  over  saturat- 
ed fat,  unsaturated  fat,  and 
cholesterol,  and  where  they're 
likely  to  be  present.  And  food 
makers  haven't  always  been 
helpful.  "No  cholesterol"  labels 
have  sprouted  on  everything 
from  cookies  to  bread  to  cooking 
oils,  though  many  of  these  items 
by  definition  have  none  because 
they  are  all-vegetable  products. 
Both  Best  Foods  and  Kraft  in- 
troduced no-cholesterol  mayon- 
naises earlier  this  year,  even 
though  regular  mayonnaise  has 
little  cholesterol  to  begin  with. 
William  R.  Baar,  vice-president 
for  sales  and  marketing  at  Bor- 
den's Dairy  Div.,  thinks  the  food 
industry  is  riding  health  claims, 
and  the  cholesterol  scare  in  par- 
ticular, to  ridiculous  heights. 
"This  is  such  a  charade,  it  is  un- 
believable," he  says. 

And  for  all  the  anticholesterol 
frenzy,  the  evidence  linking  the 
cholesterol  that  people  eat  with 
the  cholesterol  in  their  blood  ap- 
pears to  be  shaky.  Dietary  cho- 
lesterol "may  contribute  remark- 
ably little  to  cholesterol  in  the 
blood  for  most  people,"  says 
Fergus  M.  Clydesdale,  head  of 
the  food  science  department  at 
the  University  of  Massachusetts. 
"For  the  ^'■(■neral  population,  sat- 
urated fat  is  a  bigger  issue." 

If  that  is  the  case,  some  foods 
without  cholesterol  may  contain 
a  nutritional  booby  trap.  From 
cookies  to  crackers  and  potato 
chips,  many  of  the  pro'lucts 
making  no-cholesterol  pitches 
contain  hydrogenated  vegetable 
oil.  Hydrogenation,  which  hard- 
ens oils  for  use  when  baking, 


also  raises  their  saturated-fat  content. 

Many  foods  used  to  contain  the  even 
more  highly  saturated  tropical  oils,  too, 
until  heart-attack  survivor  Phil  Sokolof, 
a  manufacturer  of  building  materials, 
horrified  food  companies  late  last  year 
by  sponsoring  a  series  of  full-page  ads 
in  major  newspapers  entitled  "The  Poi- 
soning of  America."  The  ads  pictured 


such  products  as 


Nabisco's 
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AMERICANS  ARE  SMARTER 
ABOUT  DIET  AND  HEAITH... 

■  What  are  causes  of  high  blood  pressure? 

1979  1983 

Percent  who  mention  fats/cholesterol      6%  16% 

Percent  who  mention  dietary  sodium       12%  34%* 

■  What  things  that  people  eat  or  drink  cause  heart 
disease? 


Percent  who  mention  fats/fatty  foods 
Percent  who  mention  cholesterol 


1983 

29% 
26% 


1986 

43% 
40% 


1988 

35% 
34% 


1988 

55% 
45% 


■  What  things  that  people  eat  or  drink  cause  cancer? 

1983   1986  1988 

Percent  who  mention  fats/fatty  foods  12%  19%  25% 
Percent  who  mention  food  additives       25%    21%  17% 

 ...OR  ARE  THEY?  

Incorrect  responses 
1983   1986  1988 

1.  Is  cholesterol  found  in  vegetables 
and  vegetable  oils,  animal  products, 

or  all  foods  containing  fats?  52%    52%  53% 

2.  Which  kind  of  fat  is  higher  calorie: 
saturated  fats  or  polyunsaturated 

fats,  or  are  they  both  the  same?  35%    37%  40% 

3.  If  a  food  is  labeled  cholesterol-free, 
is  it  also  low  in  saturated  fat,  high  in 

saturated  fat,  or  could  it  be  either?  NA    48%  49% 

4.  Is  a  product  containing  vegetable 
oil  low  in  saturated  fat,  high  in  satu- 
rated fat,  or  could  it  be  either?  NA      NA  42% 

NA  =  Not  available  *  1982  survey 

DID  YOU  KNOW  THE  ANSWERS? 

'10(  p9tojn|Ds  ut  MO|  JO        Jdi^jia      uoo  sjio  3|qo|d6d^  > 
(O)  psioirnos,  ui  MO|  JO  i^6{if  jai^^ja  sq  uoo  pooj  39j^-|Oj3ts3{o^3  £ 
'{U34U03  3iJO|D3  suiDS       3aoi(  $40^  p3tDjn40$unX|od  pUD  p34DJn|09  '2 
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How  I  keep  my  clients  and  myself 

from  doing  time. 


A  lot  of  people  ask  me  where 
find  time  for  everything  I'm  in- 
olved  with.  And  my  answer  is 
Iways  the  same:  I  don't  find  time, 
make  it. 

Proper  time  management 
as  always  been 
le  key  to  my 
rofessional 
fe. 


You  can't  overestimate  the  critical 
nportance  of  time  management.  Keep 
ourself  organized.  Take  full  advantage  of 
very  waking  hour  Eliminate  "dead  time" 
y  working  whenever  possible.  On  the  bus 
)n  the  plane.  In  your  can  Wherever 


have  it  typed  and  ready  to 
go  by  the  next  day.  Why,  I 
can  even  leave  a  message 
for  an  associate,  or  any- 
one else  on  my  staff  And 
they're  sure  to  get  it. 
I  also  carry  my  Dictaphone 
portable  for  any  ideas  that 
come  up  while  on  the  road.  Any 
good  lawyer  has  secrets.  Tricks 
of  the  trade.  But  nothing  takes  the  place  of 
effective  time  management.  And  nothing  helps 
you  manage  your  time  more  effectively  than 


Dictaphone  equipment.  It's  one  of  the  ways  I  keep 
I  have  many  valuable  time-saving  tools:    my  clients-and  myself-from  doing  unnecessary 
ly  car  phone,  my  fax,  my  lap-top  computer,    time.  Dictaphone.  Time  Management."' 
nd  my  Dictaphone  equipment. 


ieing  able  to  dictate  memoranda,  notes, 
otters,  and  briefs  saves  me  enormous 
mounts  of  time. 

When  I'm  on  the  road,  for  exam- 
le,  I  can  dictate  a  letter  to  my  secretary 
ny  hour  of  the  day  or  night.  Even  if 
le's  not  there,  she'll  receive  it  and 


r 


CaU  1-800-433-0880 

for  more  informacion.  Or  mail  to: 

Dictaphone  Corporation,  3191  Broadbridge  Avenue 

Stratford,  CT  06497-2559 


GBW  1099] 


Company 


City 


Hp  Dictaphone 

A  Pitney  Bowes  Company 


:t^hone'  and  Time  Management  are  liademarks 
Dictaphone  Corporation.  Stratford,  CT  ©1989  Dictaphoi 


reduce  blood  cholesterol.  And  a  whole 
generation  of  new  artificial  fats,  includ- 
ing NutraSweet  Co.'s  Simplesse  and 
p&g's  olestra,  is  likely  to  start  showing 
up  in  America's  food  before  too  long. 

P&G  boasts  that  olestra  alone  could  cut 
overall  fat  consumption  to  34%  or  35%  of 
total  calories  from  the  current  37%'  just 
on  the  basis  of  the  limited  uses  in  prod- 
ucts such  as  potato  chips  and  cooking 


oils  for  which  it  has  sought  FDA  approv- 
al. Kraft  General  Foods  is  introducing 
Sealtest  Free  nonfat  ice  cream,  using, 
cellulose  gel  instead  of  butterfat. 

Still  more  claims  will  come  as  market- 
ers find  evidence  to  bolster  health  pitch- 
es for  existing  products.  Even  now, 
there  is  evidence  from  animal  studies 
that  rice  bran  may  be  a  cholesterol-low- 
ering agent.  That  could  mean  that  anoth- 


er humble  staple  will  soon  enjoy 
same  apotheosis  as  the  oat.  After 
strange  things  can  happen  when  marl) 
ing  and  medicine  meet. 

By  Zachary  Schiller  in  Clevela 
with  Russell  Mitchell  in  Minneapo\ 
Wendy  Zellner  in  Battle  Creek,  Lois 
?ien  in  Chicago,  Andrea  Rothman  and 
lecia  Konrad  in  New  York,  and  bureauf 
ports 


SURE,  YOU'RE  BUSY.  THAT'S  NO  REASON  NOT  TO  EAT  RIGHT 


Ei 


Ixecutives  are  supposed  to  be 
good  at  planning  and  follow- 
I  through.  So  establishing  a  diet 
and  sticking  to  it  ought  to  be  easy  for 
them.  That's  what  dietician  Ruth  E. 
Lahmayer  thought — until  she  started 
giving  advice  to  60  IBM  managers  each 
week  as  part  of  a  training  program  in 
Atlanta.  "I  had  heard  that  IBMers  have 
got  it  together,"  she  says.  "But  not 
when  it  comes  to  eating  right.  They  tell 
me  they  don't  focus  on  their  diet  be- 
cause they're  so  focused  on  their  jobs." 

Sound  familiar?  You  may 
be  thinking  about  changing 
your  eating  habits  and  lead- 
ing a  healthier  life.  But 
chances  are  you're  a  slave  to 
hectic  travel  schedules,  long 
days  at  the  office,  and  repeat- 
ed restaurant  and  airplane 
meals.  And  the  task  may 
seem  impossible. 

But  it's  not.  Joseph  L.  Auri- 
chio,  chief  executive  officer  at 
Kearney-National  Inc.,  an 
electrical-equipment  maker, 
changed  his  diet  and  began 
exercising  four  years  ago  af- 
ter finding  his  cholesterol  lev- 
el was  sky-high.  He  started 
planning  his  meals,  avoiding 
certain  foods,  and  insisting  on  what  he 
wanted  at  restaurants  and  on  air- 
planes. "It  can  be  difficult,"  Aurichio 
says  of  his  new  lifestyle.  But  he  thinks 
the  results  are  worth  it:  His  cholesterol 
has  declined  to  200  from  280. 
YUMMY  FAT.  You  don't  need  to  load  up 
on  oat  bran  or  any  other  "magic"  food 
to  etit  better.  Nutritionists  generally 
agree  that  most  people  can  reduce 
their  r:-.k  of  heart  disease  and  certain 
cancers  liy  following  simple  guidelines: 
Eat  a  lot  moi-e  fruits,  vegetables,  and 
whole  grains,  an-l  eat  less  salt  and  fat, 
particularly  saturated  fat.  While  the 
message  is  simple,  carrying  it  out  is 
not.  Processed  and  restaurant  foods 
are  full  of  fat — for  good  reason:  Fat 
makes  food  taste  good. 
A  nutritionist  can  help  you  fit  good 


food  into  a  busy  life  and  offer  tips  to 
keep  your  taste  buds  from  atrophying. 
Health  clubs  and  corporate  fitness  cen- 
ters often  have  nutritionists  on  staff. 
Some  recommendations  they're  likely 
to  make:  In  restaurants,  order  big  help- 
ings of  vegetables,  steamed  to  pre- 
serve the  nutrients.  Some  executives 
carry  packets  of  special  seasonings 
such  as  Mrs.  Dash  to  Hven  up  veggies 
without  salt  or  sauces. 

Salads  are  a  great  choice,  of  course, 
but  drowning  the  greens  in  fat-laden 


KO-NO  rooDS 

Fried  meats 
Bacon  and  eggs 
French  fries 
Microwave  popcorn 
Mayonnaise 
Corned  beef 
Ice  cream 


YES-YES  FOODS 

Grilled  or  broiled  fish 
Oatmeal  and  fruit 
Baked  potato 
Air-popped  popcorn 
Mustard 
Turkey  breast 
Nonfat  frozen  yogurt 


dressing  defeats  their  purpose.  For  a 
lean  but  tasty  salad,  Lahmayer  recom- 
mends the  dip-and-stab  method:  Order 
dressing  on  the  side,  dip  your  fork  in 
it,  and  then  stab  the  greens.  "You'll 
use  half  or  less  the  usual  amount  of 
dressing  that  way,"  she  says. 

Many  restaurants  will  accommodate 
special  needs.  But  call  ahead.  Aurichio, 


57,  is  on  the  Pritikin  diet,  with  fat  i 
stricted  to  10%  of  total  calories.  He  ai 
his  wife,  Ann,  frequent  the  Foro  Itali 
restaurant  in  Manhattan,  where  own 
Joseph  Orlandi  whips  up  a  speci 
whole  wheat  pasta  primavera  topp< 
with  oil-free  marinara  for  the  coup) 
"You  can  get  it  done.  You  just  have 
speak  up  for  yourself  and  not  be  afra 
to  be  different,"  says  Ann. 
I'M  THE  VEGGIE.  Leery  of  making  a  fu 
when  you're  dining  out  with  guests? 
you're  a  restaurant  regular,  the  ch 
may  be  willing  to  keep  a  rt 
ord  of  your  needs.  That  cou 
keep  discussions  with  tl 
waiter  to  a  minimum.  Son 
restaurants  will  also  keep 
favored  custom.er's  no-oil  s; 
ad  dressing  or  other  speci 
foods  in  the  cooler. 

Even  airlines  are  providii 
healthier  meals.  Many  trav 
agents  will  list  your  pref( 
ence  for  a  fruit  plate  or  lo' 
cholesterol  dinner  on  th€ 
computers  and  book  it  aloi 
with  your  aisle  seat.  Inti 
duce  yourself  as  "the  veget£ 
ian  meal"  to  the  flight  atte 
dant  so  the  right  meal  gets 
you. 

Traveling  the  rubber-chicken  circui 
You  may  not  have  a  choice  of  dishes 
many  conventions  and  large-meetii 
lunches  and  dinners,  but  you  can  usu; 
ly  ask  the  waiter  for  a  fruit  or  vegel 
ble  plate. 

If  you  put  in  long  hours  at  the  des 
even  the  vending-machine  burritos  a 
look  tempting  when  hunger  pangs  I 
at  9  p.m.  Instead,  buy  an  electric  a 
popper  for  no-oil,  no-salt  popcorn 
your  office. 

Healthy  eating  demands  commri 
ment  and  effort.  But  it  pays  off.  Mai' 
who  trim  fat  from  their  diets  reportt 
higher  energy  level.  "That's  really  n" 
incentive  now,"  says  Aurichio.  "It's 
so  much  disease  prevention  anymore 
just  feel  so  much  better." 

By  Russell  Mitchell  in  Minneapo 
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WHERE  DOES  THE  HEALTH  END 
AND  THE  HYPE  BEGIN? 
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Making  sense  of  oat-bran  mania,  the  sugar  blues,  and  other  dietary  disputes 


umerous  studies  by  the  National 
Cancer  Institute,  the  National  Re- 
search Council,  and  others  support  the 
adage:  "You  are  what  you  eat. "  No 
question,  food  can  play  a  major  role  in 
cancer,  heart  disease,  osteoporosis,  hy- 
pertension, and  other  diseases. 

But  determining  whether  particular 
foods — the  fiber  in  All-Bran  or  the  un- 
saturated fats  in  rapeseed  oil — can  ac- 
tually help  prevent  a  disease  such  as 
cancer  is  no  simple  matter.  Some  stud- 
ies, for  example,  indicate  that  people 
with  high-fiber  diets  have  lower  choles- 
terol levels  and  rates  of  certain  can- 
cers. Saturated  fat?  Too  much  can  fos- 
ter heart  disease.  But  too  much 
polyunsaturated  fat  could  make  peo- 
ple more  susceptible  to  cancer. 

Small  wonder  that  consumers  often 
suffer  from  their  zeal  to  follow  the  lat- 
est dietary  dictums.  Reports  are  on  the 
rise  of  middle-class  children  under- 
nourished  by  low-fat  diets.  One  study 
found  that  high-income  women  who 
avoided  meat,  eggs,  and  milk  to  cu  t  fat 
in  their  diets  also  reduced  beneficial 
nutrients  such  as  zinc,  iron,  i>itamin 
B-6,  and  magnesium.  And  the  women 
didn't  cut  their  fat  intake.  They  re- 
placed "bad"  foods  with  fat-rich  cheese, 
desserts,  and  salad  dressings. 

So  what's  a  person  to  eat?  The  best 
advice  is  probably  the  least  exciting. 
Follow  those  age-old  maxims:  modera- 
tion, variety,  and  balance.  "No  single 
food  product,  no  matter  how  benefi- 
cially formulated  or  how  badly  formu- 
lated, by  itself  is  going  to  help  or  hurt 
you, "  says  Jeffrey  B.  Blumberg,  asso- 
ciate director  of  the  Agriculture 
Dept.  's  Human  Nutrition  Research 
Center  on  Aging  at  Tufts  University. 

Still,  it  helps  to  know  the  virtues — 
and  pitfulls — of  various  foods.  Here's 
what  ^hc  !ntest  scientific  studies  show. 


FIBER: 


ministration  was  reluctantly  forced  to  go 
along,  in  part  because  the  claims  were 
endorsed  by  the  National  Cancer  Insti- 
tute. Since  then,  food  products  boasting 
fiber  from  oat  bran  to  psyllium  have 
proliferated. 

But  the  fiber-cancer  connection  is  still 
based  mainly  on  studies  of  diets  in  other 
countries.  The  results  of  animal  studies 
and  other  laboratory  experiments  in  the 
U.  S.  have  been  inconclusive.  Fiber,  how- 
ever, does  seem  to  reduce  intestinal  pol- 
yps, a  precursor  to  colon  cancer.  A  four- 
year  study  at  New  York's  Cornell 
Medical  Center  and  Memorial  Sloan-Ket- 
tering  Cancer  Center  found  that  polyps 
shrank  in  some  test  subjects  who  ate 
two  bowls  of  Kellogg's  All-Bran  daily. 

The  role  of  fiber  in  heart  disease  is 
also  murky.  In  one  study,  men  who  ate 
1  Va  cups  of  oat  bran  each  day  did  indeed 
bring  their  cholesterol  levels  down  as 
much  as  147f.  But  how  does  oat  bran  do 
it?  Scientists  know  the  liver  uses  choles- 
terol to  make  bile  acids.  The  soluble  fi- 
ber found  in  oat  bran  may  attach  to  bile 
acids,  causing  them  to  be  excreted  from 


the  body.  When  that  happens,  the  liv| 
takes  more  cholesterol  out  of  the  blo( 
stream  to  replace  the  bile  acids.  Oi 
problem:  Soluble  fiber  found  in  beaij| 
which  also  can  reduce  cholesterol  in  tf 
bloodstream,  does  not  bind  bile  acids,  y 

But  that's  not  to  say  fiber  is  a  was: 
Dr.  Victor  Herbert,  a  professor 
Mount  Sinai  School  of  Medicine  in  N(  ■'■'^ 
York,  wary  of  the  cancer  and  heart  fir 
ings,  still  advises  American  to  consur 
20  to  30  milligrams  of  fiber  a  day.  "\ 
good  for  regularity,"  he  says. 


SALT  AND  SUGAR:  CUT  DOWN 
ON  CUTTING  DOWN 


m 


When  concerns  over  the  health  effec 
of  diet  began  to  surface  more  than 
years  ago,  salt  and  sugar  were  demoi  '■'^ 
But  these  days,  they  are  less  importai 
The  National  Research  Council  si 
maintains  that  a  long-term  high-si 
intake  is  strongly  linked  to  high  bio 
pressure.  Recent  research,  however, 
proving  that  this  may  be  simplistff^s  to 
"Accusing  sodium  intake  of  causing  \ 


Kellogg  Co.  -tarted  the  fiber  fad  in  1984 
when  its  All-'' ran  flakes  hit  the  shelves 
with  a  label  aj.nouncing  that  the  cereal 
might  be  helpful  in  preventing  some 
kinds  of  cancer.  The  Food  &  Drug  Ad- 
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ension  is  an  overgeneralization," 
;  John  W.  Erdman,  a  University  of 
ois  professor  of  food  science. 
3r  one  thing,  sodium  is  not  the  only 
sral  that  affects  blood  pressure.  De- 
ncies  of  calcium  and  magnesium 
contribute.  And  of  the  15%  to  11% 
.mericans  genetically  prone  to  hyper- 
ion,  only  half  are  sensitive  to  salt, 
e  they  can't  yet  be  identified,  the 
ce  to  everyone,  especially  blacks 
)  have  an  unusually  high  rate  of  hy- 
ension)  and  people  who  have  a  histo- 
if  hypertension  in  their  families,  re- 
is:  Limit  your  salt  intake  and  keep 
jrals  in  balance. 

igar  is  a  big  source  of  calories  and  a 
;e  of  cavities,  but  otherwise  don't 
ry  about  it.  But  do  artificial  sweeten- 
help  curb  obesity?  "They  are  not  a 
:ic  bullet,"  says  Fergus  M.  Clydes- 
,  of  the  University  of  Massachusetts' 
I  science  school.  Indeed,  studies  indi- 
that  many  people  who  use  artificial 
eteners  actually  consume  more  sug- 
-the  Sweet  'N  Low-in-the-coffee, 
;olate-cake-for-dessert  syndrome. 

CiUM:  A  BONE-BUILDER 

,ND  MUCH  MORE  

a  decade,  studies  have  indicated  that 
embrittlement  of  bones  in  the  elder- 
osteoporosis — might  be  linked  to  a 
of  calcium  in  the  diet.  What  may 
re  to  be  the  definitive  study  was  re- 
ed last  November.  Scientists  at  the 
versity  of  Southern  California 
ked  a  group  of  65-year-olds  for  15 
"S,  dividing  them  into  three  groups, 
)rding  to  calcium  intake.  At  the  end 
.he  study,  those  who  ranked  in  the 


highest  third  for  calcium  consumption 
had  60%'  fewer  hip  fractures  than  those 
in  the  lowest  third  of  the  group.  These 
effects  can  be  reduced  by  eating  too 
much  protein.  In  1987,  researchers  found 
a  link  between  high-protein  diets  and  os- 
teoporosis. Another  study  shows  that  if 
protein  intake  is  doubled,  507'  more  cal- 
cium is  lost  in  urine.  The  National  Cen- 
ter for  Health  Statistics  says  children 
eat  twice  as  much  as  the  recommended 
levels  of  protein,  the  average  middle- 
aged  m.an  eats  60%  more  than  recom- 
mended, and  the  average  middle-age 
woman  25%  more,  so  many  Americans 
could  be  calcium-deficient. 

But  preliminary  research  now  indi- 
cates that  calcium  may  also  help  protect 
against  colon  cancer.  According  to  Dr. 
Martin  Lipkin,  a  gastroenterologist  at 
Memorial  Sloan-Kettering,  calcium  has 
reduced  drug-induced  colon  cancer  in 
rats.  And  in  the  test  tube,  calcium  can 
decrease  the  cancer-like  rapid  growth  of 
colon  cells.  Moreover,  studies  of  popula- 
tions with  high-calcium  diets — Finland 
and  Denmark,  for  example — show  that 
they  have  fewer  colon  cancers.  Now, 
studies  are  under  way  in  which  people  at 
risk  for  colon  cancer  are  given  1,200-to- 
2,000-milligram  supplements  of  calcium. 

FATS:  THE  IDEAL 

POINT  OF  SATURATION  

Most  of  us  eat  a  diet  that  is  about  37'' 
fat,  13%  of  it  made  up  of  saturated  oils. 
The  experts,  however,  recommend  that 
your  diet  contain  no  more  than  307  fat, 
with  saturated  fat  just  10%  of  that  total. 

For  good  reason.  There  is  a  link  be- 
tween saturated  fats  and  obesity.  And 


saturated  fats  contribute  to  high  blood 
cholesterol — a  risk  factor  for  heart  dis- 
ease, even  though  the  effect  of  lowering 
cholesterol  levels  on  longevity  is  a  sub- 
ject of  scientific  dispute  (page  128).  "The 
amount  of  cholesterol  produced  by  the 
body  and  the  rate  it  is  removed  from  the 
bloodstream  is  controlled  in  part  by  sat- 
urated fat,"  says  Mark  A.  Kantor,  a 
food  and  nutrition  specialist  at  the  Uni- 
versity of  Maryland.  Saturated  fat  raises 
the  level  of  low-density  lipoproteins 
(LDLs),  the  substances  in  the  blood  that 
carry  cholesterol  and  seem  to  be  in- 
volved in  building  deposits  in  arteries. 

Dr.  Ernst  J.  Schaefer,  chief  of  the  lip- 
id metabolism  laboratory  at  Tufts  Uni- 
versity's Human  Nutrition  Research 
Center  on  Aging,  says  reducing  saturat- 
ed fat  consumption  by  50%  may  lower 
blood  cholesterol  twice  as  much  as  a 
similar  drop  in  dietary  cholesterol. 

As  an  alternative  to  saturated  fats, 
veget<ible-based  polyunsaturates  can  re- 
duce total  cholesterol  levels  in  some  peo- 
ple. But  there  may  be  a  trade-off:  High 
levels  of  polyunsaturated  fats  may  be 
culprits  in  breast  and  colon  cancer.  A 
fatty  acid  called  Omega  6,  found  in  vege- 
table oils,  seems  to  promote  tumors,  ac- 
cording to  Nitin  Telang,  a  biochemist  at 
Memorial  Sloan-Kettering.  In  contrast, 
studies  show  that  a  diet  rich  in  the  fatty 
acid  Omega  3 — found  in  fish  and  soy- 
bean oil — seems  to  retiird  tumor  growth. 

Even  better  are  monounsaturated  fats 
found  in  olive  and  rapeseed  oil.  They 
reduce  LDL  levels  without  lowering  lev- 
els of  "good"  cholesterol,  called  HDL,  for 
high-density  lipoprotein,  that  removes 
arterial  plaque.  Nor  have  these  oils  yet 
been  implicated  in  cancer.  In  Greece  and 
Italy,  where  lots  of  ohve  oil  is  consumed, 
heart  disease  and  cancer  rates  are  low. 

NUTRITION  IN  THE  FUTURE: 

FOODS  THAT  FIGHT  AGING  

It's  still  very  controversial,  but  some  sci- 
entists think  diet  can  help  stave  off  the 
effects  of  aging.  One  who  does  is  Tufts 
University's  Blumberg,  who  is  studying 
the  effects  of  a  group  of  substances  that 
are  antioxidants:  vitamin  C,  beta  caro- 
tene, and  vitamin  E. 

Antioxidants  sop  up  rogue  oxygen  at- 
oms, called  free  radicals,  that  some  re 
searchers  believe  roam  through  the 
bloodstream,  wreaking  havoc  on  cells 
and  organs  and  increasing  aging  effects 
and  the  risk  of  cancer.  Referring  to  a 
study  soon  to  be  published  in  the  New 
England  Journal  of  Medicine,  Blum- 
berg says  that  "dietary  supplements  of 
antioxidants  are  associated  with  a  re- 
duced risk  of  cataracts.  We  also  found 
that  supplements  of  vitamin  E  can  sub- 
stantially boost  the  immune  system." 

But  not  all  scientists  hold  these  views. 
A  massive  diet  study  from  the  National 
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actual  character  that  represents  Egghead  Dis-  were  growing.  Unfortunately,  their  commul, 

count  Software^"  America's  leading  software  tions  system  wasn't  growing  along  with  thdl; 

retailer.  And  this  is  his  story.  So  they  talked  to  us.  And  through  the  effortS'r 


■cm 


Egghead,  Professor  Egghead,  and  Egg  words  are  trademarks  of  Egghead  Discount  .Software.  ©  1988  Egghead 


help  him  grow. 


four  Account  Managers  and  his  support 
we  carefully  analyzed  the  problem.  And 
I  weekend  (no,  that's  not  an  error)  we 
ed  a  customized  new  system  that  improved 
;ncy,  dramatically  reduced  network  costs, 


and  left  plenty  of  room  for  growth. 

You  see  at  GTE,  it's  not  just  communications 
we  offer,  it's  solutions.  Call 
us.  No  matter  what  size 
you  are.  Call  1-800-225-5483. 


THE  POWER  IS  ON 


Research  Council  recommends  against 
such  dietary  supplements.  And  Dr. 
Wayne  R.  Bidlack  of  USC  says:  "I  think 
some  of  the  claims  being  made  about 
beta  carotene  are  bordering  on  fraudu- 
lent. A  normal  diet  with  the  recommend- 
ed levels  of  vitamins  E,  C,  and  beta  caro- 
tene will  protect  against  free  radicals." 

Blumberg  acknowledges  the  criticism 
but  says:  "You  don't  need  supplements 


if  you  comply  with  their  guidelines  to 
eat  six  half-cup  portions  of  vegetables  a 
day  and  three  fish  meals  a  week.  But 
many  people  don't  eat  appropriately  or 
can't  absorb  enough  nutrients." 

Will  "antiaging"  foods  become  the 
next  dietary  fad?  "I  know  it's  going  to 
happen,  because  we  have  food  company 
reps  passing  through  our  labs  all  the 
time,"   says   Blumberg.   He  suggests 


these  products  will  probably  be  inn 
form  of  high-nutrient  foods  for  oj 
people  who  don't  eat  much.  With  nejj 
20%  of  the  population  projected  to 
older  than  65  in  2000,  this  could  bei 
other  lucrative  tool  for  food  market; 

By  Naomi  Freundlich  in  New  York,  )i 
Wanda  Cantrell  in  Chicago.  Laura  Jet^ 
in  Boston,  and  Peter  Hong  in  Washin.ti 
Cover  Story  continues  on  paget 


BIOOD  PRESSURE  IS  RISING  IN  THE  CHOIESTEROL  DEBATE 


These  days,  guests  at  cocktail  par- 
ties are  as  likely  to  exchange  lip- 
id levels  as  tennis  scores.  React- 
ing to  a  barrage  of  publicity  by  the 
federal  government,  millions  have 
rushed  to  their  doctors  for  a  cholester- 
ol count.  To  cut  cholesterol — and,  they 
hope,  the  risk  of  fatal  heart  disease — 
Americans  have  replaced  bacon  and 
eggs  with  oat  bran  muffins,  shunned 
red  meat,  and  sworn  off  rich  desserts. 

But  some  medical  experts  are  chal- 
lenging the  theory  that  cutting  down 
cholesterol  is  the  key  to  a  longer  life. 
The  debate,  which  has  been  simmering 
in  the  medical  community  for  several 
years,  was  thrust  into  the  public  eye 
by  an  article  in  the  September  issue  of 
The  Atlantic  that  attacked  the  scientif- 
ic basis  for  reducing  cholesterol. 

Most  of  the  dissenters  agree  that 
cholesterol  is  a  factor  in  forming  the 
fatty  deposits  that  cause  heart  disease. 
Nor  do  they  dispute  that  the  right  diet 
can  lower  blood  cholesterol  by  as  much 
as  10%.  But,  they  argue,  just  how  im- 
portant an  overall  role  it  plays  is  still 
to  be  determined.  High  blood  pressure, 
smoking,  obesity,  and  the  influence  of 
genes,  age,  and  sex  are  also  important. 
"Cholesterol  is  being  looked  at  as  the 
sole  risk  factor,  but  it's  not,"  says  Rob- 
ert E.  Olson,  professor  of  medicine  and 
pharmacology  at  the  State  University 
of  New  York  at  Stony  Brook. 
DANGER  ZONE.  The  National  Heart, 
Lung  &  Blood  Institute  (NHLBD  set  off 
the  national  obsession  with  cholesterol 
in  1985  when  it  launched  the  National 
Cholesterol  Education  Program.  Its 
message:  People  with  high  levels  of 
cholesterol  in  their  blood — 240  milli- 
gram n  per  deciliter  or  200  milligrams  if 
comi)i;iod  with  other  risk  factors  such 
as  smol-ing  or  high  blood  pressure — 
have  a  hi;;her  risk  of  heart  disease. 
That  put  o;,e-third  of  the  adult  popula- 
tion in  the  danger  zone. 

From  the  start,  the  effort  was  con- 
troversial. "We  had  to  vote  on  the  pro- 
gram five  time.s  before  it  passed,"  re- 
calls Dr.  Eliot  Corday,  a  clinical 


professor  of  medicine  at  the  University 
of  California  at  Los  Angeles  School  of 
Medicine.  But  early  this  year,  the  Na- 
tional Research  Council  went  further. 
It  reported  that  a  10%  drop  in  serum 
cholesterol  levels  can  cut  the  risk  of 
heart  disease  by  20%.  To  get  there,  it 
said,  cut  back  on  saturated  fats  and 
cholesterol  and  eat  more  fiber. 

Although  the  scientific  research  be- 
hind that  advice  includes  hundreds  of 


SUNY  PROFESSOR  OLSON:  THE  GOVERNMENT 
IS  GUILTY  OF  SCARE  TACTICS 


published  studies,  two  were  pivotal  in 
setting  current  recommendations.  And 
neither  is  conclusive.  The  first,  an  on- 
going study  called  the  Framingham 
Heart  Study,  has  followed  the  diet  and 
serum  cholesterol  levels  of  an  entire 
Massachusetts  town  for  over  30  years. 
The  results  show  a  link  between  high 
blood  cholesterol  levels  and  a  higher 
rate  of  heart  attacks,  says  Peter  Wil- 
son, director  of  laboratories  for  the 
study.  But  when  scientists  went  back 


later  to  examine  the  link  with  di 
he  says,  the  results  were  inconclusi] 

The  second  study,  completed  in  II 
and  sponsored  by  nhlbi,  followed 
seven  years  nearly  4,000  middle-aj 
men  who  had  serum  cholesterol  le 
averaging  290.  The  objective:  meas 
how  a  cholesterol-reducing  drug  aff( 
ed  the  heart-attack  rate.  The  s 
showed  a  20%  drop  in  heart  attacks 
men  taking  the  drug.  But  those 
took  the  drug  had  the  same  mortal 
rate  as  those  who  took  a  placebo. 
EATING  SCARED.  Another  more  rece: 
completed  study,  this  one  designed 
see  if  those  with  above-average  cho. 
terol  levels  benefit  from  a  change 
diet,  came  to  a  similar  conclusion. 
Multiple  Risk  Factor  Intervention 
al,  begun  in  1982,  looked  at  12,866  hi] 
risk  men.  "After  seven  years,  we  s| 
no  difference  in  the  mortality  rate 
people  who  followed  a  cholesterol 
ering  diet,"  says  UCL.\'s  Corday. 

To  Olson  and  others,  the  govi 
ment's  call  for  changing  the  habits 
60  million  adults — without  clear 
dence  that  it  will  help — is  tantamoi 
to  scare  tactics.  "This  program 
made  people  with  what  I  consider 
serum  cholesterol  afraid  of  what 
eat,"  says  Olson.  What's  more,  stu^ 
show  that  half  the  people  with  hi 
blood  cholesterol  do  not  respond  to 
etary  changes,  anyway,  because  ge 
ics  play  the  dominant  role.  But  un< 
the  NHLBI  guidelines,  millions  might 
treated  with  costly  drugs. 

The  NHLBI,  however,  defends  its  ; 
sition.  "The  public  wants  advice  six 
reducing  the  risk  of  heart  dises 
now,"  counters  Mark  A.  Kantor,  a 
tritionist  at  the  University  of  Ma 
land.  But  NHBLI  is  also  trying  to  }f 
some  better  data.  It  intends  to  stari 
new  clinical  test  to  determine  if  worn 
and  the  elderly  can  benefit  from  k- 
ered  cholesterol.  This  is  welcome  ne> 
to  scientists  who  think  it  makes  m<3 
sense  to  find  out  who  can  really  3 
helped  before  writing  a  prescription 
By  Naomi  Freundlich  in  New  Yc- 
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COVER  Of 
I 


THE 
PICTURE  OF 
HEALTH. 


The  more  physicians  can 
see  inside  a  patient,  the 
more  information  they  can 
gather.  The  more  insightful  their 
diagnoses  can  be.  And,  of 
course,  the  more  hope  there  is 
for  the  patient. 

Toshiba's  cardiovascular 
angiographic  systems  offer 
doctors  new  ways  to  take  pictures 
of  what's  inside  the  human  heart 
faster,  easier  and  with  more 
accuracy  than  ever  before. 

Now  doctors  can  see  mul- 
tiple images  simultaneously. 
Images  can  be  enlarged.  And 
computer- enhanced  color  can  be 
added  to  increase  information 
and  diagnostic  capability. 

Throughout  all  our  medical- 
related  technologies,  from  X-rays 
and  computer  tomography 
scanners  to  magnetic  resonance 
imaging  and  imaging  processing, 
Toshiba's  vision  has  always 
been  clear:  to  build  the  most 
sophisticated  diagnostic 
equipment  in  the  industry. 

Not  just  for  the  health  of 
our  business,  but,  more 
importanUy,  for  the  health  of  the 
people  who  need  it. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information,  write  Toshiba  America  Medical  Systems,  Inc  .2441  Michelle  Drive.Tustin,CA92680or  call  1-800-421-1968 


The  client  is  in  Atlanta.  The  opportunity  is  in  Bangkok. 
And  the  experts  who  arranged  the  deal— and  made  it  work—; 
are  the  global  currency  specialists  at  Citicorp. 

Corporations  and  investors  who  want  to  take  advan- 
tage of  the  expanding  trade  and  capital  flows  of  the  newly 
industrialized  countries  face  many  challenges.  To  siicceed, 
they  need  innovative  solutions.  The  kind  that  only  Citicorp^  % 
unparalleled  global  network  can  provide.  i 

Citicorp.  Number  one  in  foreign  exchange.  5 


CITICORPO' 


Just  A  Fbw  Of  The  Peripherals 
Altos  Computers  Work  Well  With. 


No  matter  what  tools  you  use  to  perform  your  job,  there's 
an  Altos  computer  to  help  you  get  more  out  of  them. 

Altos  multi-user  computer  systems  are  based  on  Intel's* 
powerful  386 "microprocessor  They  integrate  industry 
standard  UNIX'and  MS-DOS"  software,  and  support  PICK" 
and  THEOS*environments. Giving  you  access  to  an 
endless  array  of  the  most  powerful  software  applications 
available,  including  many  developed  specifically  for  Altos. 

So  whether  your  desk  is  in  a  wholesaling  operation, 
on  a  mariufacturing  floor,  in  a  medical  or  dental  practice, 
or  in  corporate  headquarters,  Altos  has  a  solution  to  help 
you  do  v-  hatever  you  do  better 

Bettei  yet,  Altos  computers  are  supported  by  more  than 
a  thousai  d  Altos  Value  Added  Resellers,  who  will  con- 
figure, customize,  install  and  service  your  entire  system. 


The  Altos  386  Series  500, 1000  and  2000  family  can 
handle  up  to  64  users.  And  any  program  that  runs  on 
one  Altos  computer  will  run  on  them  all. 

For  more  information  on  Altos  and  If 
the  name  of  the  nearest  I 
VAR  specializing  in  your 
area  of  business,  just  call 
1-800-ALTOS-US. 

We'll  work  well  with  you 
no  matter  what  you  do 


car 
61  u 


UNIX  is  a  registered  trademark  of  AT&T.  MS-DOS  is  a  registered  trademark  of  Microsoft  Corporation. THEOS  is  a  registered  trademark  of  THEOS  Software  Corporation.  PICK  is  a  registered  trademark  of  PICK  System; 
Intel  and  386  are  registered  trademarks/trademarks  respectively  of  Intel  Corporation.  The  Altos  logo  is  a  trademark  of  Altos  Computer  Systems.  ©1989.  Altos  Computer  Systems. 


Commentary/by  John  Carey 


NOW  THAT  I'VE  READ  THE  LABEL,  WHAT'S  IN  THE  PACKAGE? 


^ity  the  poor  consumer.  Most  of 
"us  do  want  to  eat  healthier, 
more  wholesome  foods.  But 
ing  out  what  foods  really  have  in 
a  can  be  tough.  Roughly  half  the 
lucts  we  buy,  from  bologna  to 
:ies,  don't  come  with  any  nutrition- 
formation  on  their  packages  at  all. 
the  information  we  do  get  is  often 
ear.  "Right  now,  consum- 
ire  being  kept  in  the  dark," 
;  Bruce  A.  Silverglade,  le- 
director  for  the  Center  for 
nee  in  the  Public  Interest. 
1  the  absence  oi  adequate 
!  labels,  consumers  can  be 
)usly  misled  by  food  com- 
ies'  bold  health  "mes- 
;s."  A  first  step  to  end  the 
iptions  and  guessing  games 
Id  be  to  put  information  on 
e  foods.  The  problem  is 
the  industry  shows  little 
nation  to  do  so  on  its  own, 
the  Food  &  Drug  Adminis- 
ion  requires  nutritional  la- 
.  only  when  a  product 
es  claims  of  nutritional  val- 
As  a  result,  shoppers  often 
i  no  way  of  knowing  how 
h  sodium  lurks  in  bacon  or 
kers.  And  whole  categories 
)od  such  as  fresh  meats  are 
ide  the  fda's  purview. 
:r  facts.  Another  key  step 
ringing  the  nutrition  label 
;o  date.  Scientists  now  rec- 
lend  that  Americans  eat 
saturated  fat  and  sugar 
more  fiber  and  complex 
lohydrates.  But  current  la- 
typically  total  up  calories, 
-eins,  carbohydrates,  fat, 
sodium  and  list  only  select- 
v^itam.ins  and  minerals.  At 
least,  nutritionists  say,  la- 
should  include  levels  of  fi- 
cholesterol,  saturated  fat, 
sugar.  Serving  sizes  should 
standardized  so  a  company 
t  make  a  high-salt  or  high- 
product  seem  less  perni- 
s  by  shrinking  the  number 
unces  per  serving, 
any  food  companies  say 
e's  already  too  much  infor- 
ion.  If  nutrition  labels  get 
:er  and  more  complex,  com- 
is  William  R.  Baar,  head  of 
keting  for  Borden  Inc.'s 


Dairy  Div.,  "you  would  have  to  have  a 
laptop  computer  to  go  to  the  store." 

But  labels  could  be  made  far  sim- 
pler— and  more  useful.  One  major 
problem  with  current  labels  is  that 
they  list  amounts  of  various  sub- 
stances, such  as  fat  and  sodium,  in 
grams  or  milligrams  per  serving.  Un- 
less shoppers  carry  around  the  Sur- 


PERCENTAGEOFU.S.  RECOMMENDED 
DAILY  ALLOWANCES  1%  U.S.  RDA) 


INGREDIENTS:  CORN  FLOUR,  OAT  FLOUR, 
SUGAR,  BROWN  SUGAR,  COCONUT  AND/OR 
SOYBEAN  OIL,  CORN  SYRUP,  ARTIFICIAL 
FLAVOR,  YELLOW  NO,  5,  NIACINAMIDE, 
CALCIUM  PANTOTHENATE,  ZINC  OXIDE, 
PYRIDOXINE  HYDROCHLORIDE,  THIAMINE 
MONONITRATE,  BHA  (A  PRESERVATIVE), 


CARBOHYDRATE  INFORMATION 

STARCH  AND  RELATED  CARBOHYDRATE 
SUCROSE  AND  OTHER  SUGARS 
TOTAL  CARBOHYDRATES 


READER'S 
GUIDE 


SERVING  SIZE  Products 
may  use  different 
serving  sizes.  Be  sure 
to  compare  equal 
portions 

FAT  AND  SODIUM 

Labels  don't  have  to 
say  v/hot  percentage 
of  calories  come  from 
fat,  whether  the  fat  is 
saturated  or 
unsaturated,  or 
whether  sodium  level 
is  high  or  low.  Here, 
fat  is  high  for  a 
cereal.  Sodium  is 
about  8%  of  the  daily 
maximum  limit 
recommended  by  the 
American  Heart  Assn. 

INGREDIENTS  Listed  in 
descending  order  by 
weight.  Separate 
listings  of  sugars  here 
(sugar,  brown  sugar, 
corn  syrup)  may  hide 
the  fact  that  sugars 
are  the  main 
ingredient 

COCONUT  AND/OR 
SOYBEAN  OIL  The  type 
of  oil  doesn't  have  to 
be  specified.  Here  it 
could  be  either  highly 
saturated  coconut  oil 
or  polyunsaturated 
soybean  oil 

CARBOHYDRATE 
INFORMATION  Not 

required  by  FDA.  Nor 
does  label  hove  to 
include  information  on 
fiberSince  fiber  isn't 
listed  here,  this 
product  probably 
contains  only  a  trace 

DATA:BW 


geon  General's  recommendations  for 
the  daily  intake  of  each  substance — 
and  faithfully  tote  up  levels  for  every 
food  they  buy — the  numbers  don't 
mean  much.  That's  why  the  CSPI  has 
suggested  that  labels  carry  simple 
words  such  as  "low"  and  "high."  Says 
Silverglade:  "We  want  the  label  to  con- 
vey the  actual  nutritional  quality  of  the 
food  in  ways  that  consumers 
can  understand." 
SMOKE  SCREENS.  Similar  im- 
provements should  be  made  in 
ingredient  lists.  Current  regu- 
lations require  ingredients  to 
be  itemized  in  descending  order 
by  weight,  but  that  can  be  mis- 
leading. By  listing  the  various 
types  of  sweeteners  separately, 
for  instance,  some  breakfast 
cereals  conceal  the  fact  that 
sugar  is  their  main  ingredient. 
Nor  do  regulations  require 
products  to  specify  exactly 
what  oils  or  fats  they  contain. 
Consumers  should  be  told  if 
they  are  getting  saturated  fat 
or  healthier  unsaturated  oils. 

If  the  food  companies  refuse 
to  make  such  improvements  in 
their  labels,  then  better  federal 
regulation  is  necessary.  Happi- 
ly, two  bills  that  would  require 
many  of  these  changes  are  be- 
ginning to  wind  their  way 
through  congressional  commit- 
tees. And  prodded  into  action 
by  the  threat  of  Congress  tell- 
ing it  what  to  do,  the  FDA  has 
begun  a  major  review  of  every- 
thing from  nutritional  labels 
and  ingredient  lists  to  health 
messages  on  food.  Some  food 
companies,  too,  would  rather 
see  FDA  guidelines  than  face 
conflicting  state  rules.  The 
agency  hopes  to  propose  new 
regulations  by  next  summer. 

Let's  hope  such  moves  stay 
on  track.  If  companies  are  go- 
ing to  claim  that  cereal  pro- 
tects against  cancer  or  that 
muffins  can  prevent  heart  at- 
tacks, supporting  facts  should 
be  on  their  labels.  Hype  tells  us 
nothing.  The  health  of  Ameri- 
cans is  too  important  not  to 
give  consumers  full  and  accu- 
rate nutritional  information  on 
the  foods  we  buy. 
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CAN  AMEX  WIN  THE  MASSES 
AND  KEEP  ITS  CLASS? 


In  its  rush  to  woo  the  middle  market,  the  company  is  putting  its  valuable  upscale  image  at  risk 


I 


t  was  launched  as  the  card  to  end  all 
cards.  When  American  Express  Co. 
introduced  its  purple  cardboard  entry 
in  1958,  the  company's  then-President, 
Ralph  T.  Reed,  declared  it  would  "liber- 
ate the  American  wallet  from  its  multi- 
plicity of  credit  cards."  And 
to  some  degree,  AmEx' 
green,  gold,  and  platinum 
plastic  cards  and  its  Optima 
cards  have  done  that — and 
mote  Today,  some  33  mil- 
lion AmEx  cards  are  accept- 
ed at  2.7  million  establish- 
ments in  130  nations.  AmEx 
has  left  such  rivals  as  Din- 
ers Club  and  Carte  Blanche 
far  behind,  and  the  Univer- 
sal  Travelcard   is   only   a        *  Estimates 
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memory.  Research  shows  that  among 
U.  S.  consumer  businesses,  only  Coca- 
Cola  and  McDonald's  are  better-known 
brand  names. 

But  as  AmEx  moves  into  its  fourth 
decade  in  the  card  business,  the  compa- 


HOW  THE  CARD  FIGURES 
IH  AMEX'  FUTURE 


CONTRIBUTION  TO  NET  INCOME  PER  SHARE 

1986 

1987 

1988 

1989* 

1990* 

1993 

TRAVEl  RELATED  SERVICES" 

$1.27 

$1.51 

$1.84 

$2.15 

$2.45 

$3.63 

IDS  FINANCIAL  SERVICES 

.23 

.29 

.35 

.41 

.42 

.75 

SHEARSON  LEHMAN  HUnON 

.77 

.21 

.12 

.36 

.10 

.68 

AMERICAN  EXPRESS  BANK 

.37 

-1.45 

.35 

.38 

.40 

.60 

TOTAL 

2.64 

.56 

2.66 

3.30 

3.37 

5.66 

**Chiefly  from  cards,  for  which  company  does  not  disclose  profit  figures 
DATA,  SANfORD  C.  BERNSTEIN  8.  CO. 


ny  is  embarking  on  a  hazard 
course — it's  tampering  with  its  hi{ 
successful  strategy  of  focusing  stri 
on  upscale  spenders  in  top-line  estab 
ments.  Not  without  reason,  of  cou 
From  24  million  cards  in  circulatioi 
the  U.  S.  now,  AmEx 
peak  at  37  million  by 
year  2000,  experts  say, 
then  will  level  off  at  35  fc  r 
lion.  And  abroad,  wl 
credit-card  growth  will 
far  faster,  AmEx  h 
even  more  of  an  uphill 
tie.  Hence  the  new  stral 
of  getting  current  cus1 
ers — and  less  affluent 
ones,  too — to  use  t' 
cards  on  many  more  r 


Fl 


occasions.  "We  want  people 
!l  they  really  can't  conduct 
business,  travel,  and  person- 
:s  without  the  American  Ex- 
card,"  says  Kenneth  I.  Chen- 
president  of  AmEx'  U.  S. 
mer  Card  Group, 
e  associated  almost  exclu- 

with  ritzy  restaurants  such 

Four  Seasons  in  Manhattan 
1  steak,  $40),  AmEx  has  got 
fiily  of  cards  accepted  now  at 
honey's  family  restaurants 
ry-fried  steak,  $5.59).  AmEx 
so  done  some  test  marketing 
]y  with  McDonald's  Corp. 
vhile  it  once  welcomed  only 
aiders  with  above-average 
;s,  AmEx  now  woos  college 
its  by  offering  campus  card- 
s  a  magazine  called  Connec- 

Moviegoers  can  even  use 
ird  at  any  of  the  1,820  Cineplex 

Corp.  theaters  in  North  America. 
CARD.'  But  as  AmEx  broadens  its 
appeal  beyond  the  traditional 

and  entertainment  uses,  it  runs 
sk  of  alienating  the  same  custom- 
ho  have  long  been  attracted  to 
the  industry  considers  "the  snob 

Now,  AmEx  is  betting  it  can 
hly  broaden  the  card's  appeal 
maintaining  its  cachet.  Indeed,  the 
IS  of  the  card  has  already  paved 
ay  for  AmEx  to  become  the  na- 

fifth-largest  direct-mail  merchan- 
and  its  top  magazines.  Travel  & 
re  and  Food  &  Wine,  have  paid 
itions  of  1  million  and  800,000,  re- 
rely. 

flashing  the  AmEx  card  at  Tiffa- 
Co.  may  not  confer  as  much  status 
the  shopper  knows  that  someone 
be  using  it  to  charge  10  gallons  of 
ne  at  a  grimy  self-service 

"Aren't  you  bringing  down 
image?"  AmEx'  Chenault 
hetorically.  "It's  a  fair  ques- 
Ne  like  to  say  the  American 
ss  card  is  a  badge  of  distinc- 
t  doesn't  matter  where  and 
ou  use  the  card." 
vever,  many  experts  doubt 
ltoEx  can  have  it  both  ways. 
!s  T.  Russell,  president  of 
International  Inc.,  contends 
^mEx  is  "endangering  their 
"  Adds  analyst  Michael  A. 

of  Dean  Witter  Reynolds 
loing  into  the  fast-food  mar- 
lelps  profits  but  not  image, 
could  be  a  problem  down 
ad." 

mwhile,  banks  are  challeng- 
mEx'  dominance  in  the  up- 
market by  offering  premium 
of  their  own  through  their 
and  MasterCard  networks, 
he  banks  are  trying  to  draw 
ion  to  their  corporate  pres- 


AMEX  CARDS  ARE 
GAINING  GROUND  AT  HOME... 


...BUT  ARE  LAGGING  ABROAD 
IN  FAST-GROWING  MARKETS 


PERCENT  GAIN 
IN  U.S.  IN  1988 


PERCENT  GAIN 
ABROAD  IN  1988 


AMERICAN 
EXPRESS 

4  MILLION 
CARDS  IN  USE 


PERCENT  GAIN  FROM  1987 


DAi/tfflfBffaro/yfws 


tige,  much  in  the  way  AmEx  does.  Citi- 
corp, the  nation's  biggest  bank-card  issu- 
er with  23  million  cards,  is  in  the  midst 
of  a  marketing  campaign  that  stresses 
the  benefits  of  a  Citibank  Visa.  Citi  is 
gunning  for  a  20%  share  of  the  entire 
U.  S.  card  market  by  1993,  compared 
with  the  127'  it  had  in  1988.  "I  like  to 
think  that  our  own  market  is  more 
broadscale  than  upscale,"  says  James 
Bailey,  who  heads  Citicorp's  card  busi- 
ness. And  Sears,  Roebuck  &  Co.'s  Dis- 
cover Card  is  emerging  as  a  serious 
force  (page  138). 

AmEx  gives  its  rivals  an  opening, 
some  industry  watchers  say,  by  charg- 
ing the  highest  rates  in  the  card  indus- 
try. "People  will  soon  wake  up  to  the 
fact  that  they  can  get  most  of  the  same 
services  from  banks  at  lower  fees,"  pre- 
dicts Spencer  Nilson,  publisher  of  the 
Nilsori  Report.  Last  Decembei',  .VmEx 


CHENAULT:  THE  CARD  "IS  A 
BADGE  OF  DISTINCTION" 


raised  the  annual  charge  for  its  basic 
green  card  to  $55  from  $45.  Most  bank 
cards  cost  $15  to  $20  annually,  and  Dis- 
cover is  a  no-fee  card.  In  the  upscale 
market,  Citibank  offers  a  premium  card 
for  $50  a  year  and  free  additional  cards, 
while  the  AmEx  gold  card  is  $75  a  year 
plus  $35  for  each  extra  card. 
BIG  CONTRAST.  To  a  large  degree,  the 
pricing  discrepancy  between  AmEx  and 
the  banks  reflects  inherent  differences. 
The  AmEx  card  is  essentially  a  charge 
card,  with  customers  expected  to  pay 
their  bills  in  full  each  month.  What  the 
banks  put  out  are  credit  cards,  allowing 
cardholders  to  pay  only  a  small  fraction 
of  what  they  owe  each  month.  The 
banks  look  to  make  their  money  by 
charging  interest  rates  of  around  17%  on 
the  balance. 

AmEx  may  face  a  more  sensitive  pric- 
ing problem  on  the  business  side.  Its 
"merchant  discount,"  the  amount 
it  keeps  from  the  charges  they 
submit,  is  believed  to  be  about 
3.5%.  The  banks  take  2.25%  on 
their  cards,  and  Discover  gets  only 
27'.  For  a  low-margin  or  strug- 
gling business,  an  extra  penny  or 
more  per  dollar  is  a  significant 
amount,  and  "AmEx  is  losing  a  lot 
of  merchants"  as  a  result,  publish- 

fer  Nilson  says. 
AmEx  officials  offer  no  apolo- 
gies. They  say  their  charges  are 
higher  across  the  board  because 
their  cards'  quality  is  superior. 
"Our  customers  are  interested  in 
the  best  product,  not  the  cheapest 
product,"  says  Chenault.  "Visa 
and  MasterCard  are  brands  that 
lack  a  distinct  personality."  A 
higher  fee  is  worthwhile  for  mer- 
chants, AmEx  officials  argue,  be- 
cause people  spend  more  money 
when  using  the  AmEx  card  than 
any  other.  On  that  score,  AmEx 
blows  away  the  competition.  Last 
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year,  $88.9  billion  was  spent  with 
AmEx  cards  (table). 

Still,  the  higher  fees  make  it  hard- 
er for  AmEx  to  move  deeply  into 
lucrative  but  nontraditional  seg- 
ments, such  as  doctors  and  hospitals. 
"And  AmEx  is  trying  to  get  people 
used  to  the  idea  of  using  the  AmEx 
card  to  pay  for  health  care  costs 
more  than  ever  before,"  notes  Alison 
A.  Deans,  an  analyst  with  Kidder, 
Peabody  &  Co.  In  1984,  AmEx  says, 
4,000  health  care  facilities  took  the 
card;  today,  54,000  do.  But,  says  an 
American  Medical  Assn.  spokesman, 
many  doctors  prefer  that  patients 
pay  with  the  lower-fee  bank  cards. 
OFFERING  OPTIONS.  In  Other  fields, 
there  are  offsets  to  AmEx'  dis- 
counts. And  for  AmEx,  providing 
cards  for  large  and  small  businesses 
is  the  fastest-growing  domestic  seg- 
ment of  its  card  operation.  Some  5.1 
million  corporate  cards  account  for 
15%  of  its  total  worldwide  and  30% 
of  the  charge  volume;  big  companies 
pay  as  little  as  $5  for  each  card.  Then 
there  is  the  Optima  card.  A  companion 
to  the  basic  green  card,  Optima  gives 
holders  an  option  of  making  extended 
payments  at  16.757'  interest — a  bit  be- 
low the  rate  on  most  bank  cards.  Optima 
holders  have  swelled  to  2.5  million  since 
it  was  rolled  out  in  1987. 

Going  forward,  the  brightest  growth 
area  for  credit  cards  seems  to  be  abroad, 
where  AmEx  now  has  roughly  9  million 
cardholders.  "We  see  a  target  market 
abroad  of  100  million  people — eventual- 
ly," says  Tommaso  Zanzatto,  president 
of  AmEx'  TRS  International  Div.  Two 
years  ago,  before  AmEx  made  foreign 
markets  a  high  priority,  the  target  was 
only  70  million.  But  AmEx  lags  far  be- 
hind its  competitors  in  Europe  and  Ja- 
pan. Eurocard,  which  is  linked  with  Mas- 
terCard, claims  18.9  million  cardholders 
in  Europe,  double  the  number  five  years 
ago.  Eurocard  is  accepted  in  1.5  million 
locations,  and  sales  totaled 
$27  billion  last  year.  And 
within  three  months  of 
Eurocard's  Feb.  15  launch 
of  its  gold  card  in  West 
Germany,  it  won  400,000 
new  customers. 

For  AmEx,  the  fee  prob- 
lem seems  larger  abroad 
than  il  is  at  home.  In  Lon- 
don, Dixons  Group  PLC,  a 
prominent  consumer  elec- 
tronics retailer,  recently 
stopp.'f!  y.cce[)ting  AmEx 
cards  i-  most  stores  be- 
cause ot  ihe  high  charges. 
Some  merchants  in  Britain 
say  they  pay  about  5%  to 
AmEx  and  only  1%  to  Visa. 
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But  money  may  not  be  the  only  objec- 
tion. "American  Express  is  not  really  an 
appealing  name  in  lots  of  places  in  the 
world,"  says  Alex  W.  Hart,  president  of 
MasterCard  International  Inc.  "Political- 
ly," Zanzatto  concedes,  "it  was  not  a 
great  name  to  have  in  the  1970s."  But 
since  then,  he  adds,  the  name  hasn't  had 
"any  negatives — it  describes  a  brand  of 
service,  not  a  country." 
'SLEEPING  BEAUTY.'  Critical  to  AmEx' 
progress  in  Europe  will  be  its  perfor- 
mance in  West  Germany.  Unlike  Britain 
and  France,  Germany  is  not  yet  consid- 
ered to  be  a  mature  market  for  cards. 
Klaus  J.  Busch,  of  AmEx'  German  oper- 
ation, says  Germany  was  "a  real  sleep- 
ing beauty  until  the  end  of  last  year." 
AmEx  officials  are  optimistic.  "Germany 
is  going  to  be,  perhaps,  our  No.  1  coun- 
try in  Europe,"  says  Zanzatto. 

For  that  to  happen,  though,  AmEx 
has  much  work  to  do.  In  Germany, 


AMERICAN  EXPRESS 
CARDS  ARE  BADLY 
OUTNUMBERED... 

Millions  of 

 cords  outstanding* 


...BUT  NO  OTHER 
ISSUER  CAN  MUSTER 
SUCH  SPENDING  POWER 

Annual  charges,  1988 
Billions  of  dollars 


1.  SEARS  ROEBUCK  STORES 

66 

I.AMERICAN  EXPRESS 

$88.9 

2.  AT&T 

42 

2.  CITIBANK 

27.0 

3.  MONTCOMERY  WARD  STORES 

40 

3.  SEARS  ROEBUCK  STORES 

14.2 

4.  J.C.  PENNEY  STORES 

36 

4.  FIRST  CHICAGO  BANK 

9.2 

5.  SEARS  DISCOVER 

27 

5.  BANK  OF  AMERICA 

8.7 

6.  CITIBANK 

25 

6.  CHASE  MANHATTAN  BANK 

7.7 

7.  AMERICAN  EXPRESS 

24 

7.  J.C.  PENNEY  STORES 

7.3 

8.  AMOCO  OIL 

16 

8.  SEARS  DISCOVER 

7.2 

9.  SHELL  OIL 

15 

9.  DINERS  CLUB 

6.8 

10.  MOBIL  OIL 

14 

10.  MBNA  BANK  MARYLAND 

6.8 

DATA:  NILSON  REPORT,  AMERICAN  EXPRESS  CO. 


AmEx  cardholder  ranks  are 
20,000  this  year,  to  700,000,  \ 
Eurocard  has  twice  that  total.  Am 
charges  $66  for  the  basic  green  cj 
and  a  hefty  $179  for  the  gold  ca 
which  accounts  for  about  8%  of 
cardholders,  according  to  indusi' 
estimates.  AmEx  declined  to  prov 
such  data.  Germany's  card  market 
getting  mighty  crowded.  ADAC,  G, 
many's  largest  auto  club,  offeree. 
Visa  card  for  members  in  May,  wi 
an  annual  fee  of  just  $23,  and  it  ■ 
pects  1  million  customers  by  the  ei 
i)f  next  year.  Citicorp's  Diners  C!i 
and  Visa  cards  have  370,000  ca- 
holders  in  Germany. 

Japan  is  another  key  mark. 
There,  AmEx  has  about  740,000  ca- 
members,  up  30%  last  year.  But  i 
dwarfed  by  Japan's  JCB  Co.  ba 
consortium,  which  has  14  milla 
cardholders,  and  Visa,  which  clai- 
11  million.  AmEx  is  unruffl. 
"We're  a  niche  player,  not  a  bit  pi- 
er," says  Stephen  B.  Friedman,  pi,- 
ident  of  American  Express  InternatioJ 
Inc.  in  Tokyo.  "The  card  is  someth? 
more  than  just  a  piece  of  plastic,"  id 
its  image,  Friedman  says,  appeals  tot 
pan's  "designer-label  mentality." 

But  as  AmEx  hustles  to  expand 
base  in  Japan,  it  seems  to  be  playg 
down  that  upscale  image.  Competits 
claim  that  AmEx  is  dropping  its  iri- 
mum-income  requirements  for  card  > 
plicants  in  Japan.  AmEx  denies  thatn 
any  event,  AmEx  application  forms  n 
now  be  found  even  in  the  back  seati)f 
Tokyo  taxis.  Says  Kazunao  Murata,  B 
senior  executive  vice-president:  "Theu- 
age  doesn't  really  fit." 

Perhaps  not,  but  the  card's  a,a 
seems  powerful  enough  to  insulatit 
from  potentially  jolting  events — and* 
parent  company  had  more  than  one  if 
past  summer.  In  an  extraordinary  pvic 
apology,  AmEx  Chairman  James  D.  lb- 
inson  III  said  the  company  would  doite 
$8  million  to  charities  e- 
lected  by  Edmond  J.  Saa, 
the  international  banr 
Safra,  whose  Trade  Dti! 
opment  Bank  was  acqusd 
by  AmEx  in  1983,  was  id 
to  be  linked  with  moy 
laundering  operation; ir 
Europe,  based  on  falscn 
formation  leaked  to  m'S- 
papers  by  unidentified  ar- 
sons acting  for  AmEx. 

Domestically,  arbia 
geur  Salim  B.  Lewis,  i* 
a  business  associat(Oi 
Robinson's,  pleaded  g  t} 
to  three  felony  count  ii 
connection  with  the  -S- 
nipulation  of  Firemi'' 
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AGAIN  OrADrm  On 

Your  Bottom  Line? 


ASK  YOUR 
PAYROLL  MANAGER 


THESE  QUESTIONS. 


YES 

NO 

1. 

Is  there  a  knowledgeable  and  high-quality  service  oi^anization  dedicated 

□ 

□ 

to  support  your  payroll  and  human  resource  departments? 

2. 

Can  your  payroll  system  help  manage  government  requirements  such  xs 

□ 

□ 

401<k),  COBRA  and  Seaion  89? 

3. 

Are  your  payroll  and  human  resource  systems  fully  integrated 

1  II  1 

Ul  1 

for  management  decision  making  and  maximum  productivity? 

4. 

Can  your  payroll  system  easily  consolidate  data  from  multiple  locations? 

5. 

Can  you  provide  payroll  information  to  your  general  ledger  system 

□ 

□ 

automatically? 

6. 

Are  your  payroll  tax  filings  accurate  and  on  time,  resulting  in  zero 
penalties? 

□ 

□ 

7. 

Does  your  payroll  system  maximize  confidentiality  and  productivity  by 

□ 

□ 

producing  signed  and  self-sealed  checks  and  earnings  statements? 

8. 

Do  you  get  the  management  reports  needed  from  your  payroll  system 

□ 

□ 

delivered  with  your  paychecks? 

9. 

Do  you  have  access  to  your  payroll  and  human  resource  information  for 

□ 

□ 

immediate  reporting  on  your  personal  computer? 

10. 

Is  your  current  payroll  system  cost  efficient,  flexible  and  positioned  to 

□ 

□ 

add  to  your  bottom  line? 

IF  The  Answer  is  "No"  To  Any  Of  These, Call  control  data  now 
 And  receive  Up  To  $1,000  Off  installation!  

[~  1-800-PAYROLL  "] 

I     I  would  like  a  free  consultation  with  one  of  your  payroll  experts.  | 

I      Name  Company  if  Employees  | 

I      Address                                               City                  State          Zip  Telephone  I 

(CONTROL  DATA  I 

P.O.  BOX  20115,  BLOOMINGTON,  MN  55420  ■ 

^^Offer expires  12/30/89  BIOS  | 

 (ggCONTRPL  DATA  
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Fund  Corp.'s  initial  public  stock  offer- 
ing. Fireman's  Fund  was  spun  off  by 
AmEx  in  1986.  And  Dennis  T.  Palmeri,  a 
former  $l-million-a-year  executive  at 
AmEx'  Shearson  Lehman  Hutton  Inc. 
unit,  is  allegedly  a  focus  of  the  govern- 
ment's investigation  into  stock-loan 
abuses.  None  of  the  episodes  seems  to 
have  any  effect  on  the  AmEx  card  busi- 
ness, though,  industry  watchers  report. 


Nor  have  changes  at  the  top  cost  the 
card  any  of  its  momentum.  Robinson  has 
yet  to  install  a  successor  to  Louis  V, 
Gerstner  Jr.,  the  company's  third  presi- 
dent to  depart  since  1983.  Gerstner  re- 
signed in  March  to  head  RJR  Nabisco 
Inc.  For  the  June  quarter,  AmEx  report- 
ed a  22%  jump  in  net  income,  to  $316 
million,  or  73$  a  share.  Revenues  grew 
26%,  to  $6.4  billion,  from  $5  billion.  Many 


analysts  now  recommend  AmEx  st 
contending  that  it  is  undervalued  in  1 
of  the  company's  growth  prospects, 
as  no  one  knows  better  than  Robin 
future  gains  depend  more  than  anytl 
else  on  the  AmEx  card's  keeping 
mystique  even  as  it  elbows  its  ways 
the  mass  market. 

By  Jon  Friedman  and  John  Meeha 
New  York,  with  bureau  reports 


THE  DISCOVER  CARD  IS  NO  lONGER  A  JOKER 


W! 


'hen  Vincent  J.  Mancari  final- 
ly agreed  in  July  that  Vin- 
cente's  would  accept  the  Dis- 
cover Card,  two  sharply  dressed 
Discover  salesmen  told  him  he  had  won 
a  trip  to  Hawaii.  Instantly,  the  Wil- 
mington (Del.)  restaurateur's  suspi- 
cions were  rekindled.  "I  told  them  I 
wouldn't  take  their  card,  then,"  recalls 
Mancari.  "I  don't  want  some- 
thing for  nothing." 

Mancari,  changing  his  mind 
once  again,  soon  made  Vin- 
cente's  the  one-millionth  busi- 
ness to  accept  Discover.  His 
ambivalence  seems  only  fitting. 
After  all,  since  Sears,  Roebuck 
&  Co.  launched  Discover  four 
years  ago,  the  card  has  been 
a  magnet  for  mockery.  Build- 
ing a  charge  card  from  scratch 
to  vie  with  the  entrenched 
American  Express,  Visa,  and 
MasterCard  versions  seemed 
sheer  financial  folly.  Now,  with 
its  receivables  nearing  $7  bil- 
lion and  1989  profits  expected 
to  top  $70  million,  Discover 
is  becoming  a  legitimate  contender. 
FAST  PEOPLE.  Discover's  success  stems 
from  crafty  marketing  and  stringent 
credit  standards.  But  because  it 
charges  no  annual  membership  fee,  its 
profitability  is  limited.  And  because  of 
its  link  to  Sears,  Discover  has  to  over- 
come many  a  merchant's  reluctance  to 
abet  a  giant  competitor.  "They've  got 
to  show  me  that  the  demand  is  so 
great  that  we  can't  do  business  with- 
out it,  or  the  price  is  so  good  that  we 
can't  resist,"  says  a  re- 
tail-chain official. 

On  both  counts, 
th(>ugh,  Discover  has 
t)ut  up  a  performance 
strong  enough  to  im- 
press its  many  early 
doubters.  It  has  gained 
acceptance  among  re- 
taiiers  by  undercutting 
CM 'ipetitors  in  the  "dis- 
couiiUs"  that  it  collects. 


Mancari,  for  instance,  says  Vincente's 
pays  American  Express  Co.  4.5%  of  the 
bill  when  a  customer  uses  the  AmEx 
card.  He  pays  Visa  U.  S.  A.  Inc.  and 
MasterCard  International  Inc.  about 
3.8%.  Discover,  on  the  other  hand, 
charges  only  2%. 

Discover  impresses  business  owners 
in  other  ways,  too.  Mancari  notes  that 
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DISCOVER  IS  LANDING 
MORE  MERCHANTS 

!,000  - 


lil'l'illi'BrWtr 

"those  people  are  fast.  Every  two 
days,  they  ship  your  money  to  the 
bank.  American  Express  takes  a  week, 
sometimes  10  days,"  a  potentially  criti- 
cal difference  for  businesses  that  need 
ready  access  to  their  cash.  AmEx  says 
that  for  an  extra  fee  vendors  can  get 
same-day  payment  and  that  it  is  offer- 
ing immediate  electronic  payment  for 
high-volume  vendors. 

■Thomas  R.  Butler,  president  of  Dis- 
cover Card  Services  Inc.,  claims  that 
its  aggressive  pricing 
has  helped  Discover 
achieve  "parity"  accep- 
tance with  competitors 
in  airlines  and  hotels. 
"In  retailing,  there's  a 
ways  to  go,  but  time  is 
on  our  side,"  he  says. 
While  Discover  has  al- 
ready surpassed  Ameri- 
can Express'  850,000  do- 
mestic locations,  it  is 


I 
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▲  thousands  JUIYI4 
DATA;  SEARS,  ROEBUCK  SCO. 


still  far  behind  Visa  and  MasterCar 
3  million. 

Discover  also  has  made  progresi 
winning  loyalty  among  cardholders 
builds  that  with  a  "cash  back"  feat 
whereby  customers  charging  mi 
than  $3,000  receive  a  cash  refund  of 
of  their  total.  Never  mind  that  $3,001 
more  than  double  what  most  Amerii 
families  charge  to  credit  ca 
in  a  year  and  that  1%  of  $3, 
is  a  slender  $30.  An  Aug 
survey  by  Brittain  Associa 
Inc.  in  Atlanta  shows  that 
of  households  whose  memb 
carry  credit  cards  named  1 
cover  as  their  "favorite,"  cit 
the  cash-back  feature  as 
main  reason. 

HANDY  NAME.  Discover  is 
ready  the  third-largest  ere 
card  issuer  in  the  nation, 
hind    Citicorp    and  Ch 
Manhattan  Corp.  And  the  s 
up  cost  was  a  bargain: 
$400  million,  or  about  6% 
Discover's  current  portfc 
Banks  generally  pay  25%  ;  " 
miums  to  buy  credit-card  receivab 
Discover  is  "the  cheapest  credit-c 
deal  ever,"  says  Stuart  Feldstein,  p: 
dent  of  SMR  Research  Corp.  in  B 
Lake,  N.  J. 

Butler  notes  that  Sears  has  "cres 
a  legitimate,  branded  name,"  gaii 
more  value  than  if  it  had  me 
bought  a  generic  portfolio  of  rec 
ables.  The  name  could  come  in  ha 
if,  as  expected.  Discover  soon  iss 
$500  million  worth  of  securities  bac 
by  its  receivables. 

That's  one  option  Butler  had  on 
mind  as  he  met  with  Discover  exl 
fives  last  week  to  plan  the  1990  bud 
Recalling  similar  meetings  during 
cover's  early  days,  Butler  says: 
no  fun  going  to  those  meetings  w 
you're  on  the  bad  side  of  the  ledg 
But  as  Discover  convinces  skeptics 
reaches  milestones,  the  bad  old  c 
seem  to  have  been  worth  enduring 
By  David  Greising  in  Cki 
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THAI  ij  WHY  WE  CAM  OFFER  - 
A  GREAT  RATE  ON  A  CADILLAC. 

When  we,  the  employee-owners 
of  Avis,  Inc.,  say,  "We're  trying 
harder  than  ever,"  we  have  to  prove 
it.  Over  and  over  Because  we  know 
that  our  success  depends  on  your 
satisfaction. 

That  means  giving  you  the  com- 
petitive rates  and  well-maintained 
GM  cars  that  make  you  come  to 
Avis  in  the  first  place.  Plus  all 
those  important  services  that 
keep  you  coming  back.  Like  Avis 
ress®  for  fast  check-outs.  And 
Roving  Rapid  Return "  for  even 
faster  check-ins. 

For  more  proof,  call 
^  us  at  1-800-331-1212  or 
your  travel  consultant  about 
our  special  Cadillac  rate.  Talk 
to  an  owner  and  discover  how 
we  make  Avis  work  for  you. 


AVIS 


We're  trying  harder 
than  ever 
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MONEY  &  BANKING  I 


AND  NOW, 
TEX-MEX  BANKING 


Lured  by  border  trade,  Mexicans  snap  up  small  Texas  banks 


obby  R.  Pace,  president  of  Execu- 
,tive  National  Bank  in  San  Anto- 
0,  felt  he  was  at  the  end  of  his 
rope.  Two  years  of  losses  and  a  slew  of 
bad  real  estate  loans  had  pushed  his  tiny 
bank  to  the  edge,  and  his  chances  of 
scrounging  up  outside  capital  amid  the 
wreckage  of  Texas  banks  seemed  re- 
mote. Then,  a  year  ago,  he  got  a  call 
from  executives  at  Alex  Sheshunoff  & 
Co.,  an  Austin  consulting  firm,  who  said 


the  billions  of  dollars  of  trade  along  the 
bustling  border.  Astride  the  Rio  Grande 
are  more  than  a  thousand  maquila- 
doras — factories  for  multinational  com- 
panies that  rely  on  cheap  Mexican  labor 
and  American  financing.  Then,  too,  there 
are  all  those  Hispanic  consumers  in  Aus- 
tin, Houston,  and  San  Antonio.  The  U.  S. 
is  also  a  haven  from  intense  competi- 
tion in  Mexico.  To  attract  deposits 
there,  banks  are  now  paying  307f  inter- 


California  Commerce  Bank  has  mc 
than  doubled  its  assets,  to  $401  millif 
If  Banamex  gets  approval  to  buy  Amt 
can  National  Bank-Post  Oak  in  Houst/ 
it  will  quickly  open  a  new  branch  in 
Paso.  With  banks  throughout  the  Sou 
west,  "we  could  serve  much  of  the  Me 
can  population  in  the  U.  S.,"  says  an  oi 
cial  of  Banamex. 

Neither  of  the  California  banks  pla 
up  the  Mexican  connection — Grossmc 
officials  won't  even  discuss  it.  In  Tex; 
though,  Bancomer  is  expected  to  laun 
a  marketing  blitz  to  attract  Mexican  ci 
tomers  to  Executive  National  and  to 
fer  new  services,  such  as  exchangij 
currency  for  Mexican  tourists.  ' 
BAD  TIMING.  But  while  the  logic  is  souj. 
the  banks'  timing  couldn't  be  worse  | 
cause  Mexico  is  trying  to  restructure  { 
billion  worth  of  foreign  debt.  Strugglii; 
independent  banks  in  Texas,  alrea 
competing  with  powerful  recent  inii 


they  had  a  buyer.  By  November,  the 
investor  had  agreed  to  buy  his  bank  for 
$242,000  and  provide  $1.5  million  of  capi- 
tal. That  buyer,  assuming  the  authorities 
agree,  is  Bancomer,  a  $10  billion  bank 
holding  company  based  in  Mexico  City. 

A  Mexican  bank? 
BIG  LURE.  You  bet.  And  Bancomer,  which 
has  already  made  quiet  inroads  in  Cali- 
fornia, isn't  the  only  one.  Banamex,  the 
largest  Mexican  bank,  is  seeking  to  ac- 
quire a  small  Houston  bank  (table).  Last 
spring,  Banca  Serfin  applied  to  buy  La- 
redo's Falcon  National  Bank.  While  the 
target  banks  are  tiny,  the  planned  acqui- 
sitions are  already  making  some  Texas 
bankers  edgy.  "Just  when  we're  adjust- 
ing to  the  New  Yorkers 
and  North  Carolinans 
coming  in,  we  have  to 
deal  with  the  Mexican 
governm"nt,"  moans  E. 
Russeli  brown,  presi- 
dent of  intercontinental 
National  Bank-Lackland 
San  .Vntonio.  The 


Mexican  tanks  are 
state-owned. 

The  biggest  lure  for 
the  Mexican  banks  is 


est,  which  is  twice  the  annual 
tion  rate. 

Snapping  up  U.  S.  banks  offers  Mexi- 
co the  prospect  of  "raising  deposit  mon- 
ey here  and  shipping  it  back  home,"  says 
R.  Christopher  Whalen,  a  banking  con- 
sultant. Such  purchases  even  offer  Mexi- 
co some  modest  hope  of  offsetting  the 
huge  flight  of  capital  that  has  occurred 
since  1982,  when  the  Mexican  govern- 
ment nationalized  the  banks. 
MARKETING  BLITZ.  Both  Banamex  and 
Bancomer  have  already  dabbled  success- 
fully in  the  U.  S.  Bancomer's  Grossmont 
Bank  in  La  Mesa,  Calif.,  has  grown 
nearly  threefold  since  its  acquisition  in 
1981,  to  $301  million  in  assets.  Banamex' 


MEXICAN  BANKS 
AND  THEIR  TEXAS  TARGETS 


Possible  buyer 


Assets* 
Billions  of  dollars 


BANCO  NACIONAL  DE  MEXICO  $12.7 


BANCA  SERFIN 


Target 


6.9 


*AsofMor.31 


AMERICAN  NATIONAL  BANK, 

$42.9 

HOUSTON 

FALCON  NATIONAL  BANK, 

15.0 

LAREDO 

EXECUTIVE  NATIONAL  BANK, 

20.0 

SAN  ANTONIO 

grants  such  as  Chemical  Banking  Cq 
and  NCNB  Corp.,  are  quick  to  note  i 
incongruity.  "Why  should  a  country  t)' 
can't  pay  its  own  debt  be  able  to  com^i 
and  buy  our  banks?"  complains  LarrV 
Temple,  an  Austin  attorney  represent, 
several  community  banks  opposing  |t 
acquisitions.  \ 
Indeed,  the  Mexican  moves  could  e;i 
backfire.  With  Mexico's  banks  on  an  • 
quisition  spree,  there  could  be  a  pusli 
open  up  the  country  to  U.  S.  banks,  h 
eign  banks  generally  pulled  out  du' 
the  1930s  depression.  And  except  fo" 
ticorp,  which  was  grandfathered, 
have  been  formally  fenced  out  s 
1982.  But  don't  expect  a  gold  rus' 
Texas    banks,  w 
have  enough  trou 
right  in  the  Lone 
State.  "The  last  t 
most  Texas  ban' 
want  to  do,"  says  W 
"Bo"  McAllister 
president  of  San  A 
nio  Savings  Assn., 
to  run  a  Mexican  ba 

By  Mark  Ivey  in 
ton  and  Stephen  B 
in  Mexico  City 


Assets** 
Millions  of  dollars 
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(£)  fdsfmdn  Kodak  (  itmpany.  /9Hy 


There  are  Kodak  systems  to  let  you  create 
documents,  view,  merge,  change,  copy,  print 
and  transmit  them.  Control  them.  Safely 
stored,  they  can  be  found  and  retrieved  in 
seconds. 

Kodak  systems  can  find  a  cost-effective,  archival 
image  on  microfilm  in  seconds.  Or  a  time- 
sensitive  document  on  an  optical  disk  even  fasten 
Then  you  can  view  it,  act  on  it.  Or,  with  systems 
like  our  electronic  publishing  system,  you  can 
even  add  to  or  improve  on  a  document.  Equally 
important,  Kodak  software  systems  people  are 
dedicated  to  linking  any  of  these  devices  into  any 
of  yours,  from  mainframe  to  mini  to  PC. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960B. 


iilAGE 


The  new  vision  of  Kodak 


BY  GENE  G.  MARCIAL 

WHAT  MAGELLAN'S 
MAN  AT  THE 
TOP  IS  BUYING 


The  mood  was  definitely  downbeat 
among  the  700  money  managers 
who  took  part  in  the  annual 
Montgomery  Securities  powwow  in  San 
Francisco.  But  investment  guru  Peter 
Lynch  remains  staunchly  bullish.  He 
believes  that  a  lot  of  underpriced  is- 
sues are  out  there — recession  or  not. 

"I'm  focusing  on  consumer-oriented 
companies  whose  most  important  as- 
sets are  their  network  of  customers — 
companies  that  ought  to  do  well  in  ei- 
ther a  soft  knding  or  a  recessionary 
economy,"  says  Lynch,  who  runs  the 
$12  billion  Fidelity  Magellan  Fund,  one 
of  the  industry's  top  performers. 

Despite  its  huge  size,  Magellan  has 
managed  to  outscore  the  market — and 
95%  of  the  other  general-equity  mutual 
funds — by  a  wide  margin  in  the  past 
five  years.  Over  that  period,  Magellan 
is  up  202%,  vs.  152%  for  the  Standard 
&  Poor's  500-stock  index.  So  far  this 
year,  the  fund  has  climbed  a  heady 
34%,  compared  with  the  S&P  oOO's  27%. 

Lynch  isn't  averse  to  buying  small- 
capitalization  stocks,  especially  if 
they're  turnaround  prospects.  But  now, 
he's  placing  his  'nets  on  such  large-cap 
stocks  as  Ford,  currently  trading  at  51; 
General  Electric,  55;  General  Motors, 
48;  Pepsico,  56,  and,  among  foreign 
companies,  Unilever,  41. 

High  on  Lynch's  favored  list  are 
nonbank  financial  companies  such  as 
Federal  National  Mortgage  Assn.  (Fan- 
nie Mae),  American  Express,  and  Bene- 
ficial. Lynch  raised  Magellan's  stake  in 
the  group  from  8.4%-  to  10.5%-  of  the 
fund's  portfolio  in  the  past  six  months. 
Magellan's  holdings  in  banks  are  con- 
centrated in  J.  P.  Morgan,  BankAmer- 
ica,  and  Lloyds  Bank. 
GOOD  GUYS.  Other  stock  groups  that 
Lynch  likes;  retailers,  mainly  Wal- 
Mart,  American  Stores,  Dillard  Depart- 
ment Stores,  and  TJX,  formerly  known 
as  Zayre;  electric  utilities,  such  as  Gen- 
eral PublK:  Utilities,  Middle  South  Utili- 
ties, and  Commonwealth  Edison;  food 
and  beverage  makers,  led  by  Borden 
and  Nestle;  and  telephone  businesses, 
such  as  MCI,  .\iner)can  Telephone  & 
Telegraph,  and  GTE. 

Groups  to  stay  away  from;  airlines, 
notably  United  Airlines;  media-enter- 
tainment companies,  such  as  Time 
Warner;  and  hotels,  ;3uch  as  Holiday. 


LYNCH  HAS  BEATEN  THE  MARKET— AND  95% 
OF  OTHER  EQUITY  FUNDS— FOR  FIVE  YEARS 


Although  the  Tokyo  market  has 
reached  a  new  high,  Japan  is  out  of 
favor  in  Lynch's  book.  But  Magellan's 
overall  stake  abroad  has  risen  from  9% 
to  12%,  with  the  core  holdings  in  Cana- 
da, Britain,  and  the  Netherlands. 


PRESSURE  ON  A  U.S. 
OIL  POWER . . . 


It's  the  sixth-largest  oil  company  in 
the  world,  the  nation's  largest  pe- 
troleum refiner,  its  largest  produc- 
er of  natural  gas,  and  its  largest 
wholesaler  of  natural-gas  liquids.  Still, 
a  lot  of  investors  have  ignored  Chevron 
shares,  now  trading  at  58.  Not  only  has 
Chevron  failed  to  top  its  precrash  high 
of  62  but  it  also  has  yet  to  decisively 
break  out  of  the  48-to-58  range  it  has 
been  stuck  in  since  1980. 

Why?  "It's  difficult  to  identify  Chev- 
ron as  a  direct  play  on  one  miajor  trend 
in  energy,"  says  Fred  Leuffer,  a  veter- 
an oil  analyst  at  C.  J.  Lawrence,  Mor- 
gan Grenfell.  There  are  better  pure 
plays,  for  instance,  on  the  rise  of  crude 
oil  or  natural  gas,  he  says.  The  result: 
Chevron  has  been  one  of  the  worst- 
performing  big  oil  stocks,  making  it 
vulnerable  to  a  raid.  He  puts  Chevron's 
breakup  value  at  $116  a  share,  with  its 
oil  and  natural-gas  reserves  alone 
worth  $75  a  share.  Earnings  should  fall 
to  $4.25  a  share  in  1989  and  $4.20  in 
1990  from  1988's  $5.17,  he  figures. 
Leuffer  concedes  that  it  would  be 


difficult  for  any  group  to  take  the 
ant.  But  with  the  gap  between  Che 
ron's  stock  price  and  the  underlyii 
value  of  its  assets,  "it  may  only  be; 
question  of  time  before  outside  forcj  j 
exert  pressure  on  Chevron  to  tajj 
more  dramatic  action,"  says  Leufferf' 
Speculation  is  that  management  w; 
sell  some  assets  in  order  to  repurcha 
shares  and  raise  the  dividend.  Leuff 
believes  that  British  Petroleum  is  int( 
ested  in  Chevron's  five  West  Coast  if. 
fineries,  which  he  values  at  neai:^ 
$3  billion.  He  says  Chevron's  50%'  staj 
in  Caltex  Oil,  a  joint  venture  with  T^ 
aco  in  the  Far  East,  could  also  go  | 
the  block.  Texaco,  which  has  the  ri^ 
of  first  refusal  on  the  property,  woii 
some  $3.3  billion,  may  end  up  buyingi  . 


...  AND  A  SURPRISI 
GUSHER  IN  SPAIN 


While  oils  overall  have  lagg 
behind  the  market  this  ye| 
one  of  the  Big  Board's 
test  stocks  has  been  Repsol,  Spai;| 
largest  oil  company.  Since  June, 
American  Depository  Receipts  (AdJ 
have  shot  from  16  to  24.  Repsol,  whl 
is  70%  government-owned,  went  pulf 
in  April  with  a  global  offer  of  30%| 
its  300  million  shares  outstanding. 

As   Europe's  eighth-largest  petl 
leum  company,  Repsol  should  cash| 
on  Spain's  move  to  privatize  st 
owned  companies  before  Europe's 
fication  in  1992.  As  a  private  compal 
Repsol  could  expand  faster  to  bol 
profit  margins,  says  Todd  Bergman,| 
analyst  at  Goldman  Sachs,  one  of 
first  to  recommend  the  stock, 
mand  for  energy  in  Europe  and  Sp 
is  certain  to  expand  rapidly,"  addsj 
vestment  manager  Jim  Marquez  | 
Steinhardt  Partners. 

First-half  earnings  this  year  jumj 
74%.  And  Marquez  says  that  Japan 
investors  have  been  heavy  buyers| 
ADRs.  Repsol  accounts  for  about  8? 
the  portfolio  of  the  Spain  Fund,  wfc 
stock  raced  up  12  points  in  just 
day,  Sept.  26,  to  38%. 

"The  stock  can  easily  double,] 
least,  in  a  couple  of  years,"  says 
quez,  who  has  accumulated  abou 
million  shares,  or  4%,  of  the  ADRs. 
notes  that  debt-free  Repsol  has 
looking  to  acquire  properties  in 
North  Sea  as  well  as  in  Mexico,  wlj 
supplies  20%'  of  Spain's  oil  requ 
ments.  Pemex,  Mexico's  state- 
trolled  oil  company,  which  tried  to 
a  10%  stake  last  year,  is  believe(i 
still  be  interested  in  Repsol. 
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il/Twn  Kodjk  Company, 


Whafs  the  best  medium  to  file  an  image  or 
data  in  secure,  retrievable  form?  Kodak  is 
expert  in  all  of  them. 

Kodak  offers  a  complete  array  of  storage  media 
from  high  end  to  low  end.  As  you  would  expect, 
we  are  a  leader  in  microfilm  products.  We  are 
also  a  leader  in  optical  and  magnetic  storage 
products.  The  14-inch  Kodak  optical  disk,  able  to 
hold  6.8  gigabytes  of  data,  is  the  highest- 
capacity  highest-performance  optical  disk  in  the 
world.  Verbatim  Corp.,  a  Kodak  company  offers 
a  family  of  diskettes,  including  one  with  a  Teflon"' 
coating  for  unprecedented  protection  against 
data  loss  due  to  accidents.  You  will  also  find  us  at 
the  forefront  of  erasable  optical  disk  technology. 
Choose  the  medium  according  to  your  applica- 
tion. Choose  us  because  we  offer  them  all,  with 
the  best  support  and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960C. 
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STRIKES I 


'THE  MINE  WORKERS  MUST  WIN 
THIS  FIGHT  TO  SURVIVE' 

i:The.Pittston  strike  is  nearly  six  months  old — and  growing  more  bitter 


On  a  recent  Sunday  afternoon,  99 
unarmed  men  clad  in  camou- 
flage fatigues  suddenly  swooped 
down  on  a  Pittston  Co.  plant  in  south- 
western Virginia.  Taken  by  surprise, 
company  guards  retreated  to  an  office 
building  while  the  invaders — 98  miners 
and  one  minister — took  over  the  plant  to 
draw  attention  to  the  United  Mine  Work- 


ers' five-month-old  strike  against  Pitt- 
ston. For  three  days,  up  to  2,000  sup- 
porters mobbed  the  gates  to  keep  state 
troopers  at  bay,  while  the  miners  occu- 
pied the  plant  and  prevented  Pittston 
from  processing  coal.  Finally,  on  Sept. 
20,  the  miners  departed  peacefully  to 
comply  with  a  court  order. 
This  kind  of  direct  labor  action,  includ- 


WHAT'S  AT  STAKE  IN  THE  PITTSTON  STRIKE 


Union  position 


Company  position 


HEALTH  UMl 


PRE- 1974  RETIREES 

Demands  that  company  contribute  $2.17 
per  hour  worked  into  multi-employer  fund 

P0SM974  RETIREES 

Want  a  company  plan  like  those  at  other 
opei  .uors,  with  Pittson  to  contribute  to  in- 
dustrywide fund  for  unprotected  retirees 


Dropped  out  of  fund  and  refuses  to  con- 
tribute, increasing  cost  to  other  companies 

Adopted  a  plan  for  its  own  retirees  but  in- 
sists they  share  costs.  Refuses  to  contrib- 
ute to  industrywide  fund 


JOB  SECURITY 


Demands  trai,sfer  of  laid-ofi  miners  to  new 
Pittston  mine.-,,  protection  of  jobs  if  compa- 
ny sells  or  le;iS'  's  coal  operations 


Gives  no  transfer  rights,  no  protection 
against  sales  or  leasing.  Will  endeavor  to 
maintain  current  union  jobs 


WORK  RULES 


Wants  to  prohibit  snhroiUracting  of  work, 
irregular  shifts,  and  Sunday  mijiing 


Demands  right  to  subcontract  and  sched- 
ule irregular  shifts  and  some  Sunday  work 


ing  the  massive  community  support,  is 
been  seen  only  rarely  since  the  sit-d''ii 
strikes  of  the  1930s.  But  it  is  typicaji 
the  hardline  tactics  used  by  the  dn 
dling  but  still-tough  UMW  and  Pittsii: 
an  old-line  coal  operator  and  now  a  rr 
glomerate  based  in  Greenwich,  Com 
ROADBLOCKS.  Only  1,700  miners  are/> 
tually  striking  Pittston's  mines  in  't- 
ginia.  West  Virginia,  and  Kentucky,  ui 
the  dispute  over  a  new  contract  hasai 
broader  ramifications.  It  is  raising  qs 
tions  about  the  effectiveness  of  natil 
labor  law.  It  touches  on  the  livelihool 
nearly  100,000  pensioners.  And  ri 
than  most  strikes,  its  outcome  will  sll 
the  industry's  future. 

The  high  stakes  are  why  the 
Pittston  imbroglio,  which  began  v( 
years  ago  when  negotiations  hi\ 
down,  has  become  one  of  the  most 
frontational  strikes  of  the  1980s. 
National  Labor  Relations  Board  ha 
sued  more  than  400  charges  of  ui 
labor  practices  against  Pittston  and| 
union,  more  than  it  ever  has  befon 
just  one  dispute.  Nearly  3,000  mi! 
and  supporters  have  been  arrested] 
picket-line  misconduct,  such  as  bloc 
roads  to  delay  trucks  hauling  coal  Ij 
mines  and  isolated  episodes  of  viok] 
Federal  and  state  courts  have  ord 


Mi 
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Nd  Data  NetworkCovers 
The  Country  LfeV\fe  Do. 


What  started  as  the  Sears® 
private  SNA  data  network  is 
now  one  of  the  largest 
third-party  networl<s  in  North 
America.  We  work  for  compa- 
nies of  all  sizes,  helping  improve 
the  flow  of  information  between 
their  data  centers  and  remote 
locations,  as  well  as  their  cus- 
tomers and  suppliers. 

By  using  the  Sears 
Communications  Network®, 
you  avoid  capital  investment 
and  the  problems  of  mainte- 
nance, operation  and  staffing 
for  network  management  of 


your  remote  sites.  Many 
customers  use  our  network 
service  in  addition  to  private 
facilities  that  are  already  up 
and  running. 

Not  only  can  the  Sears 
Communications  Network 
reduce  your  communications 
costs,  but  you'll  be  able  to  bud- 
get more  accurately  because 
we  bill  on  a  fixed  monthly 
cost-per-site  basis. 

You'll  also  be  able  to  use  ser- 
vices like  EDI  (Electronic  Data 
Interchange)  to  provide  an 
instant  flow  of  business  infor- 


mation between  your  company 
and  its  trading  partners. 

A  Sears  Communications 
Company^'  Account  Executive 
will  be  happy  to  explain  how 
our  SNA  value-added  data  net- 
work can  work  for  you.  Cafl 
now  for  more  information: 
1-800-255-3443. 


Sears 


communications  = 
company 


©1  989  Sears  Communicalions  Company   Seors,  Sears  Communicalicwis  Network  and  Seors  Communicahons  Company  are  registered  trademarks  o(  Sears,  Roebuck  and  Co 
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the  UMW  to  pay  fines  of  $23.5  million  for 
these  actions,  and  the  potential  fines  run 
into  the  "quintillions  of  dollars,"  says 
UMW  President  Richard  L.  Trumka. 

These  penalties  could  wipe  out  the 
union.  "The  Mine  Workers  must  win  this 
fight  to  survive.  It's  as  simple  as  that," 
says  the  president  of  a  major  union.  For 
this  reason,  much  of  organized  labor  is 
backing  the  UMW  with  financial  and  mor- 
al support.  Many  religious  groups  have 
demonstrated  for  the  union,  both  in  the 
coalfields  and  in  Greenwich.  The  compa- 
ny is  countering  with  a  public  relations 
campaign,  accusing  the  union  of  using 
"terrorist"  tactics. 

The  NLRB  has  filed  unfair  labor  prac- 
tice charges  against  Pittston,  alleging 
that  it  broke  the  law  by  making  many 
unilateral  changes,  such  as  eliminating 
health  care  benefits  and  arbitration  of 
grievances.  Largely  because  of 
the  law's  constraints  on  NLRB 
actions,  the  first  hearing  on 
these  charges  won't  be  held 
until  Oct.  23.  On  the  other 
hand,  the  NLRB  quickly  gained 
court  orders  to  restrain  al- 
leged worker  misconduct  on 
the  picket  line.  Without  criti- 
cizing the  NLRB,  the  Democrat- 
ic majority  staff  of  a  House 
labor  subcommittee  has  raised 
questions  about  an  "imbalance 
in  the  law"  that  enabled  the 
company  to  gain  swifter  relief 
from  alleged  wrongdoing  than 
the  union  could.  And  the  Sen- 
ate Labor  and  Human  Re- 
sources Committee  recently 
announced  it  will  hold  hear- 
ings on  the  Pittston  strike. 

The  Pittston-UMW  battle  be- 
gan in  1987.  Until  then,  Pitt- 
ston had  been  an  influential 
member  of  the  Bituminous 
Coal  Operators'  Assn.  (BCO.'\),  which  has 
negotiated  industrywide  agreements 
with  the  UMW  since  1950.  But  Pittston 
management,  led  by  Paul  W.  Douglas, 
chairman  and  chief  executive  officer 
since  1984,  decided  to  pull  out  of  the 
BCOA  before  it  negotiated  its  new  1988 
contract  with  the  UMW.  In  separate  bar- 
gaining with  the  union,  the  company  de- 
manded wide-ranging  changes  that 
would  have  undercut  rivals'  hourly  labor 
costs  by  $.5  to  $6,  the  UMW  estimates. 

Pittston  SI  ught  to  avoid  contributing 
to  industrywide  pension  and  health  bene- 
fit funds  ami  proposed  major  revisions 
in  work  praci  ices  (table).  It  wanted  the 
right  to  schedule  irregular  shifts,  to 
mine  on  Sunday,  to  make  overtime  man- 
datory, and,  especially,  to  subcontract 
most  kinds  of  mine  work.  The  company 
also  refused  to  give  hiring  preference  to 
its  4,000  laid-off  union  miners  when  it 


opened  new  mines.  The  union  has  sued 
Pittston,  suspecting  that  the  company  is 
gradually  transferring  coal  lands  from 
its  union  sector  to  nonunion  operations 
through  complicated  deeding  and  leasing 
arrangements.  Pittston  admits  it  has  re- 
organized some  coal  properties  but  de- 
nies any  illegalities. 

GETTING  NOWHERE.  The  union  views  Pitt- 
ston's  proposals  as  "a  classic  case  of 
union-busting,"  as  Trumka  puts  it.  But 
Mike  Odom,  president  of  Pittston  Coal 
Group  Inc.,  a  wholly  owned  subsidiary 
that  operates  the  company's  unionized 
mines,  says  the  changes  are  necessary 
to  achieve  "operational  flexibility"  to 
compete  in  the  export  market.  Pittston 
mines  high-quality  metallurgical  coal 
and  ships  757^  of  its  production  overseas. 
The  company,  says  Odom,  is  not  in  pre- 
carious financial  condition.  Indeed,  gov- 


ernment  figures  show  that  coal-mine 
productivity  at  Pittston  has  more  than 
doubled  since  1980.  But,  Odom  main- 
tains, Pittston  needs  concessions  to  com- 
pete against  government-subsidized  for- 
eign producers. 

The  UMW  had  hoped  to  avoid  a  fight.  It 
even  worked  without  a  contract  for  14 
months  after  the  old  labor  contract  end- 
ed Feb.  1,  1988.  But  Pittston  used  the 
pact  expiration  to  justify  canceling 
health  benefits.  This  affected  1,500  dis- 
abled miners  and  post-1974  retirees  and 
their  dependents  who  had  been  covered 
by  a  company  insurance  plan.  Criticized 
widely  for  this  action,  it  reinstated  the 
coverage  16  months  later.  Meanwhile, 
with  no  progress  in  bargaining,  the  min- 
ers went  on  strike  last  Apr.  5.  The  two 
sides  are  still  negotiating  intermittently, 
but  they  are  getting  nowhere. 

Pittston  and  the  UMW  disagree  over 


many  issues,  but  one  of  the 
involves  a  deal  made  39  years  age 
1950,  after  a  decade  of  labor  confli 
the  mines,  John  L.  Lewis,  then  the 
president,  negotiated  a  milestone  i 
Major  coal  companies  agreed  to  sejj 
an  industrywide  health  and  wel| 
fund,  financed  by  operator  paymij 
This  provided  pensions  and  lifei 
health  benefits  for  all  miners  wit 
years  of  service,  regardless  of  vi 
they  worked,  and  their  dependent! 
return,  Lewis  encouraged  operatoi 
mechanize  pick-and-shovel  jobs. 

Lewis  realized  that  thousands  of 
would  be  eliminated — the  loss  ultim; 
totaled  300,000— but  thought  the  fui 
least  would  protect  miners  in  theii 
age.  In  the  1970s,  the  fund  was  split 
four  separate  funds,  two  providing 
sions  and  two  providing  health  ben' 
The  benefit  plans  are  in 
shape — especially  one 
the  1950  benefit  fund, 
covers  118,000  pre-1974 
ees  and  their  dependents 
though  companies  are 
ing  $2.17  per  hour  worked 
this  plan,  it  had  a  $54  m 
deficit  on  June  30. 

Pittston  stopped  paying 
this  fund  in  1988  and 
UMW  demands  to  resume, 
ing  other  mining  compani 
make  up  the  difference, 
company  takes  this  poi 
even  while  acknowledging 
it  once  employed  som 
these  retirees.  Analyses  b 
UMW  and  BCOA  estimate 
ston's  beneficiaries  at 
5,000.  Pittston  says  the 
ber  is  less  than  1,000. 
take  care  of  our  own," 
says.  But  he  hasn't  pro] 
how.  He  accuses  the  fui 
"mismanagement"  and  says  f/jiij 
"We're  not  going  to  contribute.' 

This  is  a  highly  emotional  issue  i 
coalfields,  where  miners  traditi( 
have  taken  care  of  their  fathers 
grandfathers  who  worked  in  the  r 
They  feel  strongly  that  Lewis  an 
operators  made  a  binding  deal  tha 
not  be  unilaterally  undone.  "Legs 


IhePo: 


don't  think  we  could  ever  agree  to  !ipo[irt 


son  those  pensioners,"  Trumka 
"Morally,  I  know  I  won't  agree." 
'DEVASTATING.'  More  than  that,  Tr 
and  many  bcoa  operators  argue 
Pittston  is  allowed  to  avoid  the  b  [6  c 
payments,  other  operators  will  m  ^^^^^  . 
mad  dash  to  abandon  the  fund  wh(    " ' 
BCOA  contract  expires  in  1992.  "Th 
of  the  industry  has  already  tol(  '^'-'i', 
'We're  not  going  to  pay  for  Pitt 
pensioners,' "  Trumka  says.  De 
Robert  E.  Murray,  chief  executive 
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Si', 


146  BUSINESS  WEEK/OCTOBER  9,  1989 


Ve'll  never  try  to  sell  you  a  laser  printer 


/e  will,  however,  try  to  sell  you  on 
laser  printer  language. 

The  PostScript  language  from 
dobe  Systems. 

You  see,  there  are  two  kinds 
f  printers  and  typesetters 
I  the  world.  Those  that 
jpport  PostScript.  And  | 
lose  that  do  not. 

The  ones  that  do-at 
ist  count  there  were  46- 
'e  completely  compatible.  That 
leans,  when  you  print  a  file  on  a 
ostScript  printer  from  one  manu- 
icturer,  you  can  print  the  same 


file  on  a  PostScript  typesetter 
from  a  completely  different  man- 
ufacturer And  that's  good  to 
know,  since  more  than  25  different 
O.E.M.'s  have  adopted  the  Adobe 
PostScript  language. 

On  the  other  hand, 
when  you  print  a  file  on  a 
printer  that  doesn't  support 
PostScript,  that's  virtually 
the  only  place  you  can  print  it. 
Forever 

Since  there  are  so  many  differ- 
ent PostScript  printers  and  type- 
setters, you  can  pick  the  one  that 


meets  your  specific  needs.  For 
paper  handling  options.  Printing 
speeds.  Choice  of  resolutions. 
And  black  &  white  or  color  output. 

And  only  Adobe  PostScript 
gives  you  absolute  freedom  to 
select  the  best  hardware  and  more 
than  3,000  software  programs  for 
virtually  every  application,  plat- 
form and  budget. 

Isn't  it  time  you  bought  into  the 
PostScript  language? 


Look  for  the  PostScript  symbol  on  computers,  printers  and  other  products  that  support  PostScnpt  software  from  Adobe  Systems;  It's  your  guarantee  of  quality  and  compatibility 
lobe,  the  Adobe  logo  and  PostScript  are  registered  trademarks  and  the  PostScnpt  logo  is  a  trademark  of  Adobe  Systems  Incorporated.  61989  Adobe  Systems  Incorporated.  All  nghts  reserved 


PRESERVATION 

PLAN  ON  IT 


BELLE  GROVE  MIDDLFTOWN  VA  A  NATIONAL  TRUST  PROPERTY 

Planning  on  restoring  a  house,  saving  a  land- 
mark, reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a  wealth  of 
experience  and  help  preserve  our  historic  and 
architectural  heritage.  Join  the  National  Trust 
for  Historic  Preservation  and  support  preserva- 
tion efforts  in  your  community. 
Make  preservation  a  blueprint  for  the  future. 

Write.- 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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cer  of  Ohio  Valley  Coal  Co.:  "Pittsto 
trying  to  dump  its  liabilities  on  everj 
who  is  signatory  to  the  1988  conti 
This  can  have  a  devastating  impact 
the  industry." 

Abandoning  the  funds  could 
mean  death  for  the  BCO.\  and  indu 
wide  bargaining,  which  has  helped  si 
lize  the  coal  business  since  1950.  Inst 
companies  likely  would  try  to  unde 
one  another  on  labor  costs,  resuitin: 
what  BCO.\  President  Joseph  P.  Bre 
calls  "a  kind  of  laissez-faire  survi 
ism."  BCOA  companies  now  account 
about  357f  of  coal  production,  down  f 
more  than  507^  in  the  early  1970s. 
BULLYING?  Although  the  BCOA  cor 
nies  are  upset  by  Pittston's  beha' 
they  lay  part  of  the  blame  on  the  u 
for  failing  to  organize  thousands  of 
ers  in  new  mines.  Also,  in  recent  y< 
the  UMW  has  allowed  more  than  100 
panies  to  avoid  paying  into  the  bei 
and  pension  funds.  Trumka  conti 
that  most  of  these  operators  are  I 
new  companies  that  have  no  benel 
ries  in  the  1950  fund.  But  he  also  al 
large  operators  to  deviate  from  the  I 
contract  if  they  prove  financial  dist 
by  opening  their  books. 
'  Pittston's  Odom  wants  the  same  t 
ment,  although  he  refuses  to  open 
company  books  to  show  the  need 
concessions.  While  he  accuses  Tru 
of  "bullying  tactics,"  the  40-year-old 
yer  and  former  miner  is  by  no  mea 
villain  in  the  eyes  of  many  coal  e) 
fives.  Until  this  year,  they  gave 
credit  for  ending  a  decade  of  labor 
moil  in  the  coalfields  and  for  she 
restraint  in  negotiating  two  nat 
agreements  without  a  strike.  But 
operators  lost  some  faith  in  Trii 
when  massive,  often  violent  wi 
strikes  broke  out  last  June,  idling  \ 
30,000  miners  for  nearly  two  week, 
In  the  Pitts  ton  strike,  union  off 
have  focused  on  civil  disobedience  tJ 
to  slow  down  production.  While  ff 
any  UMW  members  have  crossed  p 
lines,  the  company  is  producing  at 
haps  one-third  of  its  normal  rate 
replacement  workers,  according  to 
estimates.  As  a  result,  coal  oper 
profits  declined  to  $8  million  in  the 
half  of  1989,  down  from  $21.4  milli 
the  same  1988  period.  But  Pittstx)i 
strong  cash  flow  from  other  subsid 
to  withstand  a  long  strike.  And  the 
which  is  paying  strike  benefits  of  ! 
$1.8  million  a  month  to  the  Pittston 
ers,  can  finance  a  long  stoppage  wi 
$95  million  strike  fund.  Perhaps  o 
third  party  can  find  a  way  to  unlocl 
bitter  dispute. 

By  John  Hoerr  in  Lebanon,  Va., 
Michael  Schroeder  in  Pittsburgh  and" 
Vogel  in  Stamford,  Conn. 
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PARTNER 

Our  client  is  one  of  the  international  leaders  in  the  field  of  management  consulting.  Half  of  the  Fortune  500 
are  among  its  clients. 

We  are  seeking  highly  successful  professionals  and  business  executives  with  a  track  record  of  new  business 
development,  skilled  in  closing  large  projects  to  a  wide  variety  of  buying  points.  The  sales  cycle  is  lengthy, 
and  requires  superb  skills  in  selling  intangibles.  The  ideal  candidate  is  verbally  fluent,  independent,  highly 
goal-oriented,  comfortable  in  taking  prudent  risk  and  a  consummate  consultative  sales  professional. 

Our  client  will  provide  complete  training  in  the  products  and  services  it  offers,  including  proprietary  approaches 
to  business  strategy,  innovation  and  continuous  process  improvement.  Systems  are  in  place  for  marketing, 
lead  generation,  training  and  client  support,  currently  supporting  over  60  partners  in  14  countries.  We  are 
seeking  veteran  consulting  and  business  professionals  who  will  enter  the  organization  as  full  partners  to  build 
their  own  businesses  while  being  part  of  an  international  network.  There  is  no  investment  or  buy-in  requirement, 
although  we  will  require  evidence  of  financial  stability  and  adequate  resources  to  perform  in  a  man- 
ner consistent  with  prescribed  quality  standards. 

We  will  review  detailed  resumes  for  the  next  30  days.  Candidates  who  pass  our  initial  evaluation  will  be 
invited  to  attend  a  weekend  session  for  an  in-depth  discussion  and  a  mutual  exploration  of  suitability. 
To  apply,  please  send  a  detailed  resume  and  compensation  history  to  the  address  below.  Be  as  specific  as 
possible  about  your  experiences  in  selling  and/or  managing  consulting  services,  whether  you  have  a 
geographic  preference  (there  are  openings  in  the  U.S.  and  overseas),  and  whether  you  have  particular 
language  capabilities  or  other  specialized  skills. 

IfVe  will  not  consider  submissions  that  fail  to  list  specific  employers  or  omit  compensation  histories,  and  we 
cannot  accept  phone  inquiries. 

SUMMIT  CONSULTING  GROUP,  inc. 

BOX  1009 
EAST  GREENWICH,  Rl  02818 


Positions  Wanted 


ned  Chief  Executive  seeks  challenging  position  with  turnaround  or  high 

company  Otters  following  skills  and  experience 

ears  as  CEO  of  two  high  tech  companies  in  $25  M  range 

Ineering  degree,  plus  two  years  Law  School 

ing  experience  in  marketing  and  sales 

ellent  strategic  planning  skills,  good  cost  control  mentality 

company  creates  availability  Call  or  write 

WMG,  Inc.,  29  Bradley  Road,  Weston.  CT  06883 
(203)  226-8734 


V  BusinessWeek 

.areerUpportunities 

:ss  Week  CAREER  OPPORTUNITIES,  a  new  bi-weekly  recruitment  ad- 
ng  section,  will  appear  in  the  2nd  and  4th  issue  every  month.  The 
ER  OPPORTUNITIES  section  offers  recruitment  advertisers  a  timely 
rtunity  to  reach  Business  Week's  more  than  7  million  responsive 
■rs  worldwide — a  larger  audience  of  executives  and  managers  than 
ther  business  publication. 

nancial,  Marketing,  EDP,  Engineering,  Sales  and  International  recruit- 
advertising  ...  the  Business  Week  CAREER  OPPORTUNITIES  section  is 
ace  to  be. 

ites  and  information  phone  3 1 2-337-3090  or  write  to: 

Louisa  Lamperis 
BUSINESS  WEEK  CAREER  OPPORTUNITIES 

1 00  East  Ohio,  Suite  632,  Chicago,  IL  6061 1 


Positions  Available 


Sales/ 

Sales  Management 
Opportunities  

Know  the  company 

Bull,  the  ninth  largest  computer  company  worldwide,  is  making  its 
name  by  providing  American  business  with  comprehensive,  flexi- 
ble, compatible  systems  solutions 

Know  the  positions 

Nationwide  opportunities  exist  for  Sales  Representatives  and  Sales 
Managers  in  the  following  markets  •  Manufacturing/Distribution 
•  Retail  •  Insurance  •  Public  Sector  •  Telecommunications 

Know  the  benefits 

We  offer  a  competitive  salary  and  a  comprehensive  benefits 
package,  including  dental,  profit  sharing  and  retirement  savings 
plans  Qualified  candidates  please  forward  your  resume  with 
salary  history  in  confidence  to  Employment  Manager,  Bull 
Worldwide  Information  Systems,  Dept.  BW,  4849  N.  Scott 
street,  Schiller  Park,  IL  60176.  We  are  an  equal  oppotlunity 
employer,  fvl/F/H/V  ^-^^ 


KNOW  BULL 


Systems 


Bull  • 


IT'S  A  PC  IT'S  A  TV 
IT'S  MULTIMEDIA 

ADD  A  CD  HERE,  A  VCR  THERE,  AND  YOU  MAY  HAVE  A  COMPUTER  REVOLUTION 


Learning  a  foreign  language  can  be 
a  drag — the  way  it's  done  now, 
anyway.  After  you  spend  a  few 
weeks  of  parroting  that  voice  on  the  cas- 
sette, or  even  following  a  good  teacher, 
mot'vation  starts  to  wane.  More  produc- 
tive, obviously,  would  be  to  plunge  into 
the  culture  and  learn  its  tongue  by  the 
simple  force  of  necessity:  If  a  full  stom- 
ach means  speaking  French,  you'll 
speak  French.  Unfortunately, 
hardly  anyone  can  afford  such  to- 
tal immersion,  even  at  the  local 
language  school. 

Rut  something  nearly  as  good 
may  be  coming  soon  to  a  desktop 
near  you:  Stanford  University  and 
Massachu.setts  Institute  of  Tech- 
nology, with  a  little  help  from  Ap- 
ple Omputer  Inc.,  have  put  Paris 
in  a  !.'!■..  They've  loaded  a  Macin- 
tosh corn])uter  with  color  pictures, 
video  clips,  maps,  tourist  sights, 
the  street  sounds  of  accordions, 
even  a  native  named  Philippe — all 
designed  to  put  American  Franco- 
philes through  an  adventure  in  the 


City  of  Light.  With  Macintosh  mouse  in 
hand,  students  can  explore  the  Metro, 
visit  locals  at  the  boulangerie — and 
learn,  along  the  way,  parler  FrauQais 
plus  facile  men  t.  In  this  mix  of  PC,  tele- 
vision, and  sound,  Apple  claims,  may  be 
the  language  lab  of  the  future. 

Just  a  decade  after  it  revolutionized 
the  computer  industry  and  the  business- 


tk  1 


WHAT'S  IN  MUillMtPIA 

VIDEO  Special  microchips  could  make  a  multimedia  ency- 
clopedia show  film  clips  of  Martin  Luther  King  Jr.'s  famous 
speeches,  as  well  as  provide  essays  about  his  work 

AUDIO  Loudspeakers  and  an  amplifier  could  let  synthe- 
sized voices  guide  persons  through  a  complex  computer 
application,  enhancing  the  usual  visual  aids 

LASERDISK  Storing  the  equivalent  of  hundreds  of  floppy 
disks,  the  optical  disk  would  be  the  means  to  distribute  mul 
timedia  titles 

CENTRAL  PROCESSOR  Key  to  it  all  are  high-speed  com 
puter  chips  designed  to  process  digitized  video  images  for 
instant  replay 


es  of  most  of  its  customers,  the  pers<  t  Prj; 
computer  is  set  to  do  it  again.  Befor 
simply  crunched  numbers  and  proces 
words,  throwing  in  the  occasional 
chart  or  digitized  sketch  for  decoral 
Now,  the  PC  is  receiving  a  major  tran 
sion  of  video  technology.  That  sh( 
lead  to  a  dazzling  new  hybrid  that 
display  sharp,  moving  color  images 
the  same  screen  with  spreadsb  > ; 
and  text.  Add  to  that  high-fid( 
sound  and  some  imaginative 
ware,  and  the  PC  may  becom|ti 
"multimedia"   tool   that — o 
again — could  change  the  way 
pie  work,  learn,  and  play.  ' 

The  biggest  names  in  com 
ing — and  some  in  television,  tc 
are  agog  over  this  prospect.  1 
Apple,  Intel,  and  Microsoft, 
name  a  few,  are  busily  promo 
multimedia  as  the  next  frontie 
PCs — even  though  it's  a  com 
they  can't  quite  agree  on  hov 
define  or  market.  For  some 
means  simply  choreograph 
text,  sound,  and  animated  gr; 


pets 

if 
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SPECIAL  R 


ics  to  create  relatively  crude 
cinematic  effects.  Others  re- 
serve the  term  for  PCs  that 
also  can  control  laser-disk 
s  and  VCRs  and  perhaps  even  dis- 
;he  contents  of  these  on  a  PC 
.  Still  others  look  forward  to  so- 
ated  and  expensive  systems  that 
treat  video  information  as  just  an- 
type  of  digital  data,  thus  permit- 
normous  flexibility  in  how  it  can 
ted,  manipulated,  and  displayed, 
itever  the  definition,  everyone  is 
ited  by  the  big  numbers  emanat- 
om  such  market  researchers  as 
)p  Presentations  Inc.  in 
ain  View,  Calif.  It  fore- 
in  $11.4  billion  market  for 
ledia  products  and  ser- 
by  1993 — up  from  just  a 
undred  million  this  year, 
iingly,  computer  execu- 
ire  tending  toward  the  ■ 
3olic:  "Multimedia  will 
e  the  world  in  the  ^ 
as  personal  comput- 
i  in  the  1980s,"  says  Apple 
nan  John  Sculley.  Micro- 
orp.  Chairman  William  H. 
Ill  has  insisted  that  "mul- 
a  will  be  bigger  than  ev- 
ng  we  do  today." 
I,  perhaps,  more  difficult 
S.  companies  to  dominate, 
le  first  time  in  the  history 

IBM,  Apple,  and  the  oth- 
lay  well  find  themselves 
ed  by  the  Japanese,  whose 
on  consumer  electronics 
them  control  of  such  cru- 
mltimedia  technologies  as 
monitors  and  optical  stor- 


ij^c  devices.  Companies  such  as 
Sony  Corp.  and  NEC  Corp.,  more- 
over, already  deal  in  both  TV 
and  computers,  and  they  look  increasing- 
ly well  positioned  as  the  two  technol- 
ogies combine. 

MEMORY  BUSTER.  Some  tough  technical 
problems  remain  to  be  tackled,  too.  Most 
PCS  today  require  extra,  specialized  cir- 
cuitry to  accept  video  signals  from  vcRs. 
And  more  powerful  multimedia  systems 
will  have  to  cope  with  the  gargantuan 
memory  requirements  of  digitized  video: 
A  standard  1-hour  digital  audio  disk  can 
store  merely  30  seconds  of  digital  video. 


WHO'S  WHO  m  MULTIMEDIA 

APPIE  COMPUTER  Extending  its  graphically  rich 
Macintosh  computers  to  handle  video  and  hi-fi  sound 

IBM  Endorsing  Intel's  DVI  scheme  and  aiming  for 
■  r      training  and  merchandising  markets 


"run \\\  IHTIl  Developing  DVI  (Digital  Video  Interactive) 
technology,  w/hich  v»/ould  give  PCs  full-motion  video 

MICROSOFT  The  No.  1  PC  software  developer  is  trying  to 
set  multimedia  standards  and  publish  nev/  titles 

COMMODORE  HIas  designed  its  PCs  to  process  video 
information  and  hi-fi  audio 

NEXT  Steve  Jobs's  workstation  is  designed  to  produce 
hi-fi  sound  and  has  a  built-in  optical  disk 

PHILIPS  Working  with  Sony  to  develop 
and  promote  interactive  video  systems 
using  its  CD-I  (Compact  Disc-Interactive)  standard 

FUJITSU  Selling  FM-Towns,  a  PC  with  built-in 
compact  disk  player 

NIC  Major  maker  of  video  games,  TVs,  and  com- 
puters that's  well-positioned  to  add  multimedia 


That  calls  for  new  ways  to  com- 
press and  store  video  data  without 
sacrificing  too  much  visual  accura- 
cy. But  not  too  many  ways,  for  the  lack 
of  a  dominant  storage  format  might  hold 
back  manufacturers  from  developing 
multimedia  disks  and  hardware  for  the 
mass  market.  It  could  be  Beta  vs.  VHS  all 
over  again. 

One  skep'.ic,  surprisingly,  is  Steve 
Jobs,  whose  Next  Inc.  sells  workstations 
that  boast  superior  graphics  and  CD- 
quality  sound.  Multimedia  capabilities, 
he  argues,  aren't  a  cinch  to  create  a 
major  new  market  the  way  the  Macin- 
tosh gave  birth  to  desktop  pub- 
lishing. In  the  absence  of  such  a 
blockbuster  application,  "multi- 
media could  become  the  'artifi- 
cial intelligence'  of  the  '90s," 
Jobs  says,  alluding  to  a  nebu- 
lous, early-'80s  software  fad 
that  failed  to  meet  overblown 
sales  and  technological  fore- 
casts. "Everyone  used  the  term 
'.Al'  to  mean  so  many  things  that 
nobody  ever  really  understood 
what  it  was." 

Such  problems  notwithstand- 
ing, excitement  is  mounting  over 
multimedia.  It  has  been  six 
years  since  PCs  made  their  last 
big  leap  in  user-friendliness:  the 
easy-to-use  graphics  popularized 
by  the  Mac.  Perhaps  partly  for 
lack  of  new  advances,  PC  sales 
i^ains  are  slowing  to  10%  to 
1.5%  annually,  a  crawl  by  the 
standards  of  recent  years.  The 
industry  hopes  that  adding 
sound  and  video  will  attract  a 
broader  audience.  The  first  tar- 
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H  Eyes  on  the  road:  Du  Pont  is  using  multimedia  in  training  its  truck  drivers,  whose  reflexes 
are  tested  under  simulated  rood  conditions 


THE  MONEY  IN 
MULTIMEDIA 


2- 


0- 


get  is  business,  where  multimedia  al- 
ready is  used  in  sales  demonstrations 
and  training.  For  instance,  Du  Pont  Co. 
uses  a  computer-controlled  video  system 
to  train  truck  drivers,  just  as  more  so- 
phisticated simulators  are  used  to  in- 
struct airline  pilots. 

The  other  potential  gold  mine  is  U.  S. 
homes,  only  207<  of  which  have  a  com- 
puter now.  Multimedia  systems  could 
break  that  market  open  with  engrossing 
new  entertainment,  education,  and  elec- 
tronic-information products.  "Multimedia 
is  necessary  to  ex- 
pand the  PC  market," 
says  Gates.  That's 
why  Microsoft,  the 
No.  1  producer  of  PC 
software,  is  pump- 
ing some  $10  million 
a  year  into  develop- 
ing technical  stan- 
dards and  software 
for  multimedia  ma- 
chines. It  isn't  alone: 
Apple  is  wowing  cus- 
tomers with  video- 
tapes of  what  it  calls 
"desktop  media"  and 
with  its  flashy  new 
multimedia  lab  in 
San  Francisco.  IBM 
has  a  similar  setup  in  Atlanta,  where  it 
works  on  mixed-media  systems  for  mer- 
chandising, education,  and  public  infor- 
mation kiosks. 

GARBAGE  OUT?  Apple's  Sculley  champi- 
ons the  new  technology  as  a  way  to 
extend  his  Macintosh's  shrinking  techno- 
logical lead  over  irm  pcs  and  their 
clones.  With  a  Mac,  he  claims,  virtually 
anyone  can  create  a  new  type  of  "docu- 
ment" that  adds  narration,  animation. 
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and  music  to  the  usual  text  and  graph- 
ics. Says  Tyler  Peppel,  multimedia  prod- 
uct manager  for  Apple:  "Everybody  is 
empowered  to  be  an  author." 

But  will  everyone  want  to  be?  Just  as 
desktop  publishing  produced  some  early 
typographical  eyesores,  multimedia  may 
empower  legions  of 
untalented  people  to 
turn  out  bad  TV: 
"Garbage  in,  gar- 
bage out,"  says 
Rand  Worrell,  a 
graphics  production 
artist  at  Mattel  Inc. 
in  Hawthorne,  Calif. 
In  short,  an  aesthetic 
mix  of  text,  video, 
and  sound  is  much 
easier  to  envision 
than  to  produce. 

That  perhaps  ex- 
plains why  rivals  IB.M 
and  Microsoft  art- 
taking  a  different 
tack  from  Apple, 
which  wants  to  give 
its  customers  the 
tools  to  make  their 
own  creations.  IBM 
and  Microsoft  seem 
determined  to  create 
a  market  for  pack- 
aged systems — 
paintings  instead  of 
a  palette.  Maybe  in  a  few  years,  multi- 
media computers  in  classrooms  could 
present  geography  lessons  through  a 
mix  of  words,  maps,  video,  and  sound, 
provided  on  compact  disks  that  students 
could  explore  at  their  own  pace.  At 
home,  one  might  watch  Charlton  Heston 
as  Moses  on  some  advanced  relative  of  a 


PC,  interrupting  the  film  to  dip  into  i 
history  of  the  Old  Testament.  Multir  ! 
dia  technology  won't  "replace  the  acti  ■ 
experience  of  smelling  a  rose  or  taking 
walk.  But  it  will  give  a  richer  expc;} 
ence"  than  either  computers  or  TV,  s^] 
Stephen  D.  Arnold,  head  of  the  g&nl 
division  at  Lucasfilm  Ltd.,  which  is  .  i 
veloping  multimedia  software  i- 
schools.  ! 

What's  beginning  to  make  all  this  pi|. 
sible  is  that  PCs  are  rapidly  gaining  fi 
power  to  store,  manipulate,  and  disp' 
more  kinds  of  information,  eventually  ■ 
eluding  full-motion  color  video.  Fas' 
microprocessors  already  have  made  cc- 
puter-animated  graphics  superior  i 
many  ways  to  what  traditionally  b 
been  seen  on  videotape  and  film.  Ai 
the  price  of  special  computer  chips  ca- 
ble of  processing  zillions  of  digital  h 
of  audio,  video,  and  traditional  datat 
the  same  time  is  falling  rapidly.  So, 
that  will  make  it  possible  for  even  so3 
armchair  enthusiasts  to  afford  the  rSi/ 
essary  equipment. 

FURNITURE  MOVER.  Long  before  t|^ 
happens,  however,  the  main  venue 
multimedia's  earliest  incarnations  will 
the  office,  where  applications  already] 
elude  merchandising,  training,  and  de 
ering  formal  presentations.  Desktop  1 
sentations  figu 
that  compar 
worldwide  sp' 


■  Buick-on-a-chip:  Numbers, 
graphics,  and  sound  effects  combine 
in  a  state-of-the-art  sales  pitch 
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other 
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graphs, 
visuals 
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as  boardrooms 


front  lobbies — mpdtvfj 
of  it  done  with 
puters.  Once 
right  hardware 
software  are  re; 
analysts  say  muc 
that  spending  o 
shift  to  multim 
systems.  Some 
ready  has.  ijj^j 
In  merchandis  (jf^-'f 


Steelcase  Inc. 
come   up  with 
"electronic 
chure"  to  launci 
new  line  of  o: 
furniture.  Usin 
handheld  mo 
customers  and 
signers  can  move  3-D  renderings  abc 
computer  screen  to  see  how  diffefl* 
furniture  would  look  in  a  specific  nH- 
While  a  recorded  voice  provides  proiff 
details  against  a  musical  backgrojii 
the  buyer  can  rearrange  the  furn:fJS 
and  change  its  upholstery  in  a  fliU; 
Mark  T.  Greiner,  Steelcase's  directc 


ft,  a 
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lation  strategies,  says  customers 
get  to  information  more  conve- 
1  than  by  pawing  through  pages  of 
ires." 

n  primitive  versions  of  multimedia 
oving  useful.  Either  at  home,  us- 
floppy  disk  they've  received  in  the 
or  in  dealer  showrooms,  prospec- 
uick  customers  can  browse  on  a  PC 
^h  descriptions  and  animated  pic- 
of  cars  on  a  screen,  complete  with 
'  sounds.  They  can  select  a  car 
and  options  and  watch  a  spread- 
program  calculate  payments  and 
re  prices  with  those  of  Buick's 
titors.  "The  important  thing  is  the 
ctive  element,"  says  Nancy  J. 
1,  manager  of  Buick  Motor  Div.'s 
)nic  product  information  depart- 
"People  spend  more  time"  with 
;  than  they  would  with  a  typical 
ire.  She  says  127^  of  those  who 
t  cars  after  receiving  the  ad-on-a- 
nded  up  picking  Buick — about  dou- 
usual  market  share. 
,he  training  field,  too,  multimedia 
like  a  boon.  U.  S.  companies — not 
ition  the  government  and  the  mili- 
spent  more  than  $40  billion  last 
■n  training,  much  of  it  on  instruc- 
film  projectors,  and  videotapes, 
fiedia  has  the  potential  to  replace 
chose.  For  instance,  GTE  North  Inc. 
5tfield,  Ind.,  is  finding  that  audio vi- 
oniputer  programs  can  provide  a 
•  understanding  than  do  lectures 
iks.  It's  using  computers  to  teach 
rs  how  to  fix  telephone  cables. 
:an  manipulate  pictures  of  special 
)n  a  computer  screen,  hear  telltale 
5,  and  watch  needles  move  on  sim- 
meters.  At  the  press  of  a  button, 
reen  can  zoom  in  on  a  manhole 
and  even  peer  beneath  to  reveal  a 
;t  conduit.  "It  gives  the  maximum 
it  of  hands-on  experience,"  says 
Rice,  an  instructor  at  the  GTE 
iary.  "The  retention  rate  has  to  be 
or  four  times  higher  than  lectures 
jncil  testing." 

timedia  has  caught  lots  of  inuigi- 
s  in  education,  too.  The  American 

Assn.  is  distributing  to  medical 
s  a  set  of  digitized,  interactive  les- 
n  how  to  manage  blood  cholesterol 

Designed  to  run  on  a  Macintosh, 
■ogram  gives  students  an  audiovi- 
undown.  The  centerpiece  is  a  five- 
3  computer-animated  cartoon,  in 

detailing  how  cholesterol  moves 
^h  the  blood  and  the  liver. 
iNO  PLACE.  The  value  of  multiuie- 
)n't  be  only  in  presenting  infornia- 
hough,  but  in  retrieving  and  evalu- 

it.  Workers  at  Owens  Corning 
?las  Inc.'s  Huntingdon  (Pa.)  plant 
ultimedia  terminals  to  analyze  and 
eshoot  production.  If  a  glitch  oc- 
m  a  compressor,  for  instance,  a 
r  can  view  close-up  pictures  of  the 


MULTIMEDIA  FOR  THE  MAC 
MAY  MAKE  THEM  MULTIMIIUONS 


arc  Canter  was  an  early  eclec- 
tic. At  Oberlin  College  in  the 
ilate  1970s,  he  studied  a  me- 
lange of  visual  art,  electronic  music, 
and  computer  programming.  Trained 
as  an  opera  singer,  he  also  dabbled  in 
kinetic  sculpture  and  holography.  "The 
wackier  the  better,"  recalls  the  burly 
32-year-old,  who  finally  earned  his  de- 
gree in  "intermedia." 

Now,  Canter's  passion  for  mixing  art 
and  technology  is  beginning  to  pay  off. 


SCULL  AND  CANTER'S  SOFTWARE  ALREADY  HAS  A  CULT  FOLLOWING 


MacroMind  Inc.,  which  he  co-founded 
in  1984  with  artist  and  musician  friends 
as  a  "software  rock  'n'  roll  band" — an 
unholy  mix  of  creative  types — has  shot 
ahead  as  the  early  leader  in  multimedia 
software.  Its  annual  sales  are  still  un- 
der $10  million,  but  MacroMind's  Direc- 
tor program  is  the  first  to  gain  a  seri- 
ous following  among  multimedia 
aficionados.  The  $695  package  helps  as- 
semble words,  graphics,  video,  anima- 
tion, and  sound  into  slick,  near-cinemat- 
ic business  presentations  and  training 
sequences  that  play  on  the  color  screen 
of  an  Apple  Computer  Inc.  Macintosh. 
PIZZA  PIE  CHARTS.  From  their  brick- 
walled  loft  in  San  Francisco,  Macro- 
Mind  employees  hope  to  create  a  new 
market,  much  as  Aldus  Corp.'s  Page- 
Maker program  helped  launch  the  $4.7 
billion  desktop-publishing  business  in 
1985.  To  do  that,  Canter  recruited  for- 
mer Apple  desktop  publishing  market- 
er John  Scull,  38,  to  run  MacroMind  as 
president  and  chief  executive.  With 
Scull  forging  business  and  marketing 
strategies  and  Chairman  Canter  as 
chief  technologist,  MacroMind  is  laying 
the  groundwork  for  what  it  says  will 
be  an  era  of  audiovisual  computing. 
Says  Canter,  a  former  designer  of  vid- 
eo games:  "Text-based  machines  are 


the  devil.  I  see  multimedia  as  nothing 
less  than  a  new  art  form." 

If  multi  is  the  medium,  business 
customers  seem  to  be  getting  the  mes- 
sage. Jack  Butler,  a  multimedia  devel- 
oper in  Troy,  Mich.,  used  Director  to 
create  an  electronic  annual  report  for 
Domino's  Pizza  Inc.,  complete  with 
charts  animated  with  moving  trucks 
and  a  soundtrack  and  pictures  of  com- 
pany executives.  Using  Director,  Gen- 
eral Motors  Corp.  has  trained  new 
workers  for  its  as- 
sembly lines.  Direc- 
tor helped  anima- 
tors create  flashy 
sequences  for  5^07- 
Trvk  V  and  some 
recent  Reebok  TV 
commercials.  And  at 
Hughes  Aircraft  Co. 
in  Carlsbad,  Calif., 
Russell  V.  Yanda 
uses  Director  to 
help  salespeople 
prepare  their  pitch- 
es. It's  "the  best 
sales  tool  you  can 
find,"  he  says. 

MacroMind  is  no 
shoo-in  as  the  next 
software  superstar.  For  one  thing,  it 
still  has  to  sell  the  gray-flannel  set 
on  the  benefits  of  glitzing  up  their 
spreadsheets  with  brass  bands  and 
dancing  bar  charts.  Says  John  Doerr, 
general  partner  at  Kleiner  Perkins 
Caufield  &  Byers,  a  venture-capital 
firm  that  invested  in  MacroMind  last 
April:  "They've  staked  out  the  techno- 
logical high  ground.  Now,  the  chal- 
lenge is  making  the  benefits  compel- 
ling and  easy  to  understand."  Scull 
concedes  that  Director's  biggest  audi- 
ence remains  industrial  customers, 
such  as  ad  agencies  and  corporate 
training  departments — "graphic-think- 
ing people,"  he  says,  who  still  repre- 
sent only  5'a  to  107  of  today's  comput- 
er buyers. 

But  MacroMind  has  been  sowing 
some  potent  seeds.  It  has  trained  more 
than  1,000  computer  dealers  and  Apple 
salespeople  on  using  Director.  And  Ap- 
ple is  counting  heavily  on  Director  to 
help  propel  its  Macintosh  ahead  of  IBM 
and  its  PS/2  lii.t.'  m  the  emerging  mul- 
timedia battk>.  Ciiiti  r  even  hints  that 
an  IB.M  vor.-5ioii  nl'  1  iirtctui-  i.-^n'i  bevnd 
the  realm  of  jjo.->.Mbiliiy.  His  sotLware 
rock  'n'  roll  band  soon  may  be  climbing 
the  charts. 

btj  M,,,  ,,l  Ill   S-m   t  I' 
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A  MACHINE  THAT  HELPS  YOU  SLEEP  AT  NIGHT. 


Peace  of  mind. 

If  you'd  like  your  family  to  have  more  of  it,  think 
of  The  Xerox  Financial  Machine  as  your  very  own 
security  blanket. 

Those  sweet  dreams  for  college  can  become  a 
reality  with  annuity  and  life  insurance  programs 
from  Xerox  Life.  You  can  rest  easier  when  your 
home  and  business  are  insured  by  Crum  and 
Forster.  There's  a  powerful  portfolio  of  mumal 
funds  and  insured  unit  trusts  from  Van  Kampen 
Merritt.  Prudent  pension  fund  management  and 
administration  are  why  many  fine  companies 
have  turned  to  Furman  Selz.  And  Xerox  Credit 


can  lease  your  business  a  single  Xerox  copier.  Or! 
finance  a  whole  factory  fiill  of  equipment  for  mak- 
ing snuggly  teddy  bears. 

It's  all  part  of  Xerox  Financial  Services.  Withi 
over  $17.5  billion  in  assets,  we're  a  powerful  group! 
of  financial  companies  that  understands  how  hard 
you've  worked  to  get  where  you  are  today. 

And  how  important  it  is  for  you  to  feel  secure 
tonight. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  you  sleep  at  night,  just  tell  us  your  finan- 
cial needs.  Write  Xerox  Financial  Services,  PO. 
Box  5000,  Norwalk,  CT  06856. 


affected  parts.  Meanwhile,  another  com- 
puter can  help  diagnose  the  problem  by 
posing  a  series  of  questions  about  the 
breakdown  and  making  inferences  from 
the  answers  it  receives.  Digitized  sounds 
of  tapping  or  hissing  can  also  help  iden- 
tify the  problem.  And  a  recorded  voice 
guides  the  worker  through  the  entire 
procedure.  "Multimedia  allows  people 
easier  access  to  information  and  pulls 
together  diverse  knowledge,"  says  Wil- 
liam H.  Corbin,  a  systems  engineer  at 
the  fiberglass  plant. 

Just  like  film,  moreover,  multimedia 
can  transcend  the  constraints  of  time 
and  place — at  a  fraction  of  the  cost. 


vices:  Today's  electronic  mail  messages 
could  be  extended  to  include  animation, 
video,  and  voice-annotations. 

In  a  step  in  that  direction,  Domino's 
Pizza  Inc.  already  has  installed  a  nation- 
wide information  system  at  its  ware- 
house and  distribution  operations  that 
acts  as  a  giant  audiovisual  bulletin 
board.  Employees  call  up  animated 
graphics  illustrating  the  company's  fi- 
nancial performance  and  still  pictures  of 
their  bosses — posed  as  if  on  baseball 
cards.  Workers  can  draw  on  a  library  of 
video,  sound,  and  text  to  create  their 
own  training  manuals,  too. 

So  far,  these  and  most  other  multime- 


Competitive  Solutions  Inc.  in  McLean, 
Va.,  is  working  on  a  computer  system 
for  realtors  that  would  let  home  buyers 
take  an  audiovisual  tour  of  houses 
acr-^ss  the  country.  Someone  in  Boston 
couid  see  full-screen  photos  of  houses  in 
Sun  Diego,  for  instance,  and  could  even 
stro'i  through  the  house  room  by  room 
to  ti^i'  accompaniment  of  audio  descrip- 
tions :rKl  music.  A  national  data  base  of 
hons-  ■  or- Id  be  updated  daily. 
'BASE'S;,:^ ".  CARDS.'  Multimedia  could 
open  uii  '.v  forms  of  communication, 
too.  If  aj  .vhen  PCs  handle  video  as  a 
standard  .iture,  workers  in  different 
offices  coi  !;j  see  one  another  and  inspect 
documents  while  on  the  phone.  Reese 
Jones,  president  of  Farallon  Computing 
Inc.,  which  produces  software  for  the 
Macintosh,  foresees  n  ultimedia  mail  ser- 


dia  systems  incorporate  only  still  pic- 
tures or  computer-animated  cartoons. 
But  multimedia  will  take  on  an  entirely 
new  character — and  cost — when  full-mo- 
tion video  is  added.  Such  technology  is 
not  that  far  away.  The  PC  already  is 
revolutionizing  the  making  of  semipro- 
fessional  and  industrial  videotapes:  PCs 
are  the  primary  tool  for  creating  their 
titles  and  special  effects.  And  analysts 
believe  that  the  opportunities  for  using 
PCs  in  filmmaking  will  multiply  as  multi- 
media computing  adds  true  video.  U.  S. 
companies  currently  spend  millions  a 
year  to  crank  out  videos — everything 
from  the  CEO's  annual  pep  talk  to  new- 
product  launches. 

The  leader  in  this  niche,  and  a  compa- 
ny that  may  enjoy  renewed  growth  as 
multimedia  computing  catches  on,  is 


Commodore  International  Corp 
Amiga  computer  was  designed  V!j( 
mixed-media  applications  in  mind,  sji 
David  Archambault,  director  of  busirj; 
marketing.  The  machine  accepts  anaji 
video  signals  using  only  a  fraction  of 
add-on  equipment  that  most  other  ji 
require.  It  includes  special  microcfc 
for  animating  complex  graphics  and  ]>, 
ducing  stereo  sound.  And,  in  contrast 
most  other  PC  brands,  its  basic  soft\V|i 
can  make  all  of  these  functions  w^: 
simultaneously.  Says  Archambault:  '4 
feel  perfectly  positioned  to  take  ad^v 
tage  of  the  new  awareness  of  multi* 
dia  computing." 

Far  more  popular  in 
overall  PC  market,  thoi 
is    Apple's  Macint( 
which  many  view 
good  machine  for  mult 
dia  because  of  its  ad 
ness  with  color  grap 
and  sound.  Apple's 
perCard  software,  1 
into    the  Mac, 
makes  it  easy  to  or 
programs  incorpora 
text,  pictures, 
sound.  Still  others 
Jobs's  Next  comp 
as  potentially  better 
cause  it  includes 
standard  equipmen 
optical  disk  drive 
could  cope  with  th( 
luminous  audio  and 
eo  data  that  sopl 
cated  multimedia 
grams  will  use.  The 
chine  also  contains 
cial  high-speed 
to  synthesize  qu 
sound   and  grap 
Imagine  Inc.  in  Yps 
ti,  Mich.,  is  crea 
multimedia  soft 
for  Next's  comp 
that  is  similar  to  MacroMind  Inc.'s  I 
tor  program  for  the  Mac  (page  155 
Microsoft's  Gates,  on  the  other  1 
believes  the  multimedia  market  \ 
blossom  until  very  low-priced  comp' 
come  with  compact  optical-disk  d 
and  better  graphics  and  sound.  Cui 
ly,  a  Mac  II  or  IBM  PS/2  equipp( 
handle  CDs  and  high-quality  graphic 
cost  upward  of  $10,000.  Gates  t' 
that  $3,000  is  the  price  at  which  dei 
will  soar — and  that  may  not  be  fai 
IBM  is  said  to  be  working  on  a 
priced,  CD-playing  PC  to  be  introcj* 
next  year.  Meanwhile,  Japan's  Fntt' 
Ltd.  has  sold  some  27,000  units  ( 
$2,300  FM-Towns  machine— essentiii 
PC  with  a  built-in  CD  drive.  And  thaivll 
in  just  three  months  on  the  market. 
Apple's  Peppel:  "To  make  [multinito 
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You  expect  your  employees  to  com- 
municate with  each  other.  Yet  your 
computer  systems  may  not  be  at  all  con- 
versant. Why  expect  less  of  them? 

A  Local  Area  Network  can  weave 
your  business  systems  together  with  a 


standard  LANguage.  A  Memorex  Tfelex 
LAN  allows  your  computers,  workstations 
and  storage  systems  to  work  as  one 
with  a  common  tongue.  Communicating 
as  well  as,  say,  a  board  of  directors. 
Often  better 


«  MEMOREX  TELEX 

We  speak  the  lAhguage  ol  business:" 

For  a  deiailed  look  al  the  LANguage  of  Memorex  niex  products,  call  I-800-950-3465.  ©  1989  Memorex  Vplex 
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Concoi  3i  ^cuiHtrs  and  chil- 
dren's dirt  bikes  would  be  in 
for  rough  landings  H'sre  it  notfof 
Akzo's  Crystex  ^  insoluble  sulfur 

Crystex  additives  make  high 
performance  radial  tires  pos- 


sible and  toughen  rubber  so  it 
can  bounce  back  into  shape  again 
and  again. 

As  a  matter  of  fact,  without 
our  products  the  tires  on  a 
Concorde's  landing  gear  would 


need  replacement  after  every 
touch  -  down,  invisible  on  the 
finished  product  but  essential 
to  its  performance  -  as  are  the 
industrial  fibers  from  Akzo  that 
toughen  the  same  tires  -  Crystex 


products  are  just  a  <<« 
ample  of  one  of  Akzs 
activities:  turning  coin" 
into  specialties.  > 

Akzo's  specialty 
are  also  an  unseen  yes« 


ROUJNG. 


in  modern  papers,      nearly  all  of  these  applications 
gents,  fabric  soften-     in  close  cooperation  with  our 
clients.  Many  are  based  on  the 
more  than  20,000  patents  award- 
ed to  our  researchers. 

Akzo.  We're  70,000  people  in 


medicines,  synthetic 
iputer  chips,  insecti- 
iives  and  hundreds  of 
IS.  We've  developed 


50  countries,  active  in  chemicals, 
fibers,  coatings  and  health  care. 

For  further  information 
please  write  to  Akzo  America  inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


.fi 


mainstream  or  mass  market,  there  needs 
to  be  tighter  integration  [of  components] 
than  today — so  you  don't  need  a  PhD  in 
cables."  Once  the  price  dips  below 
$1,000,  Gates  believes,  such  machines 
will  start  moving  into  homes — perhaps 
by  the  mid-1990s. 

Japanese  companies  may  have  the 
edge  in  selling  cheap  multimedia  ma- 
chines by  virtue  of  their  control  of  the 


U.  S.  consumer  electronics  market.  They 
already  are  dominant  suppliers  of  key 
components  such  as  CD  drives  and  color 
monitors.  All  that's  needed  is  a  firmer 
set  of  technical  standards,  analysts  say, 
and  the  Japanese  will  have  a  low-priced 
system  to  sell. 

Already,  Dutch  laser-disk  pioneer  Phil- 
ips has  lined  up  Sony  and  Matsushita  of 
Japan  to  work  with  it  on  something 


called  Compact  Disc-Interactive  (CD-I 
low-cost  computer  that  plugs  into  Si 
dard  TVs  to  display  text  and  video  st; 
on  CDs.  American  Interactive  Medij 
Philips  subsidiary,  is  creating  such  || 
sentations  as  a  tour  of  the  Smithsoi 
Institution,  a  "coloring  book"  for 
and  a  collection  of  children's  Bible' 
ries.  Philips  also  is  aiming  CD-I  at  in' 
trial  training  jobs.  Sony,  meanwhilj 


ILLUSTRATED  MOZART?  DO-IT-YOURSELF  DOCUMEHTARIES? 

THAT'S  'INFOTAINMENT' 


Silicon  Valley  may  have  the  com- 
puters, but  there's  a  piece  of  the 
multimedia  equation  that's  still 
missing:  the  titles,  or  packages  of  in- 
formation, for  those  computers  to 
"play."  A  new  form  of  publishing  will 
emerge  to  provide  that.  And  already, 
the  race  is  on  to  see  who  can  produce 
the  first  best-seller. 

Time  Warner,  ABC  News,  and  Na- 
tional Geographic  Society  are  off  to  a 
fast  start.  They  see  myriad  opportuni- 
ties in  multimedia  for  what  they  call 
"infotainment"  or  "edutainment."  In 
fact,  selling  such  data  may  turn  out  to 
be  the  most  lucrative  part  of  the  multi- 
media business.  "The  content  drives 
the  whole  thing.  Nobody  will  buy  a 
computer  if  there's  nothing  interesting 
to  do  with  it,"  says  Stan  Cornyn,  presi- 
dent of  Warner  New  Media  in  Bur- 
bank,  Calif. 

Because  multimedia  publishing  is 
still  embryonic,  many  potential  suppli- 
ers are  holding  back,  uncertain  of  com- 
peting technical  standards.  They  also 
don't  see  big  markets  yet.  Schools  are 
an  obvious  one,  but  few  own  the  ex- 
pensive hardware  needed  for  multi- 
media. "It's  a  chicken  and  egg  prob- 
lem," says  Cornyn.  "But  maybe  we 
could  make  a  few  eggs  ahead  of  time 
and  wait  for  the  chickens  to  grow  up." 
AMADEUS  EX  MACHINA.  Warner  New 
Media  is  doing  just  that.  This  fall,  it's 
introducing  a  series  of  CDs  that  store 
audio  and  data.  The  first  three-disk  set, 
at  $6G,  presents  Mozart's  opera,  The 
Magic  Flute.  It  can  be  played  like  a 
regular  music  CD.  But  by  playing  it  in 
the  right  drive  hooked  to  an  Apple 
Computer  Macintosh,  listeners  can  get 
a  lot  more  than  just  sound.  The  Mac 
will  present  written  commentary  by 
scholars,  and  English  and  German  ver- 
sions of  the  libretto — timed  to  the  sing- 
ing. It  can  even  look  up  adagio  or  al- 
legro in  an  illustrated  glossary  and 
provide  examples  of  each. 
Others  see  a  chance  to  repackage 


existing  information.  ABC  News,  for  in- 
stance, has  formed  a  new  division  to 
produce  laser  disks  for  schools.  Its 
first  disk,  at  $395,  explores  the  1988 
Presidential  campaign  with  host  Peter 
Jennings.  It  includes  footage  taken 
throughout  the  election  year  and  data 
on  candidates,  issues,  and 
results.  Using  a  Mac,  stu- 
dents can  create  their  own 
documentaries  contrasting 
Republican  and  Democrat- 


ic conventions  and  strategies.  "We're 
opening  up  our  archives  in  a  new 
way,"  says  E.  Jane  White,  director  of 
educational  services  for  ABC  News  In- 
terActive,  which  plans  to  produce  10 
disks  a  year.  Others  will  focus  on  Pal- 
estine, AIDS,  and  drug  abuse. 

Some  publishers  are  creating  entire- 
ly new  multimedia  material.  Robert 
Abel,  a  producer  of  commercials,  is  de- 
veloping an  audio-visual  data  base  wov- 
en around  Picasso's  Guernica,  which 
depicts  the  1937  bombing  by  fascists  of 


a  Basque  city.  Viewers  can  bro\ 
through  a  cross-indexed  collection 
text,  images,  and  sound  on  Picass 
life,  works,  and  times — even  intervit 
with  the  artist  himself.  Abel's  aimin 
for  schools  and  museums.  And  by 
constructing  hours  of  court  testimi 
about  the  Three  Mile  Island  accid( 
the  Harvard  business  school  has  cr>j 
ed  the  first  of  a  planned  series  of  r 
timedia  disks  about  crisis  managemi 
'IT  TAKES  TIME.'  Many  of  the  new  ti 
will  be  reference  works.  The  Opt| 
Publishing  Assn.  in  Columbus,  0 
says  425  nonrrmsical  CD  titles  are 
on  the  market,  up  from  325  in 
And  the  number  of  CD  drives  for 
puters  has  grown  to  400,000  wi 
wide,  up  from.  170,000.  Most  of  the 
titles  are  electronic  books — medical 
erences,  catalogs,  and  bibliographit 

Now,  those,  too,  are  going  multi 
dia.  Next  January,  Encyclopaedia 
tannica  Inc.  will  release  its  26-vob 
Com  plan's  Eyicyclopedia  on  an 
CD,  complete  with  15,000  illustrat 
and  45  animation  sequences.  The 
also  will  contain  an  hour  of  audio 
eluding  John  F.  Kennedy's  inaug 
speech.  Microsoft  Corp.  rece 
formed  a  group  to  publish  multim 
CDS.  "It  takes  time  and  experime 
tion  to  create  a  new  genre,"  says  a 
ciate  publisher  Susan  Lammers. 
we  expect  to  see  very  rich,  interac 
multimedia  products  in  the  next  ye 

The  multimedia  market  is  trigge 
new  alliances.  Apple,  Lucasfilm 
National  Geographic,  for  instance, 
cooperating  on  Geography  TV,  or 
an  audiovisual  package  for  junior 
social  studies.  Slated  for  release  in 
ly  1990,  it  will  use  National  Geogr 
ic's  photo  library  to  explore  U.  S.  h 
ry  and  geography.  Says  Nick  An 
editor  of  the  newsletter  Multim 
Computing  &  Presentations:  "T 
are  lots  of  potential  information 
lishers.  New  kingdoms  will  be  bui 
By  Maria  Shao  in  San  Fran 
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Designed  to  deliver. 


'FAX  300.  THE  AFFORDABLE  FACSIMILE 
[TH  MEMORY  BROADCASTING. 

You  can  see  the  difference.  The  NEC 
TAX  300  introduces  high-end  advantages  to 
i-priced  facsimile. 

It  delivers  memory  broadcasting  —  so  you 
1  transmit  up  to  7  pages  to  as 
ny  as  20  locations  without  wait- 
;  to  reload.  All  with  a  minimum 
effort. 

NEFAX  300  delivers  paper- 
art  performance  —  storing  up  to 
ages  in  memory  if  your  paper  runs 
:.  Automatic  paper-cutting  and  a 
sheet  feeder  are  also  standard. 


NEB\X  300  delivers  transmission  speeds 
reaching  15  seconds  per  page,  speed-dialing  up  to 
100  phone  numbers,  CCITT  Error  Correction 
Mode,  16-level  gray  scale  reproduction  —  even 
select  reception  to  screen  out  unsolicited  fax. 
NEC's  NEFAX  300.  An  unequaled  mid- 
range  facsimile  package.  It  delivers 
more  than  your  documents.  It 
delivers  you  from  attending  to  your 
facsimile  when  you'd  rather  be 
tending  to  your  business. 

Learn  more  about  the  tech- 
nology and  quality  that  come  with 
every  communications  package  from 
NEC.  Call  us  at  1-800-STARFAX.'" 


^  Computers  and  Communications 
89  NEC  America,  Inc. 


SEC 


If  your  company  has  some  equipment  or  excess 
entory  it  doesn't  need  anymore,  call  EAL.  Well  turn 
lur  tax  deductible  donation  into  scholarships  for 
dy  students,  and  supplies  for  worthy  colleges. 


Kducational  Assistance  Ltd  Phone  (312)  690-0010,  or  write  PO.  Box  3021,  Glen  Ellyn,  IL  60138. 
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NTERNATIONAL 


INTERNATIONAL 
HIGHTECH 

Feb. 26, 1990 


Closing  Jan.  22, 1990 


WORLDWIDE 
AUTOMOTIVE 
INDUSTRY 

Apr.  9, 1990 


Closing  Mar.  5, 1990 


Spei 
Editorial 
Reports 
Calendar 


INTERNATIONAL 
HOT  GROWTH 
COMPANIES 

May  21, 1990 

Closing  Apr.  16, 1990 


GLOBAL  1000 
July  16, 1990 

Closing  June  11, 1990 
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Bu'sines! 


INTERNATIONAL 
BANKING 


July  2, 1990 

Closing  May  28, 1990 


^^ritten  by  the  editors  of 
Business  Week,  these  reports  will 
be  a  scheduled  feature  or  cover 
story.  Here's  your  opportunity  to 
match  a  specific  marketing  need 
to  a  compatible  editorial  envi- 
ronment. For  more  information  or 
to  reserve  space,  call  your  local 
Business  Week  International 
representative  today! 
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GLOBAL  FINANCE 
Oct.  1, 1990 

Closing  Aug.  27, 1990 


INTERN  AT  lONALHsa  ■ 

BusinessWeek 


Frankfurt:  Percy  Fohrbach  (69)  72-01-81 
Hong  Kong:  Stephen  Marcopoto  (5)  8682010 
lausanne:  Irmgard  Fischer  (21)  27-44-11 
London:  Brian  Fairclough  (1)  493-1451 
Milan:  Roberta  Laureri  (2)  890-10-103 
New  York:  Hoi  Berry  (212)  512-3867 
Paris:  Bruno  Hermann  (1)  42-89-03-81 
Stockholm:  Andrew  Kornig  (8)  4400-05 
Tokyo:  Paul  Ishii  (3)  581-9811 
Vienna:  Hons  Csokor  (1)  715-76-84 
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considering  forming  a  consortium  of 
companies  interested  in  developing  other 
multimedia  equipment. 

More  intriguing  is  a  more  flexible  al- 
ternative to  CD-I  that's  slated  to  be  on 
the  market  next  year:  a  technology 
called  digital  video  interactive,  or  DVI. 
Developed  originally  by  RCA  Corp., 
which  sold  it  to  Intel  Corp.,  DVI  attempts 
to  solve  the  problem  of  compressing 
bulky  video  footage  into  a  form  that 
even  low-performance  computers  can 
cope  with.  It  can  reduce  memory  re- 
quirements by  factors  of  100  or  more. 
Compressed  data  are  stored  on  optical 
disks,  but  when  needed  for  display,  a 
pair  of  special  Intel  microchips  retrieves 
from  them  full-color  video  images — at  a 


media  as  a  natural  extension  of  the] 
And  DVI  will  help  us  move  video  iri 
efficiently  through  networks."  Otl 
companies — including  Apple,  Phil! 
Sony,  Toshiba,  and  Fujitsu — are  worll 
on  competing  techniques.  But  none  i| 
close  to  being  marketed  as  DVI. 
'BIG  JUMP.'  Hardest  to  predict  is 
the  technology  will  be  mature  ei 
and  cheap  enough  to  bring  full-blj 
multimedia  systems  into  the  office 
home.  Some  observers  are  not  sure 
desktop  computers  are  up  to  banc 
DVI  yet.  "Even  if  you  say  it's  sev 
years  away,  you're  talking  a  prettyl 
jump  in  memory  and  processing  spe^ 
says  Barrel  Whitten,  electronics  ana 
at  Prudential-Bache  Securities  Ltd 


'Edutainment':  With  a  Mac  and  a  laser  disk,  students  can  create  their  own  documentor 


rate  of  30  frames  per  second.  That 
makes  it  easier  for  a  computer  to  ramble 
through  large  collections  of  video  clips, 
rapidly  plucking  out  whichever  scene  is 
called  for.  That's  much  faster  than 
searching  for  scenes  by  scrolling  back 
and  forth  through  a  videotape. 

Intel's  technology  still  has  weakness- 
es. DVI  images  move  less  smoothly  than 
standard  video.  And  the  gear  needed  to 
record  DVI  data  now  costs  more  than 
$20,000,  though  Intel  says  that  could 
drop  next  year,  to  between  $5,000  and 
$15,000  depending  on  the  quality  needed. 

Still,  DVI  stands  to  catch  on  as  a  stan- 
dard video  format  for  small  computers — 
if  only  because  IBM  has  chosen  the  tech- 
nology for  future  use  in  its  PS/2s.  Says 
Satish  Gupta,  manager  of  IBM's  mixed- 
media  products  group:  "We  see  multi- 


Tokyo.  And  the  software  needed  b 
ate  DVI  and  similar  full-video  prei 
tions  will  take  even  longer  to  creai 

Given  the  technical  obstacles, 
long  road"  to  full  multimedia  comp' 
says  Steven  T.  Mayer,  chairman  of  i 
tal  F/X  Inc.,  a  Mountain  View 
maker  of  desktop  computers  used  i: 
eo  production.  "But  we're  reachingj 
stones  faster  and  faster."  And  on 
even  for  the  most  demanding  Frji 
phile,  perhaps  a  PC  really  will  bd 
next  best  thing  to  being  there. 

By  Maria  Shao  and  Richard  Brari  * 
San  Francisco,  with  Neil  Gross  in 
and  John  W.  Verity  in  Netv  York 


For  information  on  reprints  of  this  Special 
call  Business  Week  Repnnts  at  609  426-5 
wnte  Business  Week  Reprints.  P.O.  Bo: 
HIgtntstown,  N.J.  08520. 
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How  do  you  get  one  of  these  babies 
off  the  drawing  board  and 
onto  the  road  in  record  time? 

You  start  by  saying,  ^ 
"Let's  reach  a  Me  higher 


Robert  W.  Morrisott 

Product  Engineering 
Manager,  Cab 
Freighmher  Corporation 


Larry  Murray 

General  Purchasing  Agent 
Freightliner  Corporation 


i 

Time  was  when  heavy-duty  truck  designs  changed  about  once  a 
decade.  But  no  more.  Global  competition  has  accelerated  the  process 
and  the  automotive  people  of  Rockwell  are  responding  in  support  of 
their  tmckmaking  customers.  One  example  of  business  in  the  fast 
lane  is  a  challenge  we  got  from  the  team  at  Freightliner:  Design  a 
complex  plastic-composite  hood  and  fender  assembly  and  deliver  it 
in  about  half  the  normal  time.  Here's  the  story  from  die  people 
who  made  it  happen. 


1  ^  1 

■ 

■ 

Morrison:  There  is  a  definite  trend 
aerodynamics  in  heavy  trucks  to 
iprove  fiiel  efficiency  Our  latest  design 
dressed  this  customer  need,  and  we 
inted  to  get  into  production  quickly 
lat's  where  Rockwell  really  helped. 
Murray:  First  we  put  together  a  team 
manufacturing,  engineering  and 
rchasing  people  and  began  evaluat- 
5  suppliers.  TWenty-four  months  is  a 
irmai  schedule  for  a  project  like  this 
eighteen  months  is  a  compressed 
Dgram.  We  got  together  with  Rockwell 
id  decided  we  could  do  it  in  twelve. 
Krebs:  Right.  We  felt  we  could  do  it 
ing  simultaneous  engineering  and 
3gram  management  to  streamline  the 
cision  making  process. 
Rood:  But  we  had  to  do  everything 
;ht  the  first  time.  And  we  couldn't  get 


tied  up  in  a  lot  of  management  reviews 
and  paperwork — when  we  came 
to  critical  points,  we  didn't  have  time  for 
committee  decisions. 

Krebs:  Bob's  people  would  be 
approving  a  design  and  Larr\'  would  be 
ordering  the  steel  for  the  tooling  and  in- 
corporating changes  the  same  ckiy. 

Morrison:  It  w;ls  also  complicated 
by  the  fact  that  I'm  in  Portland,  Larry's  in 
Charlotte  and  the  Rockwell  folks  are  in 
Detroit.  But  the  point  is,  we  made  it.  The 
new  model  has  been  on  the  road  about 
a  year  now,  and  it  h;is  been  ver\'  well 
received.  It  helped  us  reduce  the  drag 
factor  which  translates  into  an  increase  in 
fuel  efficienq'  for  our  customers. 

Murray:  I  think  the  key  to  the  project's 
success  w^^s  the  total  commitment  by 
Rockwell  to  get  the  job  done. 


Rood:  Simultiineous  engineering 
and  program  management  are  concepts 
whose  time  h;is  come.  We're  applying 
these  practices  with  all  our  customers.  It's 
definitely  doable — we've  made  it  happen . 

Let's  reacii  a  little  higher. 
It  is  working  relationships  like  this  one 
that  enable  our  Automotive  Operations  to 
respond  to  the  diverse  and  changing 
needs  of  the  automotive  industry.  Part  of  a 
worldwide  team  of  over  10(),0()(),  Rockwell 
people  are  working  together  and  with  our 
customers  to  apply  science  and  tech- 
nology to  let  us  reach  a  little  higher  in 
aerospace,  electronics,  automotive,  indus- 
trial automation  and  graphic  systems.  If 
you'd  like  more  infomiation,  write: 
Rockwell  International,  PO  Box  3918S, 
Department  81SB-07,  Los  Angeles, 
California  90039- 


Rockwell 
International 


.where  science  gets  down  to  business 
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A  LIMO  IS  ONLY  A  LIMO, 
BUT  A  VAN ... 


BW'S  KELLER  AND  FAMILY  TAKE  A  BREAK:  A  TYPICAL  CONVERTED 
VAN  COSTS  FAR  LESS  THAN  A  LUXURY  FOUR-DOOR  SEDAN 


IS  your  idea  of  aulomolive 
luxury  something  with 
plush  seats  and  plenty  of 
Ifgroom?  Boy,  have  you  got 
modest  tastes.  How  about 
something  with  all  that  plus  a 
television,  VCR,  and  wet  bar — 
equipped  with  freezer  for  the 
ice?  How  about  a  van? 

Don't  snicker — at  around 
$20,000,  the  typical  custom 
van  costs  far  less  than  a  luxu- 
ry four<loor  sedan.  And  to- 
day's vans  are  a  far  cry  from 
the  slapdash  cruisers  of  the 
l%Os.  These  days,  they  come 
with  tasteful  exterior  styling, 
and  intericr  options  that  can 
include  everything  from  mo- 
torized sofa  bods  and  micro- 
wave ovens  U)  mobile  offices 
complete  with  lapt^tp  comput- 
er, cellular  phone,  and  fax 
machine.  President  Bush  even 
used  a  fleet  of  them  o  ferrj- 
dignitaries  to  inaugui;!'  fes- 


tivities. "We  don't  build 
those  tacky  trucks  with 
the  shag  carj)et-s  and 
mattress  on  the  floor," 
says  Charles  Jackson, 
general  manager  of 
Bivouac  Industries,  a 
Vandalia  (Mich.)  van  l 
converter.  "You  know,  the 
kind  you  wouldn't  let  your 
daughter  ride  in." 
KING  BEDS.  Most  converted 
\ans  come  fully  loaded  to 
dealers'  showrooms;  others 
can  be  special-ordered  with 
custom  features.  And  there's 
almost  no  end  to  the  options. 
If  someone  in  your  family  is 
handicapped,  you  can  order  a 
wheelchair  lift  that  fits  neatly 
into  the  rear  cabin.  For 
$36,000,  Wright  Carriage  in 
Ashburn,  Ga.,  will  build  you 
an  Art  Deco  yacht  with  leath- 
er, velvet,  and  teak  interior, 
electric  convertible  bed,  two 


Sony  audio  and  video  systems 
and  even  a  built-in  vacuum 
cleaner.  Says  President  Mary 
Grace  Wright:  "The  seats 
even  have  retractable  foot- 
rests,  so  you  can  really  kick 
back." 

With  so  many  options, 
you'll  want  to  narrow  the 
field  by  deciding  how  you'll 
use  the  van.  Will  it  be  a  camp- 
ing van  conversion — a  sort  of 
mini-Winnebago?  If  so,  head 
for  a  dealer  who  specializes  in 
recreational  vehicles.  Or  do 
you  want  some  combination 
of  a  mobile  office  and  family 
room?  Do  you  want  a  large 


van  such  as  a 
Econoline  or  Dl 
Ram  Van,  or  a  shd 
wheelbase  minivani 
as  the  Che\^ 
Most  car  dealers  h| 
these  requests. 
Those  decisiot 
easy  compared  with  find 
quality  product.  The 
the  2,00()-odd  converters! 
untouched  vans  on  coif 
ment  from  GM,  Ford.l 
Chrysler.  The  big  three  ' 
larly  check  up  on  theiri 
verters  and  cut  them 
quality  isn't  up  to  s« 
Many  smaller  outfits  than 
the  vans  before  conv(tili| 
them  aren't  routinely  insert 
ed,  however. 

ROUGH  RIDERS.  The  littkW 
panies  may  run  into  finio* 
trouble  as  well  because  ^'  ■ 
creased  competition  ancia* 
pant  price-cutting  in  ti 
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.  Even  a  top-notch  van 
sion  can  lose  its  luster 
jompany  isn't  around  to 
your  warranty. 
1  any  conversion  you 
;'s  best  if  the  company 
nember  of  the  Recre- 

Vehicle  Industry  Assn. 

in  Reston,  Va.,  the 
has  set  strict  safety 
rds  for  conversions  and 
its  members'  opera- 
on  a  quarterly  basis. 
,y  is  more  important 
something  that's  pret- 
lys  Gary  Soos,  general 
^er  of  Elkhart  (Ind.)- 

Kentron's  U.  S. 
-sions  Div. 
all  their  wizardry, 
[•ters  must  still 
)me  the  basic 
ms  of  vans — 
!  trucks,  after  all, 
ey  ride  like  them, 
van  suspensions 
designed  in  the 
970s  for  commer- 
auling.  Although 

have  been  im- 
Tients    in  handling, 

loads  such  as  people 
lake  vans  with  their 
springs  "porpoise." 
verters  say  Ford  is 
fig  a  completely  new  re- 
lent  for  its  Econoline 
is  improved  suspension. 


But  it  won't  appear  before  the 
1991  season.  On  some  makes 
converters  such  as  Starcraft 
in  Goshen,  Ind.,  now  offer  op- 
tional heavy-duty  Koni  shock 
absorbers  and  antisway  bars 
for  an  extra  $700. 
THIRSTY  HORSES.  Another 
negative:  Gas  mileage.  Big 
vans  such  as  the  Ford  Econo- 
line 150  or  Chevy  G-Series  run 
better  with  V8s  and  extra 
horsepower  under  their 
hoods,  particularly  when 
climbing  hills  or  passing.  But 
those  horses  tend  to  drink  a 
lot  more  than  the  ones  fouml 


WRIGHT  INSIDE  A  CONVERTED  1990  CHEVY  VAN:  SHE  WILL  BUILD 
YOU  AN  ART  DECO  YACHT  WITH  TEAK  AND  LEATHER  INTERIOR 


in  smaller-displacement,  six- 
cylinder  engines.  Highway 
mileage  of  13  mpg  or  less 
is  the  rule  rather  than  the 
exception. 

Still,  for  van  conversion  en- 
thusiasts, these  are  minor 
quibbles.  The  converted  van 


can  turn  even  the  most 
mundane  trip  into  a  fun 
excursion.  Want  to  re- 
lax? Pull  off  the  road, 
shove  some  Debussy 
into  the  multispeaker 
sound  system,  put  on 
the  earphones — and  let  the 
kids  watch  TV.  Ready  for  a 
meal?  Break  out  lunch  on  the 
interior  table. 

Even  if  you're  all  business, 
there's  a  van  for  you.  Compli- 
ment Van,  a  converter  in  Ca- 
manche,   Iowa,   recently  re- 


ceived 400  applications  for  its 
$55,000  "Executive  Mobile  Of- 
fice"— even  though  it  was  a 
concept  van  built  for  an  RV 
show.  The  van,  which  Compli- 
ment is  considering  offering 
as  part  of  its  regular  product 
line,  is  outfitted  with  solid- 
cherry  desk-credenza,  Italian- 
leather  seating,  laptop  com- 
puter, dual  cellular  phones, 
bar,  microwave  oven,  and 
fridge.  So  when  you're  work- 
ing late  at  the  office,  you  can 
just  call  it  home.    John  Keller 


Finances 


(VhiADIOS 
THOSE 

tGAINlOANS 


main  benefit  of  401(k) 

retirement  savings 
i  plans  has  been  the 
terest  rates  employees 
t  on  loans  against  their 
its.  But  that  appeal  is 

to  dim.  New  regula- 
from  the  Labor  Dept. 
)rce  such  plans  to  set 

interest  rates, 
er  regulations  to  take 

on  Oct.  18,  Labor  says 
Dgrams  must  charge  ei- 
16  "prevailing"  national 
on  similarly  secured 
)r  a  "reasonable  rate  of 
St"  based  on  the 
!S  by  banks  in  their  re- 
'hat  means  that  interest 
)n  such  loans  may  jump 


by  two  to  four  percentage 
points  or  even  more,  says 
Thomas  Butterworth  of  bene- 
fits consultant  Hewitt  Asso- 
ciates in  Lincolnshire,  111. 

A  1988  study  by  Hewitt 
shows  that  the  most  common 
peg  for  a  loan  against  a  401{k) 
is  the  prime  rate,  now  10.5%. 
Some  companies  lend  at  the 
prime  itself,  while  others  tack 
on  one  or  two  percentage 
points.  In  mid-October,  says 
Buck  Consultants  in  New 
York,  a  charge  will  be  consid- 
ered "reasonable"  only  if  it 
exceeds  the  prime  rate,  not 
merely  equals  it.  Just  3%  of 
327  companies  surveyed  by 
Hewitt  had  adopted  the  aver- 
age rate  of  local  lenders. 
THE  CATCH.  Withdrawal  rules 
remain  strict,  but  the  good 
news  in  the  final  regulations 
is  that  up  to  50%  of  vested 
account  balances  can  be  used 
as  security  for  a  loan — a  point 
that  was  unclear  in  the  pro- 
posed regulations.  There's  a 


catch,  though.  Companies 
used  to  be  able  to  lend  $10,000 
to  an  employee  whose  401(k) 
account  was  below  $20,000, 
even  though  that  exceeded 
half  the  balance.  Now,  the 
limit  is  strictly  50%  of  what 
is  in  a  401(k),  and  loans  be- 
yond that  require  separate 
collateral. 

The  regulations  also  state 
that  loan  programs  must  be 
expanded  to  include  former 
employees,  retirees,  and  bene- 
ficiaries with  a  direct  interest 
in  the  plan.  "If  you're  a  sur- 
viving spouse  or  a  retiree,  you 
may  be  able  to  get  a  loan, 
whereas  you  couldn't  in  the 
past,"  says  Henry  Saveth,  a 
principal  at  A.  Foster  Higgins 
in  New  York.  But  companies 
are  balking  at  the  administra- 
tive hassle  (most  loans  are 
paid  back  through  payroll  de- 
ductions) and  are  trying  to 
have  the  regulation  changed 
so  that  only  active  employees 
qualify.         Suzanne  Woolley 


1  BUSINESS 


BUSINESS  WEEK/OCTOBER  9,  1989171 


HUNTING  FOR  TREASURE 
IN  THE  JUNKYARD 


Over  the  past  12  months, 
fears  of  a  recession  and 
its  potentially  dire  impact  on 
hundreds  of  junk  issuers 
have  depressed  the  prices  of 
their  bonds.  But  the  result 
hasn't  been  uniform — lower- 
quality  junk  is  being  hit 
harder  than  better-rated  pa- 
per. As  investors  decide 
which  companies  can  with- 
stand hard  times,  junk  is  fall- 
ing into  distinct  segments, 
or  tiers. 

The  trend  shows  up  handi- 
ly among  junk-bond  mutual 
funds,  and  it  can  help  inves- 
tors gauge  whether  their  fat 
yields  are  worth  the  possible 
loss  of  capital.  The  returns 
lend  credence  to  the  old-fash- 
ioned precept  that  the  higher 
the  yield  on  the  junk,  the 
more  susceptible  it  is  to 
downdrafts. 

COMPELLING  CASE.  For  the 

12  months  ended  Aug.  31, 
the  70  high-yield  funds 
tracked  by  Morningstar  Inc. 
displayed  a  sharp  difference 
between  those  yielding  137^ 
and  over  and  those  with 
smaller  interest  rate  cou- 
pons. While  the  27  higher- 
yielding  funds  paid  out  an 
average  of  14.4'"r  in  cash,  de- 
clines in  their  share  values 
eroded  their  average  total  re- 
turn to  5.4%.  Share  prices  of 


the  more  conservative  bunch 
held  up  better,  to  produce  a 
total  return  of  8.7%.  The 
best-  and  worst-performing 
funds  also  bear  out  the  dis- 
tinction between  yield  and  to- 
tal return  (table). 

David  Marks,  head  of  in- 
vestment marketing  at 
Cigna,  says  this  is  a  buying 
opportunity.  "The  total  re- 
turns of  better-managed 
funds  over  the  last  three  to 
five  years  blow  the  socks  off 
of  everj'thing  else,"  he  sa,ys. 
But  the  past  year  does  show 
that  even  conservative  funds 
wth  few  defaulted  bonds  in 
their  portfolios  can  suffer 
from  a  jittery  market,  Marks 
adds.  For  someone  who 
wants  to  "jump  in  for  sLx 
months  and  get  out,  this  isn't 
his  business." 

James  Cawood,  president 
of  San  Diego's  Caywood- 
Christian  Capital  Manage- 
ment, says  the  case  for  con- 
tinued investment  in  junk  is 
"compelling."  Junk  bonds 
are  jielding  about  five  points 
more  than  investment-grade 
bonds,  one  of  the  widest  dif- 
ferences in  history.  Says 
Caj-wood:  "Even  considering 
that  you'll  have  a  disaster  or 
two  along  the  way,  the  rest 
will  more  than  make  up  for 
it"  David  Zigas 


THE  TOP  FIVE  JUNK  FUNDS  . . . 


Fund 

rield 

Total  return* 

AMERICAN  HIGH  INCOME 

11.1% 

13.4% 

MIDAMERICA  HIGH  YIELD 

10.2 

13.4 

CRATED  FLOATING  RATE 

10.4 

11.7 

miiWX  FUND  OF  BOSTON 

13.7 

11.4 

miNSOE  HIGH  YIELD 

9.9 

11.0 

...  AND  THE  FIVE  BIGGEST  FIZZLERS 

Fund 

Yield 

Total  return* 

&»rC'"'.  i:..  .  -TORS 

14.5% 

-9.3% 

mh.  tHIGHYIElD 

15.1 

0.8 

i                            high  YIELD 

13.5 

1.1 

DEii'-  --a' 

17.1 

1.3 

BUL:  ...f: 

12.7 

1.7 

*lncome,  plus  prce  go  is  o:  -nir^us  losses,  for  12  months  ended  Aog.  31 
DATA  MORNINGSTAR  INC 


WANT  ACTION  IN  WASHINGTON  - 
WRITE  A  LETTER 


Ei 


very  day,  tons  of  mail 
arrive  on  Capitol  Hill. 
But,  despite  all  the  time 
and  attention  that  goes  into 
handling  it,  nine  out  of  10 
Americans  never  write  their 
representatives  or  senators. 

Maybe  it's  a  feeling  that 
Washington  is  far  away,  cap- 
tive of  special  interests,  and 
out  of  touch  with  everyday 
concerns  of  people.  Perhaps 
it's  a  feeling  that,  in  this  in- 
formation-saturated age,  the 
lawmakers  are  too  busy  to 
read  their  mail.  But  here's  a 
secret:  If  you  want  action 
from  \\'ashington,  write  a  let- 
ter. Keep  it  polite  and  concise, 
but  above  all  else,  personal — 
making  a  personal  response 
likely. 

MAKE  IT  BRIEF.  True,  your  let- 
ter may  not  get  read  immedi- 
ately by  your  representative. 
Put  yourself  in  the  shoes  of 
the  aide  who  opens  the  mail- 
bag  each  day.  There  lie  1,000 
identical  protest  postcards 
generated  by  some  interest 
group.  The  aide  counts  them, 
yawns,  and  puts  them  aside. 
Then  there  are  the  new  com- 
puterized form  letters  that 
liave  become  the  rage  among 
grass-roots  lobbying  groups. 
The  staffer  can  spot  one  in  a 
second.  They  get  put  in  the 
pile  destined  for  poetic  jus- 
tice— a  response  from  the  of- 
fice computer,  which  can 


spew  out  a  tailored  leti 
seconds.  And  then  there! 
50th  letter  this  week  frol 
guy  who  writes  in  red  ciJ 
decrying  the  lawTiiaker  »!• 
communist.  You  can  M_ 
where  that  goes. 

Finally,  there's  your 
on  real  stationery-,  prefd 
with  your  business  letteJ 
Handwritten  is  best,  moj 
perts  now  suggest.  "W| 
on  personal  stationery 
guishes  you  from  the 
mail,"  says  Ira  Chaleff 
nonprofit  Congressional! 
agement  Foundation.  An 
aide  is  more  than  lika 
give  it  special  attentionJ 

Keep  to  one  subjecn 
keep  it  short.  If  you  thij 
all  your  peeves  and  coJ 
it's  likely  to  go  to  thJ 
four  different  aides,  eacl 
dling  a  different  area,  f 

It's  also  a  good  ideal 
mind  the  representatij 
senator  of  a  time  you 
have  met.  If  you  get 
letter  back  fi*om  the  col 
sional  office,  don't  just  | 
it.  says  George  Gould 
National  Association  of  I 
Carriers.  Write  anothe ' 
sajing:  "You  sent  me  £for 
letter,  and  you  haver 
swered  my  question, 
dressed      my  con< 
Chances  are,  you'll  get} 
sonal  response  next! 
around.       Douglas  Hat 
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Thirty  Thousand  Years 
Of  Communication 
Technology 
Have  All  Come  Down  To 
This. 


 ^ 

ThePersonalTelephone 

The  lightest,  most  compact  cellular  phone  on  earth. 


1-800-457-0400 


^  PP 


Scfw  having  more  thi 

make  yoi; 


The  IBM  Proprinter  X24E's  handy  front 
feed  and  Propark  feature  help  you  juggle 
correspondence  and  spreadsheets  with 
the  greatest  of  ease. 

The  letter  quality  Proprinter'"  X24E  is  part  of  a 
growing  family  of  IBM  desktop  printers  with  a  host 
of  innovative  features  designed  to  make  your  life 
simpler. 

Lik(  the  X24Es  front  and  hack  feeds,  which  let 
you  insi  rf  envelopes  or  letterheads  into  a  handy  front 
slot,  witliout  having  to  waste  time  unloading,  then 
reloading,  the  continuous  forms  in  back. 

Insteac  all  you  have  to  do  is  push  the  Propark 

IBM  IS  a  registered  tracc-  n.irk  ancJ  Proprinter  is  a  trademark  of  ir)ternational  Business?  Machines  Corporation  ®  1989  IBM  Corp. 


quick  press  of  the 
through  spread  sh< 


button  on  the  X24Es 
3-button  operating 
And  faster  than  with 
other  printer,  you're  rea 
print  single  sheets  or  en\ 
in  up  to  15  handsome  fo 
Then,  with  just  anotl" 
button,  you're  all  set  up  to  i 
•ets,  mailing  labels  or  multi 


4 


le  mouth  to  feed  can 
e  easier. 


is 


t  speeds  up  to  288  cps. 
Proprinter  X24E  will  impress  you  with  its 
solution  graphics,  speed, 
ty  and  ease  of  use. 
reliable  construction 
isure  that  it  will  be 
Li  for  years, 
you're  looldng  for  an 
y  to  increase  your  pro- 


duct i\  ity.  ask  your  IBM  Authorized  Dealer  or 
IBM  mat  ki  liii^i  representative  to  demonstrate  this 
outstanding:  in('ml)erof  the  Proprinter  family.  For 
the  nearest  dealer  call  1  800  IBM-2468.  ext.  162. 

You1l  quickly  see 
how  the  \24E  can  be  a 
very  welcome  addition 
to  your  office. 


Ui 


ersonal  Business 


Electronics 

WHAT?  WARM 
SOUND  FROM  A 
CD  PLAYER? 


Ei 


ver  since  Philips  intro- 
duced the  compact  disk 
in  1982,  many  audio  pur- 
ists have  turned  a  deaf  ear  to 
digital  sound.  They  com- 
plained that  CD  players,  when 
compared  with  the  best  ana- 
log systems,  sounded  hard 
and  cold. 

Audiophiles  may  have  to 
change  their  tune.  Manufac- 
turers of  CD  players  are 
mounting  a  serious  challenge 
to  the  best  of  the  traditional 
systems.  The  mainstream  Jap- 
anese electronics  giants,  as 
well  as  British  and  American 
specialty  houses,  are  serving 
up  a  wide  variety  of  state-of- 
the-art  CD  players  designed 
specifically  to  reproduce  mu- 
sic as  naturally  as  possible. 

The  sound  improvement  is 
noticeable  in  players  starting 
at  about  $600,  though  most 


quality  machines  are  in  the 
$1,000  range.  Among  Japa- 
nese makers,  Sony  and  Denon 
are  leading  the  charge  with  a 
line  of  high-end  players.  Sev- 
eral U.  S.  companies,  includ- 
ing Musical  Concepts,  Califor- 
nia Audio,  and  Mod  Squad, 
offer  players  starting  as  low 
as  $600.  " 

RAVE  REVIEWS.  To  improve 
not  just  technical  perfor- 
mance but  the  actual  sound  of 
the  players,  manufacturers 


are  placing  special  emphasis 
on  two  areas:  using  materials 
that  virtually  eliminate  vibra- 
tion and  electrical  interfer- 
ence, and  revamping  the 
means  by  which  digital  sig- 
nals are  converted  to  the  ana- 
log sounds  people  can  hear. 
California  Audio,  for  instance, 
uses  vacuum  tubes  in  its 
$4,000  Tempest  USE  player. 

"One  of  the  most  important 
areas  is  the  digital-filtering 
system,"  says  Martin  Hom- 


lish,  president  of  Sol 
Audio  Component 
tems.  Sony's  new  $; 
CDP-X7ESD  uses 
digital/analog  con 
ers  to  eliminate 
time  delay  when  a 
gle  converter  se 
both    left   and  rn 
channels.  Some  to  ^. 
the-line  players,  sucb 
Sony's  $8,000  CDFE 
take  this  one  step  t 
ther,  separating  the  f 
ital  converter  and : 
disk-reading  "trs 
port'"    into  sepafe 
units — sort  of  like  ir 
ing  a  tuner  and  am  6 
er  instead  of  a  receir 
This  specializatiort 
lows  each  part  to  per 
better. 

The  players  alone  aren' 
sponsible  for  improved  si 
CDs  are  being  engineered 
more  attention  to  soni0i' 
tails.  What's  more,  they 
less  than  they  used  to — sfi 
thing  that  applies  to  the  b 
ers  as  well.  A  $600  play^t 
day  sounds  at  least  as  [' 
as  an   old  $2,000  mac: 
That's  a  sweet  note  for 
music  lover's  ear.    Tim  3s^ 


What's  In 


YOU  MIGHT  EVEN  LIKE  TO 
STEP  ON  THESE  SGILES 


athroom  scales 
are  easy  to  hate. 
But  scale  manu- 
facturers are  making 
them  harder  and  harder 
to  ignore — or  to  discred- 
it. New  scales  on  the 
market  are  bigger  and 
bolder.  And  they  come 
in  splashy  decorator  col- 
ors and  weird  designs — 
dotted  with  animal 
claws,  smiley  faces,  or 
Mickey  Mouse  charac- 
ters. Some  scales  talk. 
Even  if  they  are  just 
plain  white,  the  latest 
technology  makes  them 
more  reliable. 

A  handful  of  companies 
dominate  the  market,  each 
with  its  own  approach.  Some 
stress  fashion  and  "fun." 
Counselor,  for  instance,  of- 
fers Big  Ben  ($29.95),  a  funky 


dial  scale  with  an  oversize 
face  that's  encircled  by  two 
rows  of  looming  black  numer- 
als. Terraillon  offers  what  it 
calls  the  "thinnest  bathroom 
scale  in  the  world."  Its  Ultra 
Thin  Electronic  Deluxe  Scale 


($79.95)  is  %  of  an  inch  thick. 

Other  companies  emphasize 
accuracy.  Health  o  meter, 
known  for  its  balance-beam 
and  waist-high  doctor's-office 
scales,  recently  targeted  the 
general  market  with 
Big  Foot  ($99.95).  The 
black-and-white  ma- 
chine has  an  unusual 
amount  of  standing 
space  and  uses  spring 
tension  typically  found 
in  many  professional 
models. 

CHATTY.  For  those  who 
have  trouble  reading 
their  weight  displayed 
at  their  feet,  Hanson 
Scale  offers  Lazer-III 
($139.95).  The  scale  has 
a  wireless  remote  dis- 
play that  can  be  mount- 
ed, held  in  the  hand,  or 
placed  on  a  shelf. 
Perhaps  the  ultimate 
weigher  is  Technasonic  Elec- 
tronics' Weight  Talker  ($99 
and  $119).  The  machine  will 
say:  "Please  step  on  the 
scale,"  and  remind  you  of 
your  previous  reading  as  well 


as  tell  your  current  wqi' 
When  you  step  off,  it 
"Good-bye"  or  "Have  ^^v^ 
day" — dissuading  you,  f. 
haps,  from  saying  somes'- 
rude  back.  Michele 


Worth  Noting 


■  OFFICE  ON  THE  GO.  Tc  I 

into  your  briefcase,  Rico  t 
fers  a  three-pound,  plaiiBf 
per  copier  for  $540.  Wi^ 
one-pound  companion  gafj 
($510),  you  can  enlarge  c  |l 
duce  the  image;  another  f 
pounds,  $540)  lets  you  ip 
or  receive  faxes. 

■  KID  STUFF.  OpeningH 
Nov.  18,  the  Children's  ^J^ 
um  of  Manhattan  will  * 
exhibits  for  toddlers  thrg 
teens.  Highlights  inclu*  j 
"magical  patterns"  diil 
on  how  snowflakes  and  i 
tals  form  and  a  multinf 
"brain  game"  show— I 
theater  inside  a  replica  o  S 
human  brain.  At  212  W. 
St.,  until  5  p.m.  daily  e: 
Mondays,  $4. 
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PERSONAL 


Pinch  15  Year  Old.  Aged  To  Perfection. 
Hand  Blended  By  The  Oldest  Distillers  Of  Scotch  Whisky, 

Send  a  gift  of  Pinch  anywhere  in  the  U.S.  Call  1-800-243' 3787.  Void  where  prohibited. 


What's  a  desktop  publishing  system 
without  a  desktop  paper? 


I 


What  today's  desktop  systems 
can  produce  is  worthy  of  a  stand- 
ing, ovation.  But  feed  them  plain 
old  copier  paper  and  they  can 
develop  \  wo  left  feet;  the  best 
you'll  gt;i  is  plain  old  copies. 

So  w  e '  X  i  igineered  a  special  femily 
of  HanUiii  nnHl  Desktop  Papers® 
with  the  ex'  ra-hard,  extra-smooth 
surfece  and  :-xtra  brightness  to 


make  type  and  graphics  come  out 
i"azor-sharp  and  clear 

Hammermill  is  a  recognized 
leader  in  introducing  new 
papers  for  business. 

We  work  directly  with 
manufacturers  to 
keep  our  paper  tech- 
nology moving  j  ust  Where 
as  fast  as  copying  conducts 


and  printing  technology  That's 
why  our  papers  excel  at  helping 
sophisticated  equipment  like  des 
top  publishing  systems 
deliver  all  the  perfor- 
in  mance  you  buy  them  fo 
3         Hammermill.  Stat( 
.  of-the-art  papers  1 

America  state-of-the-art 
its  business.  machines. 


©  1989  International  Paper  Company 


international(7i!0papi»  ^ 
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he  lost  that 
big  client  when  her 
ring  binder  got... 


U«1IS! 


THE  SYMPTOMS 

Loose,  tearing  or  hard-to-tum 
pages  caused  by  GAPiTIS  (the 
clinical  term  for  those  hideous 
gaps  in  ring  binder  rings). 


J] 


THE  CURE 

Only  a  patented  DublLock  Ring 
Binder  from  Wilson  Jones  can 
lock  both  outer  rings  tight  to 
j^\^keep  pages  neatly  in  place' 

Tbll-Free  for  the  DublLock ,  4 
office  products  retailer 
nearest  you  and  your. . .      FREE    ~  - 
"tCATALCXS!^' 


Wilsonjones 


The  only  cure  for  GAPiTIS! 
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"It's  a  simple  formula. 
The  more  power  under  the 
hood,  the  faster  you  go.  Well, 
1  just  found  a  386 PC  with  a 
Ferrari  engine" 

t 

I 

▼ 

J 

ZENITH  INNOVATES  AGAIN^ 

Racing  at  8.2  MIPS^  Zenith  shatters  the  33MHz  speed  barrier  with 
one  of  the  fastest  IntelSSS""  workstations  ever  built. 

Even  after  you  see  it,  you  still  might  not  believe  that  any  386/33  workstation 
can  deliver  such  unprecedented  speed  and  reliability  as  Zenith  Data  Systems' 
Z-386/33.  But  it's  true. 

Up  to  30%  faster  than  many  25MHz  desktops,  Zenith's  Z-386/33  even 
exceeds  the  limits  of  other  33MHz  systems.  In  fact,  its  super-fast  processor,  disk 
and  memory  subsystems  give  you  uncompromising  performance.  So  you  can 
blaze  through  the  most  demanding  scientific,  engineering  and  manufacturing 
applications  at  an  almost  unheard  of  8.2  MIPS. 

For  those  who  need  25MHz  power,  there's  the  Zenith  Z-386/25.  It,  too,  gives 
you  high-powered  file  serving,  CAD/CAM/CAE,  multi-tasking  and  multi-user 
capabilities.  And  each  lets  you  take  advantage  of  thousands  of  industry  standard 
peripherals  as  well  as  such  advanced  operafing  environments  as  MS  OS/2* 
and  SCO™  Xenix.* 

Both  32-bit  powerhouse  workstations  also  let  you  add  hard  drives  and  up 
to  64MB  of  memory  to  keep  pace  with  your  growing  needs.  Plus,  they  come 
standard  with  MS-DOS."  And  all  hard 
drive  models  even  include  Microsoft" 
Windows/386. 

So  if  you  need  a  faster  workstafion  — 
or  the  fastest— shift  into  overdrive  with 
Zenith's  Z-386/25  or  Z-386/33  today 
For  the  name  of  your  nearest  Zenith  Data 
Systems  authorized  dealer,  call: 
1-800-553-0350. 


m 

mi 

h 

P 
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li 


data 
systems 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON ' 


Crapha  ,  •  -luilate  Microsoft**  Wmdows.  a  produrt  and  trademark  of  Microsoft 
Corporati"  ,  MS-DOS.  MS  OS/2.  Microsoft  Windows/386  and  Xenix  are 
registered  'lademarks  of  Microsoft  Corporation  SCO  is  a  trademark  of  The 
Santa  Cruz  Operation.  Inc.  Inlel386  is  a  trademark  of  Intel  Corporation, 


"Source:  Power  Meter™  VI, 5.  The  Database  Group.  Inc.  Upland,  CA,  MIPS,  MiUiom  af  Insimcuons  Her  Second 
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ined,  but  not  much, 
the  news.  For  several 
'roup  of  Seven's  cen- 
;  dumped  dollars  to 
soaring  greenback, 
d  a  sell-off  in  the  bond 
I  long-term  rates 

I  notch.  Then,  on  Sept. 
d  third-quarter  profits 
veil  below  Wall 
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J.  p.  Morgan 
Index  ^ 


52-week  change 
^  28,3% 


1-week  change 
-0.4% 


32-week  change 
-r7.3% 


1-week  change 

-o.s% 


52-week  change 

tO.3% 


1  -week  change 
-J. 9% 
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%  ciMnge 
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latest 

Week 

S2-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

S  INDUSTRIALS 

2673.1 

-0.4 

28.2 

90-DAY  TREASURY  BILL  YIELD 

8.1% 

8.1% 

7.6% 

ANIES  (Russell  1000^ 

182.2 

-0.3 

27.3 

30-YEAR  TREASURY  BOND  YIELD 

8.3% 

8.2% 

9. 1  % 

MPANIES  (Russell  2000) 

176.2 

0.0 

19.9 

S&P  500  DIVIDEND  YIELD 

3.2% 

3.1% 

3.5% 

AMIES  (Russell  3000) 

195.1 

-0.3 

26.7 

S&P  500  PRICE/EARNINGS  RATIO 

13.3 

13.4 

12.2 

%  change  (local  curreiKy) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 

327.0 

324.9 

Positive 

FINANCIAL  TIMES  100) 

2332.0 

-1.6 

28.7 

Stocks  above  26-week  moving  average 

58.8% 

61.6% 

Neutral 

KKEI  INDEX) 

35,370.6 

2.6 

27.5 

Speculative  sentiment;  Put/ call  ratio 

0.27 

0.32 

Neutral 

(TSE  COMPOSITE) 

3918.1 

0.3 

20.0 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.37 

2.30 

Neutral 
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change 
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5.2 

21.8 

HOMESTAKE  MINING 

16.7 

15.6 

15% 

ER  SOFTWARE  AND  SERVICES 

3.6 

28.4 

ORACLE  SYSTEMS 

15.1 

118.8 

21% 

EK  LACGARDS 

% 

4- week 

ckonge 

S2-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

aUREO  HOUSING 

-10.1 

11.6 

SKYLINE 

-14.9 

7.7 

15% 

E  TOOLS 

-9.9 

-14.4 

CROSS  &  TRECKER 

-21.1 

-42.3 

8% 

INGS  AND  APPLIANCES 

-9.0 

9.1 

ZENITH  ELECTRONICS 

-14.1 

-27.5 

141/2 

>UTY  TRUCKS  AND  PARTS 

-8.9 

8.9 

PACCAR 

-12.9 

15.1 

42% 

-8.0  9.9  INLAND  STEEL  INDUSTRIES  -12.1  7.4  40 


AL  FUNDS 


morningstar  inc. 


hrtol  rotvni 

% 

LAGGARDS 
Four-week  total  return 
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-9.4 
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-6.6 
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9.0 
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-4.3 

vtal  return 

% 
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% 

iMALL  CAPITALIZATION  PORTFOLIO 
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rWENTY 

71.5 
69.7 
65.8 
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NATIONAL  REAL  ESTATE  INCOME 

-18.1 
-0.3 
-0.2 
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52-week  total  return 
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data  resources  inc. 


ounts 

the  present 
110,000 
>ne  year 
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s  indicate 
tol  returns 


Foreign  stocks 
$13,191 

+  3.91% 


U.  S.  Stocks 

$13,176 

-0.64% 


LU 


Treasury  bonds 
$11^* 

-1.70% 


nil 


Money  market  fund 
$10,721 

+  0.16% 


Gold 

$9,216 

+  2.04% 


tlis  page  are  as  of  market  close  Wednesday,  Sept,  27,  1989,  unless  otherwise  indicated, 
ps  include  S&P  500  companies  only;  performance  and  shore  prices  ore  as  of  market  close 


Sept.  26.  Mutual  fund  returns  ore  as  of  Sept.  22.  Relotive  portfolios  ore  > 
detoiled  explonotion  of  this  page  is  available  on  request. 


slued  OS  of  Sept.  26.  A  more 
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RULE  1  rOR  G-7: 
DON'T  INTERVENE 


The  Group  of  Seven  industrial  nations  is  playing  its 
familiar  game.  On  the  eve  of  the  annual  International 
Monetary  Fund  meeting,  the  G-7  issued  a  communique 
decrying  the  dollar's  recent  strength  as  "inconsistent  with 
longer-run  economic  fundamentals."  Central  banks  then  fol- 
lowed up  by  dumping  dollars  into  currency  markets,  knock- 
ing down  the  greenback  by  5  pfennigs  and  4  yen.  Finance 
ministers  congratulated  each  other — but  soon  the  dollar  was 
creeping  back  up  as  the  effects  of  intervention  wore  off. 

After  four  years  of  currency  manipulations,  the  G-7  still 
prefers  to  ignore  the  most  basic  rule  of  the  markets:  Inter- 
vention, no  matter  how  massive,  can't  keep  the  dollar  down 
when  interest  rates  and  growth  rates  here  and  abroad  are 
driving  it  up.  The  Federal  Reserve's  anti-inflation  campaign 
is  keeping  U.  S.  interest  rates  high.  Japan  and  West  Germa- 
ny, while  complaining  about  the  dollar's  strength,  haven't 
been  willing  to  hike  their  rates  and  risk  slower  growth. 

The  G-7  is  right,  of  course,  about  the  longer-run  effects  of 
a  strong  dollar:  Global  trade  imbalances  will  tend  to  worsen, 
since  the  dollar's  current  level  won't  help  U.  S.  exporters 
and  will  only  assist  German  and  Japanese  exporters.  But  if 
the  finance  ministers  really  want  to  do  something  to  push 
the  dollar  down,  they  need  to  do  some  spadework  at  home. 
The  U.  S.  should  engage  in  some  serious  budget-cutting, 
while  the  Japanese  should  let  more  imports  wend  their  way 
through  the  country's  clogged  distribution  channels.  The 
Germans  could  nudge  their  interest  rates  higher,  while  U.  S. 
policymakers  could  nudge  theirs  lower — if  they  conclude 
that  the  dangers  of  persistent  trade  deficits  outweigh  the 
risk  of  inflation.  By  pretending  that  intervention  alone  can 
right  the  imbalances,  the  G-7  only  undercuts  its  credibility 
on  serious  matters  of  policy  coordination. 


PITTSTON  SHOULD  STAND 
BY  ITS  PROMISES 


Stung  by  the  soaring  cost  of  providing  medical  benefits 
to  employees,  many  companies  are  shifting  more  of 
the  burden  to  their  workers.  Although  such  steps  are 
often  unavoidable,  they  are  most  distressing  when  promises 
to  retired  workers  are  abrogated — particularly  when  those 
promises  were  made  in  exchange  for  concessions  by  the  very 
people  whose  benefits  are  threatened. 

That,  m  fact,  is  the  root  cause  of  the  extraordinarily  bitter 
strike  now  being  waged  by  the  United  Mine  Workers 
against  Pittston  Co.  in  Virginia,  West  Virginia,  and  Ken- 
tucky. Back  in  1950,  the  UMW,  led  by  John  L.  Lewis,  negoti- 
ated a  milestone  labor  pact  with  major  coal  companies,  in- 
cluding Pittston.  The  industry  agreed  to  make  royalty 
payments  on  each  ton  of  coal  produced  to  provide  pensions 
and  lifelong  medical  benefits  for  all  miners  with  20  years  of 
service.  In  return,  Lewis  encouraged  the  operators  to  mech- 


anize, confident  that  the  new  funds  would  give  old-age! 
tection  to  the  thousands  who  lost  their  pick-and-shovel  j 

The  upshot  was  a  period  of  labor  stability  during 
coal  operators,  with  the  UMW's  blessing,  achieved  enor 
productivity  gains  by  adopting  labor-saving  machiner 
eliminating  some  300,000  jobs  in  Appalachia.  Now,  howl 
Pittston,  citing  competitive  pressures  in  world  coal  marf 
refuses  to  make  contributions  to  a  health  care  fund  covi 
some  118,000  pre-1974  pensioners  and  their  spouses  and 
ows — a  shrinking  group  whose  average  age  is  76.  Otheil 
operators  are  still  contributing  but  indicate  they  will} 
withdraw  from  the  funds  if  Pittston  gets  its  way.  If 
happens,  active  UMW  members  will  undoubtedly  lauc 
protracted,  industrywide  work  stoppage. 

The  UMW  itself  has  undermined  the  financial  conditid 
the  fund  by  engaging  in  wildcat  strikes  in  recent  years! 
that  doesn't  absolve  Pittston — which  does  not  claim  to  1 
financial  straits — from  its  moral  obligation.  If  it  needs 
labor  costs,  it  should  make  its  case  forthrightly.  And 
than  turn  its  back  on  retirees,  it  should  seek  to  s4 
efficient  work  practices  and  other  cost  savings  from 


FOR  BETTER  NUTRITION, 
TRY  BETTER  LABELS 


It's  a  symptom  of  the  information  age:  More  and  |ii 
tidbits  are  released  daily  about  the  effect  of  di« 
health,  and  more  and  more  consumers  find  thems| 
puzzled  about  just  what  to  do.  Even  the  scientists 
agree.  Enter  the  food  marketers,  eager  to  cater  \A 
public's  newfound  obsession  with  nutrition — in  some  'M 
by  eliminating  such  harmful  ingredients  as  palm  and*) 
nut  oils  from  their  products,  but  more  often  by  adop 
their  packages  and  advertising  with  exaggerated,  confiw 
or  misleading  health  claims  (page  114). 

More  than  anything,  the  American  public  needs  toav 
information  delivered  clearly,  concisely,  and  accuratel;T 
day,  most  packaged  foods  regulated  by  the  Food  &  m 
Administration  (everything  but  meat,  poultry,  eggsar 
booze)  must  simply  list  their  ingredients  by  order  of  priOr 
inance.  Only  manufacturers  making  nutritional  claims  |j 
provide  nutrition  tables,  and  these  are  hopelessly  o| 
date,  with  no  requirement  that  amounts  of  cholesterol,! 
rated  fats,  or  dietary  fiber  be  disclosed.  Meanwhile,  mkf 
ers  have  been  making  increasingly  dubious  health  (i 
ever  since  the  FDA  failed  to  challenge  a  1984  Kellog 
claim  that  the  fiber  in  All-Bran  lowered  the  risk  of  c;ct 
We  favor  a  bill  before  Congress  sponsored  by  Repre  n' 
tive  Henry  A.  Waxman  (D-Calif.)  that  would  mandate'o 
plete  nutritional  information  on  all  food  packages  in  a  -'a 
ly  comprehensible,  user-friendly  format.  We  also  agretl 
guidelines  for  the  use  of  "high"  and  "low"  when  appld 
nutritional  components  such  as  fiber  or  cholesterol  are  a 
able.  But  the  bill's  intention  to  set  rules  for  health  clais 
food  manufacturers  would  create  a  bureaucratic  tltl 
Better  to  reinstate  the  traditional  ban  on  explicit 
claims  and  concentrate  on  providing  nutritionally  awarc 
sumers  with  the  accurate  product  information  they  n'ii^- 
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The  check  really  is  in  the  mail.  ^ 


:«  i- 

o  ■-■ 

a 


1 

ip  1989  AElna  Life  and  Casually  CompanyA 

Very  few  things  in  life  are  more  frustrating  than  waiting  around  for 
money  that  someone  owes  you. 

Particularly  if  that  someone  is  an  insurance  company 

Unfortunately,  it's  by  no  means  unusual  to  wait  months  on  end  for 
an  insurance  company  to  pay  up. 

At  Aetna,  we  think  that's  unconscionable. 

So  at  our  Employee  Benefits  Division,we've  reduced  the  entire 
health  insurance  claims  process  to  a  mere  nine  days.  Despite  the  fact 
that  we  receive  nearly  a  quarter-million  claims  a  day 

Of  course,  you  don't  get  results  like  this  by  waving  a  wand.  At  Aetna, 
it  takes  a  national  on-line  claims  network,  three  mainframe  computers, 
32  automatic  collating  machines,  five  Zip  Code  pre-sorters,  and  225 
dedicated  people  dedicated  solely  to  getting  those  checks  in  the  mail. 

Still,  we  find  the  extra  effort  pays.  We  like  to  think  that  such  un- 
usual promptness  is  why  so  many  companies  are  so 
quick  to  employ  us  for  their  employee  benefit  programs. 

And  why  they're  so  slow  to  leave  us. 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT 


1 


J 


PLire  cxiiilararkin. 

Thats  the  easiest  \va\'  to  clcscrihc 
the  new  Eagle  Talon  TSi  /\WD.  /\  car  devoted 
to  those  who  are  passionate  abtuit  driving. 

Just  sitting  behind  the  wheel  can  start 
your  adrenaline  flowing.  The  seats  are 
contoured  x.o  the  human  body  And  the 
instrument  panel  WTaps  around  the  driver 
so  that  gauges  are  plainly  visible  and 
controls  are  within  easy  reach. 

Under  the  hood  is  the  power  of  a 


_©_ 
ESI 


•Based  on  Car  awA  Urwcr  icst  results. 


Ruckle  up  fnr  s.ilcty. 


lh-\al\e.  iiitercooled.  turbocharged  \9l 
pc^wer  engine.  That  kind  of  powder  Cc 
Talon  Irom  a  dead  stop  to  60  mph  in  as 
as  6.3  seconds  —  quicker  than  a  Porsc 
And  to  make  sure  youre  alwa 
complete  control,  Tilon  is  equipped 
quick-ratio  steering,  a  four-wheel  inde, 
suspension ,  four-wJieel  discbrakesf  ar 
thing  that's  surprisingly  rare  on  oth^r  ^ 
coupes:  full-time  all- wheel  drive.  ~ 
Talon's  advanced  all-wheel  dri 

New  Eagle 'Moi 
With  All-Wheel  D:  i 
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PAGE  52 


BusinessWeek 


OCTOBER  16, 1989 


A  McGRAVy-HILL  PUBLICATION 


WHERE  TO  LOOK  FOR  THE  NEW  GROWTH  STOCKS 
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TRADE 

Europe  1992 
May  Be  Only 
The  Beginning 
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ize. 

1  interest  rate  fluctuation  in  Tokyo  kills  a  real  estate  deal  in 

VIoines.  Bond  swings  in  London  spell  the  difference  between 

uccess  or  failure  of  a  public  offering  in  New  York. 

s  a  small  world.  Where  financial  markets  are  interconnected. 

re  events  unfold  faster.  Decisions  are  trickier.  The  future 

I  unpredictable.  No  one  is  better  positioned  to  help  you  in  this 

ite  than  the  CIGNA  companies. 

e  have  specialists  around  the  world.  In  everything  fi:'om  fixed 
ne  and  real  estate  to  domestic  and  international  equities, 
team  that  constantly  exchanges  information  to  give  us  a  better 
of  the  big  picture. 

;  a  result,  we're  able  to  see  things  others  may  not;  anticipate 
ging  conditions  and  events,  not  just  react  to  them;  and  sepa- 
□pportunities  from  pitfaUs. 

e  apply  that  knowledge  to  solid,  prudent  investment  strate- 
customized  to  your  specific  needs.  Balancing  return  potential 
a  risk  level  that  meets  your  objectives. 
)r  information,  write  CIGNA  Investments,  Inc.,  Dept.  RD, 
I  Arch  Street,  Philadelphia,  PA  19103. 

^cause  when  the  world  is  this  small,  every  investment  decision 
)ig  one. 


We  get  paid  for  r esultsT 
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INVESTING  FOR  THE  1 990s 

Where  will  you  find  the  next 
decade's  growth  stocks?  BUSINESS 
WEEK  examines  six  trends  that  point 
to  a  treasure  trove  of  opportunity 

REBUILDING 

Mending  America's  infrastructure 
will  line  a  lot  of  pockets 

TRADE 

The  shrinking  globe  is  creating 
iH'W  growth  opportunities 

ENVIRONMENT 

Stricter  regulations  mean  the  payoff 
in  antitiollution  stocks  could  be  huge 

BANKl&IG 

Fewer  limits  and  the  benefits  of  size 
make  ac(iuir<>rs  the  ones  to  watch 

COMPUTERS 

PC  makers  and  software  suppliers 
could  soon  be  sizzling 

THE  AGE  WAVE 

Let  entertainment  and  health  care 
stocks  carry  you  along 
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30  GLOOM  IN  THE  SHOWROOM 

It's  the  start  of  the  new  model  year, 
but  nobody's  celebrating.  Instead  of 
sell,  sell,  sell,  it's  trim,  trim,  trim 
32  FREE-FOR-ALL  IN  MEXICO 

No  more  trade  buns  for  carmakers 

32  DETROIT  HITS  A  ROADBLOCK 
It  can't  stop  pollution  control 

33  TOO  SICK  FOR  PERE5TROIKA? 
Gorbachev  ponders  stronger 
medicine  for  the  Soviet  economy 
— and  calls  in  Dr.  Greenspan 

34  CONTROL  DADA 

Chairman  Perlman  turns  it  around — 
and  now  his  future  is  in  doubt 

35  ZENITH  SELLS  ITS  BRAINCHILD 
CEO  Jerry  Pearlman  had  to  sacrifice 
the  company's  PC  unit 

36  COMMENTARY 

Are  United's  buyers  wearing 
rose-colored  goggles? 

37  NEW  IRON  MAN  AT  USX 

If  CEO  Corry  has  his  way,  selling  off 
Texas  Oil's  assets  is  just  the  start 


38  ONLY  THE  BILLS  WERE  REAL 

A  California  medical  lab  used  fall 
diagnostic  tests  to  cheat  insurer^ 

40  THE  BLUE  JAYS  ARE  CROWING 

Toronto's  team  is  hot — and  profit 
and  attendance  have  soared  this  ' 

42  IN  BUSINESS  THIS  WEEK 

Strife  at  Boeing,  Harley-Davidso 
McCaw,  a  suit  against  Apple,  se> 
lives  of  MBAs,  Cray,  Lockheed 
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Bush's  trickle-up  theory 
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48  FRANCE 

Joining  the  rush  for  major 
American  acquisitions 

49  JAPAN 

U.  S.  franchises  are  in  demand — it 
the  profits  often  don't  return 
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Brazil  is  finally  catching 
free-market  fever 
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PRODUCTION 

Change  from  last  week:  -0.1% 
Change  from  lost  year:  1.7% 

185   


LEADING 

Change  from  lost  week:  0.0% 
Change  from  last  yeor:  9.2% 

220   


1967—100,  Four-week  moving  average 
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The  production  index  was  basically  unchanged  for  the  week  encied  Sept.  23. 
On  a  seasonally  adjusted  bosis,  output  of  autos  and  trucks  was  up  sharply,  while 
cool,  lumber,  paper,  steel,  and  crude-oil  refming  output  increased  as  well.  Electric 
power  and  poperboord  output  declined.  Rail-freight  trofFic  was  unchanged  from  the 
previous  week.  Before  calculation  of  the  four- week  moving  average,  the  index 
dropped  to  176.7  from  176.8  in  the  prior  week. 

BW  production  index  copyright  1989  by  McGrow-Hill  Inc. 


Sept 
19 


May 
1989 


The  leading  index  was  nearly  flat  for  the  week  ended  Sept.  23.  Slightly  h 
stock  prices  ond  increases  in  the  growth  rotes  for  real  estate  loans  and  mot 
prices  offset  a  large  rise  in  the  number  of  business  failures.  Long-term  bond 
and  the  growth  rate  for  M2  were  unchanged  from  the  previous  week.  Pri) 
calculation  of  the  four-week  moving  overage,  the  index  increased  to  220.3 
219.8  during  the  week  before. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ' 
ago 

Change 
year  ago 

STEEL  (9/30)  thous.  of  net  tons 

1,793 

1,754  # 

-6.3 

AUTOS  (9/30)  units 

149,601 

152,355r# 

-4.4 

TRUCKS  (9/30)  units 

78,602 

77,854r# 

-5.2 

ElEQRIC  POWER  (9/30)  millions  of  kilowatt-hours 

49,976 

53,091  # 

-1.1 

CRUDE-OIL  REFINING  (9/30)  thous.  of  bbl./day 

13,703 

1 3,747  # 

2.6 

COAL  (9/23)  thous.  of  net  tons 

1 9,869  # 

19,647 

0.5 

PAPERBOARD  (9/23)  thous.  of  tons 

721.0# 

741. 3r 

0.3 

PAPER  (9/23)  thous.  of  tons 

740.0  # 

734.0r 

-1.6 

LUMBER  (9/23)  millions  of  ft. 

534.6  # 

527.1 

2.9 

RAIL  FREIGHT  (9/23)  billions  of  ton-miles 

19.8# 

19.6 

0.0 

Sources:  American  Iron  &  Steel  Inst.,  Word's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (10/4) 

141 

141 

134 

GERMAN  MARK  (10/4) 

1.88 

1.88 

1.87 

BRITISH  POUND  (10/4) 

1.60 

1.61 

1.69 

FRENCH  FRANC  (10/4) 

6.40 

6.36 

6.36 

CANADIAN  DOLLAR  (10/4) 

1.17 

1.18 

1.21 

SWISS  FRANC  (10/4) 

1.63 

1.63 

1.58 

MEXICAN  PESO  (10/4)3 

2,599 

2,593 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U 

S.  dollar,  except  for 

FHiCES 

Latest 
week 

Week    %  Change 
ago     year  ago 

GO'                  .  oz. 

366.000 

369.000 

-7.4 

STEEL  SCR>),;'  !  i  O/3;  #  1  heavy,  $/ton 

104.00 

106.50 

-16.8 

FOODSTUFFS  H  0/2)  index.  1 967  =  1 00 

214.2 

212.3 

-7.9 

COPPER  (9/30)  ^/Ib. 

137.2 

143.3 

9.8 

ALUMINUM  (9/30)  (-/lb. 

79.3 

76.3 

-22.3 

WHEAT  (9/30)  #2  hard,  $/bu. 

4.17 

4.11 

3.2 

COTTON  (9/30)  strict  low  middling  1-1/16  in.,  ?/lb. 

67.93 

68.84 

34.8 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


STOCK  PRICES  (9/29)  S&P  500 


346.28 


CORPORATE  BOND  YIELD,  Aao  (9/29) 


9.03% 


INDUSTRIAL  MATERIALS  PRICES  (9/29) 


BUSINESS  FAILURES  (9/22) 


106.4 


346.50  ij 
8.98% 


106.2 


234 


221 


REAL  ESTATE  LOANS  (9/20)  billions 


$342.2 


$341.1 


MONEY  SUPPLY,  M2  (9/18)  billions 


$3,147.8  $3,145.8r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (9/ 1 6)  thous. 


319 


311 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100),! 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  \ 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  fmol  setting,  Chicogo  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


latest 
month 

Month 

ago 

% 
y 

^< 

I* 

CONSTR.  SPENDING  (Aug.)  annuel  rote,  billions 

$421.8 

$414.5 

3.1 

MANUFACTURERS'  INVENTORIES  (Aug.)  billions 

$371.8 

$370.8 

7.: 

MANUFAQURING  SHIPMENTS  (Aug.)  billions 

$238.5 

$225.9 

7.< 

12  LEADING  INDICATORS  COMPOSITE  (Aug.)  index 

144.4 

143.9r 

a; 

Sources:  Census  Bureau,  Commerce  Dept. 

1 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

% 
y 

MONEY  SUPPLY,  Ml  (9/18) 

$780.8 

$782.6r 

-c. 

BANKS'  BUSINESS  LOANS  (9/20) 

317.1 

315.5r 

5,c 

FREE  RESERVES  (9/20) 

333r 

464r 

Nw 

NONFINANCIAL  COMMERCIAL  PAPER  (9/18) 

130.2 

127.1 

41 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  \ 
a  two-week  period  in  millions). 

ree  reserves. 

which  are  expre 

MONEY  MARKET  RATES 

1 

Latest 
week 

Week 
ago 

IF 

FEDERAL  FUNDS  (10/3) 

9.08% 

9.05% 

8% 

PRIME  (10/4) 

10.50 

10.50 

11 

10 

COMMERCIAL  PAPER  3-MONTH  (10/3) 

8.84 

8.74 

( 

2 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/4) 

8.28 

8.29 

9 

EURODOLLAR  3-MONTH  (9/27) 

8.86 

8.75 

8 

Sources:  Federal  Reserve  Board,  First  Boston 

#  Raw  data  in  the  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equi'^"'' 
1  ■=  Western  Wood  Products  Assn.        2  —  Southern  Forest  Products  Assn.         3  —  Free  market  value        NA  —  Not  available        r  —  revised        NM  =  Not  meaningful 
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You  always  come  back  to  the  basics. 


KEIMTUCKV  STRAIGHT  Bt Hi«IK)N  WHISKt  Y 
mPRCWn««  ALC  VOL  ,  DlSlTLl[l»ANl.BOni  EI)BY 
TaMF^^  it;>M  ra^LLINC  CO  CLERMONT  BEAM  KY 
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Its  no  secret  wny  so  many  Dusinesses  are        mucn  more  quickly  and  incisively 
comfortable  banking  with  Mitsui  Manufacturers.     Wtiats  more,  our  parent  company  the  Mitsu 
We're  a  business  bank.  And  we've  always         Bank,  Ltd.,  is  one  of  the  largest  banks  in  the 
given  business  our  full  support.  world.  Which  gives  us  the  resources  to  serve 

Tb  begin  with,  our  people  bring  a  wealth  of     substantial  companies  in  need  of  a  dynamic 
experience  and  expertise  to  the  most  /^y-|l^  7  r\yi/2i  banking  relationship.  So  come  to 
sophisticated  business  challenges.    I  ll  H  V  I  )[       Mitsui  Manufacturers  and  pull  u\: 
And  because  we  know -I  •        i         i7  ^    ^  -■  a  chair.  We're  here  ■ 

the  language,  we  un-  f  1111 0  hQC  Ql  11111011  PH  to  support  you  in 
derstand  your  needs  Ll  JJllw  IICIO  lA^Vl  any  way  we  can. 

business  as  wefl  as 
we  have. 


□Mitsui  Manufacturers  Bank 

Bankci^ilo  Business.  MEMBER  FD' 

f )fri(cs  in  (lownlowii  Los  Angeles.  Ijiilc'lhkyo.  Hcvciiy  I  lills,  Beverly  CmU'i:  I  lollywood.  Kucmo.  Wanier  Center. Newport  Beach.  San  Diego.San  Francisco,  San  Jos 
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If  this  device 

is  important  to  you 


A  few  minutes  here  or  an  hour 
there  may  not  matter  to  some.  But 
at  China  Airlines,  attending  to 
such  minute  details  is  what  we  are 
all  about. 

Only  China  Airlines  offers  the 
shortest  flying  time  to  Taipei  from 
Los  Angeles,  San  Francisco  and 
New  York.  And  from  Taipei  we 
have  the  most  timely  connections 
to  the  rest  of  Southeast  Asia.  So  if 
time  is  of  the  essence  on  your  next 
Asian  business  trip,  fly  China  Aidines. 


A  Passion  For  Detail 


CHINA  AIRLINES 

TAIPEI.  TAIWAN.  ROC 


Amslerctafn  •  Anchofoge  •  Bongkok  •  Cairo  •  Driohran  •  Fukyoko  •  Hong  Kong  •  Honolulu  •  i 


s  Angeles  •  Mondo  •  New  York  •  Okinawo  •  San  Ftancisco  •  Seoul  ■  Singapore  •  Iaipe>  •  Tokyo 
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M)st  Companies  Have  An  Alternative  To  Offering^ 
Complete  Selection  Of  Phone  Systems. 

Some  people  will  do  almost  anything  to  drive  home  a  sale.They  have  to.  Because 
what  they  have  to  sell  isn't  always  what  you  need  to  buy 
At  GTEL,  we  have  another  solution.  Selection. 

We  sell  NEC,  Northern  Telecom,  Fujitsu/GTE  and  other  top  manufacturers.  With 
applications  ranging  from  call  management  to  computer  integration. 

In  addition,  we  offer  a  variety  of  purchase,  lease  and  rental  options.  And  a  choice  of 
five  different  maintenance  plans  to  help  keep  everything  running  smoothly 

Talk  to  us  and  tell  us  what  your  needs  are.  Well  evaluate  your  situation,  and  seven 
days  later  well  deliver  our  customized  written  proposal. 

So  in  a  way,  although  we  offer  a  lot  of  different  phone  systems,we  really  only  sell  one. 

The  one  that  fits  perfectly  1-800-637-5323 
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HAS  TREASURY  PUT  PENSION  PLANS 
ON  A  STARVATION  DIET?  

Treasury  Secretary  Brady's  business 
agenda  would  encourage  individual 
savings  and  equity  investments.  But  the 
Treasury's  new  rules  for  private  pension 
plans  do  just  the  opposite  ("The  quiet 
crusader,"  Cover  Story,  Sept.  18). 

During  the  1980s,  pension  plans 
poured  hundreds  of  billions  into  the 
stock  market,  fueling  the  nation's  eco- 
nomic expansion. 

Since  1988,  the  tax  code  won't  let  em- 
ployers advance-fund  the  full  pensions 
employees  are  expected  to  receive.  That 
is,  a  typical  employee's  pay  will  go  up, 
and  the  expected  pension  will  keep  pace, 
yet  funding  for  future  pay  increases  is 
sharply  limited.  These  limits  are  cutting 
pension  assets  back  to  bare  bones,  using 
the  muscle  to  feed  a  hungry  federal  defi- 
cit and  leaving  funds  less  vigorous  to 
run  investment  risks. 

Brady's  savings-and-investment  goals 
will  be  advanced  if  the  tax  code  frees 
corporate  pension  funds  from  budget- 
driven  restrictions: 

■  Companies  should  again  be  allowed  to 
fully  fund  expected  pensions. 

■  The  IRS  should  free  pension  plans 
from  heavy-handed  administrative  rules 
aimed  at  abusive  tax  shelters  that  kill 
legitimate  pension  plans. 

■  To  reward  successful  funding,  excess 
pension  assets  should  be  available  to  pay 
for  retiree  health  care,  woefully  under- 
financed under  current  rules. 

Today's  baby  boomers  won't  be  able 
to  retire  in  the  21st  century  unless  em- 
ployers can  fund  their  pensions  aggres- 
sively in  the  20th. 

Richard  G.  Schreitmueller 
Research  Actuary 
A.  Foster  Higgins  &  Co. 

Princeton,  N.  J. 

COMING  SOON:  THE  NIGHT  OF 

THE  'FIHANCIAL  ZOMBIES'  

In  reference  to  "The  bills  are  coming 
due"  (Cover  Story,  Sept.  11),  the  finan- 
cial storm  is  also  evidenced,  ironically, 
by  a  schedule  of  debt  issues  maturing 
over  the  next  five  years.  This  is  shown 
in  a  recent  handbook  put  out  by  a  well- 


known  underwriter  of  high-yield  bonds. 
Many  of  the  issues  that  until  now  have 
had  interest-only  payments,  pay-in-kind 
interest,  or  no  cash  payments  at  all  will 
shortly  be  confronted  with  major  cash 
debt-service  requirements  that,  in  aggre- 
gate, increase  each  year. 

Many  LBOs  have  been  and  will  contin- 
ue to  be  successful  for  everyone  in- 
volved. Equally  true  is  that  some  LBOs 
were  financially  flawed  in  their  construc- 
tion from  the  beginning.  A  greater  ap- 
preciation of  how  a  company's  current 
operating  cash  flow  compares  with  the 
mortgage  basis  debt-service  number 
needed  to  amortize  all  debt  (within  a 
reasonable  period)  could  have  prevented 
many  of  these  undiscovered  mistakes. 

When  these  financial  zombies  fall, 
there  will  be  a  chorus  trying  to  blame 
the  Federal  Reserve  or  Congress  or  just 
about  anybody  or  anything.  The  real  rea- 
son remains:  Two  plus  two  still  equals 
four,  even  in  1989. 

John  D.  McCown 
New  York 

THE  BROKERAGES  THEMSELVES 
SHOULD  SQUELCH  MARKET  SCAMS 


■ read  with  particular  interest  "This 
trading  scam  must  be  skewered"  (Edi- 
torials, Sept.  4).  Index  frontrunning  is 
common  and  is  causing  the  public  to  be 
wary  of  the  integrity  of  the  financial 
markets.  Bull  markets  camouflage  in- 
herent cancers;  bear  markets  expose  all 
weaknesses. 

While  I  applaud  your  stand  against 
manipulation  and  frontrunning,  looking 
to  Congress  for  the  solution  is  fool- 
hardy. I  testified  before  the  Senate 
Banking  Committee.  The  intent  was  ex- 
cellent, but  the  problem  still  remains  of 
trying  to  educate  legislators  about  our 
industry  and  its  complex  practices.  We 
must  address  the  problems  of  market 
manipulation  ourselves.  Unless  large 
brokerage  houses  decide  to  police  their 
operations  and  find  other  ways  to  snare 
huge  profits,  the  next  bear  market  will 
be  terminal  for  many  firms  as  well  as 
individuals. 

As  long  as  the  public  perceives  our 
industry  as  one  where  fraud,  manipula- 
tion, and  frontrunning  are  commonly  ac- 
cepted practices,  the  integrity  of  the  fi- 
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The  New  OKIDAIA  380 
Puts  More  "Show"  in  Ybur  Business 


MEADOWLANE    ENTERPRISES.  INC 


The  output  samples  above  were  pnnted  on  a  MICROLINK  380 
using  WordPerfect  5.0  and  Gemgraph. 


Get  Letter  Quality,  OKID^ 
Reliability  and  Steve  Allen's 
Guide  to  Better  Business  Printing. 

Steve  Allen  may  be  a  big  star  but  he  also  runs  a  small 
business.  The  new  OKIDATA  380  gives  him  the  versatility 
and  letter  quality  he  needs  to  succeed. 

With  all  popular  software,  Steve  can  use  all  six  resident 
fonts  on  a  single  page  in  a  full  range  of  styles  and  sizes. 
Switch  from  one  to  another  from  the  front  panel.  Change 
from  continuous  paper  to  single  sheets  with  automatic  paper 
park.  And  do  labels  and  forms  with  the  bottom  feed  paper 
path  and  the  optional  pull  tractor. 

He'll  also  get  more  out  of  the  380's  printhead:  it's  designed 
to  last  twice  as  long  as  the  competition's. 

Come  into  your  nearest  OKIDATA  dealer,  screen  test  the 
new  OKIDATA  380  and  get  a  FREE  copy  of  How  to  Put 
More  "Show"  in  Your  Business  Printing  with  Steve  Allen. 
Then  put  more  "show"  in  jvowr  business.  For  the  name  of 
the  OKIDATA  dealer  nearest  you,  caU  1-800-OKIDAIA. 


OKIDATA  IS  a  registered  trademark  of  Oki  America,  Inc-.  Marque 
deposee  de  Oki  Amenca,  Inc. 


We  put  business  on  paper. 


-  •It] 


!  markets  is  at  risk.  When  we  lose 
tegrity,  the  marketplace,  as  we 
it,  will  die. 

Victor  Sperandeo 
President 
Rand  Management  Corp. 

New  York 

ANOL  IS  JUST  A  PART 
E  POLLUTION  SOLUTION 

warding  "Methanol  may  be  clean, 
it  it's  a  dirty  word  to  big  oil"  (Sci- 
i  Technology,  Sept.  4),  the  petro- 
industry  has  invested  substantial 
its  for  research  into  alternative  fu- 
i  millions  into  methanol,  and  that 
ch  is  continuing.  In  the  specific 
if  methanol,  there  are  numerous 
omental,  technological,  and  eco- 
problems  that  must  be  resolved, 
iting  the  fuel's  mass  introduction 
le  marketplace  would  be  a  costly 
;e. 

le  the  petroleum  industry  believes 
nol  holds  some  promise  as  a  mo- 
licle  fuel,  the  industry  also  be- 

reformulated  gasoline — gasoline 
according  to  new  formulas  that 

alter  its  chemical  composition  so 
reduce  emissions — plus  improved 


engines  and  fuel  systems  could  provide 
equal  or  greater  clean-air  benefits.  Ef- 
forts in  this  area  are  being  intensified  by 
both  the  petroleum  and  auto  industries. 

Leonard  G.  Bower 
Director 
Policy  Analysis 
American  Petroleum  Institute 
Washington 

COMING  DOWN  TO  EARTH  FROM 
GILDER'S  MICROCHIP  UTOPIA 

Judging  from  your  review  of  George 
Gilder's  Microcosm:  The  Quantum 
Era  of  Economics  and  Technology, 
Gilder  has  once  again  hit  the  nail  square- 
ly on  the  thumb  as  is  his  wont  ("Micro- 
chips: The  password  to  paradise?" 
Books,  Sept.  11) 

His  prediction  that  the  power  of  20 
Cray  supercomputers  will  be  packed  in  a 
$100  piece  of  silicon  is  extremely  unlike- 
ly. But  suppose  it  were  possible — so 
what?  What  are  we  supposed  to  do  with 
the  prodigious  flow  of  numbers  coming 
from  this  chip?  We  cannot  wear  it,  eat  it, 
drive  or  fly  in  it,  live  in  it,  or  even  listen 
to  its  music. 

"Overthrow  of  matter"  indeed.  We  are 
made  of  matter  and  need  large  amounts 


of  it  around  us  to  continue  in  our  pres- 
ent form  of  existence.  Once  we  are 
transmaterialized  into  pure  thought, 
then  maybe  we  will  enjoy  the  benefits  of 
Gilder's  superchips.  In  the  meantime,  if 
all  we  do  as  a  nation  is  manipulate  bits, 
then  someone  else  will  turn  them  into 
hardware — and  that  is  where  the  real 
wealth  is  generated. 

T.  P.  Brody 
Magnascreen 
Pittsburgh 

DOH'T  LET  SEHIORS  BECOME 
VICTIMS  OF  'SELECTIVE  TAXATION' 

In  reference  to  "A  senior  citizen  rebel- 
lion has  Congress  retreating  in  disar- 
ray" (Washington  Outlook,  Sept.  11),  it 
must  be  noted  that  a  si)ecific  age  group 
has  been  selected  for  special  taxation. 
The  law  now  requires  40'a  of  those  over 
65  to  underwrite  the  total  cost  of  cata- 
strophic health  care,  not  only  for  them- 
selves but  also  for  the  W/<  of  those  over 
65  who  do  not  pay  federal  income  tax. 
What  makes  the  law  particularly  galling 
is  that  the  407'  of  seniors  over  65  must 
also  pay  for  those  of  any  age  who  suffer 
from  .-\IDS,  are  victims  of  degenerative 
diseases  such  as  Lou  Gehrig's  disease, 


This  Fund  offered  performance 
potential  I  couldn't  ignore." 


Returns  on  $10,000  invested  in  Scudder 
Capital  Growth  Fund  as  of  6/30/89 


Why  has  Scudder  Capital  Growth  Fund 
grown  by  more  than  $500,000,000* 
this  year?  One  reason  is  that  this 
number  one  growth  fund^  has  been 
the  top  choice  for  thousands  of 
investors  who  recognize  its  above 
average  risk  and  reward  potential. 
Learn  how  Scudder  Capital  Growth 
Fund's  broad  and  flexible  approach 
to  stock  market  investing  can  help 

enhance  your  return,  too.  Call  1-800-225-2470  ext.  2020  to  learn  more 
about  this  top  performing  pure  no-load  fund. 


Ten 
Years 


Performance  hgurcs  arc  historical  Investment  returns  and 
prmcipai  value  fluctuate  so  that  an  investor's  shares,  when  re 
deemed,  may  be  worth  more  or  less  than  their  original  cost 


Scudder  Capital  Growth  Fund 
1-800-225-2470  ext  2020 


SCUDDER 


America's  First 
Family  of  No  Load  Funds 


'Asset  growth  includes  transaction  activity  and  capital  change.  fThe  Fund's  12-month  return  of  52.4%  as  of  8/31/89  placed  it  first 
among  101  growth  hmds  with  assets  over  $100  minion.  Source:  Upper  Analytical  Services,  Inc.  Of  course,  past  performance  is  no 
guarantee  of  future  results.  Contact  Scudder  Fund  Distributors,  Inc  Underwriter,  for  a  free  prospectus  containing  more  complete 
information  including  management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
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^^feTookAGpgatIdea 


And  ReinventedThe 


hiimdudiig  the  latest 
bmikthnntgh  rolled  aid  by 
Sanisimite?  The'  Ultmvdk't^ 
Cany-  ( hi  with  Wheck  —  the 
carry-im  that  letsymi  hit  the 
gn/rnid  runnui^.  Thanks  tii  4 
u'hi'ck  tkitgct  theranyon 
off  yon)  baek. 


Ri'inmiting  tlw  ivlieii  We 
recessed  'A]  4  wheels  to  keep 
them  from  fjettin^ hung  upon 
objectslikfc  your  seat.  And  dc- 
signed  the  wheels  t'  j  keep  the 
bag  going  where  you're  going. 
Not  the  other  wav  around. 


Pendii 

I'j'erythmg  hangs  tugetlwr. 
Hianks  to  our  special  hanging 
Compartment  for  suits,  dresses 
and  coats.  And  i  lur  unique 
hanger  system  that  locks  any 


A  PROVEN  PERFORMER 


V 


Only  Magellan 

Fund  Has  This 
Growth  Record. 


Fidelity  Magellan  Fund 


When  you  look  for  a  growth 
fund,  look  at  the  record.  You  ll 
see  why  Fidelity  Magellan 
Fund  is  a  long-term  growth 
leader: 

✓  Ranked  #1  of  all  mutual 
funds  for  10  and  15  years  * 

✓  Outperformed  98%  of  all 
funds  for  S  years  and  92".) 
of  all  funds  for  1  year* 

✓  A  $1(),()()()  investment  made 
on  6/30/79  would  have 
been  worth  $126,621  on 

6/30/89. 

Of  course,  pa.st  performance  is  no  guarantee  of  futin-e  results,  and 
the  fund's  share  price  and  return  w  ill  \ary,  so  that  you  may  have  a 
gain  or  loss  when  you  sell  your  shares.  But  if  you  re  looking  for  an 
aggressive  grow  th  fund,  look  at  the  record.  There  is  only  one 
Magellan  Fund. 


*Tlu'fund  is  ranked  #1  oulof  .-iW  funds,  #1  out  of  42"  funds,  #16  out  of      funds  and 
#112  out  of  1S82  funds  for  15,  10,  S,  and  1  year  performance  for  |)enodsendini;()/'iO/X') 
accordins^  to  Lipper  .\nal\  tical  Services,  Inc.,  an  indejiendent  mutual  fund  performance 
monitor.  tTotal  returns  include  clians^e  in  share  price,  reinxeslmeiit  of  diMdends  and 
caintal  ,i;ams  and  the  effect  of  the  fund's  3""  sales  ciiarge. 


1-800-544-6666  24  hours 


Fidelity  Magellan'"  Fund.  For  more  complete  information 
includint;  management  fees  and  expenses,  call  or  write  for  a  free  prospectus 
I'iease  read  it  carehiliv  before  inxeslini;  or  sending  money.  Fidelity  Distribu- 
tors Corporation  ((leneral  Distribution  .Agent),  FO  l5o\  (idddo  V  i)alias,  T,\ 
"52()()-0{i0.i  Service  for  the  hearing  impaired  TDD/l-«00-544-01 18. 


FMeHty^J-^  Investments 


CODE;  BW/MAG/101689 


BUSINESS  WEEK/OCTOBER  16,  198911 


THOWr 
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*7   KODAK  i 


Now  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro*  User  Surveys.  And  who  knows  more  about 
copiers  than  customer sf 

Since  1980,  Kodak  copiers  liave  been  top-rated  in  every  Datapro  liigli  volume 
copier  User  Rating,  including  every  special  merit  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 

customers  are  telling  us  that  we're  *l  in  customer  satisfaction,  in  reliability, 
in  service,  in  copy  quality. 

loin  the  Kodak  copier  family  ot  customers  who  are 
^  '     not  just  satisfied,  but  delighted.  There's  a  Kodak  copier 
^   designed  for  every  need,  and  now  there's  a  great  way  to 
save  on  every  Kodak  copier 

  Call  for  details:  1 800  255-3434,  Ext.  152. 


I  7/76  new  vision  of  Kodak 


nan  Kodjk  (  omp.inv,  /'WV 


The  Hotel  Nikko  Hongkong 
stands  majestically;  on  the  Kowloon 
peninsula,  overlooking  the  world's 

most  fascinating  harbor 
Just  10  minutes  from  the  airport, 
this  contemporary,  elegant  hotel  is 
ideally  located  to  keep  business 
travelers  close  to  all  their 
appointments.  Its  deluxe  comforts 
include  up-to-date  health  facilities, 
a  full-function  business  center 
relaxing  lounges  and  some  of 
the  area's  finest  cuisines. 


St 


hotel  nikko  hongkong 

Mm'I',  K,,.id,  Isimsh.ilsui  l.isl,  kiiulunn   M.-riL'  Kmiil' 
I.  !■  pliniic    t-7»MII  k-lcx   MKi:  MKIHl  il\ 
(         \d(la-ss  NIKIIOI I  I  I  ,ix   l-H  I  i|22 


^  nikko  hotels  international 

For  reservalions,  call  vour  Iravel  ageni, 
Japan  Air  Lines  or  r^Jikko  Hotel';  Inlof iidlifinal 
Toil  free  in  U  S  and  r.ariada 
1-800-NIKKO-US  (645-5687) 


CONFESSIONS  OF  AN  S.O.B. 

By  A!  Neuharth 

Doubleday.  372  pp.  $18.95 


SWIMMING  IN  THE  SHALIOWS' 
WITH  AL  NEUHARTH 


While  it's  mostly  pretty  silly,  Al 
Neuharth's  book  is  revealing. 
In  fact,  it's  a  lot  like  him — by 
turns  open  and  manipulative,  charming 
and  vindictive,  clever  and  shallow,  obvi- 
ous and  perplexing.  As  its  title  indicates, 
it's  something  of  a  confession — a  Hora- 
tio Alger  story  with  healthy  doses  of 
boardroom  intrigue  and  dealmaker's 
kiss-and-tell.  But  in  what  seems  to 
have  been  a  merchandising  after- 
thought, it's  also  billed  as  an  exec- 
utive how-to  manual,  a  sort  of 
One  Minute  Manager  for  the  ut- 
terly ruthless.  The  result  is  a  grab 
bag  of  quotes,  lists,  memos,  homi- 
lies, and  diet  counseling. 

There's  no  point  in  reading  this 
book  for  its  management  advice — 
unless  you're  likely  to  be  sur- 
prised or  improved  by  exhorta- 
tions to  have  fun  at  your  job  or  to 
learn  from  your  mistakes.  As 
autobiography,  on  the  other  hand, 
Confessions  of  an  S.  0.  B.  has  its 
compelling  moments.  How  could  it 
not?  Neuharth's  rise  from  impov- 
erished South  Dakota  farm  boy  to 
multimillionaire  media  mogul  is 
nothing  short  of  extraordinary. 

As  chief  executive  of  Gannett 
Co.,  he  turned  a  midsize  chain  of 
small-town  papers  into  a  publish- 
ing and  broadcasting  powerhouse. 
He  created  USA  Today,  a  national 
daily  that  has  changed  the  face  of 
U.  S.  journalism,  from  scratch. 
Such  achievements,  combined  with 
his  ego,  flamboyance,  and  disdain 
of  the  Establishment,  have  made 
him  a  larger-than-life  figure  and 
earned  him  comparisons  with  Wil- 
liam Randolph  Hearst  or  his  fic- 
tional counterpart.  Citizen  Kane. 

Neuharth  is  at  his  best  when  he 
plays  the  newspaperman  he  once 
was,  reporting  the  facts  of  his  own  re- 
markable life.  But  those  tales,  while  in- 
teresting, are  transparently  self-serving: 
Al  Neuharth  outfoxes  the  raiders,  sav- 
ages the  sharks,  pummels  the  snooty 
journalism  elite  because  he's  better, 
sharper,  quicker  than  anyone  else. 

He  details,  for  example,  how  his 
boardroom  skills  and  a  cunning  sense  of 
his  enemies'  weaknesses  helped  him 
fend  off  a  raid  from  Carl  Lindner.  A 
major  Gannett  shareholder,  Lindner 


launched  a  proxy  fight  in  1980.  T(t 
tract  him,  Neuharth  dangled  the 
bility  of  two  board  seats  before  t| 
nancier.  At  Neuharth's  invita 
Lindner  and  his  25-year-old  son 
before  the  board.  After  they  left,  I 
rector  asked  why  Lindner  had  brd 
his  son.  "  'That's  so  you  could  seJ 
next  person  he'll  ask  you  to  put  oi 


board  if  you  elect  him,'  "  Neuharth  I 
he  replied.  "  'And  probably  the 
CEO.'  "  Goodbye,  Lindners. 

There's  also  an  account  of  an  ab 
$9  billion  merger  between  Gannetl 
CBS  Inc.  As  Neuharth  tells  it,  in  19 
two  were  within  hours  of  announc 
deal  when  CBS's  then-chairman,  Th 
H.  Wyman — whom  Neuharth  desc| 
as  "stupid,"  "inexperienced,"  an- 
troubled  guy  trying  to  run  a  trc 
company" — called  it  off.  Neuharth 


14  BUSINESS  WEEK/OCTOBER  16.  1989 


uestions  to  ask  yourself  about  business  insurance; 


/ 


Insurance  agents  on  the  payroll  of  a  single 
company  limit  you  to  the  policy  their  com- 
pany happens  to  offer 

Agents  who  represent  the  CNA  Insurance 
Companies  are  independent.  They're  free 
to  compare  several  insurance  companies 
and  to  recommend  the  one  that  meets 
your  needs  most  exactly. 

CNA  takes  pride  in  how  often  inde- 
pendent agents  recommend  us  for  their 
business  clients.  Not  because  CNA  is  their 
only  choice,  but  because  CNA  is  the 
right  choice. 

Financial  stability  is  one  reason 
why  They  know  CNA  is  one  of  the  very 
few  major  property/casualty  groups  to 
earn  the  highest  ratings  from  the  top 
four  financial  rating  services.*  So  agents 
can  be  sure  we'll  keep  our  commitments. 

Ask  your  agent  about  CNA. 

Insurance  for  individuals, 
businesses,  groups  and  associations. 
Independent  agents  who  represent 
CNA  are  listed  in  the  Yellow  Pages. 

INSURANCE  FROM 

CNA 

For  All  the  Commitments  You  Make"- 


•AM  BesJ.  Standard «  Poof  S.  Moody's  Ouf1&  Phelps 

CNA  Insurance  Companies/CNA  Plaza/Chicago.  IL  60685 


If  you'd  like  to  add  some  of  the  best  new  ideas  from  Isuzu  and 
Suzuki  to  your  fleet,  call  on  Chevrolet. 
They're  called  Geo.  And  along  with  alt  the  qualities  you'd  expect 

from  cars  from  around  the  world,  every  Geo  comes  with  several 

more  you  might  never  expect: 
a^ar/50,000-mile  Bumper  to  Bumper  Plus  Warranty.* 
Mpi.OOO  Chevrolet-Geo  dealers  nationwide.  800-number  Q&A 

lin^l^Ctory  field  sales  and  service  people.  Plus  perhaps  the 

most  ^pforting  fleet  benefit  of  all:  doing  business  with  people 

you've  fe^i|doing  business  with  for  years. 

Call  Cl^^let  Fleet  Sales,  1-800-248-2897.  Nobody  has  as  much 

to  offer  your  fle^t  as  we  do. 


*See  your  Chevrolet  dealer  for  terms  of  this  limited  warranty.  A  deductible  applies  after  12  months/12,000  miles. 
'  Geo,  Chevrolet  and  the  Chevrolet  emblem  are  refjistered  trademarks  of  the  CM  Corp.  01989  CM  Corp.  Alt  Rights  Reserved, 
fl  Let's  get  it  together... buckle  up. 


ADP  can  relieve  you  of  that  burde 
and  save  you  money  at  the  same  timt 

How?  In  total,  payroll  tax  calculating,  proces 
ing  and  filing  can  take  up  to  40%  of  yoi 
company's  payroll  processing  time.  That 
hours  and  manpower  spent  with  no  profitabi 
return  for  your  effort 


Why  Carry  The  Burden 
Of  Payroll  Tax  Filing  Alonet 


ADP  does  all  that  work  for  you,  and  w 
keep  up-to-date  with  all  government  rules  an 
regulations.  And  that's  important,  because  n 
matter  how  stringent  or  complicated  they  an 
failure  to  comply  with  any  of  them,  or  miscalci 
lotion  of  any  totals— even  by  one  penny— cc 
mean  a  harsh  IRS  penalty 

Why  risk  such  a  needless  mistake  whe 
ADP  is  here  to  help?  We  take  full  legal  an 
financial  responsibility  for  all  work  we  do.Th( 
means  you  can  be  assured  you'll  never  hav  !  ^ 
to  pay  a  penalty  for  any  ADP  error 

Additionally  we'll  respond  to  all  goveri! 
ment  inquiries  concerning  payroll  and  tax  filinj 
and  give  you  an  easy-to-reod  report  eo 
payroll  period  listing  all  deposits,  reconcilic] 
tions  and  taxes  paid. 

Why  carry  the  burden  of  payroll  tax  filinj 
when  ADP  can  remove  the  workload  and  sovj 
you  from  needless  penalties?  For  more  info' 
motion  coll  today  toll-free  I  800  115-513: 
ext.  113. 


The  way  America  gets  paid 


First 
Anniversary. 


Second 
Anniversary. 


Third 
Anniversary. 


Fourth 
Anniversary. 


She  may  well  appreciate  all  the 
perfume  you've  given  her. 
However,  she  now  owns  enough  to 
fill  a  medium-size  lake. 


This  year,  tell  her  you'd  marry  her  all  over  again. 

The  Diamond  Anniversary  Band,    ix  a  v 

A  diamond  is  forever.  /\  .1. 


©1989 

Suggested  retail  price  for  rings  $1 ,495-$l  ,795. 

For  more  information,  call  800  647-0012.  in  VA  703  549-1890 


JBRDBHSEON 

1  E  W  E  I  i  R  S 
The  diamond  people  (g) 


clear  about  the  reasons.  Reading 
en  the  lines,  it  seems  as  though 
isd  was  imminent  only  in  his  mind, 
"ortunately,  juicy  stories  are  rare 
its  scattered  among  the  gimcrack- 
lat  makes  up  the  vast  majority  of 
ook.  And  even  Neuharth's  straight 
tive  is  unsatisfying.  He  writes  only 
:tics,  never  placing  his  moves  in 
iroader  context  than  his  thrusting 
ion.  It's  a  litany  of  manipulation: 
he  crushed  colleagues,  smashed 
dinates,  elbowed  aside  mentors.  He 
5  this  to  be  instructive,  but  it's 
y  creepy.  He  seems  to  have  clawed 
ray  through  Knight-Ridder  Inc.'s 
ial  ranks  and  then  to  the  top  of 
itt  with  the  unthinking  inevitability 
creature  impelled  by  a  biological 
like  a  salmon  swimming  upstream, 
aharth  comes  off  as  incapable  of 
pection  or  doubt,  and  the  le.'lsons 
aws  from  experience  are  often  con- 
tory  or  superficial.  He's  a  man 
because  he  watched  his  mother 
harder  and  for  less  pay  than  men, 
gled  valiantly  and  successfully  to 
Gannett  the  least  discriminatory 
)yer  in  the  media  business.  Yet  he 
)vingly  quotes  his  own  vulgar 
)  disparaging  "Gannett  gals"  for 
ring  to  nude  statues  in  a  company 
^  room,  and  he's  more  recently  re- 
ible  for  a  scurrilously  sexist  news- 
■  column  about  flight  attendants, 
's  also  a  man  who  spent  18  months 
ling  to  all  50  states  and  dozens  of 
i;n  countries.  Yet  the  insights  he 
d  from  this  reporting  project  appar- 
don't  extend  much  beyond  listing 
jp  10  governors  and  heads  of  state 
he  world's  best  and  most-overrated 

;t  how  little  Neiiharth  has  exam- 
lis  life  becomes  clear  in  some  of  the 
gest  parts  of  this  book.  His  two  ex- 
;  and  two  adult  children  have  each 
ibuted  a  chapter  assessing  him  as 
ind,  father,  and  man.  Particularly 
ting  is  the  chapter  by  Loretta  Neu- 
,  his  first  wife.  In  a  few  lines,  she 
a  vastly  more  vivid  portrait  of  the 
?  couple's  humble  beginnings  and 
wind  rise,  of  their  insecurities  and 
>,  than  Neuharth  manages  in  his 
i  book.  And  with  their  son  Dan,  she 

a  much  more  powerful  sense  of 
Neuharth's  drive  has  cost  him  and 
amily.  "I  used  to  think,  more  in 
w  than  in  anger,  that  the  wedding 
I  gave  him  should  be  replaced  with 

kind  of  corporate  logo,"  she 
s.  Neuharth's  son  and  ex-wife  have 
y  thought  more  about  him,  and  in 
!r  ways,  than  he  ever  has. 

BY  MARK  N.  VAMOS 
iate  Editor  Vamos  covered  Neuharth 
g  Gannett 's  most  tumultuous  years. 


That's  Bull  &  Bear 
growth! 


YMrtodale 
total  rsturn  endad 


27.18% 


Average  annual  total 
returns  for  periods 
ended  6/30/89 


One 
Yeor 


16.99% 


Five 
Years 


12.62% 


Bull  &  Bear  Capital  Growth  Fund  invests  in 
emerging  growth  companies  and  special 
situations  for  long-term  capital  appreciation. 
The  Fund  is  widely  diversified  across  a  broad 
range  of  stocks  in  many  industries  to  reduce  risk 

if  you're  looking  for  an  opportunity  to  make 
your  money  grow,  consider  Bull  &  Bear  Capital 
Growth  Fund. 

$1000  initial  investment.  Only  $100  for  an 
IRA.  Toll-free  transfer  among  ten  Bull  &  Bear 
Funds.  Ask  about  our  discount  brokerage  service. 

1-800-847-4200  ext.  530 

Bull  &  Bear  Capital  Growth  Fund 

For  more  complete  information  on  Bull  &  Bear  Capital  Growth 
Fund,  including  charges  and  expenses,  call  for  a  free  prospectus. 
Please  read  it  carefully  before  you  invest  or  send  money. 

&BEAR 


Ten 
Years 


13.34% 


The  quoted  performance  data  represents  past  performance. 
Investment  return  and  principal  value  of  an  investment 
will  fluctuate  so  tfiat  an  investor's  stiares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost. 
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You  can  easily  add  extra  memory, 
a  modem,  AT^  expansion  board,  plus 
additional  20MB  or  40MB  removable 
hard  drives  whenever  you  see  fit. 


Epson  Equity  LT/2«6e.  inu  l  wii  '^nii      , ■^s.,l.  h  ijmii/  .  i... ,  ,|,. .  .1 
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NOW  YOUR  DECISION  ON  WHICH  LAPTOP  TO  BUY 
DOESN'T  HAVE  TO  BE  FINAL. 

Epson's  new  laptop  computer  doesn't  just  go  with  you,  it  grows  with  you.  The  new  Equity™ 
LT/286e  starts  with  a  3.5"  floppy  drive,  easy-to-read  "paper-white"  display,  286™  processor  and  one 
megabyte  of  RAM,  all  standard.  You  decide  between  a  20  megabyte  or  40  megabyte  removable 
hard  drive.  Where  you  take  it  from  there  is  entirely  up  to  you.  Add 
more  memory,  a  modem,  expansion  card  or  change  hard  drives, 
whenever  your  business  demands  it. 

The  new  Equity  LT/286e  is  part  of  a  growing  line  of  quality    V|/HEN  YOU'VE  GOT  AN  EPSON 
laptop  computers  from  Epson^'The  final  word  in  value.  YOU'VE  GOTA  LOT  OF  COMPANY." 
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conomic  Viewpoint 


WILL  THE  U.S. 
BE  LEFT 
HOLDING  THE  BAG 
ON  THIRD  WORLD 
DEBT? 


PY  PA  I  II 


"PERTS 


To  get  developing  nations 
out  of  their  futile  borrowing 
cycles,  the  World  Bank  and 
the  IMF  should  exchange 
debt  for  equity  and  sell  it  to 
private  investors.  Othei"wise, 
$30  billion  in  loans  backed 
by  the  U.  S.  will  eventually 
end  up  being  eaten 
by  American  taxpayers 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E.  SIMON  CHAIR  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
a  INTERNATIONAL  STUDIES  IN  WASHINGTON 


American  taxpayers,  having  been 
taken  to  the  cleaners  to  bail  out 
savings  and  loan  depositors; 
miglit  next  have  to  open  their  pocket- 
books  to  rescue  the  World  Bank  and  the 
Internationa!  Monetary  Fund,  two  U.  S.- 
I)acked  international  lending  institutions 
that  have  proven  to  be  no  more  prudent 
than  S&Ls. 

Commercial  lenders  to  Third  World 
countries  have  grudgingly  recognized 
that  the  borrowers  face  solvency  prob- 
lems that  caimot  be  overcome  with  more 
cash  infusions.  This  has  caused  the 
banks  to  stop  lending  just  to  help  bor- 
rowers cover  interest  payments  and  to 
begin  building  up  their  reserves  instead. 

J.  P.  Morgan  &  Go.  cast  a  pall  over 
last  week's  annual  meeting  of  the  World 
Bank  and  the  IMF  by  announcing  a  huge 
loss  in  order  to  set  aside  reserves  equal 
to  100/'''  of  its  nontrade-related  Third 
World  loans.  In  effect,  Morgan  told  the 
world's  assembled  financial  gurus  that  it 
didn't  expect  to  get  its  money  back,  thus 
deflating  the  pretenses  of  the  Brady 
Plan  and  other  schemes  designed  to  save 
face  by  "managing"  debt  forgiveness. 

Morgan's  decision  to  cover  fully  its 
Third  World  exposure  followed  recent 
billion-dollar  steps  by  Manufacturers 
Hanover  to  increase  its  reserves  to  36'a 
of  its  exposure  and  by  Chase  Manhat- 
tan, to  4S7". 

This  realism  on  the  part  of  the  banks 
contrasts  with  the  approach  of  the 
World  Bank  and  the  IMF,  both  of  which 
have  been  lending  more  to  heavily  in- 
debted countries  with  the  least  prospect 
of  repayment.  During  the  1980s,  the 
World  Bank  weakened  its  portfolio  with 
controversial  "structural  adjustment 
lending,"  which  in  practice  often 
amounts  to  little  more  than  lending  mon- 
ey to  pay  interest. 

BIG  PLANS.  The  IMF,  Originally  set  up  to 
help  industrialized  countries  maintain 
their  currency  exchange  rates  under  the 
Bretton  Woods  system,  jumped  into  the 
debt  crisis  in  search  of  a  new  mission. 
By  the  mid-1980s,  100%  of  its  lending 
was  to  Third  World  countries.  As  of  last 
April,  11  of  these  countries  with  nearly 
$4  billion  in  loans  were  overdue  in  their 
payments. 

Little  wonder  that  IMF  Managing  Di- 
rector Michel  Camdessus  launched  last 
week's  meeting  with  a  request  to  double 
the  IMF's  capital — a  call  that  fell  on  the 
deaf  ears  of  the  U.  S.  Treasury  Secre- 
tary, the  British  Chancellor  of  the  Ex- 
chequer, and  the  Saudi  Arabians. 

Camdessus  did  not  help  his  case  by 
outlining  in  a  Washington  Post  article 
his  grandiose  goals  for  the  IMF  in  the 
next  decade.  He  envisions  Western  fi- 
nancing for  a  high-cost  Third  World  poli- 
cy that  would  develop  economies  while 


simultaneously  creating  welfare  st' 
that  are  "sensitive  to  issues  of  equit 
distribution"  and  maintaining  a  pris 
ecology. 

One  can  only  wonder  how  the  indu 
alized  countries,  forced  to  borrow  t( 
nance  their  own  budgets,  can  com^ 
with  the  money.  In  its  annual  report, 
IMF  recommends  either  "decisive  a( 
to  reduce  the  fiscal  deficit"  or  "co: 
ued  fiscal  retrenchment"  to  four  of| 
Group  of  Seven  industrialized  counti 
with  a  fifth  admonished  to  slow 
growth  of  its  economy. 

Camdessus'  thinking  also  seems 
of  touch  when  he  writes  that  "deb' 
duction  should  not  take  a  form  that 
deter  the  banks  from  placing  the  ap] 
priate  emphasis  on  new  lending."  B 
that  are  incurring  losses  in  ordeis 
build  their  reserves  are  unlikely  to 
to  their  woes  by  lending  more  to  e 
tries  that  aren't  paying. 

The  clearest  economic  lesson  of 
postwar  period  is  that  welfare  s 
never  have  enough  resources.  The 
countries  have  all  created  massive 
funded  entitlements  that  are  pre 
ever  more  difficult  to  finance.  E' 
where  incentives  to  produce  have 
weakened  by  economic  policies  that 
phasize  redistribution. 
COMPOUNDED  MISTAKES.  Led  by  Re; 
and  British  Prime  Minister  Margi 
Thatcher,  the  industrialized  world 
been  finding  its  way  back  to  privat 
terprise.  If  the  World  Bank  and  the 
want  to  help  Third  World  countries 
take  of  this  renewal,  they  could 
change  their  loan  portfolios  for  e 
and  sell  it  to  private  investors, 
ridding  the  poorer  countries  of  the  s| 
enterprises  that  drain  their  econo 
The  funds  raised  could  then  be  use 
redeem  some  of  the  World  Bank  hoi 
with  the  remainder  of  the  bonds  a 
tioned  among  the  richer  countries 
forgiveness. 

In  the  long  run,  this  would  be  chei 
for  U.  S.  taxpayers.  So  far,  the  U.  S 
accumulated  guarantee  responsib] 
for  $30  billion  worth  of  World 
loans.  With  the  bank  pouring  good 
ey  after  bad,  these  guarantees  can 
tinue  to  mount  until  they  are  called 
and  become  real  expenditures  in 
U.  S.  budget. 

It  was  a  mistake  for  the  West  to| 
derwrite  socialized  development  [ 
ning  in  the  Third  World.  Even  in 
U.  S.,  resources  in  government  hi| 
fall  prey  to  corruption  and  bad  j 
ment.  It  was  madness  to  place  tl 
sums  in  Third  World  political  handsj 

Poor  countries  will  not  progress  i| 
their  economies  are  taken  over  by 
private  sector,  and  that  requires  an 
to  lending  to  governments. 
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med  with  the  resources  to  help  you, 
matter  what  the  investment  climate. 
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conomic  Trends 


BY  KAREN  PENNAR 


WHY  HAVE  IMPORT  AHD 
EXPORT  PRICES 
MARCHED  in  LOCKSTEP? 


For  three  months  running,  U.  S.  ex- 
port and  import  prices  have  been 
declining.  Special  factors,  such  as  a 
drop  in  petroleum  import  prices  and  a 
fall  in  agricultural  export  prices,  have 
played  a  part.  Still,  it's  a  bit  of  a  puzzle 
why  both  price  indexes  moved  in  the 
same  direction  from  June  to  August.  Al- 
though the  greenback  fell  slightly  dur- 
ing the  summer  months,  it  had  been 
strengthening  for  some  time  before.  A 
stronger  dollar  should  have  driven  im- 
port prices  lower,  since  U.  S.  consumers 
and  businesses  would  have  to  fork  over 
fewer  dollars  for  foreign  currency  to 
buy  imports.  And  a  rising  dollar  should 
have  had  the  reverse  effect  on  export 
prices,  since  the  same  local-currency 
Ijrices  for  U.  S.  goods  would  translate 
into  more  dollars — hence  higher  export 
prices  in  dollar  terms. 

In  practice,  however,  observes  Ken- 
neth Froot,  visiting  economist  at  Har- 
vard business  school,  U.  S.  exjjort  and 
import  prices  move  in  the  same  direction 


U.S.  EXPORT  AND  IMPORT 
PRICES  ARE  BOTH  FALLING 
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"more  often  than  you'd  think  they 
should."  Theory  suggests,  for  instance, 
that  when  the  dollar  started  declining 
from  its  1985  peak,  import  prices  should 
have  risen  and  export  prices  should  have 
dropped.  Instead,  import  prices  barely 
changefl  while  export  prices  fell — al- 
though not  as  rapidly  as  expected. 

Here's  what  was  going  on:  Foreign 
producers,  eager  to  hold  on  to  market 
share  in  the  U.  S.,  kept  their  dollar 


prices  fixed  and  cut  costs  at  home. 
Meanwhile,  U.  S.  producers,  once  lag- 
gards overseas,  found  that  they  could 
raise  local-currency  prices  and — thanks 
to  the  cheap  dollar  exchange  rate — still 
offer  buyers  a  lower  price  than  they  had 
[jaid  before.  Pricing  strategies,  in  other 
words,  have  as  much  to  do  with  how 
these  indexes  behave  as  does  the  rela- 
tive value  of  the  dollar. 

Indeed,  Allen  Sinai,  chief  economist  at 
Boston  Co.,  believes  that  U.  S.  compa- 
nies may  now,  in  a  bid  to  maintain  mar- 
ket share,  be  resisting  raising  prices,  de- 
spite the  strengthening  dollar.  If  so, 
they  would  be  behaving  much  as  their 
Japanese  counterparts  did  three  years 
ago  when  the  dollar  was  plunging  and 
the  yen  was  soaring.  Froot  thinks  U.  S. 
exporters  may  have  no  choice.  He  specu- 
lates that  U.  S.  exporters  are  probably 
"maxed  out"  in  terms  of  what  they  can 
charge  foreign  buyers. 


HUGO  MAY  LEAVE 
A  SURPRISING 
ECONOMIC  WAKE 


urricane  Hugo's  human  toll — in- 
I  juries,  deaths,  and  the  disruption 
ind  suffering  dealt  to  thou- 
sands— is  tragic  and  immeasurable. 
There  is  also,  of  course,  an  economic 
toll,  to  which  government  officials  and 
insurers  are  only  beginning  to  attach 
numbers.  But  then  there's  the  prospect 
that  an  influx  of  federal  assistance  and 
insurance  refunds  will  buoy  spending 
over  the  next  couple  of  months.  Because 
Hugo  unleashed  its  fury  over  a  narrow 
swath  of  land,  it  is  not  clear  that  the 
local  or  regional  economic  impact  will  be 
large  enough  to  be  reflected  in  national 
statistics.  Here's  where  to  look  for  any 
impact  in  the  coming  weeks. 

Negative  economic  impact  should  be 
first  to  show  up  and  relatively  quick  to 
pass.  In  South  Carolina,  where  18  coun- 
ties out  of  46  were  affected,  Robert  E. 
David,  state  employment  commissioner, 
estimates  that,  out  of  a  labor  force  of  1.7 
million  peoi)le,  270,000  are  temporarily 
out  of  work.  P\'deral  money  for  cleaning 
up  will  go  toward  hiring  some  of  those 
people,  and  new  construction  will  employ 
others. 

The  U.  S.  employment  data  for  Sep- 
tember won't  reflect  joblessness  caused 
by  the  hurricane:  The  survey  week  pre- 
ceded Hugo's  Sept.  21  landfall  at 
Charleston.  But  if  100,000  or  so  are  still 
unemployed  in  mid-October,  that  could 
translate  into  a  0.1  percentage-point  gain 
in  the  national  rate.  North  Carolina,  a 
larger  and  more  diversified  economy, 
wasn't  nearly  as  badly  hit.  And  employ- 


ment in  Puerto  Rico  isn't  included  in 
national  employment  measure. 

The  medium-  and  long-term  pos, 
impact  of  recovery  may  be  quite  s 
ing,  however.  "Money  from  exte 
sources  can  be  a  powerful  tool  gem 
ing  a  great  multiplier  effect,"  says 
bara  Feinn,  chief  economist  for  the  s 
of  South  Carolina.  People  are  goin 
spend  that  money  on  cars,  refrigera 
and  lots  of  other  replacement  gc 
Economist  David  Resler  at  Nomura 
curities  International  Inc.  predicts 
increases  in  demand  will  show  up 
in  the  national  consumption  statis 
and  that  could  make  the  economy  s 
a  touch  healthier  than  it  actually  is 


TAKING  A  CENSUS 
OF  THE 

CENSUS  WORKERS 


Sometimes  it  seems  as  thok''- 
there's  always  something  disp- 
ing  the  economic  statistics.  (« 
the  next  six  to  nine  months,  look  toi 
1990  census  as  yet  one  more  such  e\ji5 
Economists  at  Salomon  Brothers 
say  that  the  government  will  hire  J 
300,000  new  workers  for  the  censua 
increase  of  more  than  10%  in  go\j 
ment  payrolls.  The  biggest  gains  [ 
likely  to  occur  in  the  spring  of  next  jj 
During  the  1970  census,  federal  na 
fense  employment  jumped  3.8%-  inl 
second  quarter  of  the  year,  whi| 
surged  8.S7'  in  the  same  period  in 
But  the  income  effect  of  such  emj| 
ment  gains  will  be  modest.  Census  I 
ers  will  work  only  part-time,  andj 
Census  Bureau  has  allocated  less 
$1  billion  to  pay  them.  In  1980,  go\l 
ment  wage  and  salary  income  gre4 
just  one-quarter  the  pace  of  federal* 
ployment  growth. 


THE  BORROWING 
TREADMILL 
SLOWS  DOWN  A  BIT 


Growth  in  overall  U.  S.  (bt 
slowed  to  an  8.5'a  annual  ra  h 
the  second  quarter  of  1989:jt 
lowest  rate  of  expansion  in  14  yti 
Consumer  borrowing  is  restrained,  » 
growth  in  government  debt  has  shii 
But  corporate  leverage  continue;  ti 
grow  at  the  11%  pace  of  recent  y*? 
On  balance,  however,  notes  Bruce  Siin- 
berg  of  Merrill  Lynch  &  Co.,  ebk. 
growth  has  slowed  to  the  extent  tb'  it 
is  once  again  keeping  pace  with  inc  tit 
growth — a  relationship  typical  of 
1950s,  1960s,  and  1970s.  ,  » 
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To  see  why  we  made  the  sign  on  the  right, 
lodi  at  the  one  on  the  left. 

We  also  provide  Safety-Walk'"  anti-slip  mats  for 
business  and  industry.  And,  a  wide  range  of  health  care 
products,  including  drapes,  masks  and  dressings  to  help 
reduce  the  risk  of  infection  during  and  after  surgery. 

In  fact,  3M  is  constantly  solving  problems  with 
breakthrough  ideas,  from  our  industrial,  health  care  and 
office  products,  to  those  you  use  at  home.  So  that  every 
day,  in  135  countries  around  the  world,  people  benefit 
from  3M  products  and  services. 

Innovation  working  for  you" 

3M 


A^nytime  you're  driving  at  night,  what  you  can't  see  can 
lurt  you. 

That's  why  3M  invented  Scotchlite"  reflective 
sheeting  with  up  to  ten  times  the  reflective  capability  of 
3ther  sign  materials.  So  visibility  and  safety  are 
iramatically  improved,  especially  for  older  drivers  and 
those  with  poor  night  vision. 

But,  this  is  just  one  innovative  way  3M  is  making 
your  world  a  little  safer. 


BEFORE 
YOU  LEAVE  TH 

COUNTRY 
FIND  OUT  ABOU 

CONTINENTAL'5 
NEW  FOREIGN 

POLICY 


NOW  YOU  CAN  CHOOSE  ONE  OF  THESE  UNIQUE  REWARDS 
EVERY  TIME  YOU  FLY  ROUNDTRIP  IN  BUSINESS  OR  FIRST  CLASS 
TO  EUROPE, THE  ORIENT  OR  THE  SOUTH  PACIFIC. 


AN  UPGRADE  TO 
FIRST  CLASS  LUXURY. 

All  you  do  IS  request  a  Business 
Class  fare  to  one  of  our 
Foreign 


A  COMPLIMENTARY 
COMPANION  TICKET. 

As  necessary  as  international 
travel  is  for  today's  business,  it  still 
evokes  on  understandable  lealousy 
from  those  wfio  stay  behind.  But  now 
there's  an  easy  way  to  share  the 
experience  of  overseas 
travel  on  your 
upcoming  trip. 
Because  the  next 
time  you  fly  to  one 
of  our  Foreign 
Policy  destinations 
in  Business  or  First 
Class  you  can  take 
a  family  member 
nth  you- 
Our  Foreign  Policy 
is  to  win  you  over.  We 
want  you  to  discover  |ust  how 
exceptional  and  extensive  our 
international 
service  is. 
Not  only 


AVALUABLE  VACATION 
CERTIFICATE. 

Now  when  you  fly  with  us  in  First 
or  Business  Class  you  can  get 
vacation  certificates  good  toward 
the  purchase  of  a  Continental  Grand 
Destinations''*'  vacation  package. 
And  that  gives  you  over  80  places 


destinations  and 
you  get  a  confirmed 
upgrade  to  First  Class 

You  con  take 
advantage  of  this 
Foreign  Policy  option 
as  many  times  as  you 
like  until  December 
15, 1989. 

But  be  warned. 
The  spaciousness  and 
luxury  of  our  First  Class 
seats,  the  excellence  of  the 
cuisine  and  wine  can  easily 
become  hobit-forming. 


All  OFFERS  Avo.loble  (or  travel  only  on  Conlinenlol 
A.rlinei  belween  Ociober  1, 1989  ond  December  15. 1989 
wilh  unreilr.cled  lirsl  closs  IPOXl  oi  business  «loss  IJOXI 
lores,  ond  for  OnePoss^"  members  only  Insfont  Oi.ePoss 
cnrollmenl  o«oiloble  ol  lime  ol  reservolion  tickels  must 
be  purchased  and  oil  Iroyel  originole  in  Ihe  U  S  Ihcs  oiler 
may  not  be  combined  with  any  other  discount  or  promo 
iionol  offer  or  with  OnePoss  rewords  However,  tfte  lore- 
poying  possenger  will  earn  OnePoss  mileage  appltcoble 
to  the  fore  class  paid 

COMPANION  OFFER  Componion  must  hove  some  last 
nome  ond  book  ond  ticket  ot  the  some  time  os  passenger 
with  oil  trovel  together 

GRAND  DESIINAFIONS  CERTIFICATES  Valid  for  travel 
completed  by  June  30. 1990  To  receive  your  cerlificole 
you  will  need  your  original  boording  posses  for  oil  seg 
ments  of  your  roundlrip  flight  and  your  originol  receipt 
lor  tulfiflment  Moil  photocopies  to  Continental  Airlines 
PO  Bo<  3134.  Lowell,  MA  01853  3134  Allow  4 .6  weeks 
tor  delivery  All  requests  will  need  to  be  postmarked  by 
Jonuory  31,  1990  Certificoles  hove  no  refund  or  residual 
value,  ore  not  redeemable  lor  cosh  in  whole  or  port,  ond 
will  not  be  reploced  if  lost  or  stolen 


do  we  fly  to  the  key  business 
cities  of  the  world,  but  the  quality  of 
our  service  will  bring  you  back  ogam 
and  ogam. 


\ 


to  choose  from,  Florida  to  Australia. 

When  you  fly  First  Class  to  one 
of  our  Foreign  Policy  destinations, 
you  get  a  $500  certificate.  And  a 
$300  certificate  if  you  fly  Business 
Class. 

Feel  free  to  accumulate  as 
many  certificates  as  you  wish 
between  now  and 

f'silfUffN      December  15. 
_  lilH  ^  Call  your 

travel  agent 
now.  Or  coll 
Continental  at 
1-800-231-0856. 
Our  Foreign 
Policy  offer 
ends  December 
15, 1989 
Our  Foreign  Policy 
Destinations:  London,  Pans, 
Tokyo,  Sydney,  Auckland, 
Melbourne,  Brisbane  and  Cairns. 


London  •  Pons  •  Tokyo  •  Sydney  "  Auckland  •  Melbourne  *  Brisbone  •  Cotrns 


Working  to  be  your  choice  to  the  world. 

CONTINENTAL 

INTERNATIONAL 


©1989  Conlinenlol  Airlines,  Inc. 


Urgent  eleven-page  fax  from 

New  York,  11:04  p.m. 
The  Westin  Plaza,  Singapore. 


To  the  casual  observer,  it  may 
seem  like  a  simple  message  delivery. 
But  at  this  crucial  moment  one  deter- 
mines whether  a  hotels  performance 
equals  its  promise. 

At  Westin  Hotels  &  Resorts,  we 
consider  this  the  moment  of  truth. 

What  sets  Westin  apart  are  the 
dedicated  people  who  aim  not  only 
to  fulfill  your  needs,  but  to  anticipate 
them.  People  who  respond  promptly 
to  any  request. 

Because  at  Westin,  whether  its  a 
message  from  halfway  across  town,  or 
halfway  around  the  world,  we'll  deliver 
it  to  you  in  a  manner  that  is  at  once 
caring,  comfortable,  civilized. 

Even  at  the  eleventh  hour. 


Hotels  &.RESO 


Call  your  travel  consultant  or  800-228-3000.  Acapulco  •  Atlanta  ■  Atlanta  'Buckheadl  •  Boston  •  Calgary  •  Cancun  •  Chicago  •  Chicago  lO'Harel  •  Cincinnati  •  Dallas  ■  Denver  •  Detr.'' ' 
Edmonton  ■  El  Paso  •  Ft.  L.iudcrdalc  ■  CJuadaiaiara  •  Guatemala  City  ■  Hilton  Head  Island  •  Hong  Kong  ■  Houston  ■  Indianapolis  ■  Island  of  Hawaii  •  Ixlapa  ■  Kansas  City  •  Kauai  •  Kyoto  •  Los  ig--'! 
Manila  •  Manzanilio  ■  N! jui  •  Mazatlan  •  Mexico  City  ■  Monterrey  •  New  Orleans  ■  New  York  •  Orange  County  •  Orlando  •  Ottawa  •  Phoenix  •  Pittsburgh  •  Portland  •  Puerto  Vallarta  •  Pusan  •  'li'l 
San  Francisco  •  San  Francisco  Airport  •  San  Salvador  •  Seattle  •  Seoul  •  Shanghai  •  Singapore  ■  Tokyo  ■  Toronto  •  Tucson  •  Tulsa  •  Vail  •  Vancouver  ■  Washington.  D.C.  ■  Winnipeg 
Memberfi  ol  United  Aitline^  Mihugc  Plus.  Air  Canada  Aeroplan  and  VSAir  Frequent  Traveler  programs  earn  miles  at  participating  W^sf/n  Hotels  &  Resorts.  :  ^ 


ICY  COLD.  ICY  CLEAR.  ICY  VODKA.  IT'S  SMOOTH  AS  ICE. 

Vodka,  40%  Ale.  by  Volume,  Imported  by  Brown-Forman  Beverage  Co ,  Louisville,  KY  ©  1989 


UlCKY-GOLDSTAR  &  YOU... 


COME  THROUGH  ■  ' 
WITH  FLYING  COLOR 


The  spirit  of  fair  play,  free  com- 
petition and  international  co- 
operation has  ever  been  our  driving 
force,  making  us  what  we  are  today. 
A  US$15  billion  enterprise  with 
over  80  offices  spanning  the  globe. 

We  work  in  parmership  with  such 
firms  as  Honeywell,  Siemens,  Hitachi 
and  Caltex.  Because  we  believe  close 
cooperation  breeds  mutual  success. 

If  you'd  like  to  join  our  team,  you 
know  where  to  find  us.  On  the  fast 
track  to  a  better  tomorrow. 

Lucky-Goldstar. 


•Chemistry  and  resources 
•Consumer  and  industrial  electronics 
•Trade,  finance  and  engineering 
•Public  services 


|@  LUCKY  GOLDSTAN 

LGIPR:  YoidoP.O.  Box 699.  Seoul.  Korea.  Phone (02)  JS^-iSPq 


Chemistry  and  Energy  DLucky,  Ltd.  DHonam  Oil  Refinery  DLucky  Petrochemital  DLucky  Advanced  Materials  DUicky  Polychemical  Electric  and  Elearonics  DGoldstar  Co..  Ltd.  DGoldstar  Semiconduct; 

□  Goldstar  Teleiommunication  DGoldstar  Software  DGoldstar  Electrit  DGoldstar- Alps  Electronics  DGoldstar  Precision  DGoldstar  Electronic  Devices  DGoldstar  Industrial  Systems  DGoldstat  Instrume  j 
&  Electric  DGoldstar  Electric  Machinery  D Goldstar-Honeywell  Machinery  and  Meials  DGoldstat  Qble  DLucky  Metals  Trade  and  Finance  D Lucky-Goldstar  International  DLucky  Securities  DLucky  Insutan 

□  Goldstar  Investment  &  Finance  DPusan  investment  &  Finance  DLG  Ctedii  Card  Constniction  and  Services  DLucky  Development  DLucky  Engineering  DHeeSung  □  Systems  Technology  Management  Publ 
Service  and  Sports  D Lucky-Goldstar  Sports  DThc  Yonam  Foundation  DThe  Yonam  Educational  Institute 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  FUNK  AT  THE  FACTORY 
UMS  UP  THE  BIG  PICTURE 


&NUFACTURING  IS 
STILL  SLUGGISH 


PURCHASING  MANAGERS' 
INDEX 

J  I  I  I  L 


(.  SEn. 

RCEtfl  SEPORTIIIG  IMPROVEMENT 
tNATIOKAL  ASSOCIATION  OF  PURCHASIHG 
MANAGEMEKI 


1  anufacturing  is  calling  the  economy's  tune — 
IflH  and  right  now  the  industrial  sector  is  sluggish. 
wB  Factory  output  and  employment  have  slowed 
tdily  throughout  1989,  as  order  books  have  become 
ner.  That's  because  key  sources  of  factory  demand 
e  slackened  over  the  past  year:  consumer  spending, 
iness  outlays  for  equipment,  and  exports.  Torpor  in 
construction  industry  isn't  helping,  either. 

However,  demand  has  not 
fallen  off  sharply  enough  to 
deal  manufacturing  a  fatal 
^  blow.  Consumers  are  still  wili- 
er ^   ing  to  spend — even  for  big-tick- 

et  items — though  at  a  slower 
pace  than  in  1988.  That's  clear 
from  their  positive  response  this 
summer  to  Detroit's  closeout 
bargains  on  cars  and  to  lower 
mortgage  rates  for  homes.  And 
despite  slower  exports,  foreign 
land  remains  an  important  prop  under  new  orders, 
he  slowdown  in  manufacturing  has  the  Commerce 
)t.'s  index  of  leading  indicators  singing  the  blues.  The 
iposite  index  rose  a  slim  0.37^  in  August,  after  a  0.1% 
1  in  July.  The  index  is  1.2%  below  the  record  high  hit 
k  in  January,  and  only  0.27  ahead  of  a  year  ago. 
he  index  is  designed  to  show  the  future  path  of  the 
nomy,  but  so  far  this  year,  the  index'  lethargy  has 
n  concentrated  in  manufacturing.  In  August,  as  in 
mi  months,  most  factory-sector  indicators  were 
ik,  while  the  financial  gauges  posted  gains. 

OODNEWS  Manufacturing's  malaise  continued  in 
"THE  September,  according  to  the  National  As- 
IFLATIOH  sociation  of  Purchasing  Management. 
lOMT  r^^Q  NAPM's  index  of  business  activity  re- 
ined below  507'  last  month,  a  sign  that  business  condi- 
is  in  the  factory  sector  are  deteriorating  (chart), 
'he  index — a  composite  reading  of  orders,  production, 
ployment,  inventories,  delivery  times,  and  prices — 
e  a  bit  to  A67o,  from  45.27'  in  August.  But  that  only 
ans  the  deterioration  was  not  as  fast  as  in  August. 
)espite  the  weakness,  the  purchasers  noted  that  ex- 
t  orders  stayed  firm  last  month.  Their  index  of  new 
lort  orders  jumped  to  60.57c,  from  567o  in  August,  the 
best  since  April.  Still,  the  index  has  averaged  only 
3%  so  far  this  year,  down  from  63.8%  in  1988. 
'he  NAPM's  other  bit  of  good  news  was  on  inflation, 
ces  paid  for  a  broad  range  of  materials  aren't  just 
wing  down,  they're  falling.  The  purchasers  say  that 


prices  fell  in  September  at  the  same  sharp  rate  as  they 
did  in  August,  the  steepest  since  1986. 

Manufacturing  is  likely  to  stay  in  the  doldrums  going 
into  1990.  Despite  the  2.97^^  rise  in  factory  orders  in 
August,  bookings  for  the  past  four  months  are  still 
below  their  average  during  the  year's  first  four  months. 

Moreover,  because  the  pace  of  new  orders  has  fallen 
behind  that  of  shipments,  factories  have  less  of  a  cush- 
ion in  unfilled  orders.  These  declined  0.37o  in  August,  to 
$495.1  billion,  the  first  drop  in  272  years. 

The  backlog  is  even  thinner 
than  the  overall  numbers  say. 
Excluding  the  booming  aircraft 
industry,  bookings  are  up  only 
4.97o  from  a  year  ago,  compared 
with  the  7.47  increase  in  ship- 
ments. Consequently,  the  non- 
aircraft  backlog  has  been  de- 
clining steadily  through  1989 
(chart),  leaving  manufacturers 
increasingly  dependent  on  a 
slower  stream  of  new  orders. 


WHERE  THE  BACKLOG 
IS  SHRINKING 
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Despite  that  slowdown,  factories  have  kept  their  in- 
ventories manageable.  Manufacturers'  inventories  rose 
only  0.3%  in  August,  to  $371.8  billion,  and  shipments 
soared  5.6%,  to  $238.5  billion. 

That  combination  brought  down  the  ratio  of  factory 
inventories  to  sales — the  number  of  months  required  to 
liquidate  existing  stockpiles — to  1.56.  That's  about  the 
average  for  the  first  half  of  the  year  and  low  by  histori- 
cal standards.  The  ratio  had  soared  in  July  to  1.64,  but 
that  was  caused  by  special  factors  in  autos  and  aircraft. 
Low  inventories  will  help  keep  factory  output  moving 
forward,  if  only  sluggishly. 

BUILDERS  The  economy  is  not  likely  to  get  much  of 
WON'T  a  lift  from  the  construction  industry  in 

MEND  THE      coming  months.  In  August,  construction 
ECONOMY      spending  did  jump  1.87 ,  to  an  annual  rate 
of  $421.8  billion.  After  price  adjustments,  the  gain  was  a 
smaller  but  still  healthy  0.77". 

However,  real  construction  spending  had  dropped  in 
both  June  and  July,  and  building  activity  has  been  declin- 
ing steadily  since  the  fourth  quarter  of  1988.  In  the  first 
half,  residential  and  business  construction  fell  at  a  7.7% 
annual  rate,  shaving  more  than  half  a  percentage  point 
from  first-half  growth  in  real  gross  national  product. 

Higher  interest  rates — compared  with  levels  in  late 
1988 — are  a  major  factor  holding  back  new  projects.  But 
excess  office  capacity  and  the  winding  down  of  manufac- 
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taring's  capital-spending  boom  are  also  playing  a  part. 

Those  factors  haven't  hurt  the  public-works  sector. 
Spending  there  increased  A.'Sfo  in  August  and  stands  7% 
above  year-ago  levels,  after  adjusting  for  inflation.  High- 
way and  water  projects  have  led  the  gains. 

But  in  the  private  sector,  construction  has  been  partic- 
ularly weak.  Spending  there  fell  0.2%  in  August — the 
fifth  monthly  decline,  after  price  changes.  Most  of  the 
softness  has  shown  up  in  residential  building.  In  August, 
real  spending  on  home  construction  fell  1.27",  after  drop- 
ping 0.1%  in  July  and  1%-  in  June. 

I A  SPURT  IN  Any  rebound  in  homebuilding  depends 
HOME  SALES  heavily  on  rising  home  sales.  New  single- 
IWAY  BE  family  home  sales  were  remarkably  ro- 
^'^'^^  bust  this  summer  (chart).  In  August,  new 

homes  were  selling  at  a  healthy  755,000  annual  rate, 
with  increases  in  all  the  major  regions. 

August  sales  were  a  shade  below  the  758,000  pace  for 
July,  which  was  revised  sharply  upward  from  an  original 
estimate  of  a  739,000  annual  rate.  The  new  figure  means 
July  sales  were  the  highest  since  December,  1986. 

This  strong  performance 
pushed  down  the  backlog  of  un- 
sold houses  to  a  manageable 
six-month  supply  for  both  July 
and  August.  That's  a  sharp  im- 
provement from  an  8.1-month 
supply  in  March,  and  it  sug- 
gests that  housing  starts  re- 
bounded in  September,  after 
falling  5%  in  August. 

But  new-home  sales  may  not 
be  able  to  maintain  their  strong 
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pace — because  home  prices  are  accelerating  again.  Dur- 
ing the  past  six  months,  the  average  new-home  price  is 
up  11.7%  at  an  annual  rate,  from  the  previous  half  year's 
average  gain  of  only  6.9%'. 


Part  of  the  acceleration  reflects  a  rebound  in  hfce 
sales  in  the  West,  where  housing  is  costlier  than  in  i&st 
other  regions.  But  if  gains  are  too  rapid,  more  bu| 
will  be  priced  out  of  the  new-home  market.  That's 
cially  true  if  mortgage  rates  rise  above  their  cu; 
level  of  about  10%'.  Higher  prices  plus  higher  rates 
make  the  housing  rebound  short-lived. 


ffl 


BUSINESS 
ISN'T 
RUSHING 
TO  BUILD 


The  outlook  isn't  much  better  in  no: 
dential  building.  Construction  speni 
there  rose  1.87<  in  August,  but  that 
ly  reversed  a  1.6%  drop  in  July, 
adjusting  for  inflation.  Moreover,  activity  has  si 
over  the  past  year.  In  August,  real  nonresidential 
struction  spending  was  down  1.9%  from  a  year  ag 
One  bright  spot  is  industrial  construction,  where 
spending  has  risen  by  6.6%  above  last  year.  But 
ness  in  office  construction  has  offset  any  gains  in 
industrial  sector.  Although  real  spending  on  office  b' 
ings  did  jump  3.2%'  in  August,  that  increase  folio] 
four  months  of  declines.  Office  construction  has  fi 
by  6.7%  over  the  past  12  months. 

That  weakness  should  continue,  and  some  soft 
could  show  up  in  industrial  building  as  well.  The  ex] 
ed  slowdown  in  manufacturers'  capital  spending  mds* 
that  demand  for  new  plants  and  for  alterations  of  ejt- 
ing  factories  will  taper  off  in  the  next  few  quarters 

The  trend  in  new  contracts— a  major  indicator  ofcu- 
ture  construction — already  points  to  a  slowdown.  Ac- 
cording to  the  latest  report  by  the  F.  W.  Dodge  DivjBf 
McGraw-Hill  Information  Systems  Co.,  new  contractsfcr 
commercial  and  industrial  projects  plunged  9%  in  tu- 
gust.  That  led  the  3%  drop  in  total  new  contracts  tcix> 
annual  rate  of  $252  billion. 

A  decline  in  new  contracts  suggests  that  construcfci 
will  remain  a  drag  on  the  economy  into  1990.  Ancls. 
long  as  manufacturing  stays  in  the  doldrums,  the  respf 
the  economy  isn't  likely  to  look  too  exciting. 


THE  WEEK  AHEAD 


INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Oct.  H,  8:-J0  a.m. 
New  claims  for  state  unemployment  in- 
surance benefits  probably  stood  at  a 
310,000  annual  rate  for  the  week  ended 
Sepi.  ;iO.  Claims  have  been  declining 
since  Lheir  recent  peak  in  mid-July.  For 
the  week  ended  Sept.  16,  applications  for 
jobless  benefits  were  filed  at  an  annual 
rate  of  just  319,000.  The  downturn  in 
new  claims  indicates  that  labor  markets 
continue  to  tighten. 

RETAIL  SALES  

Friday,  Oct.  IS,  8:30  a.rn. 
Most  economists  expect  that  retail  sales 
fell  by  about  0.1%  in  September.  That 
small  decline  is  suggested  by  a  drop  in 


new  car  sales  for  the  month.  That  was 
only  partially  offset  by  gains  in  pur- 
chases at  department  stores  and  gaso- 
line stations — because  of  rising  gasoline 
prices.  Higher  c!r  sales  led  the  0.5%  gain 
in  July  retail  sales  and  a  0.7'X  advance  in 
August  purchases.  That  suggests  real 
consumer  spending  on  goods  rebounded 
in  the  third  quarter,  after  almost  no 
change  in  the  first  half. 

PRODUCER  PRICE  INDEX  

Friday,  Oct.  13,  8:30  a.m. 
The  consensus  is  that  producer  prices  of 
finished  goods  rose  a  sharp  0.8%  in  Sep- 
tember, after  falling  0.4%  in  July  and 
August.  Energy  prices  bounced  back 
last  month,  after  falling  7.3%  in  August. 
Excluding  food  and  energy,  economists 


are  looking  for  producer  prices  to  ris 
about  0.3%.  That  gain  could  be  hig| 
however,  depending  on  the  perform{|Et* 
of  wholesale  prices  for  new  cars.  In  &i 
gust,  producer  prices  for  nonfood,  i|ri- 
energy  finished  goods  increased  0.5'* 

CAR  SALES 

Friday,  Oct.  13,  It:15  p.m. 
New  domestically  made  cars  prob:j8y 
sold  at  an  annual  rate  of  7.3  million©:' 
the  first  10  selling  days  of  October.  Tiit 
would  be  slightly  below  the  7.8  mil&n 
rate  posted  for  all  of  September.  IVI^t 
analysts  expect  car  sales  to  decline  i|ir- 
ing  the  fourth  quarter.  Generous  fin;|tc 
ing  deals  in  the  summer  pushed  up 
purchases  in  the  third  quarter  at  he 
expense  of  the  fourth. 
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AUTOS I 


GIDOM  IN 
THE  SHOWROOM 

CAR  DEALERS  ARE  ALREADY  GEARING  DOWN  TO  SURVIVE  THE  HARD  TIMES  AHE/li 


These  should  be  glitz-and-glaniour 
days  at  your  local  auto  dealership. 
The  new  model  year,  traditionally 
celebrated  on  Oct.  1,  has  brought  the 
usual  bumper  crop  of  sleek  new  cars  and 
powerful  new  engines.  But  this  time 
around,  instead  of  standing  on  car  hoods 
and  trumpeting  their  wares,  dealers  are 
hunkering  down. 

That's  because  they're  feeling  a  big 
squeeze.  Expenses  are  rising  faster  than 
sales,  slicing  margins  to  1.2/f  ,  according 
to  the  National  Automobile  Dealers 
Assn.  (charts).  Confronted  with  a  glut 
not  only  of  cars  but  of  car  dealerships, 
dealers  are  cutting  costs,  trimming  in- 


ventories of  new  vehicles,  and  selling  or 
dropping  unprofitable  lines.  Nor,  in  this 
time  of  sliding  car  sales,  will  all  of  them 
survive.  "It's  more  precarious  now  than 
at  any  time  in  my  lifetime,"  notes  Ron 
B.  Tonkin,  nada's  president  and  a  Port- 
land (Ore.)  dealer.  "Morale  is  terrible." 
NO  FIRE  SALES.  Curiously,  the  situation 
may  not  spell  a  bargain  for  consumers — 
or  bargaining  power  for  carmakers.  As 
dealers  try  to  run  with  leaner  stocks,  the 
ear  shopper  may  find  salespeople  less 
willing  to  wheel  and  deal,  despite  ever 
more  generous  factory  rebates.  As  John 
F.  Bergstrom,  owner  of  Bergstrom 
Chevrolet-Buick-Cadillac  Inc.  in  Neenah, 


Wis.,  puts  it;  "If  we  manage  our  t^-  _  _ 
ness  better,  it's  going  to  be  harderjor 
him  to  get  the  fire-sale  deals."  M^^ 
over,  manufacturers'  production  scjd- 
ules  will  be  set  increasingly  by  deals. — • 
In  a  glutted  market,  carmakers  areigr:  it 
covering  that  they  need  to  devote  nM  -'S 
time  and  energy  to  pleasing  their  diiCt'  a 
customers — the  dealers. 

On  the  face  of  it,  things  shouldn'oe 
so  bad.  Sure,  sales  of  new  cars  in 
tember  eased  slightly  from  a  year  eJi  a 
er,  leaving  1989  sales  to  date  aboutiSfc  >): 
below  last  year's  levels.  But  the  indui^  - 1 
remains  on  track  for  its  sixth-best  }»  :i)n 
ever.  And  with  the  price  of  the  aveiipj 
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THOUGH  SALES 
KEEP  CLIMBING... 


•85  '86 
JONS  OF  DOLLARS 


car  at  $15,265,  up  18%  from  $12,950 
s  peak  sales  year  of  1986,  auto  deal- 
re  taking  in  more  money  than  ever 
•e. 

e  market  is  ready  to  downshift, 
^h.  September's  strength  was  tem- 
•y,  sparked  by  buyers  hoping  to 
:h  1989  models  at  bargain  prices  be- 

hefty  price  increases  by  General 
rs,  Ford,  and  Chrysler  took  effect 
le  1990  models.  Fearing  that  sales 
d  nosedive  come  October,  Detroit's 
Three,  along  with  Nissan  Motor 
.,  slapped  incentives  on  their  new 
and  trucks  at  the  very  start  of  the 
model  year.  Even  with  floor  traffic 
ing  strong  as  shoppers  come  in  to 

at  such  attention-grabbing  new 
!ls  as  Chevrolet's  swoopy  Lamina 
minivan,  most  auto  makers  are  ex- 
ng  even  slower  sales  ahead  next 

iticipating  that  drop-off,  dealers 
been  cautious  about  stocking  up  on 
1990s.  The  result:  Nine  U.S.  car 
;ruck  plants  have  been  idled,  putting 
iQ  workers  out  of  work.  When  Ford 
•r  Co.  announced  it  was  halting  pro- 
on  of  the  Ford  Thunderbird  and 
;ury  Cougar  for  two  weeks,  it  didn't 
slow  retail  sales.  Instead,  it  blamed 
lortage  of  dealer  orders." 
'IME  CUTS.  That's  not  just  a  euphe- 
1  for  weak  sales.  Dealers,  who  em- 
more  people  than  the  Big  Three 
)ined,  have  no  choice  but  to  begin 
ng  expenses.  Their  tabs  for  rent, 
^s,  benefits,  and  the  computer  gear 
both  to  communicate  with  the  man- 
turers  and  to  diagnose  what's 
ig  with  today's  more  complicated 
have  all  soared.  As  superdealers 
d  multiple  lines  of  cars,  many  got 
extended.  "We  just  have  to  get  bet- 
at  our  administrative  skills,"  says 
:  Zimbrick,  a  multiline  dealer  in  Mad- 


ison, Wis.  One  solution:  Some  dealers 
are  cutting  ad  budgets.  Overall,  NADA 
predicts  ad  spending  by  the  average 
dealer  this  year  will  rise  only  0.7%,  to 
$162,000,  after  gains  of  12%  and  14%  in 
the  two  previous  years. 

But  the  big  bill  is  the  cost  of  carrying 
inventories.  Expecting  a  strong  spring, 
dealers  last  winter  ordered  lots  of  cars. 
Then  spring  came  and  went  without  a 
sales  binge.  That,  plus  higher  interest 
rates  earlier  this  year,  pushed  dealers' 
carrying  costs  up  83.2%-  in  May,  to  $376 
per  new  vehicle,  from  $173  in  May,  1988. 
Now,  dealers  are  cutting  back.  "We  just 
can't  afford  to  pay  the  inventory  cost 
that  we  did  last  year,"  says  Rick  Hen- 
drick  III,  president  of  Hendrick  Manage- 
ment Corp.  in  Charlotte,  N.  C,  which 
sells  some  25  different  car  lines  from  34 
outlets. 

At  Jordan  Auto  Mall  in  Mishawaka, 
Ind.,  one  of  the  nation's 


...EXPENSES  ARE 
RISING  FASTER... 


'85  86 
.MILLIONS  OF  DOLU^RS 


largest  dealerships,  inventories  have 
been  cut  "big  time — by  well  over  a  third 
of  what  I  normally  carry,"  says  General 
Manager  James  A.  Hoffer.  Last  March, 
the  Ford,  Toyota,  Volvo,  and  Lincoln- 
Mercury  dealership  began  counting  cars 
on  order  as  part  of  its  inventory,  instead 
of  only  those  on  the  lot,  effectively  trim- 
ming its  supply  further. 

The  carmakers  aren't  happy  about  the 
less-crowded  showrooms — even  if  they 
have  been  trying  to  practice  just-in-time 
inventory  control  themselves.  And  jaw- 
boning dealers  into  taking  more  cars 
isn't  working  this  fall.  Admits  a  Ford 
spokesman:  "There  are  limits  to  our 
powers  of  persuasion."  The  imports 
aren't  immune  from  the  dealers'  inven- 
tory cuts,  either.  Tim  Southwick  current- 
ly has  less  than  a  45-day  supply  of  vehi- 
cles on  hand  at  his  Toyota  of  Berkeley 
(Calif.).  "I've  turned  them  off,"  he  says. 
And  that,  he  reports,  has  turned  his  rela- 


tions with  the  carmaker  "antagonistic." 

And  Toyota  might  be  counting  its 
blessings.  In  the  past  year,  Southwick 
has  terminated  his  Dodge  and  Isuzu 
franchises  and  sold  his  Nissan  franchise, 
pulling  out  of  an  auto  mall  he  estab- 
lished earlier  this  decade.  After  announc- 
ing plans  to  buy  six  or  seven  dealer- 
ships, Campbell  Automotive  Group  Inc. 
of  Irvine,  Calif.,  has  been  inundated  with 
offers  from  dealers  eager  to  bail  out  of 
their  franchises,  reports  President  John 
B.T.  Campbell  III.  Yet  so  far,  he  has 
bought  only  one. 

RULE-BENDING.  All  carmakers  are  suffer- 
ing. In  the  past  year,  dealers  have 
dropped  or  sold  franchises  from  Hyun- 
dai, whose  sales  are  off  30%  this  year,  to 
Acura,  even  though  its  sales  have 
climbed  13%.  Moreover,  other  dealers 
have  defected  from  three  brand-new 
franchises  even  before  they  started  op- 
erations: GM's  Saturn,  Nissan's  Infiniti, 
and  Toyota's  Lexus.  Defectors  cite  the 
high  initial  investment  required  to  build 
the  sparkling  new,  stand-alone  show- 
rooms those  startups  demand. 

To  keep  dealers  in  the  fold,  manufac- 
turers are  bending  their  own  rules. 
Hyundai  Motor  America  used  to  require 
that  its  dealers  set  up  exclusive  show- 
rooms for  its  cars,  but  earlier  this  year 
the  South  Korean  exporter  began  allow- 
ing other  lines  to  share  the  showrooms. 
Suzuki,  likewise.  And  Infiniti  is  offering 
to  subsidize  its  dealers'  mortgage  ex- 
penses for  up  to  five  years. 

All  that  won't  be  enough.  Auto-mar- 
keting consultant  J.  David  Power  III  ex- 
pects 1,200  to  2,000  dealers  to  go  out  of 
business  over  the  next  two  years.  "We 
actually  need  a  little  bit  of  a  shakeout," 
Irvine  dealer  John  Campbell  concedes. 
When  a  car  salesman  is  touting  the 
benefits  of  a  slump,  times  must  be  bad. 

By  James  B.  Treece  in  Detroit 
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MEXICO  WILL  SOON  TEAR  DOWN  THE  BARRIERS  PROTECTING  THE  COUNTRY'S  AUTO  MARKET 


A  FREE-FOR-ALL  FOR  CARMAKERS 
SOUTH  OF  THE  BORDER 


Local  content  will  no  longer  limit  the  industry's  gi-owth  in  Mexico 


exican  President  Carlos  Salinas 
de  Gortari  traveled  to  Washing- 
ton on  Oct.  1  with  a  stack  of 
trade  agreements  and  one  big  piece  of 
news.  His  government  is  preparing  to 
tear  down  many  of  the  barriers  protect- 
ing the  Mexican  auto  market.  The  new 
auto  decree,  to  be  unveiled  this  fall,  is  a 
blueprint  for  thrusting  Mexico's  auto  in- 
dustry onto  the  global  stage.  Once  en- 
acted, says  Erick  A.  Reickert,  managing 
director  of  Chrysler  de  Mexico,  the  de- 


cree "will  be  the  most  dramatic  change 
affecting  the  auto  industry  in  Mexico  in 
the  last  20  years" — and  will  have  a  pro- 
found impact  on  U.  S.  carmakers,  too. 

The  new  decree  both  opens  the  Mexi- 
can market  to  imports  and  eliminates 
local-content  rules.  Now,  Mexican  parts 
must  make  up  657f  of  a  car  meant  for 
the  domestic  market  and  307^  of  a  car 
intended  for  export.  That  has  forced  car- 
makers to  produce  two  separate  lines. 
The  decree  will  enable  them  to  improve 


economies  of  scale  by  making  the  me 
car  for  both  domestic  and  export 
kets.  The  Mexicans  hope  that  will 
carmakers  south,  with  suppliers  in 

Detroit's  Big  Three  are  best 
tioned  to  benefit.  In  the  past  five  y\ 
Chrysler,   Ford,   and  General  M 
have  all  invested  heavily  in  mode 
port  plants.  Big  Three  exports 
grown  from  2,388  vehicles  in  1983  ti 
year's  153,259.  Both  Volkswagen 
Nissan  Motor  Co.  run  labor-intensivi 
erations  for  the  local  market.  But 
san  has  hinted  at  building  a  $600  m: 
export  plant  in  Aguascalientes,  and  ] 
ican  car  watchers  see  Honda  expanj^ 
its  Guadalajara  motorcycle  and 
parts  plant  to  full  auto  production 
SKY-HIGH  PRICES.  Because  Mexico  n^ 
closed  to  auto  imports,  each  com; 
splinters  output  into  four  or  five  mi 
to  satisfy  various  market  segments, 
small-scale  production  plus  high 
makes  for  outrageous  prices.  Fi 
Taurus,  for  example,  costs  $26, 
Mexico — nearly  double  the  U.  S. 
Liberalization  may  permit  compani( 
economize  by  concentrating  on  m: 
one  or  two  lines  in  Mexico  and  impoif 
the  rest.  "The  clear  thrust  of  the 
administration  is  to  maximize  scale 
drive  imports,"  says  Ford  Mexico  Pjiae' 
dent  N.  V.  Scheele. 

In  his  first  state  visit  to  the  T 
Salinas  faced  questions  about  a  fu  c-ts 
North  American  Common  Market,  '•^it 
usual,  he  sidestepped  the  delicate  i 
by  declaring  that  Mexico  was  not 
ready  for  such  a  move.  But  in  ope 
the  auto  market,  Salinas  is  pushing  i 
ty  ahead  of  rhetoric,  shoving  M( 
closer  to  that  North  American  unio: 
By  Stephen  Baker  in  Mexico  City, 
bureau  reports 
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THIS  IS  ONE  GAME 
OF  CHICKEN 
DETROIT  CAN'T  WIN 


For  a  decade,  Detroit  has  managed 
to  help  stall  congressional  efforts 
to  rewrite  the  nation's  air-pollu- 
tion laws.  But  with  President  Bush  and 
Congress  intent  on  toughening  the 
Clean  Air  .•\ct,  the  auto  industry  can't 
hold  out  mucii  longer. 

On  Oct.  2,  a  House  subcommittee 
unanimously  approved  a  compromise 
measure  embracing  California's  strict 
limits  on  auto  emissions  that  cause 
smog  and  increase  carbon  monoxide 
levels.  The  measure  has  the  blessing  of 
the  House  leadership,  and  though  it 


goes  further  than  President  Bush's 
proposals,  the  Administration  is  expect- 
ed to  approve.  With  a  stricter  Senate 
bill  pending,  auto  makers  are  on  the 
defensive.  "We  hope  they  don't  go  any 
further,  and  we'll  try  as  hard  as  we 
can  to  see  that  they  don't,"  says  indus- 
try lobbyist  Timothy  C.  MacCarthy. 

The  compromise  would  force  car- 
makers to  reduce  emissions  drastically 
over  the  next  20  years,  at  a  cost  of  as 
much  as  $7.5  billion.  Hydrocarbon  and 
nitrogen  oxide  emissions  from  tail 
pipes  would  have  to  be  cut  nearly  in 
half,  beginning  in  1994,  at  a  cost  of 
$100  to  $200  a  car.  Emissions  of  those 
pollutants,  as  well  as  carbon  monoxide, 
might  have  to  be  slashed  even  further 
in  2003  if  the  Environmental  Protection 
Agency  determines  that  such  tighten- 
ing is  feasible.  The  EPA  estimates  that 
this  phase  could  cost  $500  a  car. 


Detroit  bitterly  complains  of  regi 
tory  overkill.  Carmakers  contend  t 
the  measure  would  provide  minimal 
ductions  in  pollution  for  the  money  j 
that  some  requirements  are  technic£ 
impossible  to  meet.  Moreover,  tl 
say,  in  areas  where  smog  and  carl 
monoxide  aren't  a  problem,  car 
truck  buyers  would  be  penalized. 

Such  arguments  are  falling  on  dt 
ears  as  Washington's  concern  ab«  ife 
global  warming  and  fossil-fuel  use!  L^ji 
creases.  The  new  tail  pipe  rules  may 
just  the  beginning.  "The  clean-air 
could  require  more  alternative-fuel 
hides.  Lawmakers  are  also  eyeing  b 
that  would  mandate  greater  fuel  ee 
omy  and  restrict  use  of  ozone-depletJ 
substances  found  in  auto  air  conditi 
ers.  This  could  be  one  expensive  C 
gress  for  the  auto  industry. 

By  Vicky  Cahan  in  Washings 
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THE  SOVIET  ECONOMY  TOO  SICK 
ykPERESTROIKAl 


rbachev  ponders  stronger  medicine — and  calls  in  Dr.  Greenspan 


;  was  Mikhail  S.  Gorbachev's  most 
lesperate  move  yet.  On  Oct.  2,  the 
Soviet  president  grimly  asked  his 
itry's  parliament  for  "extraordinary 
sures"  to  prevent  a  collapse  of  the 
lomy.  Striking  rail  workers  in  three 
iblics  had  cut  fuel  shipments  to  pow- 
lants  stockpiling  for  winter.  At  bor- 
checkpoints,  the  resulting  snarl  was 
:ing  up  trainloads  of  badly  needed 
,  soap,  and  other  consumer  goods. 
A^e  do  not  control  the  situation  now," 
aed  Gorbachev,  "there  can  be  the 
t  grave  of  consequences." 
fter  two  days  of  intense  debate, 
Supreme  Soviet  agreed  to  tem- 
rily  ban  strikes  in  key  indus- 
,  including  transportation,  min- 
energy,  and  metallurgy.  What's 
3,  if  local  officials  in  the  bloody 
ic  battlegrounds  of  Armenia 
Azerbaijan  can't  keep  control, 
OS  will  man  the  rails  there, 
it  there's  a  lot  more  at  stake 

quelling  labor  unrest  and  re- 
al strife.  Because  of  the  strikes, 
)achev's  whole  economic  reform 
ram,  perestroika,  has  stalled. 
;ervatives  from  the  old  ruling 
aucracy  and  in  the  legislature 
'  seized  on  labor  and  ethnic  un- 

in  a  scramble  to  preserve  the 
structure.  To  outflank  them, 
)achev  is  moving  toward  great- 
athoritarianism. 

CE  SQUAD.  While  that's  Gorba- 
's  tone  at  home,  the  Soviet  lead- 
taking  a  decidedly  gentler  ap- 
eh  abroad  in  reaching  out  for 
He'll  be  getting  some  from  an 
:ely  source:  Federal  Reserve 
rman  Alan  Greenspan,  who  will 
a  delegation  to  Moscow  Oct.  7- 
3  lend  advice  on  the  moribund 
it  financial  system,  notably  on 
^etary,  banking,  and  monetary- 
rol  problems. 

ven  Gorbachev's  schizophrenic 
ida — cracking  down  at  home 
3  wooing  the  West — figuring 
how  to  counsel  the  Soviets  will 
i  tax  Greenspan's  renowned  analyt- 
lilities.  For  even  as  Gorbachev  uses 
specter  of  troops  to  keep  shipments 
ng,  he's  also  trying  to  keep  democ- 
ation  on  track.  His  new  legislature, 
ed  only  last  spring,  has  final  say  in 
crucial  policy  decisions  as  the  ban 
trikes.  In  fact,  it  softened  Gorba- 
's  original  proposal  to  have  the  ban 


last  for  15  months,  deciding  instead  to 
let  it  run  only  until  a  comprehensive  la- 
bor law  can  be  put  together.  "We  need 
extraordinary  measures  for  just  a  short 
period  of  time  because  we  have  run  into 
difficulties,"  says  Boris  Z.  Milner,  a 
member  of  the  government's  commis- 
sion on  reform.  "It's  not  the  way  back- 
ward [to  the  old  systems]." 

But  the  measures  may  prove  a  mere 
Band-Aid.  There's  a  budget  deficit  of 
$192  billion  to  contend  with,  and  the  So- 
viets face  widespread  shortages 


TO  COPE  WITH  ECONOMIC  CRISIS, 
GORBACHEV  IS  SEEKING... 

►  A  temporary  ban  on  strikes  in  strategic 
industries  such  as  transportation,  mining, 
energy,  and  metallurgy 

►  Military  control  of  the  railways  in  the 
Transcaucasus,  if  the  local  govermnent  can't 
control  rail  workers 

►New  economic  laws  on  taxes,  property, 
leasing,  and  land  use 

...AND  ASKING  THE  U.S.  TO... 

►  Support  the  Soviet  Union's  application  for 
membership  in  the  General  Agreement  on 
Tariffs  &  Trade,  the  International  Monetary 
Fund,  and  the  World  Bank 

►  Lift  Jackson- Vanik  trade  restrictions 

►  Reach  a  bilateral  trade  agreement 


and  mounting  inflation.  The  country  suf- 
fered from  serious  production  slumps  in 
the  past  two  months  as  railway  strikes 
in  Moldavia,  Armenia,  and  Azerbaijan 
held  up  shipments  of  raw  materials  and 
parts  sorely  needed  in  other  regions. 
Fully  100,000  cargoes  didn't  roll,  the 
government  reckons. 
Soviet  workers  have  latched  on  to 


strikes  as  a  way  of  expressing  discon- 
tent with  such  disparate  issues  as  local 
feuds  and  low  pay.  Many  saw  how 
quickly  the  government  gave  in  to  de- 
mands of  thousands  of  striking  coal  min- 
ers in  July  by  promising  them  foreign 
consumer  goods.  Even  that  apparently 
hasn't  satisfied  all  miners.  Recently, 
miners  in  34  cities  in  the  Ukraine's  Do- 
netsk coal  basin  narrowly  voted  against 
resuming  their  strike. 
RUBLE  RESCUE.  It's  in  this  mood  of  bare- 
ly averted  crisis  that  Greenspan  will  be 
reviewing  Gorbachev's  package  of  eco- 
nomic reforms.  The  Soviets  also  want 
Greenspan's  advice  on  how  to  start  a 
central  bank.  But  perhaps  the  U.  S.  dele- 
gation's most  significant  contribution 
will  be  its  advice  on  how  to  restore  value 
to  the  near-worthless  ruble.  One  Fed 
governor,  Wayne  D.  Angell,  has  urged 
the  Soviets  to  back  the  currency  immedi- 
ately with  their  gold  stocks  to  give  it 
instant  credibility  at  home  and 
abroad.  But  even  such  a  radical  step 
wouldn't  end  U.  S.  objections  to  So- 
viet membership  in  the  Internation- 
al Monetary  Fund  (table). 

Thus,  an  economic  boon  for  the 
Soviets  from  international  financial 
cooperation  is  nowhere  at  hand.  So 
Gorbachev  almost  certainly  will 
need  other  radical  domestic  changes 
to  keep  perestroika  going  as  the 
parliament  gets  down  to  debating 
the  1990  budget  and  a  new  package 
of  controversial  economic  laws  on 
property,  leasing,  land  use,  state  en- 
terprises, and  taxes.  The.se  mea- 
sures won't  always  please  reform- 
minded  legislators:  Human-rights 
activist  Andrei  Sakharov  was  chilled 
that  Gorbachev  even  dared  to  call 
for  a  ban  on  strikes.  And  rumors 
already  are  flying  around  Moscow 
that  price  and  wage  controls  will  be 
proposed  next.  These  would  dampen 
the  country's  limited  experiment  in 
letting  markets  determine  some 
prices.  "If  they  do  that,  it  will  be 
bad  news,"  says  a  Western  diplomat 
in  Moscow.  "Such  controls  never 
work." 

Radicals  in  the  Supreme  Soviet 
and  some  economists  complain  that 
the  most  recent  economic  measures 
on  property  ownership,  a  sacred 
cow  among  old-guard  Leninists,  do 
not  go  far  enough.  And  they  now 
fear  that  the  parliament  will  end  up 
clamping  down  on  cooperatives,  So- 
viet-style private  businesses,  not  liberal- 
izing them.  "There  are  conservative 
forces  at  large  in  our  society,"  Deputy 
Prime  Minister  Leonid  I.  Abalkin 
warned  recently.  "They  are  being  rein- 
vigorated  in  the  Supreme  Soviet."  Gor- 
bachev's balancing  act  is  just  beginning. 

By  Rose  Brady  in  Moscow  and  Mike 
McNamee  in  Washington 
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COMPUTERS  I 


FINE  JOB,  LARRY— 

BUT  DON'T  GET  TOO  SETTLED 


He  saved  Control  Data,  so  why  won't  the  board  name  Perlman  CEO? 


THE  ONE  THAT  MAY  GET  AWAY:  "THE  DANGER  IS  THAT  LARRY  WALKS,"  SAYS  A  SHAREHOLDER 


ever  underestimate  the  power 
of  Control  Data  Corp.  to  bewil- 
der investors.  After  losing  an  in- 
credible $1.3  billion  in  a  five-year  span, 
the  company  is  undergoing  a  remark- 
able transformation  engineered  by 
Lawrence  Perlman,  its  high-energy 
president  and  chief  operating  officer. 
So  what  does  the  board  of  directors  do? 
It  casts  Perlman's  future  in  doubt. 

That's  not  what  several  big  institu- 
tional stockholders  had  in  mind  when 
they  sent  letters  to  the  board  recently, 
seeking  to  have  Perlman  named  chief 
executive.  In  response,  beleaguered 
Chairman  and  CEO  Robert  M.  Price 
agreed  on  Sept.  29  to  relinquish  the  CEO 
title.  Rut  rather  than  name  Perlman  to 
the  post,  the  board  formed  a  search 
committee  to  consider  other  candidates 
for  the  job.  "It's  typical  of  Control 
Data,  and  that's  why  they're  in  the 
trouble  they're  in,"  says  an  executive 
who  recently  left  the  company.  "Every- 
thing has  to  be  studied  to  death." 
MORE  CAUTION?  What  got  into  the  Con- 
trol Data  board?  The  official  explana- 
tion is  that  directors  must  sift  all  their 
options  diligently.  In  1986,  the  board 
took  a  lot  of  heat  from  investors  for 
ramrodding  Price,  the  longtime  right- 
hand  man  to  78-year-old  founder  Wil- 
liam C.  Norris,  into  his  current  spot. 


This  time,  the  theory  goes,  the  board  is 
showing  more  caution. 

Other  company  insiders  see  some 
board  members  flexing  their  muscles. 
In  their  view,  Norris  and  his  ally,  for- 
mer Vice-Chairman  Norbert  R.  Berg, 
aren't  so  wild  about  the  way  Perlman  is 
upstaging  Price  and  disassembling  the 
empire  they  had  built.  And  they  want  to 
show  Perlman  who's  boss.  Norris  calls 
that  "plain  old  unadulterated  bull,"  al- 
though he  refuses  to  discuss  anything 
that  happened  at  the  board  meeting. 

Berg  wasn't  available  for  comment. 
Other  board  members  who  talked  to 
BUSINESS  WEEK  were  cagey  about  what 
they  said.  "Bob  Price  is  very  supportive 
of  Larry,"  says  one  director  who  asked 
that  his  name  not  be  used.  But  what 
about  Norris  and  Berg?  "Well,"  he 
says,  "they  might  be." 

Price  says  Perlman  is  the  front-run- 
ner for  the  CEO  job,  but  Wall  Street  is 
worried  anyway.  "I  find  [the  delay] 
startling  and  displeasing,"  says  one  of 
the  letter-writers,  Coleman  M.  Brandt 
of  Lehman  Ark  Management  Co.,  which 
holds  'S  million  shares.  Adds  Nicholas  J. 
Kovich  of  Miller,  Anderson  Sherrerd, 
another  big  stockholder:  "The  danger  is 
that  Larry  walks  out  the  door." 

To  say  investors  have  lost  patience 
would  be  kind:  Since  1983,  two-thirds  of 
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the  equity  on  CDC's  balance  sheetaas 
evaporated.  The  loss  of  Perlman  al  mif  j 
certainly  would  sink  Control  Data'   li  • 
ready  anemic  stock  price,  which 
been  drifting  between  18  and  22 
years.  Even  if  the  board  eventualb 
cides  in  Perlman's  favor,  its  indec 
isn't  helping  employee  morale — o 
stock,  which  closed  at  18%  on  Oct 

Perlman,  who  made  his  nam.e 
turnaround  artist  at  two  CDC  divis 
is  widely  regarded  as  the  last, 
chance  to  revive  Control  Data, 
board  named  him  president  and 
operating  officer  last  December  u 
heavy  pressure  from  bankers  fee 
with   company   management.  At 
time.  Control  Data  was  virtually  c 
less  and  in  default  on  its  bank  loa 
CYBER  CYPHER.  Perlman  stanched  lo 
with  radical  action.  Last  April,  he 
off  3,100  workers  and  shut  down 
Systems  Inc.,  the  supercomputer 
sidiary  that  was  bleeding  $50  milli 
year.  Later,  CDC  sold  about  $500  mi 
in  assets,  including  the  company's 
cessful  Imprimis  disk-drive  operat 
CDC  now  is  liquid,  and  the  banks  an 
its  back.  Analysts  predict  solid  pn 
and  cash  flow  for  what  in  1989  will 
company  with  $2.9  billion  in  sales,  d 
from  $3.(5  billion  last  year. 

The  biggest  question  is  Cyber, 
computer  business  that  makes  up  al 
257c  of  the  company's  sales.  Once 
industry  giant,  Control  Data  now 
trols  a  tiny  share  of  the  computer  i 
ket.  It's  easing  out  of  hardware 
moving  into  areas  such  as  systems 
gration.  The  company  says  the  com 
er  arm  is  about  to  report  its  first  pr 
able  quarter  in  more  than  three  ye 
But  some  analysts  describe  the  I( 
term  outlook  as  uncertain  at  best. 

A  lawyer  by  training,  Perlman  ho 
his  turnaround  skills  at  Commei 
Credit  Corp.,  which  he  joined  in 
when  it  was  still  a  Control  Data  sut 
iary.  Starting  in  1986,  Control  I 
took  the  company  public,  raising  roi 
ly  $1  billion.  Perlman  later  took  cha 
of  the  company's  Imprimis  disk-d 
operations  and  turned  a  low-qua 
money  loser  into  one  of  the  indust 
strongest  players.  And  he  was  no  rr 
ax-wielder.  His  subordinates  almost 
versally  call  him  tough  but  honest,  i 
and  forthright  and  remark  on  his 
canny  ability  to  inspire  the  troops. 

He's  also  one  cool  character,  evei 
the  current  flap.  Asked  if  he  expect) 
be  named  CEO,  he  says:  "I  don't  h 
any  expectations  beyond  doing  a  g 
job  today.  I'm  not  thinking  that 
ahead."  The  board  says  it  will  decidi 
two  to  three  months.  Investors  will 
on  pins  and  needles  until  then. 

By  Russell  Mitchell  in  Minneapft 
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>UTERSI 


HY  JERRY  PEARLMAN  GAVE  UP 
IS  BRAINCHILD 


ing  Zenith's  computer  unit  to  Bull  was  his  last — and  only — choice 


was  a  bittersweet  celebration  for 
erry  K.  Pearlman,  the  embattled 
hairman  of  Zenith  Electronics  Corp. 
ind  midnight  on  Sept.  29,  at  the  chic 
5ian  restaurant  Pre  Catelan,  Pearl- 
and  Francis  Lorentz,  chairman  of 
ipe  Bull,  cracked  a  bottle  of  bubbly 
;al  the  $635  million  sale  of  Zenith's 
)uter  business  to  Bull,  France's 
(-owned  computer  maker.  The  deal 
)res  Zenith's  fiscal  health,  but  once 
!  leaves  it  mired  in  the  slow-growth, 
Tiargin,  consumer-electronics  busi- 
.  A  decade  ago,  as  Zenith's  chief 
icial  officer,  Pearlman  had  urged 
■nove  into  PCs  as  an  antidote  to  the 
ision  business.  But  having  just  sold 
srainchild,  Pearlman  simply  looked 
eved,"  says  Lorentz. 
deed,  the  50-year-old 
Iman  has  little  time  to 
d.  Once  shareholders  ap- 
e  the  computer  division 
at  a  special  December 
;ing,  as  they  are  expect- 
)  do,  Zenith  will  be  near- 
3bt-free.  But  it  will  also 
the  computer  profits 
have  partly  offset  losses 
nsumer  electronics.  That 
;s  Pearlman  with  the  gi- 
Lask  of  wringing  consis- 
profits  from  Zenith  TV 
VCRs,  and  camcorders, 
ter  six  years  as  CEO, 
Iman  hasn't  hit  on  the 
;  formula  yet — and  he's 
disclosing  any  sweeping 
5  now.  Analysts  expect 
company  to  continue 
ing  the  Federal  Commu- 
ions  Commission  to  use 
ligh-definition  TV  design 

standard,  and  distribu- 
say  that  Zenith  has  indi- 
1  it  will  up  TV  production 
)%'  next  year. 
-L  PROFIT.  This  year's 
il  picture-tube  shortage 
'ed  the  Glenview  (111.) 
lany  to  raise  its  prices, 
acing  a  small  operating 
t  in  consumer  electron- 
analysts  figure.  But  a 
ency-hedging  blunder 
bloated  computer  inven- 
3  are  likely  to  wipe  out 
ts  for  the  year,  the  com- 

says.  Some  observers 
2t  the  tube  shortage  to 


end  next  year,  perhaps  triggering  anoth- 
er bout  of  price-slashing.  Warns  James 
I.  Magid,  an  analyst  for  Needham  &  Co.: 
"If  the  TV  business  is  as  bad  as  it  has 
been  for  the  past  15  years,  they'll  slowly 
go  out  of  business." 

By  most  accounts.  Bull  got  a  good 
deal.  The  $635  million  price — which  will 
be  adjusted  downward  by  perhaps  $20 
million  based  on  the  value  of  computer 
inventories  at  yearend — is  just  427'  of 
Zenith  Data  Systems'  estimated  $1.5  bil- 
lion in  1989  revenues.  Bull  gets  the  sec- 
ond-largest seller  of  IBM-PC  clones  in  the 
U.  S.  and  the  leader  in  the  fast-growing 
laptop  business.  By  contrast,  Hewlett- 
Packard  Co.  paid  65%'  of  sales  to  buy 
Apollo  Computer  Inc.,  a  money-losing 
maker  of  engineering  workstations. 


PEARLMAN  (RIGHT):  PCs 
WERE  "CLOSE  TO  MT  HEART" 


ZENITH— BEFORE  AND  AFTER  COMPUTERS 


Before 

After  sale  of  computer 
operations 

SALES 

$2.7  billion  (yearend  1988) 

$1.5  billion*  (1989) 

PROFIT 

$n. 7  million 

$0'  (1989) 

EMPLOYEES 

36,000 

33,000 

MAJOR 

MANUFACTURING 
PLANTS 

Springfield,  Mo.;  Juarez  and 
Reynosa,  Mexico,-  St.  Joseph, 
Mich.;  Melrose  Park,  III. 

Springfield,  Juarez, 
Reynosa,  Melrose 
Pork 

BUSINESSES 


TVs,  VCRs,  camcorders,  desk- 
top and  laptop  PCs,  computer 
monitors,  70  Heath /Zenith 
computer  stores,  electronics 
kits,  power  supplies,  cable-TV 
decoders,  picture  tubes 


TVs,  VCRs,  cam- 
corders, computer 
monitors,  power 
supplies,  cable-TV 
decoders,  picture 
tubes 


*  Estimates 


DATA:  ZENITH  ELEGRONICS  CORP.,  ANALYSTS'  CONSENSUS  ESTIMATES 


Bull,  which  got  into  the  U.  S.  by  buy- 
ing Honeywell  Inc.'s  computer  unit  in 
1987,  will  instantly  double  its  U.  S.  sales, 
to  about  a  third  of  the  company's  $7 
billion  total.  In  Europe,  it  will  now  have 
67o  of  the  PC  market,  making  it  No.  5  in 
the  region.  Despite  the  expiration  of  a 
major  U.  S.  government  contract  to  sup- 
ply PCs,  ZDS  revenues  are  expected  to 
grow  7%  this  year.  One  danger  for  the 
government-owned  Bull:  Can  it  keep  the 
U.  S.  government  as  a  client?  Uncle  Sam 
accounts  for  one-third  of  Zenith's  sales. 

Pearlman  didn't  surrender  ZDS  by 
choice.  Announcing  the  move  in  New 
York,  he  recalled  how  in  1979  he  had 
helped  engineer  the  $64.5  million  pur- 
chase of  Heath  Co.,  the  maker  of  elec- 
tronics kits,  which  got  Zenith  into  PCs. 
Computers  remained  "close  to  my 
heart,"  he  said.  When  Lorentz  hit  up 
Zenith  about  buying  the  computer  divi- 
sion in  March,  he  was  rebuffed.  Pearl- 
man wanted  Bull  to  buy  the  entire  com- 
pany— or  nothing.  "There's  no  way  I 
wanted  to  end  up  trying  to  run  a  TV 
operation,"  he  says.  He  clearly  wasn't 
alone:  Pearlman  says  Zenith  got  only 
"less-than-fire-sale  offers"  for  the  con- 
sumer electronics  group 
alone. 

'HAD  TO  SELL.'  With  Zenith's 
financial  condition  deteriorat- 
ing, Pearlman  "had  to  sell 
something,"  says  a  former 
Zenith  senior  manager.  "He 
was  getting  himself  into  a 
box."  He  had  already  faced 
the  onslaught  of  an  outside 
investment  group  in  1988, 
and  this  year  Zenith's  stock 
had  fallen  307<,  to  14— well 
below  its  $18.25-a-share  book 
vaiue.  The  Bull  deal  sent  the 
stock  up  3,  to  17,  on  Oct.  2. 
In  the  first  half  of  1989,  debt 
rose  to  $167.5  million  from 
$100  million,  and  the  compa- 
ny's bank  credit  was  tapped 
out.  Total  interest-bearing 
obligations  now  approach 
$600  million,  Pearlman  says. 

Once  he  has  used  the  sale 
proceeds  to  pay  down  debt, 
Pearlman  expects  to  net  $22 
million.  That's  not  much  of  a 
grubstake  to  rebuild  Zenith 
in  new  areas  such  as  HDTV. 
But  Pearlman  is  optimistic: 
"I  think  we  have  sufficient 
scale  to  be  a  very  viable  play- 
er in  the  North  American 
market,"  he  says.  For  the 
time  being,  at  least,  Zenith 
can  hold  on  to  this  dubious 
distinction:  the  last  major 
U.  S.-owned  TV  maker. 

By  Lois  Therrien  in  Chicago, 
with  Thane  Peterson  in  Paris 
and  Geoff  Lewis  in  New  York 
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Commentary /by  James  E.  Ellis 

UNITED'S  BUYERS  MAY  BE  WEARING  ROSE-COIORED  GOGGLES 


18 


12 


I  ow  that  the  pilots  and  manage- 
ment at  UAL  Corp.,  parent  of 
1  United  Airlines,  have  launched 
their  $300-a-share  tender  offer  for  the 
carrier,  investors  figure  that  this  take- 
over has  only  one  big  question  left  to 
ponder:  Will  Transportation  Secretary 
Samuel  K.  Skinner  meddle  with  the 
deal?  But  the  financial  world  is  virtual- 
ly ignoring  another,  much  bigger,  risk: 
that  United's  pilots  and  executives  will 
get  the  $6.8  billion  buyout  they  want- 
ed— and  then  have  a  devil  of  a  time 
making  it  work. 

This  isn't  as  far- 
fetched as  it  may  at 
first  sound,  especially 
after  a  close  look  at 
the  tender  offer  docu- 
ment sent  to  United 
shareholders.  Buried 
in  the  papers  is  a  sec- 
tion blandly  titled 
"Projected  Financial 
Information."  The 
numbers  and  assump- 
tions included  there 
make  fascinating  read- 
ing. They  project  al- 
most unbroken  growth 
in  revenues,  operating 
profits,  and  cash  flow 
from  1990  to  1999, 
and  state  that  United 
should  not  have  to  lay 
out  any  capital  for  the  $19  billion  in 
new  planes  it  has  on  order.  Instead,  it 
assumes,  they'll  all  be  financed  via  op- 
erating leases. 

If  these  forecasts  turn  out  to  be 
largely  correct,  then  United  should  sail 
through  its  buyout,  which  is  being 
mostly  paid  for  by  $7.2  billion  in  loans. 
But  there's  nothing  in  United's  past  to 
justify  such  optimism:  Instead,  the  air- 
line's new  owners  could  find  them- 
selves struggling  to  prevent  United's 
slide  into  second-class  status. 
UNTESTED  THEORY.  United's  investment 
bankers  arid  managers  have  some  ar- 
guments on  their  side,  of  course.  The 
line's  recent  performance  has  been 
phenomenal:  As  industrywide  fares 
rose  sharply,  United's  operating  earn- 
ings soared  169%  last  year.  What's 
more,  plenty  of  airline  executives  and 
analysts  figure  that  the  industry,  after 
a  decade  of  turbulence  brought  on  by 
deregulation,  is  entering  a  new  period 
of  prosperity:  a  period  where  tight  air- 


port space  and  increasing  demand  for 
air  travel  will  produce  the  steady  cash 
flow  necessary  for  a  smooth  buyout. 
So  United's  projections,  the  argument 
goes,  cannot  be  disastrously  amiss  in 
this  environment. 

Yet  this  scenario  is  largely  untested. 
Although  airlines  have  been  generat- 
ing record  profits  for  a  year  or  so, 
some  analysts,  worried  about  a  soften- 
ing in  business  from  the  slowdown  in 
the  economy  and  higher  fares,  are  now 
lowering  earnings  estimates  for  U.  S. 


UAL:  THE  RECORD 
IS  SPOTTY... 


...SO  WHY  IS  THE  FORECAST 
SO  ROSY? 


REVENUE  FOR  EVERY  MILE 
FLOWN  BY  A  PAYING  PASSENGER 
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carriers.  "Traffic  growth  probably 
peaked  earlier  this  year,  but  it's  been 
hidden  by  the  shutdown  of  Eastern," 
observes  Standard  &  Poor's  Corp.  ana- 
lyst Philip  A.  Baggaley.  United's  own 
traffic  and  operating  profits  were 
slightly  off  in  the  second  quarter. 

So  despite  the  optimistic  forecasts 
that  deregulation's  worst  effects  are 
over,  airlines  remain  a  cyclical  indus- 
try, where  traffic  is  sensitive  not  only 
to  such  factors  as  high  fares  but  also 
to  outside  forces  such  as  economic 
slowdowns  and  rising  fuel  prices. 
Those  outside  forces  were  at  work  in 
the  past  10  years,  and  they  contributed 
to  United's  woeful  performance.  From 
1978  to  1987,  United's  erratic  operating 
earnings  totaled  only  $602  million  after 
losses.  In  contrast.  United  projects  op- 
erating profits  to  more  than  triple  be- 
tween 1990  and  1999  in  an  almost  un- 
broken line  of  increases  and  without 
any  operating  losses. 

The  other  current  belief  about  the 
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airlines  is  that  they'll  never  again 
fare  promotions  turn  into  fare  w; 
After  all,  big-time  discounters,  sue' 
People  Express,  aren't  around 
longer  to  wreak  havoc  with  fares, 
in  the  next  big  recession,  there  wil 
two  new  heavily  leveraged  airlinej 
Northwest  andl  United — compet: 
with  Texas  Air,  TWA,  and  Pan  Am, 
riers  that  are  already  financially  w 
No  one  can  tell  how  the  industry, 
rying  billions  in  extra  debt,  will  reac 
the  pressure  of  servicing  all  those  c 
gations  causes 
acute  hunger  for  c 
generating  traffic. 

Yet  United  figi#te 
that  its  yield — the  f 
revenue  it  makes 
every  mile  a  passen 
flies — will  keep  risi 
and  that  its  load 
tor,  or  percentages 
seats  it  manages 
fill,  will  hold  steadj  ''-c 
around  67%.  Robert  M  it: 
Neuschel,  manag 
director  of  Noi  ^lisl 
western  Universit  p 
Transportation  Cen  is  to 
worries  that  such  o 
mism  "means  that 
there's  a  blip  in 
economy,  this  d 
really  gets  hit." 
contrast,  United's  yield  fluctua 
from  1978  to  1987,  while  its  load  fac 
wobbled  between  58.4%  of  capacity 
66.3%  (charts). 

An  additional  cushion  for  the  Uni 
deal  is  the  fleet  it  owns,  and  the 
aircraft  it  has  on  order.  The  carrK 
planes  now  make  excellent  collate 
for  bank  loans,  while  newly  orde 
aircraft  can  be  sold  to  investors  at  h 
prices  and  then  leased  back.  Yet  h  ([J|j 
again  the  risk  cannot  be  measured: 
the  airplane  nianufacturers  produo 
glut  of  planes,  then  United's  airci 
may  not  hold  their  value,  and  the  cu 
ion  could  get  a  lot  thinner. 

Of  course,  the  investors  who  poc 
$300  a  share  for  their  United  s 
don't  have  to  worry  about  these  rii 
But  United's  executives,  pilots,  outs 
investors,  and  lenders,  led  by  Citibs 
and  Chase  Manhattan,  do.  And  tlBlflPy 
may  find  that  the  thrill  of  buying 
airline  is  nothing  compared  with 
hazards  of  owning  one. 
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tUCTURINGSI 


NEW  IROH  MAN 

!CASTS  USX 


CEO  Corry,  selling  off  Texas 
;  assets  is  just  the  beginning 


■  When  Charles  A.  Corry  was 
Mm  named  chief  of  USX  Corp.  in 
Hr  June,  some  Wall  Streeters 
lered  if  he  could  fill  the  shoes  of  his 
smatic  predecessor,  David  M.  Rod- 
.  Although  he  was  Roderick's  top 
sgist  for  a  decade,  the  low-key 
/  had  stayed  in  the  background  as 
;wo  turned  the  former  U.  S.  Steel 
.  into  more  energy  company  than 
Tiaker. 

t  on  Oct.  2,  Corry  made  it  clear  that 
ims  to  put  his  own  mark  on  USX. 
diating  Roderick's  troubled,  $3  bil- 
purchase  of  natural  gas  producer 
3  Oil  &  Gas  Corp.  (TXO),  Corry  an- 
ced  that  he's  putting  TXO's  energy 
ves  up  for  sale.  Now,  several  Street 
•vers  say  he  wants  to  sell  all  of 
-reserves,  pipelines,  and  gas-gath- 
operations — as  early  as  next  year. 
I  isn't  talking,  but  Bruce  E.  Lazier, 
iscott,  Ball  &  Turben  analyst,  pre- 
that  "it's  all  going  out  the  door." 
;  says  it  plans  to  use  any  proceeds 
y  back  stock  and  pay  off  debt.  Ana- 
expect  the  bulk  of  the  estimated 
oillion  to  $2  billion  raised  from  the 
of  reserves  will  go  toward  a  mas- 
itock  buyback.  And  ultimately,  ob- 
rs  and  former  USX  executives  who 
Corry  well  expect  him  to  proceed 
delayed  plans  to  spin  off  at  least 
jf  the  $5.8  billion  steel  unit  to  the 
That  would  still  leave  USX  with 
iant  Marathon  Oil  Co.  unit,  which 
i.nts  for  53'7f  of  sales.  Unlike  Roder- 
fho  was  bullish  on  TXO,  "Corry  will 
ilmost  anything  if  he  gets  a  good 
"  says  Frederick  P.  Leuffer,  a  C.  J. 


A  MARATHON  RIG  IN  THE  NORTH  SEA:  THE  OIL  BEHEMOTH  ACCOUNTS  FOR  53%  OF  USX  SALES 


Lawrence,  Morgan  Grenfell  Inc.  analyst. 

The  deal  reflects  more  than  just 
Corry's  private  dissatisfaction  with  TXO. 
Carl  C.  Icahn,  who  has  owned  117'  of 
USX  since  a  1986  takeover  attempt, 
wouldn't  comment,  but  he  has  made  no 
secret  of  his  hope  that  Corry  will  boost 
the  company's  stock.  Although  USX'  re- 
vived steel  unit  and  rising  oil  prices  will 
hike  profits  by  12%,  to  $850  million  in 
1989  on  sales  of  around  $18  billion,  its 
stock  has  languished  just  over  30  for 
most  of  the  year.  That's  a  full  $24  a 
share  below  its  estimated  breakup  value 
(table),  so  news  of  Corry's  move  sent  the 
stock  up  nearly  to  $39  by  Oct.  4. 
GOOD  TIMING.  To  narrow  the  value  gap, 
Icahn  has  pressed  Corry  to  sell  major 
assets  or  split  USX  into  two  parts,  steel 
and  oil.  That  pressure  has  dovetailed 
well  with  Corry's  own  desire  to  sell  TXO. 
"Corry  felt  Roderick  paid  too  much  for 
it,"  says  a  onetime  USX  executive.  The 
1986  acquisition  was  made  just  as  natu- 
ral gas  prices  were  plunging.  Worse, 
USX'  issue  of  133  million  new  shares  out- 
raged shareholders,  who  found  their 


ItE  USX' PARTS  WORTH 
}RE  THAN  THE  WHOLE? 


CORRY:  IN  SYNC 
WITH  ICAHN 


Is                           Billions  of  dollars. 

except  per-share  amounts 

IND  GAS 

$12.9 

L 

3.8 

NCIAL 

3.8 

lELLANEOUS 

1.2 

IL  ASSETS 

$21.7 

kL  LIABILITIES 

$6.6 

BREAKUP  VALUE 

$15.1 

&KUP  VALUE  PER  SHARE 

$59 

iNT  STOCK  PRICE 

$34  % 

TA;  C  J.  LAWRENCE,  MORGAN  GRENFELL  INC  ,  BW 


holdings  diluted  by  half.  Since  then,  TXO 
has  lost  $61  million  from  operations,  and 
a  turnaround  is  unlikely  until  gas  prices 
pick  up,  perhaps  not  until  1991. 

Now,  Corry  is  taking  advantage  of  the 
hot  demand  for  gas  properties  to  unload 
TXO.  Wall  Street  analysts  say  First  Bos- 
ton Corp.,  USX'  investment  bank,  initially 
put  out  feelers  to  sell  all  of  TXO.  But 
Corry  decided  to  sell  TXO's  oil  and  gas 
reserves  first.  Prospective  buyers  in- 
clude France's  Elf  Aquitaine  and  cash- 
rich  Pennzoil  Co.  To  avoid  the  charge  to 
earnings  that  USX  might  have  to  take  if 
it  sold  its  other  TXO  assets  now,  analysts 
see  Corry  waiting  until  margins  improve 
at  the  pipeline  and  gas-gathering  opera- 
tions next  year.  A  sale  then  might  reap 
$750  million  to  $1  billion. 

If  Corry  uses  just  $1  billion  of  the 
proceeds  from  the  sale  of  TXO  reserves 
to  buy  back  30  million  shares,  or  127'  of 
its  stock,  at  $38  a  share,  USX  could  boost 
1990  per-share  earnings  by  147'^,  to  $4, 
estimates  David  N.  Fleischer,  an  oil  ana- 
lyst at  Prudential-Bache  Securities  Inc. 

The  revival  at  USX'  steel  unit,  which 
earned  $270  million  in  the  first  half, 
cheered  Roderick  about  future  pros- 
pects. But  Corry  lately  has  been  openly 
skeptical  about  whether  steel  can  make 
decent  money  long-term.  That's  why  an- 
alysts and  former  executives  expect 
Corry  to  sell  most  or  all  of  the  unit. 
Corry  may  take  his  time,  first  using  up 
steel's  huge  tax  credits  and  tax-loss  car- 
ryforwards, which  shield  USX'  profits. 
But,  says  a  USX  alumnus,  "ultimately, 
Corry  will  spin  off  most  or  all  of  steel 
when  the  timing  is  right." 

Ever  the  strategist,  Corry  has  insisted 
assets  should  be  sold  only  "when  they're 
ripe."  Given  the  heat  from  Icahn,  assets 
at  USX  may  be  ripening  ahead  of  season. 

By  Gregory  L.  Miles  in  Pittsburgh,  with 
Mark  Ivey  in  Houston 
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INVESTIGATIONS! 


AT  THIS  MEDICAL  LAB, 
ONLY  THE  BILLS  WERE  REAL 


A  California  scheme  used  fake  tests  to  cheat  insurers  out  of  millions 


Alberto  F.  Lopapa  was  nothing  if 
not  ingenious.  The  53-year-old  en- 
trepreneur won  a  reputation  for 
running  an  efficient  medical  lab  for  doc- 
tors and  hospitals  in  the  Los  Angeles 
area.  But  there  was  a  seamy  side  to  his 
success. 

Lopapa  received  so  many  blood  sam- 
ples for  testing  that  he  skipped  most  of 
the  necessary  clinical  stages  and  instead 
rigged  his  machines  to  produce  results. 
On  Sept.  26,  Lopapa,  an  Argentine-born 
U.  S.  citizen,  pleaded  guilty  to  15 
counts  of  mail  fraud  and  other 
charges,  ending  a  two-year  probe  of 
his  activities  by  the  Justice  Dept.  and 
three  other  federal  agencies.  Investi- 
gators now  believe  scams  run  by  Lo- 
papa and  other  Southern  California 
con  artists  may  have  cost  insurance 
companies  and  employers  hundreds 
of  millions  of  dollars  in  false  claims. 

Lopapa  had  a  number  of  imagina- 
tive ways  to  make  lab  tests  produce 
the  desired  results.  Often,  he  would 
have  his  housekeeper  add  green  food 
coloring  to  blood  samples  he  was  test- 
ing for  allergies.  The  dye  generated  a 
positive  reading  when  the  sample  was 
passed  through  a  spectrophotometry 
machine.  And  the  patient's  insurance 
company  paid  the  bill  just  as  if  a  real 
test  had  been  run,  according  to  Shar- 
on Elligsen,  a  federal  prosecutor  in 
Los  Angeles.  In  1987,  Lopapa's  na- 
tionally recognized  lab  could  process 
200  samples  a  day,  mostly  for  allergy 
testing,  but  some  for  AIDS  tests  as 
well.  Federal  authorities  are  trying  to 
find  out  if  any  fraud  involved  sam- 
ples tested  for  the  HlV  virus. 
BIG  TARGETS.  Officials  believe  that 
Lopapa,  who  operated  under  the  names 
of  Lopapa  Institute  Inc.  and  Novo  Im- 
mune Inc.,  is  linked  to  other  scams  that 
operated  throughout  Southern  Califor- 
nia. On(^  .scheme  was  breathtaking  in  its 
simplicity  Patients  were  enticed  into 
clinics  by  a  promise  of  free  medical  ex- 
ams. Once  in  the  door,  they  were  asked 
to  fill  out  detaiind  medical  histories  and 
to  sign  blank  insurance  forms  (table). 

The  clinics  used  the  histories  to  fabri- 
cate medical  justifications  for  running 
expensive  diagnostic  tests.  Investigators 
think  most  of  the  tests  were  never  per- 
formed. The  blank  insurance  forms  were 
used  to  bill  for  the  tests  and  for  other 


procedures.  Most  patients  never  realized 
that  their  names  were  being  affixed  to 
bogus  claims  that  generated  millions  of 
dollars  in  fraudulent  billings.  The  big- 
gest targets  were  private  insurers  and 
the  Defense  Dept.'s  Civilian  Health  & 
Medical  Program  for  the  Uniformed  Ser- 
vices (CHAMPUS),  which  serves  military 
dependents  and  retirees.  In  August,  a 
federal  grand  jury  in  San  Diego  indicted 
six  California  residents  who  were  alleg- 
edly involved  in  this  scheme.  All  deny 


A  STEP  BY  CTEP  GUIDE 
TOAMEDI-FRAUDSCAM 


Indictments  allege  that  a  loose  organization  of 
con  men  operated  medical  clinics  and  laborato- 
ries and  billed  companies  throughout  Southern 
California.  The  operators  allegedly  have  bilked 
private  insurance  companies  out  of  hundreds  of 
millions  of  dollars  since  1985.  According  to  a 
grand  jury  indictment  and  federal  government 
officials,  one  scam  worked  like  this: 

►  Boiler-room  operators  solicit  patients  over 
the  phone,  offering  them  a  free  medical  exam 

►  Patients  fill  out  a  detailed  medical  history 
form.  Clinic  operators  use  the  form  as  the  basis 
for  claims  to  private  insurers  for  expensive — 
and  mostly  fictitious — tests 

►The  clinics  then  sell  their  "patient"  names  to 
Center  City  Funding,  a  San  Diego-based  pur- 
chaser of  medical-insurance  accounts  receiv- 
able. Center  City  files  more  false  claims.  The 
fake  claims  escape  insurers'  notice  because 
Center  City  submits  them  under  a  variety  of 
employer  identification  numbers 

DATA:  COURT  DOCUMENTS,  U.S.  GOVERNMENT  SOURCES 


any  wrongdoing.  The  probe's  focus  has 
now  shifted  to  Los  Angeles.  Investiga- 
tors are  concentrating  on  the  mobile 
medical  labs  that  s[)rang  up  in  California 
and  elsewhere  during  the  past  decade. 
Government  investigators  suspect  that 
many  of  these  facilities  routinely  kick 
back  a  portion  of  their  diagnostic  fees  to 
physicians  and  hospitals  who  steer  pa- 
tients their  way.  "There's  a  huge  con 
operation  going  on  here,"  says  a  federal 
prosecutor. 

As  part  of  the  inquiry,  federal  and 
state  authorities  have  searched  almost 
100  locations,  including  the  homes  and 
offices  of  two  Russian  emigre  brothers. 


David  and  Michael  Smuskevitch. 
four  years,  the  Los  Angeles-based  b 
skevitches  ran  the  world's  largestp 
bile  lab  network  under  a  baffling  VcSt 
of  names,  including  American  Diaa 
tics  Inc.  According  to  Lonnie  E.  W(p 
ton,  a  Los  Angeles  lawyer  represe| 
Metropolitan  Life  Insurance  Co.  in 
against  the  brothers,  the  two  men 
may  have  defrauded  private  ins( 
and  self-funded  employee  welfare 
to  the  tune  of  $100  million.  The  hro\ 
may  also  have  taught  other  membt^- 
the  city's  Russian  emigre  comma' 
how  they  did  it.  Evan  L.  Ginsburgiti 
lawyer  for  the  Smuskevitches,  saysf- 
have  left  the  country. 

Wolverton  says  a  California  lawd 
allows  claimants  to  win  punitive  r 
ages  from  an  insurance  company  frt 
fusing  in  "bad  faith"  to  pay  a  clain|b 
ated  an  atmosphere  "that  played 
into  the  Smuskevitches'  hands.  !( 
ance  companies  were  afraid 
pay  a  claim." 

SHELL  GAME.  The  labs  and  b 
firms  disguised  their  activities  b; 
ing  large  numbers  of  shell  cor 
tions.  And  the  Smuskevitches  av(  '. 
filing  false  claims  to  the  federal  i  u 
care  and  medicaid  programs,  ma  ; 
it  more  difficult  for  the  Justice  I  l*;. 
to  prosecute  them.  There  is  no  f 
al  statute  that  makes  defrauding  j>i 
vate  insurers  a  crirrie. 

The  medi-scams  began  to  uniK 
when  Lopapa  got  careless.  One  op! 
employees  noticed  that  slides 
being  run  through  a  diagnostic 
chine  both  forward  and  backwai  P 
generate  two  bills  for  each  real 
pie  tested.  Later,  employees  diil 
ered  that  he  wasn't  even  testing! 
blood  serum  that  came  in  from  pi 
cians  with  allergy  patients.  TI 
when  they  blew  the  whistle.  I 
More  than  400  insurance  coi 
nies,  including  MetLife,  Aetna  Li 
Casualty,  and  the  film  industry's 
insurance  fund,  were  duped  by 
various  schemes.  Ultimately,  muc 
the  cost  is  passed  on  to  employer 
higher  premiums.  William  C.  Hendr 
former  chief  of  the  Justice  Dept.'s  fi 
section,  says  prosecutors  "ought  t( 
more  in  health  care.  The  amount  of  i 
ey  involved  is  massive." 

For  now,  prosecutors  are  focusinj 
closing  down  fraudulent  clinics  and 
and  looking  for  similar  scams  in  o 
parts  of  the  country.  More  indictm 
are  expected  soon.  If  the  frauds  an 
deed  spreading  from  the  West  Coas 
the  rest  of  the  country,  then  unnf 
sary  medical  tests  could  be  playin 
greater  role  in  the  rising  cost  of  he 
ca.'"e  than  anyone  previously  though 
By  Paula  Dwyer  in  Wa.shin 
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RE  ARE  32  WAYS  TO  STOP  A  SAMSUNG.  THIS  IS  NUMBER  19. 


)RE  OUR  VCRS  LEAVE  THE  FACTORY,  WE  DO  NO  FEWER  THAN  TWENTY-THREE  ENDURANCE 
S.  WE  SHAKE  THEM.  WE  BANG  THEM.  WE  EVEN  DROP  THEM.  THEN,  AND  ONLY  THEN,  WILL 


BE  SURE  YOU'RE  BUYING  THE  VCR  THAT  STANDS  UP  TO  ANY  PUNISHMENT  YOU  CAN  DISH' 


WELL,  ALMOST  ANY  PUNISHMENT. 


ALMOST  INDESTRUCTIBLE.  figSAMSUMG 


V9 


THE  FUTURE  OF  ELECTRONICS. 


SPORTS  BUSINESS  I 


DIVISION  CHAMPS:  LIRIANO  AND  LEE  CELEBRATE  THEIR  VICTORY  IN  THE  AL  EAST 


THE  BLUE  JAYS 

HAVE  A  lOT  TO  CROW  ABOUT 


Toronto's  team  is  hot — and  profits  and  attendance  have  soai'ed  tliis  year 


About  this  time  two  years  ago,  To- 
ronto baseball  lovers  were  crying 
in  their  Labatt's.  The  Blue  Jays 
had  blown  their  last  seven  games  of  the 
season,  gift-wrapping  the  American 
League  Eastern  Division  title  for  the 
much-hated  Detroit  Tigers.  The  collapse 
was  made  more  painful  by  memories  of 
the  1985  American  League  Champion- 
ship Series,  when  they  fell  in  seven 
games  to  the  Kansas  City  Royals  after 
giving  up  a  lead  of  three  games  to  one. 
Now,  the  Jays  sit  on  the  top  perch  of  the 
AL  East,  having  kissed  off  the  Baltimore 
Orioles  in  a  climactic  showdown. 

Off  the  playing  field,  too,  the  Jays 
seem  ready  to  soar  to  loftier  heights. 
The  club  shattered  an  AL  attendance  rec- 
ord, with  more  than  3.3  million  fans  dur- 
ing the  regular  season  (chart).  Revenues 
should  hit  $-7)  milHon,  and  the  Jays,  usu- 
ally a  breakeven  club,  should  turn  a 
profit  of  $3  niiilion  to  $5  million.  "For 
once,  we'll  finisli  firmly  in  the  black," 
says  Jays  President  Paul  Beeston. 
RAIN  OR  SHINE.  Next  to  a  World  Series 
win,  that's  the  sweetest  possible  news 
for  the  Jays'  triumvirate  of  owners: 
Montreal  financier  R.  Howard  Webster, 
Canadian  Imperial  Bank  of  Commerce, 


and  Canada's  No.  2  brewer,  John  Labatt 
Ltd.  Not  that  the  team  has  been  a  bad 
investment.  The  owners  bought  the  ex- 
pansion club  for  $7  million  in  1977,  and 
today  "it  is  worth  at  least  $100  million," 
says  Stephen  Matt,  an  Arthur  Andersen 
&  Co.  sports-franchise  appraiser. 

That's  quite  a  sum,  considering  that 
the  Seattle  Mariners  recently  changed 
hands  for  $76  million.  Why  so  pricey? 
For  starters,  the  Jays  in  June  moved 
into  the  53,000-seat  Toronto  Skydome,  a 
futuristic  stadium  with  a  70-ton  retract- 
able roof.  That  means  the  Jays  play  rain 
or  shine.  Consider,  too,  that  the  Jays 


TOP  TICKET-SELLING  SEASONS  IN  THE  AMERICAN  LEAGUE 
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drew  well  when  they  were  losing 
converted  football  stadium.  And 
year,  a  winning  Jays  team  could  con 
ably  draw  close  to  4  million  fans,  w0 
would  shatter  the  Major  League  a|p 
dance  record  of  3.6  million,  set  in 
by  the  Los  Angeles  Dodgers. 

But  salary  inflation  could  quickly 
the  team's  wings.  A  new  labor  con1 
next  year  likely  will  ratchet  up 
checks.  And  the  Jays  have  several 
players  up  for  contract  renewal  in 
notably  slugger  George  Bell,  whc 
ready  pulls  in  $2  million  a  year,  and 
pitcher  Dave  Stieb.  The  Jays  also  ha 
problem  unknown  to  U.  S.  teams: 
ries  are  paid  in  U.  S.  dollars,  while  i 
nues  from  the  gate  and  concessions 
in  Canadian  currency.  A  1$  drop  in 
weaker  Canadian  dollar  adds  $285,0C 
annual  salary  costs. 
CANADA'S  TEAM?  The  Jays  hav 
wealthy  ally  in  Labatt,  their  45%  ow 
The  brewer's  "Thirst  for  First"  TV 
print  campaign  advertises  both  the  1 
and  the  team  throughout  Canada's 
jor  markets.  Labatt's  sales  staff  dis 
utes  team  schedules  and  promoti 
material  in  taverns  from  coast  to  cc 
The  tie-in  also  helps  Labatt.  "The 
provide  us  with  an  exclusive  prop 
from  which  we  can  sell,"  says  John  II 
son,  Labatt's  director  of  media  proj 
ties.  It's  no  coincidence  that  La 
gained  a  point  in  market  share,  to 
over  the  past  half-year.  And  Labi! 
pay-TV  subsidiary.  Sports  Network, 
exclusive  cable  rights  to  the  team. 

Labatt's  national  reach  meshes  y 
Beeston's  drive  to  position  the  Jays— 
the  Montreal  Expos — as  Canada's  t€ 
"We  can  create  more  fans  from  Bri 
Columbia  to  Nova  Scotia,"  boasts  B 
ton,  who  plans  to  step  up  promoti 
efforts  nationv/ide.  He  also  hopes 
draw  more  fans  from  already  str 
markets,  such  as  baseball-hungry  Bu 
lo,  which  lacks  a  major  league  team 

Of  course,  the  best  way  for  the  J 
to  develop  brand  loyalty  is  to  win 
team  fired  manager  Jimy  Williams 
May  after  a  dismal  12-24  start.  His 
placement,  the  laconic  Cito  Gasi 
turned  the  club  around.  By  Septem 
the  Jays  had  wrested  first  place  fi 
the  Orioles.  Mookie  Wilson,  brou 
over  frorii  the  New  York  Mets  in  a  1 
season  trade,  became  an  instant  su; 
star — he  even  made  the  cover  of  A\ 
lean's  magazine. 

The  team  as  a  whole  is  relatiifef 
young,  suggesting  the  Jays  could  |, 
main  a  power  if  they  maintain  their  sM 
of  play,  dubbed  "spaceball"  for  tii 
high-tech  park.  Even  if  the  team  tumbs 
out  of  high  orbit,  it  still  should  spin  "1 
plenty  of  cash  for  years  to  come.  I 
By  Brian  Bremner  in  TorcA 
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KID  STUFF. 


SERIOUS  BUSINESS. 


Your  competition  isn't  playing  games.  That's  why  when  you 
d  to  get  0  picture  of  their  latest  entry  in  the  market  anrj  show 
ist,  there's  no  better  way  to  do  it  than  to  xap  it.  With  the 
on  Xap  Shot  camera. 

Canon  Xap  Shot  is  instant  video  photogrophy 
ioon  OS  you  take  a  xapshot,  you  can  show  it  on  TV. 
wait  for  developing.  And  no  him— Xap  Shot  uses 
floppy  disks  to  record  50  xapshofs.  That  means  you 
store  over  5000  images  in  a  space  smaller  than  o 
e  box.  And  Xap  Shot's  fli-Band  technology  means  every 
one  of  these  images  will  be  of 
'  optimum  quality. 

O  - 


U  S  A  Inc.,  One  Conon  Plozo,  Lake  Success,  NY  11042 
9  Canon  U  S  A.  Inc  IV  inioge  is  simulaled 


fnicry  eosy  exiendecJ  payments  with  the  Canon  Credit  Caid. 
Asl  lot  details  at  patticipating  Canon  dealers  and  letoilers. 
Avoiloble  only  in  U  S 


Xap  Shot  is  perfect  for  presentations.  For  sales  demonstrations. 
And  OS  a  source  for  desktop  publishing  and  computer  gmphics. 
In  fact,  there  are  as  many  ways  to  use  Xap  Shot  as 
there  ore  kinds  of  businesses. 

Xap  Shot  is  easy  to  use;  it's  the  only  camera 
of  its  kind  that  doesn't  need  a  playback  adapter. 
Vith  program  auto  exposure,  auto  flash, 
auto  white  balance  and  a  self-hmer,  Xap  Shot  is 
completely  automatic.  Best  of  all,  if  you  don't  like  a  shot, 
you  can  erase  ond  record  over  it.  No  waste. 

Canon  Xop  Shot.  Business  never  looked  better, 
221-3333,  ext.  706  for  your  nearest  Xap  Shot  dealer. 

Canon 

Photography  for  the  video  generation. 
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LABOR  MAY  ADD 

TO  BOEING'S  BACKLOG 


►  A  long  strike  could  make 
for  serious  problems  at 
Boeing.  Eager  to  cash  in  on 
the  company's  current  pros- 
perity, the  International  Asso- 
ciation of  Machinists  walked 
off  the  job  on  Oct.  4 — ^just  as 
the  company  was  getting  pro- 
duction of  its  747  jets  back  on 
schedule.  The  union,  repre- 
senting 57,000  Boeing  work- 
ers, rejected  the  Seattle  plane- 
maker's  package  of  pay  raises 
and  bonuses.  It's  angling  in- 
stead for  bigger  wage  in- 
creases. 

Boeing,  which  delivered  284 
planes  to  customers  in  the 
first  nine  months  of  1989,  had 
been  expected  to  deliver  near- 
ly 100  more  in  the  fourth 
quarter.  If  the  strike  leads  to 
late  deliveries,  the  company 
won't  be  liable  for  penalties. 
But  in  a  long  walkout,  Boe- 
ing's record  $80  billion  back- 
log could  grow  to  frightening 
proportions. 


THESE  HOGS 
AREN'T  FOR  SALE 


►  Will  a  raider  ride  off  with 
Harley-Davidson?  On  Oct.  2, 
First  Allied,  an  investment 
company  led  by  Malcolm  Glaz- 
er,  disclosed  it  owned  (i.2A7<  of 
Harley  and  may  seek  control. 
But  Harley  slid  to  40%  on 
Oct.  4  from  a  a  52-week  high 
of  42%  the  day  before. 

That's  because  the  market 
doubts  a  raid  would  succeed. 
Harley's  management  has  a 
poison  [jill  in  place  and  con- 
trols 10%  of  the  outfit.  Also, 
Harley  cm  Richard  Teerlink 
says  the  Milwaukee  bike- 
maker  definitely  isn't  on  the 
sales  block. 


McCAW  DIALS  UP 
THE  HEAT  ON  UN 


►  Craig  McCaw  won'i  drop 
his  hostile  bid  for  LIK  Broad- 
casting— he's  turning  up  the 
heat.  On  Oct.  3,  McCaw,  who 
runs  the  largest  U.  S.  cellular 


company,  announced  a  friend- 
ly $1.9  billion  deal  to  buy  Me- 
tromedia's half  of  the  New 
York  City  cellular  franchise. 
LIN  owns  the  other  half. 

McCaw  took  the  action  af- 
ter LIN  spurned  his  offer  in 
favor  of  a  friendly  stock  swap 
and  merger  with  BellSouth's 
cellular  company.  McCaw, 
who  is  also  the  cellular  indus- 
try's debt  king — thanks  to  his 
company's  $1.8  billion  moun- 
tain of  lOUs — will  help  finance 
the  deal  by  selling  his  South- 
eastern operations  to  Contel 
for  $1.3  billion.  LIN  may  be 
forced  to  exercise  its  right  of 
first  refusal  on  the  Metrome- 
dia property — even  before 
shareholders  have  approved 
the  BellSouth  deal.  And  ana- 
lysts say  BellSouth  just  might 
balk  at  that  expense. 


THE  HIGH  PRICE 

OF  AN  APPLE  IN  JAPAN 


►  U.  S.  trade  negotiators  of- 
ten complain  that  artificially 
high  prices  in  Japan  hinder 
imports.  Now,  America's  own 
Apple  Computer  is  being  ac- 
cused by  Japan's  Fair  Trade 
Commission  of  improperly 
trying  to  prop  up  prices  for 
Macintosh  computers. 

In  early  October,  FTC  inves- 
tigators raided  offices  of  Ap- 
ple Computer  Japan  and 
Canon  Sales,  a  leading  autho- 
rized distributor  of  the  com- 
puters. The  FTC  suspects  the 
two  companies  of  acting 
against  independent  distribu- 
tors selling  "gray-market" 


A  TENDER  OFFER,  MAYBE  A  QUICK  MERGER 


The  popular  notion  of  yuppies 
who  prefer  the  art  of  the  deal  to 
the  art  of  love  is  a  misconcep- 
tion, says  Jennifer  Knopf,  a  sex 
researcher  at  Northwestern  Me- 
morial Hospital  in  Chicago.  If 
anything,  she  says,  a  deep  com- 
mitment to  one's  job  is  good  for 
your  sex  life. 

Knopf  is  studying  dual-career 
couples,  and  her  preliminary 
findings  do  nothing  to  perpetu- 
ate the  myth  of  driven  professionals  leaving  their  passiol 
the  office.  For  one  thing,  among  the  80  working  couples  inj 
study,  the  MBAs  profess  the  greatest  happiness  with  their 
lives.  The  PhDs  and  physicians  are  the  least  satisfied.  And  i 
6%  of  those  fast-trackers  who  find  that  their  lives  are  laci 
in  romance  blame  their  problems  on  job-related  stress.  Ot| 
fall  victim  to  the  pressures  of  performance  anxiety.  Bi 
what  may  be  a  grim  harbinger  of  future  divorce  statistics,! 
majority  find  fault  with,  yes,  their  spouses. 


Apple  machines  for  close  to 
half  the  authorized  price. 
Canon  and  Apple  allegedly 
pressured  Japanese  computer 
magazines  not  to  accept  ads 
from  the  discounters  and 
asked  repair  shops  not  to  fix 
the  gray-market  computers. 
Both  companies  deny  knowl- 
edge of  any  such  practices. 


A  FIRST:  PINK  SLIPS 
AT  CRAY  RESEARCH 


►  For  the  first  time  in  its  his- 
tory, supercomputer  maker 
Cray  Research  is  laying  off 
workers.  About  IS'a  of  its 
manufacturing  force — 400  em- 
ployees— will  lose  their  jobs. 
The  company's  latest  product, 


CAPITAL 
GAINS? 


ITHINK 
SHE'S 


the  Y-MP,  requires  less 
ual  labor  to  assemble.  Am 
sales  have  been  slower 
Cray  expected. 


THE  BAFFLING  CASE 
OF  HAROLD  SIMMON! 


►  You  would  think  Dallas  m 
porate  raider  Harold  SimmJ 
already  had  his  hands  full 
ing  to  buy  chemical  ma 
Georgia  Gulf  for  $1.2  bill 
But  on  Sept.  29,  he  raised 
stake  in  defense  contra( 
Lockheed  to  10.43^  of 
common  shares  outstand 
which  makes  Simmons  an 
sider.  Despite  his  $300  mil 
investment,  Simmons  says 
has  no  plans  to  ask  for  be 
representation. 

So  what  does  he  want?  S 
mons  insists  he's  in  Lockh 
with  a  long-term  view,  the 
he  may  sell  high  when  pc 
ble.  Stock  analysts  don't 
derstand  his  attraction:  L( 
heed  is  highly  leveraged, 
employees  own  17%  of 
stock.  Even  Simmons 
"there's  nothing  really 
standing  about  this  coir 
ny."  He  believes  the  st( 
which  closed  at  49^4  on  ( 
4,  should  trade  closer  to 
Still,  Simmons  may  invest  i 
billion  more  in  Lockheed.  S 
the  inscrutable  billiona: 
"We'll  see." 
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To  the  average  com| 


Now,  MSA  allows  computer  systems  to  be  something  they  never  really  were 

before:  the  right  tool  for  every  task. 

While  many  computer  systems  are  adept  at  solving  large,  complex  problems,  they're  often  ill-suited  for 
solving  those  of  a  more  modest  nature.  The  result  is  wasted  effort  and  lost  productivity.  Not  the  ideal  state  of 
affairs  for  a  company  wishing  to  survive  the  rigors  of  a  tough  marketplace. 

Clearly,  the  more  closely  a  solution  fits  a  problem,  the  better.  With  that  simple  truth  in  mind,  MSA  has 
developed  a  complete  software  offering  that  heightens  the  efficiency  of  your  information  systems.  It's  based 
on  two  remarkable  new  lines  of  software:  BrightView'"  and  SmortView. 


BrightView.  Using  resources  that  are  not  only  more  efficient, 
but  100  times  less  expensive. 

Every  time  the  host  computer  is  called  upon  to  perform  a  task,  it  costs  your  company 
money.  Lots  of  it. 

Instead  of  taking  this  rather  pricey  route,  MSA's  BrightView  allows  for  the  use  of  a 
vastly  underused  resource— the  PC.  Now,  through  the  power  of  cooperative  processing, 
BrightView  allows  the  application  user  to  handle  tasks  in  the  PC's  much  more  cost-effective 
end  friendly  environment. 

Because  BrightView  complies  with  the  CUA  component  of  IBM's  new  SAA  standards  for  the  industry, 
all  applications  hove  a  similar  look  and  feel.  So  keyboard  functions  as  well  as  onscreen  color  use  and  pop  up 
windows  remain  consistent.  And  that  effectively  allows  the  user  to  be  more  productive  with  an  application 
without  lengtl  iy  and  costly  training  sessions. 

The  high  degree  of  familiarity  that  BrightView  provides  also  mokes  it  much  easier  for  the  user  to  switch 
from  one  application  to  another. 


lathis  is  an  efficient  way  to  solve  a  problem. 


SmartView.  The  smaller  the  information  load,  the  bigger 
_  you're  able  to  think. 

When  senior  management  needs  answers,  it  wants  them  to  be  simple, 
direct  and  fast.  And  that  doesn't  mean  wading  through  piles  of  paper 
containing  tons  of  data.  Instead,  SmartView  presents 
information  on  a  touch  screen  which  utilizes  simple 
icons  to  represent  areas  of  prime  concern. 

With  this  tool,  the  top-level  executive  con  not 
only  identify  problem  areas,  but  "drill  down"  through 
he  data  base  to  gather  more  detailed  information  if  needed.  And  all  with  no  more 
echnical  ability  than  that  required  to  touch  a  finger  to  a  PC  screen. 


From  now  on  people  will  see  computers  a  little  differently: 
namely  as  labor  saving  devices. 

MSA,  with  a  history  of  over  a  quarter  of  a  century  of  software  development,  has  succeeded  in  truly 
addressing  the  needs  of  everyone  in  your  organization  who  comes  in  contact  with  a  computer.  Everyone  from 
application  users  to  executives.  And,  for  over  a  quarter  of  a  century,  we've  helped  moke  these  people  more 
Droductive  than  ever  before. 

This  task  has  been  accomplished  not  just  because  MSA  offers  state-of-the-art  technology,  but  because 
-ve  also  offer  you  a  long-term  relationship  with  the  people  who  created  your  software  in  the  first  place.  The 
people  best  qualified  to  refine,  service  and  update  your  system. 

It's  that  kind  of  thinking  that  assures  your  software  will  remain  a  viable  problem  solver 
ar  into  the  future.  While  other  less  adaptable  systems  merely  become  problems.  I 

The  Sof/wore  Company 
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lY  BUSH'S  TRICKLE-UP  THEORY 
SAILING  THROUGH  CONGRESS 


me  redistribution,  in  its  classic  form,  meant  politicians 
ing  from  the  middle  class  and  giving  to  the  poor.  For 
rs,  Democrats  practiced  it  with  abandon,  until  voters 
them  out  of  the  White  House.  Today,  redistribution  is 
lion  again.  The  engine  of  income  transfer,  as  usual,  is 
c  code.  And  the  largesse  is  going  to  the  upper-middle 
,nd  the  rich. 

ident  Reagan  started  moving  in  this  direction  with  his 
ling-for-everybody  1981  tax  cut.  Since  then,  the  budget 

has  constrained  the  government's  generous  impulses, 
ith  concern  aboist  the  deficit  fad- 

the  economy  rolls  into  its  eighth 
[  expansion,  the  money  machine  is 
g  up  again. 

Y.  With  President  Bush's  support, 
jss  is  well  on  the  way  toward  ap- 
g  $10  billion  a  year  in  expanded 
enefits  geared  toward  families 
g  more  than  $50,000—60%  more 
le  median  family  income.  The  two 
t  items:  reduced  taxes  on  capital 
and  expanded  deductions  for  indi- 
retirement  accounts, 
he  same  time.  Congress  is  gutting 


MAJORITY  LEADER  GEPHARDT 


.tastrophic  health  insurance  program,  which  provides 
enefits  to  seniors.  The  plan,  passed  only  last  year,  set 
outcry  among  the  high-income  elderly,  who  pay  the  bulk 
cost.  On  Oct.  4,  the  house  voted  to  repeal  the  program, 
no  friend  of  the  1986  tax-reform  act,  isn't  shy  about 
ng  with  the  tax  code  to  accomplish  social  or  politi- 
Is. 

Joint  Committee  on  Taxation  says  the  capital-gains  pro- 
)assed  by  the  House  on  Sept.  28  would  cost  $35  billion  in 
venues  over  the  next  10  years.  There  was  little  public 
fig  over  this  revenue  hemorrhage.  The  cost  is  in  the 
,  and  no  group  of  taxpayers  feels  that  they  will  have  to 
>r  it.  "In  the  long  run,  the  primary  payers  will  be  the 
class,"  says  Robert  Greenstein,  of  the  Center  on  Bud- 


get &  Policy  Priorities.  "There  will  be  tax  increases,  and 
government  services  will  be  squeezed." 

The  new-found  respectability  of  what  used  to  be  derided  as 
"trickle-down"  economics  has  helped  the  Republicans'  strate- 
gy. Years  of  prosperity  have  convinced  the  public  that  trickle- 
down  works,  which  helps  explain  why  Democratic  efforts  to 
exploit  class  tensions  have  flopped. 

At  bottom,  Americans  don't  resent  the  rich.  They  dream  of 
getting  rich  themselves.  Says  William  Schneider  of  the  Ameri- 
can Enterprise  Institute:  "Middle-class  voters  do  not  see  any 
conflict  of  interest  with  the  wealthy." 

There's  another  reason  the  Great  In- 
come Transfer  is  coming  off  without  a 
hitch.  As  Majority  Leader  Richard  A. 
Gephardt  (D-Mo.),  who  led  the  fight 
against  the  capital-gains  cut  in  the 
House,  puts  it:  "People  who  are  better 
off  do  a  better  job  expressing  their 
views  to  Congress."  Especially  if  they 
are  campaign  contributors. 
REMOTE  RISK.  Democrats  are  responding 
to  the  (JoP's  new  thrust  in  typical  fash- 
ion— by  splitting  into  camps.  The  House 
leadership  is  still  railing  against  the  def- 


icit, urging  a  regimen  of  "fiscal  responsibility"  and  tax  hikes. 
But  other  Democrats,  including  Senate  Finance  Committee 
Chairman  Lloyd  Bentsen  (D-Tex.),  have  challenged  Bush  by 
wooing  better-off  voters  with  expanded  iRAs.  In  the  House,  64 
Democrats  opted  for  Bush's  tax  cut. 

Next  year  could  see  even  more  generosity  toward  the  well- 
off.  An  election-year  Congress  will  be  dreaming  up  new  tax 
breaks.  With  Bush's  encouragement,  the  focus  will  be  on  long- 
term  investment.  And  it's  the  rich  who  invest. 

There's  always  a  risk  that  the  bulk  of  the  voters  who  are 
not  sharing  in  the  new  benefits  will  rise  up  in  protest.  But 
today,  that  danger  looks  remote,  so  the  Republicans  and  their 
Democratic  friends  will  continue  business  as  usual. 

By  Hoicard  Gleckmnn  and  Douglas  A.  Harbrechi 


AL  WRAPUPI 


cs 


ouse  Democratic  leaders,  beset  by 
tax  and  budget  woes,  are  also 
y  split  over  how  to  handle  pro- 
1  new  ethics  legislation.  Despite  a 
1  of  "must"  legislation  awaiting 
letion,  Speaker  Thomas  S.  Foley 
'ash.)  is  determined  to  push 
igh  the  House  a  package  recom- 
led  by  a  task  force  this  fall.  Major- 
deader  Richard  A.  Gephardt  CD- 
argues  that  ethics — either  of 
bers  of  Congress  or  Executive 
ch  officials — aren't  much  of  an  is- 
vith  the  public.  And  he  fears  an- 
■  blowup  over  the  congressional 
raise  included  in  the  ethics  pack- 


age. Gephardt  wants  to  put  the  divisive 
issue  off  and  to  concentrate  on  policy 
fights  with  the  Bush  Administration. 
But  odds  are  the  Speaker  will  prevail. 

POLAND  

Representative  Jim  Leach  (R-Iowa) 
thinks  he  has  a  solution  to  some  of 
Poland's  economic  woes — credit 
unions.  The  Poles  "exist  on  a  barter 
system — three  pigs  for  plumbing  your 
house,"  a  Leach  aide  says.  "This  is  a 
perfect  platform  for  credit  unions." 
Leach,  a  member  of  the  House  Bank- 
ing Committee,  wants  $8  million  of  the 
funding  in  a  Polish  aid  bill  now  being 
written  to  be  earmarked  to  help  estab- 
hsh  a  credit  union  system  in  Poland. 


PENSIONS 


Congressional  efforts  to  reverse  a 
Supreme  Court  age  discrimination 
ruling  face  tough  going.  The  court's 
June  ruling  made  it  easier  for  employ- 
ers to  give  younger  workers  better  re- 
tirement and  health  benefits  than  their 
older  colleagues.  Under  pressure  from 
groups  representing  the  aging,  a  bipar- 
tisan group  of  lawmakers  wants  to  re- 
store earlier  regulations  under  the  Age 
Discrimination  in  Employment  Act. 
But  business  is  fighting  the  measure 
because  it  fears  it  might  have  to  abol- 
ish widely  used  severance  and  early- 
retirement  plans.  And  labor  also  wor- 
ries that  the  bill  could  hurt  workers. 


iTON  OUTLOOK 
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nternational  Business 


FRANCE'S 

BEACHHEAD  IN  AMERICA 


Now  the  French  are  making  a  beeline  for  U.S.  companies 


State-owned  computer  maker 
Groupe  Bull  may  be  losing  money 
this  year,  but  Chairman  Francis 
Lorentz  thinks  he  has  found  a  way  to 
stop  the  red  ink.  He  just  agreed  to  pay 
$635  million  for  the  computer  business 
of  Zenith  Electronics  Corp.  (page  35). 
Says  a  delighted  Lorentz:  "We  need  a 
significant  presence  in  the  U.  S.  to  stay 
competitive." 

Many  French  executives  are  thinking 
like  Lorentz  these  days.  For  the  first 
time,  France  is  becoming  a  key  player  in 
the  foreign  rush  to  buy  into  America. 
Lured  by  fat  profits,  a  strong  franc,  and 
deregulated  currency  markets,  execu- 
tives are  clamoring  to  expand  their  com- 
panies to  world-class  size  by  investing 
abroad.  France  may  well  pass  West  Ger- 
many this  year  in  total  U.  S.  industrial 
investment,  making  it  third  in  Europe 
after  Britain  and  the  Netherlands. 

The  new  transatlantic  reach  is  a  strik- 
ing shift  for  a  country  that  has  tradition- 
ally emphasized  a  France-first  mentality 
to  promote  employment  and  French 
prestige.  But  tough  new  European  com- 
petitors have  pushed  inefficient  French 
companies  into  a  vast  industrial  restruc- 
turing. "Our  past  policies  were  wrong," 


says  an  Industry  Ministry  official.  "We 
live  in  a  global  economy,  and  companies 
that  aren't  in  the  top  five  of  their  indus- 
try just  don't  count  anymore." 
MEGADEALS.  Indeed,  French  acquisitions 
in  the  U.  S.  have  grown  steadily,  dou- 
bling since  1985  to  $2.8  billion  last  year. 
Now,  the  pace  is  quickening:  Deals 
worth  $2.6  billion  have  been  announced 
in  just  the  past  few  weeks.  These  in- 
clude Groupe  Michelin's  purchase  of  Un- 
iroyal  Goodrich  Tire  Co.  and  the  take- 
over by  Rhone-Poulenc,  the  state-owned 
chemical  giant,  of  units  of  GAF  Corp.  and 
RTZ  Corp.  In  addition,  French  insurer 
Axa  hopes  to  buy  California's  Farmers 
Group  Inc.  for  a  hefty  $4.5  billion. 

But  profits  in  America  may  prove  elu- 
sive for  overeager  French  buyers,  warn 
some  analysts.  Many  remember  Re- 
nault's lackluster  investment  in  Ameri- 
can Motors  Corp.,  sold  in  1987,  as  well  as 
its  current  45%  stake  in  troubled  Mack 
Trucks  Inc.  Some  observers  think  Bull 
could  be  in  for  a  similar  surprise:  The 
U.  S.  small-computer  market  is  soft,  and 
competition  is  fierce.  And  Pechiney's 
grab  of  U.  S.  container  maker  Triangle 
Industries  left  Pechiney  laden  with  junk- 
bond  debt.  It  also  touched  off  an  insider- 


'Ail 

apaif 
tn'fliti; 
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u'aumg  unbroglio  that  reached  top 
ernment  officials  and  friends  of  Fr 
President  Francois  Mitterrand. 

Nonetheless,  the  new  wave  of 
making  is  whetting  French  appetite 
a  recent  government-funded  survey 
nation's  300  largest  companies  say 
two-thirds  of  their  future  investml 
will  be  outside  France.  That  means  i;;el. 
rope,  too:  French  executives  are  tr  mim 
to  build  clout  to  get  ready  for  the  km 
fied  market  after  1992.  This  y  miii 
France  is  likely  to  make  more  in)  j-  jri 
ments  in  fellow  European  Commu  ) 
countries  than  any  other  EC  membei  jirjest 
French  ambitions  are  grandest  v,  Hsnme 
it  comes  to  the  U.  S.  The  ease  of  mal  tni} 
acquisitions  there  has  an  allure  i;c 
French  companies  that  want  to  catcl  sty-^ 
to  German  or  Japanese  rivals.  Bull's j, 
quisition  of  Zenith's  computer  unit-  ;  if 
top  of  its  1987  purchase  of  Honeyjl 
Inc. — certainly  builds  clout.  The  buy  p  ,  j 
pels  Bull  from  11th  to  7th  place  am|j  ; 
the  world's  computer  makers,  with  s^  ;^ 
of  $7  billion.  I  -jj'j 

BUYING  EXPERTISE.  Beyond  size,  Fre||i 
companies  think  American  acquisitiji 
will  help  them  gain  knowhow.  j 
GAF/ RTZ  businesses  bought  by  Rhc^  '.^j 
Poulenc  last  month  excel  in  marketL 
and  product  development,  says  R-P  ChR 
man  Jean-Rene  Fourtou.  "I  wantB,-j 
profit  from  this  culture,"  he  safi;  j. 
Rhone-Poulenc  was  a  stodgy,  low-pr<|t  j, 
chemical  producer  until  Fourtou  bef 
an  American  acquisition  binge  in  ISj 
U.  S.  sales  have  grown  from  3%  to  2| 
of  R-p's  volume.  Now,  Fourtou  wa 
more  U.  S.  deals — in  pharmaceuticals|i„ 
Today's  strong  profits  are  helping* 
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•  the  shopping  spree,  but  what 
'  5  in  an  economic  downturn?  Com- 
rofits  of  the  nine  top  state-owned 
ies,  for  example,  tripled  since 
I  $5  billion  last  year.  But  French 
ies  are  highly  leveraged,  and 
•e  borrowing  more  to  buy  in  the 
irvicing  debts  could  pinch  badly. 
Ji'rench  could  also  face  bad  press 
U.  S.  for  buying  up  American 


Iegadeals  they're  not.  But  as 
Japanese  companies  snap  up 
big  chunks  of  Corporate  Ameri- 
lew  of  U.  S.  companies  is  quietly 
J  Japan's  back  door.  Their  key: 
sing. 

my  day,  3,000  Japanese  do  their 
presses  at  seven  Nautilus  Clubs 
Tokyo.  Elsewhere,  100  aerobic  in- 
rs  offer  lessons  based  on  Jazzer- 
.'s  system  from  California.  Anoth- 

0  Japanese  chomp  into  Domino's 
served  by  54  licensees.  Jazz  lovers 

1  round  before  the  evening  set  at 
3  version  of  the  Blue  Note,  New 
famed  nightclub, 
hese  U.  S.  companies 
omething  unique  to 
lapanese  consumers, 
ranchising  arrange- 
are  a  relatively  easy 
3  enter  the  world's 
■largest  retail  mar- 
it  some  of  the  Ameri- 
ok  at  the  fast  profits 
liss  out  on  longer- 
Dpportunities.  Both 
us  and  7-Eleven 
,  for  example,  are 
successes  in  Japan, 
ither  of  the  local  op- 
s  is  even  partially 
by  their  U.  S.  origi- 

"It's  a  bit  short- 
l,"  says  Mitsuo  Fuse, 
il  manager  of  the 
;ing  firm  LCA  Japan, 
matches  up  U.  S.  and  Japanese 
rs.  "Japanese  investors  usually 
a  joint  venture,  but  the  U.  S.  side 
mts  to  sell  the  license." 

concern,  however,  isn't  putting 
nt  in  the  rush  to  franchise.  In  just 
i^ears,  franchise  agreements  have 
3  by  50%,  to  about  100.  A  regional 
mrket  operator  paid  Stained  Glass 
ly  in  Newport  Beach,  Calif., 
10  for  the  right  to  make  and  mar- 
decorative  glass  in  Japan.  Domi- 


companies  while  making  it  tough  on 
Americans  trying  to  set  up  shop  in 
France.  The  French,  sticklers  at  scruti- 
nizing non-EC  acquisitions,  are  often 
downright  protectionist.  As  France's 
U.  S.  thrust  grows,  "I  think  the  reciproc- 
ity debate  is  going  to  heat  up,"  says 
Martin  Waldenstrom,  president  of  Booz 
Allen  Acquisition  Services  in  Paris. 
Yet  such  concerns  aren't  dampening 


no's  Pizza  Inc.  sold  a  license  for  Domi- 
no's concept  of  a  chain  of  delivery  stores 
to  K.  K.  Y.  Higa  Corp.  Higa  continues  to 
pay  Domino  a  small  portion  of  sales, 
which  were  $43  million  in  1988,  in  royal- 
ties each  year.  Nautilus  USA  exported 
equipment  worth  $14  million  to  Japanese 
clubs  last  year,  although  it  received  no 
royalties  from  Japanese  licensees. 
FEAR  OF  FAT.  Fortunate  Life  Centers  Inc. 
in  Charlottesville,  Va.,  envisions  its  diet- 
related  franchises  cashing  in  on  lifestyle 
changes  among  Japanese  prompted  by 
earlier  American  franchises.  The  compa- 
ny hopes  to  be  selling  concentrated  diet 


food  next  March  in  76  Japanese  outlets 
and  later  opening  weight-loss  centers  on 
the  assumption  that  after  all  that  fast 
food,  dieting  will  be  in  order. 

Japanese  companies  have  long 
scoured  the  U.  S.  for  trends  to  bring 
home.  One  of  the  biggest  finds  ever  was 
Southland  Corp.'s  7-Eleven  chain  of  con- 
venience stores.  Starting  in  1973,  the 
Japanese  licensee  has  created  a  3,800- 
store  giant  with  sales  of  $4.9  billion. 

Some  estimate  that  about  3,000  inves- 


France's  new  determination  to  stake  out 
a  place  in  American  business.  France 
needs  a  world  strategy,  "and  that's  not 
possible  if  you're  not  strong  in  the 
U.  S.,"  says  Pechiney  President  Jean- 
Martin  Folz.  French  dealmakers  may  be 
toasting  more  American  conquests  in 
the  months  ahead. 

By  Stewart  Toy  with  Thane  Peterson  in 
Pa  ris 


tors  seek  U.  S.  franchises.  Ever-richer 
Japanese  consumers  have  retailers  espe- 
cially hot  for  U.  S.  ideas  in  marketing 
upscale  fashion.  The  department  store 
Seibu  now  has  a  license  to  open  Ralph 
Lauren  stores  in  Japan.  Last  year.  Tiffa- 
ny &  Co.  earned  $26.5  million  from  its 
related  outlets  in  Japan,  and  Isetan  Co. 
is  opening  a  branch  of  Barneys  New 
York  in  Tokyo.  "This  is  a  new  stage  in 
franchising,"  says  Setsu  Yamazaki,  an 
analyst  at  Merrill  Lynch  Japan  Inc. 

Despite  such  apparent  pent-up  de- 
mand, most  U.  S.  companies  still  pale  at 
the  thought  of  taking  a  run  at  Japan  on 
their  own.  Land  is  expensive,  and  it's 
tough  to  find  the  right  employees.  Shar- 
ing these  concerns.  Toys  'R'  Us  Inc.  on 
Sept.  26  teamed  up  with  McDonald's  Co. 
Japan  Ltd.  to  smooth  the  way  through  a 
different  culture,  says  Toys  'R'  Us  Vice- 
Chairman  Michael  Goldstein.  His  compa- 
ny's goal  is  to  open  up  100  large  stores, 
relying  on  McDonald's  proven  savvy  at 
locating  affordable  land  and  understand- 
ing cultural  nuances. 

Toys  'R'  Us  is  keeping 
807'  of  the  joint  venture  to 
itself  and  avoiding  licens- 
ing, which  some  marketing 
experts  now  strongly  ad- 
vise. "It's  very  hard  to  con- 
trol what  happens  to  your 
product,"  says  James  T. 
Conte,  senior  vice-president 
at  ASI  Market  Research  (Ja- 
pan) Inc. 

SLOW  BEAT.  One  company 
that  blazed  its  own  trail  is 
MTS  Inc.  in  West  Sacramen- 
to, Calif.,  the  owner  of  Tow- 
er Records.  Starting  in  1979 
with  just  10  employees,  it 
has  worked  up  to  nine 
stores  and  a  staff  of  200. 
Sales  jumped  30%  in  1988, 
to  $36  million,  and  the  To- 
kyo store  now  sells  more  per  square  foot 
than  any  of  Tower's  U.  S.  outlets. 

Modest  goals  such  as  opening  just  one 
or  two  stores  each  year  helped  Tower 
make  it  on  its  own.  "We  took  it  slowly," 
says  Manabu  Sano,  sales  manager  in  Ja- 
pan. Despite  the  allure  of  fast  bucks  up 
front,  the  old-fashioned  players  may  tri- 
umph in  the  end. 

By  Ted  Holden  in  Tokyo,  with  Joseph 
Weber  in  Philadelphia  and  Peter  Galuszka 
in  New  York 


10  SAYS  YOU  CAN'T 
EAK  INTO  JAPAN? 


can  franchises  travel  well.  Alas,  the  profits  often  don't  return 
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RAZIL  FINALLY  CATCHES 
UE-MARKET  FEVER 


I  very  night  since  Sept.  15,  on  all  seven  of  Brazil's  televi- 
sion channels,  22  presidential  candidates  have  been  tak- 
ling  turns  making  their  electoral  pitch  to  the  nation's  82 
)n  voters.  Salted  into  the  rhetoric  are  phrases  rarely  heard 
•e  in  Brazilian  politics:  subsidy  cuts,  deficit  reduction, 
.tization,  rate  hikes  for  public  services.  The  current  front- 
er  in  the  polls,  former  Alagoas  state  Governor  Fernando 
r  de  Mello,  is  among  the  candidates  using  such  language 
freely. 

azil's  vast  TV  network  is  the  medium  that  will  decide  the 
ion,  because  Brazil's  literacy  level  is  low.  The 
enic  Collor,  who  founded  the  National  Recon- 
tion  Party,  is  simplifying  the  issues  by  cam- 
ling  against  corruption — a  term  that  rein- 
s  voters'  growing  cynicism  about  govern- 
under  the  ineffectual  Jose  Sarney,  who  is 
ng  the  end  of  a  five-year  term  as  President, 
he  underlying  issue  is  pervasive  government 
rention,  which  breeds  corruption  and  hobbles 
)mic  growth.  Although  Brazilian  business- 
are  Latin  America's  most  enterprising,  they 
to  compete  with  huge  state  companies  and 
ite  in  a  regulatory  maze. 
CONSENSUS.  What  the  new  political  vocabu- 
means  is  that  office  seekers  find  it  popular  to  downplay  a 
V  state  role  and  promote  more  reliance  on  the  market  and 
te  enterprise.  Brazil  is  a  latecomer  to  this  trend,  which 
dy  is  under  way  in  other  Latin  American  countries.  But  a 
!nsus  is  emerging  that  drastic  steps  are  needed  to  halt 
;ion,  currently  35%  a  month,  and  remove  some  of  the 
)mic  distortions  created  by  government  intrusion.  Mario 
s,  a  senator  from  the  center-left  Social  Democracy  Party 
I  presidential  contender,  startled  supporters  by  promising 
pitalist  shock,"  or  a  dose  of  market  economics,  if  elected, 
'^e  have  made  some  progress,"  says  Roberto  Campos,  a 
'rvative  senator  and  former  economic  planning  minister, 
italism  and  privatization  have  ceased  to  be  ugly  words." 
jver  wins  the  presidency,  in  a  first-round  election  on  Nov. 


15  and  a  likely  runoff  on  Dec.  20,  will  have  little  choice  but  to 
assemble  a  coalition  reflecting  the  new  consensus  from  Bra- 
zil's fragmented  parties. 

But  Brazil  won't  break  as  sharply  as  other  major  Latin 
countries  from  state-led  protectionism  to  a  more  open  econo- 
my. The  reason:  Brazilians  haven't  been  jolted  as  brutally  as 
were  Argentines  by  this  year's  hyperinflation  or  Mexicans  by 
their  1982  financial  panic.  Brazil  expects  to  achieve  a  modest 
T'h  to  3'7f  growth  this  year  and  may  match  last  year's  record 
$19  billion  trade  surplus.  But  the  economy  isn't  producing 
enough  to  pay  for  basic  social  needs:  Housing  and 
health  care  are  poor,  and  just  207'  of  high-school- 
age  youngsters  attend  classes. 

In  the  presidential  race,  Collor,  40,  leads  with  a 
35%  rating  in  polls,  down  from  427  in  earlier 
surveys.  Former  Rio  de  Janeiro  Governor  Leonel 
Brizola,  67,  an  effective  campaigner,  ranks  second 
with  a  steady  15%.  He  has  moderated  his  flam- 
boyant populism,  and  some  Sao  Paulo  business- 
men say  they  would  vote  for  the  veteran  Brizola 
over  Collor,  a  less  experienced  northeasterner,  if 
both  make  it  into  the  runoff.  Right  now,  though, 
business  hopes  are  pinned  on  Sao  Paulo  business- 
men Afif  Domingos  and  Paulo  Maluf,  both  run- 
ning as  candidates  of  small  parties,  with  close  to  107  each.  By 
contrast,  the  furthest-left  contender,  former  union  leader  Luis 
Inacio  "Lula"  da  Silva  of  the  Workers'  Party,  has  only  (57. 

For  the  first  time,  the  winner  will  be  assured  a  clear  man- 
date by  the  new  two-stage  election  process.  And  for  a  strong 
President,  the  parties'  weakness  could  be  a  political  asset. 
Legislators  facing  congressional  elections  in  November,  1990, 
are  likely  to  scramble  aboard  the  next  President's  bandwagon 
if  he  launches  a  credible  program  to  overhaul  the  economy. 

Brazilians,  amending  their  boast  that  God  is  Brazilian,  now 
explain:  "He's  been  away  for  a  few  years,  but  He's  coming 
back."  If  the  election  confirms  the  emerging  economic  consen- 
sus, Brazil's  prospects  indeed  may  look  brighter. 

By  Jeffrey  Ryser  in  Sao  Paulo 
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lAMA 


general  Manuel  Antonio  Noriega's 
i  comeback  against  a  coup  attempt 
rebel  officers  strengthens  his  grip 
'anama's  strongman  but  leaves  him 
I  bitter  divisions  in  Panamanian  so- 
{ that  he  won't  be  able  to  heal.  The 
sing  gives  Noriega,  the  head  of  the 
itry's  armed  forces  and  its  de  facto 
r,  the  opportunity  to  weed  out  op- 
3nts  and  promote  loyalists.  But 
itually,  he  will  fall  "by  the  hand  of 
people  of  Panama  or  the  Panamani- 
)efense  Force  because  he's  corrupt- 
Panamanian  sovereignty,"  says 
ert  J.  Kurz  of  Washington's  Brook- 
Institution. 


That  prospect  is  little  help  to  Presi- 
dent Bush  against  conservatives  who 
blame  him  for  missing  an  opportunity 
to  establish  a  new  government  in  Pana- 
ma. Their  demands  for  direct  U.  S.  ac- 
tion to  topple  Noriega  are  putting 
Bush  in  a  difficult  spot.  Overt  U.  S. 
intervention  in  Panamanian  affairs 
could  jeopardize  U.  S.  rights  under  the 
1977  Panama  Canal  Treaties.  But  doing 
nothing  leaves  Bush  looking  weak,  es- 
pecially by  contrast  with  previous 
tough  talk  by  both  the  Bush  and  Rea- 
gan Administrations  against  Noriega, 
who  has  been  indicted  in  Florida  for 
drug  trafficking.  To  sidestep  this  di- 
lemma, moderate  Republicans  and  lib- 
eral Democrats  are  urging  the  Admin- 


istration to  mobilize  international 
pressure  on  Noriega.  Senators  Richard 
G.  Lugar  (R-Ind.)  and  Christopher  J. 
Dodd  (D-Conn.)  both  said  Bush  should 
try  to  enlist  the  Organization  of  Ameri- 
can States  in  a  more  active  role.  Such 
mainstream  support  from  both  parties 
for  Bush's  cautious  approach  helps  off- 
set hardliners'  calls  for  muscle-flexing. 

The  Pentagon  wants  to  stay  above 
the  fray.  Using  the  U.  S.  military 
against  Noriega  would  give  political 
ammunition  to  foes  of  U.  S.  bases  in 
other  countries,  from  South  Korea  to 
Greece,  military  chiefs  fear.  The  most 
sensitive  spot  is  the  Philippines,  where 
the  U.  S.  faces  negotiations  on  renew- 
ing leases  for  air  and  naval  bases. 
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ACQUISITIONS! 


INVASION  OF  THE 
STUDIO  SNATCHERS 


With  show  biz  so  hot,  no  wonder  foreigners  are  going  Hollywood 


ollywood  has  always  been  a  big 
town — big  screens,  big  egos, 
and  most  of  all,  big  deals.  But 
these  days,  the  pace  of  dealmaking  is 
getting  as  frantic  as  a  car  chase.  For- 
eign buyers,  careening  wildly  and  offer- 
ing staggering  sums,  bang  into  each 
other  in  hot  pursuit  of  a  chance  to  get 
into  show  business. 

Recent  racers  include  Australian  me- 
dia baron  Christopher  C.  Skase  of  Qin- 
tex  Entertainment  Inc.,  who  on  Sept.  14 
outbid  Rupert  Murdoch  of  News  Corp. 
and  bought  mgm/UA  Communications 
Co.  for  $1.5  billion.  Ten  days  later,  Sony 
Corp.  offered  $3.4  billion  for  Columbia 
Pictures — the  most  a  Japanese  compa- 


ENTERTAINMENrS  POWER  PLAYERS 

SONY  Consumer  electronics  and  entertainment  revenues: 
$1 7.9  billion  *  The  Japanese  audio  and  video  hardware 
manufacturer  has  gobbled  up  Columbia  Pictures  and  CBS 
Records.  It  may  use  them  to  promote  new  technologies 
such  as  HDTV  and  digital  tape 

TIME  WARNER  Entertainment  and  publishing  revenues: 
$10.9  billion  America's  biggest  show-biz  company  says 
the  huge  debts  from  its  recent  merger  won't  keep  it  from 
building  its  movie,  TV,  cable,  music,  magazine,  and  book 
businesses  overseas 

BERTELSMANN  Entertainment  and  publishing  revenues: 
$6.8  billion  The  privately  owned  power  in  European  TV 
production,  recorded  music,  and  publishing  wants  to 
build  its  U..S.  operations,  which  already  include  RCA  Rec- 
ords and  Doubleday  books 

NEWS  CORP.  Publishing  and  entertainment  revenues: 
$6.:i  billion  Rupert  Murdoch  isn't  frightened  by  red  ink. 
He's  still  building  his  international  empire  in  newspapers, 
mag;izines,  books,  movies,  and  TV  and  has  high  hopes 
for  his  British  satellite  service,  Sky  Television 

GENERAL  aeCTRiC  Network  and  cable  revenues:  $3. 7 bil- 
lion The  wealthy  conglomerate  wants  to  produce  more 
shows  for  NBC,  the  top-rated  TV  network.  Also  selling 
programs  to  cable,  in  syndication,  and  overseas 

DISNEY  Entertainment  revenues:  $3.4  billion  It's  scour- 
ing the  globe  for  opportunities  to  sell  its  gentle  entertain- 
ment fare  in  theme  parks,  theaters,  and  on  television.  Ex- 
panding theme  parks.  May  consider  major  acquisidon 

*lncludes  $1 .6  billion  of  Columbia  Pictures  soles 

DATA:  COMPANY  REPORTS,  BW  ESTIAAATES 


ny  has  ponied  up  for  any  U.  S.  property. 

The  message  is  clear:  It's  shakeout 
time  in  show  business.  When  the  cur- 
rent wave  of  deals  subsides,  much  of 
Hollywood  will  be  run  by  a  group  of 
new  moguls — including  many  foreign- 
ers— who  want  to  produce  films,  TV 
shows,  and  music  for  powerful,  vertical- 
ly integrated,  international  empires. 

If  there  is  any  doubt  that  Hollywood 
is  a  seller's  market,  just  look  at  Kirk 
Kerkorian's  experience  with  mgm/ua. 
The  movie  and  TV  production  operation 
was  in  shambles  last  December  when 
the  company's  major  owner  hired  Mer- 
rill Lynch  &  Co.  to  find  a  buyer,  mgm/ 
U.\  didn't  have  much  to  offer.  The  com- 
pany had  lost  $136.8  mil- 
lion in  the  previous  two 
years.  It  was  laden  with 
junk  bonds.  And  most  of 
its  creative  people  had 
left  for  more  promising 
opportunities.  Yet  the  in- 
vestment bankers  had  no 
trouble  finding  potential 
buyers.  Merrill  Lynch 
presented  the  72-year-old 
billionaire  with  a  list  that 
had  no  fewer  than  82  in- 
terested parties,  includ- 
ing 24  American  compa- 
nies. "I  guess  they 
recognized  value,"  dead- 
pans MGM/UA  board 
member  Fred  Benninger. 

Lots  of  other  compa- 
nies are  also  thinking 
about  selling.  Orion  Pic- 
tures Corp.'s  major 
shareholder,  John  W. 
Kluge,  has  talked  to  sev- 
eral possible  buyers, 
says  a  company  ex- 
ecutive. Meanwhile,  at 
least  three  companies — 
Viacom  International, 
French  cosmetics  maker 
L'Oreal,  and  French 
cable  company  Canal 
Plus — have  approached 
Carolco  Pictures  Inc. 
about  taking  a  major 
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stake  in  the  maker  of  Rambo  movi() 
Even  onetime  superproducer  Aar. 
Spelling,  whose  Dynasty  was  an  en(: 
mous  hit  on  TV,  wants  to  sell  his  bu 
ness.  On  Sept.  29,  his  company  8; 
nounced  that  it  had  hired  investme 
bankers  Drexel  Burnham  Lambert  Ii; 
and  Merrill  Lynch  to  explore  what  t| 
company  called  "recent  expressions  j 
interest."  Among  those  rumored  to 
looking  at  the  company  are  Japan's 
Itoh  &  Co.  and  Matsushita  Electric  d 
YANKEE  HITS.  There  are  good  stratef 
reasons  to  go  Hollywood.  The  enterta 
ment  business  is  exploding  oversei, 
and  American-miade  movies,  TV  shov. 
and  music  are  popular  with  audienc, 
worldwide.  But  would-be  moguls 
finding  the  price  of  admission  high  a 
opportunities  limited.  Seven  major  si 
dios  control  most  of  America's  mo\ 
and  TV  production.  And  five  compani 
dominate  the  world's  music  business. 
Electronics  companies  such  as  So 
and  Philips  are  eager  to  enter  the  pi 
duction  business.  The  reason?  Th 
would  let  them  control  the  movies, 
shows,  and  music  that  viewers  play  i 
the  companies'  VCRS,  TV  sets,  and  ster 
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iiis.  Moreover,  it  would  be  easier 
ardware  manufacturers  to  sell  new 
)  and  video  equipment — such  as 
-definition  television  or  laser 
— if  they  could  also  offer  soft- 
,  which  might  include  anything 
Lawrence  of  Arabia  to  the  latest 
ael  Jackson  video  (page  56). 
N  HEAVEN.  Other  companies  simply 

to  sell  American  programming  in 
larkets  that  are  opening  up,  partic- 
^  in  Europe.  There's  plenty  of  air- 
to  fill  on  the  privately  run  televi- 
stations  and  on  the  cable  and 
ite  programming  services  that  en- 
eneurs  are  launching  overseas. 
OS  love  the  opportunities  to  make 
ional  sales  from  dusty  copies  of 
Ed  or  color-tinted  versions  of 
lie's  Navy.  U.S.  programs  made 

much  as  40%  of  the  125,000  hours 
ogramming  aired  this  year  on  TV 
'Hs  in  the  12  countries  in  the  Euro- 
Community.  According  to  the  Mo- 
Picture  Association  of  America, 
wood  exported  $4.4  billion  in  mov- 
d  TV  shows  last  year,  a  33%  in- 
e  over  1987. 

•eign  producers  seem  unable  to 


come  up  with  enough  internationall\ 
popular  shows  to  make  a  real  dent. 
Says  Andy  Birchall,  managing  director 
of  British  Satellite  Broadcasting's  Mov- 
ie Channel:  "The  U.  S.  has  the  best  in- 
frastructure, the  most  well-known 
stars,  and  can  afford  to  spend  the  most 
money  to  put  together  a  first-rate  prod- 
uct." Birchall's  BSB  system  has  commit- 
ted $850  million  over  a  five-year  period 
to  acquire  2,500  American  films  and 
such  TV  shows  as  Night  Court  and 
Murphy  Brown. 

Prospective  buyers  of  Hollywood  stu- 
dios are  undeterred  by  the  possibility 
that  the  EC  will  impose  quotas  on  Amer- 
ican programming.  On  Oct.  3,  European 
officials  recommended  that  broadcast- 
ers devote  most  of  their  airtime  to  local- 
ly made  programs.  But  such  a  limit 
would  still  leave  programmers  with 
plenty  of  time  to  air  U.  S.  productions. 

Some  European  entertainment  execu- 
tives are  so  optimistic  that  they've  gone 
after  U.  S.  producers  with  strong  librar- 
ies, even  if  they  haven't  had  many  new 
hits.  Last  year,  TVS  Entertainment  PLC, 
a  British  station  owner,  paid  $320  mil- 
lion for  MTM  Enterprises  Inc.  to  get 


.-lu  ll  I'cfLiiiS  US  iiic  Mary  lyU  r  Mi/mc 
Show  and  Hill  Street  Blues.  Thames 
Television  PLC  wants  to  buy  Reeves 
Communications  Corp.,  which  produces 
Kate  &  Allie  and  other  TV  shows. 

Even  if  the  EC  does  limit  American 
programming,  studios  see  opportunities 
glimmering  in  other  parts  of  the  globe. 
In  the  Peoples'  Republic  of  China,  an 
estimated  200  million  people  tune  in 
each  Sunday  evening  at  6:30  to  see 
Walt  Disney  Co.'s  Mickey  and  Donald, 
a  half-hour  show  featuring  the  well- 
known  mouse  and  duck  partners. 
UNTOUCHABLES.  Interest  in  U.  S.  proper- 
ties and  the  access  foreigners  have  to 
cheap  dollars  have  helped  send  values 
of  studio  libraries  soaring.  Columbia's 
collection  of  2,700  feature  films  and 
2,300  TV  episodes  was  probably  valued 
by  Sony  at  $1.3  billion — or  close  to  17 
times  cash  flow — says  analyst  Lisbeth 
R.  Barron  of  McKinley  Allsopp  Inc. 
Five  years  ago,  such  libraries  sold  for 
no  more  than  nine  times  cash  flow,  put- 
ting the  value  of  Columbia's  at  around 
$600  million,  she  says. 

Sony's  bid  was  one  that  few  compa- 
nies could  match.  In  addition  to  the  all- 
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cash  price,  the  Japanese  electronics  gi- 
ant is  assuming  nearly  $2  billion  in  debt 
and  contractual  obligations.  It  also  of- 
fered $200  million  for  Guber-Peters  En- 
tertainment Co.,  an  independent  film 
company,  to  get  principals  Peter  Guber 
and  Jon  Peters  to  run  Columbia.  "I 
don't  know  of  many  American  compa- 
nies that  could  have  done  the 
deal,"  says  Herbert  A.  Allen,  a 
Columbia  board  member  whose 
Allen  &  Co.  served  as  investment 
advisers  to  Columbia's  parent, 
Coca-Cola  Co. 

Today's  inflated  prices  might 
seem  like  bargains,  though,  if  the 
big  three  television  networks — 
ABC,  CBS,  and  NBC — succeed  in 
overturning  the  19-year-old  feder- 
al regulations  that  effectively 
prevent  them  from  buying  a  mov- 
ie studio.  There's  an  obvious  fit: 
The  networks  are  Hollywood's 
biggest  customers. 

Network  executives  are  pres- 
suring legislators  and  the  Feder- 
al Communications  Commission 
to  eliminate  rules  that  prevent 
them  from  syndicating  their  own 
programs.  That's  where  the  big  money 
is.  In  1983,  the  deregulation-minded  FCC 
asked  network  and  studio  executives  to 
come  up  with  a  compromise.  But  the 
two  camps  are  still  far  apart. 
BIG  DEALS.  The  FCC  might  break  the 
deadlock.  FCC  Commissioner  James  H. 
Quello  says  the  regulatory  agency  is 
ready  to  modify  its  1970  rules  if  the 
networks  and  studios  can't  agree.  It's 
his  view  that  the  growth  of  cable  TV 
and  independent  stations  has  dramati- 
cally altered  the  picture. 

Hollywood  is  still  lobbying  hard  to 
keep  the  rules.  The  producers  fear  that 
without  federal  restrictions,  networks 
will  fill  their  prime  time 
with  programs  they 
themselves  have  pro- 
duced. Another  concern 
is  that  the  networks 
might  insist  that  inde- 
pendent {)roducers  share 
the  revenue.  Jack  J.  Va- 
lenti,  head  of  the  Motion 
Picture  Association  of 
America,  asks:  "Is  it  in 
the  j)ublic  interest  for 
there  to  be  a  concentra- 
tion of  power  in  network 
TV  in  this  country?" 

But  all  it  would  take 
for  a  lightning  turn- 
around would  be  a 
chance  to  hook  up  with 
one  of  the  Big  Three. 
For  months,  Wall  Street 
has  been  buzzing  with 
talk  that  nbc  hopes  to 


merge  with  MCA  Inc.  There's  also  specu- 
lation that  CBS  and  Walt  Disney  would 
want  to  join  forces.  None  of  the  compa- 
nies would  comment. 

As  long  as  the  present  rules  keep 
some  of  America's  biggest  entertain- 
ment companies  on  the  sidelines,  for- 
eign concerns  will  have  an  edge  in  the 


Murdoch  was  the  global  trailblazer — but  Ross  is 
won  ied  how  far  the  trend  might  go 


great  Hollywood  buyout.  But  some 
overseas  companies  are  a  bit  reluctant 
to  capitalize  on  that  advantage.  They 
think  that  an  influx  of  foreign  owners 
in  Hollywood  studios  might  create  a 
consumer  backlash  at  the  box  office. 
Fearing  a  public-relations  problem,  Vic- 
tor Co.  of  Japan  Ltd.,  a  consumer  elec- 
tronics manufacturer,  dropped  its  ef- 
forts to  buy  a  studio,  says  Seiichiro 
Niwa,  senior  managing  director  of  the 
company's  software  operations.  In- 
stead, in  August,  it  invested  $100  mil- 
lion in  a  joint  venture  with  Lawrence 
Gordon,  an  independent  producer  who 
made  the  recent  hit  film  Die  Hard. 


Peking  duck:  Donald  is  a  major  celebrity  in  China,  where  some 
200  million  people  watch  him  and  Mickey  every  Sunday  night 


Some  Japan  experts  say  there's 
reason  for  Americans  to  be  concern^ 
Kenji  Kitatani,  an  Indiana  Univers 
professor  who  advises  such  compan 
as  C.  Itoh  on  their  entertainment  inve 
ments,  says  little  will  change  at  Coin 
bia.  "Sony  isn't  going  to  order  anyc 
to  bring  in  a  Japanese  director  o: 
Japanese  scenery  person  just 
cause  it's  a  Japanese  compan; 
he  says.  "They're  businessmi 
They're  not  stupid." 

A  more  troubling  question 
American  companies  is  whetl 
foreigners  will  dominate  the 
ternational  market  by  the  end 
the  century.  The  exemplar  co 
be  Murdoch,  whose  News  Co| 
bought  Twentieth  Century-Fo: 
1984.  It  sustains  his  ente 
ment  empire,  and  his  movie 
TV  programming  feed  not  oi 
the  two-year-old  Fox  TV  netw^ 
but  also  his  new  Sky  Televisi 
satellite  system  in  Britain. 
ALARMING?  The  Japanese  pi: 
into  Hollywood  has  alarmed  R 
resentative  Edward  J.  Mark 
(D-Mass.),  who  heads  the  Hoi 
telecommunications  subcommittee.  '. 
says  the  Sony  deal  "ought  to  trigf 
a  discussion  of  larger  issues."  '. 
believes  American  companies  are  ( 
narrowly  focused  on  quarterly  profi 
Unless  corporate  managers  plan  i 
long-term  growth,  he  says,  they  i 
bound  to  fall  behind  the  Japane 
who  have  strategies  to  control  woi 
wide  distribution  in  electronics  a 
entertainment. 

Recent  events,  however,  may  pro; 
the  studios  to  take  Markey  more  si 
ously.  Although  many  Hollywood  sj 
dios  have  extensive  foreign-distributij 
systems  and  a  good  share  of  forei 
markets,  their  view 
short-term.  Even  Tii 
Warner,  which  deri 
about  409J  of  its  re 
nues  from  foreign  opei 
tions,  is  not  as  vertica 
integrated  as  eith 
News  Corp.  or  Sony 

American-made  m(l' 
ies,  TV  shows,  and  mu|  i 
still  entertain  the  wort 
so  new  foreign  own([) 
probably  won't  changi 
thing.   And,  come 
think  of  it,  why  sho 
they?   They'll  wind 
with  the  proceeds. 

By  Ronald  Grover 
Los  Angeles,  unth  Da'i 
Liebennan  in  New  Ya 
Mark  Lewyn  in  Washii 
ton,  and  Blanca  Rie 
Paris 
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.he  MCI  Card*  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
phone  in  the  U.S.  to 
almost  any  phone  in  the 
world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  recordings,  or  dial 
differently  from  different 
phones.  And  v^hether 
you  dial  direct  or  use  an 
operator,  you'll  never 
experience  hidden 
charges  with  MCI? 

With  MCI  you'll  get 
unsurpassed  call  quality. 
And  savings  over  AT&T 
Month  after  month. 

Take  the  MCI  Card.  Or 
take  your  chances. 

Let  us  show  you.® 
1-800-888-0800 


The  MCI 

Card. 
Americans 
Business 
Card 
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JAPAN  I 


WHY  SONY  IS 

PLUGGING  INTO  COLUMBIA 


The  Japanese  giant  gets  the  product  it  needs  for  its  machines 


y  plunking  down  §5.6  billion  on 
Columbia  Pictures  and  CBS  Rec- 
ords in  two  years,  Sony  Corp.  has 
bought  itself  a  new  title:  the  boldest  en- 
trant into  the  global  culture  business.  If 
it  can  navigate  cultural  and  political 
shoals  in  the  U.  S.,  Sony's  music  and 
film  treasures  will  make  it  much 
easier  for  the  company  to  sell  ev- 
erything from  8-millimeter  video 
cameras  to  high-definition  televi- 
sion sets. 

It  may  take  years  for  this  strate- 
gy- to  pay  off.  But  if  it  does,  Ja- 
pan's entire  electronics  industry- 
will  benefit.  Sony  has  created  a 
whole  new  type  of  enterprise:  a 
high-tech  hardware  giant  with  the 
software  to  sway  global  trends  in 
consumer  electronics  and  entertain- 
ment. "We  can't  guess  where  hard- 
ware innovations  will  lead,"  says 
Sony  founder  and  Chairman  Akio 
Morita.  "But  we  will  be  prepared 
with  the  software." 
VERTICAL  EMPIRE.  Some  Japanese 
critics  say  the  Columbia  buyout  is 
too  heav-T,--handed.  coming  at  a  time 
of  mounting  trade  and  investment 
tensions  and  going  at  the  heart  of 
American  popular  culture.  "Holly- 
wood is  America's  most  representa- 
tive art,"  says  Seiichiro  Xiwa,  a  senior 
managing  director  of  .JVC/Victor  Co.  of 
Japan.  "If  a  French  company  bought  To- 
kyo's Kabuki  theater,  Japanese  would 
object."  Others  doubt  Sony  can  integrate 
the  two  halves  of  its  empire. 

But  Sony's  charge  into  the  U.  S.  film 
industry-  was  calculated  against  the  com- 
petition in  the  consumer  electronics  in- 
dustry. Although  the  company  is  revel- 
ing in  brisk  demand  for  audio  and  video 
products,  world  sales  of  these  goods  will 
grow  only  4%  a  year  through  the  turn  of 
the  centun,',  according  to  Jardine  Flem- 
ing Securities  in  Tokyo.  In  contrast,  soft- 
ware such  as  music  and  films  will  contin- 
ue grovving  17%  a  year  or  more,  and 
Sony  will  be  on  the  cutting  edge. 

Sony  may  realize  its  biggest  advan- 
tage much  sooner:  the  chance  to  use  Co- 
lumbia to  prc'luce  movies  and  shows 
that  may  help  r-vive  interest  in  Japan's 
floundering  HDTV  technologies.  Sony, 
Matsushita,  Toshiba,  Japan's  public  T\- 


network  XHK,  and  others  have  invested 
$1.4  billion  in  developing  HDTV.  Sony, 
working  closely  with  XHK,  has  sunk  in 
as  much  as  $200  million.  To  popularize 
the  technology-,  XHK  this  June  began  dai- 
ly hour-long  HDTV'  transmissions  in  Ja- 
pan and  staged  special  demonstrations 


HOW  FILMMAKING  COULD 
HELP  SONY'S  PRODUCTS 

8  MILLIMETER  VIDEO  Sony  could  put  films  on  these 
smaller  tapes  to  help  build  a  popular  librar>'  for  sale 
and  rental,  and  enhance  sales  of  8-mm.  cameras, 
viewers,  and  other  equipment 
CABLE  TV  Postal  Ministrv-  predicts  13  million  Japa- 
nese households  will  be  wired  for  cable  by  2000. 
Sony  can  have  its  own  cable  channel,  supply 
programs,  and  make  the  cable  hardware 
HDTV  Global  market  would  be  worth  $40  billion  a 
year  by  2010.  Sony  can  use  top-quality  talent  at 
Columbia  to  make  films  for  HDTV,  hoping  to  win 
public  support  for  Japanese  HDTV  technology  in 
the  U.S.  and  Europe 

SATELLITE  BROADCASTING  As  with  cable,  Sony  can 
supply  programs  and  trv'  to  use  its  strong  position 
to  launch  satellites  and  win  transmission  anrl  nnten- 
na  equipment  contracts 


in  the  U.  S. 
However,  the 
equipment  is 
still  too  large 
and  expensive, 
and  to  make 
HDTV  pay,  the 
Japanese  need 
access  to  U.  S. 
and  European 
markets. 

Both  America 
and  Europe  have 
rejected  Japan's 
system  for  broad 
casting  and  recep- 
tion. The  Federal 
Communications 
Commission  will  de- 
cide in  1991  which 
HDTV  standard  to 
choose  for  the  U.  S. 
The  FCC  is  likely  to 
insist  on  a  standard 


largely  compatible  with  existing  TV's  a 
transmission  equipment.  The  David  S; 
noff  Research  Center  is  working  on  o 
HDTV  technologj'  in  a  project  join' 
funded  by  France's  Thomson  and  Gen 
al  Electric  Co.'s  XBC  Inc.  The  Netb 
lands'  Philips  is  developing  a  rival  te( 
nolog\'.  There  is  only  one  potential  U, 
manufacturer  for  HDTV's,  Zenith  El 
tronics  Corp.,  and  it  is  facing  tou 
times  (page  35).  All  these  technolog 
are  more  compatible  with  existing  Am 
ican  TVs  than  Japan's  HDT\'  system. 
GOING  TO  THE  TAPE.  To  support  their  b 
Sony  and  the  other  Japanese  manuf 
turers  need  to  whip  up  public  enthv 
asm  for  their  technolog}-.  A  few  sm 
American  studios  are  already  using  Ji 
anese  HDTV  production  equipment,  ma 
ly  for  creating  special  effects.  I 
the  pace  is  too  slow  to  suit  Soi 
Now  it  will  use  Columbia  to  p 
duce  movies  on  HDTV  tape  and  o 
vert  them  to  film.  This  will  g( 
long  way  to  correcting  the 
ware  gap.  "They  need  mate; 
and  here's  one  way  to  get  it,"  SJ 
James  E.  Games,  a  vice-presid« 
of  consumer  electronics  at  Same 
Sony  says  Columbia  w-ill  not  I 
by  Washington  policymakers 
ting  U.  S.  standards  for  HDTV.  I 
if  Sony  can  build  up  a  track  rea 
of  hit  features  shot  in  HDTV  a 
win  over  enough  U.  S.  directK 
Hollywood's  czars  might  s 
clamoring  for  Sony's  produci 
equipment.  That  w-ould  bring  J^ 
one  step  closer  to  establishing^ 
HDTV  equipment  as  a  de  facto  ] 
duction  standard. 
Columbia  acquisit 
helps  Sony  "to  the 
tent  that  maybe 
can  demonstrate 
fjeople  the  unique 
vantages  of  HI 
more  easily," 
Clares  Sony  Co 

POWERFUL  COMBO 
SONY  HARDWARE, 
COLUMBIA  SOFTWii 
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In  1990,  Audi  Is 
Raising  The  Standard 


And  LoweringThe  Price. 


PRICE  REDUCTIONS 

Model 

1989* 

1990* 

Audi  80 

$19,350 

$18,900 

Audi  90 

$25,590 

$23,990 

Audi  100 

$28,300 

$26,900 

Audi  200 

$34,555 

$33,405 

*Manutacturcr's  suggested  retail  price.  Title,  taxes,  trans- 
portation, registration,  dealer  deliver^'  charges  additional 

In  a  world  where  higher  standards  and  higher  prices  seem  inseparable,  Audi  takes  an 
alternate  route.  So  every  Audi  built  after  September  1  comes  with  a  driver-side  air  bag  at  no 
extra  charge.  Quite  the  contrary.  Because  Audi  is  actually  reducing  prices  while  adding  value. 


Take  the  Audi  100,  for  instance.  Besides  the  air  bag,  new  features  include  ski  sack, 
front  lumbar  seat  supports,  door  reflectors  i 
last  year  So  raise  your  standards.  And  save. 


front  lumbar  seat  supports,  door  reflectors  and  more.  Yet  it  costs  $1400  less  than  (^^^^ 


©1989  Audi  o\ Amenca. 


The  Alternate  Route. 


1= 


ntertainment 


i 


America  Vice-Chairman  Michael  P. 
Schulhof.  "Once  they  see  it,  they  will  be 
unable  to  return  to  regular  television, 
much  the  same  way  that  someone  who 
has  a  compact  disk  cannot  go  back  to  an 

LP." 

Sony  President  and  CEO  Norio  Ohga 
talks  about  other  synergies.  The  first 
payoff  from  the  Columbia  deal  may  be  a 
shot  in  the  arm  for  Sony's  8-mm  video 
goods,  including  portable  videotape 
decks  and  movie  cameras.  The  8-mm  for- 
mat was  introduced  four  years  ago.  It 
offered  advantages  in  size  and  quality 
over  mainstream  VH.s  products,  but  con- 
sumers have  been  slow  to  make  the 
switch.  Sony  thinks  a  shelfful  of  movie 
titles  in  8-mm  cassettes  might  persuade 
them.  "The  Columbia  deal  was  a  vehicle 
to  get  good,  popular  movies  into  this 
format,"  says  Martin  Beresford,  an  ana- 
lyst with  Jardine  Fleming. 
TEST  CASE.  Sony  also  has  an  eye  on  Ja- 
pan's nascent  cable-TV  market  and  on 
satellite  broadcasting  equipment.  In 
both  cases,  a  strong  position  in  software 
could  give  Sony  an  edge.  None  of  the 
technological  payoffs  from  Sony's  Co- 
lumbia and  CB.S  Records  Inc.  invest- 
ments, however,  will  come  overnight. 
Despite  its  acquisition  of  CBS  Records, 
for  example,  Sony  has  not  yet  been  able 
to  introduce  its  digital  audio  tape  record- 


Sony  may  use  Columbia  to  make  movR-^  uMug  Japan's  high-definition  TV 
format — and  sway  Hollywood  filmmakers  toward  adopting  it  in  the  U.  S. 


ers.  But  if  Sony  can  use  its  program- 
ming strength  to  win  only  a  couple  of 
major  new  technologies,  the  reward  will 
be  rich. 

Many  Japanese  see  Sony's  move  into 
Hollywood  as  an  important  test  case  of 
American  receptivity  to  an  expanded 
Japanese  role  in  American  culture.  If 
Sony  can  manage  it  smoothly,  other  Jap- 


SONY'S  MORITA  BASHES  BACK 


Akio  Morita,  founder  and  chair- 
man of  Sony  Corp.,  is  caught  in 
an  awkward  position.  At  the 
same  time  he  has  been  building  up 
Sony's  position  in  Ameri- 
can entertainment,  he  has 
become  a  more  vocal  critic 
of  the  U.  S.  and  has  helped 
Japanese  executives  figure 
out  ways  to  mute  congres- 
sional criticism. 

Morita  has,  for  example, 
worked  with  Japan's  pow- 
erful Federation  of  Eco- 
nomic Organizations,  Kei- 
danren,  to  organize  a 
Council  for  Better  U.  S.  In- 
vestment. "By  better  in- 
vestments, I  mean  the  kind 
that  will  make  Americans 
see  Japan  as  a  friend,"  Morita  wrote  in 
a  controversial  new  book.  The  Japan 
Tkf/f  Can  Say  "No."  "If  more  ordi- 
nary Americans  see  Japan  as  a  friend, 
Japaivbashers  will  be  defeated  at  the 
polls."  The  book  was  co-authored  by  ! 
right-wi'.ig  member  of  the  ruling  Liber- 
al Dem<-"  rati  ■  Party,  Shintaro  Ishihara. 

Bootleg  tnuislations  of  the  book 
have  popped  uj)  across  the  U.  S.,  and 


those,  along  with  Morita's  other  activi- 
ties, are  raising  concerns  about  Sony's 
Columbia  acquisition — even  though 
Morita  says  he  has  "no  intention  to 
interfere  with  Columbia's 
management."  But,  says 
Pat  Choate,  an  expert  on 
Japan's  political  influence 
in  the  U.  S.,  "Morita  chairs 
Japan's  big-business  com- 
mittee responsible  for  poli- 
ticking, public  relations, 
and  propaganda  inside  the 
U.  S.  That's  why  the  acqui- 
sition is  a  political  issue." 

Morita  says  he  and  Ishi- 
hara gave  oral  answers  to 
questions,  which  led  to  the 
book.  He  is  surprised  at 
how  it  has  been  received 
but  stands  by  his  comments.  Morita 
also  says  he  wants  to  prove  something 
with  his  U.  S.  acquisitions.  "If  Sony 
can  make  a  success  of  Columbia  and 
CBS  [Records],"  he  says,  "Europeans 
and  Americans  will  change  their  views 
of  Japanese  and  cease  thinking  of  us 
as  strangers."  But  if  Morita  isn't  care- 
ful, his  long  honeymoon  with  Ameri- 
cans could  be  over. 


anese  players  will  follow.  Already, 
tor,  a  Matsushita  affiliate,  has  sp 
$100  million  to  form  a  movie  product 
company  with  independent  film  prodm 
Lawrence  Gordon.  A  dozen  Japan 
television  stations  and  trading  com 
nies  also  are  poised  to  do  Holl>'w( 
deals.  NHK  is  co-producing  and  co-fina 
ing  many  programs  with  public  tel( 
sion  stations  around  the  country  anc 
even  making  a  $50  million  film. 

None  of  the  players  are  finding  it  ei 
to  bridge  the  cultural  gap  and  prodi 
films  that  are  successful  in  both 
U.  S.  and  Japan.  In  moviemaking  ten 
even  the  synt;ix  of  movies — the  vs 
they  are  shot — is  different  in  the  t 
countries.  Moreover,  what  charms 
American  audience  may  bore  the  Ja 
nese,  and  vice  versa.  "It's  a  differ 
problem  than  setting  up  a  Toyota  1 
tory  somewhere  in  Kentucky,"  says 
vid  Stewart,  director  of  international 
tivities  at  the  Corporation  for  Pul 
Broadcasting,  who  has  been  involved 
several  co-productions. 

Perhaps  the  most  difficult  issue 
Morita  to  grapple  with  is  his  own  po 
cal  activity.  He  has  largely  turned  o; 
day-to-day  operations  of  Sony  to  Ohgi 
concentrate  on  U.  S.-Japanese  relatic 
Morita's  appearance  as  co-author  o: 
controversial  America-bashing  book 
the  same  time  he  was  helping  engin 
one  of  Japan's  boldest  acquisitions  in 
U.  S.  has  complicated  Sony's  challengi 
explaining  its  plans  for  Columbia.  Fi 
ing  ways  to  marry  his  software 
hardware  may  be  a  cinch  compared  v 
the  inherently  more  sensitive  challei 
of  playing  the  starring  role  of  a  He 
wood  mogul. 

By  Neil  Gross  in  Tokyo  and  Williar, 
Holstein  in  New  York 


H 
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ENTERTAIN 


A^th  a  name  like  Santa  Fe, 
you  expect  us  to  be  super. 


11  the  past,  you've  looked  to  Santa  Fe  for  qual- 
and  service.  In  the  future,  you'll  recognize 
;  same  quality  and  service  in  our  new  red  and 
^er  Super  Fleet"  trains. 
5Uper  Fleet  from  Santa  Fe  is  the  industry's 
e— in  service,  performance  and  competitive 
rit.  You'U  find  it  in  the  increased  availability  of 
'  intermodal  equipment.  And  in  our  commit- 
;nt  to  developing  services  such  as  our 
rehouse  program  (QDC),  our  high  speed, 
)rt-haul  network  (QSN),  and  our  coast-to- 
ist  double  stack  service  (QSS). 
\t  Santa  Fe,  being  super  has  always  meant 
ng  first  with  innovations  too.  Our  articulated 


flat  car  pioneered  a  smooth,  damage-free  ride  for 
our  customers.  Now,  it's  standard  equipment  for 
the  industry. 

Finally,  being  super  means  being  productive 
for  our  customers.  We  realize  that  service  is  the 
most  important  thing  we  have  to  sell.  So  you  can 
expect  responsiveness  from  an  organization  that 
has  been  reorganized  to  meet  your  needs  more 
effectively. 

Superiority.  It  isn't  just  a  claim  with  us.  It's  a 
commitment  we're  wflling  to  put  behind  our  name. 

To  find  out  how  Super  Fleet  can  work  for  you, 
call:  1-800-234-9852. 


Our  motto  is  more  than  pretty  words.  It's  the  fabric  of  our  business. 

VVc  make  advanced  construction  equipment,  presses,  lasers  and  robots:  intelligent  machines, 
for  enlightened  users.  Komatsu  technology  is  designed  to  meet  local  needs  and  global  concerns  for 
the  environment.  And  build  better  communities  without  sacrificing  the  quality  of  life. 

At  the  same  time,  we  support  open  markets  through  cooperative  ventures  around  the  world. 
Wherever  we  go,  Komatsu  seeks  local  partners  to  share  the  benefits  of  technology  and  prosperity. 
We  take  part  in  community  life  as  a  neighbor.  And  we  also  sponsor  quality 
imports  in  o"jr  local  markets,  at  home  in  Japan. 

That's  'ust  a  sample  of  how  one  company  works  for  the  world. 
Modest  effort.'?,  for  mutual  rewards.  Consider  how  much  we  can  accomplish 
if  we  work  with  care,  patience  and  imagination.  Together. 

t^lUK  "^k  Tl         W  T   Head  Office  2-3-6.  Akasaka,  tvlinato-ku.  Tokyo  107,  Japan 
■       .Km.  V-r  XTM.  .^M.  JL  iZS  \J    Telex  J22812  Ptione  (03)  5561-2617  Cable  KOt^ATSULTD 

58  B 


^  Face  it, 
Maggie, 
your  family 
depends  on 
your  income 
as  much 
as  Jim's.  ^ 


I 


onnecticut  Mutual  Life  Insurance  Company       rp«      (fB^  Alli^tnCC 

.  ^  »         H.Mivp  raniial  Management         *  vBp& 

,ls;         \n  MiiaiiifiifBliiprhinConipanii'". 


.ConnecUcu.Mu.ua,F,nanc.a,Serv,ces.Urbco.G,o.pAn^cain.urane^  _ 

.  CM  L,fe  .  CM  Assurance  .  CM  Asset  Advisors  .  CM  Tran.na.tonal  .  D.vers.hed  Ins^uMn.e^  c„„„,.,„,„        :         V  n  Mii.n.  .  nf  B.„e  Chip  Comp 


THE  POWER  OF  BELIEF:  #2  in  a  series 


Who  will  nourish  the  seeds  of 
tomornjwis  techn(dogies?  S-Jf 


The  handmaiden 


,1j 


pi 


of  every  new  technology  is  risk.  There  are 
no  guidebooks  to  the  New.  ■  Success  or 


rei 


failure  often  hinges  on  instinct,  and  the  vi 
willingness  to  invest  in  a  belief.  ■  Decades  lif 


ago,  Motorola  committed  II 


Motorola's  EMX  lamily  of  switches  are  now  the  most 
videly  used  cellular  telephone  switching  systems  in  the  world. 


millions  to  an  emerging 


technology  that  many|ivf 


dismissed  as  a  gimmick.  Today,  cellular  ji\ei 

! 
I 

phones  are  used  in  more  than  40  coimtries.iiiea 


Winner  19H8  MfW  National 
uaiity 
ard 


4nd,  we  produced  the  first  hand-held  ceUular 


portable  phone.  In  1989,  we  mtrodiiced  the 


Motorola  Micro  T*A*C  Personal 


Telephone,  shirt-pocket  small, 
with  a  fraction  of  the  parts 


of  the  original  cellular  phone. 


T'fie  new,  body-lriendly 
Motorola  Micro  T-A^C"  Personal 
Telephone  is  the  smallest  cellular 
telephone  ever  made. 


These  developments,  along  with 


others,  are  the  product  of  an  annual  R&D 
investment  more  than  twice  the  national 


iverage.  Such  is  the 
neasure  of  our  belief. 


Building  On  Beliefs 


I.  Micro T.A.C  and  Motorola  are  trademarks  of  Motorola.  Inc  ,  101989  Motorola.  Inc. 


M)  MOTOROLA 


Keeping  the  wlieels  of  iiidusir\' 
till  niiig  these  da\  s  takes  more 
thaiuapital-it  also  takes  a  steadv 
How  of  ideas  for  putting  that  c  api- 
tal to  best  use.Tliat "s  why  hundreds 
of  companies  whose  business  runs 
on  wiieels  have  turned  to  (IE  Ciapi- 
tal  forhnancial  services. 

One  of  our  capital  ideas  |)an  ed 
the  fast-gi owing  East  and  West 
coast  business  of  PenskeTruck 
Leasing  with  the  strengths  of  our 
leasing  operations  in  ihecoiinirv's 


I 


intei  iorThissvnergv 
nationw  ide  joint  venture  that  has 
overa'i.OOO  vehii  leson  the  roll. 

( Capital  ideas  are  keeping  Amer- 
i(  as  rail(  ars  on  the  right  track, 
Io()-(  ustomeis  leasing  rolling 
stock  irom  (iE Capital  Railcar 
Services  are  spared  notonlv  the 
capital  investment, but  also  main- 
tenance woriies. 

Our  vehicle  fleet  management 
expertise  ga\e  us  the  capital  idea 
t( )  ( )ff er  ( )ur  toi  p(  )rate  fleet  man- 


ager customers-whether  they 
lease,  own  or  l  eimburse-a  range 
of  value-added  sei  \  ices:  from  f  uel 
put  chasing  and  accident  claim 
management  to  streamlined 
emplovee  expense  reimbursement 
control. 

And  new  car  dealers  at  e  growing 
their  businesses  in  a  dozen  states, 
helped  by  (iapital  ideas  for  inven- 
tory financing,  workingcapital  and 
real  estate  loans,  and  ac(|uisition 
funding  to  add  new  dealerships. 


Whether  oi'  not  your  business 
depends  on  wheels,  chances  are 
CiE  Capital  has  a  truckk)ad  of 
ideas  for  helping  vou  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling.  ^ 

Not  Just  Capital  [| 
Coital  Ideas. 


■RSI 


MMY  GOLDSMITH'S 

UN  BEARER  GOES  GUNNING 


raider's  ex-dealmaker,  Roland  Franklin,  mounts  an  attack 


FRANKLIN  SAYS  OF  DEBT: 
"I'M  REALLY  A  COWARD. 
LIKE  SLEEPING  AT  NIGHT" 


k  t  5-feet  8-inches  tall,  with  a  niid- 
;k  section  that  his  friends  politely 
m  describe  as  "thick,"  Roland  A.  E. 
klin  looks  like  anything  but  a 
sman.  Yet  every  Tuesday  at  6  p.m. 
I,  the  London-born  dealmaker  heads 

tennis  court  above  New  York's 
3  Central  Terminal  to  do  battle 
friends  and  investors.  He  isn't  usu- 
he  fastest  or  the  strongest  player 
,  But  he's  a  standout  at  the  net. 

have  to  watch  out  for  Roland," 
)ne  of  his  partners,  "because  he's  a 

interceptor." 

tch  out  for  Roland  is  right.  While 
IS  running  his  family's  121-year-old 
lant  bank  in  the  early  1970s,  huge 
jstate  losses  led  to  a  costly  and 
rrassing  bailout  by  the  Bank  of  En- 
.  He  then  hooked  up  with  Sir 
s  Goldsmith  and  for  13  years 
I  1  as  the  raider's  chief  dealmaker. 
I  her  they  broke  up  such  venerable 
j  inies  as  Diamond  International  and 
1  Zellerbach,  and  they  scared  the 
IS  out  of  Goodyear  Tire  &  Rubber 


and  others.  Yet  while  everyone  knew 
Goldsmith,  Franklin  was  a  mystery. 
Says  Blaine  Fogg,  a  lawyer  who  often 
represents  Goldsmith  for  Skadden  Arps 
Slate  Meagher  &  Flom:  "Roland  was  al- 
ways behind  the  scenes,  Mr.  Inside." 
IN  THE  LIMELIGHT.  Franklin,  63,  is  finally 
getting  a  chance  to  be  Mr.  Outside.  On 
Sept.  26,  a  year  and  a  half  after  parting 
with  Goldsmith,  Franklin's  Pembridge 
Investments  Ltd.  officially  launched  a 
$1.1  billion  hostile  offer  for  drg  PLC,  a 
British  paper  and  packaging  company. 
While  DRG  is  not  well-known  in  the  U.  S., 
many  of  Franklin's  financial  backers 
are.  They're  led  by  Frederick  W.  "Ted" 
Field,  an  heir  to  the  Marshall  Field  de- 
partment-store fortune  and  a  frequent 
Goldsmith  investor.  Other  notable  inves- 
tors include  Roy  E.  Disney's  Shamrock 
Holdings  Inc.  and  French  banking  scion 
Edouard  Stern.  Franklin's  own  stake  in 
the  DRG  deal  is  $52  million. 

He  says  his  main  motivation  is  to 
build  a  business  for  his  youngest  son, 
24-year-old  Martin.  But  Franklin  can't 


Talk 

show 


Finally,  a  pocket  recorder  that  reads  like 
an  open  book. 

The  Sony  TCM-27  comes  with  a  table  of 
contents:  a  built-in  LCD  that  displays  the  time, 
dote  and  title  of  each  recording.  There's  even 
a  built-in  timer  and  alarm.  Plus  a  360°  flat 
microphone  so  no  corner  of  the  room  is  lost. 

With  Sony  Personals,  you're  always 
open  for  business. 

SONY 


personals 


Ramada  Litroduces  AFast 
WayAroundTheWorld. 


The  Caribbean.  The  Far  East. 
Or  right  next  door.  No 
matter  where  you've 
dreamed  of  going, 
Ramada  Guest  Awards 
gets  you  there.  Fast. 

Your  free  membership 
can  cam  airhne  tickets.  Weekend  getaways.  Even 
deluxe  vacations,  around  the  block  or  around 
the  world.  And  it  can  earn  you 
great  merchandise  awards. 
As  a  member,  you  earn 
points  for  every  cent  you 
spend  at  Ramadas 


m  North  America,  Mexico,  and  the  Caribbean. 

You  also  get  immediate  rewards  like  auto- 
matic room  upgrades.  Express  check-m  and  check- 
out. And  a  free  newspaper  every  business  day 
To  ask  about  our  Guest  Awards,  just  give  us 
a  call  at  1-800-672-6232.  Or  begin  earning  points 
by  signing  up  when  you  check  in  at  any  one  of 
our  hotels.  There  are  over  600  worldwide. 

Ramada  Guest  Awards.  It's  just  one  more  way 
we  prove  you're  somebody  special  to  us. 


Ramada 
Guest  Awards 


RAMADA 


IWS  IKlU.I.S  \MikhN\ISS\M>  miTFI.S\\(lRI,imir)K 

For  resor\ations  call  vnur  travel  agent  or 

1-800-228-2828 


his  excitement  at  being  out  from 
er  Goldsmith's  considerable  shadow, 
iring  a  broad  smile,  he  chatters  hap- 
about  the  congratulatory  letters  he 
received  from  old  friends  and  how 
ly  times  he  has  had  to  pose  for  pic- 
s  lately.  Says  Franklin:  "As  much  as 
:ed  working  with  Jimmy,  it's  incom- 
ibly  nicer  to  be  on  my  own." 
ranklin  started 
ing  DRG  shares  in 
3,  1988,  and  now 
rols  24.6%.  DRG, 
1  1988  sales  of 
billion,  needs  "fo- 
Franklin  ar- 
5.  Were  it  not  for 
)erty  sales  of  $27 
ion  in  the  first 

ended  June  30, 


FRANKLIN'S  BIGGEST 
BACKERS 


Investor 


Stake  in  Pembridge  Investments 

Millions  of  dollars 


FREDERICK  W.  FIELD  $97  0 

An  heir  to  Marshall  Field  retail  fortune 


EDOUARD  STERN 

French  banking  scion 


16.2 


ROY  E.  DISNEY 

Nephew/  of  Walt  Disney 


FINANCIERE  SAINT  DOMINIQUE 

French  investment  company 

EURIS 

French  investment  company 

DATA;  PEMBRIDGE  INVESTMENTS  LTD 


;ax  earnm^'s 
:ld   have  fallen 

to  $41.7  million. 

how  he  would 

DRG  focus  is  un- 
r.  He  says  he 
Id  probably  sell 
engineering  unit 

concentrate  on 
:ore  stationery  and  packaging  units, 
1  such  brands  as  Sellotape  adhesives 
Basildon  Bond  stationery.  He  might 
sell  its  distribution  unit.  DRG  wants 
ling  to  do  with  him.  "This  is  a  vehicle 
him  and  his  friends  to  get  rich 
k,"  snaps  Moger  Wooley,  CEO. 
:e  CLIENT.  Like  Goldsmith,  now  wran- 
?  with  BAT  Industries  PLC,  Franklin 
lured  back  to  the  British  acquisition 
ket  by  prices  he  considers  more  rea- 
.ble  than  those  in  the  U.  S.  But  you 
what  you  pay  for — which  in  Britain's 
is  high  interest  rates  and  a  sluggish 
omy.  Franklin  is  aware  of  the  risk, 
he  notes  that  DRG  has  little  existing 

on  its  balance  sheet.  He  also  is 
ling  junk  bonds  out  of  the  picture, 
ling  most  of  the  purchase  price  with 
expensive  bridge  loans  from  Citi- 
A  year  from  now,  after  asset 
5,  he  envisions  having  paid  off  most 
le  acquisition  loans.  When  it  comes 
ebt,  "I'm  really  a  coward,"  he  says, 
ke  sleeping  at  night." 
aney  problems  have  not  often  kept 
awake.  He  grew  up  in  a  prosperous 
on  of  London  known  as  Pembridge, 
e  the  name  of  his  company,  and  at- 
ed  a  private  boarding  school.  With- 
'inishing  college,  he  went  to  work  at 
eyser,  the  merchant  bank  his  great- 
dfather  founded  in  1868.  He  met 
smith  for  the  first  time  in  1964, 
1  Franklin  represented  a  company 

was  being  acquired  by  Goldsmith's 
■nham  Foods  Ltd.  The  two  men  hit  it 
and  Goldsmith  became  a  client, 
jyser  might  still  be  around  today  if 
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Franklin,  as  director,  had  not  made  what 
he  terms  "a  huge  mistake":  acquiring 
merchant  bankers  Dalton  Barton  in 
1971.  Within  three  years  of  the  takeover, 
Dalton  Barton  had  racked  up  nearly 
$300  million  in  real  estate  losses  and  the 
Bank  of  England  had  to  bail  out  Frank- 
lin's firm,  then  known  as  Keyser  Ull- 
man.  It  later  turned  out  that  Franklin 
had  borrowed  hun- 
dreds of  thousands  of 
pounds  from  Keyser 
for  his  personal  use. 
He  insists  the  loans 
were  legitimate  and 
that  he  paid  back  the 
money  in  full.  Keyser 
was  eventually  sold 
to  another  bank. 
GOOD  DREAM.  Soon 
after  the  banking  de- 
bacle. Franklin  joined 
Goldsmith's  crew  full- 
time,  and  in  1979  he 
and  his  family  moved 
to  New  York.  His 
role  was  clearly  de- 
fined: Sir  James  got 
the  prey  in  his  sights, 
then  Franklin  loaded  the  gun  and  pulled 
the  trigger.  Their  most  complex  deal 
was  the  1985  acquisition  of  Crown  Zel- 
lerbach,  whose  poison  pill  was  daunting. 
"I  had  no  idea  how  we  were  going  to 
deal  with  that,"  says  Skadden  Arps's 
Fogg.  "But  Roland,  the  optimist,  just 
kept  everything  moving."  In  the  end, 
Franklin  and  Goldsmith  dreamed  up  a 
complicated  stock  swap  with  James  Riv- 
er Corp.  The  swap  sidestepped  the  poi- 
son pill  and  gave  Goldsmith  control  of 
Crown's  valuable  timberland. 

Now  on  his  own  after  a  friendly  split 
with  Goldsmith,  Franklin  seems  slightly 
out  of  place  in  the  hard-charging  world 
of  raiders.  He  shows  up  at  work  no  earli- 
er than  10  a.m.,  and  he  makes  time  for 
his  weekly  tennis  match  no  matter  what 
the  circumstances.  Instead  of  the  take- 
over artist's  standard  tailored  suits,  he 
prefers  beltless  slacks  and  short-sleeved 
sportshirts.  Even  in  conversation,  he 
lacks  the  bravado  normally  associated 
with  his  trade:  What  other  raider  admits 
to  being  a  "coward"  about  debt? 

DRG,  however,  sees  him  as  a  garden- 
variety  asset-stripper.  Should  it  bring  in 
a  white  knight,  Franklin  wouldn't  be  in 
bad  shape  at  all.  He  bought  the  first  of 
his  27  million  DRG  shares  at  $6.26,  and 
the  current  price  is  about  $9.85.  He's 
adamant  about  not  selling  out:  "I  would 
consider  that  a  failure."  But  it  would  be 
a  profitable  one.  And  as  he  surely 
learned  from  Goldsmith,  he  could  use 
the  money  for  his  next  raid. 

By  Peter  Finch  in  New  York,  with  Rich- 
ard A.  Melcher  in  London 
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Save  that  information! 

Wherever  and  whenever  you  find  it. 
Because  the  Sony  HCP-CIO  is  the  pocket  copier 
that  lets  you  photocopy  individual  lines  of 
stock  quotes,  statistics  or  other  printed  mate- 
rial. And  then  save  them  on  plain  paper. 

With  Sony  Personals,  you're  always 
open  for  business. 

SONY 
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Focus  It  makes  us  a  clear  choice 

FOR  YOUR  SPECIAL  FINANCIAL  NEEDS. 


(Ill  liiinii 

H    iHi  III)  IV 
I. 

"I  1^1  v.;- . 

VV)  I  to' 


AtTransamerica, we  provide  selected  financial 
services.  Like  life  insurance,  mutual  funds  and 
home-equity  loans  for  consumers.  Inventory 


financing,  specialty  insurance  and  equipnfc 
leasmg  for  businesses.  We  might  be  one  o| 
nation  s  largest  financial  services  compar| 


still  believe  in  focusing  on  the  things 
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^'Cdr  winners.  the  power  oh  the  pyramid  is  workinc,  for  you. 
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ONE  LAST  CALL 

FOR  FADING  BEER  BRANDS 


Brewer  S&P  is  eyeing  leftover  labels  Coors-Stroh  may  ditch 


There  are  few  true 
Californians  who 
don't  have  fond 
memories  of  Brew  102, 
an  off-price  beer  that 
was  a  staple  for  a  gen- 
eration of  servicemen, 
students,  and  starving 
actors.  It  tasted  0.  K., 
and  it  was  cheap. 

The  brewing  industry 
has  equally  strong — if 
less  happy — memories 
of  the  late  Paul  Kal- 
manovitz.  The  eccentric 
and  litigious  beer  baron 
built  Brew  102's  maker 
into  S&P  Co.,  a  ragtag 
collection  of  declining 
brands  that  consistently 
undercuts  competitors' 
prices.  That  earned  him 
a  personal  fortune, 
while  his  stream  of  law- 
suits won  him  the  enmi- 
ty of  his  fellow  brew- 
ers. Now,  the  feisty  S&P 
says  it's  going  to  court 
again,  this  time  to  chal- 
lenge Adolph  Coors  Co.'s  $425  million 
acquisition  of  Stroh  Brewery  Co. 

On  Sept.  26,  S&P  announced  plans  to 
file  a  suit  alleging  that  the  deal,  which 
would  hike  Coors'  market  share  to  about 
197'  from  97'  now,  violates  antitrust 
laws,  s&p's  debatable  rationale:  "They're 
attempting  to  create  a  third  player  in  an 
oligopoly  that  already  includes  An- 
heuser-Busch and  Miller,  and  we're  go- 
ing to  try  to  block  it  as  anticompetitive," 
asserts  William  Bitting,  general  counsel 
for  S&P  and  a  trustee  of  its  owner,  the 
Paul  Kalmanovitz  Testamentary  Trust. 
MOTLEY  B!?EWS.  Observers  say  that  it's 
precisely  because  the  merger  would  cre- 
ate a  stronger  No.  3  that  neither  the 
courts  nor  tli'"  .lustice  Dept.  are  likely  to 
halt  it.  "For  anyone  to  say  the  combina- 
tion of  Coors  and  Stroh  will  be  the  death 
knell  is  ridiculous,"  .says  Robert  S.  Wein- 
berg, professor  of  marketing  manage- 
ment at  Washington  University  in  St. 
Louis.  "If  they  don't  merge,  we're  stuck 
with  a  duopoly." 
So  what  is  S&P  up  to?  While  the  Coors- 


BITTINC  SAYS  HE'S  FILING  AN  ANTITRUST  CASE  AGAINST  COORS 


Stroh  deal  will  probably  go  through,  S&P 
may  be  hoping  that  its  suit  will  make 
various  smaller  brands  available.  Wash- 
ington could  require  some  asset  sales,  or 
Coors  may  put  a  few  beers  on  the  block 
itself  to  fend  off  any  such  action.  And 
there  are  a  couple  of  brews  Coors  will 
probably  sell  in  any  case.  It  is  those 
pieces,  analysts  say,  that  S&P  is  really 
angling  for.  Likely  targets  include 
Stroh's  Schaefer,  Goebel,  and  Piels 
brands,  and  perhaps  even  Schlitz — now  a 
bit  player  but  once  the 
nation's  No.  2  brand. 

Those  second-tier 
beers  would  mesh  per- 
fectly with  the  S&P 
strategy.  The  brewer  is 
a  profitable  collection  of 
has-beens  and  never- 
weres,  brands  that  in- 
clude Pabst  Blue  Rib- 
bon, Falstaff,  Pearl, 
Ballantine,  Jacobs  Best, 
Haffenreffer,  and,  of 
course,  Brew  102.  Early 
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THE  TOP  U.S. 
BREWERS 


Maricet  share,  January  to  June,  1989 

ANHEUSER-BUSCH 

42.0% 

MILLER 

21.8 

STROH 

10.0 

COORS 

8.6 

G.  HEILEMAN 

6.8 

S&P 

4.0 

DATA:  BEER MARKOtR'S  INSIGHTS 

on,  Kalmanovitz,  who  died  in  1987,  stui; 
bled  on  a  simple  recipe:  Buy  an  ailiij 
brand  and,  instead  of  pumping  mom; 
into  it,  ride  it  for  what  it's  worth.  i 
"Brands  are  difficult  to  turn  arouii 
but  have  enormous  staying  power,"  sa| 
Michael  C.  Bellas,  president  of  N 
York  consultants  Beverage  Marketii 
Corp.  "You  might  call  it  the  no-inve| 
ment,  no-marketing  strategy."  Ad 
Washington  University's  Weinbe 
"Kalmanovitz  learned  that  if  you  cut  o' 
all  marketing,  your  brand  continues 
decline  at  the  historic  rate,  but  yi 
make  a  hell  of  a  lot  more  money." 

No  one  knows  just  how  much.  Bittii 
says  beer  sales  of  the  closely  held  co: 
pany  are  "somewhere  over  $500  milli 
and  growing,"  with  sales  up  11%  so  f 
this  year — thanks  to  Pabst's  renew 
popularity.  In  volume,  S&P's  annual  oi 
put  of  roughly  7.5  million  barrels  ran 
it  sixth  in  the  industry,  with  a  4%  shai 
To  say  S&P  is  a  lean  operation  is  putti: 
it  mildly.  It's  run  by  three  trustees 
Bitting,  longtime  Kalmanovitz  aide  B'V 
nard  A.  Orsi,  and  brewmeister  Lutz  I;: 
leib — who  lunch  with  84-year-old  Ly(jl ' 
Kalmanovitz  daily.  Those  four  make 
the  board  of  directors,  and  four  mc 
complete  the  executive  staff. 
SLIM  PICKINGS.  There's  one  obvious  hit 
in  s&p's  money-making  formula:  It  mi 
keep  buying  brands  to  replenish 
ones  that  are  slowly,  if  profitably,  shr 
eling  in  its  portfolio.  In  1985,  for  exa 
pie,  after  a  three-year  battle  for  Pal 
Brewing  Co.  against  fifth-ranked  G.  H 
leman  Brewing  Co.  and  Minneapolis 
vestor  Irwin  L.  Jacobs,  Kalmanov  " 
wound  up  with  Pabst  Blue  Ribbfl' 
Olympia,  and  Hamms. 

But  now,  there's  nothing  much  left  ■/ 
buy.   Few  independent  brands 
around  anymore,  thanks  to  Heilema; 
having  snapped  up  17  brewers  since  IJ 1 
before  in  turn  being  acquired  by  Aust 
lia's  Bond  Corp.  Holdings  Ltd.  The  o\ 
independent  brewer  of  any  size  left 
the  family-controlled  Genesee  Brewif^u^j 
Co.,  which  ranks  seventh  after  S&P. 

That's  what  accounts  for  S&P's  intei 
interest  in  how  the  Coors-Stroh  d 
shakes  out.  In  fact,  1  "'^ 
ting  says  that  S&P  I 
offered  to  buy  so; 
Stroh  properties  as 
cently  as  two  mon 
ago.  Now,  as  these 


ivesi 
iriedFj 


cur. 


dustry  biggies  j 
ready  to  marry, 
might  be  maneuver 
to  catch  some  appe 
ing  scraps  from  tl 
wedding  banquet. 

By  Larry  Ay'nistront, 
Los  Angeles 
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fhegood.  The  bad.  The  ugly. 


You've  seen  it  all  before.  Fuzzy,  curly,  blurry  faxes.  Faxes  that  are  streaked  or 
3rted.  Faxes  that  seem  to  do  everything  except  the  one  thing  you  bought  a  fax 
-get  your  message  across  quickly  and  clearly 

But  with  a  Canon  FAX-630  or  FAX-850  you'll  never  need  to  see  it  again.  Be- 
e  your  fax  is  printed  on  plain  paper.*  The  same  kind  you  use 
y  day  So  you  can  write  right  on  your  faxes  and  handle  or  file 
1  without  smearing  or  fading. 
Unlike  some  faxes  which  produce  images  that  ap- 
■  blurred  or  "fuzzy"  Canon's  exclusive  UHQ  imaging 
:m  uses  a  special  Edge  Enhancement  feature,  which 
/ou  send  even  the  most  detailed  text  and  graphics 
four  times  more  depth  and  clarity  than  any  conven- 
al  facsimile. 

Even  illustrations  or  photographs  can  be  transmit- 
n  an  incredible  64  shades  of  gray  with  UHQ's  Error 
ision  Method  for  image  quality  that  guarantees  all 
ideas  will  come  out  just  the  way  you  pictured  them. 
And  for  larger  applications,  the  FAX-850's  standard  2MB  of  memory  make  it 
leal  hub,  or  central  point,  in  a  fax  network. 

So  if  you're  tired  of  seeing  the  same  old  sad  faxes,  see  the  plain  paper 
630  or  FAX-850  at  your  Authorized  Canon  Facsimile  Dealer  or  call 
)-OK-CANON.  And  see  just  how  good  your  faxes  can  be.         'Thermal  iransfer  plain  paper 
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Canon 


FAX 

m 

Communicating  Quality 


IS  al  oariOMrmq  Canon  at 
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Aiegciidary  Jaguar  XJ6  tor  only  $39,700*  would  be 
wor-derflil.  But  a  new  XJ6  at  this  price,  with  a  num- 
ber of  very  significant  improvements,  would  be  quite  an 
accomplishment.  Introducing  the  1990  Jaguar  XJ6. 

Our  list  of  improvements  starts  with  the  heart  of  the 
car.  This  new  Jaguar  is  powered  by  a  larger,  4-liter 
engine  that  produces  an  impressive  223  horsepower. 


Of  course,  a  larger  engine  requires  a  transmisfe^nei 
that's  up  to  the  task.  Our  new  automatic  transmisfeceam 
not  only  channels  our  powerplant's  energies  eflie! 
lessly,  it  also  features  an  exhilarating  "sport"  mode^e  yoi 
produces  the  response  necessary  for  spirited  drivi|;  »js 

For  safer,  surer  stopping  under  all  braking  m 
tions  we've  installed  a  new  Teves  anti-lock  (ABS)^ 


BLENDING        OF  ART 


A    N  ! 


)wered  Our  Standards, 
r  For^uTb  Raise¥)iirs. 


his  new  braking  system  provides  improved  fade 
ice  and  a  25  %  increase  in  power  assistance, 
r  patented  four-whieel  independent  suspension 
ve  you  a  smooth,  luxurious  ride,  while  inside 
icious  cabin  you'll  relax  in  the  rich  warmth  of 
olished  walnut  and  soft,  supple  leather, 
perhaps  the  most  distinctive  characteristic 


^    C    H    !    N  E 


found  in  every  Jaguar  is  its  styling,  a  design  philoso- 
phy developed  by  a  company  with  a  fifty-year  history 
of  building  one  classic  automobile  after  another. 

We  invite  you  to  test  drive  a  1990  Jaguar  XJ6.  For 
your  nearest  dealer,  call  toll-free:  1-800-4- JAGUAR. 

And  at  just  $39,700,  give  thought  to  not  only  rais- 
ing your  standards,  but  to  raising  your  spirits  as  well. 

JAGUAR 


evelopments  to  Watc 


EDITED  BY  NAOMI  FREUNDLICH 

SEWAGE  SLUDGE  IS  THE  SECRET 
TO  THIS  POWER  PLAY 


Future  generations  may  won- 
der why  we  ever  dumped 
sewage  in  oceans  or  buried  it  in 
landfills.  Or  so  hopes  Texaco 
Inc.,  whose  Syngas  Inc.  subsid- 
iary wants  to  mix  sewage 
sludge  with  coal  and  use  it  to 
generate  electricity. 

Texaco  is  negotiating  to  buy  a 
former  Energy  Dept.  coal-to-gas 
plant  in  the  Mojave  Desert.  Tex- 
aco jointly  operated  the  plant 
for  five  years  with  Southern 
California  Edison  Co.  The  plant 
used  gas  from  coal  to  drive  gas 
turbines,  while  excess  heat  was 
converted  to  steam  and  used  to  drive  steam  turbines. 

If  the  deal  goes  through,  Texaco  will  add  sewage  sludge  to 
the  coal  feedstock.  Engineers  there  have  shown  that  under 
high  temperature  and  pressure,  a  sludge-coal  mixture  can  be 
used  to  produce  a  synthetic  gas.  Texaco  says  that  power 
produced  at  the  plant  should  be  competitive  with  that  from 
facilities  powered  by  fossil  fuels,  especially  if  the  company  can 
charge  sludge-removing  fees.  And  since  the  gas  is  cleaned 
before  it's  burned,  Texaco  says  that  levels  of  sulfur  dioxide 
and  nitrogen  oxide  pollutants  will  be  only  20^f  of  the  Environ- 
mental Protection  Agency's  limits  on  those  gases. 


SHACK  YOUR  WAY 

TO  LOWER  CHOLESTEROL? 


[om's  advice  may  soon  change  from  "No  eating  between 
meals"  to  "No  meals  between  nibbles."  Snacking,  in- 
stead of  eating  full  meals,  can  significantly  reduce  the  level  of 
cholesterol  in  the  blood,  according  to  a  study  in  the  A'Civ 
England  Journal  of  Medicine.  A  group  of  doctors  affiliated 
with  the  University  of  Toronto  put  seven  men  on  one  of  two 
diets:  three  full  meals  or  17  snacks.  The  regimen,  mostly 
carbohydrates  and  no  meat,  was  the  same  in  both  diets.  After 
two  weeks,  both  groups  had  lower  cholesterol  levels.  The  full- 
mealers  were  down  only  4'a,  but  the  snackers  dropped  17 /f. 

Dr.  David  Jenkins,  who  headed  the  team,  says  that  when 
people  nibble  all  day  without  eating  big  meals,  the  body  slows 
the  rate  at  which  food  is  broken  down.  As  a  result,  Jenkins 
hypothesizes  that  nibbling  may  keep  the  insulin  in  the  blood  at 
a  steady  level.  Since  insulin  is  a  key  factor  in  determining  how 
much  cholesterol  the  liver  makes,  avoiding  big  insulin  jumps  is 
important  in  keeping  cholesterol  levels  low. 


A  LITTLE  SALT  AHD  WATER 

CAH  COOL  THE  AIR— AHD  CUT  COSTS 


In  the  days  before  air  conditioners,  sweaty  urbanites  used  to 
hang  a  wet  towel  in  front  of  a  fan  to  cool  the  air.  Now,  with 
conventional  air  conditioners  under  attack  because  their  refrig- 
erants can  damage  the  atmosphere,  the  idea  of  using  evapora- 
tion to  cool  the  air  may  make  a  high-tech  comeback.  James  R. 
Beckman,  a  chemical  engineer  at  Arizona  State  University, 
and  his  partner,  Walter  F.  Albers,  president  of  Albers  Technol- 
ogies, have  developed  an  air  conditioner  that  relies  on  a  solu- 


tion of  salt  and  water  to  cool,  purify,  and  dehumidify  the  i 
When  fresh  air  is  pulled  in,  it  passes  through  the  s 
solution,  which  removes  humidity,  pollen,  and  other  pollutai 
such  as  radon.  At  the  same  time,  heat  is  removed  from 
incoming  air.  In  the  final  step,  the  air  is  sprayed  with  wat|: 
which  evaporates  and  cools  the  air  to  a  chilly  54F  breeze.  1  jp; 
Albers  unit  is  slightly  larger  than  conventional,  central 
units  and  should  be  comparable  in  cost.  Because  it  doe: 
have  a  compressor — the  energy-gobbling  component  in  conv 
tional  air  conditioners — energy  costs  are  halved. 
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AH  ELECTROHIC  REFEREE 

FOR  SQUABBLIHG  ECOHOMISTS 


If  you  laid  all  the  economists  in  the  world  end  to  end,  the 
joke  goes,  they  still  wouldn't  reach  a  conclusion.  The  dij 
not  unfounded:  Economists  almost  always  disagree  on 
much  the  economy  will  grow,  when  a  recession  will  hit,  oi 
interest  rates  will  go  up  or  down. 

Now,  the  Institute  for  Empirical  Economics — a  joint  ven' 
between  the  Federal  Reserve  Bank  of  Minneapolis  and 
University  of  Minnesota — is  developing  a  computer  model 
may  increase  the  accuracy  of  economic  forecasts.  Christopl 
A.  Sims,  the  institute's  director  and  an  economics  professoi 
Minnesota,  is  using  a  Cray  2  supercomputer  to  build  a  mol 
that  he  hopes  will  predict  economic  growth  in  the  U.  S.,  Japj 
West  Germany,  and  other  major  industrial  nations. 

Sims's  model  is  based  on  statistics,  not  economic  theory, 
can  incorporate  scenarios  to  predict  the  effects  of  econoi 
forces,  such  as  the  impact  of  petroleum  shortages  in  sew 
countries  or  of  sharply  lower  West  German  interest  rates 
the  U.  S.  But  don't  count  on  economists  agreeing  anyti, 
soon.  It  will  take  at  least  two  years  for  Sims  to  figure  out  h 
well  the  model  works. 
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IHSTAHT  LAWH: 

JUST  ADD  BARK  AHD  STIR 
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Tired  of  the  back-breaking  la- 
bor that  goes  into  cultivating 
a  lush  lawn?  For  our  fast-paced 
lives,  the  answer  might  be  Min- 
ute Grass,  a  quick-growing  lawn 
that  comes  rolled  in  bundles  that 
are  a  cinch  to  carry  and  unfurl. 

Minute  Grass,  developed  in 
France,  is  the  No.  1  horticultural 
product  there.  Now,  it's  coming 
to  the  U.  S.  via  distributor  Min- 
ute Grass  Inc.  in  Studio  City, 
Calif.  Unlike  sod.  Minute  Grass 
does  not  grow  on  soil.  Instead, 
grass  seed  is  mixed  with  resin- 
ous conifer  bark,  a  waste  prod- 
uct of  lumber  mills,  and  spread  on  strips  of  perforated  plasl'-r.-sxi 
The  bark  is  a  rich  growing  medium  that  produces  thick  la«;  > 
cover  in  six  to  eight  weeks.  When  the  grass  is  ready,  the  stil- 
are  rolled  up  and  transported  to  sports  stadiums,  golf  couri*!  , 
movie  sets,  rooftops,  or  private  lawns.  ik..," 

The  strips  are  easy  to  install,  can  be  cared  for  like  conii 
tional  lawns,  and  may  even  be  more  resistant  to  weed  ir 
sion,  since  they  are  separated  from  the  ground  by  the  layei 
bark.  William  J.  Hirsty,  president  of  Minute  Grass,  says  , 
hopes  to  have  franchisees  growing  the  grass  nationwide  •'i':  jj 
next  fall,  offering  lawns  at  about  50$  a  square  foot  for  ar  •tesej 
more  than  10,000  square  feet. 


9mmM 


72  BUSINESS  WEEK/OCTOBER  1€,  1989 


SCIENCE  &  TECHNCi 


198y  UNIPHOrO.  INC^ 

This:  Your  Own  Library 
k  Photographs 

3U  need  a  photo,  the  two  stock 
can  accommodate  almost  any 
request.  From  corporate  settings  to 
ictivities,  from  landscapes  to 
the  Photo  Gallery™  and  the  Image 
iscs  offer  you  1500  and  4000  black 
;e  photos,  respectively, 
uggested  retail  price  of  under  $400 
ith  packages  come  with  cross- 
ed indices  for  easy  search.  All 
an  be  easily  exported  via  a  TIFF 
at.  Image  Folio  comes  with  manipu- 
ftware,  so  you  can  crop,  retouch, 
-in  effect,  you  get  your  own  dark- 
:ht  on  your  desktop. 


When  your  project  calls  for  illustrations  and 
creative  compositions,  turn  to  NEC's  Image 
Gallery™  disc.  Up  to  2800  hand-drawn  black 
and  white  images  from  Metro  ImageBase 
give  you  a  range  and  flexibility  hitherto 
unavailable  except  from  design  studios.  Use 
your  own  manipulation  software  to  make 
each  image  uniquely  yours. 

Whatever  your  area  of  expertise,  the  Image 
Gallery  disc  can  help  you  get  your  message 
across  in  a  dramatic  graphic  way.  Art  deco, 
business  graphics,  alphabets,  sports,  food, 
computers— pick  a  topic  and  find  numerous 
illustrations  to  fill  your  every  need. 

Let  NEC's  Clip  Art  3-D™  disc  put  fuU- 
color  computer  graphics  to  work  for  you. 
Over  2500  computer  generated  images  are 
available  to  you.  Stretch  them,  bend  them, 
rotate  them  up  to  a  full  360  degrees,  change 
any  or  all  of  the  colors,  emphasize  any 
section  of  the  graphic— with  Clip  Art  3-D 
you  are  in  total  control! 

As  with  the  other  NEC  packages,  the 
Image  Gallery™  and  Clip  Art  3-D  discs  cost 
under  $400  and  come  complete  on  a  single 
CD-ROM.  Also,  export  formats  available 
include  both  TIFF  and  EPS,  and  most 
packages  include  an  indexed  catalogue  of  all 
images  contained  on  the  CD-ROM. 


Future  Packages  Will  Mean 
Even  Larger  Libraries 

NEC  is  committed  to  expanding  its  line  of 
CD-ROMs  as  the  desktop  publishing  market 
increases.  Users  of  the  present  library  can 
anticipate  more  choices  in  the  future.  And 
new  packages  under  the  NEC  library  umbrella 
will  be  accommodated  by  the  current  reader, 
so  obsolescence  is  not  a  concern. 

If  the  CD-ROM  addition  to  desktop  pub- 
lishing brings  the  system  to  a  wonderful 
adolescence,  what  will  desktop  publishing  be 
like  when  it  grows  all  the  way  up? 

According  to  NEC,  their  libraries  will 
continue  to  grow,  and  give  users  access  to 
more  images  which  means  more  specializa- 
tion by  individual  users.  In  the  meantime, 
the  NEC  packages  are  about  to  turn  amateurs 
into  professionals— overnight.  And  that 
means  desktop  publishing  is  here  to  stay. 

The  text  for  this  special  advertising  section 
was  written  by  Ronald  J.  Bognore  in  conjunc- 
tion with  USA  Chicago,  Inc. 


Special  Advertising  Section 

Desktop  Publishing  Goes  Professional 


Copynght  <i>  1989  UNIPHOTO.  INC. 


From  typeface  families  to  professionally 
hand-drawn  images,  from  black  and  white 
photographs  to  three-dimensional  computer 
graphics,  the  NEC  product  line  expands  the 
power  of  desktop  publishing  to  an  unprec- 
edented level.  In  short,  NEC  affords  desk- 
top publishers  the  library  access  previously 
available  only  to  full-scale  graphic  design  and 
typesetter  companies. 

Professional  Sources  for  That 
Professional  Look 

A  graphics  and  typeface  library  is  only  as 
good  as  the  source  of  its  contents.  So  NEC 
went  to  the  best  in  the  industry.  They  got 
76  typefaces  from  AGFA  Compugraphic, 
thousands  of  stock  photos  from  UNIPHOTO 
Picture  Agency,  and  2800  professionally 
hand-drawn  images  from  Metro  ImageBase. 

The  basic  idea  is  to  give  individuals  and 
small  businesses  the  extensive  resources 
presently  available  only  through  specialty 
sources.  Now  the  stock  photo  catalogs  are 
digitized  on  your  personal  system.  No  more 
hours  wasted  searching  for  the  right  image, 
no  more  waiting  for  delivery,  and  no  more 
manual  cutting  and  pasting. 


'esktop  publishing  is  coming  of  age,  and 
it's  a  colorful  and  expansive  adolescence.  A 
blessing  of  the  eighties  for  small  businesses 
and  freelancers,  the  technology  was  none- 
theless born  to  the  limitations  of  memory 
and  storage  capacity.  Not  anymore,  however. 

NEC  Home  Electronics  (U.S.A.)  Inc.  has 
just  introduced  an  extensive  graphics  library 
on  CD-ROM,  the  much  heralded  storage 
medium  that  looks  exactly  like  a  compact 
disc.  Like  audio  CDs,  the  CD-ROM  is  play- 
back only.  (ROM  stands  for  read-only 
memory,  which  means  you  cannot  record  on 
the  disc.)  The  breakthrough  benefit  is  the 
amazing  capacity  availarle  on  only  one  disc: 
Each  CD-ROM  can  contain  up  to  600  mega- 
bytes, which  is  equivalent  to  1500  diskettes! 


The  Heart  of  the  System  is 
the  CD  Reader 

Long  a  leader  in  electronics,  NEC  applied  its 
years  of  experience  to  create  a  portable  CD 
reader,  the  Intersect™  CDR-35,  that  plugs 
into  a  SCSI  port  at  the  back  of  your  PC  and 
permits  access  to  any  CD-ROM.  Loading  is 
as  easy  as  popping  a  CD  into  your  home 
audio  player. 

Priced  under  $600  (suggested  retail),  the 
CD-ROM  reader  will  accommodate  any 
CD-ROM,  including  ones  not  offered  by  NEC, 
and  is  compatible  with  IBM-compatible  PCs 
and  with  Macintosh  computers. 

An  additional  feature  that  will  appeal  to 
some  users  is  the  reader's  ability  to  play 
stereo  audio  discs.  Detachable  and  comparably 
sized  to  the  portable  Discman'"  from  Sony, 
the  audio  player  unit  has  a  headphone  jack 
and  weighs  less  than  three  pounds.  The 
entire  unit  is  small  enough  to  be  held  in  one 
hand  and  is  portable,  so  the  more  adven- 
turous freelancer  can  take  the  desktop 
library  anywhere  a  laptop  will  go. 


Select  your  favorite  typefac 
from  76  AGFA  Compugraphic  foni 


The  Typeface  You  Want  Whenever 
You  Want  It 

The  typeface  product  from  NEC  is  the  Ty 
Gallery™  U.  For  under  $300,  you  receive 
Type  Director  and  three  typeface  families 
your  choice  from  AGFA  Compugraphic  ava 
able  on  your  single  disc.  Whenever  you  ne 
another  typeface  on  a  project,  one  phone 
call  and  your  credit  card  get  you  the  new 
typeface  instantly.  NEC  will  give  you  an 
unlocking  code  to  access  the  fonts  already 
resident  on  your  disc  for  an  additional  fee.i 
It's  that  simple. 


-Mi 


"I've  got  to  get 
to  the  type  shop.' 


0 


% 

^  %^  "5o!/,  are  my  feet  killing  me."  ^ 

t  c 


4  % 
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''What  do  you  mean  • 
printer  doesn't  deliver?"  ^  »^ 


4  % 


"Oh  no!  I'm  late  for  my  meeting 
%  with  the  illustrator." 


"//  they  don 't  have  y 
the  photo  I  need  here  ^ 
I'm  history."  # 


Introducing  CD-ROM ) 
It  lets  you  spend  less  time  using^i 


Now  you  can  do  all  of  your  desktop 
publishing  at  your  desk. 

You'd  better  take  a  seat.  Because  you're 
not  going  to  believe  all  the  things  you  can 
do.  Right  from  where  you're  sitting. 

With  CD-ROM  desktop  publishing 

from  NEC. 

All  you  need  is  a  CD-ROM  reader, 
desktop  publishing  and  CD-ROM  soft- 
ware and  your  computer.  Then  you'll 
have  the  tools  to  put  out  fii'st-rate 
desktop  publishing.  At  prices  that'll 
knock  your  socks  off. 

You  see,  ROM  stands  for  "read  only 
memory."  So  we  can  give  you  massive 
amounts  of  stock  photos,  type,  3D  clip 
art  and  line  art. 

In  fact,  there's  so  much  information 
that  you'd  need  over  3,000  floppies  to 
store  what  we  give  you  on  six  discs. 


Type  Gallery."  If  you  want  more  tyi,- 
faces,  you'll  have  to  buy  a  Type  Sho' 

You'll  never  have  to  wait 
for  someone  to  set 
your  type  again. 
Because  with  Type 
Gallery  PS,  you'll 
have  4  70  type- 
faces from  ^     Adobe.  Al 
on  a  single  CD-ROM  disij 
You'll  start               by  picking  youi 
favorite  typeface  families.  But  if  you 
ever  want  to  buy  a  font  you  don't  hav* 
just  call  our  toll-free  number.  Since  tl! 
rest  of  the  fonts  are  already  on  your 
disc,  all  we  have  to  do  is  unlock  the  ois 
you  want.  So  in  a  matter  of  seconds, 
you'll  be  ready  to  set  the  type  you  wa. 
And,  like  most  of  our  software,  it's  IE 
PC  and  Macintosh  compatible,  too. 
If  you  use  a  Laser.Jet  printer,  there; 

Type  Gallery  LJ.  j 
Seventy-si.x  typefaces  i; 
one  disc.  Includif 


I  can't  make  up  my  ^f^^TTTao.  l^^t  ^fj^  ^ '^''l.^^^^^ 
I  can't  make  u»  \caJ^  \ ,  >  '  '  ^ 


i^ublishing  from  NEC. 

and  more  time  using  your  head. 


Director  from  AGFA  Compugraphic. 
De  Gallery.  It's  like  having  a  type 
right  at  your  desk. 

0  Gallery"  and  Image  Folio." 
end  of  the  stock  search. 

you  can  have  over  1,500  black 
A'hite  stock  photos  (from 
'HOTO)  right  at  your  f  inger- 
With  Photo  Gallery, 
e's  everything  from 
le  and  pets  to  sail- 
3  and  sunsets.  What's 
,  all  the  images  are  available 
FF  files,  for  easy  placement, 
th  our  Image  Folio  program, 

1  have  thousands  more  photos  that 
■an  retouch  yourself. 

ere's  no  cutting.  No  pasting.  And, 
)f  all,  no  running  to  the  stock  house. 

Art  3-D  and  Image  Gallery." 

u  can  use  a  mouse,  you  can  be  an 

trator. 

'ou  ever  think  it  would  be  that  easy 
an  artist?  Well,  with  Clip  Art  3-D 


it  is.  You'll  have  over  2,500  images  you 
can  manipulate  any  way  you  like.  If 
that's  not  enough,  there's  also  Image 
Gallery.  Thousands  of  high-quality, 
hand-drawn  black  and  white  images 
(provided  by  IVletro  ImageBase)  you  can 
scale  up  or  down.  Not  only  that,  all 
the  images  are  stored  in  TIFF  and 
EPS  file  formats. 

So  it's  you  who'll  be  creating 
all  the  art.  Not  an  illustrator. 

It's  almost  time  to  get  up  on 
your  feet  again. 

After  all,  you  don't  have  CD-ROM  yet 
so  there's  probably  something  you 
have  to  run  and  do.  However,  you 
should  realize  by  now  that  there's  only 
one  place  you  really  have  to  sprint. 

Your  nearest  NEC  dealer.  Then,  '^j^^^^^wc, 
we  promise,  you  can  hang  up  your 
sneakers  once  and  for  all. 


iformation  Processini 


PUTERSI 


fHAT'S  AILING  IBM? 

lORE  THAN  THIS  YEAR'S  EARNINGS 

bloated,  too  dependent  on  mainframes,  and  hurt  by  technical  glitches 


|his  was  supposed  to  be  a  big  year 
for  IBM.  Not  exactly  time  to  break 
out  the  champagne,  but  a  year 
would  prove  to  Wall  Street  and 
petitors  that  Chairman  John  F. 
rs  has  been  doing  the  right  thing, 
ler  management,  21,000  early  retire- 
ts,  a  major  reorganization  in  the 
.,  new  products  from  top  to  bottom, 
a  revamped  marketing  strategy — all 
Id  help  Akers,  a  former  Navy  jet 
,  pull  IBM  out  of  the  four-year  earn- 
dive  it  went  into  just  after  he  was 
led  the  controls, 
it,  barring  divine  inter- 
ion,  that  won't  be.  Three 
i  before  its  third  quarter 


big,  proprietary  machines  bring  in  lots 
of  revenues  and  profits — an  estimated 
50%  and  65%,  respectively,  of  the  compa- 
ny's totals.  But  they're  no  longer  the 
stalwart  IBM  once  could  depend  on:  Com- 
petition is  growing,  sales  of  mainframes 
seem  to  be  fundamentally  slowing,  and 
IBM  is  having  to  cut  prices  to  hold  on  to 
its  60%-plus  market  share.  Meanwhile, 
the  company  hasn't  been  able  to  com- 
pete effectively  in  many  swifter-chang- 
ing, small-computer  sectors,  where  its 
mainframe  mentality  is  a  hindrance. 


BIG  BLUES 


to  end  on  Sept.  30,  IBM 
led  that  its  profits  for 

period  would  fall  short 
ven  the  most  pessimistic 
nates — in  fact,  as  much 
)5$  below  the  $2.10  per 
e  reported  a  year  before. 

stock  quickly  crashed 

points,  to  106,  a  52-week 

Analysts  have  slashed 
*  projections  for  1989  earnings  to  as 
!  as  $5.5  billion,  or  $9  per  share — far 
w  earlier  forecasts  of  about  $10.50, 
;h  would  have  put  IBM  within  spit- 
distance  of  its  $10.77  peak  in  1984. 
4FRAME  MENTALITY.  Now,  it  seems,  a 

record  will  elude  Akers  until  at 
1 1991.  The  reasons:  Still  loaded  with 
iss  personnel  and  other  overhead, 

continues  to  fly  on  essentially  one 
ine — mainframe  computers.  Those 


Wherever  one  looks  around  IBM,  problems  are  evident.  Here  are 
some  of  the  biggest: 

LAPTOPS  This  $2  billion  U.S.  market,  dominated  by  the  Japanese, 
is  gi-owing  by  40%  a  year.  Yet  IBM  has  no  competitive  product 

WORKSTATIONS  Worldwide  sales  for  these  powerful  desktop 
computers  are  $4.3  billion  and  growing  by  30%  a  year.  But  IBM's 
three-year-old  RT  PC  has  only  2%  of  the  market 

SOFTWARE  IBM  reports  strong  sales  for  its  PS/2  line  of  personal 
computers.  But  its  proprietant'  operating  system,  or  basic  soft- 
ware, for  these  machines,  isn't  keeping  pace.  And  software  for 
networking  IBM's  entire  product  line  is  years  from  completion 

MINICOMPUTERS  After  a  fast  start  over  the  past  year,  sales  of 
the  AS/400  mini  ;u-e  slowing.  The  "easy"  sales  are  over 

DESIGN  AND  MANUFACTURING  A  major  new  disk  drive  has  been 
delayed  indefinitely  while  its  design  is  refined.  Chip  problems  de- 
layed a  mainframe  processor  early  this  year.  With  typical  gross 
margins  in  the  70%  range,  the  delays  have  seriously  hurt  profits 


pany  has  also  postponed  indefinitely  a 
major  new  mainframe  disk  drive  that  it 
was  to  have  begun  shipping  by  now. 
And,  surprising  some  analysts,  IBM  said 
it  is  writing  twice  as  many  operating 
leases  this  year  as  last.  That  will  delay 
the  collection  of  almost  $2  billion  in  reve- 
nues until  1990  and  beyond.  All  told,  con- 
cludes Don  Young,  a  Sanford  C.  Bern- 
stein &  Co.  computer  analyst,  IBM's 
revenues  this  year  may  reach  only  $62.7 
billion,  about  even  with  1988's  and  some 
$2  billion  less  than  expected. 

NO  LAPTOP.  Even  without 
those  factors,  Big  Blue  faced 
a  tough  1989.  A  strategic 
software  scheme  for  unify- 


A  SETBACK 
FOR  IBM 


ESTIMATES  AS  OF  SEPT  26,1989 
III  ESTIMATES  AS  OF  SEPT.  27,1989 


■85     '86  '87 


89  '90 


,  OOLURS 


DATA:  COMPANY  REPORTS,  BW 


MAINFRAMES  IBM's  3090  mainframe,  close  to  the  end  of  its 

product  cycle,  is  increasingly  vulnerable  to  smaller  machines. 
Leasing  is  up,  too,  which  pushes  revenues  into  the  future 

DATA:  COMPANY  REPORTS,  BW 


Still,  as  Akers  pointed  out,  "demand 
for  IBM's  products  and  services  through- 
out our  product  line  continues  to  be 
good  worldwide."  IBM  blamed  short-term 
factors  for  its  disappointing  profits.  The 
strength  of  the  dollar,  it  said,  turned  out 
to  be  greater  than  anticipated,  adversely 
affecting  currency  translations  from 
overseas  operations,  which  contribute 
more  than  half  of  IBM's  revenues. 

Because  of  technical  glitches,  the  com- 


ing its  three  incompatible 
computer  lines  is  still  mostly 
promise.  Except  for  PCs, 
moreover,  IB.M's  small  com- 
puter business  is  soft.  In 
midrange  computers,  its  AS/ 
400  minicomputer  has  come 
off  a  bang-up  first  year  that 
saw  perhaps  20,000  previous 
owners  of  the  old  IBM  Sys- 
tem/38 convert  to  the  new  machine.  But 
getting  about  200,000  owners  of  the 
smaller  and  simpler  System/36  series  to 
change  over  is  proving  harder.  Many  are 
small  businesses  that  simply  don't  need 
the  AS/400's  sophisticated  data  base  and 
networking  functions. 

Beyond  that,  IBM  is  almost  absent 
from  two  of  computing's  hottest  seg- 
ments. It  has  no  laptop  computer,  even 
though  that  $2  billion,  Japanese-dominat- 


MTION  PROCESSING 
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WhyifsvitaltDdllAmei 
environmental  trust  fcl 


SOMEBODY'S  CLEANING  UP, 
BUT  IT'S  NOT  THE  ENVIRONMENT 

Federal  legislation  creating  Superfund 
was  first  enacted  almost  10  years  ago. 

Priority  action  has  been  set  for  1,200 
of  the  most  hazardous  waste  sites.  And 
the  list  IS  growing. 

Only  27  have  been  cleaned  up. 

Despite  the  fact  that  at  many  sites  it's 
impossible  to  tell  who  caused  what  and 
when,  as  much  as  60%  of  cleanup  funds 
go  toward  legal  expenses  in  costly  efforts 
to  fix  the  blame  instead  of  the  problem. 

Why  should  one  parh  bear  the  sole  burden 
for  what  amounts  to  a  broad  public  problem? 

Businesses  and  public  agencies  are 
being  held  liable  today  for  environmental 
damage  that  was  not  considered  illegal 
or  intentional  25,  30  or  40  years  ago. 

The  cost  to  clean  up  just  one  existing 
toxic  waste  site  can  run  as  high 
as  several  billion  dollars.  If  individual 
companies  are  found  responsible, 
the  resulting  expense  could  put  them 
at  a  serious  competitive  disadvantage. 

V/hy?  Because  current  law  requires 
them  to  pay  for  cleaning  up  the  residue 
of  economic  progress-progress  from 
which  \  'eVe  all  benehtted. 


MaUonal 
BnvironmentaV 

Trust  Funa 


Legislation  is  needed  to  create  a 
National  Environmental  Trust  Fund. 

THERE'S  MORE  ACTION  IN  THE  COURTROOM 
THAN  AT  THE  CLEAN  UP  SITES. 

Imagine  holding  a  construction  com- 
pany liable  for  rebuilding  an  old  office 
building  whenever  a  new  building  code 
is  issued.  This  form  of  retroactive 
liability  is  doing  as  much  harm  to  our 
efforts  to  deal  with  toxic  waste  as  toxic 
waste  has  done  to  the  environment. 

At  AIG,  we  think  its  high  time  to  find 


3ns  to  create  a  national 
...andtodosonow. 


setter  approach  to  the  problem  of  clean- 
.ng  up  old  hazardous  waste  sites.  One 
that  spreads  the  cost  more  broadly-and 
more  equitably. 

HERE'S  AN  IDEA  THAT  MAY  SOUND  SELF-SERVING 
UNTIL  YOU  SEE  HOW  MUCH  SENSE  IT  MAKES. 

We  propose  creating  a  National 
Environmental  Trust  Fund  similar  to  the 
National  Highway  Trust  Fund. 

Its  resources  would  be  dedicated  solely 
to  cleaning  up  those  hazardous  waste 
sites  where  no  intentional  environmental 
harm  was  done  by  firms  which  under 
todays  laws-applied  retroactively-are 
forced  to  pay  astronomical  cleanup  costs. 

The  fund  could  be  hnanced  by  adding 
a  separate  fee  to  commercial/industrial 
insurance  premiums  now  paid  in  the  U.S. 

Even  a  modest  assessment-say,  2% 
of  premiums-would  provide  about  $40 
billion  over  the  next  decade,  more 
than  enough  to  deal  w^th  the  top  1,200 
highest  priority  waste  sites. 

Funds  would  be  collected  by  insurance 
companies  and  remitted  to  a  responsible 
agency  with  an  advisory  board  of  private 
citizens  and  public  officials  charged 
with  administering  the  program. 

Just  think. 


A  new  way  to  finance  Superfunds 
mission  v^thout  the  need  for  new  taxes, 
a  new  government  agency  or  unproduc- 
tive legal  hassles. 

Why  IS  AIG  RUNNING  ADS 
LIKE  THIS? 

AIG  (American  International  Group) 
is  the  largest  underwriter  of  commercial 
and  industrial  insurance  in  America, 
and  the  leading  U.S. -based  international 
insurer 

The  nature  of  our  business  means  we 
deal  every  day  with  issues  affecting  the 
future  of  the  world  economy 

We've  started  this  dialogue  to 
encourage  people  like  you  to  help  shape 
the  future. 

Perhaps  you'll  want  to  keep  the  ball 
rolling  by  discussing  this  with  your  pub- 
lic representative,  environmental  or 
trade  group.  We  hope  you  will. 

Shouldn't  we  stop  trying  to  fix  the 
blame  and  start  trying  to  fix  the 
problem? 

If  you  have  thoughts  of  your  own  to 
share,  write  M.R.  Greenberg,  Chairman, 
AIG,  70  Pine  Street,  New  York,  NY  10270. 


MG 


World  leaders  in  insurance 
and  financial  services. 


The  Legg  Mason  Value  Trust 


The  fund's  total  return 
asof  Iune30,  IWwas: 

CUMULATIVE 
TOTAL  RETURN 

AVERAGE  ANNUAL  | 
TOTAL  RETURN  | 

flNF  YFAR 
unc  luiii 

July  1.1988  to 
June  30. 1989 

16.67^ 

18.67'*^ 

FIVE  YEARS 
JUlyl.1984tO 
June  30. 1989 

i25.76* 

17.89% 

LIFE  OF  FUND 
Apmi6.1982t0 
June  30. 1989 

336.46*^ 

22.68* 

$1000  MINIMUM  INVESTMENT 


The  investment  return  and  principal 
value  of  an  investment  in  the  fund  will 
fluctuate  so  that  an  investor's  shares,  when 
redeemed,  may  be  worth  more  or  less  than 
theiroriginalcost 

The  returns  shown  are  based  on 
historical  resultsand  are  not  intended  to 
indicate  future  performance. 

Calculations  include  reinvestment  of 
capital  gains  and  dividends 

For  a  prospectus  containing  more 
complete  information,  includingcharges 


and  expenses,  please  contact  your  Legg 
Mason  investment  broker  or  call  toll-free 

1-800-822-5544 

Read  the  prospectus  carefully  before  you 
invest  or  send  money 


LEGG 


VALIE 
THIST 


U'm  Mason  fKn  Unvslmcnnradilm  Sime  1899 
The  Legg  Mason  Tower,  Baltimore.  MD  21203 
Available  exclusively  through 
Legg  Mason  and  Legg  Mason  Howard  Weil 


This  advertisement  does  not  constitute  an  offer  in  any  state 
in  which  such  an  offer  may  not  be  lawfully  made 


There's  one  news  analysi.s  program  considered  "can't  miss"  by  Washington  officials. 
The  McLaughlin  Group. 

Among  its  chief  assets  are  the  wit  and  intellect  of  John  McLaughlin,  Eleanor  Cilift, 
Fred  Barnes,  Morton  Kondracke,  Pat  Buchanan  and  Jack  Germond. 

I  hey  provide  insightful,  often  prescient,  political  commentary  on  the  most  up-to- 
the-minute  developments.  Often  with  heated  exchanges. 

So  tune  in  to  l  lic  McLaughlin  (iroup.  It's  comprehensive,  contentious  and. . . 
contjigious. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  fife. 


I 


ed  market  is  growing  at  40'a  a  year.in  i 
engineering  workstation.s,  where  sis  ' 
of  $4.3  billion  are  expanding  at  30/la 
year  or  more.  IBM  has  a  mere  2^/(  marjt 
share.  Even  with  new  workstations  s-  i 
pected  for  early  1990,  it  may  take  ye;i; 
for  IBM  to  catch  up  with  market  leads 
Sun  Microsystems,  Hewlett-Packai, 
and  Digital  Equipment. 

In  PCs,  IBM  actually  has  recoveld 
some  lost  momentum.  Market  reseaijii- 
er  StoreBoard  Inc.,  for  instance,  caja- 
lates  that  IBM's  machines  accounted  jr 
30.39'  of  1989  dealer  revenues  throt,4i 
last  August,  up  from  the  comparajte  ; 
1988  period.  Still,  fewer  than  57^  of  4 
tomers  using  IBM-compatible  PCs  hjie 
installed  IBM  and  Microsoft  Corp.'s  0;'2 
operating  systein,  the  machine's  hik 
software.  0S/"2  is  the  basis  of  an  arai- 
tious  PC-to-mainframe  office  automatm 
scheme  that  IBM  unveiled  last  spring 
FAULTY  CHIPS?  Mainframes  have  CTi- 
pensated  for  these  shortcomings  ujl 
now.  But  this  year,  IBM  is  even  stifle 
bling  in  what  it  usually  does  best.  Edy 
in  the  year,  the  company  slipped  deli^r- 
ies  of  its  $1  million-and-up  Model  30£-S 
central  processors  by  a  few  months  e- 
cause  of  what  it  said  were  low  manux- 
turing  yields  in  logic  microchips.  Tr?s- 
lation:  Only  a  few  frorn  each  ba:h 
worked.  Consultants  such  as  the  Msa 
Group  in  Westport,  Conn.,  say  ti|t 
many  of  the  processors  that  were  n- 
stalled  turned  out  to  be  faulty. 

Worse  were  IBM's  disk-drive  probles. 
Customers  had  been  expecting  a  m 
generation  of  mainframe  disk  drives  lis 
past  summer,  with  shipments  startg 
about  now.  The  drives,  code-named  0- 
quel,  would  be  more  compact  than  le 
1980-vintage  IBM  3380  drives  currenthm 
use,  yet  would  store  more  data  ijci 
cough  it  up  faster  to  the  central  procjp- 
sor.  The  new  products  also  would  h»ie 
generated  some  $1  billion  in  revenas 
this  year  and  as  much  as  $8  billionin 
1990,  according  to  Soundview  Finanal 
Group's  IBM  analyst,  Stephen  Cohen,  "at 
even  with  selected  customers  success  il- 
ly field-testing  the  new  drive,  IBM  in  .u- 
gust  indefinitely  postponed  the  forial 
introduction  of  it,  claiming  that  m:e 
work  was  needed  to  perfect  its  desij. 

What  went  wrong?  IBM  won't  say,  it 
the  problem  almost  certainly  relatesfic 
the  company's  attempt  to  cram  mpe 
data  into  each  square  inch  of  the  cjik 
drive's  aluminum  platters.  James  Porir, 
president  of  Disk/Trend  Inc.  in  Mojn- 
tiiin  View,  Calif.,  which  tracks  the  wctd 
disk  industry,  says  the  Soquel  pro;pt 
was  delayed  several  times  before  M 
summer.  Design  and  manufacturlg 
problems,  he  adds,  "are  one  of  thse 
facts  of  life"  when  building  advanfd 
disk  drives.  IBM  customers  this  yjir 
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Quick.  Name  the  office  copier  that  produces  60  clean,  clear  copies  per 
minute.  The  one  that  lets  you  copy  both  sides  of  an  original  without  slowing 
down.  And  stores  copy  quantity  and  sorting  commands  for  future  use. 

We  call  it  the  BD-9230.  But  you  can  think  of  it  as  the  fastest  solution  to 
all  your  copier  needs.  Call  1-80()-GO-IX)SHIBA. 


S 


The  BD-9230  Systrnt 

Fliin  m  c  (jnllilh  Juym  i  Fas>i  \l  iiumtiii  in  the  world  60  aipu  s  per  minute 


In  Touch  with  Tomorrow 

TOSHIBA 

Copier  Systems 


How  To  Get  An 
Edge  That  Matters 
On  Wall  Street 


Important  changes  in  the  securities  industry  are  taking  place  every  day  Globalization 
ot  the  marketplace  and  declining  volume  are  making  the  financial  industry  more 
competitive  than  ever  Changes  are  coming  more  rapidly  than  at  any  other  time  in 
the  business. 

How  can  you  keep  up  with  all  the  latest  developments  and  gain  insight  on  their 
impact  on  the  brokerage  business;* 

By  subscribing  to  SECURITIES  WEEK-the  publication  that  built  its  reputation  on  pro- 
viding dependable,  accurate  news  exclusively  devoted  to  the  securities  industry. 

SECURITIES  WEEK,  the  premier  financial  industry  newsletter,  offers  a  wealth  of 
hard-hitting  news  on  securities,  futures  and  options,  financial  services,  and  related 
businesses.  Our  news  reports,  many  times,  are  ahead  of  the  daily  press.  We  offer 
you  the  kind  of  thorough  analysis  of  Wall  Street  that  is  not  found  elsewhere. 

Don't  delay!  Take  advantage  of  this  offer  to  subscribe  for  a  full  year  at  $1,130  U.S./ 
Can.  ($1,140  Int'l.).  Just  call  our  Circulation  Dept.  (800)  445-9786  or  (212)  512- 
2184.  If  at  any  time  you  are  not  satisfied,  we  will  gladly  refund  your  money 


T.  Rowe  Price  Equity  Income  Fund  follows  a  conservative  strategy 
of  invesnng  primarily  in  high-quality  stocks  that  generate  high  dividends 
It  has  been  ranked  the  #  1  equity  income  fund  for  the  3-year  period  ended 
6/30/89.*  Active  management 
helps  maintain  attractive  returns 
with  reduced  risk.  $2,500 
minimum  initial  investment 
($1,000  forlRAs). 
No  sales  charges! 


I     T  Rowe  Pnce,  100  E  Pratt  St .  Baltimore.  MD  21202  ^ 
Send  a  prospectus  with  more  complete  intoniiation, 
including  management  fees  and  other  charges 
and  expenses  I  will  read  it  carefully  before  I  invest 
or  send  money 


Call  24  hours  for 
a  free  information  kit 

1300-638-5660 
ext.  9007 


Name 


Address 


EIF009007 


Ciry/State/Zip 


Invest  Witli  Confidence 

TRoweH-ice 


Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  original  purchase.  'According  to  Lipper  Analytical  Services,  Inc.,  which  monitored  55  equity 
income  funds  for  the  3-year  period  ended  6/.30/89,  T.  Rov/e  Price  Investment  Services,  Inc.,  Distributor 


watched  the  company  gut  hundredsof 
3380s  when  wobbling  in  their  bearij 
threatened  to  obliterate  data.  Loath 
repeat  that  experience,  IBM  has  held| 
with  the  3380  replacement  until  it's 
the  drive  can  be  built  in  volume. 
SECRECY  PLEDGE.  Even  when  it  has  k 
goods,  moreover,  IBM  is  facing  unusu^' 
intense  competition.  Amdahl  Corp.,  pi- 
instance,  has  used  its  affiliation  with  lu 
jitsu  Ltd.  to  bring  out  processors  tjai 
run  370  software  faster  than  IBM's  net 
powerful  machine;: — and  cost  107f  I'fc 
That  has  helped  Amdahl  boost  its  shjte 
of  the  market  for  large  IBM-compatpe 
processors  to  13'"'^  from  10%  in  |rv 
years.  And  Hitachi  Data  Systems  Coj., 
formerly  National  Advanced  Systeis. 
says  it  is  currently  unable  to  meet*- 
mand  for  its  IBM-compatible  disk  dri'js, 
IBM's  response:  cutthroat  pricing.  Gjc 
are  the  days  when  it  sold  at  list  pris 
Now,  as  its  European  subsidiaries  h?f 

To  maintain  its  60%  shart 
in  the  mainframe  market, 
IBM  is  now  doing  the 
unthinkable:  Slashing  price; 


done  for  several  years.  IBM  is  slasbg 
U.S.  prices  by  as  much  as  40'/^.  T|it 
tactic  may  help  maintain  IBM's  marit- 
leading  60'A-plus  share  in  mainfrails 
and  all  the  customer  influence  thatd- 
genders.  But  IBM  now  risks  having  aljts 
large  customers  seek  price  concessiffls. 
The  company  often  secures  a  secrfv 
pledge  when  it  grants  discounts.  N(!ie- 
theless,  says  William  D.  Easterbnk, 
who  follows  IBM  for  Kidder,  Peabod;i& 
Co.:  "it's  hard  to  keep  these  things  li- 
et."  By  cutting  prices  too  much,  le 
fears,  IBM  risks  "killing  the  goose  ikt 
lays  the  golden  egg" — and  that  funs 
essential  product  development.  IBM  trli- 
tionaily  has  used  its  hefty  mainfniie 
profits  to  subsidize  low  prices  in  otijr. 
more  competitive  markets,  a  stratj} 
few  rivals  can  match. 

This  threat  to  mainframe  profits  is 
likely  to  persist  until  IBM  replaces  ni' 
System/370,  probably  in  1991.  A  desai 
dant  of  IBM's  famous  System/360,  cc;i 
1964,  the  370  is  becoming  easily  >Jt 
gunned  in  many  jobs.  The  industn  is 
abuzz,  for  example,  over  Tandem  Cm 
puters  Inc.'s  recent  win  of  a  big  contiic. 
from  the  California  Motor  Vehios 
Dept.  Public  documents  show  that  a  10 
million  Tandem  system  outperforme  a 
$23  million  System/370.  | 

The  370  is  soon  to  face  even  msre 
competition.   In   November,  Diga! 
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RIGHT  NOW 
SELfCTED  GM  MODELS 
COME  WTTH  THESE 

SPECIAL  OPTIONS 


6.9% 

^  >>^J>.R.  for  24  months 


AMOUNT 
FINANCED 


$10,000 


$12,000 


$15,000 


MONTHLY 
PAYMENT 


$448 


$537 


$671 


TOTAL 
FINANCE 
SAVINGS* 


$  764 


$  917 


$1,147 


8.9% 


A.P.R.  for  36  months 


MONTHLY 
PAYMENT 


$318 


$382 


$477 


TOTAL 
FINANCE 
SAVINGS* 


$  836 


$1,003 


$1,254 


99% 


A.RR.  for  48  months 


MONTHLY 
PAYMENT 


$254 


$304 


$380 


TOTAL 
FINANCE 
SAVINGS* 


$  915 


$1,098 


$1,373 


10.90/^ 

A.P.R.  for  60  months' 


MONTHLY 
PAYMENT 


$217 


$261 


$326 


TOTAL 
FINANCE 
SAVINGS* 


$  880 


$1,056 


$1,320 


Pick  the  special  low  rate  and  term  that  fits 
your  budget  on  these  great  GM  cars  and  trucks 


'90  MODELS 

® 

BUICK 

f 

PONTIAC 

Old 

smc 

)blle 

CHEVROLET 

'89  MODELS 

Oldsmoblle 

CHEVROLET 

Century  6000t 
Electro  Bonnevlllet 

(excludes  Wagon)  Grond  Amt 
Pork  Avenue  Grond  Prixt 

(excludes  Ultrd) 
LeSdbre 
SkylorK 


Cutlass  Clero 
Cutlass  Colols 
Cutlass  Supreme 
Ninety-Eight  Regency 
Touring  Sedon 
Delto  88  Royole 


S15  Pickup 

2-  &  4-Wtieel  Drive 
S-15  Jimmy 

2-  &  4-VWieel  Drive 


Corsico 

Lumino  (Sedon) 
S-IO  Pickup 

2-  &  4  Wheel  Drive 
S  IO  Blozer 

2-  &  4  Wheel  Drive 


Cutloss  Clero 
Cutloss  Calols 
Cutloss  Supreme 
Ninety-Eight  Regency 
Touring  Sedon 
Toronado 
Trolfeo 

Delta  88  Royale 


Sofori  Von 

Vanduro/Rolly  Wagon" 
S-15  Pickup 

2-  &  4-Wheel  Drive 
S-15  Jimmy 

2-  &  4-Wheel  Drive 
Full-size  R/Vs 

2-  &  4-Wheel  Drive 
Full-Size  Jimmy 

4-Wheel  Drive 
Suburbon 

2'  &  4-V^eel  Drive 
Full-size  Pickup 

ond  Chassis-Cob 

2-Wheel  Drive 


Caprice 
Caprice  Wagon 
Comoro 
Covolier 
Geo  Metro 
Astro  Von 

Sponvon/Chevy  Von" 
S-IO  Blazer 

2-  &  4-Wheel  Drive 
S-IO  Pickup 

2-  &  4-Wheel  Drive 
Full-Size  R/Vs 

2-  &  4-Wheel  Dnve 
Full-size  Blozer 
4-Wheel  Drive 
Suburbon 

2-  &  4-VWieel  Drive 
Full-Size  Pickup 
ond  Chossis-Cob 
2-Wheel  Drive 


GMAC 

FINANCIAL  SERVICES 
CHEVROLET  •  PONTIAC  •  OLDSMOBILE  •  BUICK  •  GMC  TRUCK 

'Finance  savings  are  figured  on  a  comparison  of  special  finance  rates  to  an  A, PR  of  13  79%,  wtiicti  is  based  upon  GMAC  financing  data  for  new 
GM  vetiicles  not  eligible  for  a  special  rate  program  in  the  month  of  August  1989  and  assumes  a  20%  down  payment.  Dealer  financial  participation  may 
affect  consumer  cost.  Retail  buyers  should  see  their  participating  GM  dealer  for  qualification  details.  GMAC  is  an  Equal  Credit  Opportunity  Company. 


tSpecial  rates  are  not  available  on  1990  Pontiac  models  in  California.  Arizona  and  Nevada 


'Models  03  and  32  excluded. 

c  1989  GMAC  All  Rights  Reserved. 


open  10,000  new  locatioi 


With  AT&T 800  Service, your  business 
can  grow  faster.  And  for  a  lot  less  than 
you  thought. 

Imagine  having  branches  in  every 
corner  of  the  country  Imagine  them  being 
built  in  just  a  few  days.  Imagine  the  profits 
from  all  those  locations. 

That's  what  it  feels  like  to  have  one 
of  AT<S:T's  family  of  800  services.  Almost 
instantly  you're  reaching  customers  nation- 
wide to  increase  revenue,  expand  markets 
and  improve  service.  No  matter  what 


your  lousiness  is  or  how  big  it  is,  AT&T  has 
an  800  service  that's  remarkably  elfective 
And  surprisingly  affordable. 

Why  AT&T?  Compared  to  our  basic 
800  service,  other  800  services  are  30% 
more  likely  to  block  your  customers' calls 
And  lost  calls  mean  lost  business.  Plus, 
they  take  up  to  50%  longer  to  connect  cal 
which  means  impatient  customers  may 
just  hang  up  for  good. 

In  addition,  no  other  service  has  NTs 
range  of  advanced  800  features  to  help  al 


©1989  AT&T 


^Tuesday 

r  customers  reach  you  more  efficient!): 
iNot  only  does  AT&T  800  Service  offer 
best  quality  it  also  comes  at  an  extremely 
ipetitive  price.Through  October  17  you 
have  AT&T  800  Service,  or  add  advanced 
features,with  no  installation  charge, 
ich  makes  AT&T  800  Service  an  incredible 
le  that  can  help  your  business  grow 
edibly  fast. 

Call  your  AT&T  Account  Executive 
800  222-0400  for  details  about  how  this 
r  can  apply  to  your  business. 


AT&T 

The  right  choice. 


Master  Financial  Markets 
With  ComStock  Real-time  Quotes 

ComStock  supports  advanced  investment  strategies  with: 

•  Real-time  quotes  for  over  63,000  U.S.  and  foreign  stocks,  options, 
futures,  market  indices  and  foreign  exchange  instruments 

•  l^eliable  international  satellite  or  phone  line  communications 

•  Financial  news  updated  continuously 

•  PC  or  standard  terminal  compatibility 

•  Technical  analysis  with  PC  software 


Call  800-431-5019 


In  N.Y.  and  Canada  914-725-3477 

670  White  Plains  Road,  Scarsdale,  New  York  10583 

Sen'icc  is  avnilnhic  for  as  little  a>  $295  per  )iio)itli  plus  cxcluiii\^c  fees. 


This  could  be  your  key 
toTortress  Europe" 


The  nations  of  the  luiropean  Community  will  become  one  umhed  deregulated  market  at 
the  end  ot  l'j'>2.  The  changes  now  taking  place  represent  both  increased  opportunity  and 
challenging  problems  for  your  business. 

To  help  you  deal  strategically  with  these  changes.  Business  Week  and  the  Foreign  Policy 
Association  recently  convened  over  40  government  and  business  leaders.  Their  critical 
opinion  and  advice  are  now  available  exclusively  in  the  Business  Week  Executive 
Challenge  Video  Program,  1992  ami  Beyond:  The  Resluipiiv^  nf  Europe. 

To  request  a  free  prospectus:  Call  800-822-1105  (Operator  61) 
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Equipment  Corp.  will  introduce  its  M 
mainframe-class  VAX  computer,  cife- 
named  Aridus.  And  companies  sucias- 
Sequent  Computer  Systems,  Pyraici 
Technology,  and  Arix  are  proving  W 
mainframe  jobs  can  now  be  run  fc^si 
tenth  of  the  cost  on  parallel-proces!^g 
machines  built  from  gangs  of  cheapiai- 
croprocessors.  Says  PaineWebbf's 
Smith:  "IBM  is  very  vulnerable"  in  ,ib5 
like  the  one  Tandem  just  won. 

What's  primarily  saving  the 
against  technological  threats  is  cust'^- 
ers'  investment  of  billions  of  dollari 
software  for  it — programming  that  i'lt 
easily  discarded  just  to  save  on  h  Si- 
ware.  But  that  advantage  is  shrinkf 
More  new  programs  are  being  wria 
for  small  computers  than  for  IBM  3te.- 
mainly  because  the  hardware  is  checier 
and  in  many  cases  easier  to  progrin. 
IBM  is  working  at  top  speed  to  cnite 
new  software  that  will  shield  progrft- 
mers  from  many  of  the  370's  compfc 
ities  and  help  tie  it  into  efficient  "dislp-j 
uted  processing"  networks  incorporaw' 
midrange  computers  and  PCs,  too.  Thfs 
the  goal  of  the  company's  widely  bjf-^ 
hooed  Systems  Application  Architectle: 
(SA.^),  an  evolving  set  of  software  spelfe 
cations.  But  it  will  be  years  before  i^i 
begins  to  pay  off  for  IBM  as  more  thjj# 
way  to  mollify  customers.  i 
KEY  DEALS.  The  outlook  isn't  enti:^ 
bleak  for  IBM.  It  has  the  leeway  to  kj 
370  and  AS/400  equipment  at  extrenf 
competitive  rates — which  it  has  been 
ing  with  a  vengeance,  say  competit*. 
With  "a  balance  sheet  that  looks  lik  a 
bank's,"  as  Kidder's  Easterbrook  putft, 
IB.M  can  easily  afford  to  use  aggressi^lfe^ 
priced  operating  leases  to  win  key  di^s, 
away  from  poorer  competition,  ie 
doubts  that  IBM  is  returning  to  the  Id 
of  heavy  reliance  on  leasing  it  show 
before  1980,  since  leasing  will  accoiti 
for  only  4%  of  IBM's  revenues  this  yiH. 
That  figure  should  fall  once  IBM  sbB 
selling  the  System/370's  successor.  |i- 

But  with  so  many  problems  still  eg- 
ging the  company,  the  question  remajs; 
Is  Akers  on  the  right  track?  Yes,  fS 
most  analysts,  who  praise  IBM's  miy 
recent  investments  in  software  con|R- 
nies,  its  use  of  faster  chips  in  its  lis, 
and  plans  for  yet  another  mainfrjif 
disk  drive  in  1990.  They'd  just  like  to  »e 
him  cut  costs  faster.  Says  Easterbrcic 
"The  best  thing  IBM  could  do  would  hoo 
lose  30,000  to  50,000  people  overnigl." 
Hardly  likely,  of  course,  given  the  co- 
pany's  practice  of  no  layoffs.  Still,  1i 
has  just  begun  its  third  early-retiremit 
program  in  as  many  years,  hopingso 
trim  600  to  1,000  manufacturing  jobs.Vt 
least  Akers,  the  ex-fighter  jock,  kmfs 
that  he's  still  flying  into  flak.  ■ 
By  John  W.  Verity  in  New  Y^l 
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THE 
BEST  OF 
LIFE 

For  the  last  50  years 
Northwestern  Mutual  Lite  has  ranked 
first  in  dividend  pertbrmance 
for  its  policyowners  more  times 
than  any  other  company. 


Nprthvyestern 
Mutual  Life 

The  Quiet  Company® 


Source:  An  NML  study  of  20  year  interest-adjusted  cost  histories  for  comparable  ordinary  life  policies  as  published  by  Flitcraft  Compend  and  Best's  Flitcraft  Compend 
for  the  years  1940-1989.  Dividends  are  not  an  estimate  or  guarantee  of  future  results.  ©  1989  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee.  Wl 


The  chance  for  a  better  education, 
a  better  job,  a  better  home.  That's  what  every 
generation  tries  to  pass  on  to  its  children. 

For  over  200  years,  upward  mobility 
has  seemed  to  be  our  birthright. 

But  now  a  generation  of  Americans  may 
have  to  lower  expectations.  Homeownership 
may  be  slipping  out  of  reach. 

Tbday  s  prices  are  taking  their  toll  on 
young,  would-be  home  buyers.  Coming  up  with  a 
down  payment  is  getting  tougher  and  tougher. 

Monthly  payments  aren't  much  easier. 
TDday's  median-priced  home  absorbs  nearly 
50%  more  family  income  than  it  did  in  1968. 

Does  all  this  mean  our  children  should 
give  up  hope  of  owning  a  home? 

At  Fannie  Mae,  we're  doing  our  best 
to  make  sure  that  doesn't  happen.  We  can't  do 
much  about  home  prices,  but  we  can  help 
families  of  modest  means  buy  homes. 

Over  the  last  year,  some  30%  of  our 
loans  have  been  for  $40,000  or  less,  about 
what  a  family  with  an  annual  income  of  $19,000 
could  afford  to  borrow  to  buy  a  home. 

That  helped  put  300,000  such  families 
into  homes  last  year  alone.  In  our  50  years  in 
business,  we've  helped  millions  of  them. 

Tbday  we're  already  hard  at  work  for 
the  next  generation,  searching  for  solutions  to 
keep  the  hope  of  homeownership  alive.  As  the 
USA's  Housing  Partner,  that's  our  job. 

FannieMae 

-^^^^  The  USA's  Housing  Partner 


:ation  Has  Moved 
WaiTTie  Next? 


Everything  OS/2  can  do  for  you. . . 


C)S/2'"  iin-ludes  a  built-in 
graphical  interface 
so  its  easy  to  use. 


OS/2  lets  you  run  vour 
DOS  programs  plus  hundreds 
of  programs  DOS  can't. 


OS/2  provides  an  optional 
Communications  Manager 
which  allows  easy  networking. 


OS/2  lets  vou  run  programs  larger 
than  6  tOK,  so  vou  can  use 
more  powerful  applications. 


IBM  Operating  System/2' 

Installation  Diskette 


Version  1  10  "T'  Copyright  International  Business 
Machines  Corp  1981,  1986 
Licensed  li/laterial  -  Program  Property  of  IBM  ■ 
All  Rights  Reserved 

Copyright  Microsoft  Corp  1981  -  1988 
Note  to  US  Government  Users  -  RESTRICTED 
RIGHTS  LEGEND  -  Use,  duplication,  or  disciosu 
IS  subiect  to  restrictions  in  GSA  AOP  Schedule 
Contract  with  IBM  Corp 


OS/2  lets  you  keep  two  or  more 
-programs  running  at  the  same  tir 
so  you  can  do  more. 


OS/2  lets  you  lake  advantage 
of  386  "  power. 


OS/2  lets  vou  take  lull  advantage 
of  Micro  (JianneK  " 


OS/2  provides  an  optional 
Database  Manager  to  make 
managing  information  easy. 


This  offer  lets  you  do  for  less. 

Right  now,  when  you  choose  OS/2,  you  can  get  from  $100 
to  $1,600  hack  on  the  Icind  of  heavy  duty  memory  that  only 
OS/2  can  liandle.  ^ith  this  offer,  the  more  memory  you  huy  (up 
to  8Mh),  the  higger  your  rebate. 

Plus  you  can  get  thousands  of  dollars  in  rebates  on  over  100 
dilferent  OS/2  programs.  You  can  also  get  huntlreds  of  dollars  back 
on  modems,  accessory  cards  and  hardware — all  the  things  that 
help  you  do  more  work  in  less  time  with  OS/2. 

So  if  youVe  ready  to  move  up  to  all  the  real  advantages  of 
OS/2,  ask  your  IBM  Authorized  Dealer  about  these  rebates  today. 
1o  find  the  dt'aler  nearest  you  call  1  800  IBM-2468,  ext  128. 


OS/2  Operating  Svsiem/2  and  Micro  Channel  are  trademarks  and  IBM  is  a  registered  trademark  ot  International  Business  Machines  Corporation  386  is  a  trademark  of  Intel  (pIBM  Corp  19( 
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lAT  PRICE  COLOR? 
A  LAPTOP,  $8,499 


Remember  the  first 
color  televisions? 
They  were  big,  their  pic- 
tures were  fuzzy,  and 
they  weren't  cheap. 
Nearly  the  same  can  be 
said  for  color  laptop 
computers.  The  first 
models  are  here,  and 
they  cost  more  than 
some  cars:  The  CSX  from 
Japan's  NEC  Corp.  lists 
at  $8,499. 

But  analysts  expect 
healthy  sales,  even 
^h  these  computers  are  heavy  for  laptops:  With  its  bat- 
pack,  the  CSX  weighs  181/2  pounds.  That  machine,  which 
will  build  at  its  factory  in  Boxborough,  Mass.,  starting 
month,  will  have  a  600-by-400-dot  liquid-crystal  display 
ing  16  colors  simultaneously.  NEC  will  soon  have  competi- 
William  Lempesis  of  market  researcher  Dataquest  Inc. 
that  Toshiba,  Sharp,  and  Hitachi  all  are  expected  to  have 
laptops  by  mid-1990.  The  first  U.  S.-based  color  laptop 
ing,  he  says,  will  be  from  Grid  Systems  Inc.,  perhaps 
in  1990. 


IDING  THE  NEEDLE 

A  HAYSTACK  OF  FINANCIAL  DATA 


ig  banks  and  pension  funds  employ  herds  of  analysts  to 
scrutinize  financial  data  and  look  for  sound  investments, 
use  reports  from  financial  ratings  services  and  data  from 
lanies  such  as  Standard  &  Poor's  Compustat  Services  Inc., 
Graw-Hill  Inc.  unit  that  gathers  information  on  corporate 
)rmance.  But  Compustat's  data  are  exhaustive  in  its  raw 
,  which  makes  it  time-consuming  for  smaller  companies  to 
ict  rating  information. 

iw,  Dominion  Trust,  a  bank  in  Roanoke,  Va.,  has  written  a 
ram  to  address  this  problem.  Its  Alert  system  pulls  corpo- 
financial  figures  for  5,000  companies  off  computer  tapes 

Compustat,  then  rates  the  companies  on  a  scale  of  0  to 
ieven  key  ratios  are  examined  to  analyze  a  company's 
h.  Dominion  tested  its  system  with  data  going  back  more 

10  years.  It  found  that  low  Alert  scores  correlated  with 
ruptcies  and  that  the  program  also  did  well  in  pinpointing 
rvalued  investments.  Starting  in  January,  Dominion  ex- 
;  to  be  able  to  send  updated  Alert  data  quarterly  to 
bribers  with  IBM-compatible  PCs.  The  price:  $7,500  a  year. 


EVERY  NIGHT  CAN  BE 
»ARENT-TEACHER  NIGHT 


e  next  time  junior  says  he  doesn't  have  any  homework, 
he  truth  may  be  only  a  phone  call  away.  BellSouth  Corp. 
sting  an  interactive  telecommunications  system  that  lets 
its  dial  up  the  phone  company  to  retrieve  school  info  on 
;work  assignments,  lunch  menus,  pta  meetings,  and  even 
jve  messages  from  teachers  on  a  student's  progress.  The 
ram  is  being  expanded  to  two  Memphis  elernentary 


schools  after  a  five-month  test  at  an  Atlanta  middle  school. 

To  use  the  service,  called  ClassNotes,  parents  dial  a  local 
number  on  a  touch-tone  phone  to  hear  a  recorded  list  of 
options.  Punching  1  brings  a  principal's  daily  message,  2  a 
teacher's  message,  and  so  on.  Parents  can  punch  in  other 
codes  to  hear  about  homework  assignments  or  to  leave  a  voice 
message  for  a  teacher.  At  its  peak,  the  Atlanta  test  drew  more 
than  1,000  calls  per  week.  BellSouth  officials  claim  the  system 
resulted  in  a  "significant"  increase  in  homework  completion 
rates,  though  it  won't  cite  numbers.  In  Memphis,  BellSouth 
will  share  the  spotlight  with  U.  S.  Sprint  Communications  Co., 
which  is  donating  long-distance  time  for  calls  from  Memphis  to 
BellSouth's  computer  in  Atlanta. 


WILL  PAPERLESS  TRADING 
CLEAN  UP  THE  PITS? 


Ever  since  the  Chicago  trading  scandal  broke  last  year, 
commodity  exchanges  everywhere  have  been  seeking  ways 
to  tighten  up  their  procedures  and  conform  to  pending  regula- 
tion. Currently,  traders  scribble  their  bids  on  trading  cards — 
slips  of  paper  that  clerks  collect  for  entry  into  a  large  comput- 
er that  clears  all  transactions.  But  traders  at  New  York's 
Commmodity  Exchange  Inc.  (Comex)  soon  will  be  recording 
their  day's  work  on  handheld  computers. 

AGS  Information  Services  Inc.,  a  subsidiary  of  Nynex  Corp., 
the  New  York  Baby  Bell,  plans  to  test  its  new  lightweight 
machines  early  next  year.  Traders  will  punch  in  their  trades 
right  on  the  floor,  storing  the  information  on  plug-in  memory 
cartridges  whose  contents  will  be  transferred  to  the  ex- 
change's main  computer.  The  handheld  units  will  be  available 
in  November  and  will  cost  about  $2,000  each.  Comex  Chairman 
Arnold  Staloff,  conceding  that  tradition  may  be  hard  to  over- 
come, wants  the  technology  introduced  on  a  selective,  volun- 
tary basis.  Eventually,  AGS  hopes  to  link  the  handheld  units 
directly  to  the  main  computer  by  radio  network. 


MOSCOW  THROWS  ITS 
FIRST  NETWORKING  PARTY 


Glastiost  has  reached 
the  computer  indus- 
try. From  Oct.  11  to  13, 
the  city  of  Moscow  will 
host  the  First  East-West 
Online  Information 
Meeting.  Computer  pro- 
fessionals from  the 
U.  S.,  Europe,  and  Soviet 
bloc  countries  will  try  to 
strike  up  business  ties, 
perhaps  even  joint  ven- 
tures, as  well  as  check 
out  the  competition.  Co- 
sponsors  are  Learned  In- 
formation Ltd.,  which  organizes  conferences,  and  the  Interna- 
tional Center  for  Scientific  &  Technical  Information,  a  Soviet 
agency. 

Speakers  will  address  the  problems  of  operating  on-line  data 
bases  across  East-West  borders.  Since  the  ruble  isn't  an  inter- 
national currency,  how  would  a  Russian  subscriber  be  billed? 
How  would  transmissions  be  kept  secure?  Also  an  issue:  the 
shaky  Soviet  telecommunications  system.  In  short,  the  confer- 
ence is  a  sign  that  the  Soviet  Union  is  easing  the  multitude  of 
rules  governing  business  contacts  with  outsiders. 
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invesLin  futures 


Support  America's  independent  colleges  and 
universities — the  number  one  scxirce  of  promising 
futures  for  corporate  America. 

Consider  these  impressive  facts: 

Private  colleges  and  universities  produce  60%) 
of  the  nation's  corporate  leaders,  yet  they  enroll  a 
mere  21%  of  tlie  total  student  population. 

These  same  institutions  are  responsible  for 
more  than  half  the  recent  breakthroughs  in  as- 
tronomy, chemistry,  mathematics  and  earth 
science. 


Tliey  also  grant  33%  of  all  bachelor's  degrees — 
and  neariy  60%  of  all  first  professional  degrees. 

Call  us  for  infomiation  on  supporting  indepen- 
dent higher  education  through  scholarships, 
targeted  giving  programs,  or  unrestricted  grants. 

No  investment  more  directly  benefits  your  com- 
pany's future.  Or  yields  a  higher  retxim. 

Foundation  for  Independent  Higher 
Education,  Four  Landmark  Square,  Suite  218, 
Stamford,  CT  06901-2502.  Telephone  (203) 
353-1544. 


Foundatifm  for  Inflependent  Higher  Educatifm 

St'nnii,Li  600 private  colleges  in  the  /mhlic  i>itcrest. 


90  B 


'»T;?»jkllzTS!>5 


e 


SIX  TRENDS  THAT  POINT  TO  A  TREASURE  TROVE  OF  STOCK  OPPORTUNITIES 


REBUILDING 


• Forget  about  what  the  stock  market  is  going  to 
do  today,  tomorrow,  or  even  next  year.  Instead, 
think  about  investing  for  the  longer  term.  Where  do 
you  start?  First,  identify  the  economic,  social,  and 
technological  forces  that  will  dominate  the  next  de- 
cade. Then,  figure  out  what  kinds  of  companies  could 
profit  from  those  trends.  That's  how  you'll  find  the 
stars  of  the  1990s. 

In  this  Special  Report,  we  focus  on  six  crucial 
trends  that  will  play  out  in  coming  years  and  pinpoint 
companies  that  are  poised  to  benefit  from  them.  Of 
course,  there's  always  danger  in 
forecasting — especially  when  try- 
ing to  envision  the  sweep  of  a  new 
decade.  In  late  1979,  most  invest- 
ment strategists  thought  OPEC  had 
the  West  over  an  oil  barrel.  The 
seers  said  the  1980s  would  see 
$100-a-barrel  oil  and  energy  stocks 
were  a  sure  bet.  As  it  turned  out, 
oil  prices  peaked  around  $40  early 
in  the  decade,  and  a  barrel  now 
goes  for  about  $20.  Everyone  over- 
estimated the  cartel's  power  and 
underestimated  consumers'  ability 
to  conserve. 

The  forces  that  BUSINESS 
week's  editors  have  identified  will 
not  evaporate  so  swiftly.  Nothing 
is  more  certain  than  aging,  so  we 
explore  the  investment  ramifica- 
tions of  the  age  wave  that  will  hit 
the  1990s — the  maturing  of  the 
baby-boom  generation  and  the 


REPORT 


There's  money  to  be  made  in 
repairing  the  infrastructure — if 
you're  patient.  Page  92 

TRADE  

As  trade  barriers  melt  and  new 
pacts  are  formed,  the  race  will  go  to 
those  who  think  global.  Page  94 

ENVIRONMENT  

The  great  cleanup  is  about  to  begin, 
and  companies  that  do  the  dirty 
work  will  sparkle  financially.  Page  98 

BANKING  

Fewer  restrictions  and  more 
buyouts  make  superregionals  the 
ones  to  watch.  Page  106 

COMPUTERS  

Desktops  are  becoming  the  rage, 
but  minicomputers  and  mainframes 
are  far  from  relics.  Page  110 

THE  AGE  WAVE  

The  fortysomething  set  will  spend 
more,  and  senior-seniors'  health 
care  needs  wUl  soar.  Page  112 


growth  of  "senior-seniors" — the  75-plus  generation. 

Two  themes  concern  the  reshaping  of  America's 
physical  landscape — improving  the  environment  and 
rebuilding  the  nation's  decaying  infrastructure.  True, 
these  needs  were  emerging  years  ago.  But  not  enough 
was  done.  Today,  the  needs  have  escalated,  and  so  has 
the  political  will  to  tackle  the  problems. 

In  a  not-so-different  vein,  new  legislation  and  dereg- 
ulation are  finally  allowing  a  major  overhaul  of  the 
U.  S.  banking  system.  Besides  the  problems  of  Third 
World  loans  and  failing  thrifts,  there  are  just  too 
many  banks  for  the  system  to  op- 
erate efficiently.  That's  beginning 
to  change  rapidly. 

Powerful  economic  and  political 
forces  are  ushering  in  a  new  era  in 
world  trade.  Yes,  trade  pacts  can 
be  undone.  But  the  benefits  of 
trade  are  evident  around  the 
world.  And  governments,  be  they 
capitalist  or  socialist,  have  little 
choice  but  to  speed  up  the  process. 

We  also  look  at  the  changing 
face  of  the  computer  industry,  for 
which  investors  once  held  high 
hopes.  Today,  the  stock  market 
treats  it  like  a  wasteland.  But 
computers  may  be  one  of  the  most 
unusual  contrarian  plays  for  the 
1990s,  and  consequently,  one  of 
the  most  alluring. 

So,  welcome  to  the  1990s — and 
happy  investing. 

By  Jeffrey  M.  Laderman 
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REBUILDING 


NEW  STREETS, 
PAVED  WITH  GOID 

Companies  that  will  rake  it  in  as  America  reliabs  its  roads  and  bridges 


Traffic-choked  highways.  Collapsed 
bridges.  Interminable  airport  de- 
lays. We  live  with  the  conse- 
quences of  a  deteriorating  infrastruc- 
ture. Certainly  America  must  step  up  its 
public-works  spending,  and  that,  in  turn, 
would  create  a  wave  of  opportunity  for 
companies  that  build  roads,  bridges,  and 
the  like.  But  the  problem  has  been  so 
great  and  so  obvious  for  so  long  that 
few  believe  much  will  be  done  about  it. 
"Can  you  make  money  on  this?"  asks 
Robert  M.  Boyd,  research  director  for 
Mercantile-Safe  Deposit  &  Trust  Co. 
"The  lead  time  required  for  these  pro- 
jects is  very,  very  long." 

But  the  amount  of  money  at  stake  is 
very,  very  large — and  well  worth  the  pa- 
tient investor's  wait.  John  E.  Petersen, 
senior  director  of  the  Government  Fi- 
nance Officers  Assn.,  estimates  that  to 
meet  the  nation's  infrastructure  needs 
would  require  raising  spending  from  $95 
billion  now  to  $156  billion  in  1995.  That's 
roughly  27'  of  the  gross  national  prod- 
uct, still  shy  of  the  2.2%  that  was  spent 
in  the  1960s.  For  most  of  the  1980s,  the 
nation  has  scrimped  by  spending  just  a 
little  more  than  V/'<  of  GNP. 

Many  economists  call  the  underspend- 
ing on  infrastructure  "America's  third 
deficit,"  one  that  crimps  our  competitive- 
ness in  the  global  arena.  Economist  Da- 
vid Alan  Aschauer  of  the  Federal  Re- 
serve Bank  of  Chicago  says  declining 
infrastructure  investment  is  a  major 
cause  of  sluggish  productivity  growth. 


The  yawning  U.  S.  budget  deficit  may 
preclude  much  new  financial  help  from 
Washington.  But  state  and  local  govern- 
ments are  pushing  ahead.  They're  step- 
ping up  user  fees  and  forcing  developers 
to  build  roads  and  other  public  works. 
There's  also  privatization:  Investors 
hope  to  build  a  toll  road  in  Northern 
Virginia  and  a  high-speed  rail  link  be- 
tween Dallas  and  Houston.  A  unit  of 
Lockheed  Corp.  would  like  to  buy  Alba- 
ny County  Airport  in  upstate 
New  York. 

BENEFITS.  Voters  are  responding 
as  well.  In  1988,  they  0.  K.'d  349 
ballot  questions  authorizing 
some  $14  billion  for  public-works 
projects — more  than  the  total  of 
the  previous  two  years  combined. 
"Americans  are  making  a  state- 
ment at  the  grass-roots  level," 
says  Joseph  M.  Giglio,  a  Chase 
Securities  Inc.  executive  who 
chaired  the  National  Council  on 
Public  Works  Improvement. 
"They  recognize  the  relationship 
between  public  works  and  eco- 
nomic development." 

But  to  recognize  America's  in- 
frastructure needs  is  one  thing — to  iden- 
tify the  companies  that  will  benefit  from 
spending  to  satisfy  those  needs  is  anoth- 
er. "There's  no  such  thing  as  an  'infra- 
structure stock,'  "  says  Stanley  L.  Craig, 
who  assembled  a  "Rebuilding  America" 
unit  trust  for  Merrill  Lynch  &  Co.  "You 
define  it  yourself."  There  are  engineers 


W  otersin1988 
O.K.'d  $14  billion 
worth  of  public 
projects — more 
than  the  two 
previous  years 

and  contractors,  n 
combined  crushers,  heavy-eq 

ment  makers,  and 
nancial-services  c 
cerns  that  are  rai: 
funds  to  pay  for  it  all.  Many  of  th 
companies  are  regional  and  not  m 
known  on  Wall  Street— which  ma 
them  all  the  more  attractive  to  indivic 
investors. 

■  Engineering  and  construction.  The 

name  is  Morrison  Knudsen.  A  new  ir 
agement  team  recently  restructured 


STOCKS  TO  WATCH:  INFRASTRUCTURE 


Stock 

Price* 

Stock 

Price* 

Stock  Price 

AMERON 

Mci<es  pipe  and  other  construction  products 

37V2 

FLORIDA  ROCK  INDUSTRIES 

Construction  materials  for  the  Southeast 

371/2 

MBIA  28 

Insures  muni  bonds  that  finance  public  works 

ASr£r  INDUSTRIES 

Its  machines  mix  the  asphalt— and  spread  it 

133/4 

FLOWMOLE 

Replaces  underground  vt/iring  vt/ithout  digging 

93/4 

MORRISON  KNUDSEN  47 

Big  engineer,  restructured  and  ready  for  rebound 

GUY:  .ITKINSON  153/4 
Constrii'tion,  moving  into  hazardous-waste  disposal 

GREINER  ENGINEERING 

Big  on  highways,  airport  design  a  plus 

203/4 

SOUTHDOWN  25 

Produces  cement,  concrete  in  Midwest  and  Southwest 

MICHAB  BAKER  ISVs 
Engineerir  q.  design,  and  construction  management 

HUNTWAY  PARTNERS 

Refineries  yield  liquid  asphalt  and  cash 

111/2 

TEREX  191/ 
Builds  heavy-duty  earth-moving  equipment 

CALMAT 

L. A. -based  '  ^ncrete  outfit  fought  off  raider 

27% 

INSITUFORM  OF  NORTH  AMERICA 

Repairs  underground  pipes  without  digging 

8% 

TEXAS  INDUSTRIES  313,^ 
Structural  steel,  concrete  for  roods  and  bridges 

EHRLICH  BOB'cii:  FINANCIAL 

Small  investment  bank  specializing  in  munis 

2% 

LAFARGE 

Cement  maker  uses  waste  energy  to  fuel  kilns 

183/4 

VULCAN  MATERIALS  MV' 

Sand,  gravel,  crushed  stone  provide  profits 

*Oci.  3 
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illion  company.  After  several  years 
)sses,  analysts  now  look  for  20'/ 
ings  growth.  Perini  Corp.,  with  less 
$1  billion  in  revenues,  is  also  a  ma- 
layer  in  public  works.  Smaller,  less- 
nown  companies  often  offer  good 
rtunities.  Analyst  William  H.  Fisher 
aymond  James  &  Associates  recom- 
Is  Greiner  Engineering,  which  re- 
is  about  707'  of  its  revenues  from 
ic  works.  It's  strong  in  California 
Florida  and  is  working  on  designs 
,he  new  Denver  airport, 
instruction  materials.  Cement  and 
bed  rock  don't  usually  tantalize  in- 
)rs,  but  the  companies  that  supply 
stuff  can  be  diamonds  in  the  rough, 
igners  especially  like  them,  and  now 
i  than  60%  of  U.  S.  cement-making 
city  is  owned  by  foreign  concerns, 
lat,  a  Los  Angeles-based  supplier  of 
truction  materials,  foiled  a  $40-per- 
e  unfriendly-takeover  bid  last  year 
1  a  New  Zealand  investor,  and  David 
is  of  Furman  Selz  Mager  Dietz  & 
ey  Inc.  says  the  stock  is  a  steal  at 
urrent  price  of  2778.  Daniel  Carasso 
toldman,  Sachs  &  Co.  suggests  La- 
e,  an  innovator  that  has  pioneered  in 
use  of  waste  energy  to  fuel  its  ce- 
t  kilns.  "They're  taking  what  was  a 
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cost  and  turning  it  into  profits,"  he  says. 

Wall  Street  analysts  also  like  Vulcan 
Materials,  with  more  than  $1  billion  in 
sales.  For  yield-conscious  investors,  Car- 
asso says  Huntway  Partners  is  attrac- 
tive. This  master  limited  partnership  re- 
fines heavy  crude  oil  into  liquid  asphalt. 
It  sports  a  fat  12''  iiayout. 
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THE  NEEDS  ARE  ENORMOUS 
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135 


115 
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■  Construction  equipment.  If  you're  go- 
ing to  build  more,  you  need  the  heavy 
machinery  that  gets  the  job  done.  That 
means  companies  such  as  Caterpillar,  In- 
gersoll-Rand,  and  Harnischfeger.  But 
some  portfolio  managers  think  there's 
more  potential  payoff  in  smaller  outfits 
such  as  Astec  Industries,  which  makes 
paving  equipment,  or  Terex,  which  man- 
ufactures earth-movers. 

■  'Underground  companies.'  Binkley 
Shorts,  portfolio  manager  of  the  Over- 

the-Counter  Securities  Fund,  looks 
underground  for  infrastructure 
plays.  For  instance,  he  owns  Insitu- 
form  Group,  a  British  company 
(traded  in  the  U.  S.)  that  has  a  tech- 
nology for  repairing  water  and  sew- 
er lines  without  having  to  dig  them 
up.  It  uses  liquid  resins  that  harden 
inside  the  pipes.  The  British  parent 
licenses  the  technology  to  Insitu- 
form  of  North  America,  which  subli- 
censes to  three  franchisees:  Insitu- 
form  Mid-America,  East,  and 
Southeast.  All  are  publicly  traded 
companies.  Shorts  prefers  investing 
in  the  British  and  North  American 
franchisers. 

Another  underground  outfit  is 
FlowMole,  which  uses  a  water  jet  to 
run  underground  cables  without 
digging  trenches.  Right  now,  the 
company  is  marketing  its  services 
to  electric  utilities,  which  are  start- 
ing to  replace  the  underground  ca- 
ble they  began  installing  a  quarter 
of  a  century  ago. 

■  Public  finance.  More  spending  by 
governments  means  more  borrow- 
ing. So  one  way  to  play  the  infrastruc- 
ture boom  is  through  the  investment 
banks.  Analyst  Perrin  H.  Long  Jr.  of 
Lipper  Analytical  Securities  suggests 
looking  to  regional  firms  with  strong 
municipal  bond  businesses,  such  as  Legg 
Mason  and  McDonald  &  Co.  Invest- 
ments. One  speculative  play  is  Ehrlich 
Sober  Financial,  a  munis-only  firm.  It 
has  suffered  losses  for  two  years  but 
could  rebound  if  bond  issuance  picks  up. 

Yet  another  approach  is  mbia  Inc., 
which  insures  payment  of  principal  and 
interest  on  tax-exempt  bonds.  The  guar- 
antees allow  borrowers  to  float  bonds  at 
lower  interest  rates,  mbia  commands  a 
317'  share  of  the  insured-bond  market, 
which  will  likely  grow  with  the  planned 
acquisition  of  a  competitor. 

Of  course,  through  purchases  of 
munis,  individuals  have  long  been  infra- 
structure investors.  And  a  tax-exempt 
1.5% — available  in  the  market  today — 
still  has  a  lot  of  appeal.  But  in  the  1990s, 
the  profits  that  will  accrue  to  those  who 
rebuild  the  infrastructure  will  make  the 
returns  from  such  bonds  look  paltry. 
By  Jeffrey  M.  Laderman  in  New  York 
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SEEKING  GROWTH  IN 
A  SMALLER  WORLD 

The  competition  will  be  fierce  in  the  great  world-trade  boom  of  the  '90s 


Think  global.  New  markets  are 
opening  up  around  the  world  as 
old  trade  barriers  melt  away.  The 
companies  with  strong  international 
Oositions  will  likely  be  big  winners  in  the 
1990s,  and  so  will  those  who  invest  in 
their  stocks.  Central  to  the  coming  surge 
in  global  trade  is  "Europe  1992,"  the 
removal  of  national  economic  barriers  on 
the  Continent  that  will  create  a  unified 
market  in  three  years. 

But  that's  not  all.  The  U.  S.  and  Cana- 
da have  a  new  trade  pact  that  promises 
to  boost  the  flow  of  goods  across  their 
borders,  too.  The  emerging  economic 
powers  in  Asia  are  developing  an  appe- 
tite for  imports.  The  Soviet  bloc  and  de- 
veloping nations  are  experimenting  with 
privatization  and  welcoming  joint  ven- 
tures with  Western  companies.  "World 
economic  integration  seems  to  be  one  of 
those  unstoppable  forces,"  says  Frank 
Jennings,  a  portfolio  manager  at  AIG 
Global  Investors. 

As  the  world  shrinks,  trade  will  swell. 
DRi/McGraw-Hill  predicts  that  global 
trade,  which  grew  at  an  annual  rate  of 
6.8%  from  1979  to  1988,  is  expected  to 
rise  about  13%  next  year  and  then  sus- 
tain a  better  than  10%-  growth  rate  into 
the  middle  of  the  decade.  That  doesn't 
even  account  for  other  forms  of  interna- 
tional commerce.  Multinationals  increas- 
ingly make  their  goods  overseas  rather 
than  export  them  from  their  home  coun- 
tries, so  cars  built  by  Ford  Motor  Co.  in 
Britain  for  sale  there  do  not  even  show 


up  in  the  export  numbers.  Nor  do  trade 
figures  reflect  the  hundreds  of  billions 
of  dollars  that  cross  borders  each  day 
electronically  in  currency  and  security 
transactions. 

KETCHUP  PLANT.  In  mass-market  busi- 
nesses such  as  food,  automobiles,  and 
even  computers,  some  of  the  biggest 
companies  are  likely  to  benefit  from  in- 
creasing global  economic  unification.  Gi- 
ants such  as  Ford,  which  is  very  strong 
in  Europe,  and  Coca-Cola  are  already 
world-class  players  and 
should  continue  to  be  so. 
But  these  companies'  global 
strategies  are  already  so 
well-known  that  their  stocks 
may  not  produce  more  than 
modest  gains  for  investors. 
A  shrewder  pick  may  be 
H.  J.  Heinz,  which  already 
earns  more  than  40%  of  its 
profits  overseas  and  has  big 
plans  to  cash  in  on  EC  unifi- 
cation. For  example,  the 
company  wants  to  turn  its 
British  plant,  now  making 
ketchup  and  other  goods 
mainly  for  Great  Britain, 
into  a  giant,  low-cost  produc- 
tion center  for  all  of  Europe. 

Investors  should  also  look  to  compa- 
nies with  a  special  franchise  or  a  niche 
in  a  particularly  fast-growing  industry. 
Reuters  fits  this  bill  nicely.  Like  many 
foreign  companies',  its  stock  trades  in 
the  U.  S.  as  American  depositary  re- 


m  nvestors 
should  look  to 
companies  with 
special  franchises 
or  niches  in 
fast-growing 
industries 


ceipts.  "Reuters  is 
vanguard  of  the  informsSBK 
revolution,"  says  Scu(j8f 
Global  Fund  manager 
liam  E.  Holzer.  The  old 
ish  wire  service  is  now| 
of  the  world's  premier  information 
viders,  sending  price  quotes  and  nev 
nearly  180,000  terminals.  Reuters 
a  near-monopoly  on  systems  allo^^ 
banks  to  trade  among  themselves  in 
$500  billion-per-day  foreign  exchS 
market.  Analysts  expect  its  earning'? 


STOCKS  TO  WATCH:  TRADE 


Stock 

Price* 

Stock 

Price* 

Stock 

Prie 

AMERICAN  INTERNATIONAL  GROUP  (U.S.) 
Writes  insurance  policies  in  1 30  countries 

108 

INTERMEC  (U.S.) 

Builds  ond  exports  laser  scanners 

323/8 

NORDSON  (U.S.) 

Industrial  equipment  maker  sells  wares  abroad 

56' 

BROKEN  HILL  PROPRIETARY  (AUSTRALIA) 
Mining  and  steel  powerhouse  on  the  Pacific  Rim 

32V4 

INTERPUBLIC  GROUP  (U.S.) 

Big  player  in  surging  Euro-advertising  market 

363/8 

PALL  (U.S.) 

Makes  filters  for  health  care,  industrial  users 

35- 

CARSTO?^  <;0^AMUNICATI0NS  (BRITAIN)  28% 
Tectiiii-.al  -uppor!  for  the  hot  European  TV  morket 

MITSUBISHI  BANK  (JAPAN) 

Most  international  of  the  Japanese  banks 

22S/8 

REUTERS  (BRITAIN) 

Fast-growing  financial  information  giant 

46 

FEDERAL  EXPRESS  (U.S.) 
High-vali'ii  yoods  will  go  by  air 

57% 

MOLEX  (U  S  ) 

Sells  its  electrical  connectors  in  Japan 

38  V4 

SEQUENT  COMPUTER  SYSTEMS  (U.S.) 
Its  minicomputers  ore  hot  in  Europe,  Japan 

34 

FERR0(U  x) 

Big  exportt  of  specialty  materials 

355/8 

NEWS  CORP.  (AUSTRALIA) 

Rupert  Murdoch's  international  media  empire 

261/8 

SONY  (JAPAN) 

Technology  wizards  moving  into  records,  films 

60 

H.J.  HEINZ  (U  S.) 

Sells  ketchup  on  six  continents 

61 

NISSAN  (JAPAN) 

Manufactures  autos  in  22  countries 

21% 

SYMBOL  TECHNOLOGIES  (U.S.) 
European  sales  of  its  scanners  are  booming 

22' 

*0ct.3 
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V  at  an  annual  rate  of  20%  to  22% 
the  mid-1990s. 

hile  Reuters  shrinks  the  globe  by 
ding  the  flow  of  information,  air 
sportation  does  the  same  for  goods. 
;'s  what  makes  Federal  Express  at- 
tive  to  some.  The  company  has  been 
ig  money  while  building  its  interna- 
il  network,  but  the  investment  could 
off  in  coming  years  as  customers 
easingly  demand  quicker  delivery  of 
Is.  That's  because  manufacturers 

keep  inventories  lean,  and  retailers 
t  consumer  goods  while  they're  hot. 
M  RIVALS.  As  companies  expand  their 
al  reach,  they  will  need  bank  ser- 
5.  Chances  are  that  Citicorp,  the 
est  U.  S.  bank  holding  company,  is 
i$y  where  they  want  to  go.  Citi  is  a 
imo  in  the  foreign-exchange  busi- 
which  earned  it  $616  million  last 
•,  about  a  third  of  total  profits,  notes 
nas  H.  Hanley,  an  analyst  at  Salo- 

Brothers  Inc.  But  Citi's  got  more 
.  that  going  for  it.  CEO  John  S.  Reed 
rawing  a  bead  on  consumers  in  Ja- 

West  Germany,  Hong  Kong,  Ar- 
jna,  and  Brazil.  Citi  also  has  a 
ice  to  become  the  leading  European 
f  after  1992  because  its  potential  ri- 

have  been  slow  to  move. 
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American  International  Group  also 
commands  a  unique  franchise.  This 
U.  S.-based  insurer  sells  policies  over- 
seas, where  the  competition  isn't  as 
tough  as  at  home.  AIG  has  been  able  to 
earn  an  enviable  18%  return  on  equity 
over  the  past  decade. 

While  media  companies  have  always 
seemed  to  be  defined  by  country,  lan- 
guage, and  culture,  they're  now  going 
global.  Some  fund  managers  think  Ru- 


A  TORRID  PACE 
FOR  WORLD  TRADE 


6 

oL 


AVERAGE  ANNUAL  GliOWTH,197M8 
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pert  Murdoch's  News  Corp. — even  with 
its  mountain  of  debt — may  be  the  best 
long-term  media  buy.  "Murdoch's  doing 
such  a  good  job  getting  a  global  position 
in  various  media,"  says  Jim  Byrd  of 
Templeton  Investment  Counsel  Inc.  Mur- 
doch's control  of  important  properties  in 
several  countries  offers  him  the  possibil- 
ity of  tremendous  competitive  advan- 
tages. For  example,  Murdoch  can  use 
the  output  of  his  Fox  film  and  TV  studios 
as  programming  for  his  many  television 
properties,  and  he  can  offer  advertisers 
glolial  packages. 

The  deregulation  of  broadcasting 
worldwide  is  also  opening  up  new  invest- 
ment angles.  Already,  the  loosening  of 
rules  on  TV  commercials  in  Europe  has 
spurred  15'/i  growth  in  advertising  ex- 
penditures. That's  2.5  times  the  growth 
rate  in  the  U.  S.  Susan  L.  Decker,  an 
analyst  at  Donaldson,  Lufkin  &  Jenrette 
Securities  Corp.,  recommends  Interpub- 
lic Group  as  the  ad  agency  best  posi- 
tioned to  capture  that  growth.  Interpub- 
lic, which  earns  35'7"  of  its  profits  in 
Europe,  also  owns  49%-  of  Fremantle  In- 
ternational, a  European  TV  production 
company.  Also  poised  to  cash  in  on  the 
European  TV  boom  is  Carlton  Communi- 
cations, the  leading  British  provider  of  a 
wide  range  of  support  services  for  TV 
and  film  production. 

Not  all  global  contenders  are  glamor- 
ous. Broken  Hill  Proprietary,  the  Aus- 
tralian natural-resources  company,  for 
example,  is  well-positioned  in  the  boom- 
ing Pacific  Rim.  One  of  the  world's  most 
efficient  steel,  coal,  and  iron  ore  produc- 
ers. Broken  Hill  is  a  major  exporter  to 
industrial  powerhouse  Japan. 
PINT-SIZE  PICKS.  Small  American  compa- 
nies that  have  already  mastered  the  art 
of  export  are  also  alluring.  Take  Inter- 
niec  and  Symbol  Technologies.  Both 
companies  are  enjoying  robust  sales 
growth  overseas  for  their  handheld  laser 
scanners,  which  are  sold  mainly  to  retail- 
ers. Sequent  Computer  Systems  recently 
signed  distribution  agreements  with 
Matsushita  Electric  Industrial  of  Japan 
and  Siemens  of  West  Germany.  'The 
deals  could  easily  double  or  triple  the 
minicomputer  maker's  $75  million  in 
sales.  Even  the  tough  Japanese  market 
is  not  impossible  to  crack  with  the  right 
products.  Molex,  a  manufacturer  of  elec- 
trical connectors,  has  become  a  major 
supplier  to  Japan's  booming  electronics 
industry. 

Investors  could  take  some  cues  from 
these  smaller  companies.  By  buying  into 
businesses  that  have  both  the  right 
products  and  a  global  strategy,  they, 
too,  could  be  set  to  cash  in  handsomely 
on  the  1990s. 

By  Stanley  Reed,  with  William  Glasgall 
and  William  J.  Holstein,  in  New  York 
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The  world,  in  this  case,  is  a  graphic  example  of  the     and  videoconferencing  become  affordable  and  reliable, 
itest,  most  sophisticated  standard  of  fax  technology         Data  can  be  transmitted  nearly  flawlessly  even  in 
vailable,  called  Group  IV  fax.  weather  that  brings  down  other  systems.  And  of  course, 
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•  ENVIRONME 


CLEANING  UP 
ON  THE  COMING  CLEANUP 

Stricter  regulations  will  mean  a  boom  in  antipollution  gear  and  services 


Gi 


overnment  and  industry  will 
I  have  to  pay  more  than  lip  service 
to  the  noble  goal  of  cleaning  up 
the  environment  in  the  1990s.  No  longer 
on  the  political  fringe,  the  ecological 
cause  has  moved  into  mainstream  Amer- 
ica. The  public  is  demanding  definitive 
action  against  smog  that  clogs  urban 
air,  acid  rain  that  kills  lakes  and  forests, 
and  pollutants  that  taint  drinking  water 
and  soil. 

The  Bush  Administration  is  putting 
teeth  behind  environmental  cleanup  pro- 
grams with  promises  of  stricter  enforce- 
ment and  new  regulations — something 
Reagan  never  did.  Even  conservative  es- 
timates figure  that  annual  spending  on 
products  and  services  to  clean  up  the 
environment  will  shoot  up  to  $174  billion 
by  1995,  from  $56  billion  this  year.  And 
that  doesn't  include  $450  billion  that  the 
Environmental  Protection  Agency  esti- 
mates will  be  needed  over  the  next  10 
years  to  upgrade  and  construct  water- 
and  sewage-treatment  plants. 
MERCILESS  MARKETS?  That  opens  up  lu- 
crative opportunities  for  investors  to 
buy  into  companies  that  make  envi- 
ronmental cleanup  and  pollution 
control  their  business.  Better  yet, 
such  companies  should  be  fairly  well- 
protected  from  swings  in  the  economy 
Nor  does  the  increased  spending  that  is 
expected  to  come  depend  entirely  on  the 
largesse  of  the  cash-strapped  federal 
government.  "Regulations  and  fear  of 
liability,  not  conventional  economic 
forces,  drive  spending  on  the  environ- 
ment," explains  Scott  Jay  WoUins,  envi- 
ronmental analyst  for 
Tucker,  Anthony  Inc. 
Robert  C.  Keefer,  presi- 
dent of  EnviroQuest,  an 
environmental  informa- 
tion company,  estimates 
that  for  every  dollar  the 
giA'ernment  spends  on 
cleanups,  industry  will 
lay  out  $5  to  $10. 

or  course,  the  pollu- 
tion play;-;  in  the  stock 
market  haven't  gone 
unnoticed.  Many  of  the 
stocks  sell  at  a  pricey 
18  to  20  times  next 
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#■  nnual 
spending  on 
the  environment 
could  shoot  up  to 
$174  billion  by 
1995  from  $56 
billion  this  year 


If  they  came  back  as  software, 

theydbe  Lotusl-2-3, 
*teelance  Plus,  and  Manuscript. 


To  quote  the  Three  Musketeers, 
1  for  one  and  one  for  all." 

The  same  guiding  principle  of 
imwork  is  evident  in  how  well 
tus*  1-2-3'  works  with  the  new 
tus  Freelance*  Plus  3.0  and 
tus  Manuscript*  2.1. 

When  you  need  to  prepare  out- 
mding  business  presentations, 
3  award 
nning 
eelance 
is  is 

5  best  $100"PerlectFit"R(4)ate 

•  For  1-2-3  Release  3  and2. 2.  userswho 

.oineSS  buy  Freelance  Plus  or  Manuscript 

aphics  software  for  you.  While 
tus  Manuscript  is  a  full-featured 


word  processor  for  creating  terrific 
looking  reports. 

And  both  programs  are  specifi- 
cally designed  to  give  you  the  best 
and  easiest  way  to  bring  1-2-3  data 
and  charts  into  presentations  and 
reports.  Which  means  you  get  top 
performing  products  with  power- 
ful links  to  1-2-3. 

No  wonder  Freelance  Plus  and 
Manuscript  are  called  the' '  Perfect  Fit " 
with  1-2-3. 

If  you're  a  1-2-3  Release  3  or 
2.2  customer  (including  upgrades), 
Lotus  will  send  you  a  $100  rebate 
for  purchasing  Freelance  Plus  or 
Manuscript  between  June  15  and 


December  31,1989.  Look  inside  your 
1-2-3  package  for  a"  Perfect  Fif'Rebate 
Certificate  and  offer  details.* 

1-2-3  and  Freelance  Plus  or  1-2-3 
ai^d  Manuscript.  Put  one  of  the  strong- 
est toams  in  history  to  work  for  you. 


Lotus  Freelance  Plus 
Lotus  Manuscript 


"more  information  about  the  "Perfect  Fit"  promotion  and  Freelance  Plus,  Manuscript  and  the  new  12  3.  call  1  HiiU  ;14.J  rj414  Only  one  Freelance  IMus  or  Manuscript  rebate  per  person  (You  may  rt-t  r-ivea  S200  rebate 
111  purchase  both  Freelance  Plus  and  Manuscript  and  send  in  both  Proof  of  Purchase  coupons  and  sales  receipts  )  Tit  qualify,  you  must  purchase  thf  full  retail  version  of  Lotus  Freelance  Plus  \i  0(or  -i  01  )or  Manusi  ri['t 
1  from  a  Lotus  Authorized  fteseller  or  through  the  LotusSelects  catalog  between  Juiu- 15  and  December  31.  1989  Rebate  Certific  ate  must  be  ptislmarked  by  Decemlier-'Jl,  1989  Lotus  Freelance  Plus  and  Manus( npt 
Upgrade  product  purchases  are  not  eligible,  ©  1989  Lotus  Development  Corporation,  Lotus,  12-3.  Freelance,  and  Manuscript  are  registered  trademarks  of  Lotus  Development  Corporation 

A. 


This  year,  Boeing  jetliners 
will  carry  more  people  than  live 
in  the  world's  100  laigest  cities. 


uv;ciiig  jetliners  will  carry  the 
etii!i\alent  of  12%  of  the  worlds 
petpulation  this  year 

riiat's  more  pe(  )ple  than  live  in 
Tok\'o.  New  Vork.  London.  Beijing. 


Mexico  Cit\'.  Paris.  Bangkok.  Rio. 
Sydney  Cairo.  And  nearly  a  hun- 
dred other  major  cities. 

The  actual  number  of  passen- 
gers will  be  about  6~5  million. 


That  sounds,  of  course,  likcli 
unbelie\'ably  large  number. 

But  when  you  consider  thai 
Boeing  airplanes  take  off  or  Ian 
about  a  million  times  a  month,  i 


ibelievably  large  number  becomes 
rgely  believable. 

Boeing,  We  don't  just  deliver  a 
't  of  airplanes.  We  deliver  a  lot  of 
jople. 
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STOCKS  TO  WATCH:  EMVIRONKIENT 


Stock  Price* 

Stock 

Price* 

Stock  1 

AUWASTE  235/8 
Specialty  cleanup,  growing  ftirough  acquisitions 

CHAMBERS  DEVELOPMENT 

Fastest-growing  solid  waste  disposal  company 

37 

HANDEX  ENVIRONMENTAL  1 

Speciolizes  in  groundwater  and  soil  cleanup  1 

ARIZONA  INSTRUMENT  SVa 

Its  Soil  Sentry  detects  leaks  in  underground  tanks 

CHEMICAL  WASTE  MANAGEMENT 

Transports,  treats,  recycles  chemical  waste 

45 

KIMMINS  ENVIRONMENTAL  | 

Like  Allwoste,  a  wide  range  of  services  | 

BHA  GROUP  m'i 

Parts  and  services  for  air-poliution  control  equipment 

COMBUSTION  ENGINEERING  30% 

Manufactures  scrubbers,  new  clean  coal  technology 

METCALF  &  EDDY  ] 

Owns  and  manages  waste-water  treatment  plain 

BROWNING-FERRIS  INDUSTRIES  41^8 
Big  player  in  woste  disposal 

CRS  SIRRINE 

State-of-the-art  system  to  combat  acid  rain 

39 

WASTE  MANAGEMENT  j 

Largest  solid  waste  company,  expanding  in  Eurod 

THE  BRAND  COMPANIES  29 

The  leader  in  removal  of  asbestos 

ENSR 

Consulting,  with  toxic  waste  a  specialty 

7V4 

WHEELABRATOR  TECHNOLOGIES 

Its  plants  turn  gorbage  into  steam  1 

CALGON  CARBON  47 

Manufoctures  activated  carbons  to  filter  liquids 

GUNDLE  ENVIRONMENTAL 

Largest  maker  of  synthetic  landfill  liners 

13V2 

WELLMAN  1 

Recycles  plastic  wostes 

*Oci.  3 

DATA,  BW 

1 

i 


year's  projected  earnings,  with  a  select 
few  reaching  as  high  as  30.  Xeverthe 
less,  when  weighed  against  their  future 
prospects,  says  Wollins.  "that's  a  fair 
range."  It  also  means  the  market  may 
be  merciless  to  a  stock  if  earnings  fail  to 
meet  expectations.  For  shrewd  inves- 
tors, that  may  be  the  time  to  snap  up 
shares.  Here's  where  to  look  for  the  en- 
vironmental jjlays: 

■  Solid-waste  management.  At  65% 

Waste  Management,  the  largest  compa- 
ny in  waste  collection  and  disposal, 
earns  high  marks  from  analysts.  It  is 
successfully  diversifying  into  hazardous- 
waste,  asbestos,  and  medical-waste  incin- 
eration. Through  acquisitions,  it  is  posi- 
tioned to  be  a  leader  in  Europe  as  well. 
Vishnu  Swamp,  an  analyst  with  Pruden- 
tial-Bache  Securities,  predicts  20"^-'  reve 
nue  growth  for  the  next  three  to  five 
years,  with  profit  margins  in  that  range 
as  well. 

But  the  continued  skyrocketing  de- 
mand for  waste-disposal  services  and 
landfill  will  leave  plenty  of  room  for 
competitors.  Although  losses  in  its  haz- 
ardous-waste operations  have  recently 
penalized  earnings,  a  good  many  ana- 
lysts think  that  in  the  long  run,  Brown- 
ing-Ferris Industries,  second  only  t'  ■ 
Waste  Management,  will  remain  a  cort 
investment.  And  Chambers  Development 
is  a  compelling,  emerging  player 
Through  constructing  new  landfill  site.- 
and  acquisitions,  the  Penn  Hills  (Pa.) 
company  may  double  its  capacity  next 
year.  Some  analysts  think  those  increa.-- 
ingly  scarce  landfills  will  help  generatt- 
earnings  growth  of  30%  over  the  next 
five  years. 

In  recycling,  analyst  Michael  A.  Lun- 
dy  of  -Mabon,  Nugent  &  Co.  is  betting  0:. 
Wellman.  Last  year,  the  company  useu 
of  the  returned  plastic  beverage 
bottles  in  the  country  to  manufactur*- 
polyester  fibers  for  carpets  and  othei- 
products.  Recently,  it  doubled  it<  capaci- 
ty through  an  acquisition  and  entered  a 
joint  venture  with  Browning-Ferris  in 


plastic  waste.  Using  cheaper,  recycled 
plastic  as  a  raw  material  gives  Wellman 
a  cost  advantage  over  competitors. 
■  Hazardous  wastes.  The  need  to  clean 
up  and  safely  dispose  of  all  kinds  of 
toxic  substances — from  asbestos  to  nu- 
clear-contaminated materials — promises 
to  make  the  disposal  of  hazardous  waste 
a  booming  business.  The  No.  1  company 
in  that  game  now  is  Chemical  Waste 
Management,  which  has  the  largest  net- 
work of  commercial  hazardous-waste 
disposal  sites,  a  broad  range  of  ser\-ices, 
and  the  knowhow  to  generate  profits 
while  keeping  its  properties  up  to  regu- 
latoiy  standards. 

Many  analysts  also  rate  Allwaste  a 
top  choice.  The  Houston-based  outfit 
uses  high-powered  vacuum  machinery  to 
remove  asbestos  and  other  industrial 
contaminants  from  sites.  "One  of  the 
best-managed  companies  in  the  busi- 
ness." says  Tucker  Anthony's  Wollins. 
The  company  also  carries  little  debt  and 
has  growth  prospects  of  30^'  per  year. 
Along  similar  lines.  Mitchell  A.  Goldfeld, 
an  analyst  with  Goldman.  Sachs  &  Co., 
also  gives  thumbs  up  to  Brand,  the  larg- 
est asbestos  removal  contractor. 
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THE  MOUNTIHG  COST 
FOR  POLLUTION  CONTROL 
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SPENDING  ON 
POLLUTION  CONTROL  - 
AND  ENVIRONMENTAL 
CLEANUP- 
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■  Air  pollution.  Early  in  the  decad 
cleanup  plans  are  likely  to  zero  I 
coal-burning  plants,  whose  smokl 
emissions  cause  acid  rain.  That 
BHA  Group,  a  leader  in  parts  ani 
vices  for  air  pollution  equipment, 
bet.  The  fight  against  acid  rain  i| 
bullish  for  Combustion  Engine| 
which  markets  smokestack  scr 
and  has  a  promising  clean-coal  tej 
ogy  in  the  works. 

CRS  Sirrine  plans  to  sell  a  low-cos 
tern  that  injects  bicarbonate  of  sod 
smokestacks  to  reduce  the  noxious 
sions  that  cause  acid  rain.  Maboi 
gent  estimates  that  this  new  m 
alone  could  deliver  $2  to  $4  per  sh; 
CRS  Sirrine's  bottom  line  by  1995 
over  the  $1.21  per  share  earned  in 
1988.  A  more  speculative  play  wot 
ENSR,  a  consulting  firm  that  speci 
in  advising  companies  on  how  to 
up  toxic  substances.  A  diversific 
into  cleanup  has  interrupted  ean 
but  Wollins  considers  the  stock,  s| 
at  71/4.  an  attractive  bet  on  the  pot 
in  cleanup  and  future  earnings. 

■  Wastewater.  A  good  many  exl 
think  private  companies  increasingli 
take  over  water  management  from] 
lie  agencies.  That  makes  Metcalf  & 
attractive.  It  designs,  maintains,  aniif 
erates  wastewater  facilities.  i'  .v 

Of  course,  some  of  the  best  iri^^-.- 
ment  opportunities  around  may  beflpi 
obvious.  Calgon  Carbon  hardly  sop~' 
like  an  environmental  stock.  But  itsili-- 
vated  carbon  filters  are  critical  for  Ifii  "; 
fying  liquids  and  air.  Then  there  isjhi- 
zona   Instrument,   whose  Soil  S(&? 
monitoring  system  checks  for  lealj 
underground  storage  tanks.  For  iilj 
tors  in  the  environmental  market,  Ij)!*'; 
ing  alert  for  new  entrants  and  new  i^ 
is  half  the  battle.  So  many  solutioniU* 
sought,  and  so  many  dollars  ar  at 
stake,  that  protecting  the  environiSB 
provides  fertile  ground  for  new  plaan 
all  the  time. 

By  Emily  T.  Smith  in  New 

SPECIAL  F« 


fiPR£/6M  OIL  IT'S  A  SMAP 


would  be  all  too  easy  to  meet 
jr  increasing  electricity  de- 
land  with  foreign  oil.  How- 
^er^  we  already  import  nearly 
)  percent  of  all  the  oil  we  use^ 
1  excessive  dependence  that 
)uld  trap  us  again. 
But  the  more  we  use  nuclear 
lergy  instead  of  oil^  to  generate 
ectricity  the  less  we  have  to 
iy  on  foreign  oil.  Our  112  nu- 
ear  electric  plants  already  have 


cut  foreign  oil  dependence  by 
4  billion  barrels  since  the  oil 
embargo  of  1973,  saving  us 
more  than  $115  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will  not 
be  enough  to  meet  our  growing 
electricity  demand.  More  plants 
are  needed. 

We  can  help  America  avoid  the 
foreign  oil  trap  and  maintain 
our  energy  independence  by 


relying  more  on  our  own  re- 
sources^ like  nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy  write  to  ^^^^^^^ 
the  U.S.  Council  jP^^^^^ 
for  Energy  Aware-  /" 
ness,  P.O.  Box  "  / 

66103,  Dept.  / 
BT26,Washmg-      '^^^'Z  . 
ton,  D.C.  20035. 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


Nuclear  energy  means  more  energy  independence. 
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Today  they  would  both  be  losers. 


Have  you  read  any  good  fairy 
tales  lately? 

Like  the  one  about  a  steady, 
unchanging  approach  keeping 
a  company  cf.mpetitive? 


Then  look  around. 

There  aren't  many  tortoises 
left.  They've  been  overtaken 
by  swifter,  technologically  driv- 
en competitors. 


Of  course,  we're  not  sugj^£i;«o 
ing  that  you  model  your  bu  -  I 
ness  on  the  hare,  either.  Spgc 
without  strategy  is  ultimate/ 3  f; 
losing  formula.  jMist 


specially  when  it  comes  to 
rmation  technology, 
t  Andersen  Consulting,  we 
)  companies  merge  disci- 
ed  business  thinking  with 


technological  prowess. 
Because  these  days,  it  takes 
both  to  be  a  winner. 

And  that,  we  believe,  is  the 
moral  of  this  story. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here: 


•s. 
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BANKING  GETS 
LEANER  AND  MEANER 

Fewer  limits  and  tlie  benefits  of  size  mal<e  acquirers  tlie  ones  to  watcli 


The  nation's  banking  system  will 
slim  down  in  the  1990s.  As  bankers 
push  for  cost  controls  and  econo- 
mies of  scale,  the  pace  of  acquisitions 
and  mergers  is  accelerating.  At  least 
20%  of  the  more  than  10,000  independent 
U.  S.  banks  will  be  swallowed  up  by 
1995.  Savings-and-loans  are  also  in  for 
major  reform.  Unable  to  meet  the  tough- 
er capital  standards  imposed  by  the  re- 
cent thrift-bailout  law,  many  will  shut 
their  doors  or  sell  out  to  banks.  Says 
analyst  James  J.  McDermott  Jr.  of 
Keefe,  Bruyette  &  Woods  Inc.:  "Consoli- 
dation will  be  the  most  important  event 
in  banking  over  the  next  five  years." 

The  stock  market  up  to  now  has  been 
obsessed  with  ferreting  out  the  financial 
institutions  that  will  be  bought.  And  it 
has  often  punished  the  acquirers,  be- 
cause takeovers  usually  result  in  an  im- 
mediate dilution  of  earnings.  James 
Craig,  the  portfolio  manager  of  the  Ja- 
nus and  Janus  Venture  Funds,  warns 
that  shunning  acquirers  is  a  mistake. 
Shrewd  investors  might  well  take  advan- 
tage of  the  dips  in  stock  price  that  often 
follow  a  bank's  announcement  that  it's 
making  a  purchase. 

Philadelphia-based  CoreStates  Finan- 
cial, for  example,  announced  plans  to 
buy  its  neighbor,  First  Pennsylvania,  on 
Sept.  18.  The  stock,  trading  near  50  be- 
fore the  announcement,  dropped  immedi- 
ately and  has  remained  below  47.  At  Sal- 
omon Brothers  Inc.,  banking  analysts 
figure  that  the  buyout  will  knock  about 


17c,  or  $57  million,  off  next  year's  earn- 
ings. But  in  the  two  years  after  the 
merger,  they  say,  CoreStates  will  realize 
savings  of  $90  million.  The  point  is 
this:  Savvy  acquirers  will  be  winners  by 
expanding  their  customer  bases  and 
wringing  cost  efficiencies  from  com- 
bined operations. 

FEWER  OBSTACLES.  Over  the  next  couple 
of  years,  most  of  the  acquisition  activity 
will  be  among  midsize  banks  like  First 
Pennsylvania,  with  assets  ranging  from 
$500  million  to  $10  billion.  And  there  are 
fewer  obstacles  to  expansion.  State  law- 
makers have  been  dismantling  barriers 
against  interstate  banking  since  the  ear- 
ly 1980s.  Connecticut  and  Massachu- 
setts, which  permit  only  New  England 
banks  in  their  markets,  may  do  away 
with  all  restrictions  within  the  next  cou- 
ple of  years.  California,  one  of  the  most 
desirable  banking  markets,  is  scheduled 
to  end  its  interstate  ban  in  1991. 

Many  of  those  acquisitions  will  be 
made  by  superregional  banks  such  as 
NCNB  of  Charlotte,  N.  C.  By  far  the  most 
aggressive  acquirer,  this  feisty  bank  has 
expanded  its  market  to  Florida,  Georgia, 
Maryland,  Virginia,  South  Carolina,  and 
even  westward  into  Texas.  "NCNB  is  an 
acquisition  m.achine,"  says  Kevin  R. 
McCarey,  manager  of  the  Fidelity  Select 
Regional  Bank  fund. 

Superregionals  enjoy  a  clear  advan- 
tage when  it  comes  to  consolidation. 
Those  banks  have  already  developed  the 
knack  for  making  their  interstate  fran- 
-  mta  mumKMtmmmmimmmmk 

STOCKS  TO  WATCH:  BANKING 


chises  pay  off.  A  handful  of  su 
gionals  may  even  go  national.  ' 
banks,  now  in  the  asset  range  oj 
billion  to  $40  billion,  will  comman 
sets  of  $200  billion  or  more  withii^ 
years — dwarfing  some  money-c 
banks.  But  they'll  stick  to  what  th 
best:  catering  to  retail  customers] 
midsize  commercial  clients. 

Another  superregional  that  has  aj 
shot  at  becoming  a  nationwide  ba 
Banc  One  of  Columbus,  Ohio.  It  hi 
quired  83  banks  over  the  last  20  y 


Stock 


Price*  Stock 


Price*  Stock 


Pri 


H.F.  AHMANSON  24% 

Profitable  thrift,  loves  adjustable-rote  mortgages 

BANC  ONE  35% 

Expanding  superregional,  high  margins 

BANK  OF  NEW  YORK  50% 

^io.  1  retail  banker  in  New  York  suburbs 

8Af<!CERS  TRUST  543/8 
Aspires  to  become  first  U.S.  merchant  bank 

BAmm  38  V4 

Gaiiing  in  Florida,  comings  helped  by  fee  income 

BOMmm  8ANCSHARES  38 
Meteronc  growth  in  Missouri,  tight  cost  control 

*Oct.  3 


CITICORP  33% 

Biggest  U.S.  bank,  pushing  hard  overseas 

CORESTATES  FINANCIAL  46% 

Strong  regional,  big  on  automated  tellers 

FIRST  WACHOVIA  44% 

Well-run  regional,  strong  in  Southeast 

FLEET/NORSTAR  28% 

Regional  strong  on  financial  services  business 

GREAT  WESTERN  FINANCIAL  24% 

Well-capitalized  thrift,  operates  in  32  states 

J.P.  MORGAN  453/4 
Blue-blood  commercial  bonk  competes  with  Wall  Street 


MIDUNTIC  CORP.  4S 

Middle-market  lender  with  solid  New  Jersey  franchi 


NORWEST 

Midwest  superregional,  expanding  abroad 


■Bi 


NCNB  52 

Southeast  superregional,  aggressive  on  takeovers 


SUNTRUST 

Solid  franchises  in  Florida  and  Georgia 


26 


STATE  STREET  BOSTON  39 

Boasts  highly  profitable  trust  and  pension  services 


WELLS  FARGO  85 

Strong  earnings  momentum,  reducing  LDC  debt 
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n  five  years, 
a  handful  of 
superregionals 
will  have  assets 
that  dwari  some 
money-center 
banks 


have  the  money  and  the  expertise,"  savs 
Wilham  R.  Keithler,  a  mutual-fund  man- 
ager for  Financial  Programs  Inc.  "They 
could  be  a  big  acquirer  in  the  future  "" 
Money-center  banks,  which  have  been 
eclipsed  in  the  1980s  by  aggressive  re- 
gionals,  are  fighting  back.  Citicorp  the 
biggest  U.S.  bank,  is  really  a  global 
Dank  now,  pursuing  expansion  aggres- 
sively overseas  as  well  as  at  home  (page 
94).  Last  year,  its  global  consumer  busi- 
ness  accounted  for  35';;  of  the  bank's 
earnings.  A  few,  such  as 
Bankers  Trust  and  J.  P 
Morgan,  are  trying  to  look 
and  act  like  investment 
banks.  That's  because  Wall 
Street  profit  margins  are  a 
lot  fatter  than  those  avail 
able  to  commercial  bankers. 
The  last  of  the  statutory  and 
regulatory  barriers  that  sep- 
arate commercial  banking 
and  investment  banking  are 
likely  to  fall  in  coming 
years.  That  should  give  bt 
and  Morgan— which  are  the 
furthest  along  in  transform- 
ing themselves  into  invest- 
ment  banks— a  leg  up  on  the 
other  money-center  banks. 


luring  the  summer.  Banc  One  ex- 
d  beyond  its  traditional  Midwest 
■t  by  acquiring  20  failed  Texas 
formerly  owned  by  Dallas-based 
■  When  measured  by  return  on  as- 
t  has  been  among  the  five  most 
Me  banks  in  the  U.  S.  since  1984 
Jr  banks  to  watch  include  the  agile 
3ast  regionals:  Barnett  Banks 
St  Banks,  First  Wachovia,  and 
inion.  Farther  north,  both  pnc  Fi- 
and  CoreStates  are  seen  as 
ent  players  in  the  mid-Atlantic  re- 
nother  up-and-comer  is  Midlantic 
s  firmly  entrenched  in  the  lucra- 
ew  Jersey  market.  Elsewhere 
lorstar,  Norwest,  and  Boatmen'.s 
ares  are  seen  as  solid,  expansion- 
banks. 

IR  WAY.  Less  obvious  candidates 

Bank  of  New  York  and  Wells 
Analysts  believe  these  two  are 
uieir  way  to  becoming  superre- 

Bank  of  New  York  cast  off  its 
mage  a  couple  of  years  ago  with 
onth  battle  to  buy  Irving  Bank 
s  the  biggest  retail  bank  in  the 
rk  City  suburbs  and  has  its  eye 

lucrative  Connecticut  market 
,  the  bank  is  just  beginning  to 

benefits  from  its  merger  with 


Irvmg.  Consolidation  will  save  $100  mil- 

\mn  Zr^"!'  ^""^  $^0'^  million  in 

I  "^^^  positioned  to  expand 

ui  he  1990s,  says  Felice  M.  Gelman  of 
Dillon  Read  &  Co. 

Wells  Fargo  has  transformed  itself 
too,  with  Its  balance  sheet  now  more 
akin  to  a  regional's.  Since  acquiring 
Crocker  National  in  1986,  the  bank  has 
proven  itself  adept  at  controlling  e.x- 
penses  and  fostering  efficiency  "They 


LESS  COMPETITION 
IN  BANKING 


CONSOLIDATED  BANK 
HOIDING  COMPANIES 

AND  INDEPENDENT   

BANKS 


ORT 


▲  THOUSANDS 
  KDEMl  HESEIiVE  BOARD,  BW  ESTIMATES 


While  BT  and  Morgan  try  to  enter  new 
niches.  State  Street  Boston  has  created  a 
new  one.  While  not  as  glamorous  as  in 
^estinent  banking.  State  Street's  niche 
as  the  caretaker  of  nearly  $700  billion  in 
assets   makes   the   bank  one  of  the 
world's  biggest  custodians  of  securities 
ihe  business,  which  includes  investment 
management  and  record-keeping  trener- 
ates  the  bulk  of  State  Street's  earnings 
ts  so  profitable  that  analysts  believe 
the  bank  will  be  among  the  few  niche 
players  to  maintain  its  independence 
'SOLID.'  Specialization  will  also  weigh 
heavily  in  determining  which  of  the  na- 
tion s  thrifts  will  survive.  One  likely  bef 
H.K  Ahman.son.  Not  only  is  it  the  big- 
gest originator  of  adjustable-rate  mort- 
gages in  the  country,  it's  also  one  of  the 
naos^t  profitable  and  well-capitalized 
Jrifts^Other  strong  thrifts  are  Golden 
West  Financial  and  Great  Western  Fi- 
nancia   "They  have  solid  consumer  fran- 
chises   says  Bruce  W.  Harting  of  Salo- 
Brothers.  Experts  expect  most 
profitable  thrifts  to  turn  themselves  into 
banks  in  coming  years. 

What  this  all  means' is  that  investors 
ooking  for  profitable  banking  opportuni- 
ties wil  have  to  bone  up  on  a  whole  new 
set  of  players  who  operate  out  of  Colum- 
bus or  Charlotte,  not  Manhattan.  After 
all,  banking  is  a  Main  Street  business 
and  the  smartest  players  on  America's 
Mam  Streets  are  finally  making  it  to 
the  top. 

Bi/  John  Meehan  in  New  York 
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Qffice,weVe  changed  how  you  work  in  it. 


Our  PCs  are  being  seen  in 

•  and  more  offices. 

They're  also  being  seen  out  of 

'  and  more  offices. 

That's  because  not  only  can 

lachines  do  anything  a  desktop 

lo,  they  can  do  it  just  about 

/here  you  want. 

They're  small  enough  and 


rugged  enough  to  stand  up  lo  con- 
stant traveling.  And  they  have  the 
power  to  run  whatever  software 
you're  using. 

What's  more,  our  full  line  of 
PCs  includes  three  new  machines. 
First,  our  T1600,  a  battery  pow- 
ered 286.  Second,  our  TSlOOe,  the 
enhanced  successor  to  our  award 


winnmg  T3100/20.  And,  finally 
our  20MHz,  386-based  T5200,  a 
portable  workstation. 

All  are  capable  of  being  inte- 
grated in  your  networked  system. 

Or  of  being  packed  up  and 
taken  with  you. 

Even  if  you're  only  taking 
them  down  the  hall. 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  Amenca  Information  Systems,  Inc..  Omputcr  Systems  Division 


•  COMPUTERS 


THE  COMING  SIZZIE 
IN  COMPUTER  STOCKS 

Keep  your  eye  on  PC  makers,  software  houses,  and  systems  integrators 


Talk  about  the  future,  and  you  inev- 
itably come  to  computers.  But  if 
you  look  at  how  investors  value 
computer  companies,  it's  almost  as  if 
there's  no  future  at  all.  These  stocks 
peaked  in  1983  and  have  trailed  the  mar- 
ket ever  since.  Even  IBM,  the  king  of  the 
industry,  is  barely  above  its  Bloody  Mon- 
day price.  "Relative  to  the  market,  these 
stocks  are  at  their  lowest  levels  ever," 
says  Peter  A.  Wright,  president  of 
Soundview  Financial  Group. 

Even  so,  computer  stocks  do  have  a 
future.  It  won't  be  like  the  early  1980s, 
when  Wall  Street  went  wild  for  any  com- 
puter company.  Now,  it's  no  longer 
enough  just  to  build  the  fastest  ma- 
chines. The  winners  must  also  show  cus- 
tomers how  to  use  computers  to  work 
smarter  and  more  productively. 

Revenue  growth  for  the  industry  has 
dropped  to  the  67'-to-87f  range,  down 
from  15%  just  a  few  years  ago.  More 
important,  the  slower-growing  pie  is  be- 
ing divided  in  new  ways,  and  therein  lie 
the  investment  opportunities.  The  clear 
winners  are  desktop  computers.  With 
the  computing  power  of  the  microproces- 
sors that  drive  these  machines  doubling 
every  two  years,  desktops  are  taking  on 
work  of  pricier  mainframes  and  mini- 
computers. Sales  of  the  most  powerful 
microcomputers — high-end  persona! 
computers  and  engineering  worksta- 
tions— are  growing  by  as  much  as  80% 
annually,  while  mainframe  and  minicom- 
puter sales  stagnate. 


Single-user  microcomputers  such  as 
PCS,  which  barely  existed  a  decade  ago, 
account  for  46%  of  all  expenditures  on 
computers  and  software,  says  George  E. 
Lindamood,  an  analyst  with  market  re- 
searcher Gartner  Group  Inc.  By  1994, 
they  will  account  for  62'a  .  In  addition  to 
displacing  older  machines,  micros  will  be 
used  for  a  variety  of  new  jobs.  One 
emerging  market,  called  multimedia,  will 
use  PCs  to  manage  sound,  graphics,  and 
video,  in  addition  to  text  and  numbers. 

That  augurs  well  for  those  who  build 
desktops,  a  group  that  includes  Apple, 
Compaq,  and  Sun.  All  three  are  well- 
positioned  for  the  boom,  says  Mi- 
chele  S.  Preston,  the  personal-com- 
puter   analyst    for  Salomon 
Brothers  Inc.  But,  she  adds, 
Compaq   has   "proven  time 
and  again  that  it  can  exe- 
cute." 

NEXT,  PLEASE.  One  of  the 

most  exciting  plays  in  desk- 
tops could  be  Next  Inc.,  the 
startup  launched  by  Apple 
Computer  Inc.  founder  Ste- 
ven P.  Jobs.  Put  this  one  on 
your  watch  list  for  now  be- 
cause Next  is  still  private,  but  the  com- 
pany could  go  public  in  only  a  few  years. 

Desktops  may  be  the  new  wave,  but 
mainframes  and  minicomputers  aren't 
historical  artifacts  yet.  These  larger  ma- 
chines could  well  stage  a  comeback  as 
the  communications  switches  and  store- 
houses for  networks  of  desktops.  The 


big  systems  would  relay  information! 
electronic  mail  across  far-flung 
works.  That  would  favor  IBM  and  Di| 
Equipment,  which  have  the  legioni 
field-service  engineers  and  programrj 
needed  to  design  these  netwol 
"Large  companies  won't  put  these  eil 
prise-wide  networks  in  the  hands  oftj 


STOCKS  TO  WATCH:  COMPUTERS 


Stock 


Price*  Stotk 


Price*  Stock 


APPLE  COMPUTER 

Pioneer  PC-maker,  still  a  leader 


43% 


BL'S'NESSIAND 

r-  .";joter  retailer  to  Corporate  America 


lOVs 


DIGITAL  EQUIPMENT 

Its  minis  could  anchor  corporate  networks 

GENERAL  MOTORS 'E'  Electronic  Data  Systems   53  V4 

Largest  commercial  systems  integrator 


ORACLE  SYSTEMS 

Leader  in  data-base  software,  strong  overseas 


2« 


REUTIONAL  TECHNOLOGY 

Also  hot  in  data-base  software 


.  '(KOMPUTER  873/4 
Le  .  ;,    manufacturer  of  IBM  PC-compatibles 

mUirrm  associates  international  1 63/4 

No.  1      •iriitomputer  and  mainframe  softwore 

COMPl  KSCiEKCES  52% 
A  player  m  jVitems  integration 


HEWLEH-PACKARD 

Its  move  to  micros  could  pay  off 


48  V4 


SUN  MICROSYSTEMS 

The  Apple  of  workstations,  fighting  to  keep  its  ( 


CRAY  RESEARCH 

Still  tops  In  supercomputers 


38 


*Oct  3 
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IBM  1053/4 
Stock  down,  but  don't  count  out  Big  Blue 

MICROSOFT  69 

In  PC  software,  it's  the  tops 

NCR  58 

Slower  growth,  but  lots  of  cosh  flow 

DATA:  BW 


TANDEM  COMPUTERS 

Could  start  cracking  mainframe  markets 


Ige 

2; 


TOYS  'R'  US  37! 
Smart  computer  use  helps  make  it  a  leader 

WAL-MART  4¥ 

Low  prices,  higher  margins  through  computers 


SPECIAL  !f 


Iicros  now 
account  for  46% 
of  all  spending  on 
computers  and 
software.  By 
1994,  they'll 
bring  in  64% 


r  Compaq,"  says  Carol  E.  Muratore 
organ  Stanley  &  Co.  She  also  likes 
em  Computers. 

hough  growth  in  computer  hard- 
is  slowing,  software  sales — and 
s — are  going  to  accelerate.  The 
nous  demand  for  new  programs  for 
Drks  should  help  such  companies  as 
e  Systems  and  Relational  Technol- 
both  of  which  sell  data-base  pro- 
s.  Microsoft,  the  premier  developer 
icrocomputer  software,  and  Com- 
Associates  International,  the  No.  1 
lier  of  minicomputer  and  main- 
i  packages,  are  both  likely  to  bene- 

)0. 

•CUTTERS.  The  trend  toward  build- 
omputer  networks  is  a  natural  for 
led  systems  integrators.  These  are 
anies  such  as  Electronic  Data  Sys- 
— a  General  Motors  Corp.  subsid- 
traded  as  GM  Class  E  stock — and 
•uter  Sciences,  which  hire  out  ana- 
programmers,  and  technicians  to 
1  and  maintain  complex  networks, 
•porate  America's  push  to  reduce 

REPORT 


overhead  also  favors  systems  integra- 
tors. Soundview's  Wright  figures  that 
leveraged  buyouts  and  other  corporate 
restructurings  will  have  companies  look- 
ing to  cut  their  data  processing  costs. 
Some  will  turn  over  their  entire  comput- 
er operations  to  systems  integrators  to 
do  the  work  for  them.  Enron  Corp.  has 


AHD  THE  WINNER  IS 
THE  DESKTOP  COMPUTER 


i 


COST  OF  HARDWARE  TO  PROCESS 
1  MILUON  INSTRUaiONS  PER  SECOND 

1989  1995 


MAIK?ILAMES 

$116,786  $39 

490 

MIHIS 

10,975 

738 

DESKTOPS 

309 

17 

DATA:  THE  GARTNER  GROUP 


DATA:  FEDERAL  RESERVE  BOARD,  BW  ESTIMATES 


shifted  its  information  processing  sys- 
tem to  EDS,  and  Eastman  Kodak  Co.  re- 
cently has  made  a  similar  arrangement 
with  IBM. 

As  growth  slows,  inves- 
tors also  can  profit  from 
consolidation.  There's  still 
high  overhead  and  excess 
capacity — especially  among 
minicomputer   and  main- 
frame companies.  In  other 
industries,  this  would  spur  a 
rash  of  takeovers.  But  the 
record  for  computer-indus- 
try mergers  has  been  medio- 
cre. Instead,  suppliers  may 
decide  to  slim  down  and  low- 
er their  growth  targets, 
says  Rick  Martin,  an  analyst 
at  Prudential-Bache  Securi- 
ties Inc.  Wall  Street  is  wea- 
ry of  computer  makers  that 
perennially   set   unrealistic  growth 
goals — and  miss  them.  However,  those 
that  lower  their  sights  and  hit  those  tar- 
gets can  become,  says  Martin,  "unbe- 
^    lievably  profitable." 

IMPROVED  SERVICE.  But  such  invest- 
ments are  short-term  opportunities,  not 
necessarily  long-term  plays,  warns 
Wright.  Unisys  is  a  case  in  point.  Large- 
ly by  slashing  overhead,  it  went  from  an 
189  million  loss  in  1986  to  net  profits 
of  over  $950  million  in  1987  and 
1988.  Again,  it's  losing  money.  Be 
prepared  to  dump  such  stocks  af- 
ter rapid  earnings  growth. 

Yet  another  tactic  is  to  avoid 
computer  stocks  but  seek  out 
companies  that  profit  by  clever 
use  of  information  systems. 
Business-information  companies 
such  as  Dun  &  Bradstreet  and 
Reuters  Holdings  PLC  fit  this 
category.  So  does  Banc  One,  which  has 
built  a  profitable  business  of  processing 
other  banks'  paper  (page  106).  Thomas 
Doerflinger,  a  strategist  at  PaineWeb- 
ber  Inc.,  singles  out  retailers  Toys  'R' 
Us,  Wal-Mart,  and  Circuit  City.  He  ex- 
pects computer  systems  in  these  chains 
to  improve  service  and  help  make  up  for 
a  shortage  of  sales  and  clerical  person- 
nel. And,  he  says,  computer  networks 
will  help  them  manage  inventory. 

The  biggest  question  is  "Whither 
IBM?"  It  has  been  five  years  since  Big 
Blue's  profits  peaked  and,  with  its  Sept. 
27  announcement  of  a  third-quarter 
earnings  shortfall,  analysts  don't  expect 
earnings  to  surge  until  at  least  1991. 
Then  it  will  have  new  mainframes  and 
improved  software.  By  the  mid-1990s, 
IBM's  advanced  technologies  such  as  X- 
ray  lithography  for  chipmaking  should 
start  paying  off,  too.  IBM  and  many  of 
the  industry's  big-name  stocks  look 
bloodied  now,  but  in  a  few  years,  you 
may  be  sorry  you  didn't  buy  some. 

By  Geoff  Lewis  in  New  York 
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nvesting  for  the  1990s: 


DEMOGRAPHICS 


THE  AGE  WAVE 
—AND  HOW  TO  RIDE  IT 


Middle-aged  baby  boomers  and  senior-seniors  mean  more  spending  on  entertainment  and  health  care 


The  economy  is  in  the  grip  of  two 
inexorable  forces:  The  baby-boom 
generation,  76  million  strong  and 
nearly  half  of  America's  adult  popula- 
tion, is  entering  midlife.  And  the  el- 
derly are  living  longer,  especially  "se- 
nior-senior" citizens,  those  75  years  and 
older.  Investors  who  take  the  time  to 
comprehend  both  the  magnitude  and  the 
nuances  of  these  popula- 


nies  should  profit,  he  says.  Spending 
habits  will  change,  too,  a  boon  to  health 
care  and  some  entertainment  providers. 
Demographic  forces  will  strongly  affect 
the  workplace,  benefiting  day-care  cen- 
ters, telecommunication  companies,  and 
temporary  employment  agencies. 

The  pickup  in  savings  and  invest- 
ments, both  for  retirement  and  chil- 
dren's college  costs,  means  heady  days 
ahead  for  brokerage  firms  such 


morrow  because  it's  also  an  investi] 
in  increased  travel  and  entertainr 
with  more  people  having  the  where)] 
al  to  spend  on  leisure  activities.  Tod 
senior  citizens,  for  instance,  are 
ly  enjoying  healthier  and  wealthiei| 
tirements.  And  those  middle-aged 
boomers  will  pocket  an  estimated 
the  increase  in  incomes  by 


tion  shifts  could  be  repaid  m  spades. 

Key  your  eye  on  the  folks  born  from 
1946  to  1964  in  particular.  When  they 
started  to  swamp  the  labor  market  in 
the  1970s,  productivity  and  income 
growth  slumped,  and  unemployment  and 
inflation  soared.  As  these  baby  boomers 
mature  into  the  1990s,  income  growth 
will  accelerate  and  productivity  will  im- 
prove. Savings  should  surge,  too.  The  45 
to  49  age  group,  for  example,  salts  away 
a  huge  2Z7o  of  income.  Higher  savings 
translate  into  more  investment  that  will 
boost  economic  growth  without  igniting 
inilation.  Edward  E.  Yardeni,  economist 
at  Prudential-Bache  Securities,  goes  so 
far  as  to  predict  that  these  shifts  will 
drive  the  Dow  Jones  industrial  average 
over  5000  and  government  bond  yields 
down  to  5%  within  the  next  five  years. 
HEADY  DAYS.  Even  less  starry-eyed  ob- 
servers agree  that  demographics  tell 
you  not  only  how  society  is  changing 
"but  also  how  to  prosper  in  the  financial 
marketplace,"  says  Gordon  Fines,  head 
of  IDS  Growth  Spectrum  Advisors,  a  unit 
of  IDS  Financial  Services  Inc.  Since  sav- 
ings will  rise,  financial-services  compa- 


as  mammoth  Merrill  Lynch 
and  retail  specialist  A.  G. 
Edwards.  Mutual  fund  oper- 
ators, such  as  T.  Rowe  Price 
and  Dreyfus,  should  also  at- 
tract more  dollars  for  many 
of  the  same  reasons  from 
middle-aged  savers.  Belea- 
guered life  insurance  compa- 
nies, too,  could  get  a  shot  in 
the  arm  from  a  surge  in  an- 
nuity business.  Annuities, 
somewhat  analogous  to  indi- 
vidual retirement  accounts 
without  penurious  restric-  ^ 
tions  on  how  much  can  be  ^ 
squirreled  away,  are  tax-de-  — 
ferred  vehicles  for  both  middle-class  and 
high-income  savers.  Kemper  is  a  finan- 
cial-services powerhouse  with  strong  life 
operations.  Presidential  Life  Insurance, 
with  $1.8  billion  in  invested  assets,  is 
more  speculative  but  almost  a  pure  bet 
on  annuities. 

American  Express  is  a  play  on  higher 
savings,  with  its  IDS  Financial  Services 
subsidiary  and  62%  stake  in  Shearson 
Lehman  Hutton.  But  AmEx  is  a  core 
holding  of  Merrill  Lynch's  Fund  for  To- 


fc^  avings  for 
college  expenses 
and  retirement 
are  rising.  That 
could  lead  to 
heady  days 
for  brokerages 


the  year  2000 
Club  Med,  once  the  q 
essential  singles'  vacs 
resort,  has  refurbished 
to  attract  families  and 
mature  customers.  Co 
nies  such  as  Param 
Communications  and 
Warner,  with  their  mo 
television,  cable,  and  b( 
should  prosper  as  fan 
pick  up  the  pace  of  speri 

Ion  entertainment.  Walt 
ney  is  a  well-diversifie( 
tertainment  company 
its  well-known  theme  parks,  vah 
film  library,  and  top-notch  film  stu< 
A  rising  tide  of  wealthier  consu 
will  spend  more  money  on  luxuri* 
boost  to  Tiffany's,  Louis  Vuitton, 
other  specialty  retailers.  Well-off 
sumers'  appreciation  of  superb  se 
will  help  some  retailers,  such  as  I 
Strom's,  the  West  Coast  depart 
store  legendary  for  its  customer-se 
culture.  Growth  opportunities  for  > 
Strom  look  stellar  as  it  expands  U 
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American  Re's  services  are  only 
available  at  the  above  location. 


Today  you  need  a  reinsurer  with  financial  stability, 

innovative  products  and  services,  and 
a  strong  international  presence  in  order  to  respond 

to  your  clients'  global  needs.  American  Re 
has  been  in  business  for  over  70  years,  and  we  have 
offices  in  23  locations  worldwide  staffed 
by  local  experts.  We  have  the  capability  to  create 
customized  programs  that  keep  you 
current  in  a  changing  world.  Update  your 
global  strategy  Talk  to  American  Re. 


American  Re-Insurance  Company 

American  Re  Plaza,  555  College  Road  East.  Princeton.  NJ  08543-5241,  Telephone  609  275-2000 

Atlanta  •  Bogota  •  Boston  •  Cairo  •  Chicago  •  Columbus  •  Dallas  •  Hartford  •  Kansa        •       i  in  •  Los  Angeles  •  Melbourne  •  Minneapolis 
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rill  tell  you  whether  they  were  limited  by  cost  constraints  cp 
f^ies,or  only  by  their  imaginations.  It  will  tell  you  whether  1| 
ly  content  with  compromise,  or  resolute  about  Pf 
peopi  r  .^lio  are  passionate  about  spending  months  just  to  pertcij^ 
single  component.  Looking  carefully  at  the  engine  off  your  car  is  | 


way  to  distinguish  advanced  engineering  from  organized  chaos, 
there  is  no  finer  example  of  the  former  than  the 296 -horsepower, 
•injected  12-cyiinder  power  plant  inside  the  BMW 750iL. 
r  all,  if  there's  no  rhyme  or  reason  to  the  engine, what  can  (C  j| 
expect  from  the  rest  of  the  car?  THE  ULTIMATE  DRIVING  MACHINE; 
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nvesting  in  the  1990s 


STOCKS  TO  WATCH:  THE  AGE  WAVE 


Stock 


Price*  Stock 


Price*  Stock 


AMERICAN  EXPRESS  38  V4 

Charge  cards,  financial  services  for  the  middle-aged 

AMGEN  44 

Well-managed  outfit,  source  of  new  pharmaceuticals 

CLUB  MED  18V8 
Vacation  resorts,  not  just  for  swinging  singles  anymore 

COMMUNITY  PSYCHIATRIC  CENTERS  3 1 V2 

A  play  on  rising  spending  for  health  core 

GENERAL  MILLS  70% 

We're  all  eating  healthier  breakfasts  these  days 

KELLY  SERVICES  41  ¥2 

Coming  labor  shortages  bullish  for  temps 

*0ct.3 


LA  PniTE  ACADEMY  8 1/4 

More  working  moms,  greater  need  for  its  day  core 

MARRIOn  391/4 
Premier  hotelier  moving  into  caring  for  aged 

MASCO  CORP.  26 

Fixtures,  furniture,  a  ploy  on  home  remodeling 

MERCK  77% 

As  we  age,  we'll  need  more  medicine 

NORDSTROM  41 

Upscale  retailer  renowned  for  its  service 

PARAMOUNT  COMMUNICATIONS  58% 

On  the  big  screen  or  VCR,  entertainment  for  leisure 


PRESIDENTIAL  LIFE  INSURANCE  1| 

Sells  annuities,  the  retirement  vehicle  of  the  '90s 

SOUTHWESTERN  BELL 

A  Bell  with  a  stake  in  cellular  phones 

TIFFANY 

If  it's  good  enough  for  the  Japanese. . . 

T.  ROWE  PRICE  5F 

We're  saving  and  investing  more  as  we  gray 

TURNER  BROADCASTING  Si 

More  coble  channels  mean  demand  for  programmir] 

TYSON  FOODS 

We're  now  a  nation  of  bird-eaters 


East  Coast,  especially  since  key  competi- 
tors such  as  Macy's,  Federated,  and  Al- 
lied Stores  are  laden  with  heavy  debt. 

Although  senior  citizens  (65-plus)  as  a 
percentage  of  the  population  will  hold 
fairly  steady  in  the  '90s,  the  elderly  are 
living  longer  with  advances  in  health 
care.  Indeed,  the  75-plus  age  group  will 
jump  from  5.3'?''  to  6.2%  of  the  popula- 
tion by  the  year  2000.  Along  with  an 
aging  population  goes  increased  demand 
for  medical  and  other  health  care  ser- 
vices. But  not  all  health  care  stocks  are 
a  lay-up.  What  if  soaring  medical  costs 
lead  to  some  form  of  socialized  medi- 
cine? Hospitals,  health  maintenance  or- 
ganizations, and  other  health  care  com- 
panies could  prove  risky  investments. 
SIMPLER  PLAYS.  Pharmaceuticals,  on  the 
other  hand,  look  fairly  safe,  since  it's 
doubtful  the  government  will  want  to 
interfere  with  their  critical  research  ef- 
forts. Merck,  for  example,  should  enjoy 
a  20%  earnings  growth  rate  at  least  until 
the  mid-1990s,  says  Ronald  Nordmann, 
analyst  at  PaineWebber.  Merck  sells 
eight  drug  products  with  quarterly  sales 
of  more  than  $100  million  each;  few 
drugmakers  have  eight  products  with 
annual  sales  that  high.  Vincent  P.  Dileo, 
manager  of  the  Fund  for  To- 
morrow, keeps  nearly  20%  of 
his  portfolio  in  such  health 
care  stocks  as  Merck,  Johnson 
&  Johnson,  Upjohn,  and  Bax- 
ter International.  Medtronic,  a 
leading  pacemaker  company,  is 
also  a  favored  stock  of  his  that 
should  do  a  bountiful  business. 

Biotechnology  looks  to  be  a 
valuable  source  of  new 
drugs — aiid  stock  market  prof- 
its— in  the  coming  decade. 
Companies  such  as  Genentech, 
Amgen,  and  Xoma  look  as  if 
they'll  make  the  switch  from 
money-chewing  research  and 
development  companies  to 
bona  fide  growth  outfits  with 
experienced  management. 


sound  balance  sheets,  and  products  gen- 
erating real  earnings. 

There  are  simpler  ways  to  cash  in  on 
the  public's  quest  for  better  health, 
though.  Nowadays,  people  wary  of  heart 
attacks  are  eating  more  cereal  and  less 
bacon  and  eggs  in  the  morning.  That's  a 
plus  for  General  Mills  and  Kellogg.  And 
the  health-conscious  are  also  dining  on 
poultry  and  fish  rather  than  meat. 
That's  bullish  for  Tyson  Foods,  the  poul- 
try giant,  and  Arctic  Alaska  Fisheries. 

Workplace  changes  are  coming  from 
demographic  pressures,  too.  Temporary 
employment  agencies,  such  as  Manpow- 
er and  Kelly  Services,  should  prosper  as 
labor  markets  tighten  and  companies  be- 
come more  chary  of  taking  on  the  health 
care  and  pension  costs  that  come  with 
permanent  hires.  Labor  shortages 
should  also  bring  more  women  into  the 
work  force,  keeping  demand  high  for 
day-care-center  operators  such  as 
Kinder-Care  and  La  Petite  Academy.  To 
get  the  help  they  need,  some  employers 
contract  with  companies  to  run  child- 
care  units  at  the  parents'  workplace. 

Another  wrinkle  in  the  labor  market, 
says  Byron  R.  Wien,  portfolio  strategist 
at  Morgan  Stanley,  is  that  "employers 
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THE  GROWING  MIDDLE-AGE  SPREAD 


30 


20 


10 


 i 

will  discover  they  can  attract  bette 
pie  and  pay  them  less  if  they  can 
at  home,"  a  plus  for  companies  i: 
communications  business.  AT&T,  wr 
68%'  of  the  long-distance  market  a: 
expansion  into  the  business  infor 
market,  could  benefit  from  a  surj 
data-transmission  demands.  And 
prices  for  equipment  and  service  f; 
many  employers  will  find  it  costn 
tive  to  furnish  key  people  with  n 
phones,  especially  those  who  spend 
hours  on  the  road.  Look  to  Southwe 
Bell  or  McCaw  Cellular,  both  stro 
the  fast-growing  mobile  phone  bus 
THE  KEY.  By  contrast,  the  laws  of  ( 
graphic  supply  and  demand  say 
companies  tied  to  the  housing  m 
face  a  bleak  future.  Home-buying 
among  baby  boomers  will  be  a 
force  in  the  1990s,  and  the  babj 
generation,  the  41  million  born 
1965  to  1976,  offer  less  buying  pi 
Residential  builders,  mortgage  ler; 
and  others  tied  to  the  housing  vci 
could  prove  disappointing  investrt 
An  exception  could  be  companiesj 
feed  the  demand  for  upgrading  hi 
Masco  Corp.,  for  one,  could  do  wel 
its  kitchen  and  bath  products  and 
ture,  with  brands  such  as' 
redon  and  Drexel  Heritaji 

"The  key  to  the  1990s 
mographic  change,"  says 
er  Engemann,  portfolio 
ager  of  the  Pasadena  Gi 
Fund.  Clearly,  while  demj 
phy  may  not  be  econom 
terminism,  coming  popu 
shifts  suggest  that  the  i 
market  gains   of  the 
could  pale  next  to  the  p 
in  the  next  decade. 

Bi/  Christopher  Fan 
New  York 
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SPECIAL 


1ST  PERFORMANCE  IS  NO  GUARANTEE  OF  FUTURE  SUCCESS. 
RUT  IT'S  SOMETHING  TO  CONSIDER. 


Mutual  funds  haven't  always  been  your 

/day  investment.  Forty  years  ago  there 

n't  many  kinds  of  funds. 

Just  some  common  stock  funds  and 

:  bond  funds.  But  Jack  Drevfus  thiuight 

/ere  poised  for  growth. 

In  1951  he  began  managing  one  of  the 

2st  funds  to  actively  seek  growth  of  cap- 

or  its  shareholders. 

It's  a  hunch  that  paid  off.  Not  just  for 
^holders  of  The  Drey  fus  Fund,  but  for 
'holders  of  the  many  growth  funds  that 
wed  it  m  the  1950s  and  1960s.  !n  the 
1970s,  when  rising  interest  rates  were 


strandmg  savers  ui  lou-paying  FDIC  uisured 
passbook  accounts,  we  developed  Dre\fus 
Liquid  Assets. 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  tax 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated  tax- 
exempt  fund. 

The  rest  is  history.  These  days  there 
isn't  a  fund  company  worth  its  800  number 
that  doesn't  offer  a  wide  ranse  of  monev  mar- 
ket and  tax  exempt  funds. 

Today  everyone  talks 
about  the  need  to  allocate 


The  right  fund  at  the  right  time 


assets,  but  a  year  ago  we  created  a  fund  spe- 
cifically designed  to  shift  freely  among  stocks, 
bonds  and  money  market  i  nstniments .  depend- 
ing on  the  climate. 

Dreyfus  Capital  Value,  like  other 
Dreyfus  funds  before  it.  is  a  product  of  its 
time.  Will  it  too  give  rise  to  a  whole  new 
category  of  funds'.'  No  one  knows. 

But  one  thing  is  certain:  our  past.  And 
that's  one  way  to  evaluate  the  future.  Obtain 
i  prospectus  from  your  securities  dealer  or 
call  1-800-648-9048. 
Please  read  the  prospectus 
careful Iv  before  investinsz. 


How  re  you  going  to  do  it? 


inn, 

k 


In  formation  that  can  help  your  company  rise  above  the  compel 
should  he  quickly  and  easily  available  to  everyone  who  needs  it 
Which  is  why  you  should  consider  the  important  networldng  be: 
oi  the  IBM  P<TS()nal  System /2""  family  of  computers. 

The  Magic  Of  PS/2  Networking.  The  PS/2 '  is  an 
platform  lor  a  wide  range  of  communications.  It  not  only  connels 
everything  from  the  computer  on  your  desk  right  up  to  your 
mainframe,  it  can  also  connect  you  to  local  area  networI<s,  and 
so-local  data  base  services  via  telephone  lines.  And  while  the 
PS/2  runs  DOS,  it  also  runs  OS/2'^  EE,  the  feature-packed  op€ 
system  from  IBM  that  helps  you  get  the  most  out  of  your  netwoi 


he; 


IBM,  Personal  Syslem/2,  PS/2  and  OS/2  are  registered  trademarks  and  Micro  Channel  is  a  trademarV  of  Iniernaiional  Business  Machines  Corporation  <ci  1989  IBM  Corp 


PS/2 


can  access  and  work  with  any  data  quicldy  and  reliably, 
g  everyone  to  l)e  more  productive.  And  when  you  combine 
er  data  transferring  abilities  of  PS/2  s  Micro  Channer" 
5/2 s  full  multitasldng  capabilities,  you  can  easily  com- 
ite  back  and  forth  around  the  office  and  around  the  world, 
he  Solution  Is  IBM.  Wliether  your  business  is  big  or 
/our  IBM  Authorized  Dealer  or  IBM  marketing 
j  itative  can  find  a  PS/2  networldng  solution  lor  you 
I  ialer  near  you,  call  1  800  IBM-2468,  ext.  124 
i  how  being  better  connected  can  give  you 
etitive  boost. 


BRIGHT  SPOTS  IN 

THE  YEAR'S  BEST  QUARTER 


Funds  investing  in  Japan  racked  up  the  biggest  gains,  but  there  were  plenty  of  winners  at  home,  t 


To  sum  up  the  winning  formula  for 
mutual  funds  during  the  third 
quarter,  Horace  Greeley's  famous 
aphorism  would  have  to  be  turned  on  its 
ear.  "Go  east,  young  manager"  was  the 
byword.  Japanese  funds  may  have  led 
the  rankings,  but  fund  managers  did 
fine  investing  on  these  shores.  The  aver- 
age fund  advanced  9.487f ,  the  best  quar- 
terly gain  of  the  year. 

The  engine  that  pushed  the  fund 
steamroller  was,  of  course,  the  stock 
market's  summertime  rally.  But  with 
secondary  stocks  lagging  behind  large- 
capitalization  issues,  which  have  been 
the  main  beneficiaries  of  the  renewed 
market  advance,  equity  mutual  funds 
persistently  failed  to  equal  or  beat  the 
market.  During  the  third  quarter,  the 
Standard  &  Poor's  500-stock  index  ad- 
vanced 10.77f,  one  percentage  point 
more  than  the  average  fund,  and  the 
results  since  Jan.  1  lagged  further — 
23.887^'  for  funds,  compared  with 
29.017'  for  the  S&P.  And  investor  enthu- 
siasm seems  to  have  peaked  despite 
the  market's  strength.  According  to 
the  Investment  Company  Institute, 
sales  of  equity  funds  in  August  ex- 
ceeded redemptions  by  $658.2  million — 
u  sharjj  decline  from  the  $1.85  billion 
net  inflow  into  mutual  funds  in  July. 
TOUGH  TIME.  Transfers  within  fund 
families  contributed  to  the  August  de- 
cline in  net  sales.  Interfamily  transfers 
of  customer  holdings  away  from  equity 
funds,  to  money  market  and  bond 
funds,  depleted  stock  funds  by  $220.8 
niiiiion  during  August.  To  raise  cash 
i'  r  the  increased  redemptions,  fund 
ma;ia-jers  sold  $260.6  million  more 
stock  ?ha.ri  they  bought  for  their  port- 
folios, ;;;  rontrast  to  net  stock  pur- 
chases of  1  '.6.6  million  in  July. 

To  be  sur    sales  of  stock  by  fund 
managers  didn  *  seem  to  dent  the  mar- 
ket's rally.  But  ;  continued  ebb  in  net 
sales  would  be  a  .-erious  blow  to  the 
fund  industry  at  a  time  when  many 
mutual  funds  have  only  just  gotten 
back  on  their  feet.  "Until  the  last 
month  and  a  half  we'd  had  net  redemp- 
tions," says  Ronald  S.  Sloan,  chief  in 
I  vestment  officer  of  Siebel  Capital 
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Management,  an  Oakland  (Calif.)  fund 
manager.  "We've  had  to  sell  funds  rath- 
er than  just  flash  [performance]  num- 
bers at  customers." 

Fund  performance,  though  propelled 
by  the  market,  had  trouble  getting 
ahead  of  it.  Of  the  882  equity  funds 
tracked  by  Morningstar  Inc.,  a  Chicago- 
based  firm  that  follows  fund  perfor- 


HOW  rUND  CATEGORIES 
PERFORMED 


Total  return* 
Percent 

SPECIALTY— HEALTH  CARE 

16.85% 

INTERHATIOHAL 

13.23 

SPECIALTY— FINAHCIAL  SERVICES 

12.70 

SPECIALTY— TECHHOLOGY 

11.24 

AGGRESSIVE  GROWTH 

10.28 

GROWTH 

10.25 

SMALL  COMPAHY 

9.71 

SPECIALTY— HATURAL  RESOURCES 

9.62 

GROWTH/IHCOME 

8.48 

SPECIALTY— PRECIOUS  METALS 

7.62 

SPECIALTY— UTILITY 

7.35 

SPECIALTY 

7.21 

EQUITY-INCOME 

7.10 

BALANCED 

5.79 

ASSH  ALLOCATION 

5.37 

OPTION  INCOME 

5.31 

INCOME 

4.77 

DIVERSIFIED  HIND  AVERAGE 

9.61 

EQUITY  FUND  AVERAGE 

9.48 

*lncludes  reinvested  dividends  ond  capital  gains,  Mor  31-Sept.  29 
DATA:  MORNINGSTAR  INC. 


ill 


mance,  just  305 — or  357 — equalei 
outpaced  the  S&P  500  during  the 
quarter.  Of  17  fund  categories,  onl 
ternational,  financial  services,  tee 
ogy,  and  health  care  funds  beat  the 
ket  during  the  quarter,  with  the  13  c 
categories  lagging  considerably  b€ 
(table). 

The  10  largest  funds  were  likewisi 
inspired  performers,  with  only  orj 
them— the  $10.8  billion  Fidelity  M 
Ian — beating  the  market.  Of  the 
est  funds,  iVIagellan  was  also  a  sij 
out  in  performance  so  far  this 
with  a  gain  of  35.857f'  that  beat  thd 
500  by  an  impressive  seven  percen 
points.  "I'm  knocking  on  wood,] 
cause  I  remember  being  up  407  in\ 
gust,  1987,  and  I  finished  the  yeal 
l'7c"  Magellan  manager  Peter  L 
wryly  observes.  Still,  Lynch  bel 
that  the  market  is  fairly  valued 
eral  Electric  was  65  in  1987,  anc 
now  57  and  earning  507  more," 
Lynch.  "A  lot  of  major  companiei 
the  same  price  they  were  then 
earning  much  more.  The  qualitM?  Hec 
multiples  is  much  better."  aili 
ABOVE  THE  NORM.  Fidelity  Mag 
profited  from  gains  in  such  comp; 
as  Federal  National  Mortgage  A 
Philip   Morris,   and  MCI  Commu 
tions.  Fannie  Mae  and  MCI  also  coi 
uted  to  the  27.17  advance  realiz' 
the  Janus  Twenty  Fund,  says  marip.'!,.l;s 
Thomas  F.  Marsico.  According  to 
sico,  who  runs  the  top-performing 
and  IDEX  II  funds,  too,  the  JjfepjiF 
Twenty  Fund  also  gained  from 
tions  in  fast-growing  waste  mai 
ment  companies. 

Also  rising  above  the  norm 
funds  that  invested  in  takeover  st 
such  as  airlines,  and  hot  sectors, 
as  telecommunications.  The  Nat 
Aviation  &  Technology  Fund  is  on 
table  example,  gaining  27.87o  in 
third  quarter  and  63.47'^  year  to 
because  of  its  large  positio; 
two  of  the  hottest  airline 
over  plays — nwa  Inc.,  the  pareAtN 
Northwest  Airlines,  and  U.A^L  Inc. 
parent  of  United  Airlines.  "We 
the  way  the  world  is  shrinkii 


:  4'i 

■  Jiiiii 
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,  airlines  are  concerned,"  gloats 
t^.  Klee,  co-manager  of  the  fund, 
lal  Aviation's  performance  was  the 
-best  of  any  fund,  exceeded  only 
e  Merrill  Lynch  Pacific  Fund, 
Class  A  and  Class  B  shares 
29.59%  and  29.27%,  respectively 
ass  B  shares  have  a  different  fee 
ire  than  Class  A  shares  and  a 
•  expense  ratio  that  penalizes 
mance). 

■T  MALAISE.  For  Merrill  Lynch  Pa- 
nd  other  funds  investing  in  Japa- 
;tocks,  the  third  quarter's  gains 
i  refreshing  turnabout  from  the 
quarter,  when  Japanese  stocks 
med  listlessly.  Such  funds  have 
ted  from  the  yen's  strength 
t  the  dollar  and  advances  among 
ise  small-capitalization  stocks.  But 
me  Japanese  funds,  year-to-date 
rs  are  dreary  because  of  the  first- 
larket  malaise  in  Tokyo.  Merrill 
Pacific  Fund  declined  8.9%  during 
:ond  quarter,  and  despite  its  third- 
r  advance  has  risen  a  subpar 
this  year.  By  contrast,  the  G.  T. 
Growth  Fund  has  risen  43.5%  in 
rhat's  something  G.  T.  Capital  in- 


'm  knocking  on  wood, 
use  I  remember  being  up 
%  in  August,  1987,  and 
nished  the  year  up  1%' 


3nt  manager  Soraya  Betterton 
partly  to  an  emphasis  on  smaller 
lies.  Hedging  currency  risk,  she 
)oosted  1989  results  by  five  to  six 
tage  points. 

in  contrast  to  the  superior  perfor- 
of  small-capitalization  Japanese 
which  proved  more  resistant  to 
lie  and  political  ill  winds  than  did 
apitalization  stocks,  U.  S.  small- 
ly  stocks  and  funds  did  not  do  too 
mong  the  exceptions  were  the  Al- 
nall  Capitalization  Portfolio  and 
ufmann  Fund,  both  of  which  were 
the  top  performers  early  in  the 
[n  the  third  quarter,  too,  both 
were  among  the  leaders.  Overall, 
;r,  small  company  funds  lagged 
the  market,  gaining  9.7%-. 
cloudy  mutual  fund  picture  does 
ne  silver  lining:  While  few  inves- 
ide  a  bundle,  there  were  only  sev- 
ds  that  lost  money  and  just  a 
1  that  didn't  easily  outperform 
market  funds.  Food  for  thought, 
5,  for  investors  ready  to  utter  the 
:hat  reverberates  through  fund 
Jrs'  nightmares — "redeem." 
ary  Weiss  in  New  York,  with  Laura 
in  Boston 


EQUITY  MUTUAL  FUNDS: 
THE  BEST  AND  WORST  OF  THE  THIRD  QUARTER 


LEADERS 

Fund 

Total  return* 

Merrill  Lynch  Pacitic  A 

29.59% 

National  Aviation  &  Technology 

27.84 

Janus  Twenty 

27.10 

G.T.  Japon  Growth 

25.16 

T.  Rowe  Price  International  Discovery 

25.02 

Financial  Strategic  Health  Sciences 

24.76 

Steadman  Ocean.  Technology  &  Growth 

Investors  Research 

23.17 

First  Investors  International 

23.13 

One  Hundred 

22.43 

Twentieth  Century  Giftrust  Investors 

22.40 

Environmental  Awareness 

21.59 

DFA  Japanese  Small  Company 

20.91 

Twentieth  Century  Vista  Investors 

20.67 

IDEX  II 

20.54 

IDEX 

20.43 

Founders  Frontier 

HI. a 

AIM  Constellation 

20.09 

IDEX  3 

20.06 

Hdelity  Select  Medical  Delivery 

19.77 

u.  1 .  raciTic  browTn 

19.5/ 

Nomura  Pacific  Basin 

to  1  A 

19.16 

Alger  Small  Capitalization  Portfolio 

19.14 

Kaufmann 

19.01 

Fidelity  Select  Biotechnology 

18.15 

Vanguard  World  International  Growth 

1  7  OA 

Emerging  Medical  Technology 

1  /  .0  1 

Hartwelt  Emerging  Growth 

17  70 

AMEV  Growth 

17.76 

Founders  Growth 

17.72 

Trustees'  Commingled  Intl.  Equity 

17.64 

Pacific  Horizon  Aggressive  Growth 

17.42 

International  Equity 

17.33 

John  Hancock  World  Pacific  Basin  Eq. 

17.28 

Freedom  Global 

17.13 

Loomis-Sayles  Capital  Development 

17.10 

Mutual  of  Omaha  Growth 

17.09 

Janus 

17.02 

PBHG  Growth 

17.01 

DFA  Continental  Small  Company 

17.00 

ABT  Investment  Emerging  Growth 

16.86 

MFS  Managed  Sectors 

16.80 

Integrated  Equity  Growth 

16.66 

AMEV  Special 

16.61 

Twentieth  Century  Growth  Investors 

16.58 

AIM  Weingarten 

16.54 

Financial  Strategic  Technology 

16.53 

Japan 

16.53 

Seligman  Capitol 

16.46 

Financial  Industrial 

16.44 

lAGGARDS 

Fund 

Total  return* 

Strategic  Gold/Minerals 

-5.73% 

Dreyfus  Capital  Value 

-1.40 

Strong  Total  Return 

-0.53 

Merrill  Lynch  Special  Value  B 

-0.40 

National  Real  Estate  Income 

-0.32 

Reserve  Equity  Contrarian 

-0.07 

Matners 

U.  10 

Royce  Fund  Total  Return 

0.20 

Investment  Portfolios  Divers.  Income 

0.23 

Kemper  Diversified  Income 

0.29 

IDS  Progressive 

0.42 

United  Services  LoCap 

0.78 

American  Heritage 

A  DO 

Notional  Premium  Income 

1.17 

Prudent  Speculator  Leveraged 

1.22 

ueon  witter  Managed  Assets  i  rust 

1  tQ 

Franklin  Income 

1.64 

Cumberland  Growth 

1.66 

Oppenheimer  Ninety-Ten 

1.76 

United  Services  Real  Estate 

1.77 

Primary  Trend 

1.92 

Seligman  Income 

1.95 

Rochester  Growth 

1.95 

Permanent  Portfolio 

2.09 

Parnassus 

2.17 

Steadman  Investment 

0  17 
A.  1/ 

Freedom  Gold  &  Government 

9  An 

Rea-Grahom  Balanced 

2.62 

National  Real  Estate  Stock 

2.73 

Mutual  of  Omaha  Income 

2.89 

3in  Utilities 

O  OA 

2.96 

Oppenheimer  Premium  Income 

2.96 

Bascom  Hill  Balanced 

3.02 

Greenspring 

3.12 

Federated  Stock  &  Bond 

3.15 

MIMLIC  Asset  Allocation 

3.15 

Fidelity  Asset  Manager 

3.17 

Wells  Fargo  Invstmt.  Small  Co.  Stock 

3.26 

Lindner  Dividend 

3.26 

Colonial  Diversified  Income 

3.30 

Unified  Income 

3.35 

Landmark  Growth  &  Income 

3.36 

Wellesley  Income 

3.44 

USAA  Investment  Trust  Balanced 

3.45 

Wealth  Monitors 

3.46 

Ballard  Biehl  &  Kaiser  Diversa 

3.49 

Fidelity  Select  Software  &  Computer 

3.51 

Neuwirth 

3.52 

PaineWebber  Asset  Allocation 

3.56 

S&P  500-STOCK  INDEX  10.70% 
EQUITY  FUND  AVERAGE  9.48% 

*lndudes  reinvested  dividends  and  capital  gains  DATA:  MORNINGSTAR  INC. 
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BY  GENE  G.  MARGIAL 


IS  THERE  A  LINE 
AROUND  THE  BLOCK 
FOR  PARAMOUNT? 


Paramount  Communications, 
which  was  in  the  Hmelight  when 
it  made  a  $12.2  billion  bid  for 
Time,  faded  into  the  background  after 
losing  that  battle  last  summer.  But 
with  Columbia  Pictures  agreeing  to  be 
acquired  by  Sony,  Paramount  is  again 
the  focus  of  attention. 

Analysts  are  practically  unanimous 
in  the  belief  that  Paramount  Chairman 
and  CEO  Martin  Davis  isn't  ready  to 
launch  an  attack  on  a  new  target  just 
yet.  Nor  do  they  believe  that  anyone  is 
stalking  the  film,  entertainment,  and 
publishing  giant,  formerly  named  Gulf 
&  Western  Industries.  But  some  in- 
vestment managers  who  have  started 
buying  Paramount  shares  again  think 
those  analysts  are  dead  wrong.  They 
believe  that  smart  takeover  investors 
are  accumulating  the  stock,  which  has 
bounced  back  to  58  (chart). 

One  group  is  said  to  be  led  by  John 
Kluge,  whose  Metromedia  agreed  on 
Oct.  3  to  sell  its  interest  in  a  New  York 
City  cellular  franchise  to  McCaw  Cellu- 
lar Communications  for  $1.9  billion. 
Other  whispers  have  Herbert  Allen,  a 
Columbia  Pictures  board  member  and 
the  president  and  CEO  of  investment 
banker  Allen  &  Co.,  also  heading  a 
group  in  pursuit  of  Paramount  stock. 
Kluge  and  Allen  couldn't  be  reached 
for  comment. 

CASH-RICH.  Matsushita  Electric  Indus- 
trial, a  rival  of  Sony's  in  the  fiercely 
competitive  consumer-electronics  busi- 
ness, is  also  rumored  to  be  keenly  in- 
terested in  acquiring  or  merging  with 
Paramount,  says  one  New  York  invest- 
ment manager.  Paramount  spokesman 
Jerry  Sherman  declined  comment. 

Even  without  a  takeover.  Paramount 
is  one  of  the  least  expensive  entertain- 
ment stocks,  says  analyst  Mara  Bals- 
baugh  of  Smith  Barney,  Harris 
Upham.  Based  on  assets  and  other 
yardsticks,  she  values  Paramount  at 
$92  to  $102  a  share.  And  as  of  Oct.  31, 
Paramouiii  will  be  cash-rich,  making  it 
an  even  moi-o  alluring  target. 

That's  when  Paramount  will  collect 
$3.3  billion  from  Ford  Motor  for  the 
sale  of  Associates  First  Capital,  a  con- 
sumer- and  commercial-finance  compa- 
ny that  contributed  467'  of  Para- 
mount's  earnings  in  1988.  So  about  $30 
of  the  stock's  current  price  is  cash, 


PARAMOUNT'S  STOCK 
HEADS  BACK  UP 


JUNE  12 
▲  DOLURS 


oa.3 


DAW:  BRIDGE  INFORMATION  SYSTEMS  INC. 


leaving  only  a  $28  price  tag  for  the  rest 
of  the  company — including  Paramount 
Pictures  and  publishers  Prentice  Hall 
and  Simon  &  Schuster. 

The  "scarcity  value"  of  Paramount's 
entertainment  business,  which  includes 
a  huge  library  of  movies,  puts  a  big 
premium  on  the  company's  assets,  ac- 
cording to  Hal  Vogel,  an  entertainment 
analyst  at  Merrill  Lynch.  The  stock  is 
undervalued,  he  says,  and  quite  a  buy. 


CASHING  IN  ON 
COMPUTER  SMARTS 


The  promise  of  widespread  use  of 
artificial  intelligence  in  comput- 
ers fizzled  in  1984,  mainly  be- 
cause of  the  high  cost.  But  that's 
changing  nov/,  according  to  some  big 
investors  who  are  betting  on  Al  issues. 

One  company  they're  putting  their 
money  on  is  Intellicorp,  which  intro- 
duced a  system  called  Knowledge  En- 
gineering Environment  (KEE)  in  1983. 
That  was  the  first  commercially  avail- 
able AI  software  system  designed  to 
solve  specific  business  and  technical 
problems  in  such  industries  as  aero- 
space, energy,  and  telecommunications. 

Then,  two  years  ago,  Intellicorp 
started  to  shift  its  software  toward 
general-purpose  computers  for  wider 
applications.  In  June,  the  Mountain 
View  (Calif.)  company  introduced  a 
low-cost-delivery  version  of  its  KEE 
software  that  can  be  used  by  more  per- 
sonal computers  and  workstations. 

As  a  result,  "business  is  improving 
quarter  to  quarter,"  says  William  Wel- 
ty  of  Volpe,  Covington  &  Welty  in  San 
Francisco,  an  investment  firm  that  has 
acquired  a  9%  stake.  Sales  are  expect- 


ed to  rise  to  nearly  $22  million 
year  and  to  $26  million  in  1990, 
$20.5  million  last  year.  After  postir 
loss  of  21$  a  share  last  year,  the  c 
pany  should  be  in  the  black  star 
this  year,  earning  6$  a  share,  says  } 
ty.  Next  year,  he  sees  earnings  rii 
to  22$  a  share  as  revenues  improve 
expenses  stay  under  control. 

Intellicorp  management  owns  20^ 
the  stock,  which  has  climbed  from 
in  late  July  to  4%.  Welty  notes 
with  no  debt  and  cash  of  nearly  i 
share,  Intellicorp  could  see  earn: 
growth  of  about  40%  a  year  over 
next  five  years.  And  the  stock  c< 
easily  triple  over  the  next  two  ye 
he  says. 


ACRES  OF  ASSETS 
IN  TEXAS 


If  you're  looking  for  a  company  ^ 
a  low  price-earnings  ratio,  T( 
Pacific  Land  Trust  isn't  for 
Based  on  1988  earnings  of  63$  a  sh 
the  stock  sports  a  stratospheric  p 
57.  Even  so,  some  smart-money  in 
tors  believe  it's  a  bargain — and  the 
snapping  up  shares.  Why?  The  con 
ny  is  rolling  in  assets.  Scott  Bl 
president  of  Delphi  Management 
Boston,  says  that  based  mainly  or 
landholdings  in  west  Texas,  which 
duce  oil  and  gas,  the  Big  Board-lii 
company  is  worth  $92  a  share 
stock  now  trades  at  $36  a  share. 

Texas  Pacific  Land  owns  1.1  mil 
acres  in  21  counties  of  west  Texas, 
bulk  of  revenues  come  from  oil-and 
royalties,  cattle-grazing  fees,  and  o 
sional  land  sales.  The  proceeds  f 
the  land  sales  are  used  to  buy  I 
shares.  Last  year,  the  company  ret 
more  than  47,000  shares  at  an  avei 
cost  of  $29.55  apiece.  And  it's  exp& 
to  repurchase  more  of  the  3.5  mii 
shares  outstanding. 

A  tightly  run  operation  m.anned 
just  eight  employees  in  New  York 
Dallas,  Texas  Pacific  Land  sells 
blocks  of  acreage  every  year.  The 
tire  company  may  therefore  be  an 
tractive  target  to  some  of  the  majo 
companies.  About  27%  of  Texas  Pa^ 
Land's  oil-and-gas  leases  are  open 
by  Texaco,  which  pays  a  royalty 

Delphi  Management  already  o 
2.5%  of  the  stock  and  intends  to 
crease  its  position  to  nearly  5%.  Bi 
isn't  the  only  big  investor  in  Texas 
cific  Land.  Fireman's  Fund,  the  in 
ance  company,  has  a  19%  stake.  I 
man's  Fund  and  Texas  Pacific  L 
declined  to  comment. 
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7  WANT  TO  INVEST  IN 

ESTABLISHED 

GROWTH 
COMPANIES. 

ANY  IDEAS?" 

Consider  Founders 
Growth  Fund. 


The  Fund's  total  return  for 
the  period  1/1/89-8/31/89 
was  +46.25%.* 

The  Fund  invests  in  a  diversified 
selection  of  high  quality  growth 

companies  that  have  impressive  per- 
formance records  and  solid  market 
positions.  Call  for  more  details  today, 
including  information  about  our 
many  benefits  and  options,  and  a  free 


prospectus  containing  more  complete 
information  about  management  fees 
and  expenses.  Read  it  carefully  before 
you  invest  or  send  money. 


AVERAGE  ANNUAL  TOTAL 
RETURN  AS  OF  6/30/89* 


1-YEAR  5- YEARS  10- YEARS 
+27.57%   +18.94%  +18.50% 


1-800-525-2440 

24-Hour  Information  Line 


Founders 


810  Cherry  Creek  National  Bank  Building  •  3033  East  First  Avenue  •  Denver,  Colorado  80206 
Founders  Asset  Management,  Inc.,  Distributor 

*  Performance  figures  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains.  Past  performance  is 
no  guarantee  of  future  results.  Actual  total  return  and  principal  value  will  fluctuate  and  shares,  when  redeemed,  may  be 
worth  more  or  less  than  their  cost. 


FOUNDERS  GROWTH  FUND 


122A-CA 


'Hie  ,.nc  glowing  si^lu  re  devoted  exclusively  to  anticipat 


iiig  your  needs  all  over  the  world. 


122B-CA 


Th.  r         ^T^ff'-  K<.ng  .  The  Kowloon  ffotel.  Hong  Kong  .  Tlic  Manila  I>. 


'eninsnla 


In  the  hierarchy  of  the  financial  world,  "quality"  and  "strength" 
are  often  used  to  define  Swiss  banks. 

At  Credit  Suisse  USA,  that  definition  is  underscored  every  day. 
In  America.  For  American  business.  For  American  business  people. 


Credit  Suisse  USA  does  more  to  keep  you  at  the  top 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  ■  Houston  •  Los  Angeles  •  Miami  ■  New  York  ■  San  Francisco 


It's  like  belonging  to  an  exclusive  club, 
only  the  dues  are  far  more  reasonable. 

Introducing  the  PowerMate  286  and  286  Plus. 


If  price  has  kept  you  out  of  that  set  of  top 
quality  286-basecl,  industry  standard  PC's,  we've 
got  some  good  news.  The  barrier  just  fell. 

The  PowerMate®  286  is  an  affordable  10  MHz 
machine  with  4  expansion  slots  and  optional  built-in 
Super  EGA  graphics.  And  its  low  cost  makes  it  the 
perfect  entry  level  system  or  LAN  workstation. 

The  PowerMate  286  Plus  goes  even  further. 

It  gives  you  exceptional  per- 
formance in  a  286  desktop 
computer.  It's  a  12  MHz,  0  wait 
state  machine  with  1  MB  of 
memory  standard,  expandable 
to  16  MB.  And  the  mouse,  ser- 
ial and  parallel  ports  and  VGA 


M 


hnverMiilc  286 


graphics  are  fully  integrated  on  the  motherboa 
Which  frees  up  its  5  expansion  slots  for  net  wo  ti 
ing,   memory   and  oth 
add-in  boards. 

And  with  new  strea 
lined  cabinets,  these  machiri 
take  up  hardly  any  room 
your  desk. 

If  you're  looking  to  gj 
access  to  the  world  of  286-based  computers,  lo 
to  NEC,  the  $24  billion  world  leader  in  comput« 
and  communications. 
You'll  find  the  dues  are 
quite  to  your  liking. 

WE'RE  MAKING  THINGS  BETTER  FOR  Y< 


PowprMate  2S6  PliLs 


NEC  Information  Systems,  Inc.,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719.  1-8()0-NEC  INFO,  In  Canada,  1-800-343-4 
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IS:  PRICE  STABILITY  HELPS  FUTURE  PLANNING— AND  LEADS  TO  HIGHER  GROWTH 


N  CONGRESS  MAKE 
FLATION  ILLEGAL? 


olution  has  the  Fed's  backing — but  it  may  cost  jobs 


e  some  great  blank  spot  on  a 
ap,  zero  inflation  is  territory  into 
hich  the  U.  S.  economy  has  rarely 
id.  But  that  doesn't  stop  Repre- 
Stephen   L.   Neal  (D-N.  C), 
an  of  the  House  domestic  mone- 
ilicy  subcommittee.  After  ponder- 
years,  he  decided  to  introduce  a 
ion  directing  the  Federal  Reserve 
to  cut  inflation  to  zero  in  five 
-and  keep  it  there, 
resolution  may  never  pass  Con- 
Dut  it  has  already  achieved  much 
esired  effect.  A  zero-inflation  pol- 
n  the  table  as  a  serious  possibili- 
it  has  drawn  some  heavyweight 
ers.  The  prime  catch:  Fed  Chair- 
Ian  Greenspan.  Greenspan  is 
ed  to  testify  on  Oct.  25  in  favor 
*esolution,  emphasizing  price  sta- 
5  official  Fed  policy, 
i  marks  a  victory  for  zero-inflation 
es  such  as  W.  Lee  Hoskins,  pres- 
■  the  Cleveland  Fed,  and  Federal 
•!  Governor  Wayne  D.  Angell. 
■>,  in  particular,  has  forcefully  ar- 
at  any  amount  of  inflation  is  too 
lis  main  point:  Inflation  adds  risk 
>ions  and  retards  long-term  in- 


vestments. With  price  stability,  business- 
es and  individuals  can  more  easily  plan 
for  the  future,  which  would  eventually 
lead  to  higher  growth  and  fewer  reces- 
sions. Hoskins  is  not  alone  in  his  views. 
Adds  Jerry  L.  Jordan  of  First  Interstate 
Bancorp:  "Japan  and  Germany  have 
shown  that  low-inflation  environments 
are  best  for  maximum  growth." 

But  while  there  is  general  agreement 
that  price  stability  is  an  appealing  no- 
tion, not  everyone  is  sure  that  trying  for 
zero  inflation  makes  sense  right  now. 
Greenspan's  slow  and  careful  monetary 
policy  has  stabilized  the  inflation  rate  at 
around  59^ — without  tumbling  the  econo- 
my into  a  recession.  And  the  Administra- 
tion has  been  trying  to  prod  the  Fed  into 
loosening  monetary  policy  rather  than 
tightening  it. 

With  the  economy  on  a  precarious 
soft-landing  path,  skeptics  worry  about 
the  consequences  of  attacking  inflation 
aggressively.  Robert  J.  Gordon  of 
Northwestern  University  estimates  that 
to  eliminate  inflation,  the  Fed  would 
have  to  squeeze  the  economy,  causing 
the  unemployment  rate  to  rise  from  5.2% 
to  over  7%  and  stay  at  that  level  for  five 


years.  Two  million  workers  would  lose 
their  jobs — and  recession  would  result. 
According  to  Gordon,  the  cost  of  getting 
rid  of  inflation  would  be  around  $1.5  tril- 
lion in  lost  output. 

'WRENCHING.'  Not  all  economists  are  that 
pessimistic,  but  most  supporters  of  low- 
er inflation  concede  that  moving  to  zero 
would  cause  some  pain.  Greenspan  noted 
in  a  letter  to  Senate  Banking  Committee 
Chairman  Donald  W.  Riegle  (D-Mich.) 
that  "we  can't  achieve  price  stability 
overnight  without  undue  wrenching  of 
tlie  economy."  And  even  with  a  longer 
timetable,  lowering  inflation  would  re- 
quire "quite  an  extended  period  of  rela- 
tively slow  growth,"  says  Robert  T.  Par- 
ry, president  of  the  San  Francisco  Fed. 

This  would  also  mean  sharply  higher 
interest  rates,  at  least  in  the  short  run, 
since  the  Federal  Reserve's  main  tool 
for  slowing  the  economy  is  tightening 
the  money  supply.  Leveraged  buyouts, 
especially,  would  be  caught  between  a 
rock  and  a  hard  place.  Rising  interest 
rates  would  worsen  the  burden  on  corpo- 
rate cash  flow.  But  as  inflation  was 
tamed,  LBOs  would  find  revenues  falling 
short  of  projections  that  assumed  rising 
prices.  If  inflation  falls,  concedes  Jordan 
of  B^irst  Interstate,  "somebody's  equity 
will  get  wiped  out." 

Much  of  the  pain  could  i)e  minimized, 
.says  Hoskins,  if  the  Fed  could  convince 
people  that  it  was  truly  serious  about 
eliminating  inflation.  With  a  "pre- 
commitment  to  an  objective  of  price  sta- 
bility," says  Hoskins,  the  public  would 
become  increasingly  confident,  inflation- 
ary psychology  would  fade,  and  the  pro- 
cess of  squeezing  out  inflation  altogeth- 
er would  become  easier  and  easier. 

The  key  issue  is  credibility,  and  that's 
where  Representative  Neal's  resolution 
comes  in.  The  hearings  on  the  resolution 
will  provide  Greenspan  with  an  oppor- 
tunity to  make  clear  the  Federal  Re- 
serve's objective  of  price  stability.  If 
the  resolution  passes,  and  Congress  or- 
ders the  Fed  to  eliminate  inflation,  this 
will  give  the  Fed  the  shield  it  needs  to 
deflect  criticism  from  Congress  and  the 
White  House  and  could  well  enhance  the 
credibility  of  a  tough  anti-inflation 
stance. 

But  the  fate  of  Congress'  last  major 
attempt  to  legislate  economic  goals  is 
worth  remembering.  The  Full  Employ- 
ment &  Balanced  Growth  Act  of  1978, 
also  known  as  the  Humphrey-Hawkins 
bill,  mandated  a  five-year  goal  of  4% 
unemployment  and  37'  inflation.  By 
1983,  inflation  was  hovering  around  3%, 
but  unemployment  had  climbed  to 
9.57c — not  an  encouraging  precedent. 

By  Michael  J.  Mnndel  in  New  York,  with 
Mike  McNamee  in  Washington 
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In  the  office 

w  ool  gives  you  the  contidence  that 
you  made  the  right  choice. 


At  lunch  or  coc 

w  ool  is  ahva 
right  choice  for  co 
and  good  looks  thai 


PURE  WOOL 

The  sewn-in  Wcxjimark  label 
IS  your  assurance  of  quality- 
tested  fabrics  made  of  the 
world  s  best    Pure  Wool. 


i 


WOOL 

MAKES  LIFE  EASIER 

Your  day  begins  and  ends 
with  comfortable  pure  wool. 


For  leisure  time 

indoors  or  outdoors  casual 
comfort  vear  round. 


After  five 

for  those  special  times  when  you 
want  to  look  your  very  best. 


e  Corporation 


When 
it  comes  to 
heating 
and  air 
conditioning, 
over 
50,000 
leading 
executives 
thinl<  one  way. 


STRATEGIES  I 


QUAKER  STATE  SWITCHES 
INTO  A  QUICK-CHANGE  ARTISl 


Will  fast  lubes  help  it  reclaim  the  lead  in  motor  oil? 


y  early  last  year,  Quaker  State 
Corp.'s  board  had  decided  the 
company  was  in  dire  need  of  an 
overhaul.  It  had  just  come  off  one  of  its 
worst  years  ever — plunging  $48  million 
into  the  red.  And  for  the  first  time  in  10 
years,  Pennzoil  Co.  had  edged  it  out  as 
the  No.  1  seller  of  motor  oil.  Some  inves- 
tors were  agitating  for  the  insular  Oil 
City  (Pa.)  outfit  to  bring  in  some  fresh 
blood  to  shake  things  up.  Instead,  in 
May,  1988,  the  board  t!pped  Jack  W. 
Corn,  a  retired  Quaker  State  oil  distribu- 
tor, to  take  the  helm. 

Corn,  60,  a  self-described  "redneck," 
was  familiar  with  the  fix  Quaker  State 
was  in.  For  31  years,  he  had  operated 
Corn  Brothers  Inc.  in  Smyrna,  Ga.,  a 
successful  distribution  subsidiary 
bought  by  Quaker  State  in  1974.  An- 
gered by  changes  in  the  way  the  compa- 
ny distributed  its  products,  he  quit  and 
collected  about  $1  million  for  his  shares 
of  Quaker  State  in  early  1987.  Now  he's 
trying  to  undo  the  damage  he  blames  on 
former  President  Roger  A.  Markle  and 
consultant  McKinsey  &  Co.  They're  the 
ones  who  cooked  up  the  idea  of  forcing 
the  company's  distribution  subsidiaries 
to  carry  Quaker  State  product  exclusive- 
ly, he  says,  as  well  as  to  step  up  sales  of 
the  brand  through  mass  merchandisers, 
'in  theory,  it  sounded  good.  But  it  didn't 
work,"  grumbles  Corn.  McKinsey  had  no 
comment  on  the  matter,  and  Markle, 
who  took  early  retirement  last  year, 
couldn't  be  reached. 

SLUDGY  SALES.  So  much  for  strategic 
planning.  The  company's  profits  plunged 
as  its  distributorships  lost  business  to 
competitors  willing  to  sell  a  wide  variety 
of  brands.  Margins  were  squeezed  by 
the  big  discount  deals  Quaker  State  was 
giving  to  mass  merchants,  such  as  K 
mart  Corp.  and  Wal-Mart  Stores  Inc. 
And  its  primary  outlets — service  stations 
and  small  retailers — were  peeved  when 
the  discounters  undercut  their  prices.  Its 
premium  image  deteriorated  because  of 
the  bargain-basement  pricing.  Gross 
profit  margins  on  oil  operations  are  cur- 
rently running  at  2.47^  of  sales,  off  sub- 
stantially from  nearly  119<  back  in  1986. 

To  return  Quaker  State  to  health, 
Corn  has  been  trying  to  patch  up  rela- 


tions with  its  outside  distributors- 
portant  promoters  of  the  company's 
tor  oil  and  engine-care  products.  He 
an  end  to  deep  discounting.  He  also 
cut  petroleum-refining  capacity  by 
and  sold  all  Quaker  State's  margin; 
wells  and  reserves  in  Pennsylvania 
New  York. 

The  hardest  part  is  likely  to  b( 
building  a  premium  image  so  that 
tomers  will  fork  over  a  few  cents 
for  the  Quaker  State  label — even  th( 
the  formulation  of  the  oil  has 
changed.  Corn  says  he  has  steppei 
spending  for  marketing  and  advert 
by  10' ;  to  20'; ,  amounting  to  $80  m 
this  year.  Quaker  State  has  beefed  v 
sponsorship  of  motor  sports.  Foi 
stance,  it  is  backing  a  Porsche  rac( 
on  the  Indy  circuit.  And  the  com; 
has  recast  its  print  and  TV  ad  camf 
to  target  car  buffs  and  mechanics, 
have  a  big  impact  on  sales.  Corn  i 
doned  a  campaign  that  harped  on  Q 
er  State  oil's  technical  properties 
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THE  CORP(t/ 


impler  quality  theme.  The  tagline: 
ig  Q  stands  for  quahty." 
chief  executive  has  made  some 
js:  Profits  recovered  last  year,  to 
lillion  on  $877  million  in  revenues, 
^h  that's  a  far  cry  from  the  $50.3 
it  made  at  its  peak  in  1986.  This 
expected  to  show  little  improve- 
:hart).  And  despite  Corn's  efforts, 
npany  has  yet  to  regain  any  of 
rket  share  it  lost 
;nt  years.  Since 
ts  share  of  the 
lion  in  motor  oil 
U.  S.  car  owners 
)m  21%  to  17%. 
'hile,  Pennzoil 
abbed  a  leading 
are,  and  Texaco 
Havoline  brand 
r  behind  Quaker 
5%,  according  to 
Jroup,  a  Port 
gton  (N.  Y.)  re- 
firm. 

lot  clear  whether  Corn  has  assem- 
e  elements  from  which  a  sustain- 
rnaround  is  made.  For  his  part, 
ks  Quaker  State  has  "finally  bot- 
Dut  and  is  in  the  cure  stage."  But 
1  survival  strategy  depends  on  a 
iS  that  is  rife  with  competition, 
etting  heavily  on  Quaker's  vast 
k  of  Minit-Lube  shops,  outlets 
omise  to  change  engine  oil  and 
n  less  than  10  minutes, 
•ationale?  Corn  sees  a  shift  away 
he  do-it-yourself  market  served 
.s  merchandisers,  which  now  ac- 
for  about  60%  to  65%  of  motor 
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oil  sales,  to  service  stations  and  quick- 
lube  shops.  Do-it-yourselfers  will  in- 
creasingly turn  to  these  outlets  because 
of  growing  pressure  from  environmental 
circles  to  recycle  used  motor  oil.  Even 
now,  there  are  several  bills  before  Con- 
gress calling  for  recycling.  Some  states, 
including  Massachusetts,  already  have 
laws  that  require  retailers  to  take  back 
used  oil  from  customers.  Says  G.  Law- 
rence Northup,  director 
of  the  Convenient  Auto- 
motive Services  Insti- 
tute: "Legislation  is 
inevitable." 

So  far,  Quaker  State, 
Pennzoil,  and  Valvoline 
have  moved  most  ag- 
gressively into  quick 
lubes.  Quaker  State 
now  has  the  second- 
largest  nationwide  net- 
work, behind  Jiffy  Lube 
International  Inc.  Of  its 
444  Minit-Lube  outlets, 
66'/'  are  now  company-owned  and  the 
rest  franchised.  "If  it  weren't  for  Minit- 
Lube,  Quaker  State's  problems  would  be 
far  more  serious.  It's  saved  them,"  says 
Larry  M.  Moore,  vice-president  of  Nl'D 
Group.  Indeed,  quick  lubes  have  come 
from  nowhere  to  capture  about  8%  of 
the  motor  oil  market  in  10  years,  and  the 
share  is  expected  to  grow  to  one-third. 
Glenn  F.  Hermann,  a  researcher  at  mar- 
ket research  firm  Kline  &  Co.,  estimates 
that  quick  lubes  will  grow  7.5%,  to  7,000 
shops,  in  five  years. 

JIFFY  JAM?  Grabbing  a  piece  of  that 
growth  will  be  tough  for  Corn.  Minit- 
Lube's  operating  profits,  accounting  for 
17%  of  the  total  last  year,  have  already 
plateaued.  And  even  No.  1  Jiffy  Lube  is 
having  trouble.  Major  markets  are  be- 
coming saturated  and  real  estate  costs 
are  skyrocketing.  Ford  Motor  Co.  and 
General  Motors  Corp.  recently  an- 
nounced they  will  open  thousands  of 
quick-lube  operations  in  dealerships.  Ma- 
jor oil  companies,  including  Exxon,  Mo- 
bil, and  Shell,  are  now  experimenting 
with  quick  lubes  as  both  stand-alone  op- 
erations and  as  part  of  service  stations. 
Says  Hermann:  "This  is  the  beginning  of 
a  major  shakeout." 

The  shakeout  isn't  the  only  thing  Corn 
has  to  worry  about.  Quaker  has  been 
considered  a  takeover  target  ever  since 
New  York  investment  bank  Ardshiel 
Inc.  bid  $26.50  a  share  for  it  last  year. 
Ardshiel  backed  out,  says  Corn,  when  it 
couldn't  come  up  with  the  financing.  Re- 
cently, the  stock  sold  at  $16,  well  below 
Ardshiel's  offer  but  a  lofty  24  times 
earnings.  Says  Corn:  "Investors  still  see 
a  lot  of  value  in  Quaker's  assets."  May- 
be so.  But  absent  a  takeover,  it  may 
take  years  for  investors  to  realize  that 
value. 

By  Michael  Schroeder  in  Oil  City,  Pa. 


They 


THINK 

UNC 


And  for  good  reason.  Like  you, 
these  executives  have  a  lot  on  their 
minds.  They  don't  want  to  worry 
about  potential  heating  and  air  con- 
ditioning problems  in  their  com- 
mercial buildings — is  the  system 
running  efficiently  or  wasting 
money?  Are  the  components  being 
properly  serviced  to  ensure  long 
equipment  life?  Will  an  equipment 
failure  break  the  budget? 

With  LING  Service",  they— 
and  you— don't  have  to  worry  LINC 
Service  "  takes  care  of  everything. 
For  a  budgetable  monthly  amount, 
your  authorized  LINC  Service" 
Contractor  will  do  whatever  it  takes 
to  keep  your  heating  and  air  con- 
ditioning system  running  reliably, 
efficiently,  and  affordably. 

That's  Guaranteed  Profes- 
sional Maintenance.  And  for  execu- 
tives who  have  chosen  LINC 
Service^-,  that's  peace  of  mind. 

So,  why  worry  about  your 
heating  and  air  conditioning  sys- 
tem. THINK  LINC.  It  could  be  one 
of  your  best  executive  decisions 
ever. 

For  the  name  of  the  LINC 
Service"  Contractornearest you, 
call 

800-638-2000 

(In  Maryland,  800-831-4300) 


SERVICE 


WION 
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"The  teamwork 
between  Digital 
and  Hamilton  Avnet 
Computer  makes  us 
industry  leaders  in 
sales  and  support." 


"Digital  offers  both  a  full  spec- 
trum of  totally  compatible  computer 
products  and  a  range  of  solutions  to 
our  customers'  problems,  now  and 
into  the  future. 

"We've  already  reached  a  billion 
dollars  in  sales  of  Digital's  products, 
making  us  their  largest  authorized 
distributor.  We  rely  on  them  for  the 
advanced  technology  that  helps  us 
maintain  our  #1  position  in  the  indus- 
try. Digital  had  the  vision  to  adhere 
to  a  unified  software  environment.  By 
sharing  in  that  vision,  we  share  in 
their  leadership. 

"Our  customers  receive  the  same 
products,  services  and  applications 
they'd  receive  if  they  were  dealing 
directly  with  Digital.  To  all  that,  we 
add  our  expertise  in  personalizing 
services. 

"You  won't  find  a  more  powerful 
combination  anywhere  else.  There's 
not  another  range  of  products  like 
Digital's,  and  there's  no  other  com- 
pany that  can  deliver  those  products 
and  support  to  the  customer  the  way 
we  do.  Together,  we're  an  unbeatable 


alliance. 


The  rewards  of  working  together. 

With  Digital's  continuous  sup- 
port, authorized  distributors  are  an 
excellent  source  of  Digital's  products 
and  services.  They  can  also  provide 
product  knowledge,  training  and  tai- 
lored computing  solutions. 

Today,  Digital's  leadership  prod- 
ucts and  comprehensive  services  give 
you  an  elegantly  simple  way  for  your 
people  to  work  together  more  pro- 
ductively, more  creatively,  more  effi- 
ciently, more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  t~x  •    •  1 

Digital 


has 


1 


ocial  Issues 


ABORTION  I 


THE  SURGING  ARMIES 
OF  ABORTION 


How  Webster  is  galvanizing  even  'nonpolitical'  women 


Oct.  10, 
among 


Wlien  thousands  of  pro-choice 
activists  rally  at  Florida's 
state  capitol  in  Tallahassee  on 
Allison  Doliner  Hockman  will  be 
them.  Hockman,  age  37,  hasn't 
marched  in  a  demonstration  since  she 
left  college.  Law  school,  building  a  prac- 
tice, and  raising  a  family  left  little  time 
for  politics. 

But  since  July,  when  the  Supreme 
Court  gave  states  more  authority  to  re- 
strict abortions,  Hockman  has  made  the 
time.  For  her,  the  final  impetus  to  action 
came  when  Republican 
(Jovernor  Bob  Martinez, 
a  strong  right-to-lifer, 
called  a  special  legisla- 
tive session  to  consider 
new  anti-abortion  mea- 
sures. That  [Hit  Florida 
on  the  front  lines  of 
a  spreading  abortion- 
rights  conflict.  And  it 
turned  Hockman,  who 
calls  Martinez'  drive  "a 
]jer.sonal  affront,"  into 
a  foot  soldier  in  the 
struggle. 

SKIRMISHES.     In  the 

wake  of  the  high 
court's  decision  in  Web- 
ster vs.  Reproductive 
Health  Services,  tens  of 
thousands  of  new  re- 
cruits have  swelled  the 
ranks  of  both  pro-choice 
and  pro-life  groups.  To 
varying  degrees,  abor- 
tion has  been  an  issue 
in  national  politics  since 
1973,  when  Roe  vs. 
Wade  established  a 
woman's  right  to  termi- 
nate a  pregnancy.  Now, 
with  the  new  latitude 
given  states  by  the 
Webster  decision,  the 
fight  i.s  heating  up  in 
siatf'  cajtitiils. 

1')  i-choice  candidates, 
mo.-^  i  i)f  them  Demo- 
crats :i()pe  the  new  po- 
litica,  av/areness  of 
abortion-rights  backers 
will  throw  pro-life  Re- 


publicans on  the  defensive.  The  Demo- 
crats' greatest  opportunity,  and  the 
GOP's  biggest  fear,  is  that  the  Republi- 
cans' tough  anti-abortion  rhetoric  will 
scare  away  the  younger  voters  who 
have  been  flocking  to  the  party.  "All 
these  young  people  who  voted  for  Rea- 
gan and  Bush  despite  their  stands 
against  abortion  now  have  to  rethink 
their  political  allegiance."  says  Demo- 
cratic pollster  Geoffrey  Garin. 

Because  women  already  vote  more 
Democratic  than  men,  the  decision  of 


ffSWIOi 


ABORTION  BATTLEGROUNDS 


UUFORNIA 
FIORIDA 


ILLINOIS 


LOUISIANA 


Basically  pro-choice,  but  a  battle  looms  over  public  funding 

Pro-choice  legislature  likely  to  block  most  of  Governor  Bob 
Martinez'  suggested  restrictions  in  a  special  session 

Tough  rules  for  abortion  clinics  may  be  struck  down  by  the 
Supreme  Court.  If  so,  pro-life  forces  will  try  again 

Efforts  to  restore  tough  pre-1973  laws  will  probably  be 
fought  in  the  courts 

MASSACHUSETTS  A  pro-life  House  will  struggle  with  a  pro-choice  Senate 


MICHIGAN 


Restrictions  may  pass  the  legislature  but  be  vetoed 


MINNESOTA 


Pro-lifers  have  a  majority  in  the  legislature,  but  abortion- 
rights  forces  think  they  can  halt  further  erosion 


PENNSYLVANIA    Pro-lifers  dominate  the  legislature  but  will  have  a  tough  time 
enacting  severe  restrictions 


Hockman  and  thousands  like  her  t* 
enter  active  i)olitics  is  particularly  hi 
ening  to  a  party  that  is  starved  for 
news.  Despite  the  hours  she  puts  i' 
her  solo  Miami  law  practice  and 
year-old  twins,  Hockman  has  founi 
time  to  raise  money  and  organize 
women.  "I'm  dealing  with  either  p: 
sional  women  or  nonworking  mo| 
who  are  liberal  in  their  viewpoints, 
says.  "They  were  probably  very  acti 
the  '60s  and  early  '70s  but  since 
have  gone  on  with  their  private 
raising  their  kids  and  doing  carpoi 
Democratic  pollster  William  Han 
describes  these  voters  as  "soft 
choice,"  women  who  saw  no  reason 
active  as  long  as  the  courts  were 
tecting  abortion  rights.  Many  also 
put  off  by  the  extremes  of  feminist 
tics.  But  the  Webster  decision 
changed  all  that.  "A  lot  of  women 
have  never  touched  a  movement 
come  out  on  this  one,"  says  politicf 
entist  Mark  Stern  of  the  Universi 
Central  Florida 

It's  not  a  cl© 
partisan  issue  ei 
even  though  the  n 
al  Democratic  Pai 
officially  pro-choio 
the  Republican 
ty  officially  pro 
"There  are  a  lot  of 
nesswomen  like 
who  are  taking 
very  seriously," 
Miami  ad  agency  c 
Susan  Gilbert, 
choice  Republican 
plans  to  lobby  le 
tors  during  the  s 
session.  She  has 
her  public  relationi 
tacts  to  organize 
ception  for  pro-c 
lawmakers.  "Re; 
ism  was  supposed 
less  government  i: 
lives,"  Gilbert 
"Now,  the  goveri 
is   peering  intoWJt 
tummies." 
HIGHER  STAKES, 
though  the  action 
test  in  Florida 
now,  pro-choice  g 
around    the  co 
are  reporting  dra 
growth.  The  Na' 
Abortion  Rights  J 
League  has  almos 
bled  its  membei 
to      350,000,  -0 
200,000  before  We* 
Planned  Parent)' 
has  raised  its  i.Ji' 
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SOCIAS? 


MIIOMATK 
ANXIETY 


REDUCTION 


AUTOMATIC  DOCUMENT  FEEDING 


AUTOMATIC  DUPLEXING 


AUTOMATIC  SORTING  OPTIONS 


•rantically  looking  for  a 
lendable  25-cpm  copier'?  Relax, 
^anon's  new  Anxiety  Reduction 
es  takes  the  worry  out  of  copying, 
inovations  like  a  long-life  copying 
Ti,  sophisticated  fine-grain  toner 
self-diagnosing  control  panel 
e  specifically  designed  to  give  you 
e  copies  and  fewer  headaches. 


AUTOMATIC  REPRODUCTION  RATIO 


AUTOMATIC  EXPOSURE 


AUTOMATIC  PAPER  SELECTION 


And  whether  you  choose  the 
NP3825  with  its  duplexing,  editing 
and  color  capabilities  or  the  nnore 
basic  productivity  of  the  NP3325,  you 
can  count  on  the  Anxiety  Reduction 
Series  to  deliver  what  you  need  most 
from  your  office  copier  Increased 
reliability  without  increasing  your 
blood  pressure. 


Canon  NP  3825/3325 

iZnxiety  deduction  Series 

For  more  information,  call  toll  free1-800-OK  CANON.  Or  wnte  Canon  U  S  A.,  Inc.,  PO  Box  3900.  Peoria.  IL  61614   ©  1989  Canon  US  A.  Inc. 


Enjoy  easy  e«  icxJefl  paymefits 
wrth  tne  Canon  Credil  Cafd  Ask  tor  details 
ai  participating  Canon  deaths  and  'eiailers 
Ava<iat>ieonryinUS 


BusinessMfoek 


The  New  Business  Week 
Mutual  Fund  Scoreboard  Diskettes 


Fixed 
Income 


4 


Compare  the  performance  of  over  830 
equity  and  690  fixed  income  mutual 
funds  at  tfie  toucti  of  a  l<ey! 

Now  you  can  use  the  enormous 
power  of  your  IBM  or  compatible  PC  ^ 
to  select,  rate  and  compare  virtually  ^ 
every  mutual  fund  on  the  market  - 
the  entire  spectrum  of  over  1,500 
funds  covered  by  Business  Week's 
annual  Mutual  Fund  Scoreboard. 

With  simple  menu  commands,  the 
Mutual  Fund  Scoreboard  Diskettes  enable 
you  to  select  and  display  the  data  you  want  in 
a  format  that  you  can  use  to  make  better  buy/sell 
decisions.  For  example,  you  can  instantaneously 
rank  all  no-load  equity  funds  whose  objective  is 
aggressive  grov\/th,  which  outperformed  the  S&P 
500  over  the  past  5  years  and  have  assets  of  less 
than  $500  million. 

Over  25  key  performance  factors  and  data  fields 
on  each  fund. 

The  Business  Week  Mutual  Fund  Scoreboard  Diskettes  offer  you  all 
the  information  you  need  to 


Enuitjf 


o 


Used  to  stay  up  to  date  by  Financial 
Planners,  Investors,  and  Brokers! 

Order  your  own  subscription  now  to  t 
Fixed  Income  and  Equity  Diskettes 


j 


Sir 

^  •  IMn  aril 


make  better  decisions 
including  a  beta  factor  for 
risk  level  and  the  exclusive 
Business  Week  Rating  of 
mutual  fund  performance 
adjusted  for  risk  and  sales 
charges. 

orts  easily  to 
'  2-3  or  other 

Although  the  Scoreboard 
Diskettes  include  their  own 
poweriii^  data  management 
progran  -  il  data  is  easily 
converte    1o  Lotus  1-2-3  or 
ASCII  file.  1  you  can  take 
advantage    your  favorite 
spreadshei  ,  word  proces- 
sing and  g  -phics  software. 


Business  Week  Mutual  Fund  Scoreboard  Diskettes 


Yes,  please  enter  my  subscription  innmediately  as  checked  below 


Equily  Funds  only 

Fixed  Income  Funds  only 

Both  Editions 

Monthly©  $299  00  yr 

Monthly®  $299,00  yr 

Monthly®  $399.00  yr 

Quarterly  &  $199.00  yr 

Quarterly  (&  $199.00  yr 

Quarterly®  $299.00  yr 

Single  Diskette  $6995 

Single  Diskette  $69.95 
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.McGRAW-HJLLPUBUCATlON 


. . .  because  business 
runs  on  information 


In  today's  fast-changing  busi- 
ness world,  your  management 
has  a  critical  need  for  business 
news  and  information. 

More  than  5,000  leading 
companies  recognize  this  need 
and  make  Business  Week  avail- 
able to  their  key  executives. 

Business  Week  delivers  a  com- 
prehensive look  at  the  week's 
developments  in  business  and 
the  economy  .  .  .  essential  in- 


formation for  executives  and 
decision  makers.  But  we  not 
only  report  the  news,  we  ana- 
lyze and  interpret  events  to  give 
our  readers  a  clear  and  rounded 
perspective.  Week  after  week. 
Business  Week  provides  the 
timely  broad-based,  analytic 
coverage  management  needs. 

Our  Business  Information 
Program  is  the  way  to  make 
sure  that  your  management 


stays  alert  to  the  events  and 
trends  that  can  affect  your 
company's  future.  And  it's 
an  opportunity  to  provide 
recognition  for  your  execu- 
tives. They'll  feel  that  their 
efforts  are  being  appreciated. 

Find  out  about  the  many 
ways  Business  Week's  Busi- 
ness Information  Program 
can  help  your  company.  Call 
212-512-3912. 


BusinessWeek  It}^ 

Business  Information  Program 


NEW  LOOK. 
NEW  SERVICE. 

SAME 
PHILOSOPHY. 


One  thing,  however,  will  never 
change.  JALs  dedication  to  service 
and  punctuality. 

A  philosophy  that  makes  a  world 
of  difference. 


J4'- 


Japan  Airlines 


A  WORLD  OF  DIFFERENCE. 


I  FIDELITY  GROWTH  &  INCOME  PORTFOLIO 


A  Conservative  Stock  Fund 
With  Impressive  Results 


Fidelity  Grow  th  &  Income  Portfolio 

has  outix'rfornied  the  S&P  SOO  every  year 
since  its  inception  hy  investing  in  high  divi- 
dend-paying stocks  with  long-term  growth 
potential.  The  Portfolio  was  introduced 
December  5<».  1^)SS. 

Of  course,  past  perfoi'mance  is  no  guar- 
antee of  future  results  and  the  hind's  share 
price  and  return  vv  ill  vary,  so  that  vou  may 
have  a  gain  or  loss  when  shares  are  sold. 


How  Grow  til  &  Incoine's  Returns'^' 
Outpaced  the  ScKPSOO 


1986 

1987 
S&P500 

1988 
S&P500 


Avg  Annual 
Returns! 
6/30/89 


1  Year    Life  of  Fund 


21.73° 


22. 7r 


'(iriiw  th  \  liaoiiR's  ivIiM  i^  do  not  iiickidf  the  t-ttects  (jf  tliu 
l'oitlolios2"u  sile,schars;i',  ^j^ll|■e^f(l|■thc■S&l'  SOO  (a 
ivuLsti-i  fd  ti'adcniai'k  of  Slandard  Poor  s  Corporation)  an  nnniana^cd  iiuif  \  ol  coninioii  st(iii\  prices, 
mcliidi'  rnnveslnifiit  of  dl\ iik-nds,  VM'rane  annual  returns  are  historical  and  intliide  chaii;;e  in  share 
price,  l  eiineslnient  ot  di\  Idends  and  capital  !;ains.  and  the  effect  of  its  I"-  sales  change 


71 


1-800-544-6666   Call  24  hours 


Fidelity  (inm  tll  \  InCOinc  Portfolio,  h.r  more  compk  le  mtoi  in.nion,  iirIikI- 
iiii;  niaiianenienl  lees  and  expenses,  call  or  write  tor  a  free  prospectus  Kead  it  careluli\  helore 
\ou  iinest  or  send  nioiie\.  Fi(lelit\  Distrilnitors  Corporation 
ICeiieral  DIstrihtitioii  Aijent).  I'O,  lio\  ddlldiK.  Dallas.  ,^lfK. 

ir       CODE:  Bw/GAi/101689  V  Investments  • 


GET  YOUR  INVESTMENT  MESSAGE 
HEARD  LOUD  AND  CLEAR  WITH 
BUSINESS  WEEK 
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ADVERTISE  IN  THESE 

THREE  FINANCIAL  REPORT  ISSUES... 

MUTUAL  FUNDS:  Third  Quarter  Performance 
Issue  Date:  10/16 

Black  &  White  Closing:  9/1 8  4  Color  Closing:  9/1 1 

ANNUAL  REPORT  DIRECTORY 
Issue  Date:  1 1/27 

Block  &  White  Closing:  11/6  4  Color  Closing:  1 0/30 

INVESTMENT  OUTLOOK  (Special  Yeor-End  Double  issue) 

Issue  Date:  1 2/25 

Block  &  White  Closing:  1 2/4  4  Color  Closing:  11/27 


To  reserve  space, 

(all  Paul  Halas  now  ot  (212)  512-3676. 
Or,  call  your  Business  Week  representative. 
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Travel 


IRELAND 

WITHOUT  THE  BLARHEY 


COUNTING  SHIEP:  A  RESTFUL  SCINE 
ON  A  QUIET  FARM  IN  COUNTY  KERRY 


Ireland  is  a  land  of  crum- 
hlin^  Norman  castles,  ee- 
rie Celtic  ruins,  and  mist- 
shrouded  moors,  but  above  all 
it  abounds  in  sheep  and  tour- 
ists. It  is  easy  to  differentiate 
between  the  two:  While  the 
woolly  variety  leisurely  takes 
in  Eire's  breathtaking  vist<is, 
their  two-legfjed  cousins  are 
herded  into  overpriced  "medi- 
eval banquets"  as  well  as 
such  overjrrazed  habitats  as 
Ring  of  Kerry  and  Blarney 
Castle.  Haah! 

Sure,  you  can  have  a  pleas- 
ant enough  Irish  holiday  by 
sticking  to  the  tourist  traps  of 
the  southwest  and  by  travel- 
ing during  the  peak  summer 
season.  But  this  is  the  time  to 


enjoy  the  "real"  Ireland,  un- 
trammeled  by  the  snapshoot- 
ing hordes.  The  Irish  insist 
that  the  weather  tends  to  be 
mellowest  during  the  fall  and 
spring,  and  these  are  also  the 
seasons  when  air  fares  and 
car-rental  rates  are  low.  For 
example,  Aer  Lingus  offers  a 
package  including  air  fare, 
car  rental,  and  three-nights' 
accommodations  for  $499. 

To  get  a  far  richer  view  of 
Ireland  than  tourists  usually 
see,  one  must  stray  from  the 
beaten  path.  That  is  the  com- 
mon trait  of  the  following  lo- 
calities, which  I  visited  recent- 
ly and  heartily  recommend: 
N  County  Clare  has  an  impres- 
sive assortment  of  scenic  vis- 


tas and  attractions — few  of 
which  are  as  popular  as  those 
in  the  southwest.  But  even 
though  Clare's  gems  are  just 
north  of  Shannon  Airport, 
they  are  often  missed  by  tour- 
ists in  their  rush  southward. 
Among  other  things,  you'll 
find  here  the  Cliffs  of  Moher 
and  the  town  of  Doolin, 
whose  pubs  resound  with  tra- 
ditional Irish  music.  Be  sure 
to  take  the  day-long  walking 
tour  offered  by  naturalist  Col- 
in Bunce,  that  explores  the 
Burren,  a  primordial,  rocky 
landscape. 

■  Valentia  Island  is  but  an 

hour's  drive  from  Killarney, 
the  wretched  tourist  Gomor- 
rah, yet  it  is  so  blessedly  ob- 


scure that  the  Michelii 
misspells  it  as  "Valenci 
lies  a  few  miles  off  the 
of  Kerry,  a  scenic  dr 
southwest  Ireland  t. 
found  to  be  far  less 
while  than  the  guide 
would  have  you  believe 
the  Ring  and,  instead, 
this  isle's  misty,  sea-w 
ambience.  It  is  as  m 
balm  for  the  soul  as  the 
Islands  up  north,  but  ii 
less  touristy  and  is  con; 
to  the  mainland  by  a  I  j,, 
instead  of  the  stomach- 
ing ferries  that  are  the 
link  to  the  Arans. 
N  Connemara,  the  I 
northwest  of  the  cha 
town  of  Galway,  co 
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f  the  most  magnificent 
'  in  all  of  Europe.  To 
h,  Connemara  has  spe- 
nificance  because  thou- 
if  Irishmen  were  exiled 
mwell  to  this  barren, 
•inous  land  in  the  17th 
y — and  countless 
.  Connemara  should  be 
d  on  foot  or  by  horse- 
or  its  most  memorable 
are  not  reachable  by 


car.  For  a  respite  from  the 
mediocre  norm  of  Irish  cui- 
sine, smoked  salmon  can  be 
bought  at  Connemara  Fisher- 
ies in  Cornamona.  That's  a 
short  drive  from  Cong,  which 
has  not  changed  a  bit  since  it 
was  filmed  in  John  Ford's 
movie  The  Quiet  Man. 
■  Glencolumbkille  is  in  the 
far  northwest  of  Ireland,  in 
the  western  reaches  of  Done- 


gal. The  area  boasts  one  of 
Ireland's  richest  selections  of 
archeological  sites  and  a  pic- 
ture-postcard assortment  of 
vistas  that  includes  the  Silver 
Strand,  one  of  Ireland's  most 
beautiful  beaches.  Lodgings 
include  an  inexpensive  hotel 
and  a  number  of  bed-and- 
breakfasts. 

■  Londonderry.  It  is  well 
worth  crossing  the  border 


into  Northern  Ireland  to  ex- 
plore the  streets  and  byways 
of  this  picturesque,  somber 
city  on  the  River  Foyle.  With 
armored  cars  on  patrol  and 
most  of  its  historic  wall 
barred  to  pedestrians  for  the 
sake  of  security,  Derry  is  a 
reminder  of  Ireland's  sad 
present  much  the  same  vv'ay 
that  Connemara  evokes  the 
melancholy  past.     (•(irii  (i'cm 


ou're  a  philanthropic 
person,  eager  to  aid 
the  charity  of  your 
A^ith  a  big  contribution, 
u  also  want  to  provide 
rs.  There's  an  estate- 
g  device  that  lets  you 
)ur  cake  and  have  it 
;  charitable  lead  trust, 
trusts  are  the  opposite 
laritable  remainder 
which  pay  donors  an 
for  life,  then  pass  to 

charities  (BW — July 
re,  the  charity  receives 
Dme,  and  the  body  of 
st  goes  to  a  donor's 
aries.  "You  basically 
?  assets  to  the  charity 
t  period  of  time,"  says 
Reilly  of  accountants 
I  Kerr  Forster  in 
gton,  D.  C.  That  period 
lly  until  death,  but  do- 
a  also  designate  a  spe- 
m  of  years, 
ilacing  assets  in  the 
ast,  donors  transfer 
ut  of  their  estates, 
trust  passes  to  the 
ithout  probate — and 

an  estate  tax.  Say 
tablish  a  $750,000  ^ 
ructuring  it  to  pay 
lally  to  your  favor- 
e  for  10  years.  At 


Tax  Tips 

A  CHARITABLE  WAY  TO 
PROVIDE  FOR  HEIRS 


that  point,  the  trust  has 
grown  to  $1  million — but  none 
of  it,  including  the  additional 
$250,000,  is  subject  to  estate 
tax.  The  assets  are  frozen. 

Sound  good?  It  gets  better. 
Normally,  such  sums  trans- 
ferred during  your  lifetime 
would  be  fully  subject  to  a 
( 


gift  tax,  which  carries  the 
same  rate  as  a  federal  estate 
tax.  But  because  some  money 
is  also  going  to  a  charily,  "il 
gives  you  a  kind  of  discount 
on  the  gift  tax,"  says  Jerry 
McCoy,  a  Washington  (D.C.) 
tax  attorney.  The  taxable 
amount  of  the  gift  is  reduced. 


The  reduction  is  based  on 
the  donor's  age,  the  gift  size, 
and  the  income  stream.  The 
greater  the  income,  the  big- 
ger the  deduction.  Say  a  (>0- 
year-old  donor  establishes  a 
$100,()()()  trust.  If  it  returns 
6.5'  ;,  there's  a  $58,189  deduc- 
tion. Boost  the  income  to 
8.5';,  and  the  deduction  in- 
creases to  $7(i,()0IJ,  according 
to  PhilanthroTec,  a  Charlotte 
(N.  C.)  software  firm. 
WELL-HEELED.  Such  trusts  are 
vt'hicles  for  the  well-heeled. 
Given  the  set-up  and  adminis- 
trative costs,  most  tax  advis- 
ers recommend  that  a  trust  be 
at  least  $100,000.  Estate  taxes 
are  significant  only  if  an  es- 
tate substantially  exceeds 
$G00,000 — anything  less  goes 
to  heirs  tax-free. 
But  the  main  consideration 
ith  the  charitable  lead  trust 
ts  irrevocability.  "You 
must  have  extreme  confi- 
dence that  you  will  never 
need  the  income  or  the 
principal,"  says  Pat  Ha- 
mel  of  Price  Waterhouse 
in  New  York.  "Because 
once  the  trust  is  estab- 
lished, it's  history — as 
far  as  the  donor  is  con- 


cerned."      Troy  Segal 
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On  Mav  22.  1989.  Acer  shipped  its  one-millionth  personal  computer. 
Not  bad  for  a  company  that  was  relatively  unknown  just  a  few  years  ago. 
Of  course,  those  who  do  know  Acer  won't  find  it  surprising  in  the  least. 
After  all.  when  you  offer  a  quality  product  at  an  affordable  price,  it's  easy 
to  sell  a  million. 


ACQR 


The  Word  for  Value 


< 


For  one  reason  <ii 
re  beginning  to  i 


•  Source  PC  Magazin  »1"   Dale  of  publication  Apnl  19  l<)89 
386  a  a  irademark  of  inicl  Corporaiion  Acer  ib  a  registered  trademark  of  Acer  Incorporated  and  Acer  .Amenca  Corporation  Other  produas.  comparues  and  brandnames  raentiored  are  trademarks  or  registered  irademarks  of  their 


INTRODUCING  THE  WORLD'S 

FASTEST  PC* 


^  22,  1989,  Acer  shipped  its  first  1 100/33  PC.  At  33MHz,  it  is,  as 
!;azin  put  it,  "the  fastest  PC  in  the  world." 
)  yet  another  example  of  Acer's  commitment  to  leadership  in  the 
■personal  computers. 

3u're  looking  for  PCs  to  keep  pace  with  your  business,  take  a  look 
1100/33  PC.  Anything  less  would  be  a  waste  of  time. 


AceR  i 


The  Word  for  Value 


nother,  people 
)gni2e  our  name. 


ices:  -  U.S.A..  San  Jose,  Tel:  (408)922-0333  •  U.K.,  London,  Tel:  (01)569-2978  •  W.G.,  Dusseldorf,  Tel:  (021 1)6508-0  •  France,  Nimes.  Tel:  066-272434  •  Japan.  Tokyo,  Tel  (03)463-3222 
lipei,  Tel.  (02)713-2252. 
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Outdoors 


SHOOT-OUT 
AT  GAULEY 
GORGE 


■;t  people  associate 
white-water  rafting 
I  with  a  hot  summer 
sun  overhead  and  the  leisure- 
ly float  down  a  scenic  river 
that  follows.  But  don't  put 
away  your  paddle  just  yet. 
It's  autumn — time  to  run 
West  Virginia's  Gauley  River. 

If  you  have  white-water  ex- 
perience, the  trip  to  Summers- 
vilie  in  south-central  West 
Virginia  is  worth  the  effort. 
The  Gauley  River  offers  what 
may  be  the  most  exciting 
white-water  rafting  in  the 
East.  And  it's  not  too  late  to 
reserve  space  with  one  of  the 
15  rafting  companies  outfit- 
ting trips. 

JAW  RATTLERS.  A  mere  trickle 
of  water  through  a  rocky 
creek  bed  for  most  of  the 
year,   the  Gaulev  is  trans- 


THE  RIVn'S  SEMES 


formed  every  October  into  a 
raging  monster.  The  Army 
Corps  of  Engineers  opens  the 
sluice  gates  of  the  Summers- 
ville  Dam,  draining  2,400  cu- 
bic feet  of  water  per  second 
into  the  Gauley  River  gorge. 
As  the  lake  is  drawm  down  for 
flood  control,  rafters  and  kay- 
akers  reap  the  benefits. 

The  Gauley  River  drops  an 
average  of  35  feet  a  mile  for 
14  miles,  with  a  thrilling  se- 


ries of  rapids  classified  from 
IV  to  VI — highest  on  an  inter- 
national scale.  Some  of  the 
runs,  such  as  Pillow  Rock  and 
Sweet's  Falls,  are  memorable 
jaw  rattlers  that  will  give 
you  a  new  appreciation  for 
the  forces  of  nature.  And 
Lost  Paddle  is  one  of  the 
longest  continuous  rapids  in 
the  world.  Splurge  $10  and 
rent  a  wetsuit.  It  will  keep 
vour  body  comfortably  w^arm 


this    time  of 

The  setting  adi 
sense  of  adventure 
excitement.  The  au 
colors  are  breathta 
The  area  is  remote 
mountainously  be 
ful.  You  drive 
Summersville 
then  descend  do 
switchback  road  ii 
deep  ravine.  A  pei 
h1  mist  hangs  in  th 
as  huge  jets  of 
spray  100  feet  ho: 
tally  out  from  the 
sluice  gates. 

Most  of  the  c( 
nies  charge  $80  to 
a  person  for  a  fivi 
trip.  Mountain  Sti 
&  Trails  Outfitters  (80( 
4090)  based  in  Ohiopyle 
has  a  unique  raft  designi 
crashing  through  the 
waves  of  the  Gauley 
their  guides  are  regard 
tops  in  training  and 
ence.  But  there  are 
West  Virginia's  raftin 
line  (800  225-5982)  has  a 
accredited  rafting  comp 
many  of  which  will  ar 
lodging.       Douglas  Har 


landy  as  your  local  ra- 
dio station  is  for  deliv- 
ering the  news,  its 
overseas  coverage  is  usually 
brief,  superficial,  and  Ameri- 
can-slanted. But  going  to  the 
source,  via  shortwave,  means 
plowing  through  a  sea  of  stat- 
ic, squeals,  and  foreign 
tongues.  Not  any  longer.  New- 
high-tech  shortwave  receivers 
let  you  fetch  a  BBC  analysis  or 
Moscow's  latest  English-lan- 
guage line  in  a  flash. 

Known  as  world  band  radi- 
os, some  of  the  devices  contin- 
uously scan  anything  beamed 
your  way  from  abroad,  paus- 
ing on  each  signal  a  few  sec- 
onds to  let  you  decide  wheth- 
er I'i  hear  more.  Or.  you  can 
fir.^t  check  a  directory  for  fre- 
queiirifs  and  times  when  Ra- 
dio ijeijing  broadcasts  in  En- 
glish; then  you  use  the  radio's 
numeric  keypad  and  digital 
display  to  set  an  exact  fre- 
quency and  a  timer — so  the 
set  turn;-  on  automatically  to 
let  you  hear  a  Chinese  report- 
er's upd;:tc  on  Tiananmen 
Square.  (Broadcast  schedules 
run  in  Popular  Comniunica- 


Electronics 


TUNIHG  IN  TO  BEIJING 
—AND  BEYOND 


SONY'S 
TOP-SHELF 
$6,500UUMO 


tions.  an  $18-a-year  monthly 
from  76  N.  Broadway,  Hicks- 
ville,  N.  Y.  11801.) 

The  best  book-size  porta- 
bles from  Sony,  Panasonic, 
Grundig,  Toshiba,  and  San- 
gean  cost  from  $250  to  $500. 
But  larger  tabletop  models, 


$1,000  and  up  from  Kenwood, 
Yaesu,  and  others,  also  scan 
bands  on  which  you  can  hear 
airline  pilots  talking  to  control 
towers,  local  police  and  fire 
calls,  mariners  at  sea,  ham  ra- 
dio operators,  weather  bu- 
reaus nationwide,  and  more. 


Nor  do  these  radioi 
with  sound.  Add  an  oi 
antenna  and  a  demod 
(about  $600  extra),  and 
models  can  pull  in  radi 
type  (RTTY)  messages  f( 
play  on  a  computer  sen 
'NEWS  JUNKIE.'  Russia's 
China's  Chinhua,  and 
foreign  news  services 
English-language  subse 
via  RTTY,  says  Robert  I 
lis,  a  former  newsma 
self-confessed  "news  ji 
He  routinely  tunes  in 
feeds — along  with  vario 
bassies'  uncoded  news 
missions — from  his  ho 
Lake  Forest.  111.  Durin 
October,  he  notes,  yo 
monitor  telet^^Des  relay 
a  U.  S.  base  in  Panam; 
South  American  nava 
games. 

For  an  expensive  taJJjj.v 
the  new  technology's 
Sony's  $6,500  "visual 
band"   radio  has  a 
printer  that  puts  a  s? 
eye  weather  map  ane 
messages  on  paper.  Y 
set  the  21-pound  de\ 
scan  350  stations.  Doi 


3'en 
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PERSONAL 


TAKE  A 

N  u  M  Be  k 


NOW 
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o  o 
o 


OOOOO 


SEf^V  IN  6 


How  important  is  your  business 
to  your  business  bank? 


r  company,  regardless  of  its 
,  merits  individual  attention 
nyour  bank. 

iter  all,  you're  the  customer, 
he  business  banking  officers 
irst  Interstate  Bank  of 
fomia  recognize  the  unique 
ire  of  your  business.  And 
w  how  to  devise  innovative 
tions  for  your  financial  needs. 


And  have  the  authority  to  act 
quickly  on  requests. 

In  addition,  you  can  call  on 
them  as  your  company  grows 
and  your  financial  needs  become 
more  complex.  Because  at  First 
Interstate,  you  have  access  to 
cash  management,  commercial 
real  estate  financing,  and  invest- 
ment and  trust  services. 


Don't  wait  around  for  the  service 
you  deserve.  Visit  your  nearest 
First  Interstate  office. 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  you® 


Member  FDIC 


142A-CA 


Those  Who  AieritFkdfic] 
Phone  System  Anyway  How 


If  your  company  uses  the 
Centrex  Phone  system  from 
Pacific  Bell,  you  may  not  know 
what:  the  word  "downtime" 
means. 

because  Centrex  is 
simply  the  'nost  reliable  phone 


system  a  business  can  have. 

It's  the  only  phone  system 
with  its  switching  equipment 
securely  housed  in  Pacific  Bell's 
central  offices,  rather  than  in 
your  own  office. 

So  we  take  care  of  all  the  main- 


tenance. And  we  monitor  C  ji 
trex  24  hours  a  day. 

What's  more,  Centrex  can 
as  its  own  backup  system,  ai 
matically  rerouting  calls  throi 
our  vast  network.  There's  ev 
a  backup  power  source  that 


A  PACIFIC ,  LESIS  COMPANY  IIIIMtai 


142B-CA 


tex  GustDmers  OfenUse  Our 
LildThey  CallTheir  Repairman? 


ivated  during  an  electrical 
I  or  a  natural  disaster 
'h.  all  of  these  features,  you 
need  to  worry  about  your 
a  going  down.  Or  calls 
g  in.  Or  getting  out. 
:  if  these  worries  are  all  too 


familiar,  contact  your  Pacific  Bell 
account  executive  today  and 
get  a  more  detailed  explanation 
of  Centrex  s  remarkable  record 
of  reliability. 

You'll  see  why  the  Centrex  sys- 
tem won't  let  your  business  down. 


Unless  of  course  you  happen 
to  be  in  the  business  of  repair- 
ing telephone  systems. 

We  re  making 
things  easier. 

pacificESbell. 
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ft  D  R I r 


ISP 


1® 


you  TCkcnr^esTo 


Ayunt.-imicnlo  de  Marlrid 

Palnin.uo  Miiniu|i.il  dc  lur  isiiici 

MADRID 
1/  lAMIGO 


Stopping  over  in  Madrid  between  any 
two  international  fligtits  -one  of  ttiem  being 
intercontinental-  is  now  free.  Ttie  City 
Council  of  IVIadrid  invites  you  to  enjoy  its 
rviADRID-AIVllGO  Progrannme:  a  nigtit's  stay 
at  one  of  ttie  best  tiotels  in  tlie  city,  dinner 
and  a  show  for  connpletely  no  ctiarge* 


Fastiionable  fviadrid,  withi  its  unique 
combination  of  art,  culture  and  entertain 
ment  24  tiours  a  day.  You  tiave  a  friend  in 
Madrid  now.  Call  your  travel  agent 
orl-800-SPAIN-IB. 


'Oprlain  re'_.ItifJion',  applied 


0) 


IS 

IK 

r,.  { 

(■ 

KjOls;  11- 
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(  gives  the  starting  page  for  a  story  or  fea- 
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es  are  indexed  under  their  own  names. 
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Digital  Equipment  75,110 
Dominion  Trust  90A 
Domino's  Pizza  49 
Drexel  Burnhom 

Lambert  52 
Dreyfus  112 
DRG  63 

Dun  &  Bradstreet  1 10 


Eastman  Kodak  110 
Edwards  (A. G.)  112 
Ehrlich  Sober  Financial  92 
Electric  Industrial  94 
Electronic  Data 
Systems  110 
Elf  Aquitaine  37 
Enron  110 
EKSR  98 
EnviroQuest  98 


Farmers  Group  48 

Federal  Express  94 

Federated  112 

Fireman's  Fund  122 

First  Allied  42 

First  Boston  37 

First  Pennsylvania  106 

First  Union  106 

First  Wachovia  106 

Fleet/Norstor  106 

FlowMole  92 

Ford  30,32,94,  122,  126 

Fortunate  Life  Centers  49 

Fremantle  international  94 

Fujitsu  75 

Fund  for  Tomorrow  112 


G.  Heilemon  Brewing  68 
GAF  48 
Gannett  14 
Genentech  112 
General  Electric  56,  120 
General  Mills  112 
Genesee  Brewing  68 
Georgia  Gulf  42 
GM  30,32,  110,  126 
Golden  West  Financial  106 
Goodyear  Tire  & 

Rubber  63 
Great  Western 

Financial  106 
Grid  Systems  90A 
Groupe  Bull  35,  48 
Groupe  Michelin  48 
Grundig  142 
Guber-Peters 

Entertainment  52 

H 


Horley-Dovidson  42 
Harnischfeger  92 
Heath  35 
Heinz  (H. J.)  94 
Hewlett-Packard  35,  75 
Higgins  (A.  Foster)  7 
Hitachi  75,  90A 
Honeywell  35,  48 
Huntwoy  Partners  92 


IBM  75 
IDS  112 

Ingersoll-Rond  92 
Insitutorm  92 
Intellicorp  122 
Interpublic  Group  94 
Irving  Bonk  106 
Continued  on  page  144 


Ihkecaieof 
business. 


Alli\ 
vmir  present 
Business  Week 
mailini;  label 
here 


I    I  I'm  iiio\  ing,  please  chanye  ni\  address  as  iiuli- 
ealed  below. 

I    I  Please  extend  my  Business  Week  suliscnpiuni  loi 
one  year  al  $39.95  I  in  Canada.  C'S  .>4>I.'S| 

I    I  I'd  like  to  become  a  siibseriher  lor  one  \ear  (>l 
issues)  at  $39.95. 


Name  i  please  pi  ml  i 


.AJJress 


(its 


□  Chee 


k  eneliiseil 


/ip 
me  laiei 


lake  eaie  ol  anv  other  business,  call  toll-lree 


1-800-635-1200 

Business^¥eek 

SUBSCRIBER  SERVICE 


eiiliie  ad  to 
Itiisiiuss  WiTk 
I'.O.  Iti.\  421 
lliyhlsli.wn.  N.I  (1852(1 


HOW  S  YOUR 
5-YEAR  RETURN? 


T.  Rowe  Price  International  Stock  Fund.  Smart  investors  know  that  acnve 

asset  management  and  international  diversification  can  provide  superior  long-term 
returns  By  investing  primarily  in  the  stocks  of  leading  companies  in  Europe  and 
the  Pacific  Basin,  this  Fund  has  proven  itself  in  both  up  and  down  markets  and 
in  periods  of  strength  and  weakness     i  1 

for  the  U  S  dollar  And  its  eXCep-  '      T  Rowe  Price.  lOO  F  Pratt  St   Raltimnrp  MD  71707  I 

tional  5-year  record  placed  it  in  the 
top  2%  of  all  mutual  funds.*  $2,500 
minimum  initial  investment 
($1,000  for  IRAs)  and  no  sales 
charges! 


Call  24  hours  for 
a  free  information  kit 

1-800-638-5660 
ext.  9008 


Rowe  Price,  100  E  Pratt  St ,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete  information, 
including  management  fees  and  other  charges 
and  expenses  I  will  read  it  carefully  before  I  invest 
or  send  money 

Name 
Address 


City  .'State  Zip 


iSF009008 


Phone 


Home      C  Business 


Invest  With  Confidence 

TRoweR-ice 


.Ik 


•According  to  Lipper  Analytical  Services,  Inc.,  which  has  monitored  683  funds  over  the  past  5  years 
ended  5/30/89.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 
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ff  you  like  these 
numbers... 


Twentieth  Century  Growth  Investors  Fund 


Average  Annual  Total  Return  as  of  June  30.  1989 

m  19.9'  20.7  245 


lYear 


5  Years 


10  Years 


15  Years 


Call  this  number: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment 
return  and  principal  value  will  fluctuate  and  redemption 
value  may  he  more  or  less  than  original  cost.  For  complete 
information  about  Twentieth  Century,  including  charges 
and  expenses,  call  for  an  information  kit  and  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 


P.  ().  Box  4 19200,  Kansas  City,  MO  64141-6200 


No-Load  Mutual  Funds 


Reading  worth 
writing  for. 

\{  you're  looking  for  some  good  reading, 
you've  just  found  it.  The  tree  Consumer 
Information  Catafog. 

The  Catafog  lists  about  200  federal 
publications,  many  of  them  tree.  They  can 
help  you  eat  right,  manage  your  money, 
stay  healthy,  plan  your  child's  education, 
learn  about  federal  benefits  and  more. 

So  sharpen  your  pencil.  Write  for  the  free 
Consumer  Information  Catalog.  And  get 
reading  worth  writing  for. 


Consumer  Information  Center 
Department  RW 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication  and 

the  Consumer  Information  Center  of  the  U  S  General  Services  Administration 


Index  to  Companies 


Continued  from  page  143 


Jiffy  Lube 

International  126 
John  Labatt  40 
Johnson  8.  Johnson 
JVC  52,56 


112 


K  mart  126 
Kellogg  112 
Kelly  Services  112 
Kemper  112 
Kenwood  142 
Kinder-Care  112 
Knight-Ridder  14 


L'Oreal  52 

La  Petite  Academy  1 12 
Latorge  92 

Learned  Information  90A 
Legg  Mason  92 
LIN  Broodcasting  42 
LMK  Communications  7 
Lockheed  42,92 
Louis  Vuitton  112 

M 


Mack  Trucks  48 
Macy's  112 
Manpower  112 
Marathon  Oil  37 
Masco  112 

Matsushita  52,  56,  122 
MBIA  92 
MCA  52 

McCaw  Cellular  1 12,  122 
McDonald  &  Co. 

Investments  92 
McDonald's  49 
McGrow-Hill  27,  90A 
MCI  Communications  120 
Medtronic  112 
Mercantile-Safe  Deposit  & 

Trust  92 
Merck  112 

Merrill  Lynch  52,  92,  112 
Metromedia  42,  122 
Metropolitan  Life  38 
MGM/UA 

Communications  52 
Microsoft  75,  110 
Midlantic  106 
Minute  Gross  72 
Molex  94 

Morgan  (J. P.)  22,  106 
Morrison  Knudsen  92 
MTM  Enterprises  52 
MTS  49 

N 


NBC  52 
NCNB  106 
NEC  90A 
News  Corp,  52,  94 
Next  no 
NHK  56 
Nissan  30,  32 
Nordstrom's  1 12 
Northwest  36 
Norwest  106 
NWA  120 
Nynex  90A 


Orocle  Systems  110 
Orion  Pictures  52 


Philips  52,56 
PNC  Finoncial  106 
Presidential  Life  1 1 
Prudential-Bache 

Securities  37 
Pyramid  Technology 

Q 


IT 


Qintex  Entertainmeii 
Quoker  State  126 


Rand  Management 
Reeves  Communicot 
Relational  Technolo 
Renault  48 
Reuters  110 
Rhone-Poulenc  48 
RTZ  48 


Pan  Am  36 
Panasonic  142 
Paromount  112,  122 
Pechiney  48 

Pembridge  Investments  63 

Pennzoil  37,  126 

Perini  92 

Philip  Morris  120 


S8.P  68 
Sangean  142 
Sequent  Computer 

Systems  75,  94 
Shamrock  Holdings 
Sharp  90A 
Shearson  Lehman 

Hutton  112 
Siemens  94 
Sky  Television  52 
Sony  52,  122, 142 
Southern  California 

Edison  72 
Southland  49 
Southwestern  Be 
St.  Joe  Paper  7 
State  Street  Boston 
Stroh  Brewery  68 
Sun  75,  110 
Suntrust  Bonks  \<H 
Symbol  Technologi 
Syngas  72 


n 


T  Rowe  Price  112 
Tandem  Computers 

110 
Terex  92 
Texaco  72,  122,  i; 
Texas  Air  36 
Texas  Oil  &  Gas  Z 
Texas  Pacific  Land 

Trust  122 
Thames  Television 
Tiffany  49,  112 
Time  Warner  112 
Toshiba  56,90A, 
Toys  'R'  Us  49,  in 
Triangle  Industries 
TVS  Entertoinmentf 
TWA  36  j. 
Twentieth  Century- 
Tyson  Foods  1 12 


row 


li  

IE  fa 

<m_ 

«i 




UAL  36,  120 

Uniroyal  Goodrich 
Unisys  110 
U.S.  Sprint 

Communications 
Upjohn  112 
USX  37 


fttin? 


Viacom  internatior* 
Victor  Co.  of  Japai 
Volkswagen  32 
Vulcan  Materials  ', 

w 


Wol-Mart  110,  13 
Wolt  Disney  52,  1 
Woste  Manageme 
Wellmon  98 
Wells  Fargo  106 


Zenith  35,48,56 
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vestment  Figures  of  the  Wee 


IRY  STOCKS  BONDS  THE  DOLLAR 


cidedly  upbeat  week 
ciai  markets,  with 
nes  industrial  average 
■  three  straight  days 
all-time  high  on 
as  has  been  the  case 
yeor,  the  rally  was 
■ined  to  large- 
jn  stocks,  with 
ocks  rising  at  only 
e  of  big  company 
sobering  sign  tor 
hat  speculative 
IS  measured  by  the 
0,  changed  from 
egative. 


[IT  ANAIYSIS 


CKS 

Utest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

S  INDUSTRIALS 

mis  (Russell  1000. 
tAPANIES  (Russell  2000) 
\NiES  (Russell  3000) 

2771.1 
188.4 
179.4 
201.4 

3.7 
3.4 
1.8 
3.2 

31.5 
30.3 

21.1 
29.5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.1% 
8.2% 
2.9  % 
14.9 

8.1% 
8.3% 
3.2% 
13.3 

7.5% 
9.0% 
3.4% 
12.3 

%  change  (1 

ixal  currency) 

TECHNICAL  INDICATORS 

Utest 

Week  ago 

Reading 

STOCKS 

latest 

Week 

52-week 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  average 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

329.2 
62.5% 
0.24 
2.40 

327.0 
58.8% 
0.27 
2.37 

Positive 
Neutral 
Negative 
Neutral 

INANCIAL  TIMES  100) 
KKEI  INDEX) 
TSE  COMPOSITE) 

2312.1 
35,382.8 
4019.7 

-0.9 
0.0 
2.6 

26.6 
29.1 
21.4 

ITRY  GROUPS 



BRIDGE 

INFORMATION 

SYSTEMS  INC 

EX  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week         52 -week 

Price 

AND  LOANS 

17.9 

64.3 

GOLDEN  WEST  FINANCIAL 

24.5 

1 12.9 

33 

12.3 

-8.5 

NIKE 

24.9 

119.1 

64% 

N  CONTROL 

10.0 

50.2 

WASTE  MANAGEMENT 

10.8 

56.6 

65% 

:ARE  SERVICES 

8.9 

34.6 

GENENTECH 

19.5 

39.4 

23 

CE  BROKERS 

8.4 

30.1 

MARSH  &  McLENNAN 

10.0 

34.6 

75% 

:K  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-weeh  52-week 

Price 

UTY  TRUCKS  AND  PARTS 

-10.1 

5.1 

PACCAR 

-18.7 

-0.6 

4iy4 

«  SYSTEMS 

-  9.4 

-8.9 

AMDAHL 

-16.8 

-35.0 

13 

ENTATION 

-9.0 

-2.2 

TEKTRONIX 

-14.8 

-13.3 

18% 

TOOLS 

-8.4 

-15.3 

CROSS  &  TRECKER 

-18.8 

-42.5 

8% 

ND  GLASS  CONTAINERS 

-7.9 

22.1 

BALL 

-11.0 

2.1 

30V4 

1  FUNDS 


mORNINGSTAR  INC 


>tal  return 

% 

LAGGARDS 
Four-week  total  return 

% 

LYNCH  PACIFIC  A 
LYNCH  PACIFIC  B 
ANESE  SMALL  COMPANY 

16.2 
16.1 
13.5 

STRATEGIC  GOLD/MINERALS 
SLH  MULTIPLE  OPPORTUNITIES 
FIDELITY  SELEa  INDUSTRIAL  MATERIALS 

-12.0 
-8.1 
-6.3 

tol  return 

% 

52-week  total  return 

% 

tAAlL  CAPITALIZATION  PORTFOLIO 
L  AVIATION  &  TECHNOLOGY 
WENTY 

75.6 
68.6 
67.7 

STRATEGIC  GOLD/MINERALS 

STRATEGIC  SILVER 

NATIONAL  REAL  ESTATE  INCOME 

-17.5 
-0.7 
0.1 

S&P  500 

4-week  totol  returr 


Average  fund 
52  weelc  total  return 


VE  PORTFOLIOS 


DATA  RESOURCES  INC. 


unts 

he  present 
0,000 
le  year 
\  portfolio 

indicate 
al  returns 


U.  S.  stocks 
$13^55 

-r3.01% 


Foreign  stocks 
$12,624 

-0.09% 


Treasun*  bonds 
$n,984 

+  0.67% 


nil 


Money  market  fund 
$10,723 

+  0.16% 


Gold 
$9,214 

-0.68% 


is  page  are  as  of  market  close  Wednesday,  Oct.  4,  1989.  unless  otherwise  indicated, 
include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Oct.  3.  Mutual  fund  returns  ore  as  of  Sept,  29.  Relative  portfolios  are  valued  as  of  Oct.  3.  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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MOSCOW  IS  CALLING— 
DON'T  IGNORE  IT 


President  Bush  worries  too  much  that  right-wing  hard- 
hners  might  call  him  soft  on  Moscow.  As  a  i-esult,  he 
has  been  slow  to  seize  opportunities  opened  up  by 
President  Mikhail  S.  Gorbachev  to  improve  U.  S.-Soviet  rela- 
tions. Last  May,  the  President  launched  sweeping  proposals 
to  cut  N.A.TO  and  Warsaw  Pact  forces  in  Europe — but  only 
after  he  had  been  sharply  prodded  to  do  so  by  allies  and 
domestic  critics.  Recently,  he  suggested  that  a  strategic 
arms  reduction  (START)  agreement  might  be  reached  by  next 
spring's  summit.  But  he  is  still  allowing  START  talks  to  re- 
main hostage  to  Star  Wars,  a  space-defense  scheme  that 
seems  destined  to  shrink  for  lack  of  support  in  Congress. 

In  economic  relations,  too.  Bush  has  been  timid.  After 
years  of  U.  S.  cheerleading  for  freedom  in  Eastern  Europe, 
Bush  offered  Poland  only  meager  economic  help  in  its  histor- 
ic breakaway  from  communism.  And  despite  a  flood  of  emi- 
grants from  the  Soviet  Union,  the  President  still  hasn't  used 
the  authority  given  him  by  the  1974  Jackson- Vanik  Amend- 
ment to  respond  by  easing  curbs  on  U.  S.-Soviet  trade. 

Belatedly,  there  are  signs  that  the  President  is  resolving  a 
basic  ambiguity  in  his  approach  to  Gorbachev's  reforms.  By 
arranging  for  Federal  Reserve  Board  Chairman  Alan  Green- 
span to  go  to  Moscow  to  advise  on  financial  problems,  Bush 
is  acknowledging  what  should  have  been  clear  long  ago:  It  is 
in  the  interest  of  the  U.  S.  to  help  Gorbachev  succeed  with 
perestroika,  the  economic  core  of  his  attempt  to  liberalize 
Soviet  society.  Of  course,  advice  is  cheap.  But  for  belea- 
guered Soviet  reformers,  the  show  of  U.  S.  concern  is  valu- 
able assurance  that  they  are  making  progress  in  normalizing 
ties  with  the  rest  of  the  world. 

By  contrast,  Bush  has  rebuffed  Gorbachev's  overtures  for 
observer  status  with  the  International  Monetary  Fund, 
World  Bank,  and  General  Agreement  on  Tariffs  &  Trade 
(GATT),  saying  the  Soviets  are  not  ready.  Senate  Majority 
Leader  George  J.  Mitchell  (D-Me.)  has  a  better  idea.  He 
urges  the  President  to  state  "unequivocally"  that  if  the 
Russians  make  the  necessary  reforms,  they  will  be  wel- 
comed into  the  international  trading  and  financial  system. 
The  U.  S.  can  only  gain  by  doing  so  because  the  Soviets,  in 
order  to  benefit  from  such  links,  will  have  to  become  more 
like  the  West. 


IL  TRADE  DEFICITS  VS. 
'S  PICTURE  SHOW 


Sony's  spectacular  $3.4  billion  acquisition  of  Columbia 
Piciures  has  unleashed  a  torrent  of  criticism  based  on 
Hollywood's  special  place  in  America's  culture.  Critics 
worrj^  that,  at  the  vevy  least,  self-censorship  by  studio  exec- 
utives could  steer  a  Japanese-controlled  moviemaker  away 
from  subject  matter  that  might  rub  the  overseas  owner  the 
wrong  way.  At  worst,  it  is  feared  that  Japan's  growing 


criticism  of  America  might  insinuate  its  way  into  a  nr( 
picture  script.  ■ 

We  think  these  worries  confuse  the  shadows  of  the ; 
screen  with  the  substance  of  the  U.  S.  competitive  p(j 
internationally.  The  cinema  is  glamorous,  it's  true, 
sideshow.  Whether  a  film  studio  suddenly  develops  a  ijj 
ry  block  about  Iwo  Jima  is  not  the  critical  issue.  WhJ 
should  be  worrying  about  is  our  continuing  trade  imb;j| 
with  Japan — and  the  worsening  relationship  betweejj 
two  countries.  Our  huge  $52  billion  trade  deficit  with  | 
has  not  improved  since  the  dollar  peaked  in  1985-1 
though  our  trade  position  with  the  rest  of  the  worf 
gotten  better.  There  is  little  prospect  of  a  reduced 
without  real  reciprocity  in  Japanese-American  trade. 

The  blunt  fact  is  that  U.  S.  companies  do  not  ha^j 
same  access  to  the  Japanese  market  or  assets  that  Jaj 
companies  have  in  the  U.  S.  Until  this  issue  is  resolve 
between  these  two  great  economic  powers  will  contii 
be  strained.  Sony  Chairman  Akio  Morita  says  he  is  saq 
and  concerned  about  America's  lack  of  competitivenej 
worried  about  Japan-bashing  in  America.  His  best  cha 
influencing  U.  S.  opinion  about  Japan  would  not  be  in 
ing  with  movie  scripts.  It  would  be  in  trying  to  persud 
countrymen  to  give  U.  S.  business  the  same  access  in| 
that  his  company  has  in  the  U.  S. 


ZERO  INFLATION  IS  UP  T( 
THE  FED,  NOT  CONGRESS 


Fed  Chairman  Alan  Greenspan's  agreement  to 
a  congressional  resolution  that  directs  the 
"eliminate"  inflation  by  1994  opens  up  two 
issues.  First,  is  zero  inflation — or  at  least  price 
that  is  so  low  as  to  eliminate  its  influence  on  eo 
behavior — a  proper  goal  for  the  Fed?  Here  our  am 
yes.  Second,  should  Congress  dictate  such  a  policy? 
think  not. 

Zero  inflation  would  provide  the  U.  S.  economy  wit 
important  benefits.  Lower  and  less-volatile  interest 
one.  More  stable  economic  growth  with  less  risk  of  re 
is  another.  Moreover,  the  goal  is  more  realistic  now. 

That's  because  dramatic  changes  in  the  economy 
1980s  have  muted  the  traditional  trade-off  between  ir 
and  economic  growth.  Deregulation,  heightened  d( 
and  global  competition,  and  declining  union  powe 
made  prices  and  wages  freer  to  move — especially 
ward — in  response  to  market  conditions.  A  disinflatioi 
need  not  carry  the  draconian  costs  incurred  by  the  in 
cutting  efforts  of  the  Volcker  Fed  in  the  early  1980i 

However,  zero  inflation  should  be  the  Federal  R 
goal,  not  Congress'  mandate.  There  are  congressic 
forts  afoot  to  curb  the  Fed's  independence,  most  no 
proposal  to  place  the  Treasury  Secretary  back  on  th 
policymaking  committee,  as  was  the  case  in  the  193 
raison  d'etre  of  the  Federal  Reserve  system  is  to  ]; 
economic  stability.  That  makes  monetary  policy  too 
tant  to  the  economy's  future  to  be  influenced  by  th 
people  whose  own  fiscal  house  is  in  such  disarray 
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A 

MOVING 
PICTURE. 


What  if  there  was  a  TV  with  a 
picture  so  clear,  so  detailed,  so 
perfectly  defined  that  instead  of  just 
watching  it,  you  actually  felt  you 
were  part  of  it. 

If  the  concept  is  a  little  hard 
to  grasp,  you  might  want  to  experi- 
ence the  reality:  Toshiba's  new 
SUPER  TUBE 'TV. 

This  remarkable  example 
of  advanced  video  technology  uses 
vastly  improved  semiconductors, 
developed  by  Toshiba.  Better 
CRT  shadow  masks,  developed  by 
Toshiba.  And  all-new  circuitry, 
refined  and  perfected  by  Toshiba. 
Plus  the  realism  of  Super  Carver 
Sonic  Holography. " 

And  every  TV  is  subjected  to 
the  strictest  quality  control  at  our 
plants  here  in  the  U.S. 

Images  and  sound  you  not 
only  see  and  hear,  but  feel. 
That's  Toshiba's  goal  for  all  its  TVs, 
VCRs  and  camcorders. 

After  all,  we're  not  in  this 
business  for  our  own  entertainment. 
We're  in  it  for  yours. 

SUPE9  TUBE  IS  a  trademark  ol  Toshiba  Corp 


In  Touch  with  Tomorrow 

TOSHIBA 


nformation  write  Toshiba  America  Consumer  Products,  inc  ,82Toiowa  Road,  Wayne,  NJ  07470  or  Toshiba  Hawaii,  inc  ,  Honolulu,  HI  96814 


The  new  Eagle  GA  Touring  Radial. 

Where  luxury  meets  performance.  And  both  win. 


Tlie  new  $35,000  Lexus  LS  400  is  so 
unique  it  has  over  300  patents  pending. 

So  choosing  tires  tor  tlie  new  Lexus 
flagship  was  no  easy  task. 

Wliich  is  why  (ioochear  engineers 
worked  together  with  Lexus  to  develoj) 
a  new  class  of  tires  for  the  LS  400. 

The  ohjective:  to  make  a  tire  with 
the  handling 
capabilities  of 
an  Eagle  high- 
performance 
radial,  and  the 
superior  ride 
suitable  for  a 
luxuiy  car. 

Develo])mental  tires  were  tested  in 
America.  In  (ianada.  In  (iermanv, 
Luxembourg,  and  in  jajjan. 

Tlie  result:  the  (ioodvear  Eagle  (iA 
Touring  Radial. 

It  is  a  radial  tire  thai  i)ridges  the  gaj) 
between  the  aggressive  handling,  gri|) 
and  stability  of  an  outright  ijerfornicuue 
radial  and  the  smooth,  undisturbed  ride 
of  a  qualit)  luxuiy  radial. 


4  he  Eagle  GA  louring  Radial  is 
the  original  equij)men(  tire  on  the  new 
Lexus  LS  400.  (Wmv  Cioodvear  retailer 
has  details  of  Eagle  GA  axailabilitv  lor 
vour  car.  Call  1-«S00-(:AR-1909  for  the 
(ioodyear  retailer  nearest  you.) 

Wliat  the  Eagle  GA  Louring  Radial 
can  ofler  vour  car  is  a  veiy  smooth, 

undistm  bed, 
<)uiet  ride  ()\er  a 
variet)  of  road 
surfaces.  Plus 
the  abilitv  to 
handle  xoui  t.irs 
hill  |)erlorm.iii(  e 
( apabililies. 
EveiT  Eagle  (iA  louring  Radial 
is  speed-rated.  And  it  is  .ixailable  in  all- 
season  mud  and  snow  xcrsions. 

In  short,  the  (ioochcai  Eagle  ( iA 
oilers  peace  and  (]uiet  without  sa(  rilic  - 
ing  perlormaiK  e.  And  \icv  vers.i. 

Or  to  j)ut  it  anothei  wav,  the  Eagle 
GA  I()ui  ing  Radial  is  w  licit-  luxuiv 
meets  jx-i  lormatuc. 
Aiitl  both  win. 


GOODWYEAR 
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BusinessWeek 


IThe  NeXT'"  Computer 
System  is  the  first  com- 
puter in  the  world  (and 
so  far  the  only)  to  use  read/ 
write/erasable  optical  storage. 
While  PCs  today  are  rv  pically 
equipped  with  Winchester 
drives  that  store  20  to  40  MB, 
a  single  optical  disk  can  store 
256  MB.  Plus,  it  is  removable, 
for  portability  and  added  se- 

Ocurity.  I  his 
dramatically 
new  tech- 
nology pro- 
\  ides  storage 
that  is  simul- 
taneously 
vast,  reliable  and  cost-effective 
-a  combination  unmatched  by 
computers  of  any  size. 


2NeXT  has  made  the 
power  of  UNIX' usable 
by  mere  mortals. 
UNIX  is  the  high-performance 
operating  system  used  by 
workstations  to  achieve  true 
multitasking  and  superior  net- 
working. Unfortunately,  it  has 
always  been  the 
antithesis  of  user- 
friendlv.  NeXT  has 
given  UNIX  a  rev  o- 
lutionary new  intcr- 
tace-one  that  is 
both  visual  and  intu- 
itive. Now  computer 
users  ofe\ery level 
can  instantly  wield 
this  tremendous 
power,  with  no  tech- 


nical  know  ledge  whatsoever. 


3 To  achieve  the  power 
needed  for  the  90s, 
NeXT  bypassed  tradi- 
tional workstation  architecture 
and  went  directly  to  that  of 
a  mainframe.This  eliminates 
bottlenecks  and  attains  an 
extraordinary  level  of  system 
"throughput"-thc  true  mea- 
sure of  computer  performance. 
Only  through  the  use  of  VLSI 
(Very  Large  Scale  Integration) 
technology  could  this  architec- 
ture be  reduced 
in  size  so  that 
it  could  fit 
inside 
a  desk- 
top com- 
puter. Its 

a  mainframe  on  two  chips. 


4 While  PostScript* has  j 
long  been  the  industr 
standard  for  printing. 
NeXT  has  made  it  fast  enoug 
to  also  be  used  on  the  displa\ 
This'unified  imaging  nioder 
ensures  that  w  hat  vou  see  or 


the  display  is  precisely  what ; 
you  will  get  on  paper.  All  you 
work,  in  any  size  type  and  anv 
degree  of  rotation  or  magnifi-, 
cation,  appears  with  perfect 
92-dots-per-inch  claritv  on  the 
NeXT  Megapixel  Display. 
And  with  laser  precision  at4()i 
dpi  on  the  NeXT  Laser  Printe 


IN  THE  90s,WE 
ONLY  TEN  REAL  BREAKT 

HERE  ARE  SEH 


'he  NeXT  Computer 
ystem  is  the  first  to  be 
ipable  of  producing 
ity  sound.  Without  re- 
ny  additional  equip- 
lis  feat  is  made  possi- 
chip  that  has  been 
lly  designed  for  the 
rianipulating  sound- 
tal  Signal  Processor 
scause  this  processor 
rd 


6 NeXT  Mail  takes  elec- 
tronic communications 
beyond  anything  you Ve 
seen  on  a  personal  computer 
before.  Now  you  can  send  and 
receive  multimedia  mail-in- 
cluding text  (with  varied 
type  fonts,  styles  and  sizes), 
graphics  and  voice  messages. 
And  despite  its  high  level  of 
sophistication,  NeXT  Mail  is 
so  intuitive, you  may  not  ever 
need  to  open  the  manual. 
NeXT  Mail  is  built  into  the 
system,  along  with  [Ethernet 
andTCP/IRsotheNeXI' 


)le  to  call  upon  its  pow- 
ich  programs  we  use 
y  Now  computers 
ust  be  seen,  but  heard. 


I  Lip  Service 


Send 


machine  can  quickly  become 
a  part  of  existing  networks. 


7 Programmers  can 
create  software  on  the 
NeXT  Computer  up  to 
ten  times  faster  than  on  any 
other  computcr-the  result  of  a 
breakthrough  called  NextStep.' 
It  gives  software  developers 
the  power  to  create  the  graph- 
ical user  interface  portion  of 
their  applications  (often  the 
most  time-consuming  and  dif- 
ficult part) 
without 
any  pro- 
gramming 
at  all. 
I'his  revo- 
lutionary en\  ironment  means 
w  e  will  see  more  programs,  and 
better  ones,  in  less  time  than 
c\  cr  possible  before. 


will  change  the  way  we  use 
computers  in  the90s.\\Tiich  is 
why  Businessland,  the  leading 
supplier  of  computers  to 
corporate  America,  chose  the 
NeXl'  Computer  System  as 
the  workstation  thev  will  offer. 
Call  us  at  800-,S4<S-NeYi:and 
we'll  send  you  a  28-page  bro- 
chure describing  the  NeXl' 
Computer  We'll  also  give  you 
the  address  of  your  nearest 
Businessland  ( Lenten  There, 
you  can  experience  for  vour- 
self  the  first  se\  en 
breakthroughs 
ofthe^Os.And 
get  a  good  idea 
w  here  the  next 
three  will  come  from!' 


PROBABLY  SEE 
lUGHS  IN  COMPUTERS. 
OF  THEM. 


®  1989  NcXT  Inc.  NeXT  is  a  trademark  of  NeXT,  Inc  .  NextStep  is  a  rcKistercd  trademark  of  NeXT.  Inc. 
PostScript  is  a  registered  trademark  of  Adobe  Systems.  Inc.  I 'NIX  is  a  registered  trademark  of  ATs^T 


Frankly,  not  eveoi 
precisely  how  long  a 


I  here  is  no  simpler  index  of 
automotive  value  than  automo- 
tive longevity. 

The  more  you  get  out  ot  a 

.  ,  ,  r  r      t  r    I  l.}H4.HH()  miles. 

ear  in  miles  and  years  or  taitntul  ,„-^  m      jo     ■  i  i 

a  ;9'>7  Mercedes-Benz  is  listed  in 

Serviee,   the  more  car  VOU  ve  got-     the  Ciiinness  Hook  oj  World  Record 

(IS  the  iror/i/  s  most  durable  ear. 

ten  ror  vour  money. 

No  carmaker  goes  to  greater  lengths  than 
Mercedes-Ben/  in  the  eFtort  to  give  you  just 
that.    Irom    preproduction    shaketlovvn  tests 


as  long  as  five  million  miles,  t( 
engine  machining  tolerances  a; 
line  as  .001  millimeter.  I 
Precisely  how  tar  can  this  pa 
sioiiate  pursuit  ot  durahility  evei 
tually  take  a  Mercedes-Benz-anc 
your  money?  t  he  tact  is  that  no  oni 
knows  precisely.  Although  it  should  he  notec 
that   the   (iuinness   Book   of  World  Ik'cord 
has  declared  a  certain   1957  Mercedes -Ben: 


I  engineers  know 
cedes-Benz  can  last. 


Ian  "the  world's  most  durable  car." 

There  is  absolutely  no  guarantee,  of  course, 
t  your  new  Mercedes-Benz  will  someday  equal 
surpass  that  car's  one  million,  one  hundred 


and  eighty-four  thousand,  eight  hundred  and 
eighty  miles. 

But  then,  there  is  absolutely  no  guarantee 
that  it  won't.  For  more  information  about 
Mercedes-Benz  automobiles,  call  1-800-336-8282. 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


Q 


GOING  GLOBAL 

It's  one  thing  to  talk  about  making  the  big 
nternational  move,  but  quite  another  to  make 
t  successfully.  That  requires  a  special  kind  of 
leadership,  and  the  effort  is  tough  on 
organizations — maybe  tougher  on  people 


22 


A  PORTRAIT  OF  THE  BOSS 

Vhat's  the  CEO  really  like?  Here's  a  composite 
picture  of  the  corporate  chiefs  of  the  1000 

most  valuable  U.  S.  companies,  together  with 

all  kinds  of  interesting  facts,  sidelights, 
statistics,  coincidences,  and  just  plain  trivia 


PUBLIC  SERVICE 

CEOs  arriving  in  Washington  to  fill  high 
government  posts  should  travel  light.  They 
need  good  political  instincts  more  than  the 

nanagement  baggage  they  usually  lug  along. 

Advice  from  some  men  who  have  been  there 


45 


HABITAT 

Come  on  a  tour  of  the  corner  office — or, 
•ather,  nine  of  them,  occupied  by  members  of 
be  Corporate  Elite.  Like  the  men  who  work  in 
them,  offices  project  distinct  images,  from 
Citicorp  luxury  to  Intel  egalitarianism 


G2 


UP  FROM  BEAN  COUNTING 

Today's  CFOs  move  and  shake  a  lot  besides 
just  this  quarter's  balance  sheet.  They're  key 
players  in  everything  from  restructuring  and 

takeover  maneuvers  to  overseas  expansion. 
But  is  the  job  a  ticket  to  the  top? 


d9 


CFOs  OF  THE  TOP  200 

We  surveyed  the  chief  financial  officers  of  the 
BUSINESS  WEEK  1000  companies.  Herewith  a 
special  roster  of  the  CFOs  of  the  top  200 
companies,  plus  key  data  on  their  ages, 
careers,  and  educational  backgrounds 


2 
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THE  CORPORATE  ELITE 

In  125  pages,  BUSINESS  WEEK  has  packed  a 
wealth  of  data  about  the  people  who  run 
America's  most  powerful  and  most  valuable 
companies:  photos,  biographies,  plans, 
problems,  victories,  and  defeats 
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YOUR  KEY  TO  THE  1000 

Entries  in  the  Corporate  Elite  are  arranged 
alphabetically  by  company.  This  index  of 
executives  helps  you  find  any  company's  boss 
quickly.  And  turn  to  page  434  for  notes  on 
how  to  read  the  CEO  profiles 
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From  left.  Seated:  Lewis,  Morrison.  Second  row:  Leach,  Mims,  Dobrzynski, 
Kaufman,  Worley.  Bloom,  Holstein.  Third  row:  Romanoff,  Light,  Schneider, 
Finch,  Sanderson.  Back  row:  Jespersen,  Comes,  Vamos,  James. 


^TTl  his  is  the  third  annual  Corpo- 

I  I  I  '"'^''^  EWte  issue,  a  special  bonus 
I  I  I  foi"  subscribers  created  as  a 
■  companion  to  the  BUSINESS 
I  WEEK  1000  issue  that  appears  in 
I  April.  This  is  also  the  fattest 
I  issue  of  BUSINESS  WEEK  that 
I     ever  plopped  on  your  desk, 

weighing  in  at  440  pages. 
The  BUSINESS  WEEK  1000  contains  a 
wealth  of  statistics  about  the  1,000 
largest  public  corporations  in  the  U.  S., 
ranked  by  market  value.  The  Corpo- 
rate Elite  focuses  on  the  chief  execu- 


tives of  these  companies,  which  c( 
tively  record  annual  sales  of  more 
$3.3  trillion  and  profits  of  more 
$196  billion.  The  companies,  and  tl 
fore  their  CEOs,  are  selected  in  a 
that  imparts  an  unusual  dynamis 
the  list:  Only  those  companies  w 
performance  and  potential  have  ea 
them  a  high  market  value  make  it, 
that  lets  in  many  small,  entreprer 
ial  companies  with  promising  futu 
While  the  1000  is  a  treasure  tro\ 
numbers,  this  issue  is  a  trove  of 
pie.  It  contains  biographical  data 
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psule  profiles  of  the  one  woman — 
ashington  Post  Co.'s  Katharine  Gra- 
m — and  992  men  who  run  the  top 
mpanies.  Why  only  992?  Because 
ven  hard-driving  chief  executives  run 
0  companies. 

The  entries,  starting  on  page  219, 
/e  a  quick  measure  of  the  man — or 
)man.  They  summarize  educations 
d  career  paths — plus  salary,  stock 
'nership,  and  tenure.  They  also  pro- 
le a  glimpse  of  the  important  finan- 
l1  and  strategic  issues  that  each  CEO 
nfronts.  Finally,  there's  a  section  on 
:ent  developments  at  each  company, 
ith  companies  making  deals  left  and 
jht,  scores  of  entries  were  updated 
we  went  to  press. 

Often  there's  a  glimpse  of  what 
3se  CEOs  do  outside  the  executive 
ite.  There  are  scores  of  golfers  and 
inis  players,  of  course.  One  CEO 
lys  in  a  hockey  league.  Another  en- 
re  bricklaying.  Then  there's  a  writer 
popular  songs  and  one  of  his  peers 
10  writes  book  reviews  and  circulates 
3m  among  his  employees. 


Preparing  this  issue  is  a  massive 
).  Special  Issue  Editor  Eph  Lewis 
d  Assistant  Managing  Editor  Mark 
Drrison  supervise  a  team  that  in- 
ides  the  people  you  see  here — and 
my  more.  Scoreboards  Editor  Bob 
ms  put  in  shape  the  biographical 
ta,  most  of  it  compiled  by  Standard 
Poor's  Compustat  Services,  a  unit  of 
^Graw-Hill.  Fred  Jespersen  kept 
ick  of  the  welter  of  data  concerning 
3  CEOs.  Larry  Lippmann,  Sue  Bloom, 
d  Todd  James  were  responsible  for 
i  photos.  Designer  Molly  Leach,  aid- 
by  Carolyn  Sanderson,  made  every- 
ng  look  beautiful. 

A  team  of  editors  that  included 
ank  Comes,  Peter  Finch,  and  Mark 
mos  polished  the  profiles — using  re- 
rting  from  most  of  BUSINESS  week's 
mestic  correspondents  and  a  dozen 
'w  York  editors.  Writers  Judith 
'brzynski,  Richard  Fly,  Bill  Holstein, 
d  Larry  Light  contributed  major  sto- 
s.  Mary  Lee  Schneider,  Claire  Wor- 
■,  Craig  Socia,  Craig  Sturgis,  and 
rbara  Mead  handled  production, 
py  Editors  Aleta  Kaufman,  Barbara 
!rney,  David  Pengilly,  and  Doug 
yalty  carried  the  burden  of  seeing 
erything  into  print.  Steve  Romanoff 
)ofread  everything  with  a  sharp  eye. 
3nce  again.  The  Corporate  Elite  is 
ikaged  and  mailed  with  a  separate 
^9  Holiday  Giving.  We  hope  you 
1  find  it  to  be  a  useful  complement 
The  Corporate  Elite. 

torMn-chief       '  ^ 


Thoughtful  Service  Is  Ahvays 
ATribute  Tb'&ur  Standards, 
Not  Ours. 


Everyone  seems  to  be  concerned 
with  setting  standards,  raismg  stan- 
dards, or  maintainmg  standards. 

At  Four  Seasons  Hotels  and  Resorts 
in  Texas,  there  is  only  one  standard 
that  concerns  us.  Yours. 

You  see,  we  still  believe  that  guests 
shouldn't  have  to  alter  their  routine  to 
conform  to  a  hotel.  Instead,  the  hotel 
should  conform  to  its  guests.  Which  is 
why  every  Four  Seasons  in  Texas 
offers  thoughtful  services  that  reflect 
your  standards. 

For  instance,  you  can  enjoy  feanares 
like  24-hour  room  service,  twice-daily 
housekeeping,  overnight  pressing  and 
complimentary  shoe  shine.  And,  of 
course,  incomparable  restaurants  that 


have  become  a  Four  Seasons  tradition 
in  Texas.  Plus  fully  equipped  health 
clubs  at  each  hotel  -  even  a  spa  and 
golf  at  our  resort.  All  designed  to  make 
the  Southwest  a  comfortable  extension 
of  the  way  you  live. 

So  when  you're  in  Te.xas,  join  us  at 
Four  Seasons  Hotels  and  Resorts 
You'll  discover  a  standard  of  service 
that  wiO  seem  very  familiar  One  you'U 
recognize  as  your  own. 


^  Four 
Seasons 
Hotels  ♦Resorts 

TEXAS 


AUSTIN;  Four  Seasons  Hotel 
DALLAS:  Four  Seasons  Resort  and  Club 
HOUSTON:  Inn  on  the  Park,  Gallena  area 
HOUSTON:  Four  Seasons  Hotel.  Houston  Center 


For  reservations,  call  1-800-332-3442 


©  1«8<J  Four  Scasom  Hotels  Limiicd 


Business  Week.  October  20,  i989  »  7 


Your  game  plan  may  call  for  oig 
gains.  Or  hedging  against  losses.  Funda- 
mental to  either  strategy  is  managing 
risk.  And  at  First  Chicago,  we've  es- 
tablished a  strong  lead  in  risl<  manage- 
ment-in  the  center  of  the  fastest 
growing  financial  market  in  the  world. 

Our  U.S.  Dollar-equivalent  interest 
rate  option  and  swap  volume  exceed- 
ed $40  billion  worldwide  in  1988.  We 
booked  more  than  $54  billion  in 


customer  currency  options  last  year, 
earning  intermarket  magazine's  rating 
as  the  number  one  trader  in  FX  options. 

This  impressive  forward  progress 
is  a  direct  result  of  our  relationship 
banking  approach,  we  believe  your  risk 
profile  demands  its  own  tailored  solu- 
tion, even  if  it's  never  been  done. 
First  Chicago  has  been  a  pioneer  in 
developing  long-term  currency  options 
We  are  active  providers  of  all  types  of 


swaptions.  costless  collars  and  Par 
pating  Caps.  "Stepped-up  "  strikes 
Accreting,  amortizing  and  seasonal 
structures. 

With  trading  desks  in  all  the  maj\ 
financial  centers,  we  are  strongly 
positioned  to  make  markets  woric 
wide.  Call  First  Chicago  24  hours  ac]i 
in  Chicago,  (512)  752-2550.  in  Londc. 
(44-1)  240-7855.  In  Tokyo,  (81-5)  508-4in 

Tcike  the  proven  route.  Follow  ourliy: 


t 


IN  CHICAGO.  WE  BEUEVE  IN  GETTING 

IN  HARM'S  MAY. 


Peiformance  has  always  been  a  Chkago  tradition. 

FIRST  CHICAGO 


O^or  C&Us  it  IS  one  i/im^  /o  /a/A  a6ou/  maAm^  t/ie  f)i^  m/er^ 
na/iona/ moue^  (juite  anot/ier  t/iin^  io  maAe  //  success^u/It^. 
dJia/  reclames  a  special Aind of  feacfers/iip.  ^/le  ejjori  is  iou^Ji 
on  or^anizaiions.,  iou^A  on  people.  Tiui  li  mat^  6e  ifie  on/i^  waiy 
^or  companies  io  suruiue  m  a  compeiiiiue  wor/c/ 


ns  an  appalled  world  watched 
the  drama  unfold  in  Tianan- 
men Square  last  June,  one  of 
the  more  attentive  viewers  sat 
in  his  office  in  Denver,  far 
from  Beijing.  Jack  A.  MacAllis- 
ter,  CEO  of  Baby  Bell  US  West, 
had  particular  reason  for  con- 
cern. What's  bad  for  China  is  bad  for 
Hong  Kong;  and  what's  bad  for  Hong 
Kong  could  be  bad  for  US  West. 

In  a  $500  million  deal  with  foreign 
partners,  MacAllister  was  bidding  to 


wire  for  cable  TV  the  British  colony, 
scheduled  to  be  turned  back  to  China 
by  1997.  Now,  MacAllister  had  to  de- 
cide whether  the  time  was  right  to  get 
heavily  involved  in  the  world's  largest 
cable  franchise.  After  a  review,  the  de- 
cision was  "Yes,"  and  the  consortium's 
confidence  helped  tip  the  Hong  Kong 
authorities  in  its  favor. 

MacAllister's  intense  interest  demon- 
strates how  wide  the  professional  hori- 
zon can  become  for  a  company  that 
until  recently  was  firmly  anchored  in  a 
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regional  American  market.  For  MacAl- 
lister,  the  62-year-old  son  of  an  Iowa 
schoolteacher  with  a  career  spent 
mostly  in  the  Great  Plains,  it's  been 
heady  stuff.  And  he's  hardly  alone. 

While  the  gospel  of  multinationalism 
has  been  preached  for  years  in  the 
U.  S  ,  only  a  relative  handful  of  promi- 
nent companies — such  as  Exxon,  IBM, 
Ford  Motor,  and  Dow  Chemical — had 
been  truly  global  players.  Most  Ameri- 
can CEOs  remained  fiercely  parochial. 
Despite  exhortations  to  the  contrary. 


many,  such  as  the  Bell  companies,  de- 
pended on  their  rich  home  market. 
Their  chief  awareness  of  the  world  was 
limited  to  fending  off  competitive  chal- 
lenges from  abroad. 

Now  that's  changing.  Both  the  U.  S. 
economy  and  its  population  are  grow- 
ing more  slowly  than  those  of  the  East 
Asian  nations.  That  means  opportunity 
is  more  likely  to  be  found  there  than 
here.  Moreover,  Western  Europe  is 
aiming  to  integrate  a  dozen  disparate 
economies  by  1992.  American  compa- 


nies that  lag  behind  in  establishing 
themselves  as  insiders  could  find  doors 
slamming  shut. 

So,  many  U.  S.  companies  are  invest- 
ing more  heavily  overseas  than  at 
home.  As  a  result,  a  lot  more  CEOs 
have  been  hitting  the  road,  remaking 
their  companies  and  their  own  careers 
in  the  process.  Until  he  decided  to 
transform  his  parochial  spinoff  of  the 
Bell  System,  MacAllister  had  never 
traveled  abroad  on  business.  But,  he 
says,  "it  was  important  that  we  be- 
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come  a  player  so  we  could  understand 
the  emerging  technologies.  We 
couldn't  sit  here  in  Denver  behind 
closed  doors  and  understand  it." 

Since  he  started,  MacAllister  has 
traveled  widely,  including  a  dozen  trips 
to  Europe.  To  broaden  his  network  of 
contacts,  he  now  lists  his  company's 
stock  on  several  foreign  exchanges,  in- 
cluding London  and  Tokyo.  That  way, 
he  can  meet  with  foreign  investors 
who  might  later  be  tapped  for  debt 
financing,  among  other  things.  At  his 


pre-breakup  home  base  at  Northwest- 
ern Bell  Telephone  Co.,  he  never  saw 
an  investor — American  Telephone  & 
Telegraph  Co.  handled  that. 

From  his  travels,  MacAllister  and 
the  international  team  he's  building  (in- 
cluding Reynie  Ortiz,  an  experienced 
international  IBM  executive)  have 
brought  back  some  interesting 
technology  from  abroad.  The 
one  that  excites   him:   the  B| 
French  Minitel  videotex  system,  ^ 
which  he  will  test  in  Omaha  lat-  C, 


er  this  year.  "The  U.  S.  doesn't  have  a 
monopoly  on  ideas  and  concepts  in  in- 
formation services,"  he  says. 

By  1985,  MacAllister  and  his  key 
lieutenants  were  globetrotting  for  busi- 
ness opportunities.  Headquartered  in 
Denver,  the  capital  of  the  cable-TV  in- 
dustry, it  was  a  small  step  to  tar- 
geting cable  abroad,  especially 
since  many  overseas  franchises 
also  carry  the  right  to  offer 
telephone  and  other  telecom- 
munications  services.  US  West  is 


Cover  Story 


Business  Week,  October  20,  i989  •  11 


in  Britain  and  France  as  well  as  Hong 
Kong,  with  more  outposts  to  come. 

As  chairman  and  chief  executive  offi- 
cer of  Westinghouse  Electric  Corp., 
John  C.  Marous  also  finds  himself  in  a 
different  world  as  he  finishes  up  the 
decade-long  task  of  turning  his  compa- 
ny into  a  truly  global  player.  In  recent 
months,  he  has  followed  a  brutal 
schedule,  traveling  to  Western  Europe 
four  times,  to  Japan  several  times,  to 
China  twice,  and  to  South  America. 
When  he's  home  in  Pittsburgh,  he 


makes  time  for  calls  and  face- 
to-face  meetings  with  the  CEOs 
of  Asea  Brown  Boveri,  Sie- 
mens, Mitsubishi,  as  well  as 
other  key  foreign  partners. 

Hoping  for  a  breather,  the  64-year- 
old  Marous  took  his  family  for  a 
week's  rest  to  a  ranch  in  Jackson  Hole, 
Wyo.  late  this  summer.  At  one  of  his 
first  meals  at  a  long,  common  dinner 
table,  the  gregarious  Marous  struck  up 
a  conversation  with  a  French  tourist. 
The  tourist  turned  out  to  be  Pierre 


Dauzier,  chairman  of  Havas, 
a  major  French  media  compa- 
ny. Coincidentally,  Havas  had 
just  signed  a  joint-venture 
agreement  with  a  subsidiary  of 
Westinghouse.  No  escape  from  work. 

Marous  and  MacAllister  have  plenty 
of  distinguished  company  in  their 
quest  for  expansion  abroad: 
►  From  a  standing  start,  American 
Telephone  &  Telegraph's  Robert  E.  Al- 
len and  the  CEOs  of  the  other  former 
Bell  affiliates  are  working  to  make 
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:hemselves  a  presence  overseas.  Sever- 
il  Baby  Bell  bosses  didn't  even  have 
jassports  when  they  started,  and  they 
lad  to  master  the  art  of  global  busi- 
ness in  a  hurry.  "I  had  to  learn,"  says 
A.llen,  "at  the  same  time  I  had  to  en- 
tourage others  to  learn." 
►  Once  content  to  dominate  the  U.  S. 
securities  market,  Merrill  Lynch  & 
uo.'s  William  A.  Schreyer  is  trotting 
the  globe  in  an  attempt  to  transform 
his  company  into  a  bigger  worldwide 
lapital-markets  player.  He's  trying  to 


disprove  the  skepticism  of  some  of  his 
executives,  who  "said  there's  more 
business  in  Des  Moines  than  in  France. 
That's  not  true."  But  hunger  for  for- 
eign business  is  only  one  incentive.  An- 
other is  the  menacing  rate  of  growth 
of  Japanese  competition  in  general  and 
Nomura  Securities  Co.  in  particular. 
Nomura  is  now  15  times  the  size  of 
Merrill  in  market  capitalization.  "We 
trained  Nomura  beginning  right  after 
the  war,"  quips  Schreyer.  "We  trained 
them  too  damn  well." 


►  Ronald  W.  Allen's  Delta  Air  Lines 
Inc.,  long  concentrated  on  U.  S.  routes, 
is  charging  into  Asian  and  European 
markets  and  looking  for  partners  to 
help  survive  a  shakeout  in  the  airline 
industry  worldwide. 

►  Robert  C.  Stempel,  president  and 
chief  operating  officer  of  General  Mo- 
tors Corp.,  is  leading  a  vanguard  of  GM 
executives  with  international  experi- 
ence who  hope  to  reverse  GM's  long 
losing  streak  against  its  foreign  com- 
petition. "We've  got  the  resources  and 
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we've  got  the  talent,"  says  Stempel. 
"Why  should  North  America  be  907'  of 
everytiiing  we  do?" 

Smaller  multinationals  are  also  in- 
tent on  pushing — and  keeping — foreign 
competitors  off  balance  these  days  by 
invading  their  home  markets.  Maurice 
G.  Hardy,  the  British-born  president 
and  CEO-elect  of  ['ali  Corp.,  a  $500-mil- 
lion-a-year  maker  of  filters  based 
in  Glen  Cove,  N.  Y.,  calls  this 
the  "keep-the-bastards-busy 
on-their-home-turf '  strategy 


Increasingly  in  the  1990s,  American 
chief  executives  will  be  expected  to  cul- 
tivate an  international  perspective  and 
acquire  international  experience.  And 
they'll  have  to  maintain  tough  personal 
schedules,  with  long  flights  and  phone 
calls  at  inconvenient  hours.  "You  can't 
be  active  internationally  if  you  don't 
spend  time  in  international  markets 
and  meet  with  those  customers," 
says  Frederick  A.  Krehbiel  Jr., 
vice-chairman  and  CEO  of  Molex 
Inc.,  a  half-billion-dollar-a-year 


manufacturer  of  electrical  connectors.; 

Molex  gets  70%  of  its  profits  abroad, 
and  it  was  Krehbiel  who  built  the  busi- 
ness. In  1967,  at  age  25,  he  was  work- 
ing in  Molex's  sample  department.  His 
father  and  then-CEO  asked  him  to  start 
the  company's  international  sales. 

In  some  cases,  going  global  can  be 
humbling.  American  CEOs  who  are 
proud  of  their  skills  in  the  U.  S.  markel 
suddenly  find  that  they  are  not  nearly 
as  sharp  in  dealing  with  different  cul- 
tures over  long  distances.  Delta  Aiij 
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ines,  for  example,  is  America's  No.  3 
r  carrier,  but  CEO  Allen  is  on  a  steep 
aming  curve  in  Tokyo  and  Bangkok, 
e's  candid  about  trying  to  learn  from 
ingapore  Airlines,  which  trains  some 
elta  flight  attendants:  "We  wanted  to 
ake  sure  we  knew  how  to  serve  Ori- 
ital  customers  and  better  understand 
hat  they  expect  from  us." 
There  are  stumbles,  often  expensive 
les.  AT&T's  Allen  was  embarrassed 
hen  he  lost  a  major  French  telecom- 
unications  contract  at  the  last  minute 


to  Sweden's  L.  M.  Ericsson.  From  then 
on,  Allen  recognized  that  he  had  to  be 
personally  involved  in  foreign  pur- 
chases— with  his  own  government  be- 
hind him.  So  when  the  Italians  neared 
a  major  telecommunications  decision, 
Allen  went  to  Italy  repeatedly  and  lob- 
bied President  Reagan  to  back  AT&T's 
bid.  It  worked:  AT&T  will  get  a  chunk 
of  Italy's  $30  billion  program  to  up- 
grade its  phone  network. 

GM  is  among  the  companies  most  mo- 
tivated for  a  shift  to  an  international 


mindset.  The  giant  carmaker  has  en- 
joyed strong  international  sales  for 
years  because  of  its  Opel  and  Vauxhall 
operations  in  Europe.  In  fact,  a  strong 
showing  last  year  by  GM-Europe  helped 
carry  the  parent  company's  profits. 
But  traditionally,  the  skills  that  GM 
managers  such  as  Stempel  acquired  in 
Europe  were  rarely  transplanted  to  De- 
troit. An  executive  sent  to  London 
might  as  well  have  been  in  Siberia. 

That  began  to  change  in  the  early 
1980s  when  GM  started  dispatching 
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fast-trackers  to  Europe,  Japan,  and 
Latin  America.  Today,  some  15  top  GM 
executives  have  worked  international- 
ly, mostly  ill  Europe.  Stempel  is  taking 
the  lead  in  expanding  the  cross-fertil- 
ization of  GM  managers  and  is  working 
to  create  another  wave  of  GM  execu- 
tives with  foreign  exposure.  One  sign 
of  GM's  greater  international  focus,  he 
says,  is  the  LeMans  subcompact,  which 
was  designed  by  Opel  in  Europe,  built 
by  the  Daewoo  group  in  South  Korea, 
and  sold  in  the  U.  S. 


But  while  Stempel  believes  that  GM 
is  well-positioned  for  post-1992  Europe, 
his  company  is  still  only  a  minor  player 
in  Japan,  which  is  the  world's  fastest- 
growing  luxury  market.  That's  also  the 
case  with  many  companies  whose  CEOs 
jet  off  to  Europe  on  the  Concorde  and 
enjoy  daily  conversations  with  their 
European  managers.  Relatively  few  de- 
vote equal  attention  to  Asia. 

Smaller  operators  such  as  Molex, 
Tektronix,  and  Applied  Materials  often 
score  better  in  Japan  because  their 


CEOs  are  willing  to  in- 
vest the  time  to  travel 
there  and  try  to  under- 
stand the  cultural  com- 
plexities. "It  was  a  shock,"  says 
plied  Materials  Inc.  Chairman  and 
James  C.  Morgan  of  his  first  v 
"The  first  sign  at  the  airport  si 
'Aliens  Register.'  You  can't  speak  t" 
language,  you  can't  read  the  signs 
Morgan  now  spends  half  of  his  time  c 
international  operations,  which  a 
counted  for  56%  of  the  Santa  Clai 
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"It's  always  better 
to  negotiate  from 
a  position  of  power" 

In  the  conference  room  or  on  the  highway, 
the  more  support  you  have  behind  you,  the  more 
moves  you  can  make  with  absolute  confidence. 
That's  the  whole  idea  of  the  extra  powerful  156-hp, 
four-cam,  24-valve  Camry  V6  engine.  Designed 
to  deliver  that  extra  boost  in  passing,  climbing  or 
towing  power,  it  gives  you  the  advantage  in  chal- 
lenging transactions  on  the  road.  Yet  it  provides 
you  with  roomy  comfort  you  can  appreciate  even 
at  your  quickest  executive  pace.  The  1990  Toyota 
Camry  V6.  A  dynamo  for  a  dynamo. 

*'Tpyota,  I  love  what  you  dp  for  me!' 


-800-GO-TOYDTA  for  more  information  and  the  location  of  your  nearest  dealer.  Get  More  From  Life . . .  BucM 


)  1989  Toyota  Motor  Sales,  U.S.  A;.; 


(Calif.)  company's  $363  million  in  sales 
last  year.  More  than  a  third  of  total 
sales  were  in  Japan. 

Indeed,  some  smaller  U.  S.  compa- 
nies based  in  the  heartland  are  more 
thoroughly  multinational  than  IBM— 
and  serve  as  a  paradigm  of  how  it 
sh'Jiild  be  done.  Cleveland's 
ro  Corp.,  for  example, 
-^l-billion-a-year  maker 
specialty  materials,  is 
l  un  by  Canadian-born 
CEO  Adoiph  Posnick, 


whose  international  experience  dates 
back  to  1950,  when  he  was  sent  to  Bra- 
zil as  a  technical  manager.  The  manag- 
er of  Ferro's  Dutch  subsidiary  is  En- 
glish, an  Argentine  runs  Venezuela, 
and  a  Spaniard  runs  Taiwan.  By  giving 
broad  autonomy  to  country  managers, 
Ferro  subsidiaries  are  often  regarded 
as  local  companies.  With  79%  of  its 
profits  coming  from  abroad,  Ferro  is 
well-structured  for  Europe  1992. 

Not  every  CEO  who  charges  into  the 
global  game  will  succeed.  But  even  if 


only  a  fraction  of  American  chief  exe( 
utives  make  it,  a  new  wave  of  U 
multinationals  will  emerge  in  th 
1990s.  Not  all  will  be  giants,  and  the; 
won't  all  be  structured  the  same  waj 
But  their  CEOs  will  be  driven  by  a  sin 
pie  truth:  to  survive  is  to  be  global 

By  William  J.  Holstein  in  New  YoH 
with  William  C.  Symonds  in  Denve: 
James  B.  Treece  in  Detroit,  Gregory  1 
Miles  in  Pittsburgh,  John  J.  Keller  in  Ne> 
York,  Jon  Friedman  in  Princeton,  an 
bureau  reports 


■tel.: 

Mi 
31  i( 
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s  there  a  typical  big-company  chief  executive?  As  it  happens,  there  is: 
Mr.  Rust  Belt  himself,  Henry  Schacht  of  Cummins  Engine.  Schacht,  a 
widely  admired  manager,  happens  to  fit  comfortably  in  many  of  the 
categories  of  business  week's  Corporate  Elite:  the  CEOs  of  the  1000  most 
.  valuable  U.  S.  companies.  Schacht's  age  is  right:  55  (the  average  is  56). 
He  was  born  in  a  Middle  Atlantic  state  (Pennsylvania).  He  graduated  from 
Yale  with  a  Bachelor  of  Science  degree,  among  CEOs  the  most  popular 
degree  at  the  most  popular  undergraduate  college,  and  took  an  MBA  from 
Harvard,  which  leads  the  list  of  graduate  schools. 

He  came  up  on  the  finance/accounting  side,  the  most  common  career 
track,  and  his  company's  sales — $3.3  billion  in  1988 — were  exactly  on  the 
average.  Sad  to  report,  neither  his  company's  profits  (it  reported  a  loss)  nor 
its  market  value  ($646  million)  come  close  to  the  averages,  which  are  $196 
million  and  $2.8  billion,  respectively.  Schacht  also  veers  from  the  norm  on 
his  time  as  boss — 16  years  vs.  an  average  of  less  than  nine  years — and 
compensation — $450,000  vs.  $760,000.  He  also  owns  less  stock  than 
average:  7,000  shares  owned  directly  vs.  a  median  of  55,000.  But  he's  right  in 
the  groove  in  tenure:  25  years  with  his  company — the  average  is  23.  Like  a 
lot  of  his  peers,  he's  found  a  home.  For  more  on  those  peers,  read  on. 

Illustrations     by     Philippe  W 
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A  L  M  A  MATER 

As  usual,  the  Ivy  League  has  it  ail 
over  any  other  group  of  colleges  as  the 
mother  of  CHOs.  Of  the  top  10  under- 
graduate schools  on  the  Corporate 
Elite  list,  five  are  Ivy.  The  top  three 
are  Yale  (38),  Princeton  (32),  and  Har- 
vard (29).  Penn  (23)  and  Northwestern 
(21)  round  out  the  top  five.  Cornell  (20) 
is  sixth.  A  mild  surprise:  City  College 
of  New  York,  a  plebian  but  rigorous 
institution,  contributed  14  CEOs,  includ- 
ing Intel's  Andy  Grove.  It  beat  out  MIT 
and  NYU  (13  each).  The  military  col- 
leges, by  the  way,  are  fairly  well  repre- 
sented. Annapolis  and  VMI  have  four 
CEO  alumni  each,  West  Point  two.  The 
Citadel  and  Kings  Point  one  each. 

In  graduate  education.  Harvard  wins 
going  away,  with  109  representatives 
(down  from  114  last  year).  Most  were 
from  the  B-school,  but  21  were  law 
school  graduates.  No.  2  Columbia  was 
far  back  with  26.  Some  214  CEOs  have 
MBA  degrees,  and  113  are  lawyers, 
roughly  the  same  as  last  year. 

Some  interesting  classes  turned  up 
this  year.  The  Harvard  B-school  class 
of  '63  was  a  winner,  with  no  fewer 

eisbecker 
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than  nine  CEOs,  including  Texas  Air's 
Frank  Lorenzo.  The  class  of  '62  did 
nearly  as  well,  with  eight,  including 
Coming's  James  Houghton  and  Cum- 
mins' Schacht.  Incidentally,  only  two 
men  remain  as  CEOs  from  the  great 
class  of  '49,  "the  class  the  stars  fell 
on":  Capital  Cities'  Tom  Murphy  and 
Figgie  International's  Harry  Figgie. 

Here  are  some  people  who  were 
classmates,  in  case  you  were  wonder- 
ing: Wyatt  of  Coastal  and  McCord  of 
Enserch  were  '49  Texas  Aggies  who 
ended  up  in  the  gas  business;  Du 
Font's  Woolard,  Intergraph's  Mead- 
lock,  and  Nalco  Chemical's  Clark  were 
North  Carolina  State  '5(1 

EASY  LIES  THE  HEAD 

The  conventional  wisdom  suggests  that 
the  unceasing  wave  of  mergers  loosens 
the  CEO's  hold  on  his  job.  But  the  fig- 
ures tell  a  different  story.  While  it's 
true  that  nearly  half  the  Corporate 
Elite  chiefs  have  been  on  the  job  for 
less  than  five  years,  fewer  are  really 
new  in  the  post.  Last  year,  144  were  on 
the  job  for  a  year  or  less;  this  time 
around,  the  figure  is  only  112,  35  of 
them  hired  from  outside  the  company. 

On  the  other  hand.  111  have  been  on 
the  job  for  20  years  or  more.  Of 
course,  if  you  really  want  to  ensure 
longevity,  own  the  company.  Of  the  10 
CEOs  with  the  longest  service,  (Milton 
Petrie  of  Petrie  Stores  is  the  champ, 
with  57  years),  eight  are  comjjany 
founders,  and  one  of  the  other  two  is 
Peter  Grace,  who  also  has  his  name  on 
the  door.  Odd  man  out  is  John  Deiii])- 
sey  of  Greif  Brothers  (42  years). 

IN  ON  THE  ACTION 

Yes,  it's  true  that  the  chiefs  of  Ameri- 
ca's big  companies  are  predominantly 
managers  (only  a  relative  handful  hold 
a  big  chunk  of  stock  in  their  compa- 
nies). But  it's  also  true  that  some  CEOs 
are  very  rich,  and  getting  richer. 
Counting  shares  of  company  stock  held 
directly,  the  richest  by  far  is  still  Berk- 
shire Hathaway's  Warren  Buffett. 
What's  more,  the  value  of  his  holdings 
virtually  doubled  since  last  year,  to 
about  $3.H  billion  at  recent  prices. 

The  Limited's  Leslie  Wexner  also  did 
well:  His  direct  holdings  in  the  compa- 
ny are  worth  about  $1.8  billion.  Micro- 
soft's Bill  Gates  and  Loews'  Bob  Tisch 
also  are  stock  billionaires.  There  are 
nine  more  f'ROs  whose  direct  holdings 
in  their  companies  are  worth  at  least  a 
half-billion  dollars,  and  quite  a  few 
with  at  least  a  quarter-billion.  These 
include  Century  Communications' 
Leonard  Tow,  an  economics  PhD  who's 
probably  the  richest  man  ever  to  have 
graduated  from  Brooklyn  College. 


CRADLE  OF  CHIEFS 

We  thought  we  had  Wyoming  this 
time.  For  two  years  running  that  state 
had  been  missing — uniquely — from  the 
roster  of  birthplaces  of  the  Corporate 
Elite  CEOs.  But  alas!  It  was  only  Wyo- 
ming, Pa.,  birthplace  of  C-Tech's 
Charles  Parente. 

As  usual.  New  York  led  the  list  of 
native  states,  with  136,  followed  by 
Pennsylvania,  with  71,  and  Illinois, 
with  67.  For  their  size,  Idaho  and  West 
Virginia  (six  each),  and  Rhode  Island- 
(seven)  did  surprisingly  well. 

Among  cities,  New  York  is  unexcep- 
tionably  first,  with  68.  Add  its  borough 
of  Brooklyn  (which  natives  invariably 
identify  as  a  city),  and  the  total  is  90. 
Chicago  is  the  second  city — with  40.  On 
a  per  capita  basis,  the  undisputed 
champ  is  Vernon,  Tex.,  in  Lost  Picture 
Shoiv  country.  It's  the  birthplace  of  no 
fewer  than  three  CEOs:  William  Alley 
of  American  Brands,  James  Johnson  of 


GTE,  and  Jerry  Watkins  of  Ocean  Drill 
ing  &  Exploration. 

Some  62  CEOs  are  foreign-born.  Brit 
ain  again  leads  with  11.  There's  onl) 
one  Japanese — Union  Bank's  Seishich 
Itoh.  Alexander  &  Baldwin's  Roben 
Pfeiffer  was  born  in  Fiji. 

THE  AGES  OF  MAN 

An  executive  who's  impatient  to  get  tcj 
the  top  sooner  rather  than  later  would 
do  well  to  choose  the  right  family.  Fail- 
ing that,  the  really  fast  track  is  to 
found  a  new  company.  Of  the  13  CEOs: 
under  40,  all  but  tvv^o  are  founders  or 
inheritors.  The  youngest,  just  turning 
32,  is  still  Bill  Gates,  who  founded  Mi- 
crosoft. Among  the  13,  no  fewer  than 
seven  are  family  scions;  one,  Richard 
Green  Jr.  of  Utilicorp  United,  is  the 
founder's  great-grandson.  Exceptions 
to  the  start-it-or-inherit-it  rule:  Cadencei 
Design  Systems'  Joseph  Costello  (35)' 
and  J.  B.  Hunt's  Chuck  Thompson  (36). 
At  the  other  end  of  the  age  scale, 
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iccidental  Petroleum's  redoubtable  Ar- 
land  Hammer  is  still  in  there — at  91. 
,ight  behind  him  is  Milton  Petrie,  87, 
f  Petrie  Stores.  In  all,  15  CEOs  are  75 
r  older,  and  almost  all  of  them  have 
leir  names  on  the  door  either  through 
nterprise  or  inheritance. 

THIS  WAY  UP 

\^hat's  the  best  way  to  the  corner  of- 
ice?  The  most  heavily  traveled  route 
till  runs  through  the  finance  and  fi- 
lancial-control  departments.  But  that, 
,s  BUSINESS  week's  new  study  of  chief 
inancial  officers  (page  62)  indicates,  is 
ubject  to  heavy  qualification.  Nearly 
.s  many  CEOs  (217  vs.  264)  listed  mer- 
handising/ marketing  as  a  career  path. 
In  third  place,  as  it  has  been  since 
ve  began  compiling  data,  is  engineer- 
ng/technical,  with  193  entries  (note 
hat  many  of  the  responses  listed  mul- 
iple  tracks).  Well  behind  is  produc- 
,ion/manufacturing,  with  110.  Law 
^ets  73  mentions.  Company  founder  is 
I  nice  track:  133  CEOs  listed  it,  while  11 
;hecked  off  "entrepreneur."  Nothing 
!lse  gets  much  play,  although  corpo- 
■ate  development/planning  is  listed  by 
10  fewer  than  seven  CEOs.  And,  per- 
ionnel  directors  please  note,  Ronald 
\!len  of  Delta  Air  Lines  lists  personnel 
is  his  career  ])ath.  He's  the  only  one. 

DOLLARS  AND  CENTS 

Dne  thing  about  being  CEO  of  a  big 
;ompany:  The  money  is  very  good.  In 
1988,  the  average  pay  hit  $760,000,  up 
11%  from  the  year  before.  (Readers 
ivith  long  memories  please  note  that 
;he  computation  differs  from  that  in 
)ur  annual  Executive  Compensation 
scoreboard;  that  includes  long-term  bo- 
nus dollars;  this  doesn't.) 

The  biggest  winner  was  that  peren- 
nial collector  of  the  heavy  pay  enve- 
lope, Paul  Fireman  of  Reebok,  who 
took  home  $11.4  million  (down  signifi- 
cantly from  $15.4  million  on  reduced 
earnings).  He  was  joined  by  a  couple  of 
new  rich:  Michael  Ainslie  of  Sotheby's 
Holdings  ($7.7  million)  and  Disney's 
well-publicized  high  earner  Michael 
Eisner  ($7.5  million).  In  all,  25  CEOs 
made  at  least  $2  million,  and  no  fewer 
than  218  managed  at  least  $1  million. 
Last  year,  only  162  earned  that  much. 

At  the  other  end  of  the  pay  scale,  46 
CEOs  earned  less  than  $200,000.  It's 
hard  to  pinpoint  who  the  lowest  paid  is, 
since  several  chief  executives  got  paid 
for  only  part  of  the  year,  or  have  other 
arrangements  with  controlling  parent 
companies.  But  one  thing  is  unequivo- 
cal: David  Rockefeller  drew  not  a  pen- 
ny in  compensation  from  Rockefeller 
Center  Properties.  He'll  make  out  all 
right,  anyway. (Conthmed  on  page  28) 


Dramatic  results. 

It's  no  act.  Omnifax  facsimile  lets  you  send  photographs  and  doc- 
uments with  near  picture-perfect  detail.  And  its  other  fine  features 
make  documents  as  easy  to  fax  as  they  are  to  read.  For  a  demonstra- 
tion and  our  free  booklet,  The  Joy  of  Fax,  call  ^^h^^^^ 
1-800-221-8330.  We'll  show  you  some  dra-  ^^Hk^lH 


matic  results.  : 


Omnifax  is  sold  and  serviced  in  the  U.S.,  Canada  &  Puerto  Rico  by  Telautograph  Corporation. 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National /Regional /Custom 
FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street,  Suite  200 
Woburn,  Massactiusetts  01801 
(617)  932-3939  •  FAX:  (617)  932-6335 
TLX:  497-2961  CRPTECH 


Select  Top 
Performance 

Twentieth  Century  Select  Investors 
is  ranked  the  #3  mutual  fund  in  the 
country  for  the  15  years  ending 
June  30, 1989,  according  to  Upper 
Analytical  Services,  Inc.  For  more 
information  about  Twentieth 
Century,  including  charges  and 
expenses,  write  or  call  toll-free  for 
an  Information  Kit  and  Prospectus. 
Please  read  the  Prospectus  carefully 
before  investing. 

Call  toll-free: 
1-800-345-2021 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

Past  performance  does  not  guarantee 
future  results. 
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One  of  the 

ecQocmcp 
have  its  o 

amworOt 


Welcome  to  The  ^  t^"'^'^^  ?  center,  not  the  edg 
Californias.  ^Pfi^H      ^       If  you  want  to  be  in 

One  of  the  most  ^.^tJmSXSLi^  middle  of  thing 

durable  myths  about         CALIFORNIA  republic   you  have  to  be  hen 

this  pai  t  of  the  w'orld  ■■■■■■■^Hj^HHI  ^he  California 
is  that  ifh  on  tie  are  the  wealthiest 

edge-the  edge  of  the  continent,  the  fastest-growing  market.  Six  hundrec 
edge  of  the  Pacific,  the  edge  of  change,  billion  dollars  last  year.  And  growin 

That's  veiy  romantic  and  very  The  Gross  State  Product  has 

very  misleading.  T 'le  Californias  are     increased  steadily-65%  over  the  pa: 


©1989  Califoniia  Department  of  C:ommerce.  All  nghts  reserved. 

dd's  leading 
versdoesrrt 


X  years. 

Since  1983,  over  2000  compan- 
s  have  located  or  expanded  their 
perations  here.  FuUy  one-third  of 
nited  States'  high-tech  companies 
re  here. 

United  States  trade  with  Asia 
ow  surpasses  trade  with  Europe. 
>ne  hundred  billion  doUars  of  foreign 
Me  passes  through  The  Califomias 


each  year 

Remember  that  saying  about 
the  right  place  at  the  right  time?  For- 
get it. 

If  you're  in  the  right  place,  it 
doesn't  matter  what  time  it  is. 

The  Californias^ 

California  Department  of  Commerce 
1121  L  Street,  Suite  600,  Sacramento,  CA  95814,  (916)  322-1394. 


Strictly  personal 

For  the  first  time  this  year,  the  Corpo- 
rate Elite  questionnaire  included  a  re- 
quest for  personal  information,  every- 
thing from  marital  status  to  military 
ser\-ice.  The  results  perhaps  reveal 
more  to  a  psychologist  than  to  a  sociol- 
ogist: The  reticences  speak  volumes. 

Consider  marital  status.  Nearly  600 
CKOs  reported  themselves  as  married, 
^vhith  sounds  low.  Four  said  they  are 
\\'ido\ved,  not  unreasonable  considering 
the  difference  in  life  expectancy  be- 
tweeu  men  and  women.  But  is  it  rea- 
sonable in  this  group  of  affluent,  high- 
ly mobile  men  (the  one  woman  is  a 
widow)  tha'  only  20  are  divorced?  One 
suspects  ;har  some  proportion  of  the 
large  nunv  er  who  didn't  answer  the 
question  ari ,  in  fact,  divorced. 

It's  likely  that  something  similar  was 
at  work  in  the  low  rate  of  response  to 
the  question  of  military  ser\  ice.  While 
it's  arguable  that  this  sample  of  men 


by  definition  has  well-developed  leader- 
ship abilities  (as  well  as  college  educa- 
tions), it's  still  hard  to  believe  that  60' f 
were  officers,  and  only  a  handful  were 
privates  or  seamen.  Armed  forces 
branch?  The  Army  contingent  was  the 
largest,  of  course,  followed  by  the 
Navy;  59  served  in  the  Air  Force  or  its 
predecessor,  and  21  were  Marines. 

Religious  affiliation  is  also  a  bit 
skewed,  although  probably  more  for 
social  and  economic  reasons  than  any 
reluctance  to  check  off  a  box.  Some 
62^^^  reported  themselves  as  Protes- 
tants, although  estimates  of  U.  S. 
church  membership  peg  Protestants  at 
about  5d7(  of  the  affiliated  nationally. 
The  two  most  frequently  claimed  de- 
nominations are  Presbyterian  and  Epis- 
copalian, by  no  means  so  common  in 
the  population.  Among  CEOs  who  re- 
plied, 23^(  professed  Roman  Catholi- 
cism, although  Catholics  probably  rep- 
resent 377f  of  the  affiliated.  And  Jews, 
who  account  for  4%  of  the  population, 
constitute  13%  of  the  CEOs  replying. 


How  do  CEOs  spend  their  spare  time?  j 
As  you'd  expect,  most  of  them  play  I 
golf,  and  some  of  them  are  very  good  I 
at  it.  Thomas  Cruikshank  of  Hallibur-j 
ton,  for  one,  is  a  scratch  golfer.  JordanI 
Haines  of  Fourth  Financial  plays  lots| 
of  courses.  So  far,  he's  notched  221. 

Tennis  attracts  about  half  the  CEOs  I 
who  play  anything  at  all,  with  214  re- 1 
spouses.  There  are  71  professed  skiersi 
and  70  fishermen.  Quite  a  lot  of  people! 
run  seriously  or  engage  in  other  fit-| 
ness  activities.  Merle  Borchelt  of  Cen- 
tral &  South  West  pumps  iron. 

Beyond  that,  name  the  sport  and  I 
someone  plays  it.  The  list  even  boasts  a  I 
couple  of  curling  enthusiasts,  including! 
AmeriTrust's  Jerry  Jarrett. 

Quite  a  few  people  like  to  garden,! 
and  a  contingent  of  pilots  fly  their  | 
own — or  their  companies' — planes.  Sev- 
eral spend  their  weekends  on  active! 
farms  or  ranches,  including  Apple's] 
John  Sculley.  Two  own  nut  orchards. 

A  handful  are  musicians;  one  writes! 
songs.  A  big  group  reads  for  relax- 
ation; several  are  history  buffs  (Worldl 
War  II  or  American).  Martin  Marietta's! 
Norman  Augustine  builds  dollhouses. 

There  are  art  collectors  and  weekend! 
painters,  restorers  of  antique  cars,  a| 
four-in-hand  carriage  racer  (Benefi- 
cial's  Finn  Caspersen),  and  an  amateur| 
magician  (Bear  Stearns'  Alan  Green- 
berg).  Dennis  Fill  of  Westmark  Inter- 
national is  working  on  a  biography  ofl 
author  F.  Scott  Fitzgerald.  As  fori 
Laurence  Hirsch  of  Centex,  he  sets| 
himself  self-improvement  tasks.  Re- 
cently, he's  been  learning  Spanish. 

B  I  R  T  H  D  A  Y  T  R  I  V  I  A 

Here  are  some  facts  about  CEOs  that  J 
are  guaranteed  to  have  no  significance! 
whatever.  For  example,  the  Corporate! 
Elite  list  boasts  only  one  New  Year's! 
Day  baby:  Wesco  Financial's  Munger. 
But  four  had  parents  who  clipped  a 
day  off  and  managed  a  little  New 
Y'ear's  Eve  tax  exemption:  Oh,  well, 
maybe  it  didn't  make  any  difference. 
None  of  them  was  born  after  1938,  and 
the  income-tax  saving  couldn't  have 
amounted  to  much. 

Three  were  born  on  Christmas  Eve  or 
Christmas  Day,  thus  shorted  on  pres- 
ents. Find  them  in  the  directory  and 
send  them  something  nice.  For  the  pa- 
triots, we  have  four  Independence  Day 
babies.  Is  Allen  Born  of  Amax  tired  of 
being  Born  on  the  Fourth  of  July? 

We  count  four  April  Fools'  Day  ba- 
bies, three  Halloweens,  three  on  St. 
Valentine's  Day,  three  on  Friday  the 
13th,  four  on  Washington's  (real)  Birth- 
day, two  on  Pearl  Harbor  Day.  But  the 
biggest  single  date,  without  regard  for 
year,  is  April  12.  A  bonanza  for  CEOs: 
eight  share  the  birthdate. 
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ERE  ARE  32  WAYS  TO  STOP  A  SAMSUNG.  THIS  IS  NUMBER  19. 

'ORE  OUR  VCRS  LEAVE  THE  FACTORY.  WE  DO  NO  FEWER  THAN  TWENTY-THREE  ENDURANCE 
iTS.  WE  SHAKE  THEM.  WE  BANG  THEM.  WE  EVEN  DROP  THEM.  THEN,  AND  ONLY  THEN.  WILL 

i 

!  BE  SURE  YOU'RE  BUYING  THE  VCR  THAT  STANDS  UP  TO  ANY  PUNISHMENT  YOU  CAN  DISH 
T  WELL.  ALMOST  ANY  PUNISHMENT.      ALMOST  INDESTRUCTIBLE.  figSAMSUNO 

THE  FUTURE  OF  ELECTRON IC?=^' 


Management  must  guide  the  forces  of  change...'! 

—  John  W.  Teets,  Chairman  ' 


For  a  copy  of  Greyrnjuna's 
latest  annual  report,  wnte  to 
Public  Relations, 
1618  Greyhound  Tower 
Phoenix,  Arizona  85077 


The  Greyhound  Corporation  has  been  recast.  From 
the  crucible  of  change  has  ennerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  |0b  of  management  always  has  been  to  see  the 
company  not  as  it  is,  but  as  it  can  grow  to  be.  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program. 

Hard  choices  were  faced;  tough  decisions  were 
made.  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  company's  nationwide  bus  line,  were 
divested.  At  the  same  time,  new  businesses  with  ex 
cellent  growth  and  profit  potential  were  established 
or  acquired. 

For  example,  Purex  household  and  laundry  pre 
ucts  were  added  to  the  personal  care  and  package 
foods  brands  of  Greyhound's  Dial  Corporation,  Prersr 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


velers  was  acquired,  complementing  Greyhound's 
sting  airport  and  food  service  businesses.  General 
tors'  RTS  transit  bus  manufacturing  and  parts  opera- 
"I  was  purchiased  to  expand  Greyfiound's  top-ranked 
3rcity  coacti-buiiding  business. 

Today  Greyfiound's  four  business  segments  — 
nsumer  products,  services,  transportation  manufac- 
ing  and  financial  —  produce  revenues  at  a  $3  billion 
nual  rate. 


Witfi  Vne  restructuring  of  Greyfiound's  core  busi- 
nesses completed,  management  is  concentrating  on 
furtfier  improvement  of  operating  returns.  Cfiange  is 
inevitable,  and  management  must  guide  Vne  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day 


The  Greyhound  Corporation 


WORLDWIDE  MARKET  EXPENDITURES 


HEAVY  EQUIPMENT  DIVISION 


AFRICA      MIODIE      lUROPI     fARIAST  NORTH 

AMeRIUI 

In  business  success  doesn't  only  depend  on  what  you  say  But  often,  on 
how  you  say  it.  Minolta's  EP  4230  multicolor  copier  makes  whatever  you 
have  to  say  more  impactful 

Thanks  to  our  exclusive  Simul-Color  111'" 
process,  you  can  generate  eyecatching,  three- 
color  copies  in  one  pass.  Three  times  as 
fast  as  other  machines,  which  need  a 
separate  pass  for  each  color 

Now  you  can  combine  black  and 
our  choice  of  two  other  colors  (red, 
i  )l ue,  sepia  or  green)  in  three  different 
sec:  ons  of  the  original  And  watch  your 
charts,  graphs,  even  mirroffice  correspondence  come  to  life. 

Simul-Color  IS  a  trademark  of  Minolto  Corporol.-.-n  'q1989  Minolta  Corporation 


REVENUES  BY  DEPARTMENT 

But  the  EP  4230  has  more  features  than  meet  the  eye.  Like  quick  e 
which  lets  you  delete  image  from  parts  of  the  copy  Or  job  programming 
that  allows  you  to  set  up  three  different  operational  sequences  in  advam 
Or  the  Minolta  Intelligent  Commander  An  option  that  gives  you  even  gi 
programmability 

Plus  the  innovations  you've  come  to  expect  from  Minolta.  Like  aut( 
paper  selection/auto  magnification.  Duplexing,  And  a  50%- 200%  zooi 

With  this  kind  ol  capability  the  EP  4230  won't  just  improve  your 
productivity  It'll  improve  your  image.  So  call  1-800-USA-DlAL. 
Ext-  777  for  the  Minolta  dealer  nearest  you. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOL 


OCOs  cuJio  arrive  in  Tidas/iin^ ion  io  /iff  ^ooernmeni  posis 
sfoufcf  iraoeffigfi.  O^fet^  neecf ^oocf pofiiicaf msiincis  more  if  an 
ife  mana^emeni  Sa^^a^e  ifieij  usuaffij  fu^  afon^ 


t's  a  familiar  story.  Brimming 
with  confidence,  a  corporate  exec- 
utive appointed  to  a  top  Adminis- 
tration job  vows  to  bring  private- 
sector  efficiency  to  Washington. 
But  the  ink  on  his  confirmation 
papers  is  barely  dry  before  he  dis- 
covers that  the  White  House  won't 
let  him  name  his  own  deputies,  the 
lureaucracy  will  block  his  manage- 
(lent  reforms,  and  Congress  isn't  im- 
iressed  with  his  credentials  or  his  poli- 
y  ideas. 

For  a  former  chief  executive  officer 
if  a  large  corporation  who  is  used  to 
laving  his  orders  carried  out  almost 
nthout  question,  life  in  the  capital  is  a 
hock.  "All  of  a  sudden,  you  don't  have 
,  great  big  team  of  people  behind  you 
vho  know  your  every  wish  or  how  to 
mte  a  speech  for  you,"  says  former 
'ommerce  Secretary  C.  William  Verity 
r.,  a  former  CEO  of  Armco  Inc.  "Here 
'Ou're  naked,  starting  all  over." 

These  differences  explain  why  many 
I  highly  regarded  CEO  has  come  to 
n"ief  in  a  government  job.  Some  execu- 
ives  adapt  to  the  demands  of  their 
lew  positions  and  serve  with  distinc- 
ion.  Others  never  overcome  their  ini- 
ial  frustrations  and  fail.  "There  have 
)een  many  people  who  have  gone  from 
^reat  success  in  the  private  sector  to 
lismal  failure  in  the  public  sector," 
lays  Donald  Rumsfeld,  Defense  Secre- 
ary  in  the  Ford  Administration  and 
'ormer  CEO  of  G.  D.  Searle  &  Co. 
'Functioning  in  a  goldfish  bowl  re- 
luires  a  different  set  of  skills  than  is 
equired  in  the  business  community." 

Some  executives  revel  in  the  atten- 
ion  a  public  figure  gets;  others  find 
he  loss  of  privacy  intolerable.  The 
)ress  now  pries  more  aggressively  into 
)fficials'  private  lives  and,  of  course, 
he  pay  isn't  great.  "That's  indicated 
)y  all  the  vacancies  in  the  Bush  Admin- 
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DREW  LEWIS 


"[Government  service]  gives  you  visibility  that 
you  don't  have  in  a  business  situation." 
"That  can  be  a  plus  or  a  minus" 


JOVERNMENT 
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One  of  Detroit's 
fastest  test 
tracks  has  a 
top  speed 
of  2  m.p.h. 

Car  makers  were  being 
handicapped.  Realistically  testing 
new  paints  nneant  stopping  regular 
production.  It  was  slow.  Expensive. 
At  BASF,  we  looked  at  the  problem  in 
a  new  way.  Why  not  build  a 
production  line  just  tor  testing  paints? 
The  result:  a  revolutionary,  full-scale 
production  line  that  precisely  imitates 
any  of  our  paint  customers'  regular 
lines.  This  paint  test  track  means 
regular  car  production  doesn't  stop, 
and  slashes  the  development  time  for 
new  paints.  Even  if  top  speed  is  only 
2  m.p.h. 

In  one  industry  after  another,  from 
paints  to  plastics,  our  broad-based 
technologies  help  us  create  new 
worlds  by  seeing  in  new  ways. 

Spirit  of  Innovation 


BASF 


stration,"  says  Preston  R.  Tisch,  co- 
:eo  of  Loews  Corp.  and,  briefly,  Post- 
naster  General  under  Reagan. 

Presidential  personnel  chief  Chase 
Jntermeyer,  who's  trying  to  fill  those 
ilots,  says  the  Administration  has  had 
rood  luck  recruiting  from  business. 
3ut  it  has  been  much  easier  to  attract 
rice-presidents  than  CEOs.  "It's  not  just 
)ay,"  says  Untermeyer.  "It's  not  just 
lisclosure.  It's  not  just  having  one's 
ife  and  soul  bared  to  the  world  and 
jubject  to  all  kinds  of  beating  up  by 
Ilongress  and  the  press.  It's  not  just 
;he  restrictions  on  post-government 
;mployment.  It's  all  of  those  things, 
[here  is  general  discouragement." 

Of  the  14  Cabinet  secretaries  in  the 
Bush  Administration,  only  two  are  for- 
Tier  CEOs — Treasury  Secretary  Nicho- 
as  F.  Brady,  late  of  Dillon,  Read  &  Co. 
md  Purolator  Courier  Corp.,  and  Com- 
nerce  Secretary  Robert  A.  Mosbacher 
)f  Mosbacher  Energy  Corp.  Other  cor- 
porate executives  have  been  hired  for 
X)p  sub-cabinet  jobs,  including  Deputy 
Preasury  Secretary  John  E.  Robson, 
former  CEO  of  Searle;  Deputy  Com- 
Tierce  Secretary  Thomas  J.  Murrin,  a 
former  Westinghouse  Electric  Corp. 
executive,  and  Deputy  Defense  Secre- 
:ary  Donald  J.  Atwood,  former  vice- 
chairman  of  General  Motors  Corp. 


y  contrast,  Reagan  appointed 
four  business  executives  to  his 
first  Cabinet — Transportation 
Secretary  Drew  Lewis,  Com- 
merce Secretary  Malcolm  Bal- 
drige,  Treasury  Secretary 
Donald  T.  Regan,  and  Labor 
Secretary  Raymond  J.  Dono- 
van. Many  others  were  named  to  sec- 
Dnd-tier  jobs. 

The  CEOs  in  the  Bush  Administration 
are  still  learning  the  ropes,  but  the 
experience  of  the  Reagan  team  demon- 
strates the  opportunities  and  obstacles 
that  confront  executives  in  govern- 
ment. Lewis,  for  instance,  earned  his 
spurs  after  only  six  months  in  office 
when  he  skillfully  handled  a  potentially 
disabling  strike  by  air-traffic  control- 
lers. Lewis  was  a  successful  business- 
man, both  as  a  management  consultant 
and  as  an  executive  with  National  Gyp- 
sum Co.  But  what  set  him  apart  were 
the  political  skills  he  had  developed  as 
a  candidate  for  office  in  Pennsylvania 
and  as  a  member  of  the  Republican 
National  Committee. 

Lewis'  bout  with  the  controllers,  who 
were  fired  by  President  Reagan  after 
they  illegally  walked  off  their  jobs,  es- 
tablished him  as  a  man  to  be  reckoned 
with  in  the  Reagan  Cabinet.  Before  he 
left  the  government  in  1983,  he  racked 
up  a  string  of  successes.  His  most  im- 
pressive win  may  have  been  increasing 


the  gasoline  tax  to  pay  for  more  high- 
way construction  and  maintenance. 
Lewis  had  to  sell  the  idea  to  a  reluc- 
tant Administration,  then  guide  it 
through  Congress  during  a  tumultuous 
lame-duck  session  in  1982. 

As  a  result  of  his  success  in  govern- 
ment, Lewis'  career  blossomed.  Ameri- 
can Express  Co.  CEO  James  D.  Robin- 
son III  and  Warner  Communications 
Inc.  CEO  Steven  J.  Ross  recruited  Lew- 
is to  become  chairman  of  Warner 
Amex  Cable  Communications  Inc.  He 
later  moved  to  his  current  job  as  chair- 
man and  CEO  of  Union  Pacific  Corp.  "It 
gives  you  visibility  that  you  don't  have 
in  a  business  situation,"  Lewis  says  of 


government  service.  Of  course,  he 
adds,  "that  can  be  a  plus  or  a  minus." 

For  Regan,  what  started  out  as  a 
plus  ended  up  a  minus.  The  former 
chairman  and  CEO  of  Merrill  Lynch  & 
Co.  took  the  top  Treasury  post  in  1981, 
then  moved  to  the  White  House  in  1985 
as  chief  of  staff.  He  received  generally 
good  marks  at  Treasury  (he  produced 
the  original  version  of  Reagan's  tax- 
reform  program),  but  was  a  disappoint- 
ment as  Reagan's  top  aide. 

Regan  brought  with  him  from  New 
York  a  driving,  autocratic  style  that 
had  helped  make  Merrill  one  of  the 
most  innovative  firms  on  Wall  Street. 
At  the  White  House,  he  set  up  a  corpo- 
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rate-style  staff  structure  that  gave  him 
firm  control  of  the  decision-making 
process.  But  both  Regan  and  the  struc- 
ture he  imposed  lacked  the  flexibility 
to  deal  with  a  political  crisis.  That  be- 
came clear  when  he  was  unable  to  con- 
tain the  damage  caused  by  disclosure 
that  the  Administration  had  traded 
arms  to  Iran  and  diverted  money  to  the 
Nicaraguan  contras.  The  Tower  Com- 
mission report  on  the  Iran-contra  af- 
fair blamed  Regan  "for  the  chaos  that 
descended  upon  the  White  House."  He 
was  ultimately  forced  out. 

Regan  failed  where  other  business- 
men have  failed.  "He  had  no  feel  for 
the  political  atmosphere,"  says  one 


Reagan  Administration  official.  "He 
had  no  sense  of  when  you  say  some- 
thing, how  it  reads  on  the  front  page 
of  The  Washington  Post." 

Says  Regan:  "I'm  the  only  business- 
man who  has  had  that  job.  Whether  or 
not  a  businessman  should  be  in  that 
job  is  a  question  people  will  raise.  Can 
he  take  the  heat?  But  on  everything 
but  Iran-contra,  while  I  was  chief  of 
staff,  Reagan  did  well."  Regan  is  now 
giving  speeches  and  managing  his  in- 
vestments. 

Whatever  the  frustrations,  most 
CEOs  who  have  been  summoned  to 
Washington  value  their  experience.  "I 
learned  a  tremendous  amount  that 


would  have  been  helpful  to  me  as  a 
CEO  in  figuring  out  where  my  company  , 
should  go  in  an  international  environ- ; 
ment,"  says  S.  Bruce  Smart  Jr.,  a  for- 1 
,mer  CEO  of  Continental  Group  Inc.  who 
served  as  Commerce  Under  Secretary  , 
for  international  trade.  j 
But  many  of  the  executives  who  ' 
serve  in  Washington  never  get  much 
of  a  chance  to  apply  what  they  learn 
because  their  public  service  is  a  last 
stop  on  the  way  to  retirement.  That's  , 
because  most  fast-trackers  are  reluc- 
tant to  step  out  of  the  race,  even  tem- 
porarily. "You  get  very  few  middle- 1 
aged  executives,"  says  Smart,  "and  j 
those  you  do  get  are  there  because  ( 
they  have  come  to  some  bump  in  a  \ 
career  road,  or  maybe  their  company 
has  been  bought  out." 


xecutives  who  do  take  time  out 
for  government  have  to  sever  • 
their  relationship  with  their  | 
company  and  rarely  return  to  \ 
their  old  employer.  Norman  R.  | 
Augustine,  chairman  and  CEO  of  | 
Martin  Marietta  Corp.,  recalls 
that  after  one  of  his  stints  at 
the  Pentagon  years  ago,  a  former  em-  ji  i 
ployer  "as  much  as  said  they  would  not 
hold  against  me  the  fact  that  I  left  the ; 
company   and   went   to   the  gov-i 
ernment. . . .  [But]  it  was  clear  they  did 
not  feel  it  was  a  plus  to  my  career." 
Ethics  rules  may  also  be  playing  a  role 
now,  with  executives  fearful  that  a  re-  j 
turn  to  their  former  employers  could  i 
create  conflict-of-interest  problems. 

But  executives  who  return  to  the  pri- 1 
vate  sector  do  find  advantages.  For! 
some,  like  Lewis,  government  service 
is  a  career  boost.  For  others,  the  expe- 
rience improves  their  management 
skills  and  gives  them  a  broader  view. 
"It  forces  you  to  become  a  better  exec- 
utive," says  Peter  T.  Johnson,  a  former] 
CEO  who  headed  the  Bonneville  Power  i 
Administration  for  much  of  the  Rea- 
gan era.  "You  do  take  more  things  into 
account.  You  do  realize  government 
has  an  important  role."  And  almost  all 
of  these  executives  found  the  much- 
maligned  federal  employee  to  be  far 
more  talented  and  hard-working  than 
they  had  believed. 

A  few  CEOS  find  government  so  ap- 
pealing that  they  are  willing  to  trade! ' 
their  executive  suite  for  a  more  uncer- 
tain career  in  public  service.  Just  ask 
the  former  president  and  chairman  of 
Zapata  Off  Shore  Co.,  who  left  the  pri- 
vate sector  for  government  more  thani  ' 
20  years  ago  and  never  went  back.| 
He's  had  his  ups  and  downs,  but  today  I 
he  has  the  toughest  job  of  any  CEO  inj* 
the  world.  He's  best  known  as  Presi-jt 
dent  George  Bush.  [. 

By  Richard  Fly  in  Washingtonli 
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DONALD  REGAN 

▼  TV 

"I'm  the  only  businessman  who  has  had  [the 
chief-of-staff]  job.  Whether  or  not  a  businessman 
should  be  in  that  job  is  a  question  people  raise" 
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CADILLAC 


NINETEEN  HUNDRED  NINETY 


Now  the  most  spaciouj 
front-drive  sedans 
in  their  dass  are  alsc 
the  most  powerfu. 


CADILLAC 


leflned  performance. 

V  new,  more  powerful 
.5  liter  V8  is  the  prod- 
ict  of  Cadillac's 
»alanced  view  of  per- 
ormance.  It  generates 
S  more  horsepower 
han  last  year  for 
esponsive  accelera- 


I  hc  iiL'u  4.5  liter  V  8  with 
sequential  port  fuel  injection, 
exclusive  to  Cadillac,  gener- 
ates 180  horsepower  and  more 
torque  than  last  year,  to  let  vou 
pass  and  merge  with 
confidence. 


tion  on  i 
matched  v 
tuned  tra 

and  final  ^^mi/  sMviy.  A 
is  applied  safety  cage  made 
and  effor|of  strong  steel  secti(.)ns 
afford  voif  roof,  pillars  and  rocker 
comtortal^esigned  to  protect  you. 
experienc 


F  leetwood  and 
De  Villefor  1990. 
Unmistakably 
Cadillac. 


Call  1.800-333-4CAD  for  product 
literature  and  the  location  of  your 
nearest  Cadillac  dealer.  Or  return 
the  attached  postage-paid  card. 
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CADILLAC  STYLE.' 
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STYLE 


Why  a  Cadillac  is  as  comfortable 
to  own  as  it  is  to  drive. 


World-class  quality  that's 
attracting  worldwide 
attention. 


Cadillac's  Cold  key 
incorporating 
a  PASS  Key  " 
anti-theft  system. 


Every  Cadillac  is 
manufactured 
and  assembled  to 
exacting  tolerances  using  leading- 
edge  systems  and  technologies, 
making  Cadillac  t]ualitv  the  envy  of 
many  autonn)tive  manufacturers. 

To  appreciate  the  quality  of 
our  automobiles,  look  at  the 
quality  of  our  warranties. 

Most  Cadillacs  are  backed  by  the 

Cadillac  Gold  Key  Bumper  to 

Bumper  Warranty  It  covers  every 

component  for4  years/3(),()(K) 

miles.  Allante  is  backed  for 

7  years/l()0,000  miles* 


A  personal  introduction  to 
your  new  Cadillac. 

As  part  oi  the  Cadillac  Gold  Key 
deliverv  svstem,  vour  Cadillac  is 
thoroughly  inspected  before  you 
see  it.  At  delivery,  your  sales  repre- 
sentative personallv  reviews  its 
sophisticated  features  with  you, 
before  introducing  you 
to  service  department 
personnel. 

Cadillac  Roadside 
Service '  follows  you 
wherever  you  go. 


dealers  than  any  other  roadside 
service  program. 

A  highly  trained  service  advisor 
is  a  teill-free  phone  call  away  24 
hours  a  day,  3b5  days  a  year.  And  if 
necessary,  a  trained  service  techni- 
cian in  a  specially  equipped  vehicle 
will  be  dispatched  to  your  location 


As  the  owner  of  any 
model  year  Cadillac,  you  are 
automatically  covered  by  Cadillac 
Roadside  Service.  It's  the  first 
program  of  its  kind  t)ffered  by 
any  domestic  manufacturer, 
with  more  participating 


t)n-the-spot  ser\  ice-nights,  weekends  and  holidays. 

to  help  you  get  back  on  the  road. 

At  Cadillac,  we  are  dedicated  to 
making  you  the  most  cared-for 
owner  in  the  world. 

'Except  lires,  which  are  covered  bv  their  nwnu- 
tacturer  and  normal  mainlenance  items 
See  vour  dealer  lor  terms  ,ind  cnnditinns  of 
these  limited  warranties. 


CaU  1-800-333-4CAD  for 
product  information  and 
the  location  of  your 
nearest  Cadillac  dealer. 


Sedan  deVille 


li  ONLY   WAY  TO   TRAVEL  IS 


CADILLAC  STYLE.' 


COr'nGjT  Or/lC^ .   in  the     the  ones  that  reflect  the  individual,"  says  Carol  A. 


mind's  eye,  this  locus  of  power  is  all  wood  pan-  Groh,  founder  of  GN  Design  Associates,  Inc., 

els,  hushed  tones,  leather  chairs,  and  book-lined  which  specializes  in  office  design.  "When  people 

shelves.  But  in  reality,  today's  executive  suites  are  walk  into  an  office,  they  want  to  sense  the  per- 

as  diverse  as  the  CEOs  who  inhabit  them.  <3>  son."  (But  they  shouldn't,  perhaps,  sense  too 

That's  because  CEOs  are  paying  more  attention  to  much:  A  CEO  hardly  wants  to  project  much  disor- 

their  working  quarters,  design  experts  say.  Offices  der  or  self-indulgence  in  his  surroundings.)  <$>  So 

have  always  been  used  to  project  power.  Nowa-  how  do  the  titans  at  the  top  arrange  their  execu- 

days,  they  also  help  to  convey  a  company's  distinct  tive  suites,  which  typically  range  from  300  square 

image — traditional,  leading-edge,  iconoclastic,  or  feet  to  a  lavish  650  square  feet?  <^  Let's  leave  the 


whatever — to  visitors  from  a 
variety  of  corporate  constitu- 
encies: clients,  bankers,  sup- 
pliers, and  investors.  <$>  And 
these  working  offices  perform 
another  useful  chore:  "The  't 


Corporate  Elite. 


most  successful  offices  are 


anteroom  (that's  the  recep- 


tion area  of  Ted  Turner's  of- 


fice at  left)  and  move  into 


the  inner  sanctums  of  nine 


members  of  business  week's 


BY  JUDITH  H.  DOBRZYNSKI 
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s  boastful  as  the 
man  who  works 
there,  Ted  Turner's 
roomy  office  brims 
with  peTsonal  items, 
such  as  his  sailing 
troplries.  and  with  objects 
that  have  merely  caught  his 
fancy,  such  as  the  globes 
that  signify  his  interest  in 
world  affairs.  Turner's  Atlan- 
ta digs  are  also  crammed 


with  the  totems  of  his  indus- 
try— some  10  TV  sets  (a  few 
always  tuned  to  Cable  News 
Network,  Headline  Cable 
News  Network,  and 
Turner's  other  networks), 
several  vcRs,  and  a  large- 
screen  TV  (the  better  to  dis- 
play his  controversial  color- 
ized films).  On  Turner's 
desk,  often  messy  by  CEO 
standards,  are  two  signs  that 


broadcast  his  personal  plii- 
losophy:  "Lead,  follow,  or 
get  out  of  the  way." 

Turner's  spacious  suite 
gives  the  frenetic  CEO  plenty 
of  room  to  pace,  a  habit  of 
his,  and  to  keep  files  on  his 
vast  interests.  But  it  doesn't 
hold  all  of  his  collections. 
Just  outside,  in  the  waiting 
area,  are  his  Civil  War  guns, 
Indian  headdresses,  MGM 


movie  memorabilia,  and  a 
wall  of  magazine  covers  fea- 
turing Turner. 

The  homey  atmosphere  is 
apt,  considerijig  that  Turner 
often  used  to  pull  down  a 
Murphy  bed  and  spend  tlie 
night.  Since  last  summer, 
though,  he  has  climbed  a 
few  flights  to  a  penthouse 
apartment  constructed  for 
him  atop  headquarters. 
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I ike  the  jewel  it  is, 
Neil  Hirsch's  hexago- 
nal office  is  set  into  a 
corner  of  the  104th 
floor  of  Manhattan's 
One  World  Trade 
Center.  The  Telerate 
founder  can  look  out  at  New 
York  harbor  and  the  Statue 
of  Liberty.  But  the  view 
inside  is  a  close  rival.  Hirsch 


has  surrounded  himself  with 
more  than  a  dozen  sculp- 
tures by  Rodin:  Spaced 
around  the  office's  periph- 
ery, they  reinforce  the  verti- 
cal lines  of  the  Trade  Cen- 
ter's columns. 

Hirsch's  maroon  lacquer 
desk  is  a  much  less  formal, 
covered  as  it  is  with  piles  of 
paperwork,  books,  art  cata- 


logues, and  a  photo  of  his 
current  companion,  Bianca 
Jagger.  Behind  Hirsch's 
leather  chair  are  a  sampling 
of  Telerate  products:  a  hand- 
held device  that  delivers 
real-time  sports  news  and  a 
terminal  that  provides  stock 
and  bond  quotes.  And  the 
print?  It  looks  Russian,  but 
it's  a  Motherwell. 


NEIL  S.  HIRSCH<S>  Tekmte 
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galitarian  to  a  fault — 
that's  Intel.  Like  all 
its  employees,  Andy 
Grove  sits  in  a  cubi- 
cle with  shoulder- 
height  movable  walls, 
though  his  has  a  window 
and,  at  15  feet  square,  is 
larger  than  most.  "We're  all 
soldiers  in  the  same  army," 
he  says.  "[Fancy  surround- 
ings] make  people  focus  on 
form  rather  than  substance." 
Besides,  Grove  likes  to 
stand  up  from  his  simple 
white  desk  and  look  around. 

Intel's  cleanliness  code 
forbids  workers  from  tacking 
up  newspaper  clips  or  piling 
junk  on  top  of  walls — but 
that  hasn't  stopped  Grove 


from  personalizing  his  Santa 
Clara  (Calif.)  environs.  On 
one  wall  is  a  framed  cartoon. 
It  depicts  Grove  and  his 
Intel  co-founders  dressed  in 
ai'mor,  a  dragon  at  theii^ 
feet — from  an  early  article 
about  Intel  slaying  the  1985 
teclinology  recession.  Then 
there's  a  wafer  of  the  com- 
pany's latest  computer  cliip, 
an  award  from  the  Institute 
of  Electrical  and  Electronics 
Engineers,  and  a  photo  of  a 
just-announced  computer 
board.  Nearby  is  "Grove's 
literary  shelf,"  which  proudly 
displays  his  three  ventures 
as  a  book  author  (one  on 
chips,  two  on  management), 
among  other  titles. 


ANDREW  S.  GROVE  ^  Intel 
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I      nclosed  by  two  walls 
Ml    of  glass  and  two  pan- 
W\    eled  in  a  light  tropical 
I  .  hardwood  called 
I  J  anigre,  John  Reed's 

office  is  open  and 
airy,  clean  and  calibrated. 
Only  the  books  and  a  few 
photographs  are  truly  per- 
sonal. Reed  works  at  a  table- 
like desk  or  at  a  podium, 
added  last  year  when  he 
wrenched  his  back.  Sitting, 
he  looks  out  at  satellite  pho- 
tos of  three  cities  where  he 
spent  his  childhood  and 
youth:  Chicago,  Buenos 
Aires,  and  Rio  de  Janeiro. 

He  can  also  look  out  at  a 
garden,  which  is  what  makes 
his  office  so  special.  This 
"shared  executive  space."  in 
designers'  parlance,  is  a  ref- 
uge from  the  noise  of  New 
York's  Park  Ave.  one  flight 
below.  Accessible  only  to 


Ktcd  and  10  other  Citi  exec- 
utives, it's  filled  with  plants, 
fabricated  rocks,  and  a  sev- 
en-foot stuffed  lion  that  was 
shot  by  a  retired  Citi  execu- 
tive (look  under  the  tree). 
It's  kept  in  perpetual  twilight 
during  the  day,  but  at  night, 
ceiling  panels  open  to  lights 
that  blaze  an  intense  tropical 
sun.  To  help  keep  Citi's  top 
officers  in  constant  commu- 
nication, there's  a  small  pan- 
try stocked  with  refresh- 
ments. For  privacy.  Reed 
retreats  to  a  library  several 
yards  away. 
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iAS  NO  CEILINGS. 


When  Conner  Peripherals 
designed  its  new,  high-volume 
manufacturing  facility  in  Singapore, 
we  included  some  powerful  capabil- 
ities. And  left  out  the  production 
ceilings. 

We  had  no  choice.  To  meet  the 
ever-increasing  demand  tor  our  iVi" 
hard  disk  drives,  we  had  to  raise  our 
production  capacities  dramatically. 
Because  in  this  business  you've  got 
to  deliver.  In  volume,  on  time,  and 
without  interruption. 

Which  nicely  sums  up  Conner's 
global  manufacturing  strategy. 

A  strategy  that  begins  in 
Longmont,  Colorado,  where  we 
research,  design,  and  develop  new 
products.  And  continues  in  San 
Jose,  California,  as  we  perfect  the 
manufacturing  process,  ensuring 
a  smooth  ramp  up  to  high  volume. 

Leading  us  to  Singapore;  a 
sophisticated,  expandable,  produc- 
tion machine  capable  of  building 
more  than  4  million  drives  a  year. 
Or  to  Ivrea,  Italy,  where  Conner 
adapts  and  produces  drives  for  the 
European  Community.  Either  way, 
we're  prepared  to  meet  global 
demand  for  Conner  drives  on  a 
steady,  uninterrupted  basis. 

All  of  which  allows  Conner  to 
build  more  drives,  on  a  more  timely 
basis,  for  delivery 
to  more  places  in 
the  world.  Think 
about  it,  then  call 
Conner.  There's 
no  ceiling  on  what 
we  can  do  for  you. 


gapore:  65  2«45  566  •  Tokyo:  81  3-597-8321  •  European  Headquarters:  49  89-811-2097 
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HOTELS  MERIDIEN. 


The  style  to  which  you've  become 
accustomed  is  ahve  and  well  at 
Le  Meridien.  Whether  your  tastes 
run  toward  a  high-powered,  cos- 
mopolitan business  center,  or  a 
relaxing,  Eden-like  getaway, 
Le  Meridien  offers  a  bouquet  of 
nine  perfect  hotels  in  North 
America  to  pick  from. 


At  each  you'll  bask  in  the 
inimitable  "Meridien  Style."  From 
an  indulgently  complete  health 

MERIDIEN 

Travel  Companion  of  Air  Prance 
Over  50  Hotels  and  Resorts  Worldwide 


club  to  artful  regional  cuisine  you'll 
relish  all  the  petals  of  our  perfection. 
A  bouquet  of  this  quality  is  so  rare, 
how  can  you  refuse  it? 

For  reservations  call 
(800)  543-4300  or  your  travel 
planner,  and  don't  forget  to  ask 
about  J^'/^^'i/aAi)M,  our  frequent- 
guest  program. 


In  North  America:  Boston  •  Montreal  •  Nassau,  Bahamas  *  New  Orleans  •  New  York  •  Newport  Beach  •  San  Diego  •  San  Francisco  •  Vancouver 


Appreciation  of  detail  results  in  perfection. 

Come  blossom  in  ours. 


nn  old  rolltop  desk 
dominates  Jamie 
Houghton's  office 
in  Corning,  N.  Y. 
Struck  by  its  unusu- 
al grain — it's  made 
of  cherrywood — he  bought  it 
in  Manhattan  several  years 
ago  and  brought  it  to  the 
office  when  he  became  CEO. 
Houghton  works  there 
sometimes,  but  he  also  shifts 
to  a  more  modem  piece,  a 
standup  desk  made  by  a  lo- 
cal woodcrafter.  "I  like  to 
change  position  often,"  he 
says.  Also  rare — for  a  cor- 
ner office— is  Houghton's 
rocking  chair. 

His  office  also 
reflects  other  in- 
terests, including 
Oriental  art:  Note 
the  Japanese 
prints  hanging  in 
his  sitting  area. 


ROBERT  E.  PRICE  <$>  PriJ 


Infamous — that's  what 
Robert  Price's  spartan 
San  Diego  office  is.  Its 
legendary  plank-and- 
cinderblock  bookcases 
wouldn't  even  pass 
muster  in  a  college  dorm 
nowadays.  Then  there's  the 
laminated  wood  desk.  And 


this  is  the  new,  improved 
version — with  carpeting.  Un- 
til he  moved  his  office  last 
January,  Price's  floor  was 
covered  in  linoleum. 

Price  says  his  no-frills 
office  is  partly  a  matter  of 
benign  neglect,  a  conse- 
quence of  being  "so  involved 


in  the  business  that  I  don't 
spend  much  time  in  my  of- 
fice." But  it's  also  a  matter 
of  style:  "I'm  put  ofT  by  the 
cosmetic  things  that  go 
along  with  being  a  big  shot," 
he  says.  That  lack  of  preten- 
sion complements  the  spirit 
of  his  discount  stores. 


Photo  Essay 
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If  you  think  only  one  office  typewriter  company  has 

all  the  marbles  A 


sr 


ink  again. 


Think  Canon.  In  just  a  few  short  years,  Canon  has  become  a  leader  in  the  field  of  office 
witers  by  developing  a  full  Une  of  sturdy,  reliable  machines  with  superb  electronic  features.  Canon 
ngs  in  your  circle  of  consideration. 

Our  Custom  Series  typewriters  let  you  mix  and  match  features — memory  size,  type  of 
lay,  etc.  You  custom  design  the  perfect  typewriter  for  each  workstation. 

Canon  typewriters  are  easy  to  learn  and  easy  to  use,  making  corrections 
text-editing  a  snap.  Plus,  they're  exceptionally  quiet. 

And  we  provide  a  comprehensNe  service  and  support  system,  with 
work  of  over  700  fully  trained  dealers  nationwide. 

So  before  you  make  up  your  mind  about  which  office 
writers  to  buy,  think  again.  Think  Canon. 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot, 
nore  information,  call  1-800-453-1900.  Or  check  the  yellow 
s  for  the  Canon  dealer  nearest  vou.  TSm  «a;^°:^ss:i!isr 

'  ^^^^H  ^niLiEileonNinU  S     C  1989  Canon  U  S  < 

CiTKin  'J  i  *   lie    CtneCinon  PUza  i>U  Success  NY  U( 


Canon 

THINK  AGAIN.  THINK  CANON 


ohn  Sculley's  office 
radiates  high  tech.  As 
befits  Apple's  individ- 
ualistic culture,  it 
breaks  s(>veral  conven- 
tions of  CKo  offices. 


For  starters,  it's  windowless 
and  it's  not  in  the  comer.  In- 
stead, Sculley  is  ensconced 
in  the  center  of  the  execu- 
tive floor  of  Apple's  Cuperti- 
no (Calif.)  headquarters.  His 


only  view  is  through  a  glass 
wall  that  faces  his  secre- 
tary's workstation.  And  the 
office  is  small — only  8  feet 
by  12  feet.  Sculley,  who 
wanted  to  "avoid  bureaucrat- 
ic trappings,"  says  he  want- 
ed to  chop  it  further,  "but 
people  started  to  scream." 

Sculley  works  at  a  round 
table  surrounded  by  Macin- 
tosh computers  (the  marble- 


colored  one  at  far  left  moni- 
tors stock  quotes),  some 
personal  objects,  and  a  few 
photos.  One,  with  Sculley 
behind  a  pile  of  shredded 
paper,  depicts  his  campaign 
to  stop  Apple  employees 
from  leaking  product  infor- 
mation in  advance  of  official 
announcements.  The  other 
shows  Sculley  with  one  of 
the  Morgan  horses  that  he 


raises  at  his  nearby  farm. 

There's  scarcely  a  piece 
of  paper  in  view  except  for 
the  tiny  schedule  Sculley's 
secretary  slips  under  a  crys- 
tal apple  on  his  desk  each 
morning.  It's  a  far  cry  from 
the  formal  office  he  occupied 
at  PepsiCo  six  years  ago. 
"When  I  started  at  Apple,  I 
started  over,"  says  Sculley. 
"I  left  my  suits  behind." 
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HERBERT   D.  KELLEHER<S>  Southwest  Airlines 


There's  no  subterfuge 
in  Herb  Kelleher's 
Dallas  office.  The  fur- 
nishings are  mun- 
dane, but  his  passions 
are  clear.  Note  the 
ceramic  Wild  Turkey  whis- 
key decanters — "my  favorite 
drink."  Two  stuffed  pheas- 
ants— "killed  them  with  one 
shot  [each]."  A  mock  pilot's 
license  and  a  framed  shirt- 
tail  and  half-tie  dating  from 
his  flight-simulator  solo  (the 
cutting  is  an  aviator's  tradi- 
tion). A  collage  of  clips  from 
his  first  day  as  Southwest's 
president.  A  stamp  collection 
of  filers  and  planes.  A  check 
signed  by  Orville  Wright. 
Autographed  photos  of  Chur- 
chill, Truman,  World  War  II 
ace  "Pappy"  Boyington.  And 
lon't  miss  the 
,-5ix-foot  artificial 
aquarium,  with  its 
ceramic  fish  bob- 
bing up  and  down. 
Now  that's  real 
personality. 


Photo  Essay 


Business  Week.  October  20.  lysi  •  57 


It!! 


Because  NA^ 


l/^'V^I/        IV  I/'^vT'l/^^Soon,  we  could  receive  some  answers.  ,  .  ,  ,^  - 

IxINvJV^K;  Mn  WV_I\.   is  now  on  the  threshold  of  discovering  some  long-hidd^i 
secrets  of  our  universe.  "  Already,  the  cameras  of  Voyager  II  have  given  us  captivating  viewsit , 
green-blue  Neptune,  the  fourth  planetary  visit  in  a  12-year  odyssey.  The  Magellan  spacecratt  rjs  ^ 
embarked  on  a  700-mi II ion-mile  journey  to  radar-map  the  cloud-shrouded  surface  of  our  nean»t  ^ 
neighbor,  Venus.  «  Instruments  on  the  Galileo  spacecraft  are  poised  to  probe  the  mysteriesi* 
Jupiter's  atmosphere.  And  with  the  launch  of  NASA's  Hubble  Space  Telescope,  the  very  origins?r: 


<?)1989  Martin  Marietta  Corpt)ration 


I 


2  universe  may  be  revealed  with  the  help  of  the  Faint  Object  Spectrograph,  which  can  detect 
ht  as  old  as  time  itself.  •  At  Martin  Marietta,  we're  proud  of  the  role  we've  been  able  to  play  in 
of  NASA's  programs— applying  the  same  creative  intelligence  to  space  technology  that  we  bring  to 
of  our  systems  and  products  in  defense,  electronics,  information  management,  energy  systems  and 
aterials.  *  Creative  intelligence  that's  being  used  to  solve  some  of  mankind's  oldest  riddles. 

lASTERMINDING  TOMORROW'S  TECHNOLOGIES.  Munum'iufJSStSS^ 

b801  ROCKLEDCt  URIVt,  fUTIIlSDA,  MARYLAND  20817 


orget,  for  a  moment, 
that  Tony  O'Reilly's 
office  looks  out  on 

i downtown  Pittsburgh: 
With  its  dark  wood 
furnishings,  parquet 
floors,  and  Oriental  rugs,  it 
could  be  the  study  in  an 
Irish  majision — perhaps  on 
O'Reilly's  estate.  Caslle- 
maitin  in  County  Kild.fre. 


Its  most  unusual  feature, 
an  oversize  wooden  part- 
ners' desk,  also  betrays 
O'Reilly's  heritage.  It  was 
designed  to  accommodate 
two  people,  a  tradition 
among  lawyers  throughout 
the  Empire — and  O'Reilly 
was  trained  as  an  Irish  solici- 
tor. Even  more  personal  are 
the  numerous  O'Reilly 


mementoes  strewn  through- 
out the  office:  an  ostrich  egg 
and  carved  Oriental  black 
boxes,  things  he  likes  from 
Heinz'  extensive  art  collec- 
tion; and  a  photo  of  the  cat- 
tle he  raises  in  Ireland. 

There  is  a  modern  device. 
O'Reilly  can  frequently  be 
seen  using  his  personal  com- 
puter, at  his  right. 
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No  Data  NetworkCovers 
The  CoundyLfeV\fe  Do. 


What  started  as  the  Sears® 
private  SNA  data  network  is 
now  one  of  the  largest 
third-party  networks  in  North 
America.  We  work  for  compa- 
nies of  all  sizes,  helping  improve 
the  flow  of  information  between 
their  data  centers  and  remote 
locations,  as  well  as  their  cus- 
tomers and  suppliers. 

By  using  the  Sears 
Communications  Network®, 
you  avoid  capital  investment 
and  the  problems  of  mainte- 
nance, operation  and  staffing 
for  network  management  of 


your  remote  sites.  Many 
customers  use  our  network' 
service  in  addition  to  private 
facilities  that  are  already  up 
and  running. 

Not  only  can  the  Sears 
Communications  Network 
reduce  your  communications 
costs,  but  you'll  be  able  to  bud- 
get more  accurately  because 
we  bill  on  a  fixed  monthly 
cost-per-site  basis. 

You'll  also  be  able  to  use  ser- 
vices like  EDI  (Electronic  Data 
Interchange)  to  provide  an 
instant  flow  of  business  infor- 


mation between  your  company 
and  its  trading  partners. 

A  Sears  Communications 
Company®  Account  Executive 
will  be  happy  to  explain  how 
our  SNA  value-added  data  net- 
work can  work  for  you.  Call 
now  for  more  information: 
1-800-255-3443. 


Sears 


commu  nications  - 
company® 


©1  989  Sears  Communications  Compony   Sears,  Seors  Communications  Network  and  Sears  Communications  Company  are  registered  trademarks  of  Sears.  Roebuck  and  Co 
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FIVE  FACES 


E  MODERN  CFO'S  JOB 


Global 
Pusher 

With  an  advanced 
degree  in  foreign 
affairs,  Stephen  R. 
Hardis  has  aided 
truck-part  sales 
overseas,  guiding 
Eaton  through  cur- 
i I'ncy  fluctuations 
<;nd  keepirig  up 
v/iil  'he  changing 
politKiii  ciiniale. 

EATON'S  HARDfj 


Corporate 
acquisitor 

After  negotiating 
the  federal  bailout 
of  the  No.  3  auto 
maker,  Robert 
Miller  Jr.  helped 
nurse  the  company 
back  to  such  robust 
health  that  it  could 
buy  American  Mo- 
tors— a  deal  that 
Miller  championed. 

CHRYSLER'S  MILLER 
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Corporate  Finance 


The  top  corporate  money  manag- 
er used  to  spend  his  days  bal- 
ancing the  receivables  column. 
But  today's  chief  financial  offi- 
cer ranges  far  beyond  account- 
ing into  the  heady  realm  of  stra- 
tegic planning,  where  he  serves 
as  the  architect  for  acquisitions, 
takeover  defenses,  overseas  ex- 
pansion, and  restructurings.  Small 
wonder  that  he  now  often  sits  on  the 
board  of  directors  and  ranks  No.  3  in 
the  company  hierarchy,  behind  the 
chairman  and  the  president. 

"Finance  is  a  lot  more  intellectually 
challenging  than  in  the  old  days,"  says 
Exxon's  Jack  F.  Bennett,  regarded  as 
the  paradigm  of  the  new  CFO.  As 
Exxon  Corp.'s  money  man  until  his  re- 
tirement in  January,  Bennett  was  end- 
lessly daring  in  devising  new  tools  for 
corporate  financing  needs.  He  helped 
popularize  such  exotica  as  shelf  regis- 
tration and  zero-coupon  bonds. 

Where  Bennett  led,  literally  hun- 
dreds have  followed.  Of  course,  the 
time  was  right.  The  ups  and  downs  of 
the  modern-day  financial  world  press 
the  CFO  to  innovate.  When  spiraling  in- 
terest rates  spooked  bond  buyers  earli- 
er in  the  decade,  USX  Corp.  CFO  W. 
Bruce  Thomas  and  an  aide  introduced 
a  novel  30-year  issue  whose  rate  fluctu- 
ated weekly.  "Most  investment  bank- 
ers threw  up  their  hands  and  said,  'We 
can't  do  it,'  "  recalls  Thomas.  But  his 
invention  was  a  hit  in  the  market  and 
saved  the  steel  and  energy  company 


millions.  As  CFO  of  AMR  Corp.,  the  par- 
ent of  American  Airlines  Inc.,  John  C. 
Pope  created  a  money-saving  aircraft- 
leasing  plan.  If  passenger  demand 
dipped,  American  could  end  the  costly 
leases  before  they  expired.  Today, 
Pope  is  at  UAL  Corp.,  working  on  the 
$6.5  billion  buyout  of  United  Airlines' 
parent. 

The  new  financial  honcho  is  a  pitch- 
man, too,  persuading  others  to  buy  his 
complex  financial  constructions.  Robert 
Miller  Jr.  is  a  prime  example  of  the 
dealmaker  numbers  cruncher.  At 
Chrysler  Corp.,  he  helped  negotiate  its 
1980  bailout  with  creditors  and  Wash- 
ington. While  haggling  with  the  bank- 
ers. Miller  relieved  the  tension  by 
pointing  a  toy  pistol  at  his  head,  an- 
nouncing: "If  you  guys  can't  agree  on 
this  stuff,  I'm  going  to  have  to  kill 
myself." 

Miller's  boss.  Chairman  Lee  A.  laco- 
cca,  has  such  confidence  in  Miller  that 
he  gave  the  ('FO  broad  latitude  in  the 
1987  bargaining  with  Renault  for  its 
controlling  $1.2  billion  interest  in 
American  Motors  Corp.  Miller  says  he 
paid  more  for  AMC  than  lacocca  autho- 
rized, "but  I  never  told  him." 

Even  such  a  humdrum  task  as  con- 
trolling inventory  is  getting  a  dose  of 
CFO-inspired  innovation.  United  Tech- 
nologies Corp.'s  John  A.  Rolls  is  trying 
to  shrink  the  Hartford  aerospace  com- 
pany's excess-parts  supply  by  $1  bil- 
lion. Managers  had  permitted  inven- 
tory to  clog  warehouses  just  in  case  it 


was  needed.  But  that  dragged  on  UTC's 
balance  sheet.  So  Rolls  set  up  stock- 
option  incentives:  Managers  get  up  to 
the  equivalent  of  a  half-year's  pay  if 
they  play  ball. 

H crucial  test  of  a  CFO's  skills 
comes  during  the  crisis  of  a 
raid.  One  way  that  USX's 
Thomas  warded  off  raiders 
was  by  booby-trapping  the 
Pittsburgh  steel  giant's  rich 
pension  fund.  A  1986  bid  for 
USX  lost  some  luster  when 
Thomas  restructured  the  pension  plan 
so  it  would  remain  in  independent 
hands  for  five  years  after  a  takeover. 

The  newest  territory  for  the  CFO  is 
international.  Stephen  R.  Hardis'  ad- 
vanced degree  in  foreign  affairs 
comes  in  handy  for  Eaton  Corp.'s  at- 
tempts to  plot  global  strategy.  The 
Cleveland  automotive  and  industrial 
parts  company  has  plants  in  Europe, 
Brazil,  and  the  Far  East,  supplying 
items  ranging  from  transmissions  to 
appliance  controls.  And  that  leaves 
Hardis  with  a  tangle  of  currency  trans- 
actions to  sort  out.  "You  can't  be  with- 
out an  understanding  of  worldwide 
money  markets,"  he  says. 

That  kind  of  knowledge  doesn't  come 
from  a  textbook  alone.  Take  barter,  a 
useful  economic  tool  in  the  Third 
World,  where  hard  currency  is  scarce. 
Enrique  C.  Falla  learned  about  trading 
potatoes  for  chemicals  when  he  was  a 


Takeover 
Defender 

Thomas  F.  Skelly 
played  a  key  role 
in  the  razor  compa- 
ny's 1988  proxy 
defense  against 
Coniston  Partners. 
He  helped  arrange 
friendly  investor 
Warren  E.  Buffett's 
stock  purchase  to 
deter  future  raids. 

GILUnrS  SKELLY 


Corporate  Finance 
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There  was  a  time  when  we  at  Continental  thought  we  could  do  everythin.. 
Chalk  it  up  to  youthful  exuberance.  We  were  only  130  years  old  then. 

But  today,  at  132,  we've  come  to  understand  something  that  still  escape 
most  fmancial  institutions:  that  while  there  are  no  limits  to  what  a  bank  cai  iS' 
promise,  there  are  limits  to  what  a  bank  can  do.  Particularly  if  it  intends  to  d' 
them  superlatively. 

^  Continental  Bank 

Doing  various  things  pretty  well 
for  you  and  a  bunch  of  other  people. 


   ^— — — M 


Our  logo,  1987. 


So  instead  of  splitting  ourselves  between  the  consumer  and  busines; 
markets,  we're  concentrating  on  business  exclusively.  | 

Wliat  this  means  is  that  Continental  can  provide  your  company  with  c 
wider  range  of  innovative  fmancial  products,  a  more  flexible  approach  to  problen 
solving,  and,  altogether,  a  higher  level  of  service  than  you  could  expect  from  th^S  ) 
typical  jack-of-ail-trades  banks  to  which  you're  accustomed. 

For  example,  our  financial  risk  management  strategies  can  erect  a  hrm  line 


«'  I9«<K  nnlinLTitjl  Kink,  N  A  2(1  Si.ulli  I     ii:.  .trccr.  (  Im.ii;..,  Illinois  6l)6>)7 
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f  defense  against  fluctuations  in  interest  rates,  exchange  rates  and  commodity  costs. 

Our  custom-designed  loans  can  give  you  access  to  cash  reserves  you  didn't 
now  you  had.  Our  unique  approach  to  corporate  fmance  can  bring  you  higher 
sturns  on  your  investment  capital  or  more  favorable  terms  on  the  funds  you  borrow. 

And  our  cash  management  services  are  so  flexible,  we'll  even  make 
are  our  systems  work  with  those 

Continental  Bank 

A  new  approach  to  business. 

Our  logo,  1989. 

»f  your  suppliers  to  keep  your  day-to-day  financial  machinery  running  smoothly 
You  see,  because  all  our  eggs  are  in  the  business-banking  basket,  doing  a 

letter  job  for  business  is  more  than  a  matter  of  principle  for  us.  It's  a  matter  of  necessity 
It's  also  a  matter  we  invite  you  to  explore  in  greater  detail  by  calling  (312) 

•28-5799  and  talking  to  a  Continental  banker. 

In  the  process,  you'll  make  a  happy  discovery  Our  logo  may  have  changed, 

»ut  everything  else. .  .well,  everything  else  has,  too. 


financial  executive  witii  Dow  Chemical 
Co.  in  South  America.  Now,  as  Dow's 
CFO,  he  is  doing  the  same  thing  on  a 
larger  scale  in  Eastern  Europe  and 
China.  Overseas,  "you  have  to  impro- 
vise because  there  are  no  rules,"  says 
the  Havana-born  Falla,  who  learned 
about  fending  for  himself  during  two 
years  in  a  Cuban  prison  after  taking 
part  in  the  1961  Bay  of  Pigs  invasion. 
Falla  quips  that  Washington  bartered 
his  freedom  for  two  tractors. 

At  some  companies,  financial  finesse 
comes  from  the  chief  executive  offi- 
cer— and  the  CFO  dutifully,  if  grudging- 
ly, goes  along.  That's  the  case  at  Gil- 
lette Co.,  where  CFO  Thomas  F.  Skelly 
answers  to  the  man  who  used  to  hold 
his  job,  Colman  M.  Mockler  Jr.  Work- 
ing for  Mockler  "is  like  being  in  charge 
of  submarine  repair  for  Admiral  Ricko- 
ver,"  says  Skelly. 

After  Coniston  Partners  narrowly 
lost  a  proxy  fight  that  nearly  netted 
them  four  seats  on  the  razor  maker's 
board  last  year,  Mockler  instructed 
Skelly  to  load  the  company  with  debt 
to  finance  a  defensive  stock  buyback. 
That  went  against  Skelly's  conserva- 
tive grain.  He  jokes  that  he  "went 
home  and  kicked  the  cat."  Then 
Mockler  had  Skelly  arrange  a  stock 
sale  to  friendly  investor  Warren  E. 
Buffett  at  a  cut  rate,  which  prompted 
outrage  from  other  Gillette  sharehold- 
ers. Although  Buffett's  ITA  stake  less- 
ens the  threat  of  a  takeover,  Skelly 
says  the  deal  "bothered  me." 

The  CFO  post  is  not  for  the  faint  of 
heart.  The  job  has  a  lengthy  casualty 
list,  with  CFOs  at  Tambrands  Inc.  and 
Quaker  Fabric  Corp.  among  those  who 
have  recently  been  forced  out.  Deborah 
A.  Coleman  guided  Apple  Computer 
Inc.'s  finances  until  last  February, 


COMPANY 
RESTRUCTURER 

Putting  the  steel 
giant  through  100 
financings  since 
1980,  W.  Bruce 
Thomas  has  helped 
USX  through  some 
tense  times  with 
innovative  debt. 

USX'S  THOMAS 


when  she  took  a  medical  leave  that 
many  interpreted  as  burnout.  She  re- 
turned to  work  in  July — in  a  somewhat 
less  exalted  job. 

Another  minus:  CFOs  are  hardly 
shoo-ins  to  be  chief  executive  officers. 
A  recent  survey  by  Management  Prac- 
tice Inc.,  a  New  York  consulting  firm, 
found  that  only  14.4%  of  last  year's 
newly  appointed  CEOs  had  a  finance 
background,  down  from  21.8%  in  1984. 

What  happened?  Despite  finance's 
recent  importance,  it  is  still  viewed  as 
too  narrow  a  specialty  to  tap  for  lead- 
ership. The  most  prominent  CFO- 
turned-CEO,  General  Motors  Corp.'s 
Roger  B.  Smith,  has  drawn  fire  on  this 
score.  Smith  may  have  lacked  the  time 
and  money  to  cure  all  of  GM's  woes. 
But  critics  complain  that  his  finance 
orientation  led  him  to  slight  marketing. 


Inventory 
Controller 

Part  of  a  team  that 
is  streamlining  UTC, 
John  A.  Rolls  at- 
tacked bloated 
parts  inventories 
with  rewards  for 
managers  who  pare 
away  the  excess. 

UK'S  ROLIS 


quality,  and  product  innovation  in  faj 
vor  of  something  more  easily  quantifil. 
able — product  cost  reduction. 

If  those  criticisms  of  Smith  are  justi 
fied,  they  go  a  long  way  toward  ex 
plaining  why  finance  seems  to  ha.v('i 
fallen  from  favor  as  a  route  to  the  top 
But  it  shouldn't  come  as  a  surpris(r 
that  the  talents  of  the  finance  officei 
may  not  address  the  boss's  problems. 


n  fact,  CFOS  and  CEOs  differ  gener  r 
ally  in  several  respects.  A  specia; 
survey  of  BUSINESS  WEEK  100(! 
CFOs  reveals  that  the  average  CF(i 
is  more  academically  inclined  thai: 
the  typical  CEO.  For  example,  CFOt; 
are  more  likely  to  have  advancecD 
degrees  than  their  bosses.  Severa 
have  PhDs,  most  often  in  economics 
And  where  they  have  earned  MBA; 
(and  many  have),  the  major  is  likely  t< 
have  been  accounting. 

At  the  same  time,  the  CFO  is  les 
likely  to  have  graduated  from  a  presti' 
gious  Ivy  League  school.  In  addition  t 
Yale,  the  institutions  mentioned  mos 
often  are  University  of  Texas  and  No- 
tre Dame.  Among  CEOs,  the  top  threi 
are  Yale,  Harvard,  and  Princeton. 

Career  paths  also  diverge.  While  th 
largest  number  of  BUSINESS  WEEK  100< 
CEOS  did  come  up  through  finance 
nearly  as  many  made  their  careers  ir 
marketing.  But  among  CFOs,  finance  is 
overwhelmingly  the  career  path  (93%^) 
and  the  last  job  listed  is  likely  to  he 
controller. 

Says  Eaton's  Hardis:  "We  don't  have 
a  cologne.  We're  not  anointed.  We're 
hired  hands."  But  what  CFOs  lack 
glamour,  they  more  than  make  up  foi 
in  their  impact  on  American  capitalism 
By  Larry  Light  in  New  York,  with,  bu 
reau  reports 
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"Upgrade  and  Free. 

Twoofmy 
favorite  words!' 


Unlimited  free  upgrades 
start  at  5,000  miles  with  TWA's 
Frequent  Flight  Bonus  Program. 

And  you  don't  cash  in  your  mile- 
age credits  to  receive  them. 

Just  fly  5,000  miles  on  TWA  within 
a  12-month  period,  and  you're 
entitled  to  confirmed  upgrades  to 
Business  Class  on  any  TWA  widebody 
flight  in  the  U.S.,  whenever  you 
purchase  qualifying  tickets. 

After  30,000  miles,  you  can  be 
upgraded  to  First  Class  on  domestic 
flights  and  to  Business  Class  on  inter- 
national flights. 

And  with  TWA,  your  mileage 
credits  never  expire. 

Who  else  can  say  that'' 

So  call  1-800-221-2000  for  details 
about  TWAs  Frequent  Flight  Bonus 
Program  —  the  one  program  that 
awards  you,  not  just  eventually 
but  constantly 


Today's  TWA 
Find  out  how  good  we  really  are: 


If  you're  on  the  firing  line, 
you  need  Dow  Jones  online. 


People  are  counting  on  vou. 

ReKin^  on  your  speed.  "\bur 
smarts.  \our  information. 

Feel  the  heat?  Xot  when  \'ou're 
online  with  Dow  lones  Xews'Retrip.'al- 
the  business  news  and  ii\formation 
ser\ice  from  the  publisher  of  The 
Wall  Street  Journal,  Dow  Jones  k 
Company,  Inc. 

N'o  one  puts  vou  online  with 
business  luce  News  Retrieval.  A  few 
ke\'Strokes  and  vou're  readv  to 
-  '  ■  v-'.es  prospects,  idehtif\'  ac- 
;  candidates  and  research 
competitors.  5ta\-  ahead  of  events 
and  track  fast-breaking  situations 
like  ne\'er  before.  Spot  the  trends 
that  signal  opportunity  Spark  new 
ideas,  de\'elop  incisive  strategic 
plans,  or  compile  a  wealth  ot  finan- 
cial data  to  give  yourself  a  unique 
information  advantage. 

Onl\-  Xews  Retrie\'al  gives  \-ou 
news  just  seconds  after  it  hits' the 
Dow  Jones  newswires;  exclusive 
access  to  the  full  text  of  The  Wall 
Steet  Journal,  and  fingertip  access 
to  information  from  over  185  publi- 
cations, including /brtu/7e  forbes 
and  Business  Week;  D&B  reports; 
detailed  profiles  of  over  5,000  com- 
panies; and  more-to  help  you 
make  cool,  confident  deasibns. 

And  we  make  it  unusuallv  easv 
Menus  guide  \'0u  e\'er\'  step  of  the 
wa\-one  ser\'ice  even'lets  vou  enter 
search  commands  in  plain  EnglishI 

Discover  just  how  eas\'  it  can  be  on 
the  firmg  line-once  vou  re  online  with 
\e\vs  Retne\'al.  For  more  information, 
call  1-800-225-3113,  Ext  632  today 

Dow  Jones 
News/Retrieval 

Onliiie  with  business. 
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MARKET 
VAIUE 
RANK 

COMPANY 

NAME 

AGE 

YEARS 
WITH 
COMPANY 

YEARS 
IN  JOB 

EDUCATION 

1 

International  Business  Machines 

FRANK  A.  METZ 

55 

34 

3 

BA,  Bowdoin,  '55 

2 

Exxon 

EDGAR  A.  ROBINSON 

55 

29 

1 

AB.  Brown,  '55;  MBA,  Harvard,  '60 

3 

General  Electric 

DENNIS  D.  DAMMERMAN 

43 

22 

6 

BS,  U.  of  Dubuque,  '67 

4 

American  Telephone  &  Telegraph 

MORRIS  TANENBAUM 

60 

37 

1 

BA,  J.  Hopkins,  '49;  PhD,  Princeton,  '52 

5 

Philip  Morris 

HANS  G.  STORR 

57 

32 

10 

BS,  U.  of  Wisconsin,  '61 

6 

General  Motors 

ROBERT  T.  O'CONNELL 

51 

24 

1 

BA,  Yale,  '60;  MBA,  Harvard.  '65 

7 

Merck 

FRANCIS  H.SPIEGEL  JR. 

54 

23 

4 

AB,  Lehigh,  '57 

8 

Du  Pont 

JOHNJ.  QUINDLEN 

57 

35 

5 

BS,  Villanova,  '54;  MBA,  Drexel,  '60 

9 

Ford  Motor 

STANLEY  A.  SENEKER 

58 

33 

2 

BS,  Santa  Clara,  '53;  MBA,  Wharton,  '57 

10 

Amoco 

JAMES  W.  COZAD 

62 

20 

14 

IiS,U.  of  Indiana,  '50 

11 

BellSouth 

HARVEY  R.  HOLDING 

55 

33 

2 

BA,  Duke,  '56 

12 

Wal-Mart  Stores 

PAUL  R.  CARTER 

49 

12 

2 

BA,  U.  of  Arkansas,  '64 

13 

Coca-Cola 

JACK  L.  STAHL 

36 

10 

4m. 

BA,  Emory,  '75;  MBA,  Wharton,  '77 

14 

Mobil 

LUCIO  A.  NOTO 

51 

27 

1 

AB,  Notre  Dame.  '59;  MBA,  Cornell,  '62 

15 

Procter  &  Gamble 

JAMES  W.  NETHERCOn 

61 

38 

13 

BC,U.  of  Toronto, '49 

16 

GTE 

NICHOLAS  L.  TRIVISONNO 

42 

1 

1 

AB,  St.  Francis,  '68 

17 

Chevron 

LELAND  C.  McGRAW 

65 

42 

2 

BS,  Simpson,  '46;  MBA,  Stanford,  '48 

18 

Bell  Atlantic 

PHILIP  A.  CAMPBELL 

52 

30 

2 

AB,  Rutgers,  '59;  MS,  MIT,  '69 

19 

Pacific  Telesis  Group 

JOHN  E.  HULSE 

56 

31 

10 

AB,  U.  of  South  Dakota,  '55 

20 

Dow  Chemical 

ENRIQUE  C.  FALLA 

50 

22 

6 

BS,  "65;  MS,  '67,  U.  of  Miami 

21 

Atlantic  Richfield 

RONALD  J.  ARNAULT 

46 

20 

5 

AB,  Amherst,  '65;  MBA,  Wharton,  '69 

22 

Johnson  &  Johnson 

CLARK  H.  JOHNSON 

54 

36 

1 

BS,  Rutgers,  '61;  MBA.  F.  Dickinson,  '73 

23 

Minnesota  Mining  &  Mfg. 

ROGER  W.  ROBERTS 

58 

33 

3 

BBA,  U.  of  Minn.,  '54 

24 

Eli  Lilly, 

JAMES  M.  CORNELIUS 

45 

22 

6 

BA.  '65;  MBA,  '67.  Michigan  Slate 

25 

Ameritech 

WILLIAM  H.  SPRINGER 

60 

39 

5 

BA.  Grinnell.  '50;  MA,  MIT,  '68 

26 

Southwestern  Bell 

ROBERT  G.  POPE 

53 

31 

1 

BS,  Southern  Methodist,  '58 

27 

Sears,  Roebuck 

JAMES  M.  DENNY 

56 

3 

3 

BA,  U.  of  Minnesota.  '57; 
LLB.  Georgetown,  '60 

28 

Nynex 

ROBERT  J.  ECKENRODE 

58 

33 

5m. 

BME,  NYU,  '56 

29 

Walt  Disney 

GARY  L.  WILSON 

49 

4 

4 

BS.  Duke.  '62;  MBA.  Wharton.  '63 

30 

Eastman  Kodak 

PAUL  L.  SMITH 

54 

31 

6 

BA,  Ohio  Wesleyan,  '57; 
MBA,  Northwestern,  '58 

31 

American  Express 

HOWARD  L.  CLARK  JR. 

45 

9 

9 

BS,  Boston  U..  '67;  MBA,  Columbia,  '68 

32 

American  International  Group 

EDWARD  E.  MAHHEWS 

58 

17 

5m. 

BA,  Princeton,  '53;  MBA.  Harvard,  '57 

33 

PepsiCo 

ROBERT  G.  DEHMER 

58 

17 

3 

BS.  MIT.  '55;  MBA,  Harvard,  '57 

34 

American  Home  Products 

ROBERT  G.  BLOUNT 

50 

15 

15 

BS/BA.  Babson.  '60 
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COMPANY 
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AGE 

YEARS 
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COMPANY 

YEARS 
IN  JOB 

EDUCATION 

35 

Bristol-Myers 

MICHAEL  E.  AUTERA 

51 

23 

13 

BS,  Lehigh,  '60;  MBA,  Rutgers,  '62 

36 

Abbott  Laboratories 

DUANE  L.  BURNHAM 

47 

7 

7 

BA,  '63;  MBA,  '72,  U.  of  Minnesota 

37 

Texaco 

ALLEN  J.  KROWE 

57 

1 

1 

BS,  U.  of  Maryland,  '54 

38 

Waste  Management 

DONALD  F.  FLYNN 

50 

18 

13 

BS,  Marquette,  '61 

39 

US  West 

HOWARD  P.  DOERR 

60 

39 

7 

BS,  U.  of  Nebraska,  '50 

40 

Boeing 

HAROLD  W.  HAYNES 

66 

35 

14 

BA,  U.  of  Washington,  '48 

41 

Hewlett-Packard 

ROBERT  P.  WAYMAN 

44 

20 

5 

BS,  '67;  MBA,  '69,  Northwestern 

42 

Digital  Equipment 

NA 

43 

Anheuser-Busch 

JERRY  E.  RIHER 

54 

21 

8 

tSo,  U.  01  Missouri,  0/ 

44 

Pfizer 

JEAN  PAUL  VALLES 

52 

22 

9 

DDSC,  Ecole  Superieure  de  Commerce  de 
Paris,  '60;  MBA,  '61;  PhD,  '67,  NYU 

45 

Squibb 

ANTHONY  W.  RUGGIERO 

48 

20 

6 

BS,  Fordham.  '63:  MBA,  Columbia,  '64 

46 

Dun  &  Bradstreet 

EDWIN  A.  BESCHERER  JR. 

55 

11 

5 

BS.  Purdue,  '55 

47 

MCDONALD'S 

JACK  M.  GREENBERG 

47 

7 

7 

BS,  '64;  JD,  '68,  De  Paul 

48 

Schlumberger 

ARTHUR  LINDENAUER 

52 

10 

10 

AB,  '58;  MBA,  '59,  Dartmouth 

49 

Citicorp 

NA 

50 

Westinghouse  Electric 

HARRY  F.  MURRAY 

59 

38 

2 

AB,  St.  Vincent,  '51 

51 

Kellogg 

CHARLES  W.  ELLIOn 

57 

2 

2 

Bo,  U.  ot  iiimois,  0/ 

52 

MCI  Communications 

DANIEL  F.  AKERSON 

40 

7 

2 

Do,  u.  o.  iNavai  Acad.,  /u, 

MS,  London  School  of  Economics,  '78 

53 

Capital  Cities/ABC 

RONALD  J.  DOERFLER 

48 

20 

9 

BA,  '65;  MBA,  '72,  Fairleigh  Dickinson 

54 

Berkshire  Hathaway 

J.  VERNE  Mckenzie 

60 

23 

23 

BS,  U.  of  Nebraska,  '52 

55 

USX 

W.  BRUCE  THOMAS 

62 

38 

7 

BS,  W.  Mich.,  '50;  JD,  U.  of  Mich.,  '52 

56 

Loews 

ROY  E.  POSNER 

56 

23 

17 

57 

Union  Pacific 

L.  WHITE  MAHHEWS  III 

44 

12 

2 

BS,  Hampden-Sydney,  '67; 
MBA,  U.  of  Virginia,  '70 

58 

Time  Warner 

BERT  W.  WASSERMAN 

57 

23 

9 

BBA,  Baruch,  '54;  LLB,  B'klyn  Law,  '61 

59 

Schering-Plough 

HAROLD  R.  HISER  JR. 

57 

9 

9 

BS,  Princeton,  '53 

60 

Pacific  Gas&  Electric 

STANLEY  T.  SKINNER 

52 

25 

7 

t>A,  oan  uiego  ot.,  ou,  ma,  ui,ju,  d4,  u. 
of  California 

61 

Southern 

W.  L.  WESTBROOK 

50 

25 

4 

BS,  '61;  MBA,  '63,  Emory;  JD,  Wilson,  '73 

62 

K  mart 

THOMAS  F.  MURASKY 

44 

16 

4 

BS,  '67;  MBA,  '68,  IJ.  of  Detroit 

Emerson  Electric 

WILLIAM  C.  BOUSQUEHE 

53 

6 

6 

BBA,  '58;  MBA,  '62,  U.  of  Detroit 

64 

J.  C.  Penney 

ROBERT  E.  NORTHAM 

59 

15 

7 

BS,  Northeastern,  '56 

65 

United  telecommunications 

ARTHUR  B.  KRAUSE 

48 

18 

1 

BS,  Marquette,  '66 

66 

Monsanto 

FRANCIS  A.  STROBLE 

59 

33 

8 

BS,  '52;  MS,  '60,  St.  Louis 

67 

ITT 

M.  CABELL  WOODWARD  JR 

60 

28 

11 

BA,  Princeton,  '51;  MBA,  NYU,  '52 

6.S 

H.J.  Heinz 

R.  DEREK  FINUY 

57 

10 

4m. 

BA,  Emmanuel  Coll.,  Cambridge,  '55 

(iM 

Commonwealth  Edison 

ERNEST  M.  ROTH 

62 

41 

2 

BS,  Northwestern,  '48 

70 

Occidental  Petroleum 

JOHN  J.  DORGAN 

66 

17 

15 

AB,  '44;  MBA,  '48,  Harvard 

71 

SCECORP 

JOHN  E.  BRYSON 

46 

6 

5 

BA,  Stanford,  '65;  LLB,  Yale,  '69 

Federal  National  Mtge.  Assn. 

BRUCE  c.  McMillan 

46 

4 

4 

BS,  Princeton,  '65;  MBA,  Harvard,  '70 

Gannett 

DOUGLAS  McCORKINDALE 

50 

18 

10 

BA,  '61;  LLB,  '64,  Columbia 

7 

Tenneco 

ROBERT  T.  BLAKELY 

47 

8 

8 

Ad,  dU;  MdA,  do,  Cornell;  rnU,  Ml  1 ,  /U 

J.  p.  Morgan 

THOMAS  H.  FOX 

47 

24 

3 

ddA,  iNOtre  Dame,  d4; 
MBA,  U.  of  Michigan,  '65 

7<. 

MOT'  iHOLA 

DONALD  R.  JONES 

59 

38 

4 

BS,  U.  of  Illinois,  '51 

77 

Amekr  an  Brands 

ARNOLD  HENSON 

57 

8 

4 

AB.  Colgate,  '53;  JD,  U.  of  Michigan,  '59 

78 

United  Technologies 

JOHN  A.  ROLLS 

48 

3 

3 

BA,  Ohio  State,  '64;  MBA,  Columbia,  '68 

79 

Upjohn 

ROBERT  C.  SALISBURY 

45 

15 

1 

bb,  do;  MdA,       rlorida  otate 

80 

Warner-Lambert 

ROBERT  J.  DIRCKS 

62 

38 

5 

DO,  rordnam,  bl; 

MBA,  City  College  of  N.  Y.,  '59 

81 

Norfolk  Southern 

JOHN  R.  TURBYFILL 

58 

29 

7 

BA.  Roanoke.  '53;  LLB.  U.  of  Va.,  '56 

82 

General  Re 

RONALD  G.  ANDERSON 

41 

5 

4 

BS.  '71;  MS,  '73,  U.  of  Wisconsin 

83 

May  Department  Stores 

JEROME  T.  LOEB 

49 

25 

8 

BS,  Tufts,  '62;  MA,  U.  of  Wash.,  '64 

84 

Tele-Communications 

DON  F.  FISHER 

51 

25 

25 

BS,  Montana  St.,  '62 
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It  isn't  just  what  you  know  that  keeps 
you  ahead  in  business.  It's  knowing  where 
to  find  what  you  know  —  fast.  And  you'll 
find  it  in  a  Large  Storage  System  from 
Memorex  Telex. 

Whether  you  need  on-line  access, 


archival  access,  or  something  in  between, 
we'll  tailor  your  IBM  or  compatible 
mainframe  storage  systems  to  deliver 
the  data  you  need  —  when  you  need  it. 
No  exceptions. 

That's  a  lesson  worth  remembering. 


«  MEMOREX  TELEX 

We  speak  the  L/V\guage  of  business:' 


For  a  detail fd  look  al  the  LANguage  of  Memorex  Telex  products,  rail  I  ■800-950-3465. 


©  imt  Miworrx  Telex 
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85 

Burlington  Resources 

LUINO  DELL'OSSO  JR. 

49 

16 

6 

BS,  Notre  Dame,  '61;  PhD,  Rice,  '66 

86 

Xerox 

STUART  B.  ROSS 

52 

23 

4 

BS,  NYU,  '58;  MBA,  City  C.  of  N.  Y.,  '66  \ 

Q'7 

RONAIDI  NFI^nN 

0  / 

9 

R'^  II  nfTal    '7'^- IVRA  Tin  A  '7fi  \, 

QQ 
00 

Tnvc  'P'  1  Tq 

MlfHAFI  (^nin^TFIN 
iviiv.nMCL  wvLi/jitin 

47 

p. 

p. 

\J 

R'^  ritv  TI  nfN  Y    'fi"?  1 

DO,  wlLy  U.  Ul  IN.   1  .,    DO  H 

pTTii  I  ipc  Pl'TDHT  fi  im 
1  nlLLIro  it,  1  KL/L.C-UM 

p  F  RnNNFII 

00 

A 

RRA  Kansac  '^^atp  '"ifi  1 

DDrt,  I\allodb  OLdLC,    OD  H 

lAMF^  W  WIRTH 
jMiTicj  VV .  Win  in 

ou 

ou 

7 

T-i  ^    IT    r^i  \A/to/*^n  oin'^/l"  ■ 
DO,  LJ .  Ui  VV  l3LUil3lIl,  Jt, 

MBA,  Northwestern,  '58 

91 

Sara  Lee 

MICHAEL  E.  MURPHY 

52 

10 

10 

BS,  Boston  CoU,  '58;  MBA,  Harvard,  '62 

92 

Limited 

KENNETH  B.  GILMAN 

43 

13 

2 

BBA,  Pace,  '68 

93 

Caterpillar 

FRANK  N.  GRIMSLEY 

62 

43 

8 

BS,  U.  of  Illinois,  '50 

94 

Aetna  Life  &  Casualty 

PATRICK  W.  KENNY 

45 

2 

1 

BBA,  Notre  Dame,  '64;  MA,  U.  of  Mo.,  '66 

95 

Campbell  Soup 

EDWIN  L  HARPER 

47 

4 

4 

BA,  Principia,  '63;  PhD,  U.  of  Va.,  '68 

96 

BankAmerica 

FRANK  N.  NEWMAN 

47 

3 

3 

BA,  Harvard,  '63 

Q7 

y  / 

RIIFIKW  IIIMRY 

49 

7 

7 

AR   'fiQ-  MRA   '74  Har\;arH 

Oft 

yo 

WPVtrPU  AFT 

RnRFRT  1  ^rHIIYIFR 

00 

90 

DO,  iiCUldoKd,  uO,  IvlDri,  ndlVdZU,  OU 

QQ 

yy 

Imtppmatthmat  Pappi? 

UN  I  CKlNrt  1  IVJiNrtL  r  rtrCK. 

RflRFRT  r  RIITIFR 

1 
1 

1 
1 
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47 

Q 

rVD,  OLdlllUlU,    DO,  ivi^D,  fldl  V  dl  U,  DD, 

MBA,  Stanford,  '68 

101 

UAL 

JOHN  C.  POPE 

40 

2 

2 

BS,  Yale,  '71;  MBA,  Harvard,  '73 

102 

Unocal 

CLAUDE  S.  BRINEGAR 

62 

36 

4 

BA,  '50;  MS,  '51;  PhD,  '54,  Stanford 

103 

Rockwell  International 

ROBERT  A.  DE  PALMA 

54 

19 

4 

BS.  '58;  MBA,  '67,  Duquesne 

104 

Allied-Signal 

JOHN  W.  BARTER 

42 

13 

1 

BS,  Sprmg  Hill,  '68;  MBA,  Tulane,  '73 
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Intl.  Mgmnt.,  '63;  MBA,  Rutgers,  '71 

109 

Consolidated  Edison  Co.  N.  Y. 

RAYMOND  J.  McCANN 

55 

33 

1 

BS,  Fordham,  '56;  MBA,  City  C.  of  N.  Y.,  '64 

110 

Security  Pacific 

JOHN  F.  KOOKEN 

57 

29 

6 

MS,  '54;  PhD,  '61,  Stanford 

111 

Browning-Ferris  Industries 

R.  JOHN  STANTON  JR. 

48 

18 

4m. 

BA,  Rice,  '62;  MBA,  Harvard,  '65 

112 

Apple  Computer 

JOSEPH  A.  GRAZIANO 

45 

4in. 

4m. 

BS,  Merrimack,  '65 

113 

Kimberly-Clark 

BRENDAN  M.  O'NEILL 

51 

3 

3 

BBA,  Loyola,  '63 

1  1  y1 

1  14 
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DO,  DO,  iVlo,  D/,  U.  Ol  JlllllOlS 

120 

American  TV  &  Communications 

na 

121 

CNA  Financial 

DENNIS  H.  CHOOKASZIAN 

46 

14 

14 

BS,  Northwestern,  '65;  MBA,  U.  of  Chi.,  '67; 

MS,  London  School  of  Economics,  68 

!2:-: 

Borden 

UWRENCE  0.  DOZA 

51 

17 

4 

BS,  U.  of  Missouri,  '62 

12:; 

Syntex 

RICHARD  P.  POWERS 

48 

8 

3 

BS,  Canisius,  '63;  MBA,  Rochester  Inst,  of 
Technology,  '70 

124 

C' INTEL 

MALCOLM  H.  HOLMES 

54 

20 

4 

School  of  Accountancy,  Scotland,  '56 

125 

Times  Mirror 

CHARLES  R.  REDMOND 

63 

25 

9 

AB,  Rutgers,  '50;  MBA,  U.  of  So.  Calif.,  '60; 
JD,  Loyola  Msryniount,  '75 

1  9A 

JAlViCj  L.  VAN  iVitICK 

1^1 

a 
0 

a 
0 

AB,  Transylvania,  60; 
MS,  U.  of  Kentucky,  '62 

127 

Raytheon 

na 

128 

AMR 

DONALD  J.  CARTY 

43 

3 

2 

BA,  Queen's,  '68;  MBA,  Harvard,  '71 

129 

American  Cyanamid 

RICHARD  L.  MARTINO  JR. 

59 

17 

10 

BS,  '52;  MBA,  '56,  Rutgers 

130 

Duke  Power 

RICHARD  J.  OSBORNE 

38 

14 

1 

BA,  Tufts,  '73;  MBA,  U.  of  N.  Carolina,  '75 

131 

CPC  International 

NA 

132 

Hilton  Hotels 

MAURICE  J.  SCANLON 

54 

16 

4 

BS,  Loyola,  '58 
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other  wpimMejMd&f^^^^ 


HEDGEPETH,  PERHONE  &  PARTNERS.  INC, 


HEDGEPETH,  PERRONE  &  PARTNERS.  INC. 


irni.  P,I:RR0NE  S  HMTl'NERS.  I.NC 


I  I 


LI 


rake  any  presentation    Change  the  color, 
graphic. 


iiiiii!»!iiibiiiiitiimiHiimiiaffli 


Reduce  it  33%.        Re-proportion  it. 


Highliglit  important 
captions. 


lEiKiEPirni.  i'krkom;  m  pakimk.  inc. 


i  1 

Convert  it  to 
an  overhead. 


lllJKItPinil.  I'tRKONE  S  I^ABIMRS.  INC. 


And  knock  out 
B&W'sat30cpm. 


Great  color 
on  pUiin  paper 
at  an  afformhle 

price.  > 


You've  just  previewed  the 
Panasonic "  digital  color  copier. 

Presenting  the  FP-Cl,  from  Pana-sonic. 
Because  it's  digital,  you'll  be  able  to  custom  t^iilor  graphics  for  every 
presentiition.  Because  it  does  black-& -whites  at  30  copies  per  minute,  you'll 
save  die  cost  of  a  second  copier.  Because  it's  so  e^isy  to  use,  you'll  be  able  to 
put  it  wherever  copies  are  needed.  Because  it  has  a  straight  paper  path  and 
propriet^irv  color  transcription  technology,  you'll  nave  few  paper 
jams  and  off-register  copies. 

illv,  because  it's  so  affordable,  you'll  justify  the  purchase  a  lot  easier 
than  you  would  digit^il  color  copiers  costing  around  $40,00(). 

Tlie  FP-Cl.  It  brings  a  touch  more  creativity  to  any  office. 
For  the  name  of  your  nearest  Paniisonic  authorized  dealer,  call 
toll-free  1-800-447-4700. 

Copiers,  Computers,  /Printers,  PeripheraLs, 
T\penrikrs  and  Facsimiles. 


Panasonic 


Office  Automation/^^^~\^\ 


FP  (;i  IS  slinwii  accessorized.  €^1989.  Panasonic  Office  Automation 
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133 

CBS 

PETER  W.  KEE6AN 

45 

19 

2 

BA,  Brown,  '66;  MBA,  Columbia,  70 

134 

PacifiCorp 

GERARD  K.  DRUMMOND 

52 

13 

2 

BS,  '59;  LLB,  '63,  Cornell 

135 

Quaker  Oats 

PAUL  E.  PRICE 

55 

17 

1 

BS,  Northwestern,  '58; 
MA,  U.  of  Americas,  '61 

136 

NCR 

JOHN  L  GIERING 

45 

9 

1 

BA,  Duke,  '66;  MACC,  Ohio  State,  '68 

137 

AMP 

BENJAMIN  SAVIDGE 

60 

30 

3 

BS,  Bucknell,  '55 

138 

Marsh  &  McLennan 

FRANK  J.  BORELLI 

54 

5 

5 

BA,  CityColL  ofN.  Y.  '56 

139 

Cigna 

JAMES  G.  STEWART 

47 

24 

7 

BA,  DePauw,  '64;  MAS,  U.  of  Mich.,  '65 

140 

PPG  Industries 

RAYMOND  W.  lEBOEUF 

42 

9 

1 

BA,  Northwestern,  '67;  MBA,  U.  of  lU.,  '70 

141 

Dayton  Hudson 

WILLARD  C.  SHULL  III 

48 

18 

10 

BA,  Yale,  '63;  MBA,  Harvard,  '65 

142 

Deere 

EUGENE  L  SCHOTANUS 

52 

30 

8 

BS,  Iowa  State,  '59 

143 

MCA 

HAROLD  M.  HAAS 

64 

34 

15 

BS,  '48;  MS,  '50,  Columbia 

144 

Banc  One 

JOHN  W.  WESTMAN 

48 

3 

1 

BS,  Ohio  State.  '64 

145 

Masco 

NA 

146 

Philadelphia  Electric 

RICHARD  G.  GILMORE 

62 

4 

4 

BS,  Virginia  St.,  '51;  MBA,  Wharton,  '82 

147 

NCNB 

JAMES  H.HANCE  JR. 

45 

3 

1 

BA,  Westminster,  '66; 
MBA,  U.  of  Washington,  '68 

148 

Entergy 

JOHN  L.  COWAN 

61 

2 

2 

BS,  MIT,  '47;  MBA,  Wharton,  '49 

149 

Travelers 

THOMAS  0.  THORSEN 

58 

6 

6 

BA,  Carleton,  '53 

150 

F.  W.  Woolworth 

WILLIAM  K.  LAVIN 

45 

9 

7 

BBA,  St.  John's,  '65 

151 

PNC  Financial 

NA 

152 

On  I fttf 

THOMAS  F.  SKELLY 

55 

22 

9 

RSRA  Northeastern  '56- 
MBA,  Babson,  '66 

153 

Bankers  Trust  New  York 

WILLIAM  C.  JENNINGS 

50 

1 

1 

BS,  U.  of  Akron,  '63;  MBA,  U.  of  Fla.,  '64 

154 

Marriott 

WILLIAM  J.  SHAW 

44 

15 

2 

BBA,  Notre  Dame,  '67;  MBA,  U.  of 
Washington,  '72 

155 

Wells  Fargo 

CLYDE  W.  OSTLER 

42 

19 

2 

BA,  U.  of  CaliL-San  Diego,  '68; 
MBA,  U.  of  Chicago, '76 

156 

Union  Carbide 

JOHN  A.  CLERICO 

48 

6 

3m. 

BS,  Oklahoma  State,  '63 

157 

Dominion  Resources 

0.  JAMES  PETERSON  III 

54 

19 

14 

BS.U.  of  North  Carolina,  '62 

158 

Tribune 

scon  C.  SMITH 

39 

12 

4 

BA,  Yale,  '73;  MM,  Northwestern,  '76 

159 

Houston  Industries 

HOLLIS  R.  DEAN 

63 

43 

4 

BS,  Bowling  Green,  '46 

160 

Halliburton 

LESTER  L.  COLEMAN 

46 

6 

2 

BA,  Kalamazoo,  '65;  JD,  U.  of  Mich.,  '68 

161 

Oryx  Energy 

EDWARD  W.  MONEYPENNY 

47 

13 

1 

BS,  St.  Joseph's,  '64;  MA,  U.  of  111.,  '67 

162 

Teledyne 

GORDON  J.  BEAN 

52 

22 

2 

CA,  U.  of  British  Columbia,  '61 

163 

FPL  Group 

NA 

164 

American  General 

AUSTIN  P.  YOUNG 

48 

3 

1 

BBA,  U.  of  Texas,  '62 

165 

Sun 

JOHN  P.  NEAFSEY 

50 

22 

11 

BME,  '62;  MBA,  '63,  CorneU 

166 

Pitney  Bowes 

CARMINE  F.  ADIMANDO 

45 

10 

2 

BA,  St.  John's,  '65 

167 

Colgate-Palmolive 

ROBERT  H.  AGATE 

53 

28 

2 

168 

Tandy 

PAUL  L  HILL 

53 

2 

2 

BBA,  '57;  MBA,  '58,  Texas  Tech 

169 

Chemical  Waste  Management 

BRUCE  D.  TOBECKSEN 

45 

10 

2 

BS,  '66;  MS,  '67,  U.  of  Kansas 

17(1 

Corning 

NA 

17) 

Consolidated  Natural  Gas 

LESTER  D.  JOHNSON 

57 

34 

5 

BS,  '58;  MBA,  '63,  Duquesne 

\12 

Dow  Jones 

KEVIN  J.  ROCHE 

54 

27 

1 

BS,  Merrimack,  '62 

173 

Santa  Fe  Southern  Pacific 

ORVAL  M.  ADAM 

59 

29 

6 

BBA,  Canisius,  '53;  LLB,  Georgetown,  '56 

171 

Delta  Air  Lines 

THOMAS  J.  ROECK  JR. 

45 

5 

1 

BS,  U.  of  Southern  California,  '71 

175 

McGraw-Hill 

ROBERT  J.  BAHASH 

44 

15 

1 

BS,  Mt.  St.  Mary's,  '66;  MBA,  NYU,  '72 

176 

Student  Loan  Mktng.  Assn. 

ALBERT  L.  LORD 

44 

8 

5 

BS,  Pennsylvania  State,  '67 

177 

Honeywell 

CHRISTOPHER  J.  STEFFEN 

47 

1 

6m. 

BA,  U.  of  Mich.,  '64;  MBA,  Wayne  St.,  '67 

178 

WiiEELABRATOR  TECHNOLOGIES 

PETER  THORNER 

46 

2 

2 

BS,  City  College  of  N.  Y.,  '65 

1 1(\ 
I  /y 

l7/^/^ri  T  ir^M 
rUUL)  IjKjIN 

NA 

180 

Scott  Paper 

ASHOK  N.  BAKHRU 

47 

20 

4 

BS,  Indian  Inst,  of  Tech.,  '63; 
MIE,  Cornell,  '65 

181 

CSX 

JAMES  ERMER 

47 

21 

6 

BBA,  Ohio,  '64 
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182 

Humana 

WILLIAM  C.  BALLARD  JR. 

49 

19 

11 

BS,  Notre  Dame,  '62;  | 
JD,  U.  of  Louisville,  '65  1 

183 

Arco  Chemical 

MARVIN  0.  SCHLANGER 

41 

14 

Im. 

BS,  Rutgers,  '69;  MS,  U.  of  Mass.,  '72  | 

184 

R.  R.  DONNELLEY  &  SONS 

FRANK  R.  JARC 

47 

2 

2 

BS,  U.  of  Mich.,  '64;  MBA,  Harvard,  '67  | 

185 

Cooper  Industries 

DEWAIN  K.  CROSS 

52 

23 

17 

BBA,  Clarkson,  '61;  MBA,  Harvard,  '78  1 

186 

Washington  Post 

ALAN  G.  SPOON 

38 

8 

2 

BS,  '73;  MS,  '73,  MIT;  JD,  Harvard,  '76  f 

187 

ALBERTSON'S 

GARY  G.  MICHAEL 

49 

24 

6 

BS,  U.ofIdaho,'62  | 

188 

Newmont  Gold 

NA 

1 

189 

Compaq  Computer 

DARYLJ.WHITE 

42 

7 

1 

BS,  Central  Missouri  State,  '70;  MBA,  U.  of  [ 
Santa  Clara,  '73  ! 

190 

Reynolds  Metals 

R.  BERN  CROWL 

58 

7 

6 

BS,  Rutgers,  '55 

191 

Chase  Manhattan 

MICHAEL  P.  ESPOSITO  JR. 

50 

28 

3 

BBA,  Notre  Dame,  '61;  MBA,  NYU,  '67 

192 

Carolina  Power  &  Light 

EDWARD  G.  LILLY  JR. 

63 

19 

13 

BS,  Davidson,  '48;  MBA,  Wharton,  '49 

193 

Centel 

EUGENE  H.  IRMINGER 

60 

16 

2 

BBA,  U.  of  Wisconsin,  '53 

194 

Merrill  Lynch 

THOMAS  H.  PATRICK 

45 

11 

3m. 

BA,  Rutgers,  '65;  MBA,  U.  of  Pittsburgh,  ! 
'66;  PhD,  Northwestern,  '70  j 

195 

Unisys 

CURTIS  A.  HESSLER 

45 

5 

2 

BA,  Harvard,  '66;  JD,  Yale,  '73; 
MA,  U.  of  California,  '76 

196 

Champion  International 

GERALD  J.  BEISER 

58 

33 

14 

AB,  Earlham,  '52;  MBA,  U.  of  Mich.,  '56 

197 

Transamerica 

BLAIR  C.  PASCOE 

56 

30 

12 

AB,  '54;  MBA,  '59,  Stanford 

198 

Whitman 

JOHN  P.  PAGAN 

59 

22 

7 

BBA,  Pace,  '62;  MBA,  Harvard,  '73 

199 

Central  &  South  West 

NA 

200 

Nordstrom 

JOHN  A.  GOESLING 

44 

12 

4 

BS,  Ore.  St.,  '67;  MBA,  U.  of  Wash.,  '70 

  u 

ALPHABETICAL  INDEX 

OF 

COMPANIES  • 

NUMBERS  REFER  TO  MARKET 

VA  L  U  E 

1 
1 

Abbott  Laboratories,  36 

Compbell  Soup,  95 

Ou  Pont,  8 

Limited,  92 

Philadelphia  Electric,  146 

Tenneco.  74 

Aetna  Life  &  Cosualty,  94 

Capital  Cities/ABC,  53 

Duke  Power,  130 

LIN  Broadcasting,  15 

Philip  Morris,  5 

Texaco,  37 

Albertson's,  187 

Carolina  Power  8.  Light,  192 

Dun  &  Bradstreel,  46 

Loews,  56 

Phillips  Petroleum,  89 

Texas  Utilities,  116 

Allied-Signol,  104 

Caterpillar,  93 

Eastman  Kodak,  30 

Marriott,  154 

Pitney  Bowes,  166 

Time  Warner,  58 

Aluminum  Co.  of  Americo,  90 

CBS,  133 

Emerson  Electric,  63 

Marsh  &  McLennon,  138 

PNC  Financiol,  151 

Times  Mirror,  125 

American  Brands,  77 

Centel,  193 

Entergy,  148 

Masco,  145 

PPG  Industries,  140 

Toys  R'  Us,  88 

American  Cyanamid,  129 

Central  8,  South  West,  199 

Exxon,  2 

May  Department  Stores,  83 

Procter  &  Gamble,  15 

Transamerica,  197 

American  Electric  Power,  107 

Champion  International,  196 

Federol  Natl.  Mtge.  Assn.,  72 

MCA,  143 

Pub.  Service  Enterprise  Group,  1 1 7 

Travelers,  149 

American  Express,  31 

Chase  Manhattan,  191 

Food  Lion,  179 

McCow  Cellular  Communs.,  97 

Quoker  Oats,  135 

Tribune,  158 

American  General,  164 

Chemicol  Waste  Mgmnt.,  169 

Ford  Motor,  9 

McDonald's,  47 

Ralston  Purina,  119 

UAL,  101 

American  Home  Products,  34 

Chevron,  17 

FPL  Group,  163 

McGraw-Hill,  175 

Raytheon,  127 

Union  Carbide,  156 

Americon  Inll,  Group,  32 

Chrysler,  100 

Gannett,  73 

MCI  Communicotions,  52 

Reynolds  Metals,  190 

Union  Pacific,  57 

Americon  Tel.  &  Tel.,  4 

CIGNA,  139 

General  Electric,  3 

Melville,  106 

Rockwell  Intemotionol,  103 

Unisys,  195 

American  TV  &  Communs.,  120 

Oticorp,  49 

General  Mills,  1 14 

Merck,  7 

Santo  Fe  Southem  Pacific,  173 

United  Technologies,  78 

Ameritech,  25 

CNA  Finonciol,  121 

Generol  Motors,  6 

Merrill  Lynch,  194 

Soro  Lee,  91 

United  Telecommuns.,  65 

Amoco,  10 

Coca-Cola,  13 

General  Re,  82 

Minnesota  Mining  &  Mfg.,  23 

SCEcotp,  71 

Unocal,  102 

AMP,  137 

Colgate-Palmolive,  167 

Georgio-Pocific,  126 

Mobil,  14 

Schering-Plough,  59 

Upjohn,  79 

AMR,  128 

Commonwealth  Edison,  69 

Gillette,  152 

Monsonto,  66 

Schlumberger,  48 

US  West,  39 

Anheuser-Busch,  43 

Compaq  Computer,  189 

GTE,  16 

Morgon  (J.  P.),  75  ' 

Scott  Paper,  180 

USX,  55 

Apple  Computer,  1 12 

Consolidoted  Edison  Co.  N.  Y.,  109 

Halliburton.  160 

Motorolo,  76 

Sears,  Roebuck,  27 

Wol-Mort  Stores,  12 

Archer  Daniels  Midland,  105 

Consolidated  Natural  Gos,  171 

Heinz  (H.  J.).  68 

NCNB,  147 

Security  Pocific,  110 

Womer-Lambert,  80 

Arco  Chemical.  183 

Contel,  124 

Hewlett-Pockord,  41 

NCR,  136 

Southem,  61 

Washington  Post,  186 

Atlantic  Richfield,  21 

Cooper  Industries,  185 

Hilton  Hotels,  132 

Newmont  Gold,  188 

Southwestern  Bell,  26 

Waste  Management,  38 

Banc  One,  144 

Coming,  170 

Honeywell,  177 

Nordstrom,  200 

Squibb,  45 

Wells  Forgo,  155 

BankAmerico,  96 

CPC  Intemotionol,  131 

Houston  Industries,  159 

Norfolk  Southern,  81 

Student  Loon  Mktng.  Assn.,  176 

Westinghouse  Electric,  50 

Bankers  Trust  ,tew  York,  153 

CSX,  181 

Humana,  182 

Nynex,  28 

Sun,  165 

Weyerhoeuser,  98 

Baxter  Intemotionol.  108 

Ooyton  Hudson,  141 

Intel,  118 

Occidental  Petroleum,  70 

Syntex,  123 

Whcelobrator  Technologies,  178 

Bell  Atlantic,  18 

Dt«re,  142 

International  Business  Machines,  1 

Oryx  Energy,  161 

Tandy,  168 

Whitman,  198 

BellSouth,  11 

Deha  Air  lines,  174 

Intemotionol  Paper,  99 

Pacific  Gos  &  Electric,  60 

Tele-Communicotions.  84 

Woolworth  (F.  W.),  150 

Berkshire  Hathoway,  54 

Digital  Equipment,  42 
Disney  (Walt),  29 

in,  67 

Johnson  &  Johnson,  22 

Pacific  Telesis  Group,  19 
PocifiCorp,  134 

Teledyne,  162 

Xerox,  86 

Boeing,  40 
Borden,  122 

Dominion  Resources,  157 

KMort,  62 

Poramount  Communs.,  87 

Market  value  computed 

as  of  the  close 

Bristol-Myers,  35 

Donnelley  (R.  R.)  &  Sons,  184 

Kellogg,  51 

Penney  (J.  C),  64 

of  business  Sept.  1,  1989 

Browning-Ferris  Industries,  1 1 1 

Dow  Chemical,  20 

Kimberiy-Clark,  113 

PepsiCo,  33 

NA  =  not  applicable;  company  has  no  position 

Burlington  Resources,  85 

Dow  Jones,  172 

Lilly  (Eli),  24 

Pfizer,  44 

of  chief  financial  officer 

76  •  Business  Week.  October  20,  i989 


DIRECTORY  OF  CHIEF  EXECUTIVE  OFFICERS  BEGINS  ON  PAGE  219 


Corporate  Finance 


ThereSs  something 

you  can  do 
ri^t  now  to  help  keep 

yourcon^Miy 
competitive  well  into 
the  next  century 


THE  WHITE  HOUSE 


WASH  INGTO  N 


October  15,  1989 


Nothing  is  more  important  than  education.  And  today  more  than  ever, 
education  is  not  just  at  issue  for  children.  We  must  be  concerned  about 
people  of  all  ages  and  backgrounds,  citizens  and  newcomers,  those  who  are 
literate  and  those  who  are  not.  The  future  of  America  depends  on  it. 

Education  and  our  schools  are  everybody's  business.  The  schools  that 
have  served  us  so  well  in  the  past  are  wrestling  with  enormous  challenges — 
rapid  and  disruptive  changes  in  the  society,  different  patterns  of  work  and 
family  life,  a  post-industrial  economy  that  needs  people  with  more  knowledge 
than  physical  skills.  Our  schools  cannot  meet  these  challenges  alone. 

Families  cannot  send  children  off  to  school  and  absolve  themselves  of 
responsibility  for  their  children's  education.  Corporate  leaders  cannot  be 
passive  and  reap  the  fruits  of  a  strong  school  system . . .  and  complain  about  its 
weaknesses  when  the  human  yield  is  poor.  The  revitalization  of  our  schools  is 
everybody's  business — especially  business. 

One  of  the  most  important  and  exciting  elements  of  this  revitalization 
can  be  seen  in  public-private  sector  partnerships,  where  businesses  help 
schools  with  resources,  facilities  and  expertise,  and  with  active  support  for 
education  reform  and  renewal  at  all  levels. 

Nowhere  could  business  interest  in  education  be  more  clear — or  have 
more  potential  impact — than  in  this  special  Business  Week  white  paper. 
I  salute  our  corporations  that  have  already  taken  up  their  responsibility  for 
strengthening  American  education,  and  1  urge  all  others  to  assume  their 
rightful  share.  Working  together,  we  will  have  every  reason  to  be  optimistic 
about  the  future. 


Barbara  Bush 


WITH  A  LITTLE 
ENCOURAGEMENT 
A  YOUNG  MIND  CAN 
SEE  A  LONG  WAY. 


We  arc  all,  when  ver\>  voting, 
l^cssessors  of  a  sf^lendui  gift: 
a  inuui  that  knows  no  limits, 
h  enables  us,  m  the  face  of  a 
new  exj^enence,  to  see  beyond 
what  is,  to  what  might  be.  We 
make  discoveries,  gain  insights 
and,  with  tune,  learn  something 
more  of  the  world  around  us. 
And,  if  were  truly  fortunate, 
we'll  never  conij^letely  let  go 
of  the  early  innocence  of  mind 
that  keefs  us  forever  curious, 
and  forever  ofen  to  new  ideas. 


Tliats  why,  since  1976,  we've 
been  funding  and  distributing 
a  series  of  films  about  science, 
economics,  and  mathematics. 
Alrecuiy  millions  of  students 
have  seen  "American  Enterimse 
and  "Tlie  Search  for  Solutions' 
Soon,  many  others  will  see  Tlie 
Challenge  of  the  Unknown'.' Ibr 
more  about  these  films,  virite  to: 
Pliillif^s  Petroleum  Conifwiy 
Exiucational  films,  1b-B4,  PB 
Bartlesville,  Oklahoma  74004. 
Because  its  our  desire  to  Itelf 


young  f^eof^le  realize  that  tt. 
only  real  limits  to  learning  d; 
the  ones  we  make  forourselvi 

Phillips  Petroleum 


Company 
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ur  country  has  stood  for  three  great  ideas: 
national  independence,  free  market  economics,  and  political 
democracy.  Our  people  have  fought  and  died  for  them. 

When  the  history  of  this  era  is  written,  it  will  be  said  that  all 
across  the  world  the  ideas  that  we  have  advocated  have  been 
embraced  with  a  renewed  fervor.  In  the  1980s,  the  dictatorships 
became  democracies  in  Latin  America;  political  democracy  and 
market  economies  arc  coming  to  the  Communist  bloc. 

Ironically,  at  the  very  moment  in  history  that  our  ideas  are 
being  embraced  elsewhere,  our  own  position  is  being 
weakened  because  of  deficiencies  in  human  capital.  People 
may  say  ten  or  twenty  years  from  now  "the  United  States 
was  the  greatest  democracy,  the  greatest  military  power,  the 
greatest  economic  power  in  history,  but  by  the  end  of  the 
twentieth  century  it  went  into  decline  because  Americans 
could  not  figure  out  how  to  fulfill  their  most  basic  obligation: 
how  to  raise  and  educate  their  children." 

The  choice  we  face  is  to  ignore  the  problems  of  the  present 
and  invite  ruin,  or  rise  to  the  occasion  and  choose  a  future 
worthy  of  our  past. 

I  am  pleased  to  join  Business  Week's  "call  to  action"  to 
reform,  restructure,  and  revitalize  American  education. 
I  hope  you  will  be  too. 


Bill  Clinton 
Governor  of  Arkansas 
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THE  PROBLEM 

By  Denis  P.  Doyle 


OUR  CHILDREN -America's  most 
precious  resource -are  endangered.  They 
are  our  most  precious  resource  because 
they  are  the  future;  they  are  endangered 
because  they  are  caught  in  a  maelstrom 
of  cultural  and  social  problems.  The 
most  obvious-drugs,  permissiveness, 
poverty,  teenage  pregnancy,  broken 
homes,  falling  academic  standards- are 
daunting;  but  the  greatest  challenge  of 
all  is  education-most  challenging 
because  all  these  problems  converge  in 
the  schools  and,  ultimately,  education 
is  the  key  to  solving  them.  Schools  bear 
the  brunt  of  these  issues  because 
they  are  the  most  important  institution 
and  influence -after  the  family - 
in  the  lives  of  children.  And  as  family 
values  and  traditional  social  values 

weaken,  even  heavier  burdens  are 
placed  upon  the  schools. 
Unfortunately,  today's  schools 
are  well  suited  to  the  late  19th 
^     and  early  20th  centuries; 

they  are  ill  suited  to  the 
.--^f*^   late  20th  century. 


SPECIAL        ADVERTISING  SECTION 


"The  bottom  line  is,  America's  figlit  for  long  term  competitiveness 
ultimately  will  be  won  or  lost  not  in  the  halls  of  Congress... not 
in  the  boardrooms  around  the  world. ..but  in  America's  classrooms." 


John  L.  Clendenin,  CEO,  BellSouth  Corporation 
Chairman,  U.S.  Chamber  of  Commerce 
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The  problem  is  stark:  Too  many 
udents  do  not  possess  skills  ade- 
jate  to  meet  the  demands  of  the  cur- 
nt  economy,  let  alone  those  of  the 
iture.  The  Business  Roundtable's  Ad 
oc  Committee  on  Education  reports 
lat  "as  many  as  60%  of  high  school 
•aduates  are  not  prepared  for  entry- 
vel  jobs." 

More  than  a  quarter  of 
le  nation's  youngsters 
ill  to  graduate  with  their 
ass  and,  according  to 
le  National  Alliance  of 
usiness,  the  total  life- 
me  earnings  lost  for  the 
igh  school  dropouts  of 
le  1981  class  alone  will 
e  $228  billion,  "with  an 
itimated  tax  loss  of  $68.4  billion." 
heir  report  estimates  that  in  1986, 
ropouts  cost  the  economy  $147  billion 

By  way  of  illustration.  The  New  York 
imes  recently  reported  in  a  front  page 
rticle  that: 

1  Dozens  of  companies  are  experienc- 
ig  problems.  As  manufacturing  and 
ther  business  procedures  have  become 
lore  advanced,  the  level  of  reading, 
'riting,  mathematics,  and  other  skills 
ceded  in  the  workplace  lv  has  been 


rising.  But  workers'  deficiencies  in  these 
skills  are  proving  to  be  an  obstacle  to 
introducing. . . new  techniques. 

■  Many  companies  and  unions  have 
stepped  into  the  workplace  as  educa- 
tors, offering  courses  that  are  often  held 
after  work  hours  or  on  weekends,  in 
company  buildings,  or  through  arrange- 
ments with  local  schools. 

"The  problems  of  schooling  are  of  such  crippling 
proportions  that  many  schools  may  not  survive,  it 
is  possible  that  our  entire  public  education  system 
is  nearing  collapse." 

John  I.  Goodlad 
A  Place  Called  School 
Director,  Center  for  Educational  Renewal 
University  of  Washington 

■  A  survey  by  Training  magazine. . . 
found  that  30%  of  American  companies 
with  10,000  or  more  employees  offered 
some  sort  of  remedial  education ...  in 
1987  compared  to  28%  the  previous  year. 

■  These  problems  are  now  more  than 
two  decades  old,  and  it  is  by  now  clear 
that  a  "business  as  usual"  strategy  will 
not  work. 

Our  schools  are  in  trouble,  then,  not 
for  reasons  of  poverty;  the  nation  is  not 
poor.  They  are  in  trouble  not  because 
our  children  are  second-rate; 
our  children  are  as  able  as  any 
in  the  world. 

Reading  Proficiency  Levels  of  17-Year-Olds 

|4S4/  PERCENT  OF  STUDEN     AT  OR  ABl  i\'h  LEVEL 
PROFICIENCY  LEVELS 
BASIC 


INTERMEDIATE 


ADEPT 


39.2 


I 


4.9  ADVANCED 


BASIC:  "Performance  at  this  level  suggests  the  ability  to  carry  out  simple,  discrete  reading  tasks." 
INTERMEDIATE:  "Performance  at  this  level  suggests  the  ability  to  search  for  specified  information, 
interrelate  ideas,  and  make  generalizations." 

ADEPT  "Performance  at  this  level  suggests  the  ability  to  find,  understand,  summarize,  and  explain 
relatively  complicated  information." 

ADVANCED:  "Performance  at  this  level  suggests  the  ability  to  synthesize  and  learn  from  specialized 
reading  materials." 

SOURCE:  Educational  Testing  Service.  National  Assessment  of  Educational  Progress. 

The  Reading  Report  Card:  Progress  Toward  Excellence  in  Oiir  Si(i.«j|s.  198S.  _  „ 
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American  education  is  in  trouble 
because  the  world  around  it  has  changed 
irrevocably  while  our  schools  have  not. 
The  demographic,  economic,  social,  and 
cultural  realities  of  the  late  20th  century 
require  a  new  and  different  system  of 
education. 


Who  is  responsible  for  creating  this  ne\ 
system  of  education?  We  are. 

Just  as  there  is  no  single  offender  in 
this  story — American  teachers  are  not  tc 
blame;  school  board  members  are  not 
the  culprits;  students  are  not  the  prob- 
lem; business  and  civic  leaders  have  not 


"Why  are  schools  the  problem?" 
an  educator  might  ask.  "We  are 
expected  to  be  all  things  to  all 
people:  social  worker,  teacher, 
adviser,  friend,  confidant.  We  are 
expected  to  address  all  of  society's 
problems:  broken  homes,  poverty, 
racism,  drugs,  illiteracy,  violence,  AIDS, 
teenage  pregnancy,  divorce,  the  collapse  of 
traditional  values."  A  fair  lament,  a  fair 
question. 

To  use  the  jargon  of  social  science,  schools 
are  a  "policy  variable"  that  is  within  our  con- 
trol. We  create  them,  we  run  them,  we 
change  them — or  fail  to  do  so.  Educators 
must,  perforce,  deal  with  the  students  that 
society  sends. 

Most  of  the  "stuff"  of  public  policy  — his- 
tory, tradition,  culture,  expectations,  race, 
ethnicity,  religion,  demographics,  attitudes 
—  is  beyond  the  reach  of  public  policy.  And 
in  the  best  of  times  public  policy  is  a  blunt 
instrument.  The  tool  kit  of  the  elected  offi- 
cial—governor, mayor,  congressman,  state 
legislator,  school  board  member — contains 
few  implements,  and  fewer  still  that  cut  close 
and  clean.  They  include  statutes,  rules,  regu- 
lations, and  dollars,  spent  or  withheld;  in 
the  final  analysis,  the  major  "policy"  tool  in 
a  democracy  is  the  "bully  pulpit,"  the  capac- 
ity to  shape  attitudes  and  mobilize  public 
opinion. 

Schools,  then,  are  the  focus  of  our  atten- 
tion because  we  can  do  something  with 
them  and  about  them.  If  the  reality  of  mod- 
ern America  is  that  parents  work,  then 


schools  must  deal  with  that.  What  is  the 
answer?  Year-round  schools.  Extended  day 
programs,  supervised  homework,  and 
enriched  after-school  programs  offer  a  few 
solutions.  If  untold  numbers  of  children 
enter  school  malnourished,  abused,  and 
using  drugs,  what  is  to  be  done?  Teachers 
must  receive  training  in  social  work  in  order 
to  recognize  a  troubled  child  and  take  appro- 
priate measures. 

Will  these  programs  cost  money?  Indeed 
they  will,  and  lots  of  it.  The  task  the  schools 
face  is  to  mobilize  the  public-at-large — and 
Dolicy-makers — to  help  the  schools  find  the 
resources  to  support  such  programs.  The 
first  step  is  consciousness  raising,  the  second 
is  consensus  building,  the  third  is  program 
design,  the  fourth  is  funding. 

The  business  community  is  already  lend- 
ing its  support  to  these  efforts,  most  notably 
the  Committee  for  Economic  Develop- 
ment's major  policy  statement.  Children  in 
Need.  (See  "Resources  for  Reform  and 
Restructuring"  on  page  127.)  But  much 
remains  to  be  done. 

-D.RD. 
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"The  charge  of  mindlessness— of  not 
thinking  deeply  about  what  we  are  doing  in 
schools,  sounded  frequently  over  the  last 
three  decades,  still  echoes." 


ven  back  in  1870 
chools  had  their  critics. 


Theodore  R.  Sizer 

Chairman,  Education  Department 

Brown  University 


caused  it;  the  fault  does  not  lie  only  with  admin- 
istrators or  political  leaders — neither  is  there 
any  individual  who  can  remedy  the  problem.  Not 
the  president  alone,  not  the  secretary  of  education 
alone,  not  a  single  governor,  not  a  single  business 
leader.  Each  working  alone  can  help  point  the  way, 
but  real  and  lasting  reform  will  require  that  we  all 
pull  together. 


There's  SomethingMissingl 


\Vliat  s  missing  is  the  ijivolveinciit of  our  stu- 
df'Mts,  who  show  III)  for  class  but  not  for  learning. 

Evf  ^n  the  best  efforts  of  our  school  system 
haven't  engaged  them.  They've  become  passive 
spectators  instead  of  active  participants. 

So  interest  fades,  curiosity  wanes  and  true 
student  involvement  disappears. 

Each  year,  a  million  students  drop  out. 
Aiiother  700,000  gracJuate  as  functional  illiterates. 
And  an  increasing  nmnber  continue  to  fall  behind 
in  such  advanced  skills  as  critical  thinking  and 


complex  i)roblem  solving. 

The  crisis  has  not  gone  unnoticed  by  cor 
porate  America,  wliich  has  invested  heavily  to  hejj 
our  students.  Both  personally  and  financially.  [' 

But  what  about  helping  our  school  systerf 
A  system  facing  profound  questions  concernin, 
the  nature  of  education  and  how  kids  learn,  i 

What's  needed  is  strategic,  stmctural  chan^t. 

Course  work  has  become  too  dependent  o; 
discrete,  50-minute  segments  that  seemingly  be? 
no  relation  to  one  another. 


lir  ^proach  Tb  Education. 

Many  students  have  gi'own  more  concerned 
dth  making  grades  than  mastering  material. 

And  the  teaching  profession  has  suffered 
'om  lack  of  prestige,  lack  of  funds  and  lack  of 
ecision  making  responsibility. 

As  business,  civic  and  education  leaders, 
^e  can  make  our  reform  efforts  more  effective 
irough  coalitions  for  change.  Coalitions  that 
^ork  out  a  shared  vision  of  what  needs  to  be 
ccomplished  locally  and  regionally. 

Because  unless  we  turn  our  schools  into 

.   ■  i 


\ital  centers  of  learning,  there's  something  we'll 
have  completely  missed. 

The  chance  to  help  our  students  develop 
broader  understanding,  better  judgment  and 
deeper  values. 

And  that's  the  whole  point  of  education. 


/^VV  Southwestern  Bell 
Corporation 
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Pogo  Possum  is  right:  "We  have  seen  the 
enemy  and  he  is  us."  But  we  are  all  at  fault 
for  the  best  of  reasons.  Once,  American 
schools  led  the  world.  Now  we  have  taken 
them  for  granted.  They  were  engines  of 
upward  mobility  and  accomplishment, 
serving  individuals  as  they  served  society. 
But  times  have  changed. 

VICTIMS  OF  SUCCESS 

In  important  respects,  American  schools 
are  victims  of  their  own  success.  They 
produced  a  nation  of  workers  and  citi- 
zens educated  for  the  demands  of  an 
earlier  day;  but  the  demands  of  today  are 
very  different. 

Most  important,  our  schools  have 
inculcated  a  deep  respect  for  education. 
No  people  prize  and  admire  education 
more  than  Americans.  It  is  the  sum  and 


'•  "Most  Americans,  when  asked, 
say  they  want  their  children 
to  know  more  than  they  do, 
and  are  appalled  by  the  prospect  that  the  next 
generation  will  know  less,  '^et  so  long  as  today's 
professional  norms  and  beliefs  hold  sway,  so  long 
as  they  shape  what  actually  occurs  in  the 
classroom,  that  is  precisely  the  future  that  awaits 
our  children." 

Chester  E.  Finn  Jr.,  Director 
Education  Excellence  Network 
Professor  of  Education  <Sl  Public  Policy 
Vanderbilt  University 


substance  of  the  American  dream.  But  th 
better  educated  Americans  became,  the 
more  we  expected  of  education.  Expectin 
too  much,  disappointment  was  inevitable 
Not  long  ago,  teachers  were  among  the 
most  respected  members  of  the  commu- 
nity. Today's  teachers  too  often  confront 
an  indifferent,  even  hostile,  world.  What 
was  once  a  high-status  profession  is 
becoming  a  low-status  profession.  But  if 
teaching  loses  status  the  biggest  loser  is 
society  as  a  whole.  It  is  not  "us"  against 
"them":  We  are  all  in  it  together.  A  society 
that  fails  to  honor  its  teachers  will  itself 
fail. 

If  we  are  all  responsible  for  education, 
why  are  American  schools  failing?  Lurking 
in  the  background  of  every  analysis  of 
education's  shortcomings  is  the  nagging 
suspicion  that  we  have  the  schools  we 
deserve.  How  is  it  possible,  in  a  democracy 
with  schools  controlled  by  locally  elected 
school  boards  and  funded  by  the  vote  of 
taxpayers  and  elected  officials,  that  our 
schools  are  "failing"  us? 

American  education  is  failing  for  the 
simplest  of  reasons:  It  is  fundamentally  oul 
of  step  with  the  larger  social  and  economic 
realities  of  the  global  economy.  Schools 
are  slow  to  change,  and  they  simply  have 
not  made  the  rapid  strides  they  must  to 
keep  up  with  changes  in  economic  and 
social  life  in  America. 
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WeVe  just  about  to  lose 
our  future  scientists. 


They're  bored.  Soon  they'll  lose  interest  in 
oday  s  class,  then  in  science  altogether.  We'll  lose 
vhat  might  have  been  future  scientists.  Or  more 
mportantly,  the  interest  of  a  generation  that's  going 
o  need  basic  math  and  science  skills  everyday  in 
ust  about  every  job. 

At  Pfizer,  we  understand  there's  an  education 
crisis  in  America  today.  That  when  it  comes  to  math 
md  science,  many  kids  just  aren't  interested,  inspired 
)r  motivated.  In  fact  they're  just  bored. 

Which  is  why  Pfizer  is  developing  a  program  to 
)ring  the  excitement  of  science  to  schools.  We're 
starting  in  our  own  backyard,  in  Groton,  Connecticut, 
he  home  of  our  Central  Research  facility  and  our 
argest  chemical  processing  plant.  By  getting  kids 


interested  in  science  and  math  when  they're  young, 
we  think  we  can  ignite  a  lifelong  interest.  So  we're 
going  into  the  schools,  sending  our  best  as  volunteers 
to  work  with  dedicated  teachers  to  help  them  show 
kids  just  how  exciting  science  can  be.  We  can  show 
them  that  science  is  as  boundless  as  their  young 
imaginations.  We  can  show  them  that  the  world  needs 
technical  minds  to  guide  us  into  the  next  century. 
And  we  can  show  support  to  the  teachers  who  rise 
to  the  challenge  everyday. 

This  is  just  part  of  our  continuing  commitment 
to  education,  and  Groton  is  just  the  start.  We  know 
one  program  in  one  school  system  won't  change  the 
world.  But  we've  learned  long  ago  that  great  scientific 
minds  can. 
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ENORMOUS  CHALLENGES 

The  economic  changes  that  our  schools 
must  respond  to  are  equaled  only  by 
the  social  changes  that  have  occurred 
since  W  orld  War  II:  drugs,  teenage 
pregnancy,  broken  homes,  unprecedented 


\va\  es  of  immigration,  tele\ision,  permis- 
siveness, the  erosion  of  the  family,  whole- 
sale changes  in  attitudes  about  the  role  ol 
the  indi\idual  and  society'  are  only  a  par- 
tial list.  But  these  are  enormous  challenge 
to  which  the  schools  must  rise,  not  excu 
for  failure.  Imagine  the  business  that 


NOT  MAKING  THE  GRADE 

Student  achievement— or  lack  thereof — is 
shockingly  low  in  light  of  the  skill  needs  of  the 
modern  economy.  Consider  the  following 
facts  and  figures: 

■  DropxDut  rates  ho\"er  abo\'e  25%  nationally 
and  exceed  50°o  in  many  of  the  nation's 
urban  centers.  The  problem  is  particularly 
acute  among  disadvantaged,  minority'  youth. 

■  SAT  scores,  which  fell  precipitously  in  the 
'60s  and  '70s,  have  rebounded  by  only  16 
points— still  90  points  below  their  historic 
highs. 

■  The  number  of  high  scores  (650  or  higher 
out  of  800),  on  both  the  verbal  and  mathe- 
matics pxDrtions  of  the  S.-\T,  remains  lower 
than  in  the  "50s. 

■  .A.n  estimated  Z5  million  Americans  are 
illiterate. 

B  In  most  school  districts.  minorit\-  achiex  e- 
ment  continues  to  lag  far  behind  majorirs' 
achievement. 

■  Low  le\  els  of  academic  achievement  char- 
acterize scientific  and  technical  fields,  as 
revealed  in  recent  international  comparisons. 

■  .-\.t  age  10,  American  students 
rank  seventh  in  a  field 


of  15  countries  in  terms  of  scientific  knowl- 
edge. By  age  15,  Americans  rank  15th  of  16 
nations. 

■  America  has  the  lowest  number  of  biologs' 
students  of  nine  countries  reporting  results, 
yet  this  top  6%  had  the  lowest  achievement 

level. 

■  In  chemistry,  only  l°o  of  all  sradents  were 
tested;  the  United  States  ranked  13th,  and 
only  one  other  country  was  as  low. 

■  Ln  physics,  the  top  1%  of  Americans  rank 
10th;  the  American  1%  outscores  only  four 
countries  in  which  17%  of  the  students  study 
physics. 

As  James  Coleman,  eminent  sociologist, 
obser\-es:  "The  U.S.  is  \-irtually  outside  the 
range  of  science  achievement  in  developed 
countries... This  is  a  problem  which  could 
turn  the  U.S.  from  the  most  affluent... into  a 
less  de\eloped  countr>%" 

-D.P.D. 
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lur  people  can't  be 
iroperly  trained  unless 
hey  are  first  adequately 
!ducated...Weare 
unning  out  of  time  and 
10  less  than  the  future  of 
he  nation  is  at  stake." 


ames  Burke,  Chairman 
trategic  Planning  Committee 
ohnson  &  Johnson 


asserts  it  cannot  compete 
because  the  world  around  it 
has  changed.  The  buggy 
whip  manufacturer  could 
not  compete  with  tire 
makers  in  the  age  of  the 
automobile.  Businesses  that 
fail  to  change  are  businesses 
that  fail.  And  so  it  is  with 
the  schools. 

Schools,  of  necessity, 
must  take  into  account 
changing  social  and  cultural 
trends  just  as  they  must  incorporate 
changes  in  the  nature  of  work.  As  it 
becomes  apparent  that  the  old  agrarian 
calendar  no  longer  suits  the  realities  of 
cultural  and  economic  life,  schools  must 
consider  major  organizational  changes; 
year-round  schools,  for  example,  make 
sense  in  an  economy  in  which  nearly  two- 
thirds  of  women  with  children  work  out- 
side the  home.  An  extended  school  day — 
or  school-based  day-care — makes  sense  in 
a  social  order  in  which  most  care-givers 
must  often  be  away  from  home.  A  per- 
formance-based curriculum  makes  sense 
in  a  world  that  measures  performance, 
not  seat  time.  Schools  must  reckon  with 
these  issues,  not  simply  react  to  them. 


Thomas  Jefferson 


The  truth  is  simple 
and  unyielding:  If 
American  elementary 
and  secondary  educa- 
tion is  not  adequate  to 
meet  the  demands  of 
the  latter  part  of  this 
century,  it  certainly 
won't  suffice  in  the 
next.  One  thing  is 
abundantly  clear  in  the  closing  years  of 
the  20th  century:  To  be  poorly  educated 
is  to  be  condemned  to  a  life  of  unfulfilled 
potential.  Jefferson,  in  a  letter  to  a 
friend,  wrote  that  a  "nation  that  hopes 
to  be  ignorant  and  free. . . hopes  for  some- 
thing that  never  was  and  never  will  be." 
We  need  only  add  that  a  nation  that 
hopes  to  be  ignorant  and  prosperous 
hopes  for  something  that  never  was  and 
never  will  be. 

The  reality  of  our  post-industrial, 
knowledge-based  economy  is  that 
knowledge  is  the  source  of  personal  ful- 
fillment and  national  wealth.  Indeed, 
today  as  never  before,  knowledge  is  the 
"wealth  of  nations."  Our  competitors 
know  this  and  have  taken  it  to  heart. 
The  Japanese  have  the  most  robust  econ- 
omy in  the  world.  Japan  — a  beautiful 


SAT  Scores 

Scholastic  Aptitude  Test  (SAT)  score  averages  for  college-hound 
high  school  seniors:  1951-32  to  1986-87 

AVERAGE 
SCORE 
800 


International  Math  Comparison 

Mean  percent  of  items  answereti  correctly  on  a  mathematics  test  of 
8th  grade  student^,  hv  selected  countries  and  provinces:  1981-82 


55-56    60-61  65-66 


SOURCE:  College  Entrance  Examination  Board,  On  Further  Examination, 
J977  and  National  Report  on  College-Bound  Seniors,  ]987. 
(Copyright  ©  1987  by  the  College  Entrance  Examination  Board.  All 
rights  reserved.) 


JAPAN      FRANCE   ENGLAND    UNITED  SWEDEN 
AND  WALES  STATES 

SOURCE:  U.S.  Department  of  Education,  Center  for  Education 
Statistics,  contractor  report.  Perceptions  of  the  Intended  and  Implemented 
Mathematics  Curriculum,  by  Ian  Livingston. 
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Somedaj^  I\n  ^ 
going  to  be 
somebody. 

Somehow. 

We  all  have  dreams.  About  what 
we  want  to  be,  where  we  want  to  go. 
Trouble  is,  some  of  us  just  don't  know 
how  to  get  there. 

Working  with  Digital's  employees 
and  computers,  the  NAACP  is  challeng- 
ing young  people  who  are  dreamers. 
Through  a  program  called  ACT-SO 
(Afro-Academic,  Cultural,  Technological 
and  Scientific  Olympics).  Local  and 
national  competitions  that  recognize 
black  students  and  inspire  others.  To  be 
poets  and  dancers,  technologists, 
engineers  and  scientists. 

For  the  dreamer  in  all  of  us, 
please  call. 

NAACP/ACTSO 
1-800-221-4277 
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island  chain — has  no  natural  resources 
save  one:  her  people.  And  it  is  to  her  peo- 
ple that  Japan  has  turned  to  create  an 
economic  miracle.  Rising  from  the  ashes 
of  defeat  following  World  War  II,  the  Japa- 
nese turned  their  attention  to  rebuilding, 
and  as  they  invested  in  infrastructure — 
creating  physical  capital — so,  too,  did 
they  invest  in  "human  capital." 
They  did  both  in  precisely  the 
same  way — borrowing  the  best 
practices  from  abroad,  and 
adapting  them  to  Japan's  specia 
circumstances. 

Are  the  Japanese  a  fair  com- 
parison? Can  a  continental 
democracy  made  up  of  all  races 
and  ethnic  groups,  pluralistic  and 
heterogeneous,  fairly  be  compared 
to  a  homogeneous  people  with  widely 
shared  values  and  a  high  degree  of  social 
consensus?  There  are  two  answers:  No 
one  said  the  world  is  fair.  And  we  can  do 


These  two  masked  mischief-makers  knew  just  what  to  do  with  the  treasure  trove  of  playthings 
at  Hallmark's  Kaleidoscope  center  in  Kansas  City,  Mo.  Children  let  loose  their  imagination  and 
creativity  at  Kaleidoscope,  designed  to  supplement  classroom  art  instruction. 


the  Japanese  one  better.  Our  pluralism, 
our  diversity,  our  heterogeneity  are  pearl 
beyond  price:  We  are  the  global  society. 
Our  differences  do  not  diminish  us,  they 
strengthen  us. 

And  as  we  have  offered  the  Japanese 
lessons,  they  offer  us  two:  A  nation's 
most  important  resource  is  her  people — 


"If  I've  learned  one  thing,  It's  that  the  answer 
virtually  all  our  national  problems— from 
international  competitiveness  to  improving  o 
standard  of  living  to  the  very  security  of  our 
nation— ultimately  rests  on  one  word... 
'education.'  " 

Robert  D.  Kirkpatrick,  Chairman,  CIGNA 


"human  capital";  and  human  capital  can 
be  created  by  deliberate  acts  of  public  pol- 
icy. Just  as  the  Japanese  have  schools  that 
serve  their  interests,  so,  too,  can  America. 

This  white  paper,  then,  is 
<  about  the  quality  of  Ameri- 
can education  and  what  the 
business  community  can — 
and  must — do  to  improve  it. 

Meeting  the  Challenge 
the  next  section,  describes 
Vi'hat  many  in  the  business 
community  have  already 
done  to  respond  to  the  crises 
we  face — with  programs  rang 
ing  in  scope  from  grass  roots 
to  grand  scale.  The  innovativ( 
approaches  presented  stand 
as  models  for  other  businesse; 
ready  to  take  action  to 
improve  public  education. 

Lessons  Learned:  A 
Call  to  Action,  the  last 
section,  describes  what  must 
be  done  if  we  are  to  reclaim 
our  legacy;  it  closes  with  a 
short  list  of  organizations  and 
books  for  those  who  wish  to 
become  more  involved  in 
education. 


There  are  many  doors  on  the  mean 
streets  of  America's  inner  cities.  But  all 
too  few  offer  the  children  a  way  out. 

That's  why  we've  established  a  new 
program  called  ScholarshipBuilder 
Under  this  program,  the  Merrill  Lynch 
Foundation  has  adopted  250  first 
grader^e  Class  of  2000-from  10 
inner-city  schools  in  Atlanta,  Boston, 

©1989  Merrill  Lynch  &  Co.,  Inc. 


Chicago,  Detroit,  Houston,  Los  Angeles, 
Miami,  New  York,  Philadelphia  and 
Washington,  D.C. 

In  the  year  2000,  each  student  who 
graduates  from  high  school  will  be 
eligible  to  receive  up  to  a  four-year 
scholarship  for  either  college  or  voca- 
tional training. 

We're  undertaking  this  program  in 


cooperation  with  the  National  Urban 
League  and  10  of  its  local  affiliates.  All 
working  together  to  give  these  students 
something  they  may  never  have 
expected  from  life. 
An  even  chance. 


Merrill  Lynch 

A  tradition  of  trust. 
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"The  collaboration  between  business  and  schools  is  the  wave  of  the  future.  The 
question  is  not  whether  to  get  involved,  but  when  and  how.  There  is  simply  too  much 
at  stake,  for  business  and  students  alike,  for  us  to  sit  back  and  hope  that  our 
country's  education  problems  will  solve  themselves." 

James  D.  Robinson  III,  CEO,  American  Express 


SPECIAL        ADVERTISING  SECTION 

MEETING  THE  CHALLENGE 


Throughout  our  history,  the  American 
business  community  has  been  interested 
in  education.  Whether  preparing  work- 
ers for  farms  and  factories  or  American- 
izing immigrants,  education  has  been 
central  to  the  success  of  American  busi- 
ness. The  reason  is  not  rooted  in  philan- 
thropy or  altruism,  although  they  are 
important.  The  reason  is  not  superior 
virtue,  although  virtue  is  important. 
The  reason  is  the  bottom  line.  People 
create  wealth;  educated  people  create 
more  wealth,  faster. 

American  business,  then,  cares  about 
education  because  American  business 
must.  Without  an  educated  citizenry 
American  business  is  in  deep  trouble.  It 
is  in  trouble  because  it  will  have  diffi- 
culty finding  creative  and  entrepreneur- 
ial employees.  It  will  have  no 
customers.  Without  an 
educated  work  force,  busi- 


ness  cannot  compete. 


Children  surround  Julie  M.  Meyer,  director  of  Rockwell 
International's  child-care  program  in  Cedar  Rapids, 
Iowa.  This  center  cares  for  more  than  200  children  of 
Rockwell  employees. 


In 
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Brookfield  Elementary 
School  students  in  Oak- 
land, Calif,  use  com 
puters  funded  by  the 
Education  for  the 
Future  Fund  of  the 
Pacific  Telesis  Founda- 
tion, a  member  of  the 
California  Business 
Roundtable. 


American  business  knows  this  and  is 
engaged  in  an  unprecedented  attempt  to 
rebuild  the  nation's  schools.  The  effort, 
although  promising,  is  as  yet  unorchestra- 
ted;  it  represents  a  spontaneous — and 
unrehearsed — outpouring  of  concern. 
Participants  range  in  size  from  large-scale 
national  organizations — the  National 
Alliance  of  Business  and  the  Committee 
for  Economic  Development — to  state 
efforts — the  California  Business  Round- 
table  in  San  Francisco  and  the  Minnesota 
Business  Partnership  in  Minneapolis.  And 
at  the  grass-roots  level,  individual  busi- 
nesses are  doing  more  than  ever  to  help 
improve  the  schools. 

A  century  ago  America  had  the  most 
well-educated  work  force  in  the  world. 
Americans  were  exploiting  the  technolo- 
gies of  Europe,  just  as  Japan  has  with  the 
West  over  the  last  40  years.  But  today, 
American  education  lags  behind  other 
developed  nations.  Each  year,  74%  of 
American  high  school  seniors  graduate, 
compared  with  94%  of  their  Japanese 
counterparts.  Each  year,  700,000  function- 
ally illiterate  students  graduate  from  U.S. 
high  schools;  literacy  in  Japan  is  nearly 
universal.  As  Lee  lacocca  wryly  observes, 
many  Americans  can't  read  their  own 
diplomas,  and  not  because  they're  written 
in  Latin. 


Ir 


Although  low  educational  attainment 
is  most  acute  among  the  poor  and  disad- 
vantaged, it  is  not  restricted  to  them. 
America's  "best  and  brightest"  are  no 
longer  performing  as  they  must  if  we  are  tc 
meet  the  challenges  of  the  next  century.  ! 

Business'  concern  with  education,  then 
begins  with  workers,  those  already  on  the 
job  and  those  in  the  pipeline. 

LIBERAL  EDUCATION 

Advanced  nations  have  less  and  less 
need  for  the  unskilled  and  the  semi- 
skilled. But  this  does  not  mean 
greater  emphasis  on  vocational  train 
ing.  The  pace  of  change  in  the  modern 
economy  is  so  great  that  few  schools  can 
provide  relevant  vocational  preparation. 
Only  the  best  vocational  schools  pass  the 
market  test:  Their  graduates  get  jobs. 

Writing  more  than  a  century  and  a  hal 
ago.  Cardinal  Newman,  in  the  Uses  of  the 
University,  argued  that  the  only  truly  voca 
tional  education  is  a  liberal  education. 
Wishful  thinking  when  it  was  written,  it 
is  true  today.  For  decades  thoughtful  edu- 
cators were  disturbed  by  business  interest 
in  education.  They  were  convinced  it  was 
mean-spirited  and  narrowly  vocational. 
Business  leaders,  they  surmised,  simply 
wanted  schools  to  produce  minions  for  the 
assembly  line,  pliant  and  docile  men 
and  women  who  worked  long  hours 
without  complaint. 

This  is  no  longer  the  case.  The 
modern  economy — and  the  modern 
firm — needs  broadly  and  deeply 
educated  workers  who  can  com- 
municate with  coworkers  and  cus- 
tomers, both  verbally  and  in  writ- 
ing; workers  who  can  solve  problems 
and  innovate,  who  can  think  criti- 
cally and  analytically,  who  can  meet 
the  public  and  deal  with  complex 
electronic  technologies;  workers 
who  are  alert  and  presentable  and 
have  a  well-developed  "work  ethic"; 
and,  most  important,  workers  who 
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XERCK 


Training  the  unttalnable. 


Many  people  think  that  the  cost  of 
education  is  high.  But  consider  for  a 
moment  the  cost  of  ignorance. 

Each  year.  American  business  will  have 
to  hire  more  than  one  million  entry-level 
workers  who  can't  read,  write  or  count. 
No  wonder  the  cost  of  training  is 
expected  to  reach  $200  billion  this  year 
alone. 

No  longer  can  we  afford  to  write  off  the 
children  who  haven't  learned  to  read  or 
write.  That's  why  Xerox  formed  The 
Institute  for  Research  on  Learning.  Xerox 
has  invested  five  million  dollars  to  start 
this  new  non-profit  organization. 


dedicated  to  discovering  how  to  train  the 
so-called  untrainable.  Using  new 
computer  technologies  and  artificial 
intelligence.  Xerox  believes  that  we  can 
open  doors  to  the  workplace  for  a  lot  of 
people  who  thought  those  doors  would 
always  be  closed  to  them. 

The  Institute  is  associated  with  the 
Xerox  Palo  Alto  Research  Center,  the 
University  of  California's  Graduate 
School  of  Education  at  Berkeley,  and 
with  the  Stanford  University  School  of 
Education.  It  is  located  on  Hanover 
Street  in  Palo  Alto,  California. 

We  would  like  to  hear  from  other 


companies  that  wish  to  become  involved 
in  learning  research.  After  all,  the  stakes 
are  high:  today's  high  schools  are 
graduating  700,000  functionally 
illiterate  young  people,  and  700,000 
more  drop  out  each  year.  If  something 
isn't  done  to  change  this  trend,  our 
country's  ability  to  compete  in  world 
markets  will  be  severely  threatened. 


David  T  Keams 

Chairman  and  Chief  Executive  Oil  ieer 
Xerox  Corporation 
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are  prepared  to  continue  learning  over 
their  working  lives. 

These  attributes  are  identical  to  those 
that  prepare  people  for  the  demands  and 
opportunities  of  citizenship,  and  help 
them  to  lead  full  and  rewarding  lives. 
There  is  no  longer  a  conflict  between  the 
demands  of  the  workplace  and  the 
demands  of  citizenship  and  personal 
fulfillment. 

As  John  Dewey  argued  at  the  turn  of 
the  century,  the  job  of  the  school  is  to  pre- 
pare children  for  a  fulfilling  life  in  a  demo- 
cratic society:  Educate  "the  whole  child." 
Such  an  approach  can  finally  be  a  reality, 
because  the  individual  educated  for  work 
is  also  educated  for  life. 

BUSINESS  AND  THE 
SCHOOLS 

There  is,  then,  a  natural  congruence  of 
interest  between  business  and  the 
schools;  in  broad  outline,  business 
interest  has  taken  three  forms: 

■  Hands-on  improvement  efforts, 
from  adopt-a-school  programs  to  serious 
lobbying  efforts  in  state  capitals  on  behalf 
of  school  reform. 

■  Increased  employee  education  and 
training,  including,  when  necessary, 
remedial  education; 
the  modern  firm  is 


"A  liberal  education  not  only 
imparts  the  great  lessons  of 
history,  citizenship,  and  science,  it 
teaches  people  to  think,  to  solve 
problems,  to  take  risks... to  think 
independently,  to  step  back  from 
problems  and  the  crowd,  to  be  an 
entrepreneur  and  innovator.  The 
virtues  of  a  liberal  education  are 
the  virtues  of  free  enterprise  in 
general  and  the  high  tech, 
knowledge-based  society  in 
particular:  flexibility,  adaptability, 
inventiveness,  even  playfulness." 


David  T.  Kearns,  CEO 
Xerox 


prepared  to  train  as  a  cost  of  production. 
■  Education  as  a  "market"  for  more 
efficient  products  and  services:  Business 
can  do  well  and.  do  good,  by  supporting 
educational  undertakings  that  have  com- 
mercial potential  as  well  as  the  potential 
to  improve  education. 

Interest  in  these  three  broad  areas  is  so 
vast  that  no  single  report  could  begin  to 
do  it  justice.  For  example,  a  recent  study 
by  The  Business  Roundtable  (highlighted 
in  the  closing  section  of  this  white  paper) 
is  150  pages  long,  and  it  contains  only  the 
briefest  sketches  of  business  involvement. 
They  are  brief  of  necessity,  because  busi- 
ness involvement  is  broad  and  deep. 

The  narrative  that  follows  can  be  no 
more  than  illustrative  and  descriptive,  and 
does  not  pretend  to  be  inclusive;  indeed,  it 
would  be  impossible  to  do  so.  For  each 


It  isn't  just  readin'  and  writin'  and  schoolmarms  any- 
more. High  tech  is  here  with  a  robot  funded  by  General 
Dynamics  as  an  innovative  way  to  teach  physical  sci- 
ences. First  and  second  graders  meet  the  robot  on  vis- 
its to  the  Thames  Science  Center  in  New  London,  Ct. 
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he  New  England 
EO  Edward  E.  Phillips 
peaks  to  students  at 
le  company's  partner- 
Hip  school,  Boston's 
lather  Elementary, 
uring  the  dedication 
f  the  refurbished 
brary.  The  insurer 
nanced  the  library 
^novation  to  cele- 
rate  the  350th  anni- 
ersary  of  the  nation's 
Idest  public  school. 


example  explored,  there  are  dozens  of 
equally  worthy  ones.  No  endorsement  is 
either  intended  or  possible,  because  the 
education  initiatives  undertaken  by  corpo- 
rate America  are  themselves  varied,  fluid, 
and  changing.  Today's  education  initia- 
tives are  being  transformed  and  changed 
as  you  read;  they  are  dynamic,  exciting, 
and  full  of  promise. 

LEARNING  FROM  FAILURE 

Before  presenting  a  brief  description  of 
some  of  these  programs,  a  brief  note  is 
in  order.  Because  schools  are  serious 
places  that  have  a  major  impact  on 
the  life  chances  of  children,  educators  are 
cautious  and  circumspect  about  change 
and  experimentation.  Partnerships  that 
succeed  are  full  of  promise  in  obvious 
ways,  but  some  business/ school  activities 
fail.  These,  too,  are  full  of  promise.  Busi- 
ness leaders  know  that  failure  is  often  our 
most  important  teacher;  not  failure  that 
defeats,  but  failure  that  provides  insight. 


That  is  the  essence  of  the  scientific 
method:  blind  alley  after  blind  alley,  dead 
end  after  dead  end,  until,  finally— occa- 
sionally by  pure  accident — the  right  solu- 
tion appears. 

So,  too,  will  some  business-sponsored 
partnerships  with  education  fail;  Albert 
Shanker,  president  of  the  American  Feder- 
ation of  Teachers,  ironically  observes :  "all 
education  experiments  are  doomed  to 
succeed." 

The  risk  of  failure,  and  the  insight  it  can 
provide,  is  revealed  most  sharply  in  the 
nation's  most  well-known  "public-private 
partnership,"  the  Boston  Compact.  Cre- 
ated as  a  joint  undertaking  of  the  Boston 
business  community  and  the  Boston  pub- 
lic schools,  the  compact  was  conceived  as 
a  genuine  partnership.  Each  side  would  do 
what  it  did  best:  The  schools  would  edu- 
cate according  to  standards  jointly  speci- 
fied by  them  and  the  business  community, 
and  the  business  community  would  pro- 
vide jobs.  It  was  a  new  and  important  quid 
pro  quo:  greater  business  involvement  in 
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Street  lods  or  streetwise  business  professionals?  low: 

You  already  know  what  the  statistics  say  It^s  going  to 
take  some  pretty  fancy  footwork  to  turn  it  around. 

NYNEX  Foundation  is  doing  more  than  just  talldng 
about  it.  WeVe  joined  with  business^  education  and  communit 
leaders  to  support  educational  programs  at  all  levels. 

Now  the  ball^s  in  your  court. 

\bur  first  question^  naturally  is  does  it  work?  So  just 
look  at  th^  results  weVe  seen  so  far. 

For  ^'xample^  consider  the  MITES  Program  (Minority! 
Introduction  tc  Engineering  and  Science)  for  gifted  disadvantad 
high  school  students  at  M.LT^  which  we  support.  A  recent  stu 


lows  that  95  percent  have  gone  on  to  college. 

And  tnere^s  BIPED  Corporation's  Office  Technologies 
rogram^  which  we  also  assist.  It's  helping  disabled  persons  gain 
nployment  in  information  processing. 

Educational  programs  like  these  will  soon  be  looking  for 
Dur  support^  and  their  graduates  will  be  coming  to  you  for  a  job. 

We  hope  that  you  will  join  us  in  maldng  a  streetwise 

!cision. 


!9  NYNEX  Corporation 


NYNEX 

FOUNDATION 


CHILDREN 
OF  PROMISE, 
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exchange  for  greater 
educational  performance. 

The  Boston  Compact 
has  become  a  model  pro- 
gram since  its  founding, 
but  last  spring  it  almost 
foundered.  Rough  seas— 
in  the  form  of  continued 
low  levels  of  educational 
achievement — plagued 
the  participating  schools, 
and  the  business  com- 
munity threatened  to 
pull  out.  Was  this  a  sign 
of  failure?  Some  observers  thought  so. 

But,  in  the  context  of  a  business 
approach  to  problem  solving,  the  greater 
failure  would  have  been  to  ignore  the 
problems  the  compact  was  established  to 
solve.  When  business  and  the  schools 
went  back  to  the  drawing  board— and  the 
bargaining  table— they  demonstrated  that 
their  relationship  was  maturing.  No 
longer  just  a  "feel  good"  partnership,  the 
Boston  Compact  is  seasoning;  each  side 
has  serious  expectations  of  the  other.  The 
compact  will  last  so  long  as  it  is  in  the 
interests  of  both  sides  to  continue  and  nei- 
ther side  patronizes  the  other— precisely 
the  terms  of  serious  partnerships  in  the 
private  sector. 

In  addition  to  well-known  partnerships, 
there  are  less  well  known  but  no  less 
important  pairings  around  the  country.  In 
community  after  community  businesses, 
large  and  small,  are  putting  their  shoulders 
to  the  wheel  to  improve  and  revitalize 
education. 


"...we've  lost  something  else  In  many  of  our 
schools  besides  discipline.  We've  lost  the  value  of  Iw 
failure.  The  first  thing  some  youngsters  flunk 
these  days  is  life  itself.  That's  because  they've  bee 
passed  from  one  grade  to  another,  and  eventually 
graduated,  even  though  they've  been  failing  at  ' 
every  step.  The  only  problem  is,  nobody's  told  thenjfi 
In  attempting  to  shield  these  kids  from  failure, 
we've  guaranteed  it." 

Lee  lacocca,  CEO  Chrysler  Corp. 


Arguably  the  most  intensive  and  com- 
prehensive program  of  its  kind  in  the 
country,  the  Cleveland  Initiative  for  Edu 
cation  is  an  innovative  and  ambitious 
partnership  between  the  Cleveland  Public 
Schools  and  the  Cleveland  community,  h 
offers  payment  into  a  scholarship  fund  toj 
every  Cleveland  Public  School  student 
who  earns  it.  The  operative  word  is  "earni 
There  is  no  free  ride:  The  student  who  | 
works  hard,  gets  good  grades,  and  is 
accepted  in  college  "earns"  the  scholar- 
ship. 

"They're  not  pciying  anyone  to  go  to 
school,"  says  Kimberly  HuUett,  a  student 
at  John  Marshall  High  School:  "They're 
rewarding  us  for  doing  well  in  school.  We 
don't  get  $40  for  showing  up  in  class.  We 
have  to  work  for  that  money." 

All  students  enrolled  in  grades  7 
through  12  earn  the  deposits  for  grades  in 
core  subjects:  An  "A"  earns  $40,  a  "B,"  $20 
and  a  "C,"  $10.  Payments  are  placed  in 
escrow.  Honors  classes  yield  a  $10  bonus 
and,  after  each  grading  period,  the  stu- 
dents receive  a  statement  of  their  earnings 

MAGNET  SCHOOLS 

In  contrast  to  comprehensive  neighbor- 
hood schools,  magnet  schools  are  orga- 
nized by  academic  or  vocational  theme 
and  are  open  to  all  comers.  The  most 
famous  is  probably  La  Guardia  High 
School  of  Music  and  the  Arts  (the  subject 
of  the  television  show  "Fame"). 


E2cS 


"Providing  quality  education  today  is  the  only 
way  to  ensure  America's  global  leadership  for 

the  future. 
There  is  no  higher  business  priority" 


9  American  Express  Company.  All  rights  reserved, 
itograph  ©  1989  Jacques  Lowe  N. 
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Five  years  ago,  officials  from  Thomas 
Jefferson  High  School  for  Science  and 
Technology  in  Alexandria,  Va., 
approached  local  business  leaders  to  help 
create  a  vocational  school;  the  response 
was  positive  and  enthusiastic — but  not  to 
create  a  vocational  school.  Local  business 
leaders  agreed  to  provide  financial  support 
and  technical  assistance  to  create  a  new 
science-math  magnet  school  that  would 
prepare  youngsters  for  a  high-tech  future. 

Jefferson  High  is  now  part  of  a  growing 
number  of  special  high  schools  designed  to 
address  the  realities  of  a  knowledge-based 
economy.  The  most  well  known  in  the 
nation  are  in  New  York  City:  Bronx 
High  School  of  Science,  Stuyvesant  High 
School,  and  Brooklyn  Technical  High 
School.  These  institutions  were  not  cre- 
ated by  the  business  community,  but  they 
are  strongly  supported  by  it.  The  most 
notable  form  of  support  is  indirect,  provid- 
ing incentives  for  students  and  teachers  to 


"If  'nerd'  means  we  care  about  our 
grades  and  our  academics,  then, 
yes,  we're  nerds." 


Class  of  '80 

Thomas  Jefferson  High  School 
for  Science  and  Technology 


reach  for  the  stars.  Westinghouse  Talent 
Search,  a  program  that  recognizes  excep- 
tional scientific  achievement,  is  not 
designed  exclusively  for  New  York  high 
schools,  but  Bronx  High  School  of  Sci- 
ence and  Peter  Stuyvesant  have  used  the 
award  program  to  encourage  students  to 
excel  beyond  the  regular  program  of  stud 

More  recently,  the  North  Carolina 
School  of  Science  and  Mathematics  was 
created  as  a  statewide  public  boarding 
school  to  serve  high  school  juniors  and 
seniors  of  special  promise  (and  high  energ 
levels).  Created  in  1979,  the  school's  first 
class  graduated  in  1981,  and  it  has  distin- 
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yton  Hudson's  Ann  Barkelew,  vice  president  of  public  relations,  works  with 
ildren  in  the  Minneapolis  area  as  part  of  Success  by  6,  a  program  designed  to 
dress  the  many  barriers  to  successful  early  childhood  development.  Success 
6,  sponsored  by  United  Way,  is  spearheaded  by  James  J.  Renier,  CEO 
neyweli,  and  other  business  leaders. 


guished  itself  as  one  of  the  most  prolific 
producers  of  National  Merit  scholars  in 
the  nation.  Its  core  curriculum  includes 
liberal  arts,  and  all  students  are  required  to 
perform  school  and  community  service  as 
a  condition  of  graduation. 


WE  CALL  OUR  SCHOOL  "TJ" 

Thomas  Jefferson  High  School  for  Science  and  Technol- 
ogy—or "TJ,"  as  it  is  called  by  its  students— converted  to 
a  magnet  school  in  the  fall  of  1985.  The  school  was  the 
beneficiary  of  major  business  support.  Local  firms, 
including  Computer  Science  Corp.,  TRW,  Hazelton 
Laboratories,  and  Martin-Marietta,  donated  nearly  $4 
million  worth  of  high-tech  equipment  to  help  equip  the 
school's  11  labs.  Four  years  ago  the  first  class  of  400  "sci- 
tech"  students  enrolled,  sharing  the  building  with  three 
outgoing  classes.  According  to  local  newspaper 
accounts,  the  "regular"  students  greeted  the  newcomers 
with  chants  of  "go  home  Geeks"  and  painted  "go  home 
hi-tech"  on  the  school  chimney. 

Four  years  have  passed  and  the  first  class  has  gradu- 
ated; there  are  now  1,600  sci-tech  students  enrolled. 
Since  then,  the  school  has  abolished  class  rank — 
"because  all  the  students  are  considered  so  good."  The 
statistics  are  nothing  if  not  impressive: 
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COMMUNITY  SERVICE 

School  and  community  service  provide 
students  with  an  appreciation  of  the 
world  around  them.  Service  reminds 
them  that  life  is  a  mixture  of  opportu- 
nities and  obligations;  indeed,  one  of  life's 
most  fulfilling  opportunities  is  the  oppor- 
tunity to  serve. 

Service  to  school  reminds  students  that 
school  is  where  they  spend  much  of  their 
lives,  and  respect  for  school  shows  respect 
for  self.  In  Japan,  schools  are  clean,  neat, 
and  free  of  graffiti.  But  Japanese  schools 
have  no  janitors;  students  maintain  the 
classrooms  and  corridors. 

Service  to  the  community  has  as  many 
dimensions  as  the  community  itself:  read- 
ing to  the  blind,  visiting  shut-ins;  assist- 
ance in  day-care  centers,  hospitals,  and 
retirement  homes;  tutoring  other  stu- 
dents; and  participation  in  community- 
awareness  and  environmental  projects  are 
just  the  beginning. 

The  most  remarkable  aspect  of  school 
and  community  service,  however,  is  the 
impact  on  academic  performance.  Stu- 


■  All  but  one  of  the  seniors  are  going  on  to  college. 

■  59  won  National  Merit  Scholarships  (the  school 
came  in  fifth  in  the  nation). 

■  15  were  Westinghouse  Talent  Search  semifinalists 
(third  in  the  nation). 

■  Average  Achievement  test  scores  were  in  the  top  2% 
in  math  and  science,  and  in  the  top  6%  in  reading 
comprehension. 

Not  to  be  confused  with  "nerds"  of  the  old  school, 
every  fall  varsity  team  had  a  winning  season.  Even  the 
football  team  had  a  6-5  record. 

The  school's  namesake  would  no  doubt  be  fasci- 
nated. Two  hundred  years  ago  Thomas  Jefferson  pro- 
posed public  schools  that  were  open  to  all  in  the  early 
grades  but  became  progressively  more  selective  in  the 
upper  grades. 

-D.P.D. 
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dents  who  serve  are  serious  students. 
Students  tutoring  other  students,  for 
example,  is  one  of  the  most  potent  forms 
of  academic  intervention:  It  is  inexpensive, 
effective,  straightforward,  and  it  is  as  help- 
ful to  the  student  who  tutors  as  the  stu- 
dent who  is  tutored.  Student  tutoring  is 
among  the  most  effective  tools  we  have 
to  combat  illiteracy  and  limited  English 
proficiency. 


PRIVATE  CITIZENS 

Service,  of  course,  is  not  limited  to  stu 
dents;  it  is  key  to  business  involve- 
ment. The  I  Have  A  Dream 
Foundation,  initiated  by  New  York 
industrialist  Eugene  M.  Lang,  started 
small.  It  now  encompasses  8,500  children 
and  150  sponsors  (acting  as  private  citi- 
zens) in  32  cities.  Participants  include 


IF  YOU  CAN  DREAM  IT,  YOU  CAN  DO  IT 


If  you  think  all  education  news  is  "bad" 
news,  look  at  one  of  the  nation's  most  excit- 
ing partnerships.  Often  the  best  schools  are 
in  sylvan  settings,  far  from  the  madding 
crowd.  Not  the  Manhattan  Center  for  Sci- 
ence and  Mathemaric:;. 


Teenage  students  from 
Cleveland's  public 
schools  "light  up"  as  a 
GE  employee  explains 
the  technology  of  light- 
ing. The  effort  is  part  of 
a  public  school  partner- 
ship in  30  schools 
across  the  country. 


E^2 


Housed  in  what  was  originally  Benjamin 
Franklin  High  School  at  East  115th  St.,  it  sits 
squarely  in  East  Harlem,  one  of  the  poorest 
areas  of  the  nation.  In  the  early  80's,  plagued 
by  vandalism,  absenteeism,  low  academic 
achievement,  and  physical  danger — to  both 
teachers  and  students — Benjamin  Franklin 
was  an  academic  basket  case. 

Tony  Alvarado,  then  district  superintend- 
ent, closed  Franklin  for  a  year.  In  the  interim 
the  building  was  refurbished  and  converted 
from  a  four-year  high  school  to  kindergarten 
through  12th  grade.  Determined  to  provide 
for  East  Harlem  what  Bronx  High  School  of 
Science  and  Stuyvesant  High  School  pro- 


vide tor  the  city  as  a  whole — city-wide,  open- 
enrollment  schools — Alvarado  embarked  on 
a  high-risk  course  of  action:  magnet  schools 
for  all  of  East  Harlem.  Unlike  the  city-wide 
"examination  schools,"  East  Harlem's  open- 
enrollment  schools  would  be  open  to  all — 
not  just  kids  who  tested  well.  But  like  the 
examination  school,  they  would  be  subject 
to  a  market  test:  attract  and  hold  students 
or  fold. 

Interviewed  on  the  "Macl^eil/Lehrer 
iX'eu'sHour,"  assistant  superintendent  Sey- 
mour Fleigle  was  asked  why  he  supported 
"choice"  for  East  Harlem:  "I  have  a  simple 
philosophy,"  said  Fleigle:  "What's  good 
enough  for  rich  kids  is  good  enough  for 
poor  kids." 

Alvarado  was  convinced  the  district 
couldn't  pull  it  off  without  outside  help, 
however,  and  approached  the  General  Elec- 
tric Foundation.  They  liked  what  they 
heard.  Franklin  had  reached  rock-bottom;  at 
least  the  free-fall  was  over,  and  it  was  possible 
to  think  about  real  reform.  The  formula?  A 
genuine  partnership  in  which  GE  pitches  in 
but  doesn't  dictate;  special  enrichment  pro- 
grams for  60  GE  scholars,  a  GE  mentor  for 
all  the  students;  and  a  commitment  to  show- 
ing the  kids  they  can  do  it. 

Paul  Ostergard,  GE  Foundation  presi- 
dent, boasts  that  the  Manhattan  Center  for 
Science  and  Math,  which  once  had  a  drop- 
out rate  as  high  as  any  in  the  nation,  is  now 
graduating  every  senior  and  sending  all  of 
them  on  to  college.  — D.P.D. 
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e  consider  effective  teacliing  a  vital  link  in  the 
form  process.  The  reason  is  clear:  Without  good 
aching,  other  reform  efforts— school  redesign, 
irriculum  reform— are  largely  irrelevant." 


th  grants  provided  by 
iNYNEX  Foundation, 
lying  To  Win 
irelops  educational 
mputer  programs  for 
!  disadvantaged, 
tonia  Stone,  founder, 
piducts  a  workshop 
some  of  the  more 
in  500  visitors  to  the 
riem  center  weekly. 


Charles  DeRiemer,  Executive  Director 
Southwestern  Bell  Foundation 


Felix  J.  Rohatyn,  senior  partner,  Lazard 
Freres;  Peter  M.  Flannigan,  managing 
director  of  Dillon  Read;  William  Clark, 
chairman,  Massachusetts  Mutual;  Ruben 
Mark,  chairman,  Colgate-Palmolive; 
Granville  Stevens,  senior  counsel,  Revlon; 
and  Joseph  Flom,  senior  partner  in  the 
law  firm  of  Skadden,  Arps,  Slate,  Meagher 
&  Flom. 

The  simplicity  of  the  I  Have  A  Dream 
Foundation  is  its  power.  Lang  "adopted"  a 
class  of  youngsters  who  by  standards  of 
income,  socio-economic  status,  and  neigh- 
borhood were  on  a  fast  track  to  nowhere. 
Lang's  approach?  To  demonstrate  that  he 
cared  about  them  so  they  would  care 
about  themselves.  He  has  promised  the 
children  a  major  financial  contribution 


"I  Have  A  Dream.  Mrs.  Felix  Rohatyn  with  the  couple's 
adopted  class  of  "dreamers"  at  Wollman  Skating  Rink, 
in  New  York's  Central  Park. 


toward  their  college  education — if  they 
prepare  themselves  for  college — and  regu- 
lar meetings  with  them  as  the  school 
years  unfold. 

Most  of  Lang's  kids  are  now  college- 
bound.  The  success  of  the  program  is  not 
the  money  per  se — the  youngsters  must 
report  gifts,  and  college  financial  aid  offi- 
cers are  supposed  to  subtract  them  from  the 
college's  aid  package.  The  youngster  who 
goes  to  college  without  I  Have  A  Dream 
support  is  not  worse  off  financially.  But 
the  kids  with  it  are  better  off  all  around 
because  someone  cares  about  them  and  is 
willing  to  stand  and  be  counted. 

In  the  same  vein,  Peter  Flannigan  has 
gone  beyond  the  I  Have  A  Dream  Foun- 
dation to  create  the  Student/Sponsor 
Partnership,  an  education  program  for 
disadvantaged  youngsters.  A  nondenomi- 
national  undertaking,  the  partnership 
provides  the  financial  and  moral  support 
for  poor  kids  to  attend  inner-city  Catholic 
schools.  Recognizing  that  many  young- 
sters— particularly  the  poor — flourish  in 
low-cost  Catholic  schools,  and  that  even 
modest  tuitions  pose  an  impossible  burden 
for  low-income  families,  Flannigan  con- 
vinced 400  individuals  to  help  as  many 
students  through  college  at  $1,500  per 
year. 

But  these  examples,  however  impor- 
tant, get  ahead  of  the  story.  Widely  shared 


These  men 
started  a  revolutio 
on  campus. 


dan  Ooulet,  Ph  D., 
Director,  Academic 
chmpiiimg  Services,  • 
University  of  Wisconsin/  < 
Stei'etis  Point 

Jim  leonhart.  ■ 
4TCrT National     ,  '  '■ 
Account  Manager 


Mff( 


111 


m 

'M 

;Siai 


m 
m 

m 


University  of  Wisconsin 
January  22, 1989 


cently,  an  information  management  revolution  occurred  at 
•  University  of  Wisconsin-Stevens  Point.  Dan  Goulet  from 
:  University  andjim  Leonlrart  of  AT&T— campus  radicals  of  a 
feient  kind— explain  how  they  were  able  to  realize  a  bold 
i  complex  vision, 

Jim:  I  remember  the  first  day  we  met.  You 
id  been  around  the  block  a  few  times,  but 
eren't  getting  the  answers  you  needed. 

Dan:  We  wanted  to  create  a  unique  edu- 
ition  environment:  a  free-flowing  on-line 
)mputer  campus.  We  had  a  vision,  and  we 
ere  looking  for  someone  to  help  build  it. 

Jim:  A  distributed  networked  computing 
)lution,  that's  what  we'd  call  it  now:  a  way  to 
•Qcess,  move  and  manage  information  effec- 
/ely  throughout  a  widespread  organization. 

Dan:  We  talked  to  many  computer  ven- 
xrs  before  you.  We  got  tired  of  describing 
hat  we  needed,  so  we  drew  it.  That  graphic 
as  about  13  feet  long. 

Jim:  More  like  twenty  The  chart  showed 
^ery  information  resource  on  campus  linked 
gether,  accessible  to  students,  faculty  aiid 
Iministration.  It  became  the  wallpaper  in  my 
I'fice  for  fifteen  months. 

Dan:  It  was  like  a  blueprint  for  a  data 
iperhigliway 

Jim:  We  put  our  ISN  wide-area  network  at 
e  center— like  an  interchange— and  built 
Der  and  twisted-pair  data  lanes  to  applica- 
)ns  mnning  on  AT&T  3B2s,  DEC,  UNISYS 
id  other  hosts  located  in  all  the  departments. 

put  on-  and  off-ramps  in  strategic  loca- 
)ns:  StarLAN  networks  that  gave  2tccess  to 
e  highway  from  workstations. 

Dan:  We  designed  everything  from  the 
ier  perspective.  The  more  technically 
markable  the  system  became,  the  harder  we 
orked  to  make  it  approachable. 

Jim:  Easy  for  novices,  powerful  enough 
f  programming  students. 

Dan:  We  developed  a  menu-driven  user 


interface  that  is  consistent  and  clear  Students 
and  faculty  can  select  applications  like  check- 
ing spelling,  transmitting  course  grades,  even 
browsing  through  the  on-line  card  catalog 
of  1.5  million  books  at  the  University  of 
Wisconsin-Madison.  We  wanted  desktop 
power  and  access,  but  we  wanted  to  process 
information  where  it  made  the  most  sense. 

Jim:  ThiiTking  back,  we  realized  early  that 
the  complexity  of  your  vision  precluded  a  sin- 
gle-system focus.  You  needed  open  systems. 

Dan:  You  were  really  the  onl\'  ones  that 
understood  this  point.  Open  systems  allow  us 
to  use  off-the-shelf 
components;  vendors 
have  to  bid  against  each 
other  to  get  our  busi- 
ness. Open  systems  are 
the  secret. 

Jim:  It's  mind-bog- 
gling how  much  com- 
puter power  is  out  there. 
We  wanted  to  harness  it 
all,  yet  give  a  piece  to 
ever\'  individual. 

Dan:  A  truly  distrib- 
uted network,  one  we 
don't  think  we'll  ever 
outgrow.  We've  added 
300  WGS  workstations 
in  the  last  five  months. 

Jim:  Dan,  where  in 
the  world  is  that  wall- 
paper t(xiay? 

Dan:  We  had  it 
bronzed.  Today  so 
many  colleges  and  busi- 
nesses really  need  a 
similar  solution.  That's 
probably  why  we've 
had  so  many  visits  from 
them  lately 

Jim:  Little  did  we  know  back  then,  when 
we  first  met. 

Dan:  Oh,  something  tells  me  you  had 
a  hint. 


The  Stevens  Point 
Computer  Solution: 

[the  challengQ 

Create  a  distributed  computing  revolu- 
tion; link  the  campus  into  an  integrated 
information  resource  open  to  every  user. 
I  THE  SOLUTION:  | 

AT&T  3B2  computers  support  a  multitude 
of  UNIX*  System  V-based  applications. 
AT&T  StarLAN  connects  AT&T  WGS 
computers,  a  variety  of  micros,  and  hosts 
together  The  AT&T  Information  Systems 
Network  (ISN)  is  every  campus  user's  gate- 
way to  all  computer  reseurces. 

r  THE  RESULT:"^ 

Stevens  Point  has  been  designated  a 
Center  of  Excellence  for  Distributed 
Academic  Computing  by  the  Board  of 
Regents  for  the  entire  University  of  Wis- 
consin system.  The  majority  of  the  9000 
students  on  campus  regularly  use  the  net- 
work for  course  work  and  homework. 
Faculty  have  integrated  computing  into 
41%  of  their  coursework. 

Call  vour  AT&T  Account  Executive,  an  AT&T 
Authorized  Reseller,  or  1  800  247-1212,  Ext.  156. 

Your  Computing  Systems 
And  Networicing 
Solutions  Company 
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information  is  the  necessary  precondition 
to  public  action.  No  matter  how  well- 
intentioned,  individual  people  and  indi- 
vidual schools  cannot  solve  the  whole 
problem.  Like  lighthouses,  they  cast  a 
guiding  beam,  but  they  are  only  the  first 
step  in  solving  larger  social  problems.  The 


"The  federal  government  can  show  leadership,  but  the 
only  way  we're  going  to  improve  our  schools— and 
therefore  our  country— is  one  student  at  a  time,  one 
school  at  a  time,  and  one  school  system  at  a  time." 

John  F.  Akers,  CEO,  IBM 

Chairman,  Business  Roundtable  Education  lask  Force 

big  problems  require  mobilization,  and  the 
first  step  is  to  spread  the  word. 

LAYERS  OF  BUREAUCRACY 

Since  the  days  of  Paul  Revere,  an 
enduring  symbol  in  American  public 
life  has  been  the  sounding  of  the 
alarm.  Before  the  people  can  be  called 
upon  to  act,  they  must  be  informed.  The 
problem  is  especially  daunting  in  the  case 


Careers  in  Office  Technology  Program,  created  by 
CIticorp/Citibank,  develops  a  qualified  pool  of  young 
lieople  to  meet  the  growing  need  for  employees  with 
seund  technical  office  skills. 


of  American  elementary  and  secondary 
education.  Forty  million  youngsters  are 
enrolled  in  more  than  15,500  independent 
school  districts  in  the  50  states,  the  Dis- 
trict of  Columbia,  the  Commonwealth  of 
Puerto  Rico,  and  the  trust  territories;  the! 
education  is  first  the  responsibility  of 
90,000  elected  (or  appointed)  school  boar( 
members  and  is  overseen  by  50  governors 
and  7,000  state  legislators;  add  to  these 
535  members  of  Congress  and  the  preside 
of  the  United  States.  Then  add  the 
"interest  groups,"  all  of  which  have  offices 
in  Washington,  D.C. 

Our  nearly  2.5  million  teachers  are  the 
most  heavily  unionized  work  force  in 
America.  Represented  by  the  National 
Education  Association,  with  1.6  million 
members,  and  the  American  Federation  c 
Teachers,  with  600,000,  the  nation's  teacl 
ers  are  a  potent  political  force. 

Taken  together,  American  public  educ; 
tion  is  a  massive,  complex,  and  cumber- 
some system  designed  not  to  change. 

So  diffuse  and  so  varied  are  the  nation 
schools  and  the  satellite  activities  around 
them  that  to  call  them  a  "system"  is  hype 
bole.  They  may  look  like  a  system,  and  in 
important  respects  they  act  like  one,  but 
they  are  a  system  in  name  only.  Schools 
must  be  changed  building  by  building,  di 
trict  by  district,  state  by  state.  That  educj 
tion  is  a  national  "problem"  is  beyond 
dispute;  that  there  are  federal  governmen 
solutions  is  by  no  means  clear. 

To  some  the  virtual  anarchy  that  our 
school  "system"  represents  is  a  source  of 
lamentation,  even  despair.  In  fact,  it  is  a  I 
source  of  strength  and  vitality,  for  it  mearf 
that  widely  different  approaches  can  be 
designed  and  implemented,  reflecting  loc 
needs,  strengths,  and  capacities.  But  the 
fact  remains  that  the  issue  is  in  some  sen 
"national."  We  cannot  compete  as  a  nati 
without  world-class  schools  in  every  towr 
and  village,  every  farm  community,  and 
every  industrial  city.  To  raise  the  issue  to 
national  prominence  takes  special  skills 
and  a  special  approach. 
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23  million  Americans  dorit  think 
there's  anything  wrong  with  this  country 

Take  a  look  at  the  state  we're  in.  23  million  Americans  cant  read.  That's  because  we  didn't  give  them  the  education 
they  deser\'ed  when  they  were  kids.  The  lesson  is,  support  your  school  district,  any  way  and  every  w  ay  you  can. 
Before  vou  know^  it,  America  will  look  better  than  ever. 
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FAR-REACHING 
INITIATIVES 

Former  Secretary  of  Education  Terrel 
"Ted"  Bell,  in  the  early  1980s,  did  what 
no  federal  official  before  him  had  done: 
He  assembled  a  blue-ribbon  panel,  an 
Education  Excellence  Commission,  and 
charged  it  with  examining  our  schools'  per- 
formance. The  conclusion?  We  were  "a 
nation  at  risk."  The  title  of  its  telling  and 
powerful  report  is  still  apt,  for  we  are  still  at 
risk,  but  the  Excellence  Commission  per- 
formed a  signal  service  by  making  a  national 
issue  out  of  diffuse,  local  concerns.  And  the 
issue  has  not  died.  Since  the  release  of  A 
Islation  at  Risk,  dozens  of  reports  have  been 
issued,  but  none  have  been  more  important 
than  those  supported  by  the  nation's  busi- 
nesses. First  and  foremost  was  the  work  of 
the  Committee  for  Economic  Development 
(see  box,  below ).  Its  twin  publications, 


Investing  in  Chir  Children  and  Children  in 
Need,  had  a  galvanizing  effect  on  the  nation' 
educators  and  the  business  community. 

They  have  been  followed  by  symposia 
and  meetings  across  the  nation  as  con- 
sciousness has  been  raised.  Most  recent  is 
Business  and  the  Schools,  released  by  the 
Council  for  Aid  to  Education  last  April. 
(See  the  concluding  section  of  this  white 
paper,  "Resources  for  Reform  and  Restruc- 
turing," for  a  capsule  review  of  the  guide.) 

Among  the  most  important  examples  oi 
national  consciousness-raising  has  been  th( 
Los  Angeles-based  Arco  Foundation's 
financial  and  intellectual  support  for  the 
box-office  success.  Stand  and  Deliver  (see 
box,  page  41 ).  At  the  local  level,  corpora- 
tions like  Baltimore  Gas  and  Electric  have 
supported  vigorous  and  imaginative  public 
service  advertising  campaigns  (see  opposite 
page ). 

Stand  and  Deliver  has  spurred  ongoing 


THE  COMMITTEE  FOR  ECONOMIC  DEVELOPMENT 


The  prestigious  Committee  for  Economic 
Development  (CED)  has  supported  two  major 
education  policy  studies  over  the  past  eight 
years.  The  first.  Investing  in  Our  Children: 
Business  and  the  Public  Schools,  was  a  path- 
breaking  study  of  the  role  of  American  educa- 
tion in  the  economic  well-being  of  the  nation. 
After  a  year  of  meetings  and  deliberations  with 
some  of  the  nation's  leading  authorities  on 
education — including  such  figures  as  Albert 
Shanker,  president  of  the  American  Federa- 
tion of  Teachers,  and  Harold  "Doc"  Howe, 
former  United  States  commissioner  of  educa- 
tion— the  committee  issued  a  major  "policy 
statement"  on  education.  Endorsed  by  the 
trustees  of  CED  almost  without  reservation, 
the  policy  statement  made  the  bold  assertion 
that  education  should  not  be  considered  an 
"operating  expense"  but  an  investment  in  the 
nation's  future — an  investment  with  a  sub- 
stantial payoff,  and  substantial  "opportunity 
costs"  if  we  failed  to  make  it. 


CED  Chairman  Owen  "Brad"  Butler, 
former  chairman  of  Procter  &  Gamble,  has 
become  an  indefatigable  campaigner  on  behalf 
of  education  reform  —  crisscrossing  the  nation 
in  the  cause  of  improving  the  nation's  schools 
and  the  lives  of  children.  He  became  totally 
immersed  in  education  issues  when  he  oversaw 
CED's  benchmark  policy  statement.  Investing 
in  Our  Children,  issued  in  September  1985. 

Investing  in  Our  Children  was  followed  two 
years  later  by  a  "sequel,"  Children  in  ISIeed. 
NYNEX  funded  the  development  of  the 
study;  Northern  Telecom  has  funded  the  film 
"Children  in  Need  "to  be  aired  by  PBS  in  Spring 
1990.  This  report  made  the  equally  strong 
assertion  that  education  begins  well  before  for- 
mal schooling.  Indeed,  it  argues  persuasively 
that  the  educational  enterprise  must  include 
pre-  and  post-natal  care,  early  childhood  edu- 
cation, enrichment  for  disadvantaged  chil- 
dren, and  special  programs  for  those  at  risk 
through  high  school.  — D.P.D. 
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l^shland  Oil  quickly 
recognized  an  unusual 
ipportunity  for  public 
service  and  turned  over 
ts  successful  multi- 
nedia  campaign  to  the 
M  Council. 


Baltimore  Gas  &  Elec- 
;ric  is  demonstrating 
ts  concern  about  illit- 
;racy  and  parental 
nvolvement  in  educa- 
;ion  by  running  an  ad 
:ampaign  in  Baltimore 
ising  TV,  newspapers, 
mi  transit  signs. 


support.  Jaime  Escalante, 
the  teacher  portrayed  by 
James  Olmos  in  the  film, 
received  a  major  govern- 
ment grant  to  clone  his  work, 
and  Arco  is  supporting 
targeted  funding  to  improve 
math  and  science  education. 

Equally  important  has 
been  the  Madison  Avenue- 
caliber  work  of  the  Advertising 
its  public  service  ad  campaigns 
school  dropout  and  entice  brig 
youngsters  into  teaching. 
The  council  has  for  years 
used  public  service  ads  to 
accomplish  broad,  social 
objectives  that  advance  the 
common  welfare,  but  has 
always  relied  on  copy  pro- 
duced expressly  for  the 
campaign  at  hand.  In  an 
unusual  and  productive 
departure  from  past  practice, 
the  council  turned  to  drop- 
out ads  already  created  by 
Ashland  Oil. 


"We  cannot  truly  reform  U.S.  education  until  its 
failures  become  a  national  obsession... [and  we] 
take  hold  of  the  issue  of  urban  education  with 
the  same  urgency  with  which  we  launched  the 
Marshall  Plan  to  rebuild  war-torn  Europe  after 
World  War  II." 

Terrel  H.  Bell,  Former  Secretary  of  Education 

;  Council  in  Ashland,  a  midsize  regional  oil  com- 
to  combat  pany,  devoted  its  retail  sales  advertising 
ht  and  able      budget  to  dropout  prevention  messages. 

Impressed  with  the  severity 
of  the  problem,  Ashland 
CEO  John  Hall  was  deter- 
mined to  convert  at  least 
some  of  the  company's  pro- 
motional expenditures  to 
improving  education.  The 
ads  not  only  had  a  measur- 
able impact  on  dropouts, 
they  also  increased  con- 
sumer awareness,  consumer 
approval,  and — the  bottom 
line — retail  sales.  Doing  well 
by  doing  good. 


"Okay  Mom,  c.ui  I  tin  ip  <  >iji  ik  ju:  <  )r 
d< )  I  liavc  t( )  vviiit  til  1  m  ( )ld  nil  )ugli  ti  >  drive?" 

Hjvdnippinn  .■    ,,, 


ILLITERACY  BEGINS  AT  HOML 

Parental  Support  The  m<«  im|>rt.iiit  iiij.TTYlii-ni  inviiirrliiU'-.iiii/  ,ct  it\  f 


Nearly  30  percent  of  all  children  in  the  U.S. 
are  destined  to  fail  in  school  and  in  life.  Ima.^ine 
what  kind  of  employees  they'll  make.  Unless  we 
help  them. 

A  new  documentary  called  Children /n  Nerd 
shows  how.  Based  on  the  Committee  for  Econ- 
omic Development's  report  of  the  same  name, 
and  underwritten  by  Northern  Telecom,  it  shows 
how  .^rass-i-oots  programs  throughout  the  coun- 
try are  h(^lping  children  prepare  to  succeed. 

At  Northern  Telecom,  we  know  our  future 
depends  on  ensuring  that  these  children  have 


a  jilace  in  our  engineering  labs,  our  manufactur- 
ing plants,  and  our  administrative  offices. That's 
why  we  sponsored  this  program. 

lb  find  out  how  you  can  get  more  involved 
in  improving  children's  lives  in  yoiu-  community, 
watch  for  Child)-en  in  Need  on  your  local  PBS 
station.  Or  send  for  information  on  how  to 
obtain  a  videocassette  copy  of  the  prog:i"am  by 
writing  the  Committee  for  Economic  Develop- 
ment, 477  Madison  Avenue,  New  York,  N\^ 
1()()2'2;  or  bv  calling 
1-212-688-2063. 


norfhorn 
folccoin 
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Print  media  has  been  a  powerful  tool  for 
oncerned  corporations  to  communicate 
heir  ideas  to  a  large  audience.  Whitman, 
Chicago-based  conglomerate,  sponsored 
multi-page  special  supplement  in  The 
Vail  Street  Journal  that  laid  out  a  panoram- 
:  view  of  the  nation's  education  needs 
nd  problems. 

National  consciousness-raising  can  also 
•e  pursued  by  targeting  public  television 
udiences.  With  the  direct  sponsorship  of 
>hrysler  Corporation— and  the  personal 
ivolvement  of  Lee  lacocca — Chrysler's 
rant  of  $5  million  to  "The  MacNeil/ 
,ehrer  NewsHour"  made  it  possible  for  a 
earn  of  television  journalists  to  take  on 


the  issue  of  Learning  in  America,  as  the  five- 
part  series  was  named.  Filmed  last  fall,  it 
aired  in  the  spring  of  1989,  reaching  an 

audience  of  millions,  and  is  now  available   

in  video  from  MacNeil/Lehrer  Produc- 
tions, 356  W.  58  St.,  New  York,  N.Y.  10019. 

"We  need  the  business  community  to  be  involved  in 
schools,  flat  out.... No,  we  don't  want  them  to  tell  us 
how  to  run  our  schools.  But  we  do  want  their 
suggestions  and  their  input.  It  has  been  too  long  that 
we  have  gone  our  separate  ways." 


Keith  Geiger,  President 
National  Education  Association 


STAND  AND  DELIVER 

Stand  and  Deliver  (funded  by  the  Arco 
Foundation)  is  the  true  story  of  Jaime  Esca- 
lante,  math  teacher  extraordinaire.  (The 
movie,  available  in  video,  stars  Edward 
James  Olmos  of  "Miami  Vice"  fame  and  Lou 
Diamond  Phillips  of  La  Bamba.)  Escalante, 
an  immigrant,  decides  to  use  his  math 
knowledge  teaching  in  a  tough,  inner-city 
high  school  in  Los  Angeles.  His  students 
were  low-  and  working-class  Mexican-Amer- 
icans, Chicanos— kids  of  whom  little  was 
expected  academically.  Not  surprisingly, 
since  little  was  expected  of  them,  they 
expected  little  of  themselves. 

Escalante  offers  an  AP  course,  something 
never  done  before  in  his  school.  (AP,  or 
advanced  placement,  courses  are  designed  to 
help  ambitious  and  bright  students  pass  the 
AP  tests  given  by  the  Educational  Testing 
Service.  A  score  above  three  out  of  a  possible 
five  usually  earns  a  student  advanced  stand- 
ing in  college.  Advanced  placement  courses 
are  common  in  the  nation's  fanciest  public 
and  private  schools.) 

Predictably,  Escalante  has  to  fight  the 
school  bureaucracy  as  well  as  the  kids  to  get 
accepted;  he  and  his  students  forge  ahead 
against  all  odds  and,  for  the  first  time  in  his- 
tory, a  large  number  of  inner-city  minority 


youngsters  receive  high  scores  on  the  AP 
tests.  A  triumph. 

One  issue  remains  unresolved.  Escalante 
makes  a  lot  less  money  teaching  than  he 
would  in  the  private  sector.  Why  does  he 
teach?  As  economists  know,  there  are  two 
kinds  of  income:  real  and  psychic.  We  all 
make  trade-offs  between  the  two;  Escalante  is 
willing  to  take  less  real  income  in  exchange 
for  more  psychic  income — a  sense  of  efficacy 
and  accomplishment. 

For  years,  teaching  relied  almost  exclu- 
sively on  people  like  Escalante— people  will- 
ing to  sacrifice  financial  rewards  for  a  career 
in  teaching.  How  many  people  are  willing  to 
do  so  today?  — D.P.D. 


Jaime  Escalante  in  his  Los  Angeles  classroom. 


Human  Electronics-Technology  for  the  Benefit  of  Mankind 


^uteyes  In  the  back  of  your 
fiead.  A  navigation  system  in  front 
Df  your  nose.  A  telephone  and  fax 
n  the  middle  of  everything. 


^  map  pinpointing  traffic  jams  flashes 
icross  your  car's  video  monitor  An- 
)ther  monitor  shows  you  right,  left  and 
ear  views.  All  this  as  well  as  a  voice 
:ommand  phone  and  mobile  fax  are  but 
I  few  of  the  advanced  electronic  sys- 
ems  that  Matsushita  Electric  is  work- 
ng  on  today,  to  make  driving  safer, 
easier  and  more  convenient  tomorrow. 


fou're  late  for  work,  heading  toward  a  traffic 
am  and  there's  nothing  you  can  do  about  it. 
n  the  future,  this  may  not  be  a  problem  because 
)f  the  advanced  automotive  electronic  systems 
inder  development  at  Matsushita. 

/ISUAL  INFORMATION  SYSTEM 

Jhould  you  take  the  highway  or  the  boulevard? 
)r  maybe  the  back  roads?  Someday,  your  car's 
lavigation  system  will  take  care  of  all  that.  A 
lavigation  map  will  show  you  traffic  jams  on  a 
ophisticated  video  screen  and  show  you  exactly 
vhere  you  are.  So  you  can  choose  the  fastest, 
nost  efficient  alternate  route. 

Today,  you  glance  down  to  see  the  speed- 
)meter,  up  for  the  rear  view  mirror,  left  and  right 
or  side  views.  Matsushita  is  working  on  a  sys- 
em  that  will  replace  side  and  rear  view  mirrors 


with  video  cameras  and  monitors.  And  a  unique 
Head-Up  Display  located  in  your  line  of  sight 
will  show  you  speed,  fluid  levels  and  a  map.  So 
you  should  never  have  to  take  your  eyes  off 
the  road. 

THE  COMMUNICATIONS  CENTER 

To  make  your  time  on  the  road  more  productive, 
Matsushita  is  developing  a  mobile  fax  that  will 
connect  your  car  to  your  office,  home  and  be- 
yond. A  voice  command  mobile  phone  lets  you 
call  anyone  by  simply  saying  his  name  out  loud. 
In  any  pre-programmed  language.  And  linked 
with  Matsushita's  home  automation  technology, 
the  sound  of  your  voice  will  lock  or  unlock  the 
front  door  of  your  home,  turn  on  the  microwave 
oven  or  turn  on  your  air  conditioner  All  from 
your  car 

HUMAN  ELECTRONICS 

Advanced  electronic  systems  like  these  are  an 
example  of  how  Matsushita  Electric  is  devoted  to 
the  concept  of  Human  Electronics.  Matsushita's 
objective  is  to  research,  develop  and  market 
products  that  make  life  richer,  safer  and  more 
comfortable.  These  products  are  sold  under  the 
brand  names  Panasonic,  Technics,  Quasar  and 
National.  In  1988,  Matsushita's  consolidated 
sales  volume  surpassed  $41.7  billion.  All  a  direct 
result  of  a  single-minded  philosophy:  Don't 
create  new  technology  for  technology's  sake,  but 
for  man's  sake. 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR  NATIONAL 
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A+  ForKidSy  another  significant, 
broad-based  education  project,  produced 
by  WWORTV  (New  York),  is  designed  to 
increase  business,  community,  and  paren- 
tal involvement,  and  to  provide  teacher 
support.  Its  on-air  activities  include  regu- 
lar prime-time  special  reports  on  topics 
ranging  from  teen  pregnancy  and  early 
childhood  education  to  the  growing  move- 
ment to  teach  values  in  schools.  A  +  For 
Kids  is  also  active  in  the  communities 
with  special  initiatives,  including  the  A  + 
For  Kids  Teacher  Network,  a  nonprofit 
foundation  comprising  more  than  32,000 
teachers.  The  foundation  disseminates 
outstanding  teaching  ideas,  recognizes 
good  teachers,  and  in  doing  so,  aims  to 
keep  them  teaching. 

fU\1 


"American  education  has  made  some! 
undeniable  progress  in  the  last  few 
years ....  But  we  are  certainly  not  » 
doing  well  enough,  and  we  are  not  It  m 
doing  well  enough  fast  enough." 

William  J.  Bennett 
Former  Secretary  of  Education 


CORPORATE  ACADEMIES 

Business  interest  in  education  reform 
takes  many  forms,  and  one  of  the 
most  productive  has  been  the  crea- 
tion of  "academies"  designed  to  capi- 
talize on  business  expertise  and  interest. 
Two  of  the  most  notable  have  grown  inde 
pendently  of  each  other,  but  reflect  similar 
interests  and  emphasis.  American  Express, 
for  example,  has  created  the  National 
Academy  Foundation,  to  support  acade-  fisei 
mies  in  public  schools.  iHf*' 

Based  on  early  success  with  "finance 
academies,"  they  serve  as  the  model  for  ^| 
an  enlarged  program;  American  Express 
provided  the  "venture"  capital,  and  the 


^ 

■  ^  ^  ' 


Roger  Mudd  takes  a  calligraphy  class 
in  Japan  during  filming  of  the  "Learning 
in  America"  series  funded  by  Chrysler 
and  shown  on  the  "MacNeil/Lehrer 
NewsHour"  last  spring. 


i 
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merican  Express  CEO 
ames  D.  Robinson  III 
hares  his  financial 
Kpertise  with  students 
t  a  New  York  City 
nance  academy, 
jnded  by  the  National 
cademy  Foundation. 


public  schools  provided  the  operating  funds. 
American  Express  stays  in  for  three  years, 
to  get  the  academy  up  and  operating,  and 
then  the  baton  is  passed  to  the  school  system . 
Here  is  a  partnership  with  teeth.  Eager  to 
build  on  demonstrated  success — as  any 
effective  company  is — the  foundation  will 
go  beyond  financial  service  academies. 
Foundation  President  and  former  Secre- 
tary of  Labor  William  Brock  and  Chair- 
man Vernon  Jordan  Jr.  have  been  joined 
by  a  distinguished  board  that  includes 
Ernest  Boyer,  Albert  Shanker,  Jeffrey 
Lane,  president  of  Shearson  Lehman  Hut- 
ton,  David  Kearns,  and  Ann  McLaughlin, 
former  U.S.  secretary  of  labor. 

In  the  finance  academies,  juniors  and 
seniors  from  selected  high  schools  gain 
real-time  experience  with  finance  issues.  In 
addition  to  classes  during  the  week,  acad- 
emy students  are  employed  by  American 
Express  in  the  summer  between  junior 
and  senior  years  and  after  graduation. 
One  secret  of  academy  success  is  that  grad- 
uates are  assured  job  placement  after  com- 
pleting high  school  or  earning  an  AA 
or  AB. 

Ironically,  the  graduates  haven't  all 
joined  American  Express;  some  have  gone 
to  work  for  the  competition,  and  Ameri- 
can Express  views  this  as  a  true  sign  of 
success. 


Before  its  acquisition  by  Grand  Metro- 
politan of  the  United  Kingdom,  Burger 
King  Corp.  designed  an  academy  program 
of  its  own,  to  prepare  youngsters  for  work 
in  the  restaurant  industry.  Hardworking, 
ambitious  youngsters — who  learn  the 
ropes — can  parlay  a  fast-food  clerk's  job 
into  restaurant  management  or  even  own- 
ership. With  the  average  restaurant  man- 
ager in  his  early  20s,  fast-food  experience 
is  an  important  proving  ground  for  young 
workers  who  hope  to  own  their  own  busi- 
nesses. Grand  Metropolitan,  in  turn, 
plans  to  introduce  a  similar  program  in  the 
United  Kingdom. 

In  addition  to  its  academy  program, 
Burger  King  has  developed  a  "private  sec- 
tor GI  Bill"  in  which  workers  can  earn  up 
to  $2,000  in  scholarships  to  attend  trade 
or  technical  school,  college,  or  university. 
Like  most  of  the  "best"  business  programs 
that  invest  in  education,  these  scholar- 
ships are  not  philanthropic:  They  provide 
corporate  rewards  as  well,  significantly 
reducing  turnover,  the  bane  of  the  restau- 
rant industry. 

Burger  King's  most  visible  program, 
however,  is  In  Honor  of  Excellence,  which 
it  has  hosted  for  the  past  five  years.  In 
cooperation  with  the  Council  of  Chief 
State  School  Officers  and  the  National 
Association  of  Secondary  School  Princi- 


rUDEK 
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Interaction  Is  key  at  the  Burger  King  Academy  in  Phila- 
delphia's Washington  High  School.  Only  15  to  20  stu- 
dents make  up  each  class  at  the  academy,  a  school  of 
choice  designed  to  meet  the  needs  of  at-risk  students. 


E45 


The  return 

on  some 
investments 
is  impossible 

to  measure. 


sea 


The  Equitable  believes  that  the  future  depends  on 
children  in  schoolrcxDms.  That's  why  we  invest  time, 
energy  and  dollars  on  education,  on  teaching  people  how 
to  make  a  living  and  how  to  make  a  life. 

Businesses  have  the  capacity — and  the  responsibility — 
to  be  a  strong  force  for  change.  At  The  Equitable,  we  are 
working  to  implement  change  in  American  education. 
Our  money  and  our  people  are  at  work  in  communities 


across  the  country  helping  students,  teachers  and 
administrators  build  a  better  educational  system. 
There's  no  investment  more  important  or  rewarding 

TheEOUITABLE 

Financial  Companies 

We  Have  Gre/XI  Plans  For  You. 
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5,  Burger  King  invites  the  50  teachers 
1  50  principals  of  the  year  to  a  five-day 
linar  during  which  the  nation's  educa- 
1  leaders  make  presentations.  The 
nt  honors  teachers  and  principals — as 
events  do — and  helps  create  a  lasting 
work.  Its  high  point  is  the  award  of  a 
,000  prize  to  the  American  who  did  the 
st  to  improve  education  in  the  preced- 
year.  In  1988  the  winner  was  Lamar 
ixander,  former  governor  of  Tennessee 
i  former  chairman  of  the  National 
pernors'  Association,  who  graciously 
nated  the  prize  to  the  University  of  Ten- 
;see  and  a  rural  school  district  in  Clay 
>unty,  Tennessee. 

rhe  most  ambitious  corporate  academy 

rhe  Corporate/Community  Schools  of 

nerica  (C/CSA),  a  not-for-profit  coali- 

n  of  business  executives,  concerned 

jcators,  and  community  leaders  work- 

;  to  reform  urban  public  education. 

CSA  establishes  and  operates  business- 

)nsored  elementary  schools  grounded  in 

ind  research,  successful  teaching  meth- 

s,  and  "market-driven"  innovations. 

C/ CSA's  vision  is  based  on  10  proven 

nciples  for  educational  success: 

A.  philosophy  for  educating  children 

A  strong  principal 

A  highly  professional  faculty 

Safe,  clean,  and  adequately  equipped 

physical  facilities 

Early  childhood  education 

A  nongraded  curriculum 

Culturally  appropriate  instructional 
experiences  and  materials 
Year-round  schooling 
Strong  parental  and  family  involvement 
A  support  system  of  resources 
Beginning  the  change,  C/CSA  opened 
lagship  school  in  Chicago  in  September 
58  to  serve  150  pre-primary-level  chil- 
in  from  ages  2  through  8.  Its  goals 
:lude:  providing  parents  of  enrolled  chil- 
m  with  opportunities  to  join  the 
lool's  learning  community,  establishing 
irogram  to  connect  families  with  social 
vice  agencies;  developing  systems  to 


measure  students'  physical,  emotional, 
social,  and  academic  development;  forging 
strong  ties  with  universities  to  conduct 
educational  research  and  to  develop  coop- 
erative programs;  initiating  working  part- 
nerships with  local  public  schools  to  share 
information;  continuing  to  establish 
strong  ties  with  Chicago's  educational. 


"This  year  nearly  1  million  youngsters  will  leave  high 
school  without  graduating,  and  most  of  them  will  be 
marginally  literate  and  virtually  unemployable.... 
Literate,  skilled  and  adaptable  people  are  our 
nation's  most  precious  resource." 

Children  in  Need 

Committee  for  Economic  Development 

business,  union,  and  legislative  leaders  to 
encourage  public  school  adoption  of  the 
principles  and  methods  demonstrated  in 
the  school;  and  working  with  the 
National  Advisory  Board  to  establish  the 
roots  of  C/CSA  programs  in  other  cities. 

Supported  exclusively  with  corporate 
funds,  the  "corporate  community  school" 
is  a  private  school  in  fact  but  a  public 
school  in  purpose.  Begun  with  grants  from 
United  Airlines  and  Sears,  Roebuck  &. 


Five-year-olds  are  part  of  the  story  in  Delois  Ready-Hayman's  class  at  Chicago's 
Corporate/Community  School.  The  Language  Enrichment  Program  at  the  school 
emphasizes  vocabulary  and  reading  comprehension. 


This  is  wiiat  we  call  return  on  invest- 
ment, if  s  not  in  oil,  or  cliemicals,  or 
refining.  It's  in  learning.  We're  in- 
vesting in  today's  children  through 
a  unique  program  in  Cleveland  that 
actually  puts  money,  up  to  $6,000, 
into  escrow  for  a  student's  college 
education.  A  serious  student  can 
cost  us  a  lot.  But  kids  who  fail  to 
learn  will  cost  us  a  lot  more. 
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Co.,  the  financial  contributors  include 
Arthur  Andersen     Co.,  Baxter  Founda- 
tion, Commonwealth  Edison  Foundation, 
Quaker  Oats,  Whirlpool,  and  Oprah 
Winfrey. 

The  corporate  community  school  runs 
on  the  same  budget  as  the  Chicago  public 
schools.  Like  the  public  schools,  it  accepts 
students  frOm  the  neighborhood,  but  pop- 
ularity dictates  use  of  a  lottery  for  admis- 
sions. The  corporate  community  school's 
long  suit  is  that  its  principal  and  teachers 
can  provide  an  education  free  from  the 
bureaucracy  of  a  big-city  school  system. 

The  school's  purpose  is  to  design,  cre- 
ate, and  run  an  education  program  on  the 
same  budgetary  terms  as  a  public  school, 


yet  produce  outcomes  that  most  inner-city 
schools  only  dream  about. 

In  addition  to  direct  and  indirect  sup- 
port for  operating  programs  in  the  public 
schools,  a  number  of  corporations  have 
begun  to  invest  in  private  schools,  princi- 
pally inner-city  Catholic  schools.  Catholic 
schools  of  the  inner  city  have  begun  to 
serve  large  numbers  of  black  families,  few 
of  whom  are  Catholic.  Dow  Chemical,  for 
example,  has  provided  generous  financial 
support  to  Provident-St.  Mel  in  Chicago, 
until  recently  a  diocesan  school.  In  addi- 
tion, Dow  has  featured  the  school  in  an 
effective  advertising  campaign,  stressing  its 
role  in  supporting  first-class  education  in 
the  inner  city. 


I 


TEACHER  UNIONS 


No  discussion  of  the  role  of  the  private  sector 
and  education  would  be  complete  without 
mentioning  unions.  In  the  face  of  declining 
union  membership  in  the  economy  as  a 
whole,  teachers  are  the  most  heavily  union- 
ized group  of  workers  in  the  nation.  And 
their  unions  are  vigorous.  The  larger  of  the 
two,  the  National  Education  Association 
(NEA),  has  been  the  more  cautious  about 
restructuring  and  education  "choice,"  calling 
for  limited  programs  in  each  area.  By  way  of 
contrast,  the  American  Federation  of  Teach- 
ers (AFT)  has  been  extraordinarily  bold  in 
its  call  for  restructuring,  choice,  teacher  pro- 
fessionalism, testing  and  measurement,  and 
school  reform. 

The  difference  between  the  two  unions  is 
not  just  "we  try  harder,"  but  a  function  of  his- 
tory and  organization.  For  many  years  the 
NEA  was  a  "professional  association"  of  edu- 
cators, including  members  who  represented 
"management"  — principals,  superintend- 
ents, and  the  like— effectively  run  by  a  pro- 
fessional staff  (the  president  could  serve  only 
two  terms).  When  NEA  became  a  union,  the 
management  members  left  to  form  their  own 
associations  (such  as  the  National  Associa- 


tion of  Secondary  School  Principals),  and 
the  new  NEA  sailed  uncharted  waters. 

Until  the  presidency  of  Mary  Hatwood 
Futrell,  the  NEA  leadership  had  drifted  well 
left  of  its  membership.  She  brought  the  NEA 
back  into  the  mainstream,  and  her  successor, 
Keith  Geiger,  promises  to  pursue  her  goals. 

In  sharp  contrast,  the  AFT  was  modeled 
on  the  trade  and  craft  unions  of  the  AFL- 
CIO.  For  the  past  15  years  it  has  been  run  by 
Al  Shanker,  a  skillful,  highly  intelligent,  and 
powerful  president.  A  street-wise  intellec- 
tual, Shanker  is  equally  at  home  at  the  bar- 
gaining table  and  in  the  boardroom.  He  was 
an  influential  adviser  to  the  Committee  for 
Economic  Development  as  it  developed  its 
policy  statements  on  education  and  youth, 
and  he  has  become  an  outspoken  proponent 
of  public  school  choice. 

Together  the  two  unions  have  the  capac- 
ity to  block  any  reform  efforts  that  come 
along — or  to  make  them  work.  Without 
teacher  support,  restructuring  will  not  occur. 
With  it,  it  might.  Second  only  to  students, 
teachers  have  the  most  riding  on  the  success 
— or  failure — of  the  "excellence  movement." 

-D.PD. 
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It's  time  to  listen  to 

the  voices  of 
American  education. 


"Companies  should  have  more 
programs  to  help  kids  stay  in 
-  school."  Matthew  Bei^, 
Student,  Miami,  FL. 


"It's  vital  that  business  help  develop 
more  programs  designed  to  attract 
qualified  teachers."  Belinda 
Jackson,  Student  leacher. 
Stone  Mountain,  GA. 


"Particularly  in  rural  schools,  there 

is  a  lack  of  even  the  most  basic 
resources.  Business  could  help  at 
many  levels."  Pat  Shoopman, 
Teacher,  Madisonville,  TN. 


"Business  needs  to  show  students 
the  relationship  between  a  good 
education  and  a  good  job." 
Julian  Todd,  Principal, 
Birmingham,  AL. 


The  future  of  American  business  isn't  on  Wall  Street. 
It's  in  the  classroom. 

And  if  we're  going  to  stay  at  the  top  of  an  in- 
creasingly competitive  world  environment,  the  busi- 
ness community  needs  to  provide  our  young  people 
with  the  support  and  resources  that  will  allow  them 
to  excel. 

At  BellSouth,  we're  pleased  to  be  a  part  of  the 
growing  movement  within  the  business  community 
to  support  education.  We're  involved  with  a  number 
of  programs  focusing  on  the  years  kindergarten 
through  high  school. 

Programs  like  Southern  Bell's  "Big  Friend',' 
which  exposes  middle  school  students  like  Matthew 
Berg  to  the  adult  roles  of  teacher,  aitor  and  friend  for 


struggling  younger  inner-city  children. 

Or  the  consortium  of  historically  black  colleges 
funded  by  the  BellSouth  Foundation  to  encourage 
students  like  Belinda  lackson  to  become  teachers. 

South  Central  Bell's  Mini-Grant  program 
awards  funds  to  teachers  like  Pat  Shoopman  to  try 
creative  ideas  in  the  classroom. 

And  the  BellSouth  program  for  principals,  at- 
tended by  lulian  Todd,  provides  useful  leadership  and 
management  development  which  usually  only  cor- 
porate America  can  afford. 

At  BellSouth,  we're  proud  of  our  many  educa- 
tional programs.  And  we  urge  the  entire  business 
community  to  get  involved.  Because  an  investment 
in  education  pays  dividends  for  generations. 


£  1989  BellSouth  Corporation 
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Camaraderie  is  the 
message— and  the 
medium  is  counseling, 
motivating,  and  teach- 
ing basic  sicills.  The 
creative  arts  program 
at  Chicago's  Youth 
Guidance  agency 
encourages  youngsters 
to  mtk  together  to  see 
a  project  through  from 
start  to  finish. 
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"REFORM"  GOVERNORS 

Although  business  support  for  school 
reform  initiatives  is  less  apparent 
than  operating  programs,  it  is  no  less 
powerful.  A  potent  source  of  broad- 
gauged  school  reform  has  been  at  work  in 
state  capitals.  The  nation's  "education 
reform  governors"  have  relied  on  the  busi- 
ness community  for  support  and  assist- 
ance as  they  push  through  major  reform 
packages. 

Jim  Hunt,  when  governor  of  North 
Carolina  in  the  late  1970s,  created  the 


"Schools  struggle  to  survive  in 
a  climate  of  neglect  . . .  peeling 
paint,  cracked  plaster,  torn 
window  shades  and  broken 
furniture  ...  no  one  even  seems 
to  notice.  ...  A  good  building 
does  not  necessarily  make  a 
good  school.  But  the  tacit  mes- 
sage of  physical  indifference  . . . 
is  not  lost  on  students —  Stu- 
dents' conduct  seems  simply  an 
extension  of  the  . . .  environ- 
ment that  surrounds  them  ... 
it  is  not  possible  to  have  an 
island  of  excellence  in  a  sea  of 
indifference." 

Imperiled  Generation:  Saving  Urban  Schools 
Carnegie  Foundation  Special  Report 


North  Carolina  School  of  Science  and 
Mathematics,  a  statewide  public  boarding 
school.  Seed  money,  extra  operating 
funds,  and  gifts  of  equipment  and  time 
were  provided  by  individuals,  founda- 
tions, and  corporations  in  the  amount  of 
$7.5  million  to  help  launch  the  school. 
Major  corporate  contributors  included 
Nabisco,  Digital  Equipment  Corp.,  Bur- 
roughs Wellcome,  Burlington  Industries, 
American  Brands,  and  Goodyear. 

And  the  important  gifts  are  not  all 
counted  in  six  figures.  Charles  Eilber,  the 
Science  and  Mathematics'  founding  head- 
master, reported  that  one  of  the  school's 
important  corporate  sponsors  contributes 
"pin"  money  for  youngsters  with  health, 
family,  or  personal  problems  for  which 
there  is  no  ordinary  "appropriation."  Bus 
fare  home  to  visit  a  sick  family  member  or 
money  to  buy  a  pair  of  shoes  can  make  a 
crucial  difference  in  the  life  of  an  adoles- 
cent who  finds  boarding  school  an  intimi- 
dating, if  exciting,  experience. 

Other  education  reform  governors  have 
turned  to  the  business  community  for  sup- 
port as  well;  most  importantly  for  help 
with  the  state  legislature  and  the  public  at 
large,  whether  the  issue  is  raising  stand- 
ards or  raising  taxes.  The  list  of  reform 
governors  includes  both  Republicans  and 
Democrats,  but  is  made  up  largely  of  gov- 
ernors of  the  smaller  states:  Arkansas, 
Tennessee,  South  Carolina,  Mississippi, 
Minnesota,  New  Jersey.  When  he  was  gov- 
ernor, Lamar  Alexander,  now  president  of 
the  University  of  Tennessee,  devoted  most 
of  his  energies  to  school  reform  and 
renewal,  driven  by  his  conviction  that 
education  was  central  to  Tennessee's  com- 
petitive position. 

Bill  Clinton,  governor  of  Arkansas,  has 
the  same  sense  of  mission:  The  future  of 
Arkansas  is  revitalized  education  and 
Clinton  has  invested  enormous  amounts 
of  political  energy  in  education  reform. 
Richard  Riley,  the  former  governor  of 
South  Carolina,  and  Tom  Kean,  governor 
of  New  Jersey,  are  also  convinced  of  the 
importance  of  education  and  have  gone  to 
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lie  right  to  know,  understand,  and  participate  is 
asic  to  a  free  society  and  to  liuman  dignity.  We  must 
}i(indle  tlie  expectation  tliat  many  of  our  parents 
nd  grandparents  liad  for  us— ttiat  we  prosper 
trough  education!" 

Rudy  Perpich,  Governor,  Minnesota 


the  mat  repeatedly  to  keep  reform  alive. 
The  process  has  been  both  exhilarating 
and  painful. 

Riley  left  office  with  justifiable  pride 
that  his  reform  package,  pushed  through 
the  legislature  with  the  strong  support  of 
the  business  community — represented  by 
Citizens  and  Southern  National  Bank, 
Bowater,  Inc.,  Springs  Industries,  and  oth- 
ers—had led  to  the  biggest  climb  of  SAT 
scores  in  the  nation.  But  education  reform 
is  not  all  fun  and  games.  Governor  Kean, 
taking  a  page  from  business'  book,  pro- 
posed "educational  bankruptcy"  for 
school  districts  that  fail — demonstrably— 
to  meet  their  educational  obligations  to 
their  communities.  His  plan  is  simple  and 
direct:  Put  failing  school  districts  into  aca- 
demic receivership,  appoint  a  master  to 
run  them  until  they  are  back  on  their  feet, 
and  then  return  them  to  their  owner,  the 
school  board.  Kean  has  been  sued  for  his 
pains,  and  the  verdict  is  still 

not  in — in  New 


Jersey.  Four  other 
states  have  adopted  school  bankruptcy 
laws  as  the  reform  movement  marches  on, 
and  the  practice  is  likely  to  gain  in 
popularity. 


New  Jersey's  Governor  Thomas  H.  Kean  teaches 
a  third  grade  geography  class  at  the  Sylvan  School  in 
Rutherford. 


Governor  Rudy  Perpich  of  Minnesota 
invested  a  great  deal  of  political  energy  and 
goodwill  in  a  major  reform  effort.  The 
focus  of  his  reform  is  education  choice,  a 
"public"  market,  in  which  schools  compete 
for  clients  and  students  choose  among 
schools.  He,  too,  has  found  the  support  of 
the  business  community  essential  to 
progress.  The  Minnesota  Business 
Partnership — with  such  active  firms  as 
U.S.  West,  3M,  Cray  Research,  Unisys, 
and  General  Mills —  raised  substantial 
funds,  allowing  a  major  study  of  Min- 
nesota schools  and  targeting  recommen- 
dations to  the  governor  and  legislature. 
The  Minnesota  "choice"  initiative  is  the 
subject  of  interest  in  other  states  as  well. 
In  Arkansas,  Governor  Clinton  has 
signed  "education  choice"  legislation  into 
law,  and  it  is  high  on  the  reform  agenda  in 
Iowa.  Dr.  William  Lepley,  director  of  the 
Iowa  Department  of  Education,  reports 
that  some  of  the  most  rigorous  choice 
advocates  are  young  farmers. 
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Possessing  graduate  degrees  and  relying 
as  heavily  on  computers  as  tractors,  Iowa's 
modern  farmers  are  a  strong  voice  for  edu- 
cation excellence. 

The  success  of  various  gubernatorial  ini- 
tiatives is  itself  a  commentary  on  the 
strength  of  the  federal  system.  Education 
reform  is  clearly  a  national  issue,  but  it  is  a 
state  imperative  as  well.  Constitutional 
responsibility  for  education  resides  with  the 
states,  and  the  nation's  governors  are  rising 
to  the  challenge.  In  California,  for  example. 


President  George  Bush 
listens  attentively  to  a 
question  from  a  student 
in  RS  14P,  East  Harlem, 
N.Y.IEie  President  toured 
schools  participating  in 
Cities  In  Schools, 
a  dropout  prevention 
program. 


the  California  Business  Roundtable 
financed  a  major  study  of  elementary  and 
secondary  education,  leading  to  sweeping 
reform  in  that  state.  Indeed,  in  the 
nation's  largest  state,  both  the  governor 
and  state  legislature  were  slow  to  act  on  a 
education  reform  agenda,  and  it  took  the 
roundtable,  with  the  leadership  of  the 
now  retired  Cornell  Maier,  former  CEO  o 
Kaiser  Aluminum,  to  force  the  issue. 

The  California  roundtable's  concerns 
are  in  many  respects  typical  of  the  business 


CITIES  IN  SCHOOLS 

Cities  in  Schools  (CIS),  Washington,  D.C.,  is 
one  of  those  rare,  genuinely  bipartisan  pro- 
grams that  enjoys  the  active  support  of  former 
First  Lady  Rosalyn  Carter  and  current  First 
Lady  Barbara  Bush.  Its  purpose  is  simple: 
"reconnecting  the  disconnected."  The  plan's 
originator.  Bill  Milliken,  speaks  from  experi- 
ence. A  product  of  Pittsburgh's  mean  streets, 
Milliken  is  a  school  "dropout"  who  has  dropped 
back  into  society  with  a  powerful  message: 
There  are  three  places  to  save  our  kids — the 
streets,  prison,  or  the  schools. 

Milliken  is  convinced  that  schools  are  the 
natural  places  of  community  concern  and 
interest,  that  they  should  be  an  oasis  of  care 
and  concern  for  the  disadvantaged  and  dispos- 
sessed. With  proper  organization  and  vigil,  they 
can  be. 

Tventy  years  ago,  with  the  support  of  a  friend 
—  and  former  heroin  addict — Milliken  dedi- 
cated himself  to  serving 
kids  at  risk  and  began  a 
"street  ministry"  in 
Harlem.  From  there  he 
began  a  series  of  "street 
;)cademies,"  later  adopted 
by  the  N.Y.  Urban  League 
to  serve  at-risk  youngsters 
in  a  small,  intimate,  and 
supportive  setting. 

Since  those  humble  a 

US 

beginnings,  Milliken  has  s 


successfully  sought  the  support  of  corporate 
America  to  help  underwrite  his  rescue  opera- 
tion; the  dozens  of  supporters  include  major 
corporations  such  as  General  Foods,  BellSouth, 
GTE,  Amoco,  Coca-Cola,  and  Federated 
Department  Stores. 

CIS  is  not  the  product  of  educators,  but  of 
individuals  who,  like  Milliken,  believe  that 
schools  are  where  the  action  should  be.  The 
program  establishes  partnerships  in  com- 
munities, between  businesses  and  the  schools 
as  well  as  other  public  sector  service  providers: 
health,  welfare,  juvenile  justice.  The  purpose  is 
not  just  "one-stop  shopping"  for  social  services, 
but  to  give  youngsters  the  sense  that  there  are 
caring  adults  who  can  help  them  over  the 
rough  spots. 

A  typical  CIS  program  (if  there  is  one)  is  an 
Atlanta-based  alternative  school  on  the  sixth 
floor  of  Rich's  department  store.  Few  of  the  kids 
enrolled  had  ever  seen 
an  adult  with  regular 
work  habits,  and  few  of 
the  adult  mentors 
involved  in  the  project — 
many  from  Rich's — had 
ever  worked  with  trou- 
bled youngsters.  Were  it 
not  for  the  unconven- 
tional location,  neither 
would  know  about  the 
other  -D.PD. 
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fleet  a  bunch  of  12-year-olds  who 
ire  working  their  way  through  college. 


In  the  next  six  years,  each 
of  these  7th  graders  will  have  a 
chance  to  earn  $6,000  for  college 
or  training  after  high  school. 
Every  time  they  earn  a  good 
grade  in  certain  academic 
courses,  money  gets  added  to 
their  personal  scholarship 
fund.  The  money  comes  from 
Scholarship-in-Escrow,  a  part 
of  The  Cleveland  Initiative 
for  Education. 

The  Cleveland  Initiative 
was  developed  by  the  Greater 
Cleveland  Roundtable  and  the 

©TRW  Inc..  19S9  TRW  is  the  name  and  mark  of  TRW  Inc. 


Cleveland  Public  Schools.  In 
addition  to  scholarships,  the 
program  provides  job  readiness 
training  for  high  school  students 
and  helps  students  find  work. 

TRW  believes  in  the 
program  so  much  that  in  1988 
we  pledged  our  largest  com- 
munity project  grant  ever  — 
$1.2  million. 

If  you  would  like  to  know 
more  about  our  corporate  con- 
tributions, write  to  TRW  Inc., 
Dept.  CA,  1900  Richmond  Road, 
Lyndhurst,  Ohio  44124. 
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community  nationally;  the  members  were 
convinced  that  California  could  not  com- 
pete domestically  or  internationally  with 
second-class  schools.  In  many  respects, 
California  is  more  than  a  microcosm  of 
the  nation;  it  represents  a  preview  of 


Los  Angeles  students  in  Junior  Achievement's  junior 
high  school  program,  Project  Business,  learn  how  the 
economy  affects  individuals  through  lessons  focusing 
on  government  and  personal  finance. 


things  to  come.  In  the  Los  Angeles  City 
Unified  School  District,  for  example,  82 
languages  are  spoken.  The  minority 
enrollment  at  the  flagship  campus  of  the 
University  of  California,  Berkeley,  will 
soon  be  in  the  majority,  as  it  will  at  her  sis 
ter  UCLA  campus— the  first  such  exam 
pies  in  the  country. 


i  LOCAL  INITIATIVES 
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Business  involvement  is  not  limited  to 
statewide  organizations.  Chicago 
United,  a  group  of  minority  and  nonf"-™^^ 
minority  business  leaders  in  Chicago 
has  underwritten  major  education  efforts, 
including  recommendations  that  the  state 
personal  and  corporate  income  taxes  be 
increased  to  improve  education — subject 
to  assurances  that  more  money  will  pro- 
duce better  schools.  Major  participants 
include  Amoco,  Harris  Trust  &  Savings 
Bank,  Carson  Pirie  Scott  Co.,  Inland  Stee 
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idustries,  Illinois  Bell,  Aranda/Bechily 
ic,  and  Johnson  Products. 
More  traditional  business  organizations 
t  the  national  level  have  played  key  roles 
1  raising  the  nation's  awareness  of  educa- 
on  problems — the  Committee  for  Eco- 
omic  Development,  the  National 
dliance  of  Business,  the  U.S.  Chamber  of 
Commerce— and  their  broad-brush 
pproach  is  mirrored  at  the  junior  high 
:hool  level  by  organizations  like  Junior 
S^chievement.  Across  the  nation.  Junior 
Achievement  programs  bring  local 
usinesspersons  into  close  contact  with 
sachets  and  students,  reinforcing  the 
nportance  of  the  free-enterprise  system  in 
Genomics  courses  using  Junior  Achieve- 
:ient  materials.  Recently  the  organization 
las  launched  a  nationwide  teacher-recog- 
lition  program  for  high  school  economics 
eachers,  24  of  whom  are  honored,  and 
ttend  a  seminar,  at  Junior  Achievement 
leadquarters  in  Colorado  Springs. 


Baltimore  Gas  and  Electric  education  coordinator  Alice  Loving,  who  works  with 
teachers  at  Steuart  Hill  Elementary  School,  talks  to  students  about  community 
volunteer  programs. 
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But  in  today's  business  climate, 
you  can't  lack  impact. 

The  HP  DeskJet  PLUS  printer 
gives  you  the  credibility  that  only 
laser-quality  text  and  graphics 
can  deliver.  And  because  it's  based 
on  our  advanced  Inkjet  technol- 
ogy, DeskJet  PLUS  is  whisper- 


quiet,  twice  as  fast  as  the  original 
DeskJet  printer,  and  it  fits  neatly 
on  your  desk.  All  for  only  $995.* 

Call  1-800-752-0900,  Ext.  290E 

for  your  nearest  authorized  HP 
dealer.  And  start  getting  that 
certain  something. 

There  is  a  better  way. 
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ILLITERACY 

Equally  impressive — and  just  as  impor- 
tant— is  the  private-sector  interest  in 
illiteracy.  More  than  27  million  Amer- 
icans over  the  age  of  17  are  function- 
ally illiterate.  They  can't  read  or  write  well 
enough  to  fill  out  a  job  application,  write  a 
check  or  letter,  understand  a  newspaper 
headline,  read  information  on  who  is  run- 
ning for  office,  or  balance  a  checkbook. 

Functional  illiteracy  is  a  challenge  to  all 
Americans  and  a  debilitating  problem  for 
business.  The  loss  in  human  capital  is 
costly  and  growing  every  year.  Writing 
more  than  30  years  ago,  Nobel  Laureate 
Milton  Friedman  noted  that  only  in  the 
modern  world  does  literacy  cease  to  have 
marketable  value — no  longer  do  we  see 
scribes-for-hire  in  the  marketplace.  But 


true  literacy  has  never  been  more  valuable 
To  be  illiterate  in  a  modern  economy  is  to 
be  condemned  to  hard  labor! 

The  public  sector  is  poorly  organized  to 
deal  with  illiteracy  once  a  child  has  left  ele 
mentary  or  secondary  school.  Too  old,  toe 
timid,  or  too  uncertain  to  return  to  con- 
ventional school,  the  functional  illiterate 
— by  definition — cannot  do  college-level 
work  or  absorb  serious  technical  or  voca- 
tional training.  The  functional  illiterate  is 
doubly  disadvantaged  because  his  lack  of 
skills  makes  it  all  the  more  difficult  to 
acquire  them. 

The  basic  solution  to  functional  illiter- 
acy lies  in  early  education — preschool  as 
well  as  K-12.  Additionally,  massive  pro- 
grams are  needed  to  cope  with  adult  illiter 
acy.  We  must  encourage  a  love  of  reading, 
writing,  and  arithmetic  before  children 


JELI^O  READING  ROCKET 

The  jell-O  Reading  Rocket  program,  created 
by  the  Children's  Television  Workshop,  is 
designed  to  reach  one  million  children  in 
grades  2,  3,  and  4.  Its  objective  is  to  generate 
excitement,  motivation,  and  a  love  of  books 
as  well  as  involve  parents  in  their  children's 
reading  development.  Boston,  Indianapolis, 
Portland,  Ore.,  Lansing,  Mich.,  Milwaukee, 
Minneapolis,  Phoenix,  Ariz.,  Pittsburgh,  and 
Providence,  R.I.,  were  chosen  as  host  cities  for 
this  special  event. 

The  program  consists  of  a  packet  that 
udes  the  32-page  storybook  The  Great 
ace  Chase,  a  16-page  teacher's  guide,  a 
teacher  pact,  a  16-by-2 1-inch  poster,  24  activ- 
ity sheets,  and  instructions  to  help  children 
create  their  own  activities.  Award-winning 
hildren's  book  author  Jack  Prelutsky 
helped  launch  the  program  at  the  selected 
sites  this  summer.  Festivities  included  a 
blast-off  celebration  and  puppet  show  by 
the  Jell-O  Reading  Rocket  Players.  All 
materials  and  events  were  provided  by 
General  Foods.  — D.P.D. 
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"The  harsh  truth  is  that  school  reform  is  failing  in 
the  inner  city  because  the  diagnosis  is  wrong. 
Formulas  for  renewal — more  homework,  more 
testing,  more  requirements  for  graduation — work 
best  for  schools  that  already  are  succeeding  and 
for  students  who  are  college-bound. . .to  require  a 
troubled  student  in  an  urban  ghetto  to  take 
another  unit  in  math  or  a  foreign  language, 
without  more  guidance  and  support,  is  like  raising 
a  hurdle  in  the  high  jump  without  giving  more 
coaching  to  someone  who  has  stumbled." 

Ernest  L.  Boyer,  President 

The  Carnegie  Foundation  for  the  Advancement  of  Teaching 


enter  the  public  school  system.  Children 
often  lose  self-esteem  and  become  con- 
fused because  they  lack  the  necessary 
skills,  and  reading  becomes  drudgery 
instead  of  delight. 

Recognizing  the  devasting  impact  of 
illiteracy  on  business,  the  private  sector 
has  created  several  programs.  ABC  TV, 
together  with  PBS,  began  a  major  effort 
called  Project  Literacy  U.S.  (PLUS).  This 
joint  venture,  now  in  its  fourth  year,  is 
dedicated  to  combating  illiteracy  through 
network  television  programming,  public 
service  announcements,  and  local  tie-in 
activities  by  affiliated  stations.  PLUS 
addresses  literacy  in  the  workplace  and  the 
multiple  problems  afflicting  young  people 
— teen  pregnancy,  dropping  out,  illiteracy, 
substance  abuse,  unemployment,  and 
delinquency. 

The  Business  Council  for  Effective 
Literacy,  a  publicly  supported  national 
operating  foundation  founded  and  chaired 
by  Harold  W.  McGraw  Jr.,  is  dedicated  to 
informing  business  about  the  scope  of  illit- 
eracy and  its  problems;  it  encourages  and 
assists  business  participation  at  the  local, 
state,  and  national  levels.  Many  compan- 


ies, New  Jersey  Bell,  for  example,  report 
that  the  vast  majority  of  applicants  for 
entry-level  jobs  do  not  possess  the  basic 
literacy  skills  needed  to  work. 

The  problem  will  only  get  worse.  The 
worker  with  minimal  reading  and  writing 
skills  and  limited  mathematical  skills  is  in 
deep  trouble.  And  so  is  the  economy. 

TEACHER  REFORM 

One  of  the  most  striking  examples  of  pri- 
vate-sector interest  in  education  reform  is 
a  teacher-improvement  initiative,  origi- 
nally sponsored  by  the  Carnegie  Corpora- 
tion, that  has  led  to  the  creation  of  the 
National  Board  for  Professional  Teaching 
Standards.  Deliberately  modeled  on  medi- 
cal "boards,"  the  National  Board  will  begin 
to  offer  "board  certification"  to  teachers 
on  the  basis  of  demonstrated  excellence. 
Like  medical  board  certification,  teacher 
board  certification  will  not  replace  state 
licensing,  but  will  augment  it.  Board  certi- 
fication will  be  the  product  of  the  teaching 
profession — working  within  a  board  that 
includes  lay  members.  It  will  provide,  for 
the  first  time,  a  voluntary,  national  yard- 
stick of  what  "teachers  know  and  are  able 
to  do." 


Rex  and  Rita  Saurus,  the  well  read  twin  dinosaur 
spokescharacters  for  Read  America/Win  America. 


HOW  FUJITSU 
HELPS  NEIL  CONOVER 
FORGET  IT  ALL. 

Neil  Conover  is  the  general  manager 
of  Tavernier  Creek  Marina,  the  largest  full- 
service  marina  on  the  Florida  Keys— with 
millions  of  dollars  in  revenues,  hundreds 
of  boats  in  storage,  repair  shops,  a  ship's 
store  and  a  dozen  other  profit  centers 
scattered  across  a  dozen  acres.  An  ac- 
countant from  the  Wharton  School  of 
Business  with  30  years  of  experience  in 
the  recreational  and  marine  fields,  he  is 
known  throughout  the  industry  for  his 
creativity  productivity  and  leadership. 
He's  a  man  who  knows  how  to  work. 

KNOWS  WHEN  TO  STOP 

He's  also  a  man  who  knows  when  to 
stop  and  just  forget  it  all.  And  he  can  do 
that  regularly  now,  because  of  his  new 
computer  system.  It's  a  Fujitsu  system,  out 
fitted  with  an  ingenious  software  package 
called  DockMaster™ .  Dockf\/laster  which 
is  one  of  the  best  selling  marina  manage- 
ment packages  in  America,  does  virtually 
everything  for  him,  from  tracking  inventory 
and  sales,  to  processing  repair  orders, 
managing  storage  facilities  and  handling 
all  billing  and  accounting.  "Thanks  to 
DockMaster,"  he  says,  "every  morning  I 
know  what  happened  yesterday  It's  a 
manager's  dream." 

CHOSE  FUJITSU 

The  designers  of  DockMaster  speci- 
fied a  Fujitsu  computer  for  the  installation 
because  Tavernier  Creek  is  on  a  remote 

Fujrrsu 

The  global  computer     communications  company. 


Florida  key  hours  outside  of  Miami.  In 
such  a  location  reliability  is  critical.  'There 
are  almost  30  hardware  vendors  for  a  sys- 
tem like  ours,"  says  DockMaster  Software 
Systems  president  Buddy  Peacock,  "but 
none  can  match  the  reliability  of  Fujitsu. 
None  can  match  Fujitsu's  price-perfor- 
mance either  In  our  experience,  Fujitsu  is 
simply  the  best."  That  is  an  opinion  shared 
by  customers  in  over  100  countries;  Fujitsu 
IS  one  of  the  world's  top  computer  manu- 
facturers and  one  of  the  world's  top  tele- 
communications manufacturers,  too.  it's 
a  name  to  remember  when  you  want  to 
forget  it  all 


Neil  Conover  (right)  meets  with  Buddy  Peacock 
(left)  of  DockMaster  Software  Systems  and  Phillip 
Smith  of  Fujitsu  f^icrosystems  of  America.  Together 
Fujitsu  and  Dockt^aster  provided  Neil  a  uniquely 
powerful  Pick®-based  hardware-software  package 
to  streamline  operations  at  Tavernier  Creek  l^anna. 
For  information  call  Fujitsu  f\/ficrosystems  at 
1-800-874-9927 

Pick  IS  a  registered  trademark  of  PICK  Systems.  Inc.. 
DockMaster  is  a  trademark  of  Software  Support  Team.  Inc. 


SPECIAL        ADVERTISING  SECTION 


FEDERAL 

GOVERNMENT'S  ROLE 

In  any  discussion  of  school  reform,  the 
role  of  the  federal  government  figures 
prominently — not,  it  must  be  added, 
because  of  the  size  of  the  federal  role. 
Uncle  Sam  picks  up  about  6%  of  the 
nation's  elementary  and  secondary  educa- 
tion bill,  a  small  fraction  by  any  measure. 
But  Uncle  Sam's  importance  is  measured 
by  more  than  money.  The  federal  govern- 
ment's involvement  in  elementary  and 
secondary  education  is  relatively  new,  dat- 
ing in  most  important  respects  from 
President  Johnson's  administration.  Part 
of  the  "War  on  Poverty,"  federal  education 
efforts  began  with  the  Elementary  and 
Secondary  Education  Act  (ESEA)  in  1964; 
in  many  ways,  the  federal  role  remains 
unchanged. 

ESEA  was  an  attempt  to  identify 
youngsters  most  in  need  of  help — racial 
and  ethnic  minorities,  urban  and  rural 
poor,  the  dispossessed — and  provide  spe- 
cial programs  for  them.  This  effort  con- 


"We  need  to  adopt  that  famous 
Noah  principle:  No  more  prizes  for 
predicting  rain.  Prizes  only  for 
building  arks  " 

Louis  V.  Gerstner,  CEO 
RJR/Nabisco 

tinues,  under  such  programs  as  Head 
Start,  Chapter  1,  and  Aid  to  the  Handi- 
capped. Although  it  is  widely  known  that 
the  budget  pinch  in  Washington  con-  . 
strains  the  federal  role,  it  is  not  widely 
known  that  the  Constitution  does  as  well. 
The  Tenth  Amendment — the  Reserve 
Powers  Clause— reserves  to  the  states  all 
powers  not  specifically  given  the  federal 
government.  Because  the  U.S.  Constitu- 
tion is  silent  on  education,  states  are  the 
constitutionally  responsible  level  of  gov- 
ernment for  education.  Insofar  as  Uncle 
Sam  gets  involved,  he  does  so  subject  to 
state  willingness  to  participate.  Excepting 
constitutional  guarantees  of  equal  protec- 
tion and  racial  justice,  the  federal  govern- 
ment cannot  intervene  in  the  schools — 


TEACHING  ST\NDARDS 

Throughout  the  history  of  the  teaching  "profession," 
teachers  have  sat  by  while  school  boards  permitted 
superintendents  to  fill  teaching  vacancies  with 
"unqualified"  individuals — they  rarely  complained.  It 
is  an  odd  history,  because  no  one  has  a  higher  stake  in 
teacher  quality  than  teachers;  if  for  no  other  reason 
than  economic  self-interest,  one  would  expect  teachers 
to  try  to  restrict  entry  to  the  profession.  Finally  there  is 
the  possibility  of  change.  Real  change. 

Created  by  the  Carnegie  Corporation,  the  National 
Board  for  Professional  Teaching  Standards  (Detroit, 
Mich.)  is  an  attempt  to  do  for  teachers  what  doctors 
and  lawyers  did  for  themselves  earlier  this  century:  cre- 
ate a  true  prcjfession.  The  National  Board  will  tran- 
scend state  ard  local  standards,  precisely  as  medical 
specialty  boatc'  do.  It  will  identify  what  teachers 
"need  to  know  and  be  able  to  do"  as  a  condition  of 
board  certification.  Board-certiiied  teachers  will  claim 


special  competence  and  knowledge,  exactly  as  board- 
certified  doctors  do. 

Board-certified  teachers  will  have  to  achieve  wide- 
spread acceptance  to  be  successful.  School  board 
members,  the  teaching  profession  as  a  whole,  and  the 
public  at  large  will  have  to  believe  that  they  possess 
some  special  competence  that  warrants  special  treat- 
ment. In  the  final  analysis,  they  will  have  to  go  to  the 
bargaining  table  to  demand  higher  pay. 

There  is  reason  to  believe  that  the  board  may  suc- 
ceed. Its  leaders  are  hard-ball  players:  The  chairman  is 
former  North  Carolina  Governor  Jim  Hunt,  and  the 
60-member  board  includes  Al  Shanker,  president  of 
the  American  Federation  of  Teachers;  Mary  Hatwood 
Futrell,  president  of  the  National  Education  Associa- 
tion; Tom  Kean,  governor  of  New  Jersey;  and  Richard 
E.  Hechert,  former  Du  Pont  CEO.  Corporate  support 
has  been  provided  by  ARA  Services,  Xerox,  Du  Pont, 
and  Chrysler.  The  board's  request  for  a  federal  appro- 
priation of  $25  million  is  before  the  Congress.— DP. D. 
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NEW  SCHOOL  CONSTRUCTION:  DESIGN  FOR  LEARNING 


:  artist's  rendering 
ures  first  of  sev- 
new  schools  to  be 
t  in  New  York  City, 
279  in  ttie  Bronx. 
School  Construc- 
I  Authority  broke 
iind  for  the  school 
tember  25. 


The  New  York  City 
Board  of  Education  has 
turned  over  the  first 
new  school  construc- 
tion site  to  the  recently 
created  New  York  City 
School  Construction 
Authority,  thereby 
meeting  the  city's  com- 
mitment  to  shorten  site 
selection  and  design  of 
its  schools  by  as  many 
as  four  years. 

The  new  authority  is 
up  and  running... ready 
to  ensure  on-schedule 
construction.  Commit- 
ted to  providing  chil- 
dren and  teachers  an 
optimal  environment, 
the  authority  encour- 
ages comments  from  New  York  City  elementary  students  may  be 

,  ...    attending  school  in  a  building  like  this  one,  which 

teachers,  principals  the  School  Construction  Authority  plans  for 
and  parents'  associa-  RS.  20  in  the  Bronx.  This  view  of  the  students' 
tions  during  the  design  entrance  and  classroom  bay  is  part  of  a  building 


phase.  The  schools  will 


designed  to  have  a  less  institutionalized  feel 


be  constructed  from  "building  blocks,"  which 
can  be  adapted  to  various  locations — cutting 
construction  time  substantially.  The  modu- 
lar concept  is  a  possible  solution  for  other 
cities  that  find  themselves  in  the  same 


predicament  as  New 
York  City. 

The  authority  was 
established  under  state 
legislation  approved 
last  December  to  speed 
construction  and  repair 
of  school  facilities.  The 
city  has  pledged  $5.7 
billion  over  the  next 
five  years  for  school 
projects  undertaken  by 
the  authority,  which 
will  receive  $600  mil- 
lion in  additional  funds 
from  the  Municipal 
Assistance  Corporation. 

Two  years  ago,  New 
York  City  Mayor  Ed 
Koch  promised  to  find 
a  way  to  site,  design, 
and  build  new  schools 
in  five  to  six  years  — 
rather  than  the  eight 
to  10  years  previously 
recjuired,  and  ground 
was  broken  in  September  for  the  first  new 
school,  P.S.  279  in  the  Bronx.  With  play- 
grounds, air-conditioning,  and  facilities  for 
handicapped  students,  each  school  is 
expected  to  cost  $20  million  to  $50  million. 
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THE  FEDERAL  ROLE  IN  R&D 


Because  of  America's  near-mythic  attach- 
ment to  the  concept  of  "local  control,"  the 
federal  role  has  always  been  a  bit  equivocal. 
Local  educators  like  federal  money  but  not 
federal  control.  The  Congress  is  reluctant  to 
give  away  federal  money  without  federal  con- 
trols. The  result  is  not  an  impasse  so  much  as 
an  uneasy  truce. 

Indeed,  the  federal  role  as  we  know  it — 
principally  aid  to  the  disadvantaged  and 
handicapped  —  is  relatively  new,  a  product 
of  The  Great  Society  concept  of  only  25 
years  ago. 

At  the  same  time,  it  is  abundantly  clear 
that  education  is  a  national  issue  and  that  the 
federal  government  has  assets  the  states  lack: 
On  the  revenue  side,  more  broad-based  taxing 
authority;  on  the  programmatic  side,  the  feds 
have  broader  scope  and  interest  than  states 
and  localities.  For  example,  the  federal  govern- 
ment is  the  logical  level  of  government  to 
undertake  broad-gauge  research  and  develop- 
ment activities,  just  as  it  does  in  the  fields  of 
health,  agriculture,  and  economics.  High- 
quality  education  research  and  development 
(R&D)  would  be  extremely  useful  to  the  states 
and  localities,  it  would  be  nonintrusive — it 
would  not  disturb  "local  control"  —  and  it 
would  be  supported  across  jurisdictional 
boundaries.  Unfortunately,  federally  funded 
education  R&lD  has  been  underwhelming. 
Both  the  quality  and  quantity  leave  much  to 
be  desired.  Four  areas  in  particular  cry  out  for 
support,  yet  federally  funded  research  has 
done  little  to  illuminate  them: 
■  Bilingual  education-port-of-entry  cities 
are  being  overwhelmed  by  immigration.  Los 
Angeles  City  Unified  School  District,  for 
example,  reports  that  82  languages  are  spoken 
in  the  schools.  While  most  educators  and 
policymakers  agree  that  teaching  these  young- 
sters English  is  a  top  priority,  research  results 
on  the  most  effective  methods  are  inconclu- 
sive, and  teachers  are  left  to  their  own  devices, 
or,  worse  yet,  untried  techniques  are  foisted  on 
them  by  the  school  bureaucracy. 


■  Phonics-There  is  widespread  agreement 
among  thoughtful  educators  and  analysts 
that  phonics  as  a  method  of  teaching  reading 
is  superior  to  "look,  say,"  but  phonics  remains 
the  exception  rather  than  the  rule  in  mostj 
American  schools.  Federally  funded  research 
—  and  dissemination  of  findings — could  help] 
reverse  this  trend. 

■  Math-The  building  block  of  all  scientific! 
and  technical  education,  math  may  be  morq 
poorly  taught  than  any  other  element  of  th 
curriculum,  including  reading.  Math  is  ide 
ally  suited  to  careful  research  and  develop 
ment  efforts,  but  it  continues  to  languish,] 
and  inventive  teachers  are  forced  to  rely  o 
their  own  devices. 

■  Technology-No  area  has  greater  promis 
than  technology  in  the  schools.  Yet  in  no  are: 
of  the  educational  environment  has  the  fed- 
eral R&D  effort  been  less  impressive.  In  par- 
ticular, software  development  has  been 
neglected,  a  commentary  on  how  reluctant 
schools  are  to  change.  — D.RD. 
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TO  LEARN  THE  ABCs  OF  COLLEGE  FUNDING, 
YOU  NEED  A  SMART  FINANCLU  PARTNER. 


While  your  Idds  are  becoming  familiar  with 
modern  math,  here's  a  number  that  you  should 
become  familiar  with:  $27,000.  That's  what  one 
year  at  a  private  college  will  probably  cost  in  1999. 

Fortunately,  at  The  New  England,  our  rep- 
resentatives can  help  you  plan  for  rising  college 
expenses  with  short-  and  long-term  investments 
tailored  to  your  particular  goals. 

Call  1-800-222-2725,  Ext.479  for 
our  free  booldet,  "Education  Funding: 
How  to  Prepare  for  the  Rising  Cost  of 
College. "  It  covers  options  like  life 
insurance,  mutual  funds  and  tax- 
advantaged  vehicles  that  will  help  you 
begin  building  a  college  fund  today. 

After  all,  when  it  comes  to  college,  your 
children  aren't  the  only  ones  who'll  have  to  make 
the  grade. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 
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there  can  be  no  "federal  curriculum"  or 
"federal  standards,"  except  those  that  the 
states  might  adopt  voluntarily. 

Although  the  federal  role  is  a  delicate 
one,  it  is  not  without  impact.  The  most 
vivid  example,  of  course,  has  been  A 
Nation  at  Risk,  the  federal  report  released 
in  the  Spring  of  1983  on  the  state  of  the 
nation's  schools.  It  was  an  extraordinary 
example  of  the  power  of  Uncle  Sam  to 


Futures  500  Club  mem- 
ber LaTonya  Burgess,  a 
student  at  Howard  D. 
Woodson  High  School 
in  Washington,  D.C., 
works  with  an  incentive 
Scholarship  Program 
mentor,  Harvey  Sham- 
berger,  a  trading  assist- 
ant at  Fannie  Mae. 
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speak  authoritatively  and  convincingly.  In 
this  connection,  the  federal  government's 
most  important  role  is  to  continue  to  urge 
the  nation  upward  and  onward,  and  to 
provide  funding  for  research  and  develop- 
ment efforts  of  national  significance. 
Unfortunately,  as  important  as  education 
research  and  development  are,  they  have 
little  political  sex  appeal,  and  have  never 
been  well  funded  at  the  federal  level. 

NATIONAL  ASSESSMENT 

One  program  that  stands  out,  however, 
is  the  National  Assessment  of  Educa- 
tional Progress  (NAEP),  an  imperfect 
yet  useful  measure  of  what  the 
nation's  young  people  know — or,  as  the 
case  may  be,  don't  know.  The  story  is  only 
too  familiar  (for  details,  see  What  Our 
17 Year-Olds  Know,  cited  at  the  end  of  this 
white  paper).  The  national  assessment  is 
still  in  its  infancy;  if  it  develops  properly,  it 


can  be  a  powerful  tool  to  improve  educa- 
tion state  by  state,  across  the  nation.  Imag 
ine  the  nation's  governors  comparing 
academic  test  scores  as  enthusiastically  as 
football  scores! 

But  if  the  federal  role  is  necessarily 
attenuated,  and  the  capacity  of  business  t 
influence  events  limited  by  the  sheer  scale 
of  the  problem,  there  are  things  that  busi- 
ness can  do  that  make  a  major  difference 
over  time.  Two  important  business  activi- 
ties bear  on  education  reform.  First  is  the 
direct  borrowing  from  business  education 
and  training;  much  of  what  business  does 
in  its  own  education  and  training  has 
direct  bearing  on  the  schools.  Second — 
and  related — is  business  development  of 
proprietary  processes  and  techniques  for 
the  schools,  most  notably  high-tech  inter- 
ventions designed  to  improve  learning  and 
schools. 

BUSINESS'SPONSORED 
EDUCATION 

Business  involvement  in  education — as 
a  corporate  activity — has  become  big 
business.  While  estimates  range  from 
$50  billion  to  $200  billion  per  year- 
depending  on  how  one  counts — it  is  a 
major  activity.  Anthony  Carnevale,  senior 
economist  with  the  American  Society  for 
T-aining  and  Development  (ASTD), 
reports  that  the  big-ticket  items  in  corpo- 
rate education  and  training — on-the-job 
training  and  the  salaries  and  wages  of  indi- 
viduals in  training — are  only  rarely 
reported.  IBM,  for  example,  which  runs 
one  of  the  most  respected  corporate  educa- 
tion programs  in  the  world,  spends  nearly 
$1  billion  per  year  on  direct  education 
costs:  teachers'  salaries,  texts,  student  { 
meals,  and  lodging.  When  the  employee-  i 
students'  salaries  and  wages  are  included,  : 
the  total  cost  to  IBM  is  closer  to  $2  billion, ' 
a  hefty  sum  even  by  Washington's  stand- 
ards. 

Business  is  in  the  business  of  educating 
and  training  its  own  employees  for  one 
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the  long  run,  if  we  dare  to  take  risks,  we  will  find 
lat  we  have  achieved  excellence,  instead  of  being 
;feated  by  the  massive  size  and  overwhelming 
hnic  diversity  of  our  public  school  systems,  we  will 
ive  turned  those  systems  into  generators  of 
;onomic  productivity  and  social  creativity.  The 
jestion  is,  do  we  dare  try?" 

The  National  Governors'  Association 

Time  tor  Results:  Itie  Governors'  Report  on  Education 


reason  only:  it  pays.  Indeed,  virtually  all 
major  corporations  in  America  (and 
abroad)  invest  heavily  in  education  and 
training  because  they  must. 

In  the  modern  corporation,  education 
and  training  are  as  much  a  part  of  daily 
operations  as  research  and  development  or 
market  research.  And  education  in  a  busi- 
ness setting  provides  many  of  the  benefits 
of  education  in  the  classroom:  It  imparts 
knowledge  to  improve  performance.  What 


READING  IS  FUNDAMENTAL 


Now  in  its  23rd  year,  Washington-based 
Reading  is  Fundamental  (RIF)  is  a  private, 
nonprofit  organization — the  largest  of  its 
kind  in  the  nation— that  works  at  the  grass- 
roots level  to  prevent  illiteracy. 

RIF  serves  more  than  2  million  children 
each  year  through  a  network  of  community- 
based  projects  and  96,000  volunteers.  Work- 
ing with  local  and  national  partners  to  bring 
books  to  young  people— at  no  cost  to  them 


The  words  in  this  book  are  "this  big,"  says  l(inder- 
gartner  Dianna  Manno.  Dianna  is  a  student  at  H.W. 
Smith  Elementary  School  (Syracuse,  N.Y.),  which  is 
participating  this  fall  in  Chrysler's  Running  Start 
program. 


or  their  families— RIF  motivates  children  to 
read  through  its  programs,  activities,  and 
incentives. 

Operating  in  11,000  schools,  libraries, 
community  centers,  migrant  labor  camps, 
housing  projects,  parks,  and  other  places 
where  children  gather,  the  program  has 
brought  more  than  93  million  books  into 
American  homes. 

RIF  is  associated  with  the  Smithsonian 
Institution  and  is  supported  by  corporations, 
foundations,  private  citizens,  and  a  govern- 
ment contract. 

Two  RIF  special  initiatives  are  worth  not- 
ing. Running  Start,  made  possible  by  a  grant 
from  the  Chrysler  Corporation,  will  give 
some  100,000  first-graders  a  "running  start" 
toward  becoming  readers  in  the  21st  century. 
The  heart  of  the  program  is  a  series  of  read- 
along/read-aloud  activities  to  help  parents 
and  teachers  create  a  climate  that  stimulates 
children's  reading  in  school  and  at  home. 

In  Celebration  of  Reading,  now  in  its 
sixth  year  and  funded  by  Metropolitan  Life, 
encourages  children  to  read  independently 
at  home  for  pleasure  as  well  as  to  parents  and 
friends.  RIF  readers  are  selected  to  compete 
nationally,  and  the  winning  reader  and  par- 
ents or  guardians  are  invited  to  Washing- 
ton, D.C.,  for  a  special  awards  ceremony. 

A  major  factor  in  RIF's  success  is  that  chil- 
dren who  enjoy  reading  will  read  more  often. 
Through  RIF,  kids  discover  that  reading  is 
not  just  another  school  subject.      — D.RD. 


Business  Week's  Continuing 
Cpmmitmient  to  American  Education 


To  keep  the  momentum  going,  Business  Week 
is  establishing  special  monetary  grants  to 
numerous  educators  who  have  created  and 
implemented  innovative  teaching  programs  in 
their  schools  and  communities.  The 
grants  are  funded  by  a  portion  of  the 
advertising  revenue  generated  from 
"Children  of  Promise." 

Business  Week  and  a  select  group  of  cor- 
porations will  also  sponsor  an  unprece- 
dented dialogue:  Three  one-day  regional 
conferences  to  take  place  in  1990. 

These  symposia  will  bring  together 
business  leaders,  public  officials  and 


highly  motivated  educators  to  share  ideas,  successfi 
concepts  and  creative  solutions  to  ongoing  prob- 
lems. The  conferences  will  provide  business  a  first- 
hand opportunity  to  understand  and  work  side  by 
^^Pmpi  side  with  educators  and  vice  versa. 


For  more  information  please  contac 

Jane  Beattie 

Business  Week  Executive  Programs 
1221  Avenue  of  the  Americas 
New  York,  New  York  10020 

212-512-4435 
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At  For  Kids:  Our 
Present  To  The  Future 

At  WWOR-TV,  we  are  dedicated  to  making  a  difference. 


Bey  on 
Bwit!' 


on: 


Through  a  multi-year  project  titled  A+  FOR  KIDS,  we  are 
working  collaboratively  with  forward-thinking  corporate 
sponsors  to  bring  a  message  of  real  hope:  that  urban 
schools  can  be  successful,  that  values  can  be  taught, 
that  early  education  can  make  an  essential  difference. 

This  spring,  WWOR-TV  will  broadcast  the  first  Business  Week 
conference -"Who  Will  Teach  Our  Children?"-linking 
business  and  education  leaders  in  a  discussion  of  this 
critical  issue. 


In  addition  to  award-winning  news  series  and  primetime 
programming,  WWOR-TV  has  initiated  and  developed  a 
successful  ongoing  network  that  enables  thousands  of 
teachers  to  share  outstanding  classroom  projects. 

We  want  all  our  children  to  receive  the  education  they 
need  and  deserve. 
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A+  FOR  KIDS. 

Our  present  to  the  future. 


WWOR-IV 

An  MCA  Broadcasting  Statior 


SPECIAL 


ADVERTISING 


SECTION 


elebration  of  Reading,  a  program  of  Reading  Is 
damental,  is  sponsored  by  Metropolitan  Life 
ndation.  Children  proudly  write  the  names  of 
r  favorite  books  in  the  white  space  and  the 
ters  are  then  displayed  in  schools,  libraries,  or 
imunity  centers. 

dnguishes  education  in  a  business  set- 
g  from  education  in  the  public  schools 
commitment  to  clearly  specified  results 
everyone  who  enrolls.  IBM,  for  exam- 
,  not  only  spends  large  amounts  of 
ney  on  education  and  training,  it  fine 
les  with  precision.  If  a  significant  num- 
■  of  students  in  an  IBM  classroom  do 
:  understand  the  lesson,  it  is  presumed 
It  the  lesson — not  the  student — is 
ved.  Back  to  the  drawing  board, 
rhis  story  is  repeated  throughout  the 
antry  by  every  business  that  takes  edu- 
ion  and  training  seriously.  And  most 
siness  leaders  are  very  serious  about  one 
ng:  They  can  train  if  the  schools  edu- 
e.  But  business  leaders  are  understand- 
y  reluctant,  as  one  CEO  puts  it,  "to  do 
t  schools'  product-recall  work  for  them." 

3MPUTER  TECHNOLOGY 

Aost  important — and  most  promis- 
ing— is  the  potential  of  education 
technology.  Without  clues  from  stu- 
dent dress  and  demeanor,  a  time 
veler  visiting  the  nation's  schools  would 
hard  pressed  to  distinguish  between 
5se  of  the  19th  and  20th  centuries, 
nools  today  look  much  as  they  did  more 
m  a  century  ago — children  in  rows, 
chers  lecturing,  homework  assigned. 


Indeed,  schooling  today  looks  much  as  it 
did  a  thousand  years  ago  or  even  in  the 
time  of  the  ancient  Greeks.  It  is  still  labor 
intensive.  Highly  labor  intensive.  No 
modern  corporation  could  survive  if  it  were 
run  like  a  modern  school. 

According  to  a  recent  Johns  Hopkins 
University  study,  there  are  now  2.25  mil- 
lion computers  in  the  nation's  schools,  a 
tenfold  increase  over  the  past  six  years. 
Ninety-five  percent  of  the  nation's  schools 
now  have  at  least  one  computer;  the  aver- 
age high  school  has  34,  the  average  ele- 
mentary school,  17.  Access  to  computers  is 
widespread,  but  the  evidence  suggests  that 
half  of  all  computer  time  is  spent  "teach- 
ing students  how  to  work  a  keyboard,"  to 
use  writing,  accounting,  and  filing  pro- 
grams; and  to  program  new  instructions 
into  the  computer.  Although  important, 
such  tasks  barely  begin  to  tap  the  enor- 
mous power  of  the  computer  as  an  appli- 
cations-oriented learning  tool. 

In  too  many  schools,  computers  are 
used  solely  for  "computer  literacy,"  the 
computer  equivalent  of  knowing  the 
mechanics  of  an  automobile  rather  than 
knowing  how  to  drive  it  and  where  to  go. 
The  computer's  real  strength  is  in  provid- 
ing intellectual  advantages,  in  the  same 
way  that  machines  provide  mechanical 
advantages. 


Computer  programs  from 
Jostens  Learning  Corp. 
integrate  a  range  of 
subjects  and  provide 
teachers  with  a  way  to 
monitor  and  manage 
students'  progress. 


How  to  record  a  star  160,000 
light-years  away.   .  •; 


He 


Astronomers  study  supernovas  in  the  hope  of 
learning  more  about  the  birth  of  the  universe. 

So  when  Supernova  1987A  burst  into  glory, 
the  scientific  community  immediately  turned  to  a 
Japanese  satellite  named  Ginga.  High  above  Earth, 
it  collects  X-ray  emissions  and  other  pertinent  data 
which  could  prove  crucial  in  their  quest. 

At  the  heart  of  Ginga  —  Hitachi's  magnetic 


bubble  memoiy  recorder  It  can  withstand  the 
est  environments.  Radiation.  Solar  wind.  Extr 
temperatures. 

Which  IS  perhaps  to  be  expected.  We're  t 
world  leader  in  magnetic  bubble  memoiy  tec 
nology.  Always  have  been. 

Of  course,  some  stars  are  much  closer  to 
home.  And  Hitachi  shines  here,  too.  Our  dyn 
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How  to  record  a  staij 
right  at  home.  i 


[S  video  cameras  are  responsible  for  revolu- 

ling  the  family  photo  album. 

Vhile  delivering  image  quality  that's  out  of 

vorld. 

vll  of  this  is  explamed  by  the  fact  we're  a 
1-8  billion  company*  We're  involved  in  science 
ronics.  Communications.  Transportation, 
cine.  Most  everything,  in  fact. 


It  goes  to  show  that  Hitachi  is  as  adept  at  creat- 
ing products  that  are  light-years  apart  as  we  are  at 
creating  technologies  that  are  light-years  ahead. 

*US$48,496  million;  net  sales  for  the  year  ending  March  31, 1989.  US$1  =  ¥132. 

0  HITACHI 

Hitachi,  Ltd.  Tokyo,  Japan 
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In  part,  the  promise  of 
technology  is  the  substitu- 
tion of  physical  capital  for 
human  capital,  using 
machines  to  do  things 
that  formerly  required 
teachers.  But  such  substi- 
tution does  not  mean  the 
elimination  of  teachers. 
Rather,  the  promise  of 
modern  technology  is 
even  more  dramatic,  for  it 
extends  the  hope  of  major 
productivity  break- 
throughs, something  the  schools  desper- 
ately need  if  they  are  to  flourish.  The 
issue  in  the  schools  is  the  same  as  on  the 
farm  or  in  the  factory  — find  more 
efficient  and  effective  ways  to  accomplish 


Kindergartners  and  first-graders  at  St.  Joseph  the  Worker  Elementary  School! 
in  Los  Angeles  remain  true  to  the  school's  namesake  in  IBM's  Writing  to  Reail 
Center. 


routine  tasks,  and  free  teachers  to  do 
the  things  machines  cannot.  As  it 
happens,  the  modern  school  is  not 
well  equipped — from  an  organizational 
standpoint — to  utilize  technology.  "Self- 


CORPORATE  CLASSROOMS 

One  of  the  fastest  growing  areas  in  the 
American  education  "system"  is  outside 
conventional  public  and  private  schools 
altogether.  It  is  the  corporate  classroom. 
And  while  estimates  of  the  amount  of 
money  spent  by  American  corporations  on 
education  and  training  vary — from  $50  bil- 
lion to  $200  billion — everyone  agrees  that  it 
is  big  business.  (The  estimates  vary  because 
there  is  no  central  data  collection  point,  no 
standardized  procedures,  and  no  strong 
incentives  to  create  them.) 

Most  modern  corporations  now  take  edu- 
cation and  training  responsibilities  very  seri- 
ously—the nation's  (and  the  world's)  training 
giant  is  IBM,  which  spends  nearly  $2  billion  a 
year,  but  most  other  high-tech  and  service 
firms  invest  heavily  in  training  as  well.  For 
example,  Aetna  Life  6t  Casualty  in  Hartford, 
Ct.,  trains  28,000  students  a  year.  (In  a  pro- 
gram Aetna  supports  along  with  local 
schools,  the  firm  uses  its  facility  on  weekends 
for  a  mentorship  and  education  program  for 
inner-city  youngsters  from  Hartford.) 

Corporate  classrooms  are  important  to 
American  elementary  and  secondary  educa- 


tion for  several  reasons.  More  and  more  fre- 
quently, corporations  are  discovering  that 
they  must  offer  remedial  education  to 
incoming,  and  even  established,  employees. 
More  important  is  the  "discovery"  by  corpo- 
rations that  education  is  an  investment  that 
pays  dividends  just  as  investment  in  plant 
and  equipment  does;  no  longer  is  corporate 
education  a  stepchild.  And  corporate  direc- 
tors of  education  and  training  must  justify 
their  programs  using  the  same  calculus  other 
managers  do:  it  pays  or  it  doesn't.  Nothing 
dewy-eyed  about  corporate  education. 

Equally  interesting  to  public  school  offi- 
cials are  corporate  practices  that  bear  on  edu- 
cation generally.  IBM's  7,000  teachers  are  on 
a  "merit  pay"  system  just  as  other  IBM 
employees  are.  Because  corporate  training 
must  pass  a  market  test — does  it  pay  for 
itself? — goals  are  clearly  specified  and  pro- 
gress clearly  measured.  There  is  no  "social 
promotion"  in  corporate  classrooms,  but 
neither  are  there  "dropouts"  or  "pushouts." 

In  the  corporate  classroom  the  assumption 
is  made  that  everyone  can  learn,  and  the  cur- 
riculum is  designed  accordingly.      —  D.P.D. 
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Some  of  America's  fiiture  leaders 
are  growing  up  in  the  most  unlikely  places. 

History  has  shown  us,  time  and  time  again, 
that  no  one  place  has  a  monopoly  on  brains  or  talent. 
That's  why  Westinghouse  develops  and  supports  innovative  programs 
that  give  students  the  incentive  to  continue  their  education,  no  matter  where 
they  live.  Like  our  48-year  sponsorship  of  the  Westinghouse  Science  Talent  Search. 
And  Westinghouse  educational  partnership  programs 
with  local  schools  around  the  co 
America's  ability  to  grow,  prosper  and  compete  successauiv  aepenason  our 
ability  to  encourage  and  motivate  our  youth 
for  it  belongs  to  everyone.  Including  t 
who  will  ultim 
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contained"  classrooms  are  still  the  norm  in 
schools,  and  the  habits  of  educators  die 
hard.  For  educators,  as  well  as  policy 
workers,  traditional  methods  of  school 
"reform"  have  been  incremental. 

Typically,  new  programs  do  not  replace 
old  ones  as  they  would  in  business;  in 


"Perhaps  the  most  valuable  result  of  all  education  is 
the  ability  to  make  yourself  do  the  things  you  have  to 
do,  when  they  ought  to  be  done,  whether  you  like  it 
or  not.  It  is  the  first  lesson  that  ought  to  be  learned 
...and  it  is  probably  the  last  lesson  [learned] 
thoroughly." 

Thomas  Henry  Huxley 
Technical  Education 

schools,  new  programs  are  added  to  the 
old.  Schools,  for  example,  only  rarely  "out 
source,"  or  contract  out,  for  services.  If  a 
course  is  added  to  the  curriculum- 
French,  for  example— the  typical  school 


hires  a  French  teacher.  When  a  business 
needs  French  speakers,  it  undertakes  a 
cost-benefit  calculation:  Which  is  the 
most  efficient  way  to  "deliver"  knowledge 
of  French?  Contract  out?  Hire  a  consul- 
tant? Send  the  student  to  language  school] 
Employ  modern-language  instruction 
technologies?  All  of  the  above?  In  short, 
the  business  decision  is  not  driven  by  orga 
nizational  imperatives,  but  by  corporate 
goals  and  objectives. 

Consequently,  developers  of  education 
technologies,  software  and  hardware,  have 
found  schools  a  difficult  market  to  pene- 
trate. Indeed,  even  such  proven  programs 
as  PALs  at  IBM  or  Jostens  Learning  Pro- 
grams (San  Diego,  Calif.)  are  not  making 
inroads  in  the  schools  as  rapidly  as  they 
would  in  the  private  sector. 

As  in  the  military,  technology-based 
training  is  now  the  norm  in  most  corpora- 
tions, and  its  promise  is  extraordinary.  It 
can  free  teacher  and  student  from  much  of 
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Hartford,  Ct.,  public  high  school  students  in  Aetna's  Youth  Training  and  Employment  Program  learn  oral  and  written 
communication,  corporate  etiquette,  and  computer  skills. 
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HOWU>M6  CAM  WE  STAY 
LEADER  OF  THE  FRBWORU} 
WHEMWERAHK 
49TH  IN  UTERAer? 


The  American  people  have  always 
placed  great  value  on  learning.  For  nnost  of 
this  century,  our  nation  has  been  annong 
the  leaders  in  education.  But  now.  according 
to  a  recent  report,  we  have  faWen  to  49th  in 
literacy.  And  literacy  is  the  foundation  of  all 
learning. 

At  Citicorp,  we  believe  it  is  critically 
important  for  us  to  regain  our  leadership 
position.  Everything  from  our  economic 
success  as  a  country  to  our  appreciation  of 
the  role  of  culture  in  our  lives  depends  on 
our  commitment  to  education. 

Citicorp  and  Citibank  are  helping  by 
supporting  programs  ranging  from  the 
Headstart  project  for  preschoolers  to  the 
National  Geographic  Society's  efforts  to 
improve  geographic  literacy  to  the  United 
Negro  College  Fund  Fellows  Program.  All  in 
all,  our  programs  have  reached  millions 
of  Americans. 

But  a  lot  more  needs  to  be  done. 
Learning  is  one  of  life's  great  rewards.  It  is 
the  basis  of  our  spirit  of  American 
ingenuity  and  the  key  to  our  global 
leadership. 

To  achieve  our  goals  as  individuals 
and  as  a  nation,  all  Americans  must  make 
a  total  commitment  to  education  and 
learning. 

cmcoRP& 

BECAUSE  AMERICANS  WANT  TO 
SUCCEED,  MOT  JUST  survive: 

c  Citicorp  1989 
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the  drudgery  and  frustration  associated 
with  drill  and  practice.  Free  to  assign  stu- 
dents to  imaginative  and  creative  pro- 
grams, the  teacher  is  also  free  to  manage 
instruction  more  creatively.  And  the  stu- 
dent, using  modern  computers,  finds  that 
a  machine's  boundless  patience,  capacity 
to  move  at  the  student's  pace,  and  mem- 
ory are  enormous  advantages. 

Apple's  HyperCard  program  permits 
students  to  range  across  disciplinary 
boundaries,  bringing  together  art,  music, 
history,  geography — the  only  limit  is  the 
student's  imagination.  Once  an  idle 
dream,  interdisciplinary  studies  may 
become  a  reality  in  the  computer  era. 

But  the  real  promise  of  education  tech- 
nology lies  in  the  future — artificial  intelli- 
gence that  can  "learn"  from  and  about  the 
student;  interactive  programs  that  carry 


As  part  of  the  '89  World  Symposium  commemorating 
NEC's  90th  anniversary,  students  in  California  and 
Japan  created  a  conversational  "first,"  thanks  to  the 
firm's  teleconferencing  and  automatic  translation 
equipment  at  facilities  in  both  countries. 

the  student  as  far  and  as  fast  as  energy  and 
imagination  allow;  tests  and  measures  that 
go  beyond  pigeon-holing  and  actually 
diagnose  and  prescribe;  programs  that  are 
designed  to  "crosswalk"  between  and 
among  disciplines. 

Indeed,  there  are  no  limits  to  educa- 
tional technology,  there  are  only  limits  to 
school  organization  that  limits  its  uses. 
More  than  2,000  years  ago,  Socrates 
argued  that  our  oldest  education 
technology — writing 
\\     — weakened  the 


ILLUSTRATION  BARBARA  BANTHIEN 
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ilo  Alto  High  School 
acher  Kenyon  Scott 
:es  Apple's  HyperCard 
ogram  in  the  Califor- 
a  school's  science 
irriculum  to  illustrate 
iological  phenomena. 


memory.  The  irony  of  Plato  writing  his 
message  could  not  have  been  lost  upon 
him.  Educators  would  do  well  to  remem- 
ber a  hard-earned  business  lesson:  To 
apply  technology  effectively,  you  must  first 
organize  to  use  it.  As  long  as  schools  are 
organized  like  factories  of  the  late  19th  and 
early  20th  centuries, 
education  technology 
will  be  only  a  flickering 
hope.  The  supply  of  edu- 
cational technology  is 
abundant;  schools  must 
begin  to  demand  it  by 
organizing  for  it. 

One  example  makes 
the  point:  Students  today 
are  tyrannized  by  an 
archaic  and  outmoded 
technology:  the  paper- 
and-pencil,  true-or-false, 
multiple-choice,  machine- 
scorable  test.  Such  tests 
exist  only  because  technol- 
ogy makes  them  possible. 

CTB,  the  nation's  lead- 
ing school  test  publisher, 
along  with  other  testing 


firms  such  as  Educational  Testing  Service, 
envisions  computerized  tests  that  will 
reduce  testing  time  without  sacrificing 
the  accuracy  of  the  information.  In  addi- 
tion, "on-demand"  testing  will  be  more 
efficient  and  useful  to  both  teachers  and 
students. 


"Making  the  transition  from  the  Industrial  Age  to 
the  Information  Age  requires  a  new  way  of 
thinking  about  the  organization  of  intellect, 
knowledge,  and  human  ability.  It  requires  a 
decided  shift  in  attitude  and  behavior.  It  requires 
accepting  an  educational  model  called  The 
Learning  Society,  where  learning  takes  place 
anytime,  any  place,  for  any  reason,  on  any  topic, 
in  any  sequence... technological  advances  in  the 
Information  Age  make  a  Learning  Society  not 
only  possible,  but  imperative." 


Bernard  Gifford,  Vice  President  of  Education 
Apple  Computer 
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CONSENSUS  BUILDING 

Taken  together,  this  vast,  unruly  pano- 
ply of  private  sector  responses  is  essen- 
tial to  the  slow  and  difficult  process  of 
consensus  building.  A  word — not  an 
apology — about  the  slowness  of  the  pace 
of  reform  is  in  order:  with  literally  millions 
of  concerned  individuals — parents,  teach- 
ers, business  leaders,  school  administra- 
tors, governors,  state  legislators,  editorial 
writers,  voters,  taxpayers — the  process  is 
slow  by  nature.  And  ordinarily  in  a 
democracy,  slow  progress  is  to  be  preferred 
to  impulse  and  whim;  slowness  and  delib- 
erateness  protect  us  from  passing  fads  and 


the  mistakes  associated  with  voting  on  th 
basis  of  passion  rather  than  reason. 

But  when  a  problem  cries  out  for  a  ren  | 
edy — as  does  our  national  education  cris: 
— slowness  is  a  source  of  frustration,  par- 
ticularly to  leaders  in  the  business  world 
who  are  used  to  action.  Business  leaders 
want  solutions  not  problems,  action  not 
hand-wringing.  And  while  they  clearly 
understand  the  need  for  a  "Paul  Revere" 
phase,  they  are  impatient  to  be  done  with 
it.  What,  then,  should  business  do?  What 
should  it  expect?  And  how  should  it  see 
that  its  expectations  become  reality?  For 
the  answers  to  these  questions  we  turn  to 
the  next  section  of  the  white  paper. 
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Step  into  any  corporate  office  in 
merica  and  you'll  find  computers  and 
iftware  everywhere.  They  help 
nployees  be  more  productive  and  more 
reative,  and  to  communicate  faster  and 
lore  effectively. 

There  are  now  18  million  computers  in 
3rporate  America,  says  Dataquest,  while 
le  Congressional  Office  of  Technology 
ssessment  predicts  that  by  next  year  a 
3mputer  terminal  will  be  on  one  out  of 
/ery  three  office  workers'  desks. 

Computer  technology  is  here  to  stay.  It 
;  imperative  that  we  prepare  our 
liildren  to  use  the  tools  of  their  times. 

Computers  are  not  just  a  fad  in  our 
::hools,  and  they  are  not  just  a 
Libstitute  for  traditional  methods.  Our 
ation  is  facing  major  problems  of 
literacy,  workers  unprepared  for  the 
'orkplace,  and  school  dropouts  at  a  time 
'hen  we  need  the  strongest  work  force 
vev  to  compete  in  the  global  economy, 
/hile  computer  technology  is  not  the 
)tal  answer  to  all  our  educational 
roblems,  it  is  part  of  the  solution  and 
hould  impact  discussions  on 
ducational  reform  in  our  country.  The 
ichnology  is  not  only  important  in 


preparing  our  children  for  their  careers; 
it  is  an  invaluable  tool  to  assist  their 
learning  today. 

Computers  do  not  replace  teachers, but 
they  do  enhance  their  teaching 
capabilities.  The  technology  should  not  be 
an  afterthought  or  add-on  to  instruction; 
it  needs  to  be  fully  integrated  into  oar 
educational  methods  if  we  are  to  realize 
its  many  benefits. 

With  all  the  potential  they  offer,  why 
haven't  computers  been  fully  integrated 
into  all  classroom  instruction  and  become 
a  key  part  of  every  child's  classroom 
experience?  There  are  several  reasons  — 
some  economic  and  some  social,  some 
that  we  have  begun  addressing,  and 
many  that  remain  to  be  tackled. 

Our  schools  have  not  failed;  they  have 
only  just  begun.  If  we  are  to  realize  the 
full  potential  of  technology  in  solving 
major  national  problems,  we  need  to 
address  three  major  areas  of  need:  more 
computers  and  software,  more  teacher 
training,  and  more  effective  integration  of 
technology  into  the  curriculum. 

American  business  is  helping  but  it 
could  and  needs  to  do  more.  Its  future  is 
at  stake. 


The  Computer  Learning  Foundation  thanks  Neale-May  &  Partners  of  Los  Altos,  CA,  corporate 
sponsors,  aduertisers,  and  Business  Week  for  making  this  special  section  possible. 
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How  Can  Technology 
Assist  in  Solving  Our 
Educational 
Problems? 

Competence  in  using  com- 
puter technology  is  an  im- 
portant skill  for  the  workplace.  Addi- 
tionally, computer  technology  assists 
in  basic  skills  instruction  and  pro- 
vides all  children  with  learning  exj)e- 
riences  that  were  previously  impossi- 
ble, impractical,  or  too  expensive. 
Furthermore,  many  educators  report 
that  the  use  of  tex;hnology  improves  a 
child's  self-concept  and  attitude  to- 
ward learning. 

In  a  time  when  two  to  three  chil- 
dren out  of  ten  are  dropping  out  of 
school  each  year,  we  need  to  serious- 
ly consider  what  motivates  students. 
As  adults,  we  learn  more  if  we  enjoy 
it,  are  rewarded  for  our  efforts,  and 
feel  good  about  ourselves.  We  turn 
away  from  things  that  frustrate  us,  are 
not  rewarding,  or  embarrass  us  in 
front  of  our  peers.  Children  are  no 
different. 

Computers  offer  children  highly  in- 
dividualized learning  experiences  and 
can  be  very  accommodating  -  they 
can  reach  students  at  different  study 
levels,  any  time  of  the  day  or  night. 
They  are  interactive,  always  patient 
and  positive,  and  allow  children  to 
learn  at  their  own  pace  and  privately 
conquer  their  weaknesses.  In  addi- 
tion, most  teachers  report  that  stu- 
dents are  more  eager  to  concentrate 
on  lessons  using  a  computer  than  on 
lessons  using  more  traditional  work- 
book and  textbook  materials. 

Research  supjwris  the  effectiveness 
of  using  computers  as  tools  to  assist 
in  the  mastery  of  basic  skills.  Power 
On!,  a  study  released  last  year  by  the 
Office  of  Technology  Assessment 
(OTA),  rcfxjrled  "...that  elementary 
level  students  who  received  brief  dai- 
ly CAI  [computer-assisted  instruc- 
tionj  lessons  as  a  supplement  to  in- 
struction showed  gains  equivalent  to 
1  to  8  months  i  f  instruction  over 
peers  who  received  traditional  in- 
struction only....Othcr  fini.iings  show 
that  CAI  is  more  effective  in  raising 
achievement  among  low-aclMc  /ing 
students  ...  and  that  students  corn;  Icie 
material  faster  than  with  traditional 
instruction,  sometimes  as  much  as  4 
percent  faster.  Increases  in  student  at- 
tendance, motivation,  and  attention 
span  have  also  been  noted." 


Increasing  student  attendance,  mo- 
tivation to  learn,  and  basic  skills  are 
some  of  the  very  national  problems 
\ve  are  trying  to  solve.  At  the  same 
time,  computers  have  been  found  to 
help  bolster  a  child's  self-esteem  and 
self-confidence.  Low  self-esteem  is  a 
major  reason  behind  students  drop- 
ping out  of  school  before  graduation. 

Computer  technology  also  offers 
children  increased  access  to  informa- 
tion and  a  new  array  of  tools.  It  stimu- 
lates new  ways  of  thinking  and  ana- 
lyzing problems  by  allowing  children 
to  "play"  with  information  and  look  at 
facts  and  ideas  in  different  ways. 


The  following  six  areas  are  valua- 
ble ways  children  should  be  exposed 
to  using  computers  and  software  as 
tools. 

As  a  learning  tool,  a  computer  can 
help  develop  basic  skills,  offer  private 
tutoring  sessions,  and  allow  children 
to  experiment  and  investigate  abstract 
science  and  math  concepts  through 
simulations. 

As  a  creativity  tool,  a  computer 
provides  access  to  an  infinite  color 
palette  and  fine-tuned  keyboard,  both 
of  which  can  help  children  express 
their  creativity. 

As  a  research  tool,  a  computer  of- 


COMPUTERS  ARE  WORKING. . . 


Across  The  Country, 
Technology  is  Helping  Kids 
Turn  Out  Better  Grades 

A  visit  "back  to  school"  shows 
what  can  be  achieved  when  chil- 
dren count  on  computers. 

In  the  Pasadena,  California, 
Unified  School  District,  at-risk  pre- 
schoolers are  getting  a  solid  learn- 
ing base  rooted  in  technology.  This 
year  alone,  the  program  involved 
more  than  600  at-risk  youngsters. 
Apple's  Early  Language  Series  pro- 
vides multi-sensory  learning  expe- 
riences, self-paced  programs,  im- 
mediate feedback,  and  an  effective 
approach  to  language  development 
Michael  Klentchy,  deputy  superin- 
tendent of  instruction,  says  that 
technology-based  learning  best 
meets  the  requirements  of  the  city's 
at-risk  youth.  The  teachers  echoed 
its  success  when  they  reported  that 
the  sense  of  achievement  shines 
through  on  the  children's  faces  as 
they  begin  to  discover  what  they 
can  do  with  computers. 

Raising  grades  -  and  an  interest 
in  learning  -  is  how  Tandy  com- 
puters are  being  put  to  work  at  the 
Knox  Middle  School  in  Knox,  In- 
diana. Students  who  excel  in  com- 
puters, but  may  be  falling  behind  in 
English,  are  matched  with  students 
who  have  strong  English  and  read- 
ing skills,  but  are  not  as  advanced 
in  using  computers.  These  student 
teams  help  each  other  learn.  The 
result:  more  than  half  of  the  stu- 
dents in  the  program  raised  their 
English  and  computer  grade  levels. 
As  important,  "teachers  and  parents 


have  detected  a  new  intensity  and 
eagerness  to  learn  among  the  stu- 
dent body,"  reports  Randall  Kerk- 
hoff,  assistant  principal.  The 
school's  computer  program  really 
took  off  following  a  concentrated 
teacher  training  program.  Teachers 
worked  with  computers  for  four 
hours  a  day,  for  20  straight  days  to 
see  how  the  technology  tools  could 
best  be  integrated  into  classroom 
learning  experiences. 

In  Prince  George  County,  Ma- 
ryland, 14,800  second,  third,  and 
fourth-grade  students  are  playing  a 
part  in  the  largest  network  of  dis- 
tributed computers  in  a  U.S.  school 
system.  With  four  computers  in 
each  classroom  in  three  grade  lev- 
els, the  county's  68  schools  have 
more  than  600  IBM  PS/2  Model  25 
computers  available  for  classroom 
use.  All  computers  are  connected 
to  a  school  network,  and  students 
simply  log-on  to  their  computer 
and  call  up  Jostens  Learning  Cor- 
poration software  for  independent 
reading  and  math  instruction. 

"Adding  technology  can  be  a 
scary  thing,"  says  computer  curric- 
ulum coordinator  Linda  Lewis. 
"But  with  support  from  our  super- 
intendent and  plenty  of  in-service 
teacher  training,  the  computer  pro- 
gram has  really  taken  off," 

Student-to-student  teaching  with 
computers  is  helping  students  at 
Roosevelt  Perry  Elementary 
School  in  Louisville,  Kentucky, 
learn  to  read.  Situated  in  a  very 
poor  neighborhood  (some  90%  of 
the  students  qualify  for  free  lunch). 
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fers  children  access  to  infor- 
mation far  beyond  their 
school  or  library. 

As  a  communications 
tool,  a  computer  can  enable 
children  to  share  experienc- 
es with  children  next  door 
r  from  around  the  globe,  all  elec- 
onically. 

As  a  productivity  tool,  a  computer 
ith  software  programs  such  as  word 
rocessors  and  databases  can  help 
lildren  work  more  efficiently. 

As  an  entertainment  tool,  a  com- 
uter  with  software  games  can  keep 
ids  involved  for  hours.  And  just  like 


Monopoly,  many  games  help  children 
develop  important  skills. 

COMPUTERS  AS 
LEARNING  TOOLS 

Practice  in  Basic  Skills:  From  math 
facts  to  spelling,  there  are  certain 
facts  that  children  must  learn  through 
memorization  and  many  concepts  that 
require  practice  to  master.  With  com- 
puters, children  can  practice  learning 
virtually  any  subject  matter.  Since  us- 
ing a  computer  to  practice  facts  is  fun, 
most  children  will  spend  more  time 
with  the  exercises.  Additionally,  com- 


A.CROSS  THE  COUNTRY 


Roosevelt  Perry  was  a  flagship  for 
the  business  partnership  movement 
in  the  early  1980s.  At  that  time,  a 
"New  Kid"  program  was  created. 
By  raising  40%  of  the  funds  need- 
ed to  create  a  computer  lab,  the 
school  received  the  additional  60% 
from  local  business  partners. 

Today,  each  four^-grade  student 
has  an  Apple  computer,  and  the 
school  library  offers  an  adult  litera- 
cy program  using  the  school's  tech- 
nology tools. 

Only  five  months  after  Little 
Rock,  Arkansas,  School  District 
implemented  its  Program  for  Ac- 
celerated Learning  (PAL)  using 
Tandy  computers,  the  program  had 
made  a  measurable  difference. 
PAL  was  developed  to  provide  spe- 
cialized reading,  math  and  lan- 
guage arts  opportunities  for  stu- 
dents with  below  grade  level 
achievement.  "At-risk"  students, 
tested  five  months  after  using  PAL 
program  computers,  showed  a  LOl 
grade  gain  in  math  and  a  gain  of 
over  .8  in  reading.  Prior  to  PAL, 
the  district  had  done  well  if  the  av- 
erage gain  per  year  was  one  year. 

Building  confidence,  or  a  "can- 
do"  attitude,  is  helping  inner  city 
kids  in  Fort  Worth,  Texas,  suc- 
ceed in  such  advanced  math  cours- 
es as  algebra,  trigonometry,  and 
precalculus.  Dunbar  High  School 
teacher,  William  Hudson,  Jr.,  be- 
lieves he  can  best  address  his  stu- 
dents' bilingual  and  literacy  needs 
with  a  technology-based  interdisci- 
plinary curriculum  he  developed. 
Computers  "give  students  immedi- 


ate feedback  on  how  they  are  pro- 
gressing. Technology  builds  their 
confidence  so  they  can  do  better." 

At  lunchtime  at  the  Ralph 
Bunche  School  in  West  Harlem, 
New  York,  the  computer  lab  is 
filled  with  kids.  All  are  intent  on 
independent  learning  projects  using 
45  networked  Apple  computers. 
The  school  is  a  research  site  for 
Bank  Street's  Earth  Lab  product, 
which  integrates  math  and  science 
using  word  processing,  telecommu- 
nications, databases,  and  more. 
Teacher  Paul  Reese  tells  of  one 
group  of  "severely  disturbed"  boys 
who  have,  on  their  own  and  during 
their  lunch  break,  taught  each  other 
to  use  the  computer  to  graphically 
design  robots  and  toy  models.  An- 
other group  is  producing  a  news 
program  called  "Kids  Witness 
News,"  using  computers  to  script, 
illustrate  and  format  the  show. 

In  Dayton,  Ohio,  more  than 
1,000  computers  can  be  found 
across  the  district's  48  schools. 
And,  with  these  computers,  teach- 
ers are  developing  individual  learn- 
ing "prescriptions"  to  meet  their 
students'  needs.  One  student  who  is 
advanced  in  history,  but  less  profi- 
cient in  math,  develops  math  skills 
with  the  assistance  of  a  computer 
and  at  the  same  time,  receives  more 
advanced  history  instruction. 

Dr.  Paul  Holman,  Dayton's  di- 
rector of  computing  and  technolo- 
gy services,  says  that,  in  the  near 
future,  he  would  like  to  see  a  class- 
room with  one  teacher,  20  students 
and  21  computers. 


puters  allow  children  to  practice  inde- 
pendently and  receive  instant  feed- 
back so  they  don't  practice  mistakes. 
Computers  are  infinitely  patient  and 
remain  positive  no  matter  how  many 
tries  a  child  takes  to  answer  correctly. 

Tutoring:  There  are  times  when  a 
student  needs  extra  help  and  possibly 
a  different  approach  from  the  way  a 
teacher  has  presented  material  in 
class.  Computer  tutorials  offer  stu- 
dents a  new  approach  to  the  subject, 
as  well  as  one-on-one  assistance.  Tu- 
torial software  presents  information 
in  a  step-by-stcp  manner  and  allows  a 
child  to  work  at  his  own  pace,  getting 
the  constant  feedback  and  help  he 
needs  to  progress. 

Experimenting:  While  teachers  and 
parents  cannot  allow  children  to  ex- 
periment with  dangerous  chemicals  or 
to  cut  up  cadavers  to  sec  how  the  hu- 
man body  works,  computers  can. 

Science  and  math  simulation  soft- 
ware programs  make  these  and  other 
worlds  come  alive,  and  encourage 
children  to  learn  through  discovery 
and  experimentation. 

Simulations  also  provide  children 
with  an  opportunity  to  practice  mak- 
ing decisions,  a  critical  skill  for  their 
futures. 

In  some  social  studies  simulations, 
for  example,  children  can  make  deci- 
sions and  change  the  course  of  history 
for  a  minute  to  see  what  would  have 
happened. 

Curriculum  Packages  and  Integrat- 
ed Learning  Systems:  Just  as  in 
business,  network  technology  allows 
numerous  software  programs  to  be 
linked  and  shared  among  many  users. 
This  has  resulted  in  complete  net- 
worked curriculum  packages  (some 
covering  all  grades  K-12).  Students 
can  access  different  parts  of  the  cur- 
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Fivelfear  Old 
Writes  Life  Stor\i 


This  story  has  many  happy 
endings. 

That's  because  five  year  olds 

are  writing  all   

kinds  of 
stories  in 
classrooms 
where  teach- 
ers are  teaching  with 
IBM  Language  Arts 
Courseware. 

It  all  starts  with 
IBM's  acclaimed 
Writing  to  Read  pro- 
gram! It's  a  sell-paced, 
interactive  program 
that  teaches  kinder- 
gartners  and  first  graders  how  to 
writ(^  anything  they  can  say  and 
read  anything  they  can  write. 

An<l  once  students  learn  to 
write,  IBM's  Primary  Editor  Plus 
program  gives  them  a  simple  and 
fun  way  to  acluailv  learn  the  fun- 
damentals of  word  processing.  So 
the  skills  your  students  use  to  write 
and  edit  their  own  life  stories  at  five, 

i  l„l,r(l  t,\  Dr.  Jiilin  II.  Miirlin 


IBM  courseware  developed 
with  teachers  for  teachers 


will  be  with  them  at  25. 

Writing  to  Read  and  Primary 
Editor  Plus  are  just  two  of  the  many 

high-quality 
programs  that 
run  on  the 
IBM  PS/2 
Model  25 
desktop  computer. 

The  Model  25 
combines  the  power,  , 
speed  and  graphics 
capabilities  of  the  IBM 
Personal  System/2 
family  in  a  compact 
classroom  desktop  unit. 
Combined  with  our 
courseware,  it  puts  a  complete 
library  of  flexible  teaching  ' 
tools  at  your  fingertips. 

Thousands  of  schools 
are  teaching  English,  math, 
physics,  chemistry,  foreign 
languages  and  much  more  on 
IBM  PS/2s  with  IBM  Educational 
Courseware. 

And  with  good  reason. 


)ur  courseware  has  been 
leveloped  with  the  help  of 
tver  200  active  teachers 
lationwide.  IBM  makes 
ourseware  programs  for 
tudents  from  kindergar- 
en  through  high  school 
-courseware  that  comple- 


A  primm  is  a  solid  flgurv  Mith  tt 
oongru*n^  polygons  fsr  bmmmm. . 
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ments  your  curriculum 
and  the  textbooks  you're 
currently  using. 

But  courseware  isn't 
the  only  way  IBM  is  bring- 
ing subjects  to  life.  IBM 
LinkWay  for  example,  is  a 
new,  fun-to-use  interactive 
multimedia  tool  that  actu- 
ally combines  full- motion 
vid(H)  with  sound,  text  and 
color  graphics.  With  it, 
teachers  can  cn^ate  their 
own  sp(M'ial  multimedia 
shows  that  work  with  tlieir  curricula. 

And  there's  so  much  more 
Jr  we're  working  on  to  helj)  you 
f">-'  teach,  together  we  can  hel[) 
students  watch  atoms  collide, 
list(Mi  to  Shakesp(^are,  master 
geometry  with  the  ancient 
'    Egyptians —  or  liel[)  a  five  year 
old  write  his  own  lile  story. 
For  further  iidormation 
about  IBM  Educational  Systems, 
write: 

IBM  Corporation 
P.O.  Box  3900 
Peoria,  II 61614 

IBM  IS  a  registered  trademark,  and  Writing  to  Read.  Primary  Editor  Plus, 
PS/2  Model  25  and  Link  Way  are  trademarks  of  IBM  Corporation 
(cj  1989  IBM  Corporation 
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riculum  at  the  same  time  and 
progress  at  their  own  rate, 
and  teachers  can  monitor 
each  child's  progress. 

Computers  as  Creativity 
Tools:  Some  students  shy 
away  from  art  and  music  and 
fail  to  express  their  creative  ideas  be- 
cause they  are  not  immediately  profi- 
cient using  traditional  tools.  Creativi- 
ty software  offers  all  students  a  new 
array  of  tools  that  make  it  easier  for 
children  to  express  and  explore  their 
creativity  in  drawing  pictures,  com- 
posing music,  and  producing  visually 
interesting  reports  and  stories. 

Computers  as  Productivity  Tools: 

With  computers,  student  productivity 
can  increase,  just  as  in  the  business 
world.  Outliners,  word  processing, 
and  database  management  programs 
help  students  organize  their  thoughts 
and  information.  In  addition,  since 
students  can  more  easily  revise  their 
writing,  computers  encourage  better 
writing.  Before  computers,  students 
had  to  recopy  papers  to  make  chang- 
es, discouraging  them  from  making 
improvements. 


Computers  as  Research  Tools:  With 
computers  and  telecommunications, 
children  are  no  longer  limited  by 
what  is  available  in  their  library.  They 
can  access  information  from  dozens 
of  on-line  services.  In  addition,  with 
the  increased  storage  capabilities  of- 
fered by  CD-ROM  technology,  many 
major  reference  works,  including 
complete  encyclopedias,  are  becom- 
ing available.  As  children  plan  the 
steps  needed  to  retrieve  information 
from  these  databases,  they  learn  how 
to  conduct  a  search  for  information,  a 
valuable  skill  for  life.  In  addition,  nu- 
merous research  analysis  and  organi- 


zational tools  are  available  to  help 
children  organize  and  analyze  the  in- 
formation they  gather. 

Computers  as  Communications 
Tools:  Like  the  telephone,  computers 
have  the  power  to  bring  people  closer 
together.  Through  networking  tech- 
nology, computers  across  the  room  or 
across  the  world  can  be  connected  to 
allow  people  to  communicate,  and  to 
share  thoughts  and  information.  Chil- 
dren in  the  United  States  and  Russia, 
for  example,  have  recently  estab- 
lished electronic  "pen-pal"  relation- 
ships. Through  an  electronic  mail  pro- 
gram, students  in  each  country  can 


^I^S       We  want  to 
tell  the  world 
\    j       how  math 
works  for  you. 

Join  our 
national 
campaign  to 
improve  math 
competence. 

Request 
your  own 
"Math  Profile 
Sheet"  to 
participate. 

National  Council  of 
Teachers  of  Mathematics 

1906  Association  Dr.  •  Reston,  VA  22091 
(703)  620-9840  •  FAX;  (703)  476-2970 


WHAT  IS  THE  COMPUTER  LEARNING  FOUNDATION? 


The  Computer  Learning  foundation 
is  a  nonprofit  educational  founda- 
tion serving  the  United  States  and 
Canada.  While  the  foundation's 
overall  goal  is  to  increase  the  num- 
ber of  people  receiving  the  benefits 
of  computer  technology,  its  pri- 
mary focus  is  on  developing  com- 
petency among  our  youth.  To  this 
end,  the  foundation  provides  pro- 
grams and  materials  parents  and 
teachers  need  to  assist  our  children. 

Every  October,  the  Computer 
Learning  foundation  hosts  Comput- 
er Learning  Month  for  learning 
new  uses  of  computers  and  soft- 
ware. New  materials  from  the  foun- 
dation are  released  each  year  for 
Computer  Learning  Month. 

The  foundation  offers  three 
books  for  parents:  Everything  You 
Need  to  Know  (But  Were  Afraid  to 
Ask  Kids)  About  Computer  Learn- 
ing, Preparing  for  a  Career  in  the 
21st  Century,  and  Family  Activities 
Guide.  Individuals  may  order  a  set 
of  these  books  direcUy  from  the 
foundation  for  $3,  or  pick  up  free 
copies  during  Computer  Learning 
Month  in  October  from  local  retail- 
ers that  sponsor  the  foundation. 

For  teachers,  the  foundation  of- 
fers lesson  plan  materials,  teacher 
training  workshops  at  major  educa- 
tional conferences,  and  a  weekly 
television  series,  "School  Vision," 
on  public  broadcasting  stations. 

The  foundation  has  partnered 
with  corporate  and  public  sector  or- 
ganizations to  address  the  public 
need  for  information  on  computers. 


and  has  been  endorsed  by  53  U.S. 
and  Canadian  departments  of  edu- 
cation and  22  national  nonprofit  or- 
ganizations, including  the  National 
Education  Association,  American 
Federation  of  Teachers,  and  Na- 
tional PTA. 

The  foundation  is  funded  by  U.S. 
and  Canadian  corporations  and  lo- 
cal businesses. 

Principal  corporate  sponsors  are: 
Apple  Computer,  Inc.,  IBM  Corpo- 
ration, Tandy/Radio  Shack,  Aca- 
demic Computing,  Br0derbund 
Software,  Inc.,  Classroom  Comput- 
er Learning,  Compute!,  Computer 
Gaming  World,  Curriculum  Prod- 
uct News,  Davidson  &  Associates, 
Inc.,  DLM  Teaching  Resources, 
Early  Childhood  News,  Electronic 
Learning,  inCider  Magazine,  Jos- 
tens  Learning  Corporation,  Logo 
Computer  Systems  Inc.,  MECC, 
Mindscape,  Inc.,  Prodigy  Services 
Company,  Scholastic  Software, 
Inc.,  Soft-Kat,  Software  Publishers 
Association,  T.H.E.  Journal, 
Teaching  K-8,  Teaching  and  Com- 
puters, and  Today's  Catholic 
Teacher.  Supporting  sponsors  are: 
The  Learning  Company,  Mediagen- 
ic.  Inc.,  Personal  Computing,  and 
Software  City. 

The  foundation  encourages  corpo- 
rate leaders  to  join  its  efforts.  For 
more  information  on  corporate  par- 
ticipation, write: 
Corporate  Partners,  Computer 
Learning  Foundation,  P.O.  Box 
60967,  Palo  Alto,  CA  94306-0967. 


i  


TANDY 


A  Commitment  to  Educational  Excellence 

Rewarding 
Academic 
Excellence 


The   Tandy  Technology 
Scholars  competition,  funded  by 
Tandy  Corporation  and  adminis- 
tered by  Texas  Christian  University, 
omotes  academic  excellence  by  re- 
warding  outstanding  achievement: 

■  A  $2500  stipend  will  be  paid  to  100 
outstanding  mathematics,  science  or 
computer  science  teachers. 

$1000  scholarship  will  be  granted  to  100 
outstanding  mathematics,  science  or  com- 
puter science  students. 

■  Certificates  of  Achievement  will  be  presented  to 
high  school  seniors  who  rank  in  the  top  two  per- 
cent of  ^eir  class. 
Certificates  of  Achievement  will  also  be  awarded  to  the 
outstanding  student  and  teacher  nominated  by  their 
school  for  these  awards.  Recipients  of  cash  awards  will  be 
determined  by  a  panel  selected  from  educational  leaders 
across  the  nation.  ..  / 


"We  hope  that  this  program  will  motivate 
thousands  of  students  and  teachers  to 
make  a  difference,  and  to  declare  cham' 
pions  in  the  classroom— a  declaration  ■ 
which,  in  our  opinion,  society  has  not' 
made  frequently  enough."  " 


John  V.  Roath 
GEO  and  Chairman ' 
Tandy  Corporatimn 


For  more  information,  please  contact: 

TANDY  TECHNOLOGY  SCHOLARS 

P.O.  BOX  32897  •  TCU  STATION  •  FORT  WORTH,  TEXAS  76129  •  (817)  924-4087  .  j 

Endorsed  by  the  National  Association  of  Secondary  School  Principals       .f  f 


WE  INVEST  IN  FUTURES 
THlCr  PAY  DIVIDENDS 
For  A  LIFETIME. 


l-L  .-.Hi 


FOR  A  LIFETIME 


To  most  people,  the  name  Jostens  means  a 
gold  class  ring,  the  traditional  symbol  of  aca- 
demic achievement.  But  we're  also  investing 
in  a  resource  more  precious  than  gold:  the 
future  of  our  students  and  teachers. 

We  created  the  Renaissance'"'  Program,  an 
innovativ  e  ppproach  that  motivates  students 
to  achieve  adeniic  excellence  and  increases 
appreciation  of  teachers  as  professionals. 
We  also  support  the  National  Association  of 
Secondary  School  Principals  by  underwriting 
dialogues  to  improve  the  future  of  education. 

The  Jostens  Foundation  funds  one  of  the 
large    corporate  scholarship  programs 
in  America. 


JOSTENS 


And  high  school  students  across  the 

land  look  ahead 
to  brighter  futures 
thanks  to  our 
alcohol  and  drug  abuse  education  programs. 

For  nearly  a  century  Jostens  has  been  setting 
high  standards  for  itself.  Now  we're  helping 
the  educational  community  do  the  same  with 
a  major  investment  in  educational  excellence. 
We  believe  this  will  reap  a  lifetime  of  dividends 
for  all  Americans. 

To  learn  more  about  our  programs,  contact 
Jostens  Inc.,  5501  Norman  Center  Drive, 
Minneapolis,  MN,  55437  or  call  toll-free 
800-535-4110. 


At  Jostens  Learning  Corporation,  we're 
investing  in  the  restructuring  of  education 
with  powerful  computer  tools  that  help 
students  and  teachers  realize  the  promise 
of  a  better  future. 

Our  colorful,  interactive  courseware  utilizes 
the  full  potential  of  technology  to  motivate 
kids.  So  they  master  the 
basics  and  develop  the 
inquiry  and  problem- 
solving  skills  they'll  t?^Q'TTHl\.TQ 
need  for  a  lifetime  in        JV^Z^  1  iZi 
the  Information  Age.  LEARNING 

Special  instructional  CORPORATI^^ 
programs  reach  out  to      At  the  heart  of  education. 


students  at  risk  and  help  parents  and  children 
work  together  to  learn  at  home.  And  we 
make  a  special  investment  in  teachers  by 
giving  them  the  support  they  need  to  make 
technology  really  work. 

The  dividends  we  reap  from  educating  our 
young  people  will  determine  the  future  of 
our  country.  That's  why  we're  investing  in 
solutions  that  yield  results  in  any  school 
environment.  With  every  student.  At  the 
heart  of  education. 

To  learn  more  about  our  state-of-the-art 
instructional  technology,  contact  Jostens 
Learning,  6170  Cornerstone  Court  East,  San 
Diego,  CA  92121  or  call  toll-free  800-548-8372. 
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tell  each  other  about  their 
activities. 

Through  these  types  of 
electronic  communication 
links,  children  can  strength- 
en their  abihty  to  express 
themselves  in  writing,  gain 
sensitivity  to  other  cultures,  and  pre- 
pare themselves  for  the  increased  use 
of  electronic  communications  in  the 
workplace. 

Computers  as  Entertainment 
Tools:  Computers  can  be  a  lot  of  fun. 
Besides  just  being  fun  to  play,  many 
games  are  educational  in  nature  and 
many  other  games  develop  eye-hand 
coordination  and  strategy  skills. 


Our  Schools  Need  More 
Computers  and  Software 

With  these  powerful  benefits  to  offer, 
what  is  holding  our  schools  back  from 
fully  utilizing  technology  in  the  class- 
room? First  of  all,  on  the  economic 
side,  computer  equipment  and  the  va- 
riety of  software  beneficial  to  a  child's 
education  cost  real  dollars.  Just  ten 
years  ago,  there  were  no  computers  in 
the  schools.  Imagine  if  this  year  every 
school  in  the  country  had  to  buy  all 
new  textbooks,  desks,  and  chairs  for 
our  more  than  45  million  students. 
The  cost  would  be  astronomical. 
That's  what  schools  face  to  build  an 
inventory  of  sufficient  computer 
equipment  and  software. 


WHAT  COMPANIES  ARE  DOING 


Numerous  corporations  have  devel- 
oped altruistic  programs  to  pro- 
mote effective  use  of  technology  in 
the  classroom  and  to  recognize  ex- 
emplary teachers  integrating  tech- 
nology in  their  teaching. 

For  ten  years,  Apple  Computer 
has  donated  computers  to  educators 
and  schools  as  tools  for  developing 
more  effective  ways  of  learning 
and  leaching.  The  Apple  Education 
Grants  Program  provides  more 
than  $2  milUon  each  year  to  needy 
schools  nationwide. 

Each  year  since  1982,  Scholas- 
tic's Electronic  Learning  maga- 
zine recognizes  outstanding  educa- 
tors with  its  Educator  of  the  Year 
award.  This  award  is  given  to 
teachers  in  ra^ognition  of  their  in- 
novative ways  of  promoting  the 
use  of  computers. 

Each  year,  in  their  computer- 
using  Teacher  of  the  Year  program, 
IBM  Corporation  and  Classroom 
Computer  Learning  magazine 
jointly  honor  one  national  and  nu- 
merous Siaie  and  regional  teachers 
who  ha  /e  ;  ■  xul  technology  in  crea- 
tive ways  t:  improve  the  quality  of 
educaiK'n  in  -he  cUissroom. 

NCR  Cx  poraivon  has  commit- 
ted a  half  i  ul'ioo  dollars  in  com- 
puter equipme  ;!  tn  j  Dayton,  Ohio, 
effort  to  impro  '  ■  c  education  of 
at-risk  youth. 

Tandy  Corpo  .{ion  has  estab- 
lished The  TaisJy  Technology 
Scholars  competition,  being  admin- 


istered by  Texas  Christian  Univer- 
sity, to  reward  academic  excellence 
among  teachers  and  students  in 
math,  science,  and  computer  sci- 
ence. Awards  include  $2,500  cash 
stipends  to  100  exemplary  teach- 
ers, $1,000  college  scholarships  to 
100  outstanding  students,  and  Cer- 
tificates of  Achievement  to  top- 
ranking  high  school  seniors  and 
teachers  nominated  by  their 
schools.  The  Tandy  Radio  Shack 
Division  also  administers  the 
Tandy  Educational  Grants  Program 
to  encourage  effective  integration 
of  technology  in  American  educa- 
tion. Since  1982,  185  educators 
have  been  awarded  more  than 
$1.75  million  in  Tandy  computer 
equipment  and  software. 

Jostens  Learning  Corporation 
donated  Compton's  MultiMedia 
Encyclopedia  (using  CD-ROM)  to 
the  Boston  Computer  Museum,  af- 
fording children  there  the  experi- 
ence of  doing  electronic  research 
on  location. 

Numerous  other  firms  give  soft- 
ware and  computer  equipment  to 
community  and  school  programs 
and  to  private  programs  that  recog- 
nize innovative  educators  and  pro- 
grams. Dozens  of  companies  do- 
nate computer  equipment,  software, 
and  other  items  to  the  Computer 
Learning  Foundation  for  use  as 
prizes  in  the  foundation's  national 
contests  honoring  exemplary  stu- 
dents, educators,  and  organizations. 


Today,  almost  all  U.S.  schools 
have  at  least  one  computer  for  in- 
structional use,  compared  with  only 
18%  just  eight  years  ago.  The  number 
of  computers  in  schools  is  approach- 
ing 2  million,  compared  with  the  esti- 
mated 18  miUion  computers  in  busi- 
ness. Quality  Education  Data,  a 
school  research  firm,  finds  the  nation- 
al average  ratio  of  students  to  com- 
puters to  be  23  to  1 .  Imagine  the 
problems  a  business  would  have  if  23 
people  shared  one  computer!  We 
need  to  accelerate  the  rate  at  which 
we  are  bringing  technology  into  the 
schools  and  move  from  the  ratio  of 
1:23  to  at  least  1:10. 

We  also  need  to  be  cognizant  of  the 
fact  that  schools  do  not  have  enough 
software,  either  in  variety  of  pro- 
grams or  number  of  copies.  This  can 
lead  to  serious  problems,  including 
underutilized  computers  or  illegal 
copying  of  software. 

The  cost  of  buying  the  equipment 
and  software  is  substantial.  The  criti- 
cal issue  really  comes  down  to:  what 
is  the  cost  -  to  individual  growth  and 
our  nation's  long-term  stability  ~  of 
not  making  enough  computers  and 
software  available  in  schools? 

Though  it  is  difficult  to  measure, 
one  may  argue  that  the  cost  of  not 
properly  preparing  our  youth  far  ex- 
ceeds the  capital  costs  of  the  comput- 
er equipment  and  software  needed. 

Our  Teachers  Need  More 
Training 

Beyond  the  costs  of  more  equipment, 
we  face  the  formidable  challenge  of 
adequately  training  nearly  three  mil- 
lion educators  to  use  and  effectively 
integrate  computers  and  software  into 
their  classrooms.  According  to  Mar- 
ket Data  Retrieval,  only  an  estimated 
16%  of  our  educators  are  using  com- 
puters with  their  students.  To  teach 
our  youth  to  use  technology,  teachers 
must  first  become  competent  users  of 
technology  themselves.  Imagine  a 
teacher  who  is  unable  to  read,  teach- 
ing our  children  to  read. 

Teacher  training  needs  to  be  a  na- 
tional priority.  The  vast  majority  of 
teachers  today  did  not  grow  up  in  the 
"computer  generation,"  and  they  need 
help.  OTA's  Power  On!  study  indi- 
cates that  almost  two-thirds  of  Ameri- 
can teachers  have  had  less  than  ten 
hours  of  training  on  computers. 

Very  few  dollars,  however,  are  be- 
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ing  earmarked  for  such  train- 
ing, and  many  states  have  no 
state  funds  for  computer 
/        technology  training.  Accord- 
I        ing  to  Quality  Education 

  Data's  June  1989  District 

Survey,  35%  of  schools  sur- 
veyed had  no  plans  to  invest  in  com- 
puter training  and  32%  planned  to 
put  into  training  the  equivalent  of 
only  1-5%  of  what  they  would  spend 
on  hardware  this  year. 

American  corporations  spend  $210 
billion  each  year  on  formal  and  infor- 
mal training  of  employees,  according 
to  the  American  Society  for  Training 
and  Development  Our  entire  national 
budget  for  K-12  education  is  $238 
billion,  including  staff,  facilities,  in- 
structional materials,  and  training. 

Even  new  teachers  are  not  being 
fully  prepared  to  integrate  technology 
in  their  teaching  methods.  As  recent 
as  1987,  only  14  states  required  any 
coursework  with  computers  for  new 
teacher  certification.  Power  On! 
points  out  that  less  that  30%  of  all 
student  teachers  in  1987-88  felt  they 
were  ready  to  teach  with  the  aid  of  a 
computer.  Ideally,  teacher  training 
programs  should  integrate  the  effec- 
tive use  of  computers  and  software 
into  all  methods  courses. 

Technology  Needs  to  Be 
More  Effectively  Integrated 
Into  Our  Classrooms 

In  our  use  of  technology  in  schools, 
we  need  to  teach  children  how  to  use 
computers  and  software  as  tools  in 
their  everyday  lives,  rather  than  to  use 
computers  as  an  isolated  activity. 
Computers  and  software  are  means  to 
an  end,  not  ends  in  themselves. 
When  we  first  began  using  computers 
in  schools,  we  offered  computer 
courses.  These  courses  focused  on 
teaching  how  computers  work  and 
how  to  program  them;  i.e.,  they 
taught  computers  as  ends  in  them- 
selves, not  means  to  an  end.  Comput- 
ers are  modem-day  learning  tools  that 
should  be  used  alongside  other  learn- 
ing tools  like  pencils,  dictionaries, 
and  calculators. 

To  isolate  computers  as  a  course  is 
like  teaching  children  how  to  make 
pencils.  Children  need  to  know  how 
to  use  them,  not  make  them. 

Rather  than  computer  courses, 
many  schools  now  expose  children  to 
computers  in  software  courses  ~ 


word  processing,  databases,  desktop 
publishing,  and  the  like.  While  this  is 
a  step  in  the  right  direction,  this  ap- 
proach teaches  software  as  an  end  in 
itself,  not  as  a  means  to  an  end. 

Isolating  software  as  a  course  is 
similar  to  having  children  take  a  sep- 
arate class  in  how  to  use  a  pencil.  The 
use  of  a  pencil  is  taught  as  children 
write  stories  or  arithmetic  problems 
or  draw  pictures.  We  need  to  ap- 
proach instruction  about  computers  in 
the  same  way. 

We  now  need  to  take  the  critical 
third  step  and  integrate  technology 
into  all  areas  of  the  curriculum  and 
show  children  how  to  use  computers 
and  software  as  tools  to  assist  them  in 
writing,  researching  and  the  like  -  to 
use  computers  as  the  means  to  an  end, 
not  ends  in  themselves. 

How  Can  Corporations 
Help  Their  Schools? 

To  help  schools,  companies  need  to 
first  get  involved  and  ask  questions. 
This  can't  be  emphasized  enough.  We 
all  have  a  responsibility  lo  make  sure 
our  children  receive  the  best  educa- 
tion they  can,  and  to  help  our  schools. 
How  are  local  schools  using  comput- 
ers? What  are  the  barriers  to  schools 
more  effectively  integrating  technolo- 
gy into  the  classroom?  What  is  the  ra- 
tio of  computers  to  students?  How 
wide  a  variety  of  software  is  availa- 
ble? How  much  training  have  teach- 
ers had  on  integrating  technology  into 
the  curriculum? 

Companies  can... 

■  Help  local  school  administrators 
and  teachers  learn  about  the  many 
ways  a  computer  can  benefit  them 
and  their  students  as  a  tool.  Offer  vol- 
unteers to  help  teachers  learn  how  to 
use  technology,  or  offer  classroom 
speakers  or  field  trips  to  your  offices 
to  show  students  and  teachers  how 
your  company  is  using  technology. 

■  Work  with  schools  to  bring  the 
computers  out  of  computer  or  soft- 
ware classes  and  into  the  regular  cur- 
riculum. Set  up  a  corporate  grant  or 
awards  program  for  effective  class- 
room uses  of  technology. 

■  Be  supportive  of  teacher  training 
efforts.  Encourage  your  school  to  pro- 
vide more  training  for  teachers  and 
incentives  for  using  technology  effec- 
tively in  their  classrooms.  We  cannot 


expect  teachers  to  effectively  inte- 
grate technology  into  their  classrooms 
if  we  don't  provide  them  with  training 
and  the  time  to  learn. 

■  Help  schools  gain  the  resources 
they  need  to  integrate  technology  into 
the  curriculum.  Work  with  state  and 
local  officials  for  greater  allocation  of 
resources  to  computers,  software,  and 
teacher  training.  Participate  in  tech- 
nology fund  raisers  and  help  your 
school  apply  for  grants. 

■  Encourage  your  local  schools  to 
make  computers  and  software  more 
accessible  to  all  students  during  free 
time,  study  halls,  after  school,  even 
on  weekends. 

■  Help  your  school  staff  an  after- 
hours  program  with  volunteers. 

■  Support  the  Computer  Learning 
Foundation  and  encourage  schools  to 
participate  in  Computer  Learning 
Month.  It's  a  time  for  sharing  ideas 
and  information  among  teachers,  par- 
ents, and  children.  Participating  in  the 
many  contests  can  be  fun  and  result 
in  new  learning. 


Finding  the  right  computer 
for  your  child  can  be  a  little 
like  finding  class  on  the 
first  day  of  school 


I  ersonal  computers  are  an  increasingly 
popular  and  important  way  to  help  educate 
your  child.  But  changing  technology  and 
widening  educational  software  choices 
make  it  liard  to  find  the  best  possible 
system  for  your  child's  needs. 

Software  City  makes  it  easier. 

We've  developed  a  brochure  to  teach  you 
how  to  buy  tlie  right  computer  for  your 
child,  and  avoid  purcliase  errors  costly  to 
you  and  fru.strating  to  your  young  one. 
And,  it  will  help  you  to  select  from  the 
thousands  of  software  programs  that  exist 
on  every  subject 


R)r  your  free  copy  of  "A  Parents  Guide  to 
Computers  and  Educational  Software", 
Visit  a  Software  City  near  you,  or  call 
1-800-222-0918  for  a  store  lisUng. 


SINCE  1980 


Franchises  available. 
Write;  Software  City 
1 1 1  Gahvay  Plarc 
Teaneck,  NJ  07666 
(800)  222-0918 
(201)  833-8510 
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LESSONS  LEARNED: 

A  CA  LL  TO  ACTION 


Business  is  involved  in  education  in 
countless  ways,  from  adopt-a-school  pro- 
grams to  carefully  orchestrated  lobbying 
efforts  in  state  capitals,  for  only  one 
reason:  the  bottom  line.  No  longer  are 
philanthrophy  and  altruism  the  issues; 
they  are  important,  but  not  primary. 
Business  is  interested  today  because  long- 
term  profitability  depends  on  it.  Educa- 
tion is  the  source  of  economic  growth 
and  prosperity;  it  is  the  foundation 
of  our  ability  to  compete  in  a  changing 
world  economy.  Without  an  educated 
work  force  America  will  be  left  behind. 

Understandably,  the  pace  of  education 
reform  and  restructuring  across  the 
nation  has  been  uneven;  examples  of 
significant  change  and  improvement  are 
to  be  found  in  many  communities.  Taken 
together,  however,  they  have  been 
I  lamentably  slow  in  coming.  By 
t  any  measure,  we  still  lag  far 
behind  the  competition.  Most 
European  schools  are  superior, 


A  young  participant  in  IBM's  Writing  To  Read 
program  iearns  to  "write  what  he  can  read  and  read 
what  he  can  write"  by  listening  to  instructions 
before  typing  his  own  story. 
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"It's  not  enough  to  deplore  the  situation  or  to  blame  it  on  a  supposed  lack 
of  money.  We  already  spend  more  on  our  students  than  any  major 
industrialized  country  in  the  world... we  can  no  longer  patch,  adjust,  tinker, 
and  complain,  it  is  time  to  act." 


Lauro  F.  Cavazos,  U.S.  Secretary  of  Education 
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Graduating  students 
at  California's  Palo  Alto 
High  School 


and  Japanese  schools  are  far 
superior,  to  American 
schools.  The  example  of 
Japanese  schools  is  particu- 
larly galling  to  many  Ameri- 
can educators  and  business 
leaders  alike.  Japan  is  a  very 
different  country  with  a 
different  history,  traditions, 
and  people.  What  works 
there  will  not  work  in 
America,  they  assert.  They 
are  right.  We  cannot  borrow 
Japanese  practices  wholesale. 

But  there  is  one  important 
and  fair  way  to  compare  our- 
selves to  the  Japanese:  Do  our  schools  do 
for  us  what  Japanese  schools  do  for  Japan? 
Do  Japanese  schools  meet  Japanese  goals 
and  objectives?  They  do.  No  such  claim 
can  be  made  for  American  schools;  few 
among  us  would  claim  that  our  schools 
meet  the  needs  of  our  economy  c^r  social 
system.  What  is  to  be  done? 

The  answer  is  a  call  to  action;  the  busi- 
ness community  must  rise  to  the  occasion; 
it  must  take  the  reins  of  reform  and 
restructuring  for  two  reasons:  No  one  else 
will,  and  if  business  fails  to  do  so,  business 
itself  will  fail.  We  cannot  make  it  in  a 


global  economy  with  a  sec- 
ond-class work  force.  Amerl 
ca's  comparative  advantage] 
must  be  applied  human 
intelligence. 

SCHOOLS  THAT 
PRODUCE 


hat  must  the  busin^ 
community  do?  It 
must  insist  on 
schools  that  produc 
schools  that  set  and  meet 
high  standards;  it  must 
expect  no  less  of  schools 
than  it  expects  of  itself.  To  create  tomor- 
row's work  force,  our  schools  must  be 
restructured.  American  education  is  as 
badly  in  need  of  perestroika  as  is  the  Rus- 
sian economy.  Old  ways  will  not  prepare 
us  for  the  future.  To  think  about  the 
school  of  the  future,  we  must  first  think 
about  the  worker  of  the  future.  What 
kinds  of  graduates  do  our  schools  need  to 
produce?  What  does  an  educated  work 
force  look  like  in  the  late  20th  century? 
The  worker  of  tomorrow  must  be  able  to 
read  and  write,  communicate  with  superi 
ors,  peers  and  subordinates,  follow  verba, 
and  written  instructions, 
work  with  complex  softwan 
and  hardware,  solve  prob- 
lems, and  draw  inferences; 
in  short,  the  successful 
worker  must  be  broadly  edi  [|  |^ 
cated  and  able  to  continue 
learning. 

The  employing  commu- 
nity— business,  governmem 
unions,  the  not-for-profit 
sector — will  train  its  employ 
ees  if  they  are  first  educated 
by  the  schools. 

How  does  the  business 
community  get  its  point  of 
view  across  to  both  educate 
and  the  public  at  large?  It  is 
a  two-stage  process,  and  we 
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The  new  teacher  has  137  microchips, 
m  infrared  sensor,  and  little  rubber  wheels. 

'^hen  he  gets  the  chance  to  teach  science,  he  comes  aUve.  And  so  do  his  students. 

He  is  Tharogem  I,  robot  star  of  Project  RobotACTS.™  It's  a  new  education  project  developed 
J  the  Thames  Science  Center  in  New  London,  Connecticut,  and  now  supported  by  the  National 
:ience  Foundation. 

Tharogem  gets  kids  excited  about  the  principles  of  physics.  And  about  programming, 
nd  about  building  simple  robots  of  their  own. 

He  gets  us  excited,  too.  We're  concerned  that  so  few  American  students  are  inspired  by  physical 
:iences.  That's  why  we  at  General  Dynamics  helped  start  this  program.  So  far,  more  than  6,000 
astern  Connecticut  students  have  seen  Tharogem  demonstrate  principles  of  light,  sound,  electricity, 
lagnetism,  and  math. 

In  return,  the  students  are  demonstrating         GENE  R AL  DYN  AlVI  I C!B 

)mething,  too.  Enthusiasm  for  learning.  A  Strong  Company  For  A  Strong  Country 
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are  nearing  the  end  of  the  first  stage. 
Sounding  the  alarm  and  preparing  our- 
selves for  an  uncertain  future  by  making 
modest  changes  on  the  margin  is  neces- 
sary. So  long  as  adopt-a-schools,  partner- 
ships, and  cooperative  ventures  are  the 
first,  exploratory  steps,  they  are  impor- 
tant; as  last  steps,  they  are  not  worth  the 
paper  they're  written  on.  As  a  device  to 
lay  the  groundwork  for  restructuring,  they 
are  invaluable;  if  they  simply  represent 
transient,  cosmetic  changes, 
they  are  wasted  effort. 


needs  to  improve  its  educational  system  to 
keep  pace  with  business),  is  involved  in 
numerous  programs  sharing  its  human 
resources  with  St.  Louis  schools. 

One  of  the  most  exciting  and  successful 
ventures  is  its  Summer  Teaching  Intern- 
ship program,  in  which  teachers  are 
employed  for  eight  weeks.  The  internships 
are  directly  related  to  teachers'  expertise. 
This  enrichment  program  helps  the  teach- 
ers bring  renewed  creativity,  enthusiasm, 
and  new  knowledge  to  prepare  students 
for  the  business  world.  Each  teacher 
intern  is  obligated  to  create  a  curriculum 
segment  based  on  the  summer  experience 
for  use  in  the  classroom  and  other  school 
districts  in  Greater  St.  Louis. 

The  business  com- 


RESTRUCTURING 

The  second  stage — restructuring  the 
nation's  schools — must  begin,  and  no 
group  of  Americans  is  better  prepared 
by  temperament,  knowledge,  and 
organizational  ability  to  lead  it  than  the 
business  community. 

In  a  highly  diverse,  pluralistic  society, 
with  multiple  power  centers  and  varied 
interest  and  capacities,  restructuring  will 
mean  different  things  to  different  people. 
That's  as  it  should  be.  There  is  no  master 
template  to  apply  to  every  school  in  the 
nation,  but  there  are  general 
rules  that  will  help  to  make 
sense  of  the  process.  The  first 
rules  of  the  business  commu- 
nity are  also  the  first  rules  of 
school  restructuring:  commu- 
nicate, cooperate,  collaborate 
Business  must  let  schools 
know  what  is  expected  of 
tomorrow's  workers.  McDon- 
nell Douglas,  for  instance  (a 
firm  believer  that  America 
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munity  cannot  do  the  schools'  job  for 
them  any  more  than  educators  can  be 
expected  to  run  the  nation's  businesses. 
But  business  can  let  schools  know  what 
will  be  required  of  graduates  if  they  are  to 
find  and  hold  jobs  that  provide  personal 
satisfaction  and  adequate  income. 

At  the  same  time,  schools  must  let  the 
business  community  know  what  is  needed 
to  provide  a  first-class  education  for  all 
Americans.  We  cannot 
afford  the  alternative; 
in  the  '90s  and  beyond 
ignorance  is  simply  too 
expensive. 

Charity  is  not  the 
answer.  Business  cannot 
pick  up  the  tab  for  educa- 
tion, and  educators  and 
the  public  should  be  aware 
of  this.  Philanthropy  will 
continue,  but  it  is  no  sub- 
stitute for  taxes.  Good 


ILLUSTRATION  BARBARA  BANTHIE 
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ibody  likes  change.  But 
isiness  as  usual  in  the 
ibllc  education  system 
going  to  put  us  out 
business... a  system 
ithout  incentives  and 
wards  drives  out 
e  good  and  favors  the 
ediocre." 


lert  Shanker,  President 
lerican  Federation  of  Teachers 


education  is  expensive,  and  there  is  no  free 
lunch.  Public  education  is  the  public's 
business,  and  broad-based  taxes  on  sales, 
use,  and  income  are  the  appropriate  vehi- 
cles to  fund  schools.  For  example,  in  1990 
the  nation's  elementary  and  secondary 
schools  will  spend  more  than  $200  billion, 
double  the  combined  profits  of  the 
nation's  500  largest  firms.  But  business  can 
and  will  shoulder  its  fair  share  of  the  tax 
burden;  indeed,  the  schools 
can  be  confident  that  as  they 
provide  more  education  for 
the  dollar,  there  will  be  more 
dollars  for  education. 

Educators  too  often  believe 
that  they  cannot  improve 
school  performance  without 
more  money:  "Resources  pro- 
duce results."  Business  lead- 
ers, by  way  of  contrast, 
typically  think  that  "results 
will  produce  resources."  What 


is  called  for  in  the  '90s  is  a  new  quid  pro 
quo:  more  resources  as  results  improve. 

THREE  C's 

Communication  leads  naturally  and 
easily  to  cooperation,  the  second 
phase  of  school/business  involve- 
ment. 

As  the  schools  and  business  community 
talk  to  one  another  they  will  continue  to 
find  common  ground,  as  the  anecdotes  in 
this  white  paper  illustrate.  The  basis  for 
cooperation  is  already  evident:  economic 
imperatives.  And  the  success  of  existing 
cooperative  ventures  abounds.  From  the 
most  modest  mom-and-pop  store  support 
to  gifts  from  high-tech  firms,  from  inner- 
city  adopt-a-school  programs  to  business- 
sponsored  studies,  the  track  record  is 
impressive:  Business  cares,  and  working 
with  the  schools,  business  can  make  a 
difference. 


unteers  at  Arco's  Joint  Education  Project  at  the  10th  Street  School  in  Los  Angeles  work  in  collaboration  with  teachers. 


A  car  traveling  60  miles  per  hou 
covers  88  feet  per  second,  almost 
third  the  distance  of  a  football  field 


A  passenger  in  that  car  is  only  tw 
feet— two-hundredths  of  a  second 
from  solid  glass.  Glass  that  abrupt! 
stops  moving  in  a  head-on  collision 
although  the  passenger  does  no 

On  the  open  road,  action  and  reactio 
are  virtually  simultaneous,  and  the  lin 
between  life  and  death  is  calibrate 

At  60  miles  per  hour  a  prayer  is  too  slow.  ^  ^'^^    °^  ^  ^^^^^ 

Something  needs  to  come  between  th 
passenger  and  the  windshield.  Some 
thing  more  substantial  than  a  praye 

At  the  moment  of  impact,  sensors  i 
the  bumper  and  engine  compartme 
signal  an  initiator  developed  by  IC 

Triggered  by  the  initiator— just  thre 
thousandths  of  a  second  after  the  initi 
impact— a  mixture  of  propellant  gase 
expands  instantaneously  fully  inflatin 
a  protective  airbag.  The  bag  remain 
inflated  for  two  crucial  seconds,  the 
it  collapses  again  to  restore  visibilit 

As  a  consequence  of  this  technolog 
thousands  of  lives  may  be  saved  a  yea 

Automotive  safety  is  only  one  of  th 
areas  in  which  ICI  is  finding  solution 

Through  biotechnological  researc 
on  crops.  ICI  is  striving  to  end  worl 
hunger  And  our  health  care  product 
are  making  life  better  for  million 

Some  developments,  such  as  our  ne 
"ozone-friendly"  fluorocarbons,  may  tak 
years  before  they  make  a  differenc 

And  some  will  make  a  difference  i 
a  considerably  shorter  period  of  time 


World  Problems  World  Solutions 


World  Clas: 
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Finally,  cooperation  leads  to  collabora- 
tion, the  bottom  line.  It  is  the  ultimate, 
and  the  most  difficult,  objective  of  com- 
munication and  cooperation.  Collabora- 
tion means  that  business  must  get  off  the 
sidelines  and  onto  the  playing  field.  It 
means  that  business  must  run  some 
risks — long-term  education  risks,  not 
short-term  business  risks.  And  it  means 
that  educators  must  run  some  risks. 

Educators  must  recognize  that  the  price 
for  business  support  is  performance.  Busi- 
ness will  hold  the  schools  to  the  same 


standards  it  holds  itself:  Satisfy  the  cus- 
tomer, continually  strive  for  product 
improvement;  commit  to  higher  produc- 
tivity and  lower  cost.  Strategy  does  not 
exist  in  a  vacuum.  It  must  be  defined  by 
clearly  articulated  goals  and  purposes.  If 
the  three  broad  strategies  that  business 
and  the  schools  stress  are  communicate, 
cooperate,  collaborate,  what  should  the 
substance  of  those  strategies  be?  What 
should  the  nation's  education  goals  be, 
and  how  does  the  business  community 
help  shape  the  agenda? 

Here,  too,  the  answer  is  straightforward. 
Business  should  expect  of  the  schools  pre- 
cisely what  it  expects  of  itself  and  what  its 
customers  expect  of  it:  performance. 
Schools  must  be  able  to  describe  and 


defend  what  they  do  in  terms  of  value 
added.  What  difference  does  going  to 
school  make?  In  what  measurable  ways  is 
student  better  off  having  gone  to  school? 

From  a  business  perspective  this  is  not 
idle  speculation.  The  vast  majority  of  the 
nation's  firms  provides  education  and 
training  for  employees,  from  the  most 
practical  on-the-job  training,  provided 
informally  by  more  seasoned  workers,  to 
the  most  sophisticated  high-tech  training 
provided  by  sophisticated  high-tech  firms 
They  do  so  not  to  feel  good,  not  to  do 
good,  but  to  do  well.  Firms  train 
and  educate  because  training  and 
education  pay.  The  educated 
worker  is  a  better  worker;  a  more 
productive  worker;  a  happier 
worker;  a  worker  with  a  greater 
commitment  to  the  firm;  and 
finally,  a  worker  who  is  better  paid. 
Indeed,  such  a  worker  is  more 
employable,  not  just  in  the  firm  tha 
provides  the  training,  but  in  the 
economy  at  large. 
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INVESTING  IN  PEOPLE 


Is  it  worth  it  for  business  to  use 
hardheaded  business  calculus 
when  it  initiates  or  supports 
employee  education  and  training 
Is  the  firm  receiving  value  for, its  investmei 
Investment,  of  course,  is  the  key  word. 


"Business  is  often  criticized  for 
putting  too  much  emphasis  on  the 
short  term.  But  early  childhood 
education  is  one  subject  [where]  we 
have  to  look  years  ahead,  because 
that's  where  the  benefits... 
will  payoff." 

James  J.  Renier 
CEO,  Honeywell 
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We  even  havea  plan  if  your  building  gets  sick. 


How  safe  is  the  place  you  work?  Are  you  sure? 

Every  day,  500  chemists,  engineers,  biologists,  and  technicians 
who  work  for  Aetna  report  for  work  in  many  different  places.  Simply  to 
provide  scientific  answers  to  these  fundamental  questions. 

In  factories  and  plants,  they  search  for  ways  to  help  reduce  the  haz- 
ards that  come  with  the  job. 

At  construction  sites,  they  help  identify  unsafe  work  practices. 

And  in  office  buildings,  especially  the  newer  ones,  they're  on  the 
lookout  for  such  maladies  as  TBS:  Tight  Building  Syndrome.  A  condition 
that  can  occur  when  improper  building  ventilation  starts  causing  head- 
aches, dizziness,  and  breathing  difficulties. 

In  many  cases,  such  a  thorough  environmental  survey  is  required 
before  Aetna  will  write  the  policy  But  our  customers  will  be  the  first  to 
tell  you  how  much  they  welcome  our  thoroughness.  Not  just  because 
safer  buildings  can  result  in  lower  insurance  premiums.  VT^HI 

But  because  our  customers  are  the  ones  who  have  ^^^3 
to  go  to  work  at  the  same  place  every  day  ^^^H| 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT  HIIII^H 


Honeywell  control  can  make  any 
room  in  a  school  more  comfortable 

WrrH  ONE  POSSIBLE  EXCEPTION. 


It  p.; 

fan. 


Any  teacher  knows  that  a  child's  learn- 

environment  is  as  important  as  the 
right  classes  or  bi  )oks. 

That's  whv  to  create  a  safer  and 
more  comfortat-ie  atmosphere  for  their  stu- 
dents, more  and  more  schools  are  turning 
to  Honeywell. 

Honeywell  offers  an  environmental 


control  program  guaranteed  to  pay  tor 
itself.  That  fact,  coupled  with  unmatched 
service,  has  led  to  long-term  partnerships 
with  schools  all  over  the  globe. 

Honeywell  is  the  world's  leader  in 
control  technology.  Providing  products, 
systems  and  services  not  only  for  build- 
ings and  homes,  but  also  for  industry, 

Honeywell 


aviation,  space  and  defense. 

In  short,  although  you  may  never 
think  about  it,  Honeywell  touches  nearl 
every  aspect  of  your  lite.  Ot  course,  if  yc 
had  to  think  about  it,  we  wouldn't  be 
doing  our  job. 

For  more  intcirmation  please  call: 
1-800-345-6770.  ext.  1599. 


led 
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r  that  is  exactly  what  expenditures  on 
ucation  and  training  are:  investments, 
both  the  short  and  long  term.  And 
2re  are  measurable  returns, 
rhat  is  not  to  say  that  the  schools'  pur- 
se is  thoroughly  economic;  in  the  mod- 
1  economy  the  well-educated  and  well- 
jnded  individual  is  what  we  should 
ive  to  produce.  As  noted  elsewhere  in 
is  white  paper,  the  high-tech,  knowl- 
ge-intensive  economy  rests  on  a  founda- 
<n  of  liberal,  not  purely  vocational, 
ucation.  Indeed,  first-rate  technical  and 
cational  education  itself  stands  on  a 
indation  of  liberal  education, 
rhis  is  the  result  of  a  qualitative  trans- 
•mation  in  the  nature  of  work  in  the  late 
th  century.  Agricultural  and  industrial 
)rkers,  treated  as  interchangeable  parts 
earlier  times,  have  been  replaced  by  the 
.owledge-intensive  worker,  who  must 


solve  problems,  troubleshoot,  communi- 
cate, and  bring  higher-order  thinking  skills 
to  the  workplace.  And  as  the  nature  of 
work  changes,  so  does  its  organization. 
Once,  the  ownership  of  physical  capital 
was  the  source  of  wealth;  at  day's  end. 


"I  challenge  every  CEO... to  get  involved— personally 
Involved— with  the  schools  in  your  community. 
I  want  to  see  all  of  America's  corporations  involved  in 
a  truly  common  effort." 


George  Bush 

President  of  the  United  States 


when  the  factory  or  farm  gates  closed,  the 
source  of  wealth— physical  capital— was 
contained  within  them.  Today,  capital — 
human  capital— goes  home  at  night. 


EUROPEAN  ROUNDTABLE 
3F  INDUSTRIALISTS 

\merican  business  leaders  are  not  the  only 
Dnes  concerned  about  the  quality  of  educa- 
:ion.  As  Europe  approaches  1992  full  speed, 
European  industrialists  are  also  worried 
ibout  education-but  not  as  they  have  been  in 
:he  past,  country  by  country.  Today  the  Euro- 
Dean  industrialist  is  truly  European  in  out- 
cok.  To  illustrate:  Look  at  a  relatively  new 
Drganization  in  Europe:  The  European 
^oundtable  of  Industrialists  (ERT).  The  oper- 
ative words  in  the  title  are  European  and 
industrialist.  First,  the  roundtable  member's 
perspective  is  truly  pan-European;  second, 
:hey  represent  themselves — individual  indus- 
:rialists,  not  the  representatives  of  industry. 

Formed  in  1986,  the  ERT  has  created  six 
ivorking  groups,  and  no  one  would  accuse 
"hem  of  thinking  small.  The  working  group 
Dn  the  infrastructure,  for  example,  has  issued 
a  call  for  "Nordlink,"  a  bridge  linking  Malmo, 
Sweden,  and  Copenhagen,  Denmark,  that 


would  provide  a  land  link  across  all  of  West- 
ern Europe.  In  its  scope  and  daring,  it  is 
equaled  only  by  the  "chunnel,"  the  Anglo- 
French  tunnel  under  the  English  Channel. 

In  the  education  arena,  the  ERT  calls  for  a 
pan-European  baccalaureate  (in  theory,  the 
equivalent  of  an  American  high  school 
diploma;  in  practice,  the  several  "bacs"  have 
much  higher  standards).  The  new  European 
bac,  instead  of  sinking  to  the  lowest  stand- 
ards of  each  European  country — as  standards 
tend  to  do  here— will  rise  to  the  highest 
standards  of  all  the  countries  together.  For 
example,  to  earn  a  European  bac,  a  student 
would  have  to  demonstrate  mastery  of  three 
languages:  the  native  tongue,  English,  and  a 
third  European  language. 

ERT  members  include  the  CEOs  of  Volvo, 
Olivetti,  Lafarge  Copee,  Nestle,  Telefonica, 
Philips,  Siemens,  Fiat,  and  the  Societe 
Generale  Belgique,  among  others.  The  ERT 
also  calls  for  the  creation  of  a  pan-European 
MBA.  Watch  out  Harvard  and  Stanford 
business  schools! 

-D.P.D. 


E105 


CHILDREN 
OF  PROMISE 


SPECIAL 


ADVERTISING 


SECTION 


NEW  FOLKS,  NEW  STROKES 

The  importance  of  this  transformation 
cannot  be  overestimated,  because  it 
fundamentally  alters  the  nature  of 
labor/ management  relationships. 
Once  adversarial,  when  the  owners  of  cap- 
ital and  labor  confronted  one  another,  in 
a  human-capital-intensive  economy  it  is 
essential  for  management  and  labor  to 
work  harmoniously.  And  the  need  for 
harmony  is  not  simple  altruism  and  good 
feeling;  it  is  based  on  hardheaded  business 
calculus.  Workers  who  are  treated  fairly 
are  workers  who  produce. 

Business  leaders  and  educators  both  care 
about  educational  improvement,  but  not 
everyone  is  sure  how  to  go  about  it.  No 
surprises  here.  What  works  in  one  com- 
munity or  one  state  may  not  be  appropri- 
ate for  another. 
Equally  to  the 
point,  what  suits 
one  corporation 
does  not  neces- 
sarily suit  an- 
other. And 
what  is 
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Bank  of  Boston  mentor  works  with  student  in  the 
nationwide  Career  Beginnings  program  which  provides  I 
career  and  educational  support  for  students  at  risk.  ffM 

appropriate  today  may  not  be  tomorrow. 
The  fact  is  that  most  of  the  nation  is  still 
riding  the  first  wave  of  reform:  conscious-  fc 
ness-raising  and  consensus-building.  ThatI 
in  part,  is  what  school/business  partner-  i 
ships  are  about:  bridge  building.  For  thosti., 
firms  still  learning  about  the  education  cri '  : 
sis,  there  is  much  to  do.  How  to  decide 
what  to  do  and  how  to  do  it? 

Each  CEO  and  every  member  of  a  cor- 
porate community  interested  in  educatio 
should  ask  the  following  questions: 

■  Why  does  my  corporation  care  about  educa 
tion?  While  each  corporation  shares  a  gen 
eral  concern  about  education,  each  bring^i: 
a  unique  corporate  history  and  corporate 
culture  to  the  question.  Some  corpora- 
tions will  care  for  purely  altruistic  reasons 
some  for  public  relations  alone;  others  wi 
be  desperately  concerned  about  the  sourc 
of  tomorrow's  work  force,  others  about 
today's;  some  firms  will  be  concerned 
about  highly  specialized  employment 
issues;  others  about  broad-brush  ques- 
tions. 

■  What  is  my  corporation's  comparative 
advantage  in  dealing  with  education  issues? 

■  What  more  do  1  need  to  know  about  educa- 
tion to  be  able  to  make  a  difference  at  the 
local,  state,  and  national  levels? 

The  task  is  no  different  than  the  task 
the  corporation  faces  when  it  undertakes 
strategic  planning  for  corporate  purpose 
identify  goals,  strengths  (and  weak- 
nesses), adopt  an  action  plan,  and 
implement  it.  Course  correct  as 
necessary,  but  stick  with  it  over 
the  long  haul. 


[T  is  changing  the  way  America 
ooks  and  thinks  about  education. 


1989  ITT  Corp, 
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EDUCATION  RESTRUCTURING:  PEOPLE  TO  WATCH 


Although  as  John  Akers,  head  of  IBM, 
observes,  education  reform  proceeds  one  stu- 
dent at  a  time,  one  school  at  a  time,  one  sys- 
tem at  a  time,  there  are  a  few  individual 
educators  to  keep  your  eye  on.  Most  well- 
known  is  Ernie  Boyer,  23rd  Commissioner  of 
Education  (under  President  Carter)  and  now 
president  of  the  Carnegie  Foundation  for  the 
Advancement  of  Teaching.  An  internation- 
ally known  educator  who  has  written  widely 
on  education,  Boyer  continues  to  be  a 
respected  and  authoritative  voice  for  reform. 

No  less  important  is  Marc  Tucker,  head  of 
the  National  Center  on  Education  and  the 
Economy  with  headquarters  in  Rochester, 
N.Y.  The  architect  of  major  reports  on  educa- 
tion, Tucker  has  left  the  Washington  beltway 
to  take  his  message  to  the  hustings. 

At  the  "interstate"  (rather  than  federal) 
level  is  the  head  of  the  Education  Commis- 
sion of  the  States,  Frank  Newman,  who  is  col- 
laborating with  Ted  Sizer — and  the  busi- 
ness community  —  to  actively  promote 


Essential  Schools,  Sizer's  program  designed 
to  "downsize"  and  humanize  the  schools  and 
to  restore  the  concept  of  "student  worker." 

Also  at  the  interstate  level  is  Jim  Kelly, 
former  Ford  Foundation  program  officer  and 
Teachers  College  professor  who  is  head  of  the 
National  Board  for  Professional  Teaching 
Standards. 

A  number  of  deans  of  education  are  partic- 
ularly influential  in  national  debate  and  dis- 
cussion— Mike  Smith  of  Stanford  University, 
Pat  Graham  of  Harvard,  and  Judith  Lanier  of 
Michigan  State  University  are  only  a  few  of 
the  more  well  known.  Former  dean — now 
president  of  Teachers  College— Mike  Tim- 
pane  is  both  a  nationally  recognized  figure  in 
education  and  a  consultant  with  the  Com- 
mittee for  Economic  Development. 

At  the  local  level  are  two  "dynamic  duos," 
examples  of  men  at  opposite  poles  but  who 
work  together  with  uncommon  effectiveness. 
In  one  of  the  nation's  largest  districts,  Miami- 
Dade  superintendent  Joe  Fernandez  and 
AFT  local  president  Pat 
Tornillo  have  undertaken 
wholesale  restructuring;  so 
too  have  Rochester's 
Superintendent  Peter 
McWalters  and  AFT  local 
president  Adam  Urbanski. 
Each  reports  that  he  could 
not  have  done  it  alone. 

Not  surprisingly,  the 
RAND  Corporation 
reports  that  effective  and 
lasting  school  change 
occurs  in  districts  with 
strong  superintendents 
and  strong  unions. 
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le  BellSouth  Manage- 
ent  Institute  invites 
incipals  from 
hools  in  nine  south- 
istern  states  to  join 
impany  managers  in 
I  intensive  indoor- 
itdoor  leadership- 
ivelopment  program. 


The  corporate  strategic  plan  for  business 
involvement  will  differ  from  company  to 
company  and  region  to  region,  but  it  will 
have  in  common  a  commitment  to 
improve  education.  But  improving  educa- 
tion is  not  a  matter  of  blank  checks  and 
unquestioning  support.  To  the  contrary, 
blind  support  of  the  schools  does  no  one  a 
favor.  What  is  required  is  "tough  love,"  a 
commitment  to  excellence  by  expecting 
excellence.  A  commitment  to  high  stand- 
ards by  setting  high  standards  and  seeing 
that  they  are  met. 

Ultimately,  the  essence  of  the  school/ 
business  relationship  must  be  a  true  part- 
nership, in  which  two  parties  bring 


>  there  anything  more  important  than  an  educated 
itizenry?  Is  there  anything  sadder  than  an 
neducated  young  adult?  We  must  push  for  a  critical 
hange  in  education.  However,  to  be  a  real  player  in 
chool  reform,  companies  will  have  to  demonstrate 
aring,  competence,  and  staying  power." 

Imund  T.  Pratt  Jr. 
EO,  Pfizer 

liairman,  The  Business  Roundtable 


strengths — and  weaknesses — to  the  table. 
Indeed,  if  each  party  were  equally  strong, 
there  would  be  little  incentive  to  form  a 
partnership.  Partnerships  make  sense 
when  each  side  has  something  to  gain, 
something  to  risk. 

Finally,  business  leaders  and  businesses 
will  have  to  think  through  how  they  want 
to  help  the  schools;  some  of  the  possible 
approaches  may  be  to: 

1.  Adopt  a  school. 

2.  Provide  materials,  equipment,  and 
training. 

3.  Donate  money  and  time. 

4.  Establish  scholarship  programs. 

5.  Volunteer  service  in  and  for  schools, 
from  tutoring  to  teacher  aides  to  member- 
ships on  school  boards  to  dropout  coun- 
seling. 

6.  Set  up  a  company-led  volunteer  center. 

7.  Offer  summer  and  part-time  employ- 
ment for  students  and  teachers. 

8.  Loan  executives  for  specialized  tasks, 
from  purchasing  to  accounting  to  schedul- 
ing to  human  resource  management  to 
career  guidance. 

9.  Sponsor  internships,  including  time  in 
corporate  classrooms  for  teachers  and 
administrators. 

10.  Lobby  for  systematic  reform,  based  on 
corporate-led  successes  at  the  school  level. 

1 1 .  Host  field  trips  to  company  headquar- 
ters, museums,  science  centers,  college 
campuses. 

12.  Prepare  students  for  SATs  and  college. 

13.  Create  a  mentor  program. 

14.  Work  with  parents. 

15.  Teach  a  class. 

16.  Build  or  renovate  a  school  or  help 
finance  a  needed  addition. 

The  list  is  long,  and  could  go  on.  But 
the  most  important  thing  the  business 
community  can  do  is  provide  examples  of 
efficiency,  effectiveness,  and  commitment 
to  customer  satisfaction.  Because  in  the 
final  analysis  there  is  no  substitute  for 
doing  it  right. 
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The  U.  S.  Forest  Service  fights  a  fire 
in  the  Willamette  National  Forest  with 
planes,  guts,  and  NEC  modems. 


More  than  9,000  acres  of  Oregon's 
Willamette  National  Forest  went  up  in  smoke 
in  1988.  But  the  damage  could  have  been 
worse  if  the  U.S.  Forest  Service  hadn't 
quickly  coordinated  its  firefighting  efforts. 

At  the  firecamp,  computers  equipped 
with  NEC  modems  helped  track  the  fire's  progress 
keep  records  on  thousands  of  firefighters,  and  call  in  resources 
such  as  water-bombers,  pumper  trucks,  and  helicopters.  The  high 
quality  of  the  NEC  modems  allowed  them  to  perform  reliably  under 
arduous  conditions.  And  NEC  modems  are  now  helping  the 
U.S.  Forest  Service  fight  fires  in  other  locations. 

Whether  the  challenges  you  face  are  in  a  wilderness  or  at 
your  desk,  NEC  can  be  depended  on  for  quality  beyond  the  call  of 
duty.  That's  why  you'll  find  the  computer  and  communications 
products  of  NEC  in  corporations  large  and  small.  In  public  and  private 
institutions.  In  homes  across  the  country  Proving  equal  to  the 
demands  of  the  moment  —  however  demanding  the  moment  may  be. 

For  more  proof,  call  us  at  1-800-338-9549. 


SEC 


Quality  That  Proves  Itself. 
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CALL  TO  ACTION 

A necessary  and  even  more  important 
wave  of  school  reform  is  building  that 
goes  beyond  partnerships  and  the 
"Paul  Revere"  phase;  it  is  a  business- 
led,  business-initiated  call  to  action,  peres- 
troika  for  America's  schools,  lb  survive  in 
recognizable  form,  America's  public 
schools  must  be  totally  restructured,  top  to 
bottom.  And  they  will  not  restructure 
themselves;  only  a  powerful  outside  pres- 
ence will  lead  to  that. 

Business,  however,  cannot  and  should 
not  bludgeon  the  schools  into  submission. 
Schools,  like  businesses,  must  be  con- 
vinced of  the  necessity  and  desirability  of 
restructuring.  The  most  important  idea 
that  business  can  advance,  then,  is  a  busi- 
ness metaphor:  competition,  choice,  diver- 
sity, performance  standards. 

COMMAND  VS,  DEMAND 
ECONOMIES 

hat  does  a  business  metaphor  have 
to  do  with  our  schools?  As  we  have 
seen,  the  schools  of  the  19th  and 
20th  centuries  reflected  the  social 
and  economic  realities  of  the  day;  indeed, 
they  were  designed  deliberately  to  mirror 


' . .  .if  we  first  implement  choice. . . 
we  unlock  the  values  of 
competition  in  the  educational 
marketplace.  Schools  that 
compete  for  students,  teachers, 
and  dollars  will,  by  virtue  of  the 
environment,  make  those 
changes  that  allow  them  to 
succeed.  Schools  will,  in  fact,  set 
the  pace,  forcing  Governors  and 
other  policymakers  to  keep  up.  If 
our  children  are  to  be 
competitive  in  the  international 
marketplace. .  .then  we  must  be 
competitive  here  at  home." 

The  National  Governors'  Association 
Time  for  Results:  The  Governors'  1991 
Report  on  Education 


the  organizational  forms  of  the  contem- 
porary firm;  they  were  organized  hierar- 
chically as  command,  not  demand, 
structures;  and  they  used  a  factory  meta- 
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phor.  Once  this  made  sense.  No  longer. 

The  major  lesson  of  the  late  20th 
century,  in  countries  on  both  sides  of  the 
Iron  Curtain,  is  that  command  econo- 
mies do  not  work;  demand  economies  do. 
The  reason  that  they  do  is  that  demand 
economies  must  satisfy  their  clients  or  fail; 
in  contrast,  command  economies  become 
creatures  of  their  managers.  We  have  seen 


Japan  has  made  a  reality  of  high-quality  mass 
education,  and  has  the  most  well-trained  work  force 
in  the  world.  In  the  modern,  post-industrial  economy, 
the  secret  of  economic  success  is  what  a  people 
know  and  are  able  to  do." 

James  Hunt,  Former  Governor,  North  Carolina 
United  States  Congress  testimony,  June  1989 

the  failure  of  command  economies  in  the 
Eastern  Bloc;  in  the  West  we  have  seen  the 
failure  of  monopolies,  the  capitalist  equiv- 
alent of  the  command  economy. 

Demand  economies  work  because  pro- 
viders who  meet  customer  requirements 
are  rewarded  with  repeat  business;  pro- 
viders who  do  not  are  forced  to  change — 
to  meet  customer  requirements — or  go  out 
of  business.  Joseph  Schumpeter,  the  great 
economic  historian,  argued  that  capital- 
ism's vitality  was  as  much  the  result  of 


"creative  destruction"  as  competition.  In 
this  observation  he  was  surely  correct,  an 
it  is  even  more  powerfully  the  case  in  the 
service  sector. 

And  there  is  no  better  example  of  the 
service  sector  than  public  education.  Tha 
it  is  in  the  public  sector  makes  it  no  less  a 
part  of  the  service  economy;  indeed,  by 
placing  it  in  the  public  sector,  the  service 
called  education  has  been  effectively  re- 
moved from  the  power  of  the  market.  An 
it  has  been  removed  from  the  power  of  th 
market  in  a  particularly  insidious  way. 

GEOGRAPHY  AS  DESTINY 

Unlike  higher  education,  modern  pub- 
lic schools  are  organized  geographi- 
cally, not  academically.  Enrollment 
depends  on  neighborhood.  This 
presents  no  problem  for  the  well-to-do. 
Education,  like  the  neighborhoods  the 
schools  are  associated  with,  is  an  "amen- 
ity" that  can  be  acquired  by  selecting  the 
"right"  place  to  live.  And  for  those  who 
are  most  discerning— and  most  well  off — 
there  is  always  the  option  of  a  private 
school. 

Those  left  behind  are  subject  to  the 
vicissitudes  of  command  organization,  the 
public  monopoly.  To  say  that  they  are  sub- 
ject to  citizen  control  and  direction 
because  we  have  elected  school  boards  is 
simply  to  note  how  slender  a  reed  this  the- 
ory is  to  lean  upon.  There  is  no  constitu- 
ency for  vandalism,  dismay,  disruption; 
there  is  no  constituency  for  low  standards; 
no  one  supports  graffiti-encrusted  walls 
and  litter-strewn  halls;  no  one  favors 
shabby  treatment  of  teachers  and  danger- 
ous conditions  for  youngsters.  These  con- 
ditions exist  in  spite  of  preferences  to  the 
contrary.  If  there  were  an  education  mar- 
ket, they  would  not  exist  at  all.  No  one 
voluntarily  attends  such  schools. 

In  comparison,  look  at  private  schools. 
True,  they  are  selective.  True,  they  have  a 
different  "clientele."  But  in  what  ways  are 
they  different  and  which  differences  are 
the  most  important?  They  exist  in  a  mar- 
ket of  willing  buyers  and  sellers.  The  most 
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important  difference  is  that  teachers  and 
students  are  there  voluntarily;  they  form 
a  community  of  scholarship.  Private 
schools  and  their  students  can  and  do 
make  reciprocal  demands  on  each  other. 
Each  expects  the  other  to  produce. 
If  not,  they  fold. 

Among  other  things,  markets  provide 
information.  What  do  teachers'  salaries 
tell  us?  Their  profile  sends  an  important 
message.  Low  in  the  public  sector,  they  are 
lower  yet  in  the  private  sector.  Teachers 
"discount"  their  wages  to  work  in  the  pri- 
vate sector,  doctors  and  lawyers  do  not. 
Why?  A  private  school  teacher's  sense  of 
personal  and  professional  satisfaction  is 
greater.  The  sense  of  efficacy  is  greater. 

This  simple  fact  sends  a  powerful  mes- 
sage, which  public  schools  ignore  at  their 
peril.  Public  schools  are  less  attractive 
places  to  study  and  teach  than  are  private 
schools.  The  lesson  is  obvious:  Public 
schools  should  organize  themselves  and 
behave  more  like  private  schools. 

Those  that  do  already  reap  significant 


benefits.  Think  of  the  schools  that  com- 
prise the  national  "honor  roll"  of  public 
schools:  Bronx  High  School  of  Science 
(Bronx,  N.Y.);  Murry  Bergtraum  High 
School  and  LaGuardia  High  School  of 
Music  and  the  Arts,  both  in  New  York; 
New  T^ier  Township  High  School  (Win- 
netka.  111.);  Boston  Latin  Academy;  Lowell 
High  School  (San  Francisco);  Central 
High  School  (Philadelphia);  Henry  M. 
Gunn  High  School  (Palo  Alto,  Calif.); 
Walt  Whitman  High  School  (Bethesda, 
Md.);  North  Carolina  School  of  Science 
and  Mathematics  (Durham,  N.C.);  Avia- 
tion High  School  (Long  Island  City,  N.Y.); 
Thomas  Jefferson  High  School  for  Science 
and  Technology  (Alexandria,  Va.).  These 
schools  are  in  the  public  sector,  but  they 
are  organized  like  private  schools;  they  are 
freestanding  organizations  that  attract  and 
hold  students  because  of  demonstrated 
high  quality.  Such  schools  need  not  be 


Ein 


r    E    C    1    A  L 


D    \'    E    R   T  I 


SECTION 


idiosyncratic  exceptions  to  the  norm. 

They  can  be  the  norm  if  schools  in  the 
future  are  organized  like  the  best  high-tech 
firms:  loosely  coupled  organizations  that 
reward  excellence  and  promote  accom- 
plishment; are  lightly  managed;  rely  on 
high  standards  of  professional  accomplish- 
ment; and  are  orchestrated  and  choreo- 
graphed, not  "run"  by  a  CEO. 


SCHOOL  CULTURE 

Successful  firms  in  the  post-industria 
economy  have  an  ethos,  a  culture,  i 
which  the  employees  have  shared 
goals  and  a  common  vision.  They  f 
together  not  because  of  the  whip  but  foi 
the  carrot.  Indeed,  the  nation's  best  col- 
leges and  universities  are  run  this  way;  t 
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American  Business  Conference 
1730  K  Street  NW 
Washington,  D.C.  20006 
(202)822-9300 
President:  Barry  Rogstad 
The  American  Business  Conference 
has  an  education  task  force  focused  on 
K-12  with  a  special  emphasis  on  paren- 
tal choice  and  maximizing  the  employ- 
ability  of  high  school  students. 

Business-Higher  Education  Forum 
One  Dupont  Circle  NW 
Washington,  D.C.  20036 
(202)939-9345 
Director:  Don  Blandin 
The  Forum  has  issued  a  report  on 
education  reform  entitled  American 
Potential:  The  Human  Dimension.  It  is 
planning  to  conduct  a  citizen  educa- 
tion campaign  to  increase  public  aware- 
ness of  education  and  competitiveness 
issues. 

The  Business  Roundtable 

200  Park  Ave. 

New  York,  N.Y.  10166 

(212)  682-6370 

President:  William  L.  Lurie 

The  Business  Roundtable  focused  its 

entire  annual  meeting  on  the  issue  of 

education.  The  Roundtable  has  estab- 

h^hed  a  stand-alone  education  task 

fo!Vc  that  will  coordinate  roundtable 

C'^n.:  ir-ies'  efforts  on  public  policy 

issut.s     J  programs  concerned  with 

educai;-  !i  restructuring. 


Committee  for  Economic 
Development 
1700  K  Street  NW 
Washington,  D.C.  20006 
(202)  296-5860 
President:  Robert  C.  Holland 
The  Committee  for  Economic  Devel- 
opment has  published  two  critical  stud- 
ies on  education:  Investing  In  Our 
Children  and  Children  in  'Need,  and  has 
recently  completed  a  film  version  of  the 
latter  study.  Forthcoming  are  two 
reports:  One  addresses  the  impact  of 
business  involvement  in  education 
reform,  which  will  suggest  new  direc- 
tions for  education  reform  and  busi- 
ness' role  in  that  effort;  and  the  other 
is  a  statement  on  education  and  child 
development. 

The  Conference  Board 
845  Third  Ave. 
New  York,  N.Y.  10022 
(212)  759-0906 
President:  Preston  Townley 
The  Conference  Board  annual  report 
is  devoted  solely  to  the  issue  of  educa- 
tion. The  board  is  planning  a  confer- 
ence for  February  1990  on  literacy  in 
the  workplace,  and  future  meetings  will 
focus  on  grass-roots  education  issues. 
Proceedings  from  the  conference  on 
business-education  partnerships  are 
planned  for  release  shortly. 

National  Alliance  of  Business 
1201  New  York  Ave.  NW 
Washington,  D.C.  20005 
(202)  289-2888 

President:  William  H.  Kolberg 

The  alliance  is  committed  to  provid- 
ing business  with  information  to 
increase  its  awareness  of  education 


issues  and  problems,  and  to  help  busi- 
nesspeople  become  involved  in  educa- 
tion restructuring  efforts.  As  part  of 
its  Corporate  Action  Agenda,  the 
alliance  has  recently  released  three 
reports:  A  Blueprint  for  Business  on 
Restructurmg  Education,  The  Compact 
Project:  School-Busmess  Partnership  for 
Improving  Education,  and  Who  Will  Do 
the  Work:  A  Business  Guide  for 
Preparing  Tomorrow's  Workforce. 

National  Association  of 
Manufacturers 
1331  Pennsylvania  Ave.  NW 
Washington,  D.C.  20004 
President:  Alexander  Trowbridge 
NAM  is  preparing  to  survey  its  mem- 
bership on  their  concerns  about  educa-| 
tion.  It  is  also  conducting  analyses  of 
laws  that  affect  school  attendance. 

U.S.  Chamber  of  Commerce 
1615  H  Street  NW 
Washington,  D.C.  20062 
(202)  659-6000 
President:  Richard  Lesher 
The  chamber  is  focusing  its  education 
activities  at  the  local  level  by  encourag 
ing  local  chambers  to  become  involved; 
the  national  office  role  is  to  provide 
information  and  resources  to  the  local 
effort.  In  the  past,  the  chamber  has 
published  guides  and  information  on 
business/education  partnerships. 


All  buttoned  up  in  Seoul. 

You  arrived  for  your  meeting  with 
all  your  ducks  in  a  row.  You  took  United 
to  Seoul 

Getting  you  to  the  Far  East  in  top  form 
is  top  priority  for  United.  So  we  give  you 
more  flights  there  than  anyone.  All  provide 
the  best  in  international  travel,  including, 
for  First  Class  passengers,  sleeper  seats  and 
our  exclusive  Concierge  Service. 

Come  fly  the  friendly  skies. 


Retailers  around  the  world  are  using  Tandenn 
database  systems  to  track  every  move  that  every 
product  makes,  Through  the  warehouse,  onto  the 
shelf,  and  past  the  cash  register. 

We  not  only  keep  track  of  where  things  are 
moving,  but  how  they're  selling.  All  the  while  help- 
ing shoppers  pay  for  them  -  by  approving  their 


credit,  or  by  transferring  money  right  from  thet 
bank  to  the  retailer.  The  result  is  a  system-wid' 
view  of  inventory  and  sales  that  lets  retailers  mak 
smarter  decisions.  And  customers  get  faster  servic 
Our  systems  play  an  equally  important  role 
the  stock  exchanges,  where  they  keep  track  of  trad' 
ing  volumes.  They're  in  banks  from  Tokyo  to  New. 


•rk,  too,  helping  to  transfer  billions  of  dollars  every 
y.  They're  also  on  duty  at  the  major  phone  net- 
)rks,  handling  millions  of  calls  every  hour. 

In  fact,  you  can't  find  an  industry  that  doesn't 
e  us  to  speed  operations,  or  cut  costs,  or  both. 

Which  is  why,  when  vast  amounts  of  informa- 
n  have  to  be  managed  without  fail,  more  and  more 


of  the  world's  largest  corporations  choose  Tandem. 

Call  us  at  T800-482-6336.  We'll  show  you  how 
our  systems  produce  higher  profits. 

Which  IS  one  thing  that  can't  be  discounted. 
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nation's  best  elementary  and  secondary 
schools  are  as  well. 

What  other  business-metaphor  dimen- 
sions have  a  bearing  on  schools?  The  sin- 
gle most  important  dimension  of  a  market 
is  that  it  is  a  communications  system,  per- 
mitting willing  buyers  and  sellers  to  get 
together. 

Second,  modern  markets  are  character- 
ized by  many  different-size  firms,  each 
doing  what  it  does  best.  And  while  firms 
compete  among  themselves — as  they  must 
if  the  customer  is  king — cooperation  reigns 
within  the  firms.  Indeed,  the  greatest  sin- 
gle accomplishment  of  capitalism  and  the 
modern  firm  is  to  institutionalize  coopera- 
tion— cooperation  among  individuals  and 
firms.  And  often,  cooperation  among  total 
strangers.  The  successful  multinational 
firm  does  something  that  no  conqueror 
has  ever  done:  It  elicits  the  willing  cooper- 
ation of  strangers,  not  just  regionally  but 
across  political  borders. 


The  most  important  thing  business  can 
do  for  the  schools,  then,  is  to  act  as  a 
model.  A  business  metaphor  gives 
schools,  teachers,  and  students  insights 
into  how  to  fundamentally  improve  the 
organization  and  delivery  of  education. 
Business  is  in  a  position  to  do  this  not 
because  it  is  fundamentally  smarter,  or 
more  clever,  or  more  virtuous  than  educa- 
tors, but  because  business  is  forced  to  per- 
form by  the  market. 

PUNISH  FAILURE, 
REWARD  SUCCESS 

arkets  punish  failure  and  reward 
success.  The  business  that  fails  to 
meet  customer  requirements  is  the 
business  that  loses  customers.  It  is  a 
tough  discipline,  but  one  that  can  work  as 
well  in  the  public  sector  as  in  the  private. 
Indeed,  although  public-sector  providers 
have  a  claim  on  taxpayers,  they  should 
have  no  absolute  claim  on  cus- 
^  tomers  or  clients.  To  the  contrary, 
=  public  sector  providers  are  public 
^  servants;  their  responsibility  is  to 
p  serve  the  public.  They  can  do  so 
-  with  greater  efficiency  and  respon- 
siveness if  they  are  part  of  an  all- 
public  market. 

As  we  have  seen,  existing  ele- 
mentary and  secondary  education 
is  built  on  a  factory  model — teach- 
ers are  the  workers  and  students 
are  the  product.  But  in  the  post- 
industrial  world,  schools  must 
have  a  new  model,  a  high-tech 
model,  in  which  teachers  are  the 
managers  of  instruction  and  stu- 
dents are  the  workers. 

The  principal  lesson  of  the 
modern  firm,  as  it  confronts  a 
global  economy,  is  that  old  ways 
will  not  do.  The  modern  firm 


A  talented  student  gets  a  helping  hand 
from  business.  One  of  The  Equitable- 
supported  education  programs,  A  Better 
Chance,  places  over  300  academically 
talented  minority  students  in  college 
preparatory  schools  nationwide  each  year. 
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MarktWise 


fened  with  the  resources  to  help  you, 
no  matter  what  the  investment  climate. 
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Sometimes  what  you  wear  to  work 

difference. 
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At  1,S0()  degrees  Fahrenheit,  dressing 
for  success  is  no  cliche.  Its  a  matter  of 
life  and  death. 

Which  is  why  [)ul\)nt  engineers 
worked  to  create  Nomex®  and  Kevlar'' 


hre  resistant  Hbers.  The  remarkable 
performance  of  these  fibers  has  made 
them  the  standard  for  state-of-the-art 
firefighting  clothing  all  over  the  world. 

And  everyday,  they  not  only  save  the 
lives  of  thousands  of  firefighters  rushing 


into  fires,  but  those  they  carry  out  as 
well. 

At  DuPont,  we  make  the  things  that 
make  a  difference. 


Better  things  for  better  living  ^Jj  P  Q  ^  T 
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ast  deal  in  a  world  wholly  different  from 
e  immediate  postwar  period;  the  strate- 
of  the  industrial  economy  no  longer 
Drk.  This  is  hardly  news  to  the  business 
immunity,  which  has  had  to  undergo  the 
linful  process  of  restructuring.  No  suc- 
ssful  firm  has  escaped  it. 
What  is  noteworthy  is  that  most  of  the 
jsons  of  the  modern  firm  are  generic; 
ey  fit  any  complex,  labor-intensive  orga- 


nization. And  schools  are  no  exception. 
The  secrets  of  business  success  are  embed- 
ded in  the  nature  of  markets:  Markets 
serve  consumers,  not  producers.  True, 
efficient  producers  are  rewarded  with 
profits,  but  their  success  is  a  measure  of 
their  capacity  to  satisfy  consumers.  In  the 
language  of  the  modern  corporation, 
the  objective  is  to  meet  customer 
requirements. 


STUDENT  AS  WORKER 

American  performance  in  science  and  math- 
ematics is  particularly  important  in  the  high- 
tech economy.  As  every  thoughtful  teacher, 
parent,  and  student  knows,  education  is  an 
active  exercise;  it  is  not  a  matter  of  a  teacher 
pouring  knowledge  into  an  empty  vessel. 


Students  get  a  taste  of  real  life  in  a  curriculum  pro- 
gram that  emphasizes  learning  by  running  the  gov- 
ernment and  businesses  in  a  mini  Exchange  City.  The 
Kansas  City,  Mo.,  business  community  lends  finan- 
cial support,  grants,  and  supplies. 

Learning  requires  the  active  involvement  of 
the  student;  indeed,  without  the  student  as 
worker  no  learning  takes  place.  What  does 
this  mean  in  the  context  of  science  and  math- 
ematics education?  A  good  deal. 

For  a  variety  of  reasons— all  cultural— most 
Americans  are  willing  to  admit  they  have  no 
"aptitude"  for  science  and  math.  By  this  they 
mean  to  excuse  and  justify  their  ignorance, 
without  embarrassment;  to  most  it  is  appar- 


ently the  intellectual  equivalent  of  admitting 
to  not  being  a  gifted  athlete.  Not  being  a 
world-class  athlete,  while  a  source  of  disap- 
pointment, is  not  a  source  of  embarrassment. 
Fair  enough.  And  shouldn't  it  be  the  same  for 
science  and  math? 

As  long  as  most  people  think  it  is,  Ameri- 
can performance  in  science  and  math  will 
continue  to  be  dismal.  While  it  is  true  that 
few  of  us  have  the  natural  talent  of  Einstein 
or  Newton,  all  normal  children  can  learn 
math  and  science  to  a  high  level  of  complex- 
ity and  proficiency.  Look  at  the  Japanese, 
who  consistently  score  among  the  top  stu- 
dents in  the  world  in  math  and  science.  How 
do  they  do  it? 

It  is  not  due  to  diet,  climate,  innate  super- 
iority, or  some  cultural  predisposition  to 
mathematics  and  science;  nor,  as  some 
observers  speculate,  does  the  use  of  kanji,  the 
symbolic  characters  that  comprise  Japanese 
writing,  set  the  stage  for  math  and  science.  To 
what  is  it  due  then?  That  old-fashioned  vir- 
tue, hard  work.  The  Japanese  don't  believe 
they  have  any  special  aptitude  for  math  or 
science  either;  as  a  consequence,  they  try 
harder.  They  believe  that  math  and  science 
are  difficult,  that  study  is  demanding,  and 
that  the  path  to  mastery  is  application  and 
diligence.  They  are  right. 

When  an  American  parent  is  asked  what 
accounts  for  academic  success,  the  answer  is 
invariably  "ability."  When  a  Japanese  parent 
is  asked  the  same  question,  the  answer — just 
as  invariably— is  "effort."  It  pays. 

-D.P.D. 
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That  is  the  secret  of  markets,  in  the  pub- 
lic or  the  private  sector,  and  we  should 
expect  no  less  of  schools.  What,  then,  can 
we  expect  a  business  metaphor  to  produce 
m  the  way  of  school  restructuring?  There 
are  five  elements:  values,  goals,  perform- 
ance, diversity,  and  choice.  Every  business- 
person  in  the  country  will  recognize  these 
as  essential  to  business  success:  Everything 
else  builds  on  them.  And  the  first-class 
educator  will  recognize  them  as  well.  Their 


"It  is  through  schools  that  this  nation  has  chosen  to 
pursue  enlightened  ends  for  all  its  people.  And  it  Is 
here  that  the  battle  for  the  future  of  America  will  be 
won  or  lost." 

An  Imperiled  Generation 

The  Carnegie  Foundation  Special  Report 

application  in  the  schools  will  be  as  effec- 
tive as  in  business. 

First  comes  values.  No  organization  can 
exist  without  them.  Values  are  an  organi- 
zation's first  principles,  its  reason  for 
being.  They  inform  the  organization  and 
the  larger  world  around  it  what  it  stands 
for.  The  organization  that  cannot  formu- 
late values  is  in  deep  trouble. 

Second  is  goals.  The  organization's  val- 
ues are  realized  in  real  time.  Goals  are 
operational  expressions  of  values;  they  are 
the  discrete,  concrete,  day-to-day  expres- 
sion of  values,  which  tend  to  be  more 
abstract  and  less  tangible. 

Third  is  performance.  What  does  the 
organization  propose  to  do  and  how  is  it 
measured  and  reported?  Performance  is  at 
the  detail  level;  it  is  the  nitty-gritty  of 
operations.  Without  performance  targets 
and  measures,  organizations  fail.  It  is  in 
this  arena  that  the  public  sector  has  the 
most  to  learn  from  the  private  sector. 

Fourth  is  diversity.  The  reflection  of 
varying  preferences  and  tastes  among  con- 
sumers, diversity  also  reflects  varying 
capacities,  interest,  and  tastes  among  pro- 
viders. No  one  organization  can  do  it  all, 
and  diversity  is  as  important  to  the  supply 
side  as  the  demand  side. 
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Fifth,  and  last,  is  choice.  As  the  reader 
will  see,  it  could  as  easily  have  been  first, 
because  the  secret  of  organizational  suc- 
cess is  not  linear  but  integrative,  not  a 
continuum  but  a  seamless  web.  Choice 
gives  meaning  to  the  other  four  elements: 
On  the  demand  side,  it  designates  who 
goes  to  which  provider;  on  the  supply  side, 
choice  determines  who  provides  what 
kind  of  education  in  what  circumstances. 

The  reasons  are  obvious  enough.  A 
functioning  public-sector  market  can  only 
be  predicated  on  consumer  choice:  The 
school  that  a  student  attends  should  be 
the  one  the  student — and  family — 
chooses.  And  the  choice  should  be  made 
on  educational  grounds — the  academic 
offerings  the  school  presents.  Choice  is  an 
empty  category  unless  there  are  real  alter- 
natives. Choice  in  a  state  store  means  little 
or  nothing;  choice  among  independent 
providers  is  choice  with  meaning.  A 
demand  rather  than  a  command  school 
system  is  one  in  which  teachers  are  inde- 
pendent entrepreneurs,  teachers  who 
define  their  product  and  their  schools  on 
the  basis  of  their  best  professional  judg- 
ments about  what  is  academically  impor- 
tant and  what  they  are  best  suited  to  do. 

The  model  is,  of  course,  the  professional 
market,  in  which  highly  trained  and 
highly  skilled  professionals  make  their 
services  available  on  the  basis  of  their 
expertise  and  the  needs  of  their  clients. 
There  are,  to  be  sure,  limits  to  the  business 
metaphor.  Schools  are  not  in  business  to 
make  money,  and  the  product  they  pro- 
duce has  long-term  social  consequences 
that  go  far  beyond  simple  economic  con- 
siderations. But  a  metaphor  is  a  way  to 
begin  thinking  about  an  issue  by  provid- 
ing a  different  vantage  point,  a  different 
conceptual  framework.  And  it  is  clear  that 
such  a  structural  shift  is  necessary  if  the 
nation's  schools  are  to  succeed. 
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JOIN  THE  CRUSADE 

Over  the  past  two  centuries  our  schools 
have  served  us  well.  To  observe  that 
they  must  change  to  meet  demands  of 
the  future  is  not  to  condemn  them. 
To  the  contrary,  we  praise  our  schools  by 
expecting  more  of  them.  Our  schools' 
proudest  accomplishment  is  precisely  this 
legacy:  We  honor  them  by  holding  them 
to  high  standards.  We  know  that  world- 
class  education  is  essential.  We  know  that 
the  best  schools  we  can  produce  is  the 
least  that  can  be  expected  of  this  genera- 
tion. 

David  Kearns  said  it  best  in  Winning  the 


Brain  Race:  "My  challenge  to  you  is  to  take 
these  proposals  seriously — remember  your 
own  education  and  imagine  how  it  would 
have  been  different  with  schools  of  the 
kind  we  describe.  Think  of  your  own 
children  or  the  children  of  friends  who  are 
in  school  today.  What  effect  would  these 
reforms  have  on  them?  Would  schools  be 
more  interesting,  more  challenging,  more 
rewarding?  Would  the  children  of  today  be 
better  able  to  face  the  demands  of  tomor- 
row if  the  schools  we  describe  were  in 
place?  If  your  answer  is  yes,  then  join  us  in 
a  national  crusade  for  change,  to  break  the 
lock-step  of  the  past,  and  to  usher  in  a 
future  of  revitalized  public  education." 


Every  year,  in  ceremonies  all  around 
the  world,  singular  achievements 
in  science,  literature,  journalism — 
even  world  peace — are  recognized 
and  rewarded. 

But  without  education,  there 
would  be  no  science,  no  literature, 
no  journalism  and  no  hope  for 
the  future. 

To  underscore  the  importance  of 
education,  McGraw-Hill  established 
The  Harold  W.  McGraw,  Jr.  Prize 
in  Education  last  year,  in  celebration 
of  our  centennial  and  in  honor  of 
our  chairman  emeritus. 

Each  year,  up  to  three  $25,000 
prizes  are  awarded  to  individuals  who 
have  made  significant  contributions 
to  the  advancement  of  education 
in  America. 

The  prize  winners  for  1989  will 
be  announced  on  December  5th  in 
New  York. 

Nominations  for  the  1990 
McGraw  Prize  will  be  accepted  after 
January  1 ,  1990. 

For  more  information,  write  to 
The  Harold  W.  McGraw,  Jr.  Prize  in 
Education,  McGraw-Hill,  Inc.,  1221 
Avenue  of  the  Americas,  New  York, 
NY  10020. 


Reach  a  little  higher, 
and  otiiers  can 
touch  the  iiture. 


Eight  years  ago,  Rockwell  analyst  many  inner-city  saidents  to  complete 

George  Wortlien,  Jn ,  founded  a  liigli  school  and  college, 

group  dedicated  to  developing  youth  Tills  is  just  one  example  of  how 

tl¥ough  education  and  athletics.  tlie  people  of  Rockwell  International 

George's  anti-dmg  efforts  and  are  reaching  a  little  higlier  to  enrich 

tutoring  in  matliematics,  English  their  communities  and  our  way 

and  business  subjects  have  enabled  of  life. 

Rockwell  International 


..where  science  gets  down  to  business 
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ESOURCES  FOR  REFORM  &  RESTRUCTURING 


le  business  leader,  educator,  or  private  citizen  who  wants  to  know  more 
iout  education  reform  and  renewal  has  numerous  sources  of  information  to 
m  to.  Indeed,  so  copious  has  the  outpouring  of  learned  books  and  reports 
en  that  not  even  the  specialist  can  be  sure  that  he  has  read  them  all.  A 
ort  list  of  capsule  reviews  of  books  that  will  satisfy  the  most  discerning 
neralist,  provoke  the  most  discriminating  expert,  and  lay  the  groundwork 
[lows  for  any  reader  who  wishes  to  get  more  involved: 


lERtdAN  BUSINESS 

THE  PU8UC  SCHOOL 


American  Business 
and  the  Public  School, 

edited  by  Marsha  Levine 
and  Roberta  Trachtman 
(New  York:  Teachers  Col- 
lege Press,  1988). 

A  Committee  for  Eco- 
nomic Development 
publication,  this  is  the 
rious,  detailed  follow-on  to  Investing  in 
ur  Children,  the  CED  policy  statement, 
"le  first  half  of  the  book  contains  commis- 
)ned  studies  of  major  corporate  involve- 
ent  in  education,  including  Honeywell, 
etropolitan  Life,  Burger  King,  Murry 
irgtraum  High  School  for  Business 
areers,  the  Public  Education  Fund,  the 
)ston  Compact,  and  a  "tale  of  two  stud- 
i":  the  California  BRT  and  the  Minne- 
ta  Business  Partnership.  The  second 
ction  considers  funding  strategies,  pro- 
am  participation,  and  the  policy  arena, 
/lust  reading"  for  those  serious  about 
isiness  and  the  schools. 


more  than  30  years  ago,  when  education 
reform  was  not  fashionable.  The  council 
has  been  unstinting  in  its  support  of  a  few 
simple  ideas:  all  children  can  learn;  con- 
tent, not  process,  counts;  good  literature  is 
essential  to  a  child's  intellectual  and  moral 
development;  and  textbooks  are  the  single 
most  important  element  of  the  school. 

Business  and  the 
Schools  (New  York: 
Council  for  Aid  to 
Education,  1989). 

This  booklet's  58 
pages  provide  a  com- 
prehensive review  of 
the  "business/ school" 
relationship,  why  it 
exists,  and  what  many  corporations  have 
done  to  improve  it.  It  describes  the  issues 
that  influence  school  reform,  "what's  right 
for  your  corporation,"  how  to  develop  a 
school  program,  and  provides  a  "sample  of 
business/school  initiatives." 


the  SCHOOLS 


AGoidcloEffKliwProgmmi  j 


merica's  Textbook 
asco:  A  Conspiracy 
'  Good  Intentions, 

'  Harriet  Tyson-Bern- 
ein  (Washington, 
.C:  Council  for  Basic 
iucation,  1988). 

his  short,  eminently 
adable  book  is  written 
r  one  of  the  nation's  authorities  on  text- 
Doks  and  textbook  adoption  procedures, 
is  published  by  a  heretofore  "voice  in  the 
ilderness" — an  advocacy  group  founded 


AMERICA'S 

ATEXTDOOK 
nASCO 

CONSPIRACY 

:^GOOD 
Intentions 

HARRIET 
TYSOH- 
DEKNSIBH 


"A  demoralized  teaching  force  has  been  easily  seduced  by 
textbook  programs  that  offer  to  take  much  of  the  work  out  of 
teaching.  Moreover,  even  those  teachers  who  advocate 
teacher-made  materials  rarely  have  the  time  to  do  the  extra 
work  necessary  to  assemble  them." 

America's  Textbook  Fiasco:  A  Conspiracy  of  Good  Intentions 


OFPROMISE 
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business 
means 
business 
about 
education 


Business  Means  Business  About  Edu- 
cation: A  Synopsis  of  the  Business 
Roundtabie  Companies'  Education 
Partnerships  is  the  June  1989  follow-on  to 
The  Role  of  Business  in  Education:  Blueprint 
for  Action,  a  booklet  published  by  the 
roundtabie  in  1988. 

Based  on  the  round- 
table  members' 
conviction  that 
"while  American 
education  has 
made  undeniable 
progress  in  recent 
years,  the  pace  of 
this  progress  is  not  keeping  up  with  the 
pace  of  change  in  business,  technology, 
and  commerce."  This  75-page  reference 
source  provides  capsule  descriptions  of  the 
education  activities  of  member  companies 
from  Abbott  to  Xerox,  including  contact 
names  and  phone  numbers.  An  invaluable 
resource  for  anyone  concerned  about  the 
business  role  in  education. 

Educating  America:  Lessons  Learned  in 
the  Nation's  Corporations,  by  Jack  E.  Bow- 
sher  (New  York:  John  Wiley  &  Sons,  1989). 

When  this  guru  of  cor- 
porate education  and 
training  joined  IBM  30 
years  ago,  total  revenues 
were  less  than  $1  billion 
per  year.  When  Bowsher 
recently  retired  as  direc- 

  tor  of  Education  Exter- 

.Jil(;l  E.BOH'SIIER  nal  Programs,  the  IBM 
education  budget  alone  was  nearly  $1  bil- 
lion per  year — not  counting  the  salaries  of 
employees  in  training.  Factoring  in  that 
cost,  annual  training  expenditures  at  IBM 
are  more  than  $2  billion  per  year  Why? 
Because  it  pays.  As  Bowsher  demonstrates, 
employee  education  and  training  pay  just 
as  research  and  development,  market 
research,  and  good  design  do.  Lessons  for 
the  nation's  schools  abound  in  this  com- 
prehensive book. 


Eldll 


lllliil 


LIgONS 
liARWED 
IWTHE 
MAIIOWS 
CORPOMaiONS 


Escalante:  The  Best  Teacher  in  Amer^ 

ica,  by  Jay  Mathews  (New  York:  Henry 
Holt  and  Co.,  1988). 


ESCALANTE 


mi  IIAUILH 

IVi  \Uilll\\\ 


The  Fourth  R ' 

WORKFORCE  READINESS  : 


This  is  the  true  story  of 
Jaime  Escalante,  Bolivian 
emigre    and  teacher 
extraordinaire.  Mathews, 
Washington  Post  bureau 
chief  in  Los  Angeles,  fol- 
lowed Escalante,  subject 
of  the  hit  movie  Stand 
and  Deliver,  and  gives  us 
an  absorbing  biography  that  is  a  pleasure  t 
read.  It  also  sends  the  very  important  mes 
sage  that  we  can  learn  from  Escalante 
apply  his  lessons,  and  know  that  hig 
expectations  get  results. 

The  Fourth  R:  Work  Force  Readines 

(National  Alliance  of  Business). 

First  published  twc 
years  ago  as  a  "guide  tc: 
business-education 
partnerships,"  this  54 
page  booklet  is  ar 
important  source  o 
information  on  thi; 
subject.  It  describes  tht 
benefits  for  business  ir? 
getting  involved  with  education;  the  return 
on  investment;  case  studies  of  business' 
education  partnership  development;  type;,, 
of  involvement;  and  concludes  with  parti 
nership  profiles,  an  appendix  designed  tc* 
stimulate  interest  in  what  business  can  do 


"Escalante  had  insisted  that  each 
student,  and  parents,  sign  a  contract 
promising  the  student  would  return  at 
2:00  P.M.. ..and  remain  for  more  lecture... 
until  5:00  P.M.  That  was  to  remind  the 
parents  as  much  as  their  children  of  the 
seriousness  of  the  venture." 

Escalante:  The  Best  Teacher  in  America 


E128 


THE 
PICTURE  OF 
HEALTK 


UJLl" 


The  more  physicians  can 
see  inside  a  patient,  the 
more  information  they  can 
gather.  The  more  insightful  their 
diagnoses  can  be.  And,  of 
course,  the  more  hope  there  is 
for  the  patient. 

Toshiba's  cardiovascular 
angiographic  systems  offer 
doctors  new  ways  to  take  pictures 
of  what's  inside  the  human  heart 
faster,  easier  and  with  more 
accuracy  than  ever  before. 

Now  doctors  can  see  mul- 
tiple images  simultaneously. 
Images  can  be  enlarged.  And 
computer- enhanced  color  can  be 
added  to  increase  information 
and  diagnostic  capability. 

Throughout  all  our  medical- 
related  technologies,  from  X-rays 
and  computer  tomography 
scanners  to  magnetic  resonance 
imaging  and  imaging  processing, 
Toshiba's  vision  has  always 
been  clear:  to  build  the  most 
sophisticated  diagnostic 
equipment  in  the  industry. 

Not  just  for  the  health  of 
our  business,  but,  more 
importantly,  for  the  health  of  the 
people  who  need  it. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information,  write  Toshiba  America  Medical  Systems,  Inc  ,2441  Michelle  Dnve.Tustm.CA  92680  or  call  1-800-421-1968 
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Horace's  Compro- 
mise, by  Theodore  F. 
Sizer  (Boston:  Houghton  "'HorSCC'S 

Mifflin,  1984).  Compromise 

,  ,  ,       The  Dilemma  of 

Written  by  one  or  the      the  American 
most  knowledgeable  HighSchool 
educators  in  the  nation, 
the  work  is  a  powerful   Theodore  R.  Sizer 

evocation  or  a  dedicated 
teacher's  life  inside  the  classroom  and  out. 
The  book  captures  the  day-to-day  ambi- 
ence of  teaching  as  well  as  the  successes  and 
failures  a  dedicated  professional  deals  with. 
Written  with  verve  and  style,  the  book  is 
already  a  classic.  Before  undertaking  this 
writing  assignment,  Sizer  was  Dean  of  the 
Harvard  Graduate  School  of  Education 
and  Headmaster  of  Phillips  Academy  at 
Andover.  He  is  now  Chairman  of  the  Edu- 
cation Department  at  Brown  University, 
where  he  continues  to  write  and  lecture  as 
well  as  oversee  the  Coalition  of  Essential 
Schools  Project. 


JiingerqT 
VlemQrv 


"fiiucationof 
Rpdnmiez 


Hunger  of  Memory,  by 

Richard  Rodriguez  (Bos- 
ton: Godine  Press,  1987). 


This  is  an  autobiogra- 
phical account  of  a  poor 
Mexican-American's  edu- 
cation, from  parish  school 

Iiatu ^ ''^SM  Sacramento,  Calif.,  to  a 
l^lB^^^^I  scholarship  student  at 
Stanford  and  Berkeley  universities.  This 
poignant  work  is  at  once  a  deeply  personal 
account  of  one  man's  education  and  a  uni- 
versal commentary  on  education.  A  gifted 
writer,  Rodriguez  emphasizes  that  formal 
education  draws  us  out  of  the  intimacy  and 
warmth  of  family,  onto  the  stage  of  history 
—  a  painful  but  necessary  odyssey  from 
"private"  to  "public"  life. 


"Japanese  c  '  ural  values  and  goals  always  supported  the 
idea  that  a  \  W  person  was  one  who  studied,  and  that 
learning  cont  ljuted  to,  as  well  as  reflected,  virtue." 

The  Japanese  Educational  Challenge:  A  Commitment  to  Children 


The  Japanese  Education  Challenge: 
Commitment  to  Children,  by  Met 

White  (New  York:  The  Free  Press,  1987). 

Available  in  a  paperback 
edition,  it  is  not  only  the 
best  book  available  about 
Japanese  education,  it  is 
also  one  of  the  best  about 
American  education. 
White  traces  the  cultural 
and  historical  roots  of  Jap- 
anese education,  as  well  as 
the  "policy"  process  that  led  to  it,  and 
implications  for  the  United  States.  Perce 
tive  observation,  careful  analysis,  and 
thoroughgoing  scholarly  approach  coi 
bine  to  produce  an  unusually  readab 
thought-provoking  book.  White's  centi 
admonition  is  on  target  and  explains  w 
the  book  is  so  interesting  and  useful:  "N 
should  hold  Japan  up  as  a  mirror,  not  aj 
blueprint." 

A  Nation  at  Risk,  by  the  U.S.  Excellen 
in  Education  Commission  (Washingto 
D.C.:  U.S.  Department  of  Educatio 
1983). 

The  work  of  a  distinguished  blue-ribb( 
education  commission  established  by  the 
U.S.  Secretary  of  Education  Terrel  Bell, 
remains  the  report  of  reports.  Not  only  d 
it  provide  a  national  imprimatur,  confiri 
ing  our  worst  fears  abo 
education  decline,  it  al 
focused  the  natior 
attention  on  the  iss 
— which  remains  befc 
us.  Although  criti 
accused  the  authors 
hyperbole,  the  wor 
still  have  a  prescie 
ring:  "If  an  unfriendly  foreign  power  h 
attempted  to  impose  in  America  the  mei 
ocre  educational  performance  that  exi 
today,  we  might  well  have  viewed  it  as 
act  of  war." 

Millions  of  copies  were  distributed 
the  Department  of  Education,  and 
remains  a  "must  read"  for  anyone  inti 
ested  in  education  reform. 
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The  successful  future  of  our  businesses  depends  upon  the  health 
d  welfare  of  our  children,  the  labor  force  of  tomorrow.  Our  nation's 
jcational  system  needs  assistance,  especially  for  innovative  health 
jcation  programs. 

The  American  Health  Foundation,  a  not-for-profit  research 
^anization  devoted  to  disease  prevention  and  health  promotion,  has 
ponded  to  an  important  need  with  its  KNOW  YOUR  BODY 
mentary  school  health  education  program, 
id  we  have  joined  their  effort. 
For  the  past  twelve  years,  the  American 
jalth  Foundation  has  implemented  its 
nprehensive  KNOW  YOUR  BODY  health 
rriculum  in  schools  across  America, 
ientific  research  has  uncovered 
e  program's  significant  positive 
pact  on  children's  nutrition 
owledge,  attitudes,  diet, 
loking  behavior  and  exercise  habits. 
As  corporate  leaders,  we  need  to  recognize  th 
portant  role  we  can  play  in  our  children's  futures.  We 
ve  taken  an  active  role  in  this  program  by  w 
dopting"  schools  and  providing  the  necessary  ^^"^ 
sources  to  implement  the  KNOW  YOUR  BODY  program. 
The  impact  of  our  involvement  is  overwhelming: 
We  can  reduce  the  risks  of  cancer  and  heart  disease  and  alter 
attitudes  toward  alcohol  and  drugs; 

We  can  teach  our  children  fundamental  health  and  disease- 
prevention  skills  using  proven  techniques; 
We  can  encourage  physical  fitness  and  general  health,  ultimately 
reaping  significant  economic  and  social  savings. 
With  each  new  corporate  partner  in  the  KNOW  YOUR  BODY 

ogram,  we  can  bridge  the  gap  left  by  inadequate  funding  and  make  an 

iportant  commitment  to  our  future  business  leaders. 
If  you  would  like  to  learn  how  your  company  can  protect  and  educate 
future  workers  by  adopting  a  school,  call  or  write  Dr.  Ernst  Wynder, 

esident  of  the  American  Health  Foundation,  212-953-1900—320  East 

rd  Street,  New  \brk.  New  Y)rk  10017  We  did  . . .  and  we're  making  a 

fference. 
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A  Nation  Prepared  for  the  21st  Cen- 
tury: The  Report  of  the  Task  Force  on 
Teaching  as  a  Profession,  by  the 

National  Center  on  Education  and  the 
Economy;  Chairman,  Lewis  M.  Brans- 
comb  (chief  scientist,  IBM). 


Prepared: 

Twchm  X  [or  ihc  21st  Cenli 
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Released  in 
July  1986,  this 
report  made  a 
difference:  The 
central  finding 
was  the  inade- 
quacy of  the 
nation's 
schools,  for  teachers  as  well  as  students, 
and  the  task  force's  central  recommenda- 
tion has  been  implemented.  A  National 
Board  for  Professional  Teaching  Standards 
has  been  established  (see  box  on  page  64). 
The  movement  to  increase  standards  for 
entry  into  the  profession  has  been  given 
new  impetus,  and  the  call  to  "restructure" 
the  schools  is  moving  forward. 

Network  News  &  Views,  compiled  by 
the  Education  Excellence  Network  (Van- 
derbilt  University's  Institute  for  Public  Pol- 
icy Studies). 

This  monthly  publica- 
tion for  network  mem- 
bers provides  copies  of 
education  and  educa- 
tion-related articles 
from  sources  across  the 
nation,  including  the 
major  newspapers  and 
magazines.  Much  more 
than  a  "clipping  service,"  it  includes  care- 
fully selected  articles  with  introductory 
commentary  by  Chester  E.  Finn  Jr.,  a  Net- 
work co-founder.  The  Vanderbilt  connec- 
tion notwithstanding,  the  not-for-profit 
Education  Excellence  Network  operates 
out  of  Washington,  D.C. 


Results  in  Education:  1987,  1988^^" 
1989,  1990,  1991,  The  Governors'  mW''"^ 
Report  on  Education  (published  by  thai'^"'.^ 
National  Governors'  Association),  with  £  n?*'* 
forward  by  the  Honorable  Thomas  H 
Kean,  governor  of  New  Jersey.  ,^^^,^0 

This  compelling  document  addresses  tht  kat'^^ 
need  to  reform  and  what  to  do  about  it.  E'l^^ 
The  work  of  the  nation's  governors,  it  has 
the  authority  of  a  document  prepared  by  « P'^^ 

people  who  f^^^' 
know  what  the  i^i^h  ^ 
stakes  are  as^f'^l 
well  as  who's  in  'f* 
charge.  It  takes  merh 
a  realistic  look  educa' 
at  what  must  MV. 
be  done,  and  le 
provides  evidence  of  political  will  and  mus-  o^Ui 
cle  to  do  it.  As  Michael  N.  Castle,  governor  i  edoi 
of  Delaware  notes,  "If  in  the  past  few  years  schers 
we  have  made  progress  toward  betterP'*'! 
schools  and  better  educated  students, 
toward  higher  classroom  standards,  it  is|aiOD 
because  we  began  by  asking  basic  questions  p:  : 
about  how  to  make  our  education  system 
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The  Shopping  Mall 
High  School:  Winners 
and  Losers  in  the  Edu- 
cational Marketplace, 

by  Arthur  G.  Powell, 
Eleanor  Farrar,  and 
David  K.  Cohen  (Bos- 
ton: Houghton  Vlifflin 
Co.,  1985). 

This  is  the  first  comprehensive  treatment  of 
modern  American  education  written  by 
three  authorities  on  public  and  private  edu- 
cation. It  traces  the  evolution  of  the  "shop- 
ping mall"  high  school,  characterized  by  its 
breadth  rather  than  depth.  Quintessen- 
tially  late-American,  the  shopping  mall 
high  school  tries  to  offer  something  for 
everyone,  thereby  offering  little  to  the  dis- 
cerning student  or  teacher.  The  study  is 
evidence  that  the  "road  to  hell"  is  paved 
with  good  intentions. 
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hat  Do  Our  17-Year-Olds 
tiow?,  by  Diane  Ravitch  and 
Kester  E.  Finn  Jr.  (New  York: 
arper  &  Row,  1987). 

mong  the  most 
lowledgeable 
lucation  ana- 


WHAT 
IDOOUR 
17-YEAR- 
OLDS 
KNOW? 


DIANE  RAVrrCH  AN! 
CHESTER  E.  FINN,  JR. 


;ts  in  the  coun- 
^  both  authors 
e  professors 
education: 
avitch  at  Col- 
Tibia  Univer- 
:y's  Teachers  College  and  Finn, 
rmerly  U.S.  assistant  secretary 

education,  at  Vanderbilt  Uni- 
jrsity.  They  are  co-founders  of 
le  Education  Excellence  Net- 
ork,  a  membership  organization 
<r  education  writers,  analysts, 
achers,  and  policy-makers  who 
ire  about  "education  excellence." 
^hat  Do  Our  UYear-Olds  Know? 

a  sobering  tour  d'horizon  about 
hat  our  17-year-olds  don't  know, 
lore  than  half  don't  know  in 
hich  century  the  American 
ivil  War  was  fought.  Unhappily, 
L  the  modern  world,  ignorance 
ay  be  bliss,  but  it  spells  eco- 
Dmic  and  political  danger. 


It's  Up  to  American  business  to  make  sure  that  our 
most  valuable  resource  flourishes. 


Americans  want  to  understand 
leir  high  schools  at  woric,  they 
hould  imagine  them  as  shopping 
lalls.  Secondary  education  is 
nother  consumption  experience 
I  an  abundant  society." 

ie  Shopping  Mall  High  School: 
inners  and  Losers  in  the 
lucational  Marketplace 


Children  are  America's  most  precious  resource.  A  resource  we're  in 
great  danger  of  not  developing  to  its  fullest  potential.  Our  kids  are 
becoming  the  nation's  neglected.  Undereducated  and  undervalued.  And 
without  them,  we  simply  cannot  compete  in  a  worldwide  economy. 

We  can't  let  that  happen.  American  business  must  fight  to  protect  our 
children's  future  by  initiating  an  all-out  effort  to  bolster  our  educational 
system.  For  if  we  all  take  stock  in  our  children's  future,  we'll  all  profit 
when  they  mature. 

Pitney  Bowes 


Who  Creates 
the  Most  Powerful 
Sponsored  Educational 
Programs  in  America? 


name  in  classroom  learning  materials, 
with  solid  relationships-built  over  the 
past  70  years-with  over  1  million 
teachers  and  23  million  students,  K-12. 
We  are  the  largest  publisher  of  educa- 
tional media  in  the  English  language. 

We  are  Scholastic. 

The  company  that  already  has 
the  credentials  and  creative  capa- 
bilities in  place.  The  company  that  can 
turn  your  commitment  to  education 
into  action. 

For  further  information,  please 
call  Michele  S.  Magazine,  Senior  Vice 
President,  at  (212)  505-3407. 

SCHOLASTIC 

CLASSROOM  MEDIA  NETWORK 
730  Broadway,  New  York,  NY  10003 


1  ^  •  we  became  the  leader  in 
V^lLlV^*  developing  literacy, 
workforce  readiness,  math,  and  sci- 
ence education  programs  long  before 
anyone  thought  of  sponsored  media. 

We  have  joined  forces  with  the 
nation's  most  prominent  companies- 
Apple,  AT&T,  Burger  King,  Hallmark, 
IBM,  Texaco,  and  more-to  produce 
powerful  programs  in  schools. 

We  reach  9  out  of  10  American 
schools.  Ours  is  the  most  trusted 


USCHOL  >\iTIC 


SPECIAL        ADVERTISING  SECTION 


^inning  the  Brain  Race:  A  Bold  Plan 
t  Make  Our  Schools  Competitive,  by 

avid  T.  Kearns  and  Denis  P.  Doyle  (San 
rancisco:  Institute  for  Contemporary 
:udies  Press,  1988). 

his  collaboration  of  a  business  leader  and 
lucation  analyst  has  produced  an  unu- 
lal  book.  Instead  of  a  lament,  it  offers  a 
Did  set  of  proposals  to  recapture  America's 


,-J)«TOT^KEARr'6_. 


lost  position  of  world 
education  and  economic 
leadership.  Lee  lacocca 
says  about  the  book:  "No 
issue  is  more  important 
than  education ...  and 
this  book  will  contribute 
significantly  to  improving 
the  educational  system  in 
ur  country."  Vernon  Jordan  says  it  is 
essential  reading  for  every  business  leader 
nd  political  leader,  and  for  every  educator 
nd  parent,  in  America." 


Workforce  2000:  Work  and  Workers 
for  the  21st  Century,  by  William  B.  John- 
ston (Indianapolis:  The  Hudson  Institute, 
1987). 

Commissioned  by  then- 
U.S.  Secretary  of  Labor 
William  T.  Brock,  this 
popular  work  is  the  most 
comprehensive,  compact 
statement  of  the  problem 
available.  More  than 
define  the  problem,  John- 
ston sketches  in  solutions 
and  areas  of  change  and  restructuring. 
Workforce  2000  draws  the  connection 
between  education  and  economic  produc- 
tivity in  a  way  that  even  the  layman  under- 
stands. 

The  book  has  a  solidity  occasioned  by 
Johnston's  experience  while  serving  in  the 
Carter  Administration  and  the  long  view 
afforded  by  his  time  in  a  think  tank. 


^'he  Phi  Delta  Kappan  (published  by  Phi 
)elta  Kappa,  the  education  honorary  soci- 
ty,  Bloomington,  Indiana). 

"he  magazine  for  the  serious  education 
jader,  it  emphasizes  "research,  service,  and 
^adership."  Its  scholarly  articles  are  inform- 
tive,  and  enlivened  with  cartoons.  The 
innual  Gallup  Poll  of  the  Public's  Attitudes 
oward  the  Public  Schools 
;  published  each  Sep- 
;mber.  This  year's  21st 
nnual  poll  continues 
he  process,  making  it 
ne  of  the  richest 
ources  of  education 
ata  available,  particu- 
irly  longitudinal  data, 
erhaps  not  surprisingly,  although  Ameri- 
ans  tend  to  give  the  nation's  schools  low 
larks,  most  respondents  with  children  in 
:hool  give  their  own  schools  good  marks. 
•Jotably,  inner-city  blacks  in  the  rust  belt 


continue  to  be  the  most  critical  of  all 
groups  about  the  quality  of  their  children's 
education  because  they  have  a  lot  riding  on 
school  quality. 

Teacher  (published  by 
Editorial  Projects  in 
Education). 

A  new  monthly  publica- 
tion reaching  270,000 
teachers.  It  is  designed  to 
serve  teachers  the  way 
Education  Week,  its  sister 
publication,  serves 
administrators  and  policy  makers.  Education 
Week,  a  weekly  tabloid,  has  become  the 
nation's  education  newspaper  of  record. 
Teacher  will  provide  the  information  teachers 
need  to  assume  the  dominant  role  in  the  edu- 
cation movement ...  leading  their  profession 
into  the  21st  century. 


SPECIAL        ADVERTISING  SECTION 


"I 


t  was  mid'1988  and  we  were  asked  to 
write  down  the  first  six  things  we  hoped  a  new 
President  of  the  United  States  would  tackle. 
Education  was  on  everyone's  list,  but  for 
different  reasons.  For  the  civil  rights  leader,  it 
was  the  way  Americans  have  always  gotten 
from  the  back  to  the  front  of  the  line.  For  the 
college  president,  education  lets  us  in  on  life's 
little  secrets,  keeps  things  interesting.  Someone 
else  said  it  helps  us  know  what's  really  special 
about  our  country.  For  the  rest — who  were 
mainly  business  and  labor  leaders — education 
had  become  the  one  best  way  to  grow  the 
economy,  balance  the  budget,  reduce  the  trade 
deficit,  compete  with  the 
Japanese.  Boiling  it  down,  the 
businesspeople  knew  that 
better  schools  meant  better 
business.  With  so  many  of  the 
world's  people  now  'thinking 
for  a  living,'  we  all  understood 
I  that  America  could  not  stay 
at  the  front  of  the  line  unless 
its  schools  were  there,  too." 


Lamar  Alexander,  President 
University  of  Tennessee,  describing 
a  meeting  of  the  "American  Agenda" 

—  a  distinguished  group  assembled  by 

Presidents  Ford  and  Carter. 


The  Seat  Of  Power  For  The  21st  (mm 

The  power  of  an  individual,  or  the  power  of  a  nation,  depends  more  than 
ever  on  education. 

We  will  all  be  swept  into  the  next  century  on  a  flood  of  new  technology. 
Advances  in  telecommunications  are  at  the  forefront  of  this  flood,  expanding 
and  speeding  the  flow  of  information.  But  progress  depends  on  much  more  than 
technology.  It  depends  on  people  who  can  articulate  and  understand. 

And  that  comes  down  to  good,  basic  education.  The  seat  of  power  is  in  our 
classrooms.  If  it  is  empty,  the  promise  of  the  next  century  is  empty  as  well. 

United  Telecom  ■■■  US  Sprint. 


The  Chief  Executives  of 
the  1000  most  valuable  publicly 
held  u.s.  companies 


An  alphabetical  index  of  the  1000  chief  executive  officers,  and  the  page  on  which  the  entry  for  each  appears,  begins  on  page  434 
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AAR 


IKA  A.  EICHNER 

Elk  Grove  Village,  III.  312439-3939 
SALES:  $406  mil.    PROFITS:  $25  mil. 
MARKET  VALUE:  $55^  mil. 


►  Born  6/21/31,  Chicago,  111.;  attended  Roo- 
sevelt. Career  path-merchandising/marketing,  finance/account- 
ing; tenure-34  years,  CEO  34  years.  Compensation:  1988  salary  & 
bonus,  $695,000;  ownersliip,  516,000  direct,  13,000  indirect  shares. 
►  His  little  aviation-radio-parts  distributor  has  spread  its  wings 
to  become  a  big  parts-and-repair  facility  for  airlines.  Soaring  on 
the  boom  in  air  travel  and  carrier  cost-consciousness,  pushing 
into  aircraft  leasing,  overseas  repair,  and  parts  depots.  Looking 
to  foreign  airlines  as  1992  brings  hotter  competition  in  Europe. 


ABBOTT  LABORATORIES 

Robert  A.  schoellhorn 

Abbott  Park,  III.  312-937-6100 

SALES:  $4.9  bil.    PROFITS:  $752  mil. 

MARKET  VALUE:  $H.3  bil. 

►  Born  8/29/28,  Philadelphia,  Pa.;  BA  (chem- 
istry), Phil.  Coll.  of  Textiles  &  Sci.,  1955.  Career  path-administra- 
tion; tenure-16  years,  CEO  10  years.  Compensation:  1988  salary  & 
bonus,  $l,920,d00-';  ownership,  190,000  direct,  10,000  indirect 
shares.  ►  Core  infant-formula  business  faces  yet  another  chal- 
lenge, as  Gerber  and  Bristol-Myers  push  into  market  with  new 
joint  venture.  And  profits  are  squeezed  on  sales  to  government's 
nutrition  program  as  prices  sink  under  competitive  bidding.  Hop- 
ing to  compensate  with  diagnostics,  drugs,  and  hospital  products. 


ACUSOH 

SAMUEL  H.  MASLAK 

Mountain  View,  Calif.  415-969-9112 

SALES:  $169  mil.    PROFITS:  $27  mil. 

MARKET  VALUE:  $767  mil. 

►  Born  7/23/48,  Washington,  D.  C.;  EE,  SM, 
SB  (elect,  eng.),  MIT,  1971;  ScD  (elect,  eng.),  MIT,  1975.  Career 
path-engineering/technical;  tenure-8  years,  CEO  8  years.  Com- 
pensation: 1988  salary  &  bonus,  $313,000;  ownership,  1,440,000  di- 
rect, 18,000  indirect  shares.  ►  Laid-back  Silicon  Valley  techie  who 
took  an  old  technology  (medical  ultrasound  imaging)  and  gave  it 
a  new  glow.  Company  leads  in  technology,  growth,  market  share. 
Moving  overseas  with  diagnostic  equipment.  Efficient  manager 
who  offers  flexible  hours  and  Friday  beer-and-pizza  bashes. 


ADOBE  RESOURCES 

STANLEY  R.  RAWN  JR. 

New  York,  N.  Y.  212-758-8110 

SALES:  $165  mil.    PROFITS:  $14  mil. 

MARKET  VALUE:  $377  mil. 

►  Born  2/3/28,  Duluth,  Minn.;  BS  (chem.), 
1952;  MS  (chem.  eng.),  1953,  Calif.  Inst,  of  Tech.  Career  path-en- 
gineering/technical; tenure-4  years,  CEO  4  years.  Compensation: 
1988  salary  &  bonus,  $581,000;  ownership,  219,000  shares.*  ►  Vet- 
eran hydrocarbons  man  has  had  some  tough  years  at  oil-and-gas 
exploration  company  indirectly  controlled  by  Minorco,  South  Af- 
rica's giant  mining  company.  But  slow  recovery  of  gas  business 
is  boosting  finances.  Gulf  fields  coming  on  stream  that  should 
double  production.  Dedicated  tennis  player  is  a  Caltech  trustee. 


ADOBE  SYSTEMS 


John  Warnock 

Mountain  View,  Calif.  415-961-4400 

SALES:  $83  mil.    PROFITS:  $21  mil. 

MARKET  VALUE:  $522  mil. 

►  Born  10/6/40,  Salt  Lake  City,  Utah;  BS 
(mathematics),  U.  of  Utah,  1961;  MS  (1964),  PhD  (elect,  eng., 
1969),  U.  of  Utah.  Career  path-engineering/ technical;  tenure-7 
years,  CEO  7  years.  Compensation:  1988  salary  &  bonus, 
$244,000;  ownership,  685,000  shares."  ►  Fast  growth  with  Post- 
script laser-printer  software.  But  new  version  for  computer 
screens  is  making  little  progress,  as  customers  want  to  make 
their  own,  cheaper  versions.  Clones  haven't  hurt  much  so  far,  so 
outlook  is  good  for  a  few  years  at  least.  Skis  and  paints. 


ADVANCED  MICRO  DEVICES 

WALTER  JEREMIAH  SANDERS  III 
Sunnyvale,  Calif.  408-732-2400 
SALES:  $1.1  bil.    PROFITS:  $19  mil. 

7  mil. 


MARKET  VALUE: 
► 


Born  9/12/36,  Chicago,  111.;  BS  (elect,  eng.), 
U.  of  111.,  1958.  Career  path-engineering/technical;  tenure-20 
years,  CEO  20  years.  Compensation:  1988  salary  &  bonus, 
$739,000;  ownership,  328,000  direct,  24,000  indirect  shares. 
►  "Hollywood  Jerry,"  who  spends  weekends  at  posh  Bel  Air 
home,  has  one  tough  job  ahead.  Finally  turned  a  profit  last  year, 
but  demand  for  commodity  semiconductors  collapsed  in  second 
half.  New  products,  while  promising,  haven't  done  much  yet. 
Turning  over  many  daily  duties  to  concentrate  on  marketing. 


ADVANCED  TELECOMMUNICATIONS 

STEPHEN  E.  RAVILLE 

Atlanta,  Ga.  404-261-5885 

SALES:  $178  mil.    PROFITS:  $16  mil. 

MARKET  VALUE:  $406  mil. 

►  Born  5/12/47,  Manhattan,  Kan.;  BA  (econ.), 
U.  <ji  \ r;J69;  JI),  U.  of  Ga.  Law,  1972;  LLM  (taxation),  Emory, 
1978.  ('arter  path-legal;  tenure-6  years,  CEO  4  years.  Compen- 
sation: 1?';-'.'^  salary  &  bonus,  NA;  ownership,  502,000  shares."^ 
►  Former  •  al  estate  lawyer  saw  opportunity  in  the  AT&T  break- 
up. Transfoi  med  a  small  long-distance  carrier  into  one  of  the  in- 
dustry's most  pi-.-ifiiable.  It's  also  debt-free  Built  a  fiberoptic 
network  for  data  transmission.  Now,  he's  on  the  acquisition  trail 
in  the  South  and  Southwest. 


AETNA  LIFE  &  CASUALTY 

JAMES  THOMAS  LYNN 
Hartford,  Conn.  203-273-0123 


SALES:  $24.3  bil. 

PROFITS:  $b 

'68  mil. 

MARKET  VALUE:  $ 

'6.5  bil. 

►  Born  2/27/27,  Cleveland,  Ohio;  AB  (econ., 
polit.  sci.).  Western  Reserve,  1948;  LLB,  Harvard  Law,  1951.  Ca- 
reer path-legal;  tenure-5  years,  CEO  5  years.  Compensation: 
1988  salary  &  bonus,  $1,137,000;  ownership,  21,000  shares.  ►  Ef- 
fusive former  HUD  secretary  has  taken  a  beating  in  property/ca- 
sualty insurance-like  everybody  else.  Hopes  to  offset  shortcom- 
ings there  with  gains  in  group  underwriting,  particularly  among 
accounts  with  10,000  employees  or  more.  But  he  also  faces  pro- 
tests over  rising  premiums,  so  political  skills  will  come  in  handy. 
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THE  CEO  1000 


In  business,  as  in  life,  there 
is  no  substitute  for  quality. 
It's  something  you've 
learned  to  appreciate  and 
come  to  expect.  That's 
why  so  many  businessmen 
shop  in  Dillard's  Men's 
Department.  It's  a  name 
synonymous  with  quality 
in  men's  clothing.  From 
elegant  suiting  and 
polished  accessories,  to 
more  casual  weekend 
attire,  we  offer  only 
the  finest  merchandise 
from  the  world's  most 
prestigious  labels.  With 
courteous  service  from  our 
staff  of  sales  associates. 
Dillard's  Men's  Department 
...  half  a  century  of 


excellence 


Alabama  •  Arizona  •  Arkansas  •  Flori^ 
Illinois  •  Iowa  •  Kansas  •  Louisiana 
Mississippi  •  Missouri  •  Nebraska  •  Nevadc 
New  Mexico  •  Oklahoma  •  Tennessee  •  14 


THE    CORPORATE  ELITE 


AFIILIATED  PUBLICATIONS 


William  0.  Taylor 


Boston,  Mass.  617-929-2886 
SALES:  $534  mil.    LOSS:  $81  mil 


MARKET  VALUE:  $9U  mil. 

►  Born  7/19/32,  Boston,  Mass.;  AB  (Euro- 
pean history),  Han'ard,  1954.  Career  path-finance/accounting; 
tenure-33  years,  CEO  8  years.  Compensation:  1988  salary  &  bo- 
nus, $477,000;  ownership,  76,000  shares.*  ►  Quiet,  pragmatic 
manager  with  an  affinity  for  math.  Fourth-generation  CEO  re- 
cently spun  off  McCaw  Cellular  stock  to  focus  on  publishing,  in- 
cluding Boston  Globe  and  a  growing  chain  of  trade  magazines. 
Slow  economic  growth  at  home  has  depressed  earnings,  so  he's 
eyeing  neighboring  states  for  expansion. 


AGENCY  RENT-A-CAR 

Sa.\i  J.  Fr.\nkixo 
Soloyi,  Ohio  216-349-1000 
SALES:  $227  mil.    PROFITS:        m  il. 
MARKET  VALUE:  $40S  mil. 
►  Born  7/21/24,  Cleveland, 


Ohio.  Career 

path-real  estate,  construction;  tenure-20  years,  CEO  20  years. 
Compensation:  1988  salary  &  bonus,  S240,000;  ownership, 
14,371,000  direct,  13,653,000  indirect  shares.  ►  Amid  speculation 
that  he  might  sell  out,  company  founder  recently  appointed  third 
president  in  12  months.  Some  other  dents:  Sluggish  resales  of  his 
fleet  of  Chrysler  K  cars  have  crimped  earnings.  So  have  prob- 
lems emerging  from  last  year's  acquisition  of  a  competitor. 
Dodged  questions  on  his  intentions  at  annual  meeting. 


AHMANSON  (H.  F.) 

RICHARD  H.  DEIHL 


Los  Angeles,  Calif.  213-955-4200 
SALES:  $3.5  bil.    PROFITS:  $203  mil. 


MARKET  VALUE:  $2.2  bil. 

►  Born  9/9/28,  Whittier,  Calif.;  AB  (econ.). 


AIR  PRODUCTS  &  CHEMICALS 


if 


Dexter  f.  Baker 
Allentoivn.  Pa.  215-481-4911 
SALES:  $2.4  bil.    PROFITS:  $214  mil. 
MARKET  VALUE:  $2.7  bil. 


Whittier,  1949.  Career  path-marketing,  finance/accounting;  ten- 
ure-29  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$1,026,000;  ownership,  82,000  direct,  66,000  indirect  shares.  ►  In- 
tensely private  workaholic  whose  colossus  just  keeps  growing 
-and  without  junk-bond  portfolio.  Traditional  S&L  fare,  home 
loans,  made  company  one  of  biggest  single-family-home  mort- 
gage lenders.  This  year's  first  half  also  saw  record  deposit  in- 
crease. Recently  became  COO  at  flagship  Home  Savings. 


Born  4/16/27,  Worcester,  Mass.;  BS  (mech. 
eng.),  Lehigh,  1950;  MBA,  Lehigh,  1957.  Career  path-manage- 
ment, sales;  tenure-37  years,  CEO  3  years.  Compensation:  1988 
salary  &  bonus,  $997,000;  ownership,  48,000  direct,  55,000  indirect 
shares.  ►  Margins  on  his  chemical  and  industrial-gas  businesses 
deflating  as  prices  soften.  That  may  make  it  difficult  for  him  to 
keep  up  ambitious  investment  plans.  An  international  expert,  he 
sits  on  trade  panels,  advises  Washington.  Lived  in  Wimbledon  for 
a  decade:  Ran  European  operations,  learned  to  love  tennis. 


ALASKA  AIR  GROUP 


BRUCE  ROGER  KENNEDY 
Seattle,  Wash.  206-431-7040 


SALES:  $814  mil.    PROFITS:  $37  mil. 

MARKET  VALUE:  $453  mil. 

►  Bom  10/11/38,  Denver,  Colo.;  BA  (busi- 
ness), U.  of  Alaska  at  Fairbanks,  1963.  Career  path-administra- 
tion; tenure-20  years,  CEO  10  years.  Compensation:  1988  salary  & 
bonus,  $452,000;  ownership,  18,000  direct,  3,000  indirect  shares. 
►  Rescued  airline  from  collapse  17  years  ago;  biggest  challenge 
now  is  keeping  it  independent.  Launched  expansion  and  acquisi- 
tion drive  in  lower  48  that  has  paid  off  in  record  profits.  Retained 
Wasserstein,  Perella  for  defense.  Sponsors  refugees  from  South- 
east Asia;  wants  to  do  overseas  missionary  work  someday. 


ALBANY  INTERNATIONAL 

J.  SPENCER  STANDISH 

Albany,  N.  Y.  518-445-2200 

SALES:  $461  mil.    PROFITS:  $36  mil. 

MARKET  VALUE:  -$554  mil. 

►  Born  4/17/25,  Albany,  N.  Y.;  BS  (business 
&  eng.  admin.),  MIT,  1945.  Career  path-engineering/technical, 
production/manufacturing;  tenure-37  years,  CEO  6  years.  Com- 
pensation: 1988  salary  &  bonus,  $417,000;  ownership,  5,000 
shares.  ►  Hands-on  manager  prides  himself  on  knowing  details 
of  operations.  Prime  product:  fabrics  for  paper  industry.  Contin- 
ues to  push  into  international  markets.  This  year,  he'll  shell  out 
$80  million  for  plants  in  four  European  countries.  Took  company 
private  in  1983,  went  public  again  in  1987. 


ALBERTO-CULVER 


LEONARD  H.  LAVIN 


Melrose  Park,  III.  312-450-3000 
SALES:  $605  mil.    PROFITS:  $27  mil. 


MARKET  VALUE:  $648  mil. 
►  Bom  10/29/19,  Chicago, 


111.;  BA,  U.  of 

Wash.,  1940.  Career  path-merchandising/marketing;  tenure-35 
years,  CEO  85  vears.  Compensation:  1988  salary  &  bonus, 
$950,000;  owne>-.'^hip,  3,410,000  direct,  385,000  indirect  shares. 
►  Company  foundsT  s  decision  to  give  more  power  to  his  daugh- 
ter and  s';n-in-lav/  is  fiaying  off.  Margins  have  doubled,  cash  is 
abundant.  Step  toward  keeping  the  hair-care  company  in  family 
hands.  Now,  has  more  lime  to  manage  over  100  Thoroughbreds 
at  his  Florida  farm  and  to  scout  European  opportunities. 


ALBERTSON'S 

WARREN  E.  McCain 
Boise,  Idaho  208-385-6200 


SALES:  $6.8  bil.    PROFITS:  $163  mil. 
MARKET  VALUE:  $3. 7  bil. 

►  Bom  12/17/25,  Logan,  Kan.;  attended  111. 
Inst,  of  Tech.,  Oreg.  State.  Career  path-merchandising/market- 
ing;  tenure-30  years,  CEO  13  years.  Compensation:  1988  salary  & 
bonus,  $970,000;  ownership,  351,000  shares.  ►  Genial  executive 
who's  developed  a  corporate  culture  that  matches  his  own  style: 
painstaking  attention  to  detail,  nothing  flashy.  Strategy-  puts 
very  large  stores  in  growing  markets,  supports  them  with  good 
distribution.  Lets  managers  run  their  own  show.  He  listens  to 
ideas.  A  demon  at  the  card  table,  his  game  is  gin  rummy. 
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ALCO  STANDARD 

Ray  B.  Mundt 

Valley  Forge,  Pa.  215-296-8000 
SALES:  $3.8  bil.    PROFITS:  $100  mil. 
MARKET  VALUE:  $1.4  bil. 


►  Born  8/10/28,  Appleton,  Wis.;  BS,  Wis. 
State,  1953.  Career  path-merchandising/marketing;  tenure-19 
years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$1,407,000;  ownership,  195,000  direct,  11,000  indirect  shares. 
►  Reshaped  distribution  company,  dumping  nonperformers  in 
wine  and  spirits,  metals,  containers,  gifts,  some  foods.  Raised 
war  chest  to  pay  for  promising  contenders,  including  a  paper  dis- 
tributor, copier  and  office-products  dealers,  aircraft-parts  refur- 
bishers.  Besides  companies,  he  collects  clocks,  decoys,  cars. 


ALEXANDER  &  ALEXANDER  SERVICES 

TINSLEY  H.  IRVIN 

New  York,  N.  Y.  212-840-8500 

SALES:  $1.2  bil.     PROFITS:  $71  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  5/30/33,  Cornelia,  Ga.;  BBA  (insur- 
ance), Ga.  State,  1955.  Career  path-insurance;  tenure-36  years, 
CEO  2  years.  Compensation:  1988  salary  &  bonus,  $461,000;  own- 
ership, 44,000  direct,  47,000  indirect  shares.  ►  Wins  good  marks 
from  Wall  Street  for  his  continuing  struggle  to  whip  the  No.  2  in- 
surance brokerage  into  shape.  Sold  off  finance  unit  TIFCO  and  is 
trying  to  unify  disparate  empire  inherited  from  predecessor  John 
Bogardus.  But  the  cost  is  high:  He's  lost  good  people  in  the  tur- 
moil. Earnings  are  under  par  and  stock  is  flat. 


ALEXANDER  &  BALDWIN 


ROBERT  JOHN  PFEIFFER 


Honolulu,  Hawaii  808-525-6611 
SALES:  $665  mil.    PROFITS:  $1.35  mil. 
MARKET  VALUE:  $1.7  bil. 


►  Born  3/7/20,  Suva,  Fiji  Is.  Career  path- 
operations;  tenure-29  years,  CEO  10  years.  Compensation:  1988 
salary  &  bonus,  $1,320,000';  ownership,  198,000  direct,  2,000  indi- 
rect shares.  ►  Runs  perfect  takeover  target,  with  undervalued 
assets  in  Hawaii  real  estate,  agriculture,  and  shipping.  But  so 
far,  his  results  keep  stock  high  and  raiders  at  bay.  Sold  Wailea  re- 
sort to  Japanese;  using  $101  million  gain  to  diversify  into  main- 
land properties.  Matson  shipping  is  humming,  sugar  is  sweet. 
Former  Navy  pilot  flies  company  jet. 


ALLEGHANY 


Fred     Kirby  II 


^V>^  New  York,  N.  Y.  212-752-1356 

iL.  SALES:  $1  bil.     PROFITS:  $46  mil. 

^H^^^H    MARKET  VALUE:  $638  mil. 

WKaEJKM\  ^  Born  11/23/19.  Wilkes-Barre,  Pa.;  AB,  La- 
fayette, 1942.  Career  path-finance,  insurance;  tenure-31  years, 
CEO  22  years.  Compensation:  1988  salary  &  bonus,  $866,000;  own- 
ership, 17,000  direct,  894,000  indirect  shares.  ►  Earnings  contin- 
ue to  grow  and  the  Street  still  likes  the  way  this  aristocrat  runs 
his  insurance  and  financial-services  empire.  Picked  up  Sacramen- 
to S&L  recently,  but  says  he's  not  necessarily  gunning  for  more. 
Battling  for  a  20^J  stake  in  St.  Paul  Cos.  to  diversify  earnings. 
Fox  hunts  in  Jersev.  Football  Hall  of  Fame  board  member. 


ALLEGHENY  LUDLUM 


Richard  Paul  Simmons 


Pittsburgh,  Pa.  412-394-2800 
SALES:  $1.2  bil.    PROFITS:  $109  mil. 
MARKET  VALUE:  $860  mil. 


►  Born  5/3/31,  Bridgeport,  Conn.;  SB  (mate- 
rials sci.  &  eng.),  MIT,  1953.  Career  path-engineering/technical, 
production/ manufacturing;  tenure-36  years,  CEO  9  years.  Com- 
pensation: 1988  salary  &  bonus.  $883,000;  ownership,  6,621,000 
shares."  ►  Innovative  steelmaker  brought  home  whopping  50% 
ROE  last  year.  His  secrets:  high  R&D  spending,  working  with  cus- 
tomers to  develop  new  products,  low-cost  manufacturing.  Step- 
ping up  move  into  high-margin  alloys.  Vacations  on  Caribbean  is- 
land where  he  limits  himself  to  one  phone. 


ALLEGHENY  POWER  SYSTEM 


KLAUS  BERGMAN 

New  York,  N.  Y.  212-752-2121 


SALES:  $2.2  bil.    PROFITS:  $224  mil. 

MARKET  VALUE:  $2.2  bil. 

►  Born  5/24/31,  Nuremberg,  W.  Germany; 
.AB  (pre-law),  Columbia,  1953;  LLB,  Columbia  Law,  1955.  Career 
path-legal;  tenure-18  years,  CEO  4  years.  Compensation:  1988 
salarj'  &  bonus,  $328,000;  ownership,  3,000  shares."  ►  Runs  an 
electric  utility  in  the  heart  of  the  eastern  coal  fields.  With  90%  of 
his  capacity  fired  by  coal,  proposed  acid-rain  legislation  could 
force  him  into  costly  capital  spending.  And  restrictions  could  hurt 
his  industrial  customers,  too.  For  now,  regulators  are  hitting  him 
with  rate  reductions,  so  earnings  should  be  flat. 


ALLIED-SIGNAL 


Edward  L.  Hennessy  Jr. 
Morristown,  N.  J.  201-455-2000 
SALES:  $11.9  bil.    PROFITS:  $463  mil. 


MARKET  VALUE:  $6  bil. 

►  Born  3/22/28,  Boston,  Mass.;  BS,  Fairieigh 
Dickinson,  1955.  Career  path-finance/accounting,  production/ 
manufacturing;  tenure-10  years,  CEO  10  years.  Compensation: 
1988  salary  &  bonus,  $1,550,000;  ownership,  202,000  shares." 
►  Tough  manager's  strategy  of  asset  sales,  cost-cutting  begins 
to  pay  off  for  his  aerospace  and  industrial  conglomerate.  Earn- 
ings climbing  higher,  stock  moving  up.  Expects  to  realize  $150 
million  in  annual  cost-savings  by  end  of  this  year;  1,500  positions 
eliminated  in  past  two  years.  Buying  back  stock  will  boost  EPS. 


ALLTEL 


JOE  T.  FORD 

Hudson,  Ohio  216-650-7000 
SALES:  $1.1  bil.    PROFITS:  $125  mil. 
MARKET  VALUE:  $2.5  bil. 


►  Born  6/24/37,  Conway,  Ark.;  BSBA,  U.  of 
Ark.,  1959.  Career  path-finance/accounting;  tenure-30  years, 
CEO  2  years.  Compensation:  1988  salan,'  &  bonus,  $653,000;  own- 
ership, 309,000  direct,  41,000  indirect  shares.  ►  This  Ford  has  his 
pedal  to  the  floor.  Not  long  after  buying  CP  National,  a  telephone 
service  with  some  manufacturing  units,  this  former  Arkansas 
state  senator  bought  HWC  Distribution,  a  wire  and  cable  distribu- 
tor. Also  continues  to  expand  cellular  business  with  acquisitions. 
Strong  earnings  from  operations  growth;  recently  split  stock  3-2. 
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WHAT  IS  LUXURY? 


Is  luxury  something  expensive? 

Or  is  luxury  something  that  gives  you 
satisfaction? 

Is  luxury  something  other  people  are  im- 
pressed with? 

Or  is  luxury  something  that  impresses  you? 

If  you  have  a  minute,  this  is  the  Infiniti  view. 
We'd  like  to  share  it  with  you. 

The  primary  thought  behind  the  Infiniti  line  of 
cars  is  that  they  be  international,  luxury-class 
automobiles.  But  that  they  be  different  from 
the  traditional  luxury  definition. 

The  difference,  much  of  the  difference  at  any 
rate,  is  aesthetic.  It  is  Japanese  by  nature  that 
luxury  should  evoke  a  sense  of  simplicity, 
beauty  and  tranquility 


To  see  how  widely  this  simple  aesthetic  can  be 
interpreted,  Infiniti  luxury  has  been  described 
both  as  "multivocai  in  nature  in  that  it  appeals 
to  the  heart  of  each  individual  in  a  different 
way"  and,  as  a  sense  of  inner  peace  "such  as 
one  might  enjoy  while  unwinding  at  the  end 
of  a  hard  day." 

If  words  fall  short— as  they  most  likely  do— a 
test  drive  will  make  all  the  difference.  We'd 
like  to  help  you  discover  a  different  kind  of 
luxury— your  own,  personal  kind. 

Call  for  more  information  to  make  your  own 
evaluation  or  for  the  name  of  the  dealer  near- 
est you.  1-800-826-6500. 

Thank  you. 


created  by  Nissan 


AlUMINUM  CO.  OF  AMERICA 


PAUL  H.  O'NEILL 
Pittsburgh,  Pa.  ^12-5534545 
SALES:  $9.8  bil.    PROFITS:  $861  mil. 
MARKET  VALUE:  $6.8  bil. 
►  Born  12/4/35,  St.  Louis 


Mo.;  BS  (econ.), 

Fresno  State,  1960;  MPA  (public  admin.),  Ind.,  1966.  Career  path- 
economics;  tenure-2  years,  CEO  2  years.  Compensation:  1988  sal- 
ary &  bonus,  $l,113,bu0;  ownership,  1,000  shares.  ►  Controver- 
sial recruit  from  International  Paper  was  first  outsider  to  run  the 
tradition-bound  company.  But  he's  earned  the  respect  of  the  old 
guard  even  as  he  dismantles  his  predecessor's  space-age  metals 
strategy.  Earnings  hit  a  record  last  year,  but  now  autos  and  con- 
struction are  softening.  Shuns  company  limo  and  corporate  jet. 


ALIA 

Martin  Stephen  Gerstel 


Palo  Alto,  Calif.  il5-m-5000 
SALES:  $74  mil.    PROFITS:  $17  mil. 


MARKET  VALUE:  $1.2  bil. 


►  Born  6/26/41,  Norwalk,  Conn.;  BS  (eng.), 
Yale,  1964;  MBA,  Stanford,  1968.  Career  path-finance/account- 
ing; tenure-21  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $300,000;  ownership,  167,000  direct,  41,000  indirect  shares. 
►  He's  warning  that  things  will  be  slow  for  awhile  at  this  maker 
of  drug-delivery  systems-but  it's  the  lull  before  the  storm.  More 
than  a  dozen  drugs  using  his  technology  await  FDA  0.  K.,  so  big 
jumps  in  royalties  could  start  soon.  He'll  be  marketing  company's 
own  products,  too,  probably  starting  with  gum-disease  fighter. 


AMAX 


Allen  Born 


New  York,  N.  Y.  212-856-4200 
SALES:  $3.9  bil.    PROFITS:  $741  mil. 


MARKET  VALUE: 


'.4  bil. 


►  Born  7/4/33,  Durango,  Colo.;  BS  (metallur- 
gy, geology),  U.  of  Tex.  at  El  Paso,  1958.  Career  path-engineer- 
ing/technical; tenure-22  years,  CEO  4  years.  Compensation:  1988 
salary  &  bonus,  $1,279,000;  ownership,  4,000  shares.  ►  Slashed 
half  of  mining  company's  work  force,  sold  half  its  businesses, 
and  profits  soared.  Now  ready  to  spread  his  wings:  Seeking  ac- 
quisitions in  mining  and  energy.  Bid  $2.4  billion  for  Canada's  Fal- 
conbridge  Ltd.,  but  missed  out.  Still,  Wall  Street  would  like  less 
debt  in  case  there's  a  downturn.  Grandfather  a  prospector. 


AMAX  GOLD 


Timothy  J.  Haddon 


Golden,  Colo.  303-231-0444 
SALES:  $104  mil.    PROFITS:  $43  mil. 


MARKET  VALUE:  $780  mil. 

►  Born  11/26/48,  Harare,  Zimbabwe,  Africa; 


BS  (mining  eng.),  Colo.  Sch.  of  Mines,  1968.  Career  path-engi- 
neering/technical, finance/accounting;  tenure-13  years,  CEO  4 
months.  Compensation:  1988  salary  &  bonus,  $220,000^;  owner- 
ship, 1,000  shares.'*  ►  One-time  CFO  moved  into  job  when  prede- 
cessor retired  last  June.  Put  there  by  parent  Amax  Inc.,  where  he 
ran  the  foreign-investment  unit  of  the  big  mining  company.  Ex- 
pected to  hew  to  long-term  goals:  raise  gold  production  by  two- 
thirds  in  five  years.  Considering  a  major  venture  with  U.  S.  Gold. 


AMBASE 


MARSHALL  MANLEY 


New  York,  N.  Y.  212-530-6800 

SALES:  $3  bil.    PROFITS:  $81  mil. 

MARKET  VALUE:  $538  mil. 

►  Born  5/3/40,  Newark,  N.  J.;  BA  (polit.  sci.), 
Brooklyn,  1962;  JD,  NYU  Law,  1965.  Career  path-legal;  tenure-4 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$1,755,000;  ownership,  143,000  direct,  2,000  indirect  shares. 
►  Changed  name  from  Home  Group;  working  to  be  financial-ser- 
vices power  while  easing  dependence  on  cyclical  insurance  units. 
Recently  picked  up  an  S&L  and  a  brokerage.  Has  a  bundle  of 
debt;  some  analysts  see  too  much  risk.  Aggressive  exec  who  de- 
buted at  age  eight,  shining  shoes  on  a  Brooklyn  boardwalk. 


AMDAHL 

JOHN  CLARK  LEWIS  JR. 

Sunnyvale,  Calif.  408-746-6000 

SALES:  $1.8  bil.    PROFITS:  $214  mil. 

MARKET  VALUE:  $1.  7  bil. 

►  Born  10/15/35,  Livingston,  Mont.;  BS  (ac- 
counting), Calif.  State  at  Fresno,  1957.  Career  path-merchandis- 
ing/marketing; tenure-12  years,  CEO  6  years.  Compensation: 
1988  salary  &  bonus,  $930,000';  ownership,  74,000  shares.  ►  Aim- 
ing straight  for  IBM,  using  technology  from  part-owner  Fujitsu, 
he  beat  Big  Blue  to  the  punch  with  mainframe  upgrades  last 
year.  Now,  his  former  employer  has  started  a  price  war.  That, 
plus  concern  over  whether  he  can  successfully  clone  new  IBM 
software  and  hardware,  has  knocked  down  the  stock  recently. 


AMERADA  HESS 

Leon  Hess 


New  York,  N  Y.  212-997-8500 

SALES:  $4.2  bil.    PROFITS:  $124  mil. 

MARKET  VALUE:  $3.3  bil. 

■  Born  3/13/14,  Asbury  Park,  N.  J.  Career 
path-merchanio.^iiig/  marketing,  entrepreneur;  tenure-43  years, 
CEO  24  years.  Cicii;!'  nsation:  1988  salary  &  bonus,  $300,000;  own- 
ership, 8,826,000  d.  c't,  1,624,000  indirect  shares.  ►  Earnings 
continue  to  rebound  i';  m  1986  loss;  jumped  to  $354  million  in  first 
half  of  year,  from  $42  ullion  a  year  earlier.  Shrewd  marketer  at 
the  top  gets  much  of  tho  credit,  though  heir-apparent  son  John, 
35,  makes  many  decisions.  One  problem:  big  blow  from  a  big 
blow,  when  Hurricane  Hugo  knocked  out  key  St.  Croix  refinery. 


AMERICAN  BRANDS 


William  Jack  Alley 


Old  Greenwich,  Conn.  203-698-5000 
SALES:  $7.2  bil.    PROFITS:  $541  mil. 


MARKET  VALUE:  $7.5  bil. 


►  Born  12/27/29,  Vernon,  Tex.;  BBA  (1951), 
U.  of  Okla.;  JD,  U.  of  Okla.  Law,  1954.  Career  path-insurance; 
tenure-11  years,  CEO  2  years.  Compensation:  1988  salary  &  bo- 
nus, $l,35i,000;  ownership,  18,000  direct,  1,000  indirect  shares. 
►  Early-morning  workout  buff  defused  takeover  threat  from 
raider  Bennett  LeBow,  pointing  out  his  ties  with  SEC  target 
Drexel  Burnham.  This  year's  stock  runup  may  have  further 
spooked  suitors.  He  expects  to  add  a  fourth  core  business  to  to- 
bacco, spirits,  insurance.  One  possibility:  office  products. 
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AMERICAN  CYANAMID 


George  J.  Sella  Jr. 
Wayne,  N.  J.  201-831-2000 
SALES:  $4.6  Ml.    PROFITS:  $306  mil. 


MARKET  VALUE:  $5.2  bil. 

►  Born  9/29/28,  West  New  York,  N.  J.;  BS 
'chem.  eng.),  Princeton,  1950;  MBA,  Harvard,  1952.  Career  path 
-engineering/technical;  tenure-36  years,  CEO  7  years.  Compen- 
sation: 1988  salary  &  bonus,  $1,692,0001;  ownership,  38,000  direct, 
1,000  indirect  shares.  ►  Former  All-American  defensive  back  at 
Princeton  still  likes  to  rough  it  up.  Yanked  company  out  of  cycli- 
;al  chemicals  and  sold  fragrance  unit.  But  profits  were  clipped 
last  year  by  higher  costs,  tough  competition  in  specialty  chemi- 
cals. Strong  drug  operation  may  make  it  an  acquisition  target. 


AMERICAN  ELECTRIC  POWER 

W.  S.  White  Jr. 

Columbus,  Ohio  6U-223-1000 
SALES:  $k.S  bil.    PROFITS:  $693  mil. 
MARKET  VALUE:  $5.8  bil. 

►  Born  12/17/26,  Chesapeake,  Va.;  BS  (elect, 
eng.),  Va.  Polytechnic  Inst,  1948;  MS  (indust.  mgmt.),  MIT,  1958. 
Career  path-engineering/technical;  tenure-41  years,  CEO  14 
years.  Compensation:  1988  salary  &  bonus,  $621,000;  ownership, 
21,000  direct,  5,000  indirect  shares.  ►  Nation's  biggest  coal  burn- 
er got  an  early  glimpse  of  Bush  Administration's  acid-rain  op- 
tions; now  railing  against  tough  provisions.  He  wants  more  time 
to  develop  clean-coal  technology,  has  already  spent  $750  million 
in  capital  to  clean  up  power  plants. 


AMERICAN  EXPRESS 


JAMES  D.  Robinson  III 

New  York,  N.  Y.  212-640-2000 

SALES:  $22.9  bil.    PROFITS:  $988  mil. 

MARKET  VALUE:  $15.6  bil. 

►  Born  11/19/35,  Atlanta,  Ga.;  BS  (eng.),  Ga. 
Inst,  of  Tech.,  1957;  MBA,  Harvard,  1961.  Career  path-fi- 
nance/accounting; tenure-19  years,  CEO  12  years.  Compensa- 
tion: 1988  salary  &  bonus,  $2,764,000;  ownership,  459,000  direct, 
30,000  indirect  shares.  ►  "Gentleman  Jimmy"  looking  less  gen- 
tlemanly these  days.  Forced  to  apologize  to  rival  banker-and  ex- 
associate-Edmond  Safra  after  a  smear  campaign  was  traced  to 
employees  of  the  financial  giant.  Top  aide  resigned.  Added  on  job 
of  AMEX  president  after  Louis  Gerstner  left  to  run  RJR  Nabisco. 


AMERICAN  FAMILY 


John  Beverly  Amos 
Columbus,  Ga.  404-323-3431 
SALES:  $2.3  bil.    PROFITS:  $109  mil. 
MARKET  VALUE:  $1.5  bil. 


►  Born  6/5/24,  Enterprise,  Ala.;  attended  U. 
of  Miami;  JD,  U.  of  Fla.  Law,  1949.  Career  path-legal,  insurance; 
tenure-34  years,  CEO  34  years.  Compensation:  1988  salary  &  bo- 
nus, $3,680,000;  ownership,  1,710,000  direct,  200,000  indirect 
shares.  ►  Keeps  tabs  on  business  from  a  10,000-square-foot 
Spanish-style  mansion  (with  pool)  he  built  on  the  seventh  floor  of 
company  parking  garage.  Pioneered  profitable  cancer  insurance 
in  U.  S.,  took  it  to  Japan  where  he  has  90%  of  the  market.  Hand- 
ing over  some  responsibilities  to  his  nephew,  Daniel  P.  Adams. 


AMERICAN  GENERAL 

HAROLD  SWANSON  HOOK 
Houston,  Tex.  713-522-1111 
SALES:  $3.8  bil.    PROFITS:  $413  mil. 
MARKET  VALUE:  $4.2  bil. 


►  Born  10/10/31,  Kansas  City,  Mo.;  BS  (busi- 
ness admin.),  1953;  MA  (accounting),  1954,  U.  of  Mo.  Career  path 
-finance/accounting,  business  admin.;  tenure-19  years,  CEO  11 
years.  Compensation:  1988  salary  &  bonus,  $1,089,000;  owner- 
ship, 85,000  direct,  67,000  indirect  shares.  ►  He  wants  to  get  back 
to  basics-as  in  selling  life  insurance  to  groups  and  individuals. 
Small  wonder:  Group  health  and  property-casualty  hit  by  down- 
turn. Sold  property  unit  for  $740  million;  group  life,  health  for 
$195  million.  Teaches  employees  his  own  management  language. 


AMERICAN  GREETINGS 


MORRY  WEISS 

Cleveland,  Ohio  216-252-7300 


SALES:  $1.3  bil.    PROFITS:  $44  mil. 

MARKET  VALUE:  $908  mil. 

►  Born  5/1/40,  Czechoslovakia.;  BA  (econ.), 
Case  Western  Reserve,  1964.  Career  path-merchandising/mar- 
keting; tenure-28  years,  CEO  2  years.  Compensation:  1988  salary 
&  bonus,  $555,000;  ownership,  50,000  shares."  ►  He's  "rediscov- 
ered love."  Amid  much  hype,  the  83-year-old  card  company  intro- 
duced "Couples,"  its  first  new  line  in  years.  Aimed  at  buyers  who 
are  just  getting  intimate,  or  those  married-with-children  types. 
After  extensive  cost-cutting  and  consolidation,  earnings  were  im- 
proved. Target:  bettering  its  peak  performance  of  1986. 


AMERICAN  HOME  PRODUCTS 

JOHN  R.  STAFFORD 

New  York,  N.  Y.  212-878-5000 

SALES:  $5.5  bil.    PROFITS:  $932  mil. 

MARKET  VALUE:  $14.7  bil. 

►  Born  10/24/37,  Harrisburg,  Pa.;  AB  (En- 
glish), Dickinson,  1959;  LLB,  George  Washington  Law,  1962.  Ca- 
reer path-legal,  general  management;  tenure-19  years,  CEO  3 
years.  Compensation:  1988  salary  &  bonus,  $1,430,000;  owner- 
ship, 40,000  direct,  5,000  indirect  shares.  ►  Still  waiting  for  A.  H. 
Robins,  troubled  owner  of  lucrative  drug  brands  whose  acquisi- 
tion he  engineered  last  year.  Court  action  holding  it  up.  Merger 
will  help  this  consumer-products  marketer's  pharmaceutical 
business,  which  needs  new  products.  After  hours,  sails  and  golfs. 


AMERICAN  INTERNATIONAL  GROUP 

MAURICE  Raymond  Greenberg 


New  York,  N.  Y.  212-770-7000 
SALES:  $13.8  bil.    PROFITS:  $1.2  bil. 
MARKET  VALUE:  $15.6  bil. 
►  Born  5/4/25,  New  York, 


N.Y.;  attended 

U.  of  Miami;  LLB,  N.  Y.  Law,  1950.  Career  path-insurance; 
tenure-29  years,  CEO  22  years.  Compensation:  1988  salary  &  bo- 
nus, $975,000;  ownership,  3,548,000  direct,  74,000  indirect  shares. 
►  Top-notch  manager  dominates  this  top-notch  insurer:  They 
don't  call  it  "American  International  Greenberg"  for  nothing. 
Property/casualty  market's  softness  could  eventually  hurt  earn- 
ings-but  he's  largely  insulated  by  specialization,  international 
scope.  Big  in  life  insurance  and  growing  in  financial  services. 
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AMERICAN  MEDICAL  INTERNATIONAL 

Richard  Gillelaxd 

Beverly  Hills,  Calif.  213-278-6200 

SALES:  $3.1  bil.    PROFITS:  $99  mil. 

MARKET  VALUE:  $1.7  bil. 

►  Born  7/5/44,  Lincoln,  Neb.;  BA,  U.  of 
Minn.,  1967.  Career  path-marketing,  health  care;  tenure- 
9  months,  CEO  9  months.  Compensation:  1988  salary  &  bonus, 
NA'';  ownership,  102,000  shares.  ►  Experienced  turnaround  doc- 
tor whose  hospital  group  may  soon  be  controlled  by  demanding 
Pritzker  family  of  Chicago.  With  heavy  debt,  skimpy  margins, 
AMI  needs  surgery.  He  may  sell  six  U.  S.  hospitals,  European  op- 
erations. Some  $2.9  billion  in  real  estate  could  be  sold.  Marathon 
runner  previously  headed  Intermedics  Inc.,  a  pacemaker  maker. 


AMERICAN  NATIONAL  INSURANCE 

Orson  C.  Clay 

Galveston,  Tex.  ^09-763-4661 

SALES:  $934  mil.    PROFITS:  $94  mil. 

MARKET  VALUE:  $1  bil. 

►  Born  7/26/30,  Bountiful,  Utah;  BS  (busi- 
ness), Brigham  Young,  1955;  MBA,  Harvard,  1959.  Career  path 
-finance/accounting;  tenure-19  years,  CEO  11  years.  Compensa- 
tion: 1988  salary  &  bonus,  $740,000';  ownership,  25,000  shares." 
►  Devout  Mormon  runs  a  tight  ship  for  controlling  Moody  clan  of 
Galveston.  Core  business  is  individual  life  insurance.  With  36%  of 
premium  income  coming  from  Texas,  troubled  economy  hurt.  In- 
dividual life  sales  were  off  6%,  pretax  income  fell  24%  last  year. 
On  investment  side,  his  8.19%  yield  was  below  industry's  9.39%. 


AMERICAN  PETROFINA 


Ronald  Wayne  Haddock 

Dallas,  Tex.  214-750-2400 

SALES:  $2. 6  bil.    PROFITS:  $133  mil. 

MARKET  VALUE:  $1.2  bil. 

►  Born  7/30/40,  St.  Elmo,  III;  BS  (mech. 
eng.),  Purdue,  1963.  Career  path-engineering/technical,  refin- 
ing; tenure-3  years,  CEO  9  months.  Compensation:  1988  salary  & 
bonus,  $339,000;  ownership,  NA.  ►  Belgian  parent  put  him  in 
charge  this  year,  after  predecessor  retired.  It's  like  a  honeymoon, 
with  strong  petrochemicals  results  paving  the  way.  Successful 
bidder  at  Tenneco  oil-and-gas  auction,  claiming  a  $600-million 
piece  that  boosts  his  reserves.  Now,  he's  sprucing  up  Fina's  retail 
outlets.  First  company  chief  to  take  part  in  civic/ charity  swim. 


AMERICAN  PRESIDENT 


BRL'CE  Seaton 

Oakland,  Calif.  415-272-8000 

SALES:  $2.2  bil.    PROFITS:  $81  mil. 

MARKET  VALUE:  $561  mil. 

►  Born  4/1/25,  Philadelphia,  Pa.;  BS  (busi- 
ness admin.),  UCLA,  1949.  Career  path-finance,  marketing;  ten- 
ure-12  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$729,005;  ownership,  144,000  direct,  23,000  indirect  shares.  ►  Ex- 
oilman  must  batten  down  the  hatches  am.id  a  shipping  slowdown 
in  his  trans-Pacific  routes.  On  land,  feeling  more  competitive  heat 
from  truckers  and  railroads;  his  domestic  rail  business  is  saddled 
with  excess  capacity.  Reducing  spending  after  five-year  expan- 
sion. Watching  Sam  Zell's  Itel  Corp.,  which  owns  18%  stake. 


AMERICAN  STORES 


Jonathan  L.  Scott 


Salt  Lake  City,  Utah  801-539-0112 
SALES:  $18.5  bil.    PROFITS:  $98  mil. 
MARKET  VALUE:  $2.1  bil. 


►  Born  2/2/30,  Nampa,  Idaho;  BA,  Coll.  of 
Idaho,  1951.  Career  path-administration,  real  estate;  tenure-3 
years,  CEO  8  months.  Compensation:  1988  salary  &  bonus, 
$871,000;  ownership,  1,000  shares.**  ►  New  to  the  job,  though  not 
to  the  company,  this  longtime  associate  of  the  founding  Skaggs 
family  is  still  waiting  for  the  California  courts  to  give  the  nod  to 
integrate  the  huge  Lucky  Stores  group  into  his  Alpha  Beta  food 
chain.  The  hotly  contested  acquisition  of  Lucky  was  another  step 
in  building  the  nation's  biggest  retail  grocery  operation. 


AMERICAN  TELEPHONE  &  TELEGRAPH 


Robert  E.  Allen 


New  York,  N.  Y.  212-605-5500 
SALES:  $52  bil.    LOSS:  $1. 7  bil. 
MARKET  VALUE:  $43.2  bil. 


►  Born  1/25/35,  Joplin,  Mo.;  BA  (polit.  sci.), 
Wabash,  1957.  Career  path-telephone  operations;  tenure-32 
years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$1,284,000;  ownership,  34,000  shares.  ►  Strong,  quiet  manage- 
ment style  should  produce  Ma  Bell's  best  year  and  stock  price 
since  1984  breakup.  Should  also  gain  from  new  computer  partner- 
ship with  chip  titan  Intel.  But  this  golf  addict  is  teeing  off  in  high- 
ly speculative  electronic  publishing,  and  transformation  from 
hidebound  bureaucratic  giant  to  nimble  competitor  is  incomplete. 


AMERICAN  TV  &  COMMUNICATIONS 

JOSEPH  J.  COLLINS 

Stamford,  Conn.  203-328-0600 

SALES:  $812  mil.    PROFITS:  $70  mil. 

MARKET  VALUE:  $5.4  bil. 

►  Born  7/27/44,  Troy,  N.  Y.;  AB  (intl.  stud- 
ies). Brown,  19ofi;  MBA,  Harvard,  1972.  Career  path-cable  TV  op- 
erations; tenuri^- 17  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $508,000 ':  ownership,  5,000  shares.'''  ►  Boating  and  ten- 
nis enthusiast.  Lefi  to  run  HBO,  returned  to  revive  former  No.  1 
cable  company.  Still  far  from  industry  leadership,  but  boasts 
record  first-half  sales  and  earnings.  Recently  pulled  off  compa- 
ny's biggest  buy,  paying  $251  million  for  Orlando  cable  operator. 
Eyeing  foreign  expansion.  Time  Warner  owns  82%-for  now. 


AMERICAN  WATER  WORKS 


James  v.  LaFrankie 
Voorhees,  N.  J.  609-346-8200 
SALES:  $512  mil.    PROFITS:  $57  mil. 


MARKET  VALUE:  $560  mil. 

►  Born  3/26/27,  Elizabeth,  Pa.;  BS  (business 
mgmt.),  Georgetown,  1964.  Career  path-utility  operations;  ten- 
ure-42  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$332,000;  ownership,  6,000  shares."  ►  Affable  backslapper's 
waste-water  treatment  company  is  struggling  with  flat  earnings, 
prospect  of  heavy  spending  to  comply  with  environmental  stan- 
dards. Seeking  revenues  with  a  fee-based  management  service. 
Enthusiastic  coin  collector  who  shows  his  latest  finds  around  the 
office.  Needs  to  bring  more  coin  into  the  treasury,  too. 
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AMERITECH 


William  Lee  Weiss 


Chicago,  III.  312-750-5000 
SALES:  $9.9  Ml.    PROFITS:  $1.2  Ml. 


MARKET  VALUE:  $16.7  Ml. 
►  Born  5/21/29,  Big  Run, 


Pa.;  BS  (indust. 
5ng.),  Penn.  State,  1951.  Career  path-engineering/technical;  ten- 
jre-6  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
f 1,250,000;  ownership,  5,000  direct,  25,000  indirect  shares.  ►  Fast 
phone  growth.  Despite  Rust  Bowl  reputation,  he  added  375,000 
lines  last  year,  the  most  ever.  And  cellular  base  rose  68%.  His 
15.8%'  ROE  is  the  highest  among  Baby  Bells.  Some  static:  He  sold 
i  software  unit  for  $47  million  less  than  he  paid  for  it.  A  Bell  Sys- 
tem lifer,  he's  stumping  for  more  deregulation  of  Babies. 


AMERITRUST 


Jerry  V.  Jarrett 

Cleveland,  Ohio  216-737-5000 


SALES:  $1.1  Ml.    PROFITS:  $103  mil. 

MARKET  VALUE:  $998  mil. 

►  Born  10/31/31,  Abilene,  Tex.;  BBA,  U.  of 
Okla.,  1956;  MBA,  Harvard,  1963.  Career  path-finance/account- 
ing, business  development;  tenure-15  years,  CEO  6  years.  Com- 
pensation: 1988  salary  &  bonus,  $755,000;  ownership,  28,000  di- 
rect, 14,000  indirect  shares.  ►  Ambitious  banker  sold  stake  in  a 
soured  Denver  bank  in  1988,  closed  offices,  cut  staff  to  fend  off 
possible  takeover.  Relying  on  trust  operations,  retail,  regional 
commercial  customers  to  restore  luster.  One  problem:  heavy  in- 
vestment in  syndicated  LBO  loans.  A  winter  curling  enthusiast. 


AMES  DEPARTMENT  STORES 

Peter  B.  Hollis 


Rocky  Hill,  Conn.  203-563-8234 
SALES:  $3.3  Ml.    PROFITS:  $47  mil. 


MARKET  VALUE:  $694  mil. 

►  Born  4/9/43,  Newton,  Mass.;  BS  (market- 
ing), U.  of  Vt.,  1965.  Career  path-merchandising/marketing;  ten- 
ure-3  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$889,000;  ownership,  22,000  shares.  ►  Getting  it  together  at  this 
low-end  retailer.  Tamed  a  big  theft  problem;  now,  he's  working  to 
digest  acquisition  of  troubled  Zayre  chain.  A  resuscitated  Zayre 
could  help  him  fight  giants  K  mart  and  Wal-Mart,  but  he'll  have 
to  fix  shabby  stores.  Slow  consumer  spending  isn't  helping.  Mu- 
sic lover,  joined  board  of  Hartford  Symphony. 


AMETEK 


JOHN  H.  Lux 


Paoli,  Pa.  215-647-2121 

SALES:  $520  mil.    PROFITS:  $35  mil. 


MARKET  VALUE:  $675  mil. 
►  Born  2/3/18,  Logansport, 


Ind.;  BS  (chem. 

eng.),  1939;  PhD  (chem.  eng.),  1942,  Purdue.  Career  path-engi- 
neering/technical; tenure-23  years,  CEO  20  years.  Compensa- 
tion: 1988  salary  &  bonus,  $648,000;  ownership,  115,000  shares. 
►  Runs  a  smaller  technology  company  now  that  he  has  spun  off 
some  high-tech  units  into  Ketema  (spell  it  backwards),  which  also 
took  his  right-hand  man.  Meanwhile,  he's  acquired  GE's  aircraft- 
instrument  unit,  a  military  business  he  hopes  to  commercialize. 
Alma  mater  awarded  him  an  honorary  doctorate  this  year. 


AMGEN 


Gordon  M.  Binder 


Thousand  Oaks,  Calif.  805-499-5725 
SALES:  $70  mil.    LOSS:  $8  mil. 


MARKET  VALUE:  $673  mil 


*■  Born  9/4/35,  St.  Louis,  Mo.;  BS  (elect,  eng.), 
Purdue,  1957;  MBA,  Harvard,  1962.  Career  path-finance/ac- 
counting; tenure-7  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $178,000;  ownership,  69,000  shares.  ►  Finance  whiz  who 
helped  keep  this  biotech  star  afloat  through  the  years  it  took  to 
get  the  first  big  product  out  the  door.  Anti-anemia  Epogen,  which 
won  FDA  approval  on  June  1,  should  add  $80  million  in  sales  this 
year.  Will  soon  seek  approval  for  a  white-blood-cell  booster. 
Plans  to  boost  staff  by  50%,  to  900  employees. 


AMOCO 


RICHARD  M.  MORROW 


Chicago,  III.  312-856-6111 
SALES:  $21.1  Ml.     PROFITS:  $2.1  Ml. 
MARKET  VALUE:  $25  Ml. 


►  Born  2/27/26,  Wheeling,  W.  Va.;  BS  (min- 
Ohio  State,  1948.  Career  path-engineering/ 

CEO  6 


ing  &  petro.  eng. 

technical,  production/manufacturing;  tenure-41  years 
years.  Compensation:  1988  salary  &  bonus,  $1,278,000;  owner- 
ship, 170,000  shares.  ►  His  $5.1  billion  expansion  into  natural  gas 
last  year  made  company  leader  in  North  American  reserves.  But 
interest  burden,  dipping  oil  profits  hit  bottom  line.  And  weak  de- 
mand, rising  raw  material  costs  are  dragging  down  chemical 
side.  He's  cutting  jobs,  spending  big  on  foreign  exploration. 


AMP 


Walter  F.  Raab 


Harrisburg,  Pa.  717-564-0100 
SALES:  $2. 7  bil.    PROFITS:  $319  mil. 


MARKET  VALUE:  $5  bil. 


*  Born  11/25/24,  Philadelphia,  Pa.;  BS 
(econ.),  Wharton,  1945.  Career  path-finance/accounting;  ten- 
ure-36  years,  CEO  7  years.  Compensation:  1988  salary  &  bonus, 
$612,000;  ownership,  41,000  direct,  3,000  indirect  shares.  ►  Doing 
his  bit  to  cut  the  trade  deficit.  Half  of  his  sales  are  in  Europe  and 
Japan,  where  he  supplies  cables  and  connectors  to  computerized 
auto  facilities.  With  business  downshifting  overseas,  he  hopes 
Detroit  will  catch  up  to  highly  wired  foreigners.  Big  R&D  spender 
to  stay  in  lead  on  developments  such  as  computer  networking. 


AMR 


ROBERT  L.  CRANDALL 


Fort  Worth,  Tex.  817-963-1234 
SALES:  $8.8  bil.    PROFITS:  $477  mil. 
MARKET  VALUE:  $5.3  bil. 


►  Born  12/6/35,  Westerly,  R.  L;  BS  (busi- 
ness), U.  of  R.  L,  1957;  MBA,  Wharton,  1960.  Career  path-mer- 
chandising/marketing, finance/accounting;  tenure-16  years, 
CEO  5  years.  Compensation:  1988  salary  &  bonus,  $1,000,000; 
ownership,  40,000  shares.  ►  Little  turbulence  in  sight.  Multi- 
billion-dollar  aircraft  buys  should  mean  he'll  have  the  1990s'  low- 
cost  fleet.  Toughed  it  out  with  machinists'  union,  but  trustbust- 
ers  didn't  like  his  plans  to  merge  American's  reservations 
systems  with  Delta's.  Raiders  may  be  eyeing  him. 
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AMSOUTH  BANCORPORATiON 


John  W.  Wood;-: 


Birmingham,  Ala.  205-326-5120 
SALES:  $797  mil.    PROFITS:  $80  mil. 


MARKET  VALUE:  $695  mil. 

►  Born  8/18/31,  Evanston,  111.;  BA  (English), 


U.  of  the  South,  1954.  Career  path-banking;  tenure-20  years, 
CEO  18  years.  Compensation:  1988  salary  &  bonus,  $569,000;  own- 
ership, 38,000  direct,  15,000  indirect  shares.  ►  Ex-Air  Force  pilot 
has  navigated  cor[)orate  bank  toward  more  consumer  business 
and  into  Florida  market.  But  bread  and  butter  remains  lucrative 
Alabama  trust  business,  of  which  he  holds  59%.  Chemical  Bank 
veteran  who  speaks  out  on  education  reform,  check-clearing 
standards.  Scuba  dives,  breeds  cattle,  studies  World  War  II. 


ANADARKO  PETROLEUM 


Robert  J.  Allison  Jr. 
Houston,  Tex.  713-875-1101 


SALES:  $304  mil.    PROFITS:  $40  mil. 
MARKET  VALUE:  $1.9  Ml. 
Born  1/29/39,  Evanston, 


►  Born  1/29/39,  Evanston,  III;  BS  (petro. 
eng.),  U.  of  Kans.,  1960.  Career  path-engineering/technical;  ten- 
ure-16  years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$792,000;  ownership,  271,000  direct,  5,000  indirect  shares.  ►  Dele- 
gator.  Oil  and  gas  explorer  spun  off  from  Panhandle  Eastern  in 
1986.  Plays  the  spot  gas  market,  selling  only  when  prices  are 
high.  Doesn't  need  huge  cash  flow  because  his  debt's  low.  Sev- 
ered last  links  to  parent,  which  had  tried  to  regain  some  control. 
With  few  layoffs,  he's  well-positioned  if  industry  rebounds. 


ANALOG  DEVICES 


Ray  Stata 


Norwood,  Mass.  617-329-^700 
SALES:  $439  mil.    PROFITS:  $38  mil. 
MARKET  VALUE:  $473  mil. 


►  Born  11/12/34,  Coatesville,  Pa.;  BS  (elect, 
eng.),  1957:  MS  (elect,  eng.),  1958,  MIT.  Career  path-merchandis- 
ing/marketing, management;  tenure-24  years,  CEO  19  years. 
Compensation:  1988  salary  &  bonus,  $466,000^;  ownership, 
1,574,000  direct,  2,179,000  indirect  shares.  ►  Founder  of  electron- 
ic components  company  weathers  industry  downturns  by  fueling 
hundreds  of  diverse  products  with  heavy  R&D.  Co-author  of  two 
books,  including  Global  Stakes,  which  urges  a  stronger  educa- 
tional system  to  strengthen  U.  S.  competitiveness. 


ANHEUSER-BUSCH 


August  A.  Busch  III 


St.  Louis,  Mo.  314-577-2000 
SALES:  $8.9  bil.    PROFITS:  $716  mil. 


MARKET  VALUE:  $12  bil. 

►  Born  6/16/37,  St.  Louis,  Mo.;  attended  U. 


of  Ariz.;  brewmaster,  Siebel  Inst,  of  Tech.,  1961.  Career  path- 
brewing/division  operations;  tenure-32  years,  CEO  10  years. 
Compensation:  1988  salary  &  bonus,  $1,541,000;  ownership, 
169,000  direct,  890,000  indirect  shares.  ►  "Little  Augie,"  fourth- 
generation  CEO,  has  insatiable  thirst  for  market  share.  But  in 
flat  beer  market,  where  does  he  go  for  growth?  Eyeing  Harcourt 
Brace's  theme  parks,  since  he  already  has  Busch  Gardens.  Oper- 
ating problems  with  earlier  non-beer  buys  may  give  him  pause. 


AON 

PATRICK  G.  Ryan 


Chicago,  III.  312-701-3000 
SALES:  $2. 7  bil.    PROFITS:  $204  mil. 
MARKET  VALUE:  $2.2  bil. 


►  Born  5/15/37,  Milwaukee,  Wis.;  BS  (busi- 
ness), Northwestern,  1959.  Career  path-merchandising/market- 
ing, sales;  tenure-7  years,  CEO  7  years.  Compensation:  1988  sala- 
ry &  bonus,  $472,000;  ownership,  2,164,000  direct,  6,046,000 
indirect  shares.  ►  Expects  a  rebound  in  property/casualty,  so 
he's  continuing  acquisition  strategy  despite  soft  times  in  insur- 
ance brokerage.  Likes  South  and  Southwest.  Also  trying  to  build 
franchise  in  insuring  casinos,  energy  companies.  With  a  13.5% 
personal  stake,  he  wins  raves  from  shareholder  activists. 


APACHE 


Raymond  Plank 


Denver,  Colo.  303-837-5000 

SALES:  $142  mil.    PROFITS:  $5  mil. 

MARKET  VALUE:  $524  mil. 

►  Born  5/29/22,  Minneapolis,  Minn.;  BA 
(econ.),  Yale,  1944.  Career  path-oil  &  gas  industry;  tenure-35 
years,  CEO  11  years.  Compensation:  1988  salary  &  bonus, 
$847,000;  ownership,  219,000  direct,  18,000  indirect  shares. 
►  World  War  II  bomber  pilot  was  a  pioneer  in  oil-and-gas  invest- 
ment funds.  When  tax  laws  changed,  so  did  the  company,  turning 
to  conventional  energy  development.  Reserves  up  300%'  in  five 
years,  mostly  through  acquisition.  Upping  exploration  budgets, 
too.  When  not  stalking  reserves,  he  hunts  on  his  Wyoming  ranch. 


APPLE  COMPUTER 

John  Sculley 
^   Cupertino,  Calif.  408-996-1010 
SALES:  $4.1  bil.    PROFITS:  $400  mil. 


MARKET  VALUE:  $5.6  bil. 

■>  Born  4/6/39,  New  York,  N.  Y.;  BA  (arch, 
design).  Brown,  li>  .'  ;  MBA,  Wharton,  1963.  Career  path-mer- 
chandising/marketi  ■•■ ,  administration;  tenure-6  years,  CEO  6 
years.  Compensatioii;  '988  .salary  &  bonus,  $2,479,000;  owner- 
ship, 109,000  shares.  ►  [i!;^  job  is  keeping  computer  maker  inno- 
vative despite  increasing  size,  fighting  off  competition  from  IBM, 
other  competitors  introducmg  Mac-like  machines.  Also  must 
keep  organization  glued  together  after  huge  employment  expan- 
sion. So  far,  there's  no  clear  No.  2.  Relaxes  at  his  horse  ranch. 


APPLIED  BIOSYSTEMS 

ANDRE  FERNAND  MARION 

Foster  City,  Calif.  415-570-6667 

SALES:  $134  mil.    PROFITS:  $17  mil. 

MARKET  VALUE:  $398  mil. 

►  Born  9/23/35,  Nimes,  France;  MS  ME/EE, 
ENSIAM,  1959.  Career  path-engineering/technical;  tenure-8 
years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$179,000;  ownership,  30,000  shares.  ►  With  sales  of  cutting-edge 
biotech  gear  exploding,  he's  got  to  manage  the  growth.  But 
snags  in  Japan  sap  earnings.  Expects  to  benefit  handsomely 
from  his  share  of  much-discussed  government  project  to  map  hu- 
man genome.  Prestige  project  will  use  his  automated  DNA  se- 
quencer. Needs  more  top  talent  to  defend  quality  reputation. 
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Maybe  it  s  time 
you  kept  an  eye 
on  alltel. 


T'l. 


We're  building  a  presence  in  markets 
with  a  cellular  population  of  3,600,000. 


Seventeen  markets  in  13  states 
with  3,600,000  "cellular  POPS" 
(population  times  ownership 
interest).  That's  our  presence  in 
mobile  phones,  a  product  that 
may  someday  be  as  common  in 
cars  as  air  conditioning. 

Our  major  markets  have 
already  outperformed  growth 
forecasts.  And  we  have  been 
carefully  repositioning  our  stake 
in  smaller  markets  to  move  into 
faster -growing  Sun  Belt  systems. 

According  to  analysts,  the  value 
of  ALLTELs  cellular  holdings,  as 
a  percentage  of  the  corporation's 


ALLTEL  Corporation 

Twelve  Months  Ended  Dec.  31,  1988 


Assets   $2.2  billion 

Revenues  and  Sales  S 1 . 1  billion 

Reported 

Net  Income   $  125  million 

Earnings  Per  Share   $2.91 

From  Operations* 

Nellncome   $134  million 

Earnings  Per  Share   $3.13 

Dividend  Rate  $1.72 

Average  Common 
Shares  Outstanding  .  42.3  million 


'Excludes  One-Tirne  Adjustments 

Ticker  Symbol:  AT  Listed  on  the  New  York 

and  Pacific  Stock  Exchanges, 

ALLTEL  Corporation,  100  Executive 
Parkway,  Dept.  B,  Hudson,  OH  44236. 


CORPORATION 

Excellence  in  Telecommunications 


total  market  capitalization,  gives  us 
one  of  the  best  relative  positions 
in  the  industry. 

Cellular  fits  neatly  into 
ALLTELs  strategy  of  enhancing 
long-term  earnings  by  expanding 
into  non-regulated  operations 
that  relate  to  our  core  business, 
telecommunications. 

Our  total  return  to  shareholders 
consistently  outpoints  the  Dow, 
Standard  &  Poor's  and  our  peer 
group  average  of  the  industry's 
15  largest  companies.  For  a  closer 
look,  write  for  a  copy  of  our 
latest  annual  report. 


T  H  E    CORPORATE  ELITE 


APPLIED  MATERIALS 


James  C.  Morgan 

Santa  Clara,  Calif.  A08-727-5555 

SALES:  $363  mil.    PROFITS:  $^0  mil. 


MARKET  VALUE:  $409  mil. 
►  Born  8/27/38,  Danville, 


111.;  BS  (mech. 

eng.),  1962;  MBA  (finance),  1963,  Cornell.  Career  path-engineer- 
ing/technical, finance/accounting;  tenure-13  years,  CEO  13 
years.  Compensation:  1988  salary  &  bonus,  $508,000;  ownership, 
217,000  shares.  ►  He's  made  company  a  top  maker  of  semicon- 
ductor production  gear.  Big  customers  like  IBM;  foreign  buyers 
get  lots  of  attention:  Japan  accounts  for  37%'  of  sales.  Facing 
tougher  times  as  chipmakers  slow  purchases.  He'll  probably  use 
downturn  to  expand  into  new  markets.  Wife  a  state  senator. 


ARCHER  DANIELS  MIDLAND 


DwAYNE  0.  Andreas 


Decatur,  III.  217424-5200 
SALES:  $6.8  Ml.    PROFITS:  $353  mil. 


market  VALUE:  $5.8  Ml. 

►  Born  3/4/18,  Worthington,  Minn.;  attended 
Wheaton.  Career  path-finance/accounting,  administration,  oper- 
ations; tenure-23  years,  CEO  18  years.  Compensation:  1988  salary 
&  bonus,  $1,104,000;  ownership,  360,000  shares.*  ►  Played  key 
role  in  bustup  of  alleged  illegal  commodities  trading  in  the  Chica- 
go pits  by  cooperating  with  the  FBI.  All  the  intrigue  didn't  keep 
him  from  business,  though.  Managed  healthy  profit  rise  despite 
last  year's  drought.  Now  planning  sizable  biotech  expansion. 
Plowing  $150  million  into  new  plant  and  linking  with  Pfizer. 


ARCO  CHEMICAL 


Harold  A.  Sorgenti 


Newtown  Square,  Pa.  215-359-2000 

SALES:  $2.7  Ml.    PROFITS:  $494  mil. 

MARKET  VALUE:  $3.7  Ml. 

►  Born  5/28/34,  New  York!  N.  Y.;'  Bs'{chem'. 
eng.).  City  Coll.  of  N.  Y.,  1956;  MS  (chem.  eng.),  Ohio  State,  1959. 
Career  path-engineering/technical;  tenure-30  years,  CEO  2 
years.  Compensation:  1988  salary  &  bonus,  $760,000;  ownership, 
30,000  shares."  ►  Nearly  doubled  net  income  at  this  Arco  spinoff 
last  year,  but  now  he's  running  hard  as  cyclical  demand  for  basic 
chemicals  ebbs.  Still  trimming  fat.  Recently  sold  solar  operations 
to  Siemens  AG.  Keen  on  expanding  overseas.  Former  research 
engineer  collects  18th  and  19th  century  portraits. 


ARGONAUT  GROUP 


Charles  Emil  Rinsch 


Los  Angeles,  Calif.  213-553-0561 
SALES:  $504  mil.    PROFITS:  $102  mil. 
MARKET  VALUE:  $658  mil. 


►  Born  6/28/32,  Vincennes,  Ind.;  BS  (busi- 
ness stats.),  Ind.,  1953;  MS  (accounting),  Butler,  1959;  MBA,  Stan- 
ford, 1960.  Career  path-finance/accounting;  tenure-24  years, 
CEO  2  years.  Compensation:  1988  salary  &  bonus,  $318,000;  own- 
ership, 5.000  direct,  4,000  indirect  shares."  ►  His  collection  of  in- 
surance firms  was  Teledyne  spinoff.  Core  workers'  comp  is 
growing,  but  price  competition  hurts  property /casualty.  Expand- 
ing in  workers'  comp  for  big  construction  projects  and  other 
large-risk  markets.  Father  of  three  sons,  he's  big  in  Scouting. 


ARISTECH  CHEMICAL 


Thomas  Marshall 


Pittsburgh,  Pa.  412-433-2747 
SALES:  $1.1  Ml.    PROFITS:  $165  mil. 


MARKET  VALUE:  $723  mil. 
►  Born  1/14/29,  Pittsburgh,  Pa.; 


BS  (busi- 
ness), U.  of  Pittsburgh,  1956.  Career  path-operations,  admin.; 
tenure-40  years,  CEO  3  years.  Compensation:  1988  salary  &  bo- 
nus, $801,000;  ownership,  221,000  shares.  ►  Working-class  kid 
fought  his  way  to  executive  suite  at  USX,  left  to  head  this  1986 
spinoff.  Aggressive  expansion,  high  chemical  prices  brought  two 
years  of  record  profits.  But  weakening  market  pinches  profits; 
stock  dropped  to  half  estimated  breakup  value.  Faces  takeover- 
breakup  threat  since  Utah's  Huntsman  family  bought  77^. 


ARKLA 


Thomas  F.  McLarty  hi 
Shreveport,  La.  501-377-4659 
SALES:  $2  Ml.    PROFITS:  $125  mil. 


MARKET  VALUE:  $2.1  Ml. 


►  Born  6/14/46,  Hope,  Ark.;  BS  (business),  U. 
of  Ark.,  1969.  Career  path-merchandising/marketing;  tenure-6 
years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$495,000;  ownership,  31,000  direct,  10,000  indirect  shares. 
►  Unwinds  in  his  hometown  of  Hope,  Ark.  Can  use  the  rest  after 
recent  expansion  drive-picked  up  Dallas  gas  utility,  Entex,  Mis- 
sissippi River  Pipeline,  Louisiana  Intrastate  Gas.  Out  of  obscuri- 
ty the  company  is  now  No.  3  natural  gas  group  in  U.  S.  Earnings 
hurt  by  low  gas  prices  and  last  year's  mild  winter. 


ARMCO 


ROBERT  E.  BONI 


Parsippany,  N.  J.  201-316-5200 

SALES:  $3.2  Ml.    PROFITS:  $130  mil. 

MARKET  VALUE:  $1.1  Ml. 

►  Born  2/18/28,  Canton,  Ohio;  BS  (metallur- 
gical U.  of  Cincinnati,  1951;  MS,  PhD  (metallurgical  eng.), 
Carnej^,  'lion,  1954.  Career  path-research;  tenure-33  years, 
CEO  5  ye.  Compensation:  1988  salary  &  bonus,  $678,000;  own- 
ership, 30.  'it-ecl,  27,000  indirect  shares.  ►  Once  played  in  all- 
company  L  <.  i;>.iid  band.  Plunking  out  happier  melody  these 
days  after  jun'.nif.^  most  of  predecessors'  diversifications  to  focus 
on  specialty  and  ,  rbon  steel.  Sold  half  of  carbon  unit  to  Kawa- 
saki Steel  this  year.  Still  must  fix  and  sell  ailing  insurance  units. 


ARMOR  ALL  PRODUCTS 


JEFFREY  MICHAEL  SHERMAN 

Irvine,  Calif  714-553-1003 

SALES:  $163  mil.    PROFITS:  $27  mil. 

MARKET  VALUE:  $434  mil. 

►  Born  3/21/49,  White  Plains,  N.  Y.;  attend- 
ed Bowling  Green  St.  Career  path-sales /marketing;  tenure-11 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$363,000;  ownership,  5,000  direct,  1,000  indirect  shares. 
►  Aggressive  marketer  expanded  offerings  from  one  prod- 
uct-protectant  for  vinyl  car  tops-to  all  the  stuff  for  making  cars 
look  better.  Now  the  market  leader,  bought  Rain  Dance  and  Ral- 
ly-No. 7  brands  from  Borden-for  $27  million.  Spends  more  on  ads 
than  all  rivals  combined.  Distributor  McKesson  Corp.  owns  837^. 
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ARMSTRONG  WORLD  INDUSTRIES 

William  White  Adams 

Lancaster,  Pa.  717-397-0611 

SALES:  $2. 7  bil.    PROFITS:  $163  mil. 

MARKET  VALUE:  $2.2  bil. 

►  Born  5/14/34,  Dubuque,  Iowa;  BS  (industri- 
al admin.),  Iowa  St.  Career  path-merchandising/marketing;  ten- 
ure-33  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$496,000;  ownership,  11,000  shares.  ►  Hopes  an  ESOP  and  help 
from  politicians  will  ward  off  Canada's  Belzbergs.  Refuses  to 
meet  with  his  foes  from  up  north.  Company  joined  the  hit  list  af- 
ter the  market  crash  and  a  slowdown  in  the  building  and  home- 
improvement  business  depressed  its  stock  price.  Big  Orioles  fan; 
hikes  and  sails  in  the  Adirondacks. 


ARVIN  INDUSTRIES 


James  K.  Baker 

Columbus,  Ind.  812-379-3000 

SALES:  $1.3  bil.    PROFITS:  $16  mil. 

market  VALUE:  $372  mil. 

►  Born  12/21/31,  Wabash,  Ind.;  AB  (physics 
&  mathematics),  DePauw,  1953;  MBA,  Harvard,  1958.  Career 
path-merchandising/marketing;  tenure-34  years,  CEO  8  years. 
Compensation:  1988  salary  &  bonus,  $474,000;  ownership,  70,000 
direct,  68,000  indirect  shares.  ►  A  bumpy  ride  ahead?  Led  tough 
restructuring  to  get  back  to  core  auto  parts  business.  Sold  stere- 
os, put  heating-cooling  unit  on  the  block,  hammered  out  wage 
concessions.  But  pricey  acquisitions  in  Europe  and  a  weakening 
car  market  will  keep  earnings  under  pressure. 


ASARCO 

Richard  DeJongh  Osborne 
New  York,  N.  Y.  212-510-2000 
SALES:  $2  bil.    PROFITS:  $207  mil. 
MARKET  VALUE:  $1.5  bil. 


►  Born  3/19/34,  Bronxville,  N.  Y.;  AB  (econ.), 
Princeton,  1956.  Career  path-finance/accounting;  tenure-15 
years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$993,000;  ownership,  14,000  shares.  ►  High  metals  prices,  along 
with  tough  cost-cutting  and  restructuring  moves,  are  paying  off 
in  record  operating  income.  He's  investing  profits  by  acquiring, 
expanding  in  metals,  specialty  chemicals,  and  environmental  ser- 
vices. Company  now  mines  about  two-thirds  of  the  copper  it  feeds 
into  its  smelters.  Expects  to  hit  lW/<  by  1992. 


ASHLAND  OIL 


John  Richard  Hall 

Russell,  Ky.  606-329-3333 

SALES:  $7.8  bil.     PROFITS:  $184  mil. 


MARKET  VALUE:  $ 
►  Born  11/30/32, 


2.3  bil. 


Dallas,  Tex.;  BS  (chem. 
eng.),  Vanderbilt,  1955.  Career  path-production/manufacturing; 
tenure-32  years,  CEO  8  years.  Compensation:  1988  salary  &  bo- 
nus, $998,000;  ownership,  73,000  shares.'  ►  His  SuperAmerica 
gas-station  chain  is  growing  and  long-term  outlook  for  refining  is 
good.  Company's  image  has  taken  a  beating,  but  biggest  head- 
aches starting  to  fade.  Settled  big  suit  with  Iranian  oil  company. 
Ex-Chairman  Orin  Atkins  pleaded  guilty  in  scheme  to  sell  confi- 
dential company  documents. 


ASSOCIATED  COMMUNICATIONS 


Jack  Neville  Berkm  \n 
Pittsburgh,  Pa.  412-281-1907 
SALES:  $16  mil.    LOSS:  $8  mil. 
MARKET  VALUE:  $711  mil. 


►  Born  2/12/05,  London,  England;  AB  (En- 
glish), U.  of  Mich.,  1926;  LLB,  Harvard  Law,  1929.  Career  path- 
finance/accounting,  legal,  communications;  tenure-50  years, 
CEO  50  years.  Compensation:  1988  salary  &  bonus,  $375,000;  own- 
ership, 1,266,000  direct,  351,000  indirect  shares.  ►  Company  once 
a  run-of-the-mill  radio  group  until  he  sold  most  stations  to  focus 
on  cellular  phones.  Operates  five  companies  in  major  markets, 
which  should  turn  corner  with  more  subscribers.  A  plus:  1979's  $7 
million  stake  in  Tele-Communications  now  worth  $230  million. 


ATARI 

Sam  Josef  Tramiel 


Sunnyvale,  Calif.  408-745-2000 
SALES:  $452  mil.    PROFITS:  $39  mil. 


MARKET  VALUE:  $512  mil. 
►  Born  4/5/50,  New  York,  N.  Y.;  BA  (econ. 


York,  Canada,  1972.  Career  path-merchandising/ marketing,  pro- 
duction/manufacturing; tenure-5  years,  CEO  1  year.  Compensa- 
tion: 1988  salary  &  bonus,  $200,000;  ownership,  1,126,000  direct, 
246,000  indirect  shares.  ►  Eldest  son  of  legendary  Chairman  Jack 
Tramiel.  Tough,  tight-fisted  operations  man  dumping  Federated 
consumer-electronics  stores  after  $100  million  write-off.  Intro- 
ducing pocket-size  PCs  and  video  games,  but  overall  game  busi- 
ness-dominated by  rival  Nintendo-has  sales,  earnings  in  a 


ATLANTA  GAS  LIGHT 


David  R.  Jones 

Atlanta,  Ga.  404-584-4000 

SALES:  $976  mil.    PROFITS:  $46  mil. 

MARKET  VALUE:  $558  mil. 

►  Born  5/22/37,  Atlanta,  Ga.;  BS  (indust. 
mgmt),  Ga.  Inst,  of  Tech.,  1959.  Career  path-engineering/tech- 
nical;  tenure-29  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $264,000;  ownership,  8,000  direct,  1,000  indirect  shares." 
►  Low-key  utility  man  is  getting  a  bit  more  aggressive.  Recently 
acquired  a  small  Tennessee  gas  company  and  is  equipping  cus- 
tomers with  automated  meters  to  improve  efficiency.  Sore  point: 
incentives  electric  utilities  offer  to  developers  who  build  all-elec- 
tric homes.  Retreats  to  North  Georgia  mountains  on  weekends. 


ATLANTIC  ENERGY 

E.  Douglas  Huggard 

Pleasinit rillc.  N.  J.  609-645-4500 

SALES:  $676  mil.    PROFITS:  $78  mil. 

MARKET  VALUE:  $834  mil. 

►  Born  11/22/33,  Wilmington,  Del.;  BS 
(mech.  eng.),  1955;  MS  (mech.  eng.)  1961,  U.  of  Del.  Career  path- 
engineering/technical,  production/manufacturing;  tenure-34 
years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$301,000;  ownership,  6,000  direct,  1,000  indirect  shares.  ►  Scram- 
bling to  add  capacity,  buying  power  from  neighboring  utilities  in 
wake  of  the  casino  and  tourism  boom  in  South  Jersey.  With  cash 
from  energy  sales,  sees  usual  cogeneration,  nonregulated  busi- 
nesses in  his  future.  Enjoys  sailing. 
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ATLANTIC  RICHFIELD 


LODWRICK  MONROH  COOK 


Los  Angeles,  Calif.  213-486-3511 
SALES:  $17. 6  bil.    PROFITS:  $1. 6  bil. 


MARKET  VALUE:  $18  bil. 
►  Born  6/17/28,  Castor,  La. 


BS  (math.),  1950; 
BS  (petro.  eng.),  1955,  La.  State;  MBA,  SMU,  1965.  Career  path- 
engineering/technical,  merchandising/marketing,  labor  rela- 
tions; tenure-33  years,  CEO  4  years.  Compensation:  1988  salary  & 
bonus,  $1,619,000';  ownership,  50,000  shares.  ►  Fun-loving,  ener- 
getic good  ol'  boy-and  an  Anglophile.  Still  trimming  fat,  most  re- 
cently by  selling  solar  operations  to  Siemens.  Lyondell  chemical 
spinoff  was  record  initial  public  offering.  Operating  profits 
climb,  though  he  lost  some  Alaskan  revenues  after  Valdez  spill. 


AUTODESK 

Alvar  James  Green 

Sausalito,  Calif.  415-332-2344 

SALES:  $117  mil.    PROFITS:  $33  mil. 

MARKET  VALUE:  $957  mil. 

►  Born  4/5/46,  Peterborough,  England;  BBA 
(fin.),  Eastern  Mich.,  1974.  Career  path-finance/accounting;  ten- 
ure-5  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$233,000;  ownership,  15,000  shares.  ►  Often  irreverent  boss  de- 
scribes office  decor  as  "Salvation  Army."  Not  content  with  50'^ 
profit  increase,  50%  share  in  market  niche,  he's  pushing  hard  for 
sales  of  computer-aided  design  software  to  large  corporations. 
Investing  in  smaller  firms  to  expand  product  line,  move  into  new 
areas  such  as  data  management.  Relinquished  CFO  title. 


AUTOMATIC  DATA  PROCESSING 


JOSH  S.  WESTON 

Roseland,  N.  J.  201-994-5000 

SALES:  $1.5  bil.    PROFITS:  $170  mil. 

MARKET  VALUE:  $3.2  bil. 

►  Born  12/22/28,  Brooklyn,  N.  Y.;  BS  (econ. 


AVERY  INTERNATIONAL 

CHARLES  D.  MILLER 


City  Coll.  of  N.  Y.,  1950;  MS  (econ.),  U.  of  New  Zealand,  1951.  Ca- 
reer path-finance/accounting,  operations;  tenure-19  years,  CEO 
7  years.  Compensation:  1988  salary  &  bonus,  $571,000;  owner- 
ship, 201,000  shares.  ►  Back  to  basics  for  low-profile  exec.  Sold 
stakes  in  electronic  funds,  real  estate  services,  banking  informa- 
tion. Concentrating  on  brokerage,  auto  claims,  payroll  services. 
Spends  time  with  Paterson  (N.  J.)  seventh  graders  teaching  them 
the  importance  of  basics-hard  work  and  education. 


Pasadena,  Calif  818-304-2000 

SALES:  $1.6  bil.    PROFITS:  $78  mil. 

MARKET  VALUE:  $1.3  bil. 

►  Born  3/1/28,  Hartford,  Conn.;  BA  (busi- 1 
ness),  Johns  Hopkins,  1949.  Career  path-merchandising/market- 
ing, production/manufacturing,  planning;  tenure-25  years,  CEO 
12  years.  Compensation:  1988  salary  &  bonus,  $898,000;  owner- 
ship, 76,000  direct,  2,000  indirect  shares.  ►  Sports  fan  whose  core 
business  is  blank  adhesive  labels  for  consumer  product  packag- 
ing. Growth  in  laser-printable  labels  and  other  stickers  that  get 
bar  codes.  Recently  got  big  settlement  in  patent  suit  with  3M 
over  disposable-diaper  tapes.  Doing  well  in  office  products,  too. 


AVNET 


Leon  Machiz 


s-l™    Great  Neck,  N.  Y.  516-466-7000 


SALES:  $1.8  bil.  PROFITS:  .$52  mil. 
MARKET  VALUE:  $879  mil. 


►  Born  6/23/24,  Brooklyn,  N.  Y.;  attended 
Cooper  Union.  Career  path-merchandising/marketing;  ten- 
ure-21  years,  CEO  10  months.  Compensation:  1988  salary  &  bo- 
nu.4,  $904,000;  ownership,  63,000  direct,  1,000  indirect  shares. 
►  Took  over  electronics  distribution  giant  after  founder  Tony 
Hamilton's  death.  Quickly  laid  off  15%  of  marketing  force  in  core 
components  division,  slashed  inventory,  sold  off  underperform- 
ing  units.  But  it's  a  tough,  cyclical  industry:  Sales  and  earnings 
increasing  only  modestly.  For  fun,  he  raises  and  races  trotters. 


AVON  PRODUCTS 


James  Edward  Preston 


New  York,  N.  Y.  212-546-6015 

SALES:  $3.1  bil.    PROFITS:  $121  mil. 

MARKET  VALUE:  $2  bil. 

►  Born  4/30/33,  Cleveland,  Ohio;  BS  (com- 


muns.),  Northwestern,  1955.  Career  path-merchandising/ mar- 
keting; tenure-25  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $737,000;"ownership,  66,000  direct,  1.000  indirect  shares. 
►  Nice  to  be  wanted,  but  this  is  too  much.  In  first  year  as  boss, 
expert  in  door-to-door  cosmetics  sales  turned  down  three  take- 
over offers.  Plays  rough.  Hired  gumshoes  to  ferret  out  question- 
able dealings  at  Amway  after  unwanted  bid.  Raider  Irwin  Jacobs 
still  interested.  May  be  tough  for  him  to  stay  independent. 


BAKER  HUGHES 


James  d.  woods 

Houston,  Tex.  713-439-8605 
SALES:  $2.3  bil.    PROFITS:  $59  mil. 
MARKET  VALUE:  $2.7  bil. 
►  Born  7/24/31,  Falmouth,  Ky.;  BA  (busi- 


-A 

ness),  Caii!".  ^i-de  at  Fullerton,  1967.  Career  path-finance /ac- 
counting: tf.i.'if!-34  years,  CEO  3  years.  Compensation:  1988  sala- 
ry &  bonus.  a>;  .OVi.OOO;  ownership,  122,000  shares.  ►  Aggressive 
leader  who  engi'sccTed  merger  with  Hughes  Tool  in  1987.  His 
cost-cutting  pa;  i  '>ff  as  this  oil-service  outfit  is  making  money 
again.  Offshore  Lusiness  made  progress  despite  low  drilling  lev- 
el. Selling  weaker  units,  including  a  mining-equipment  operation. 
Now  spending  again  on  R&D,  poised  for  an  oilpatch  turnaround. 


BALL 

RICHARD  M.  RINGOEN 


Muncie,  Ind.  317-747-6100 
SALES:  $1.1  bil.    PROFITS:  $33  mil. 
MARKET  VALUE:  $801  mil. 


►  Born  5/15/26,  Ridgeway,  Iowa;  BS  (elect. 


eng.),  1947;  MS  (elect,  eng.),  1948,  Iowa  State.  Career  path-engin- 
eering/technical; tenure-20  years,  CEO  9  years.  Compensation: 
1988  salary  &  bonus,  $418,000;  ownership,  132,000  shares.  ►  Best 
known  for  its  home-canning  jars,  company  draws  most  money 
from  beer  and  soft-drink  cans  and  aerospace.  Socked  by  lower 
prices  and  rising  aluminum  costs.  But  analysts  like  decision  to 
add  capacity,  buy  and  remodel  old  Florida  plant.  If  aluminum 
prices  dip  again,  his  earnings  should  spurt  higher. 
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We've  all  heard  the  stories.  Com- 
anies  that  lose  major  liability  suits 
ecause  they  couldn't  produce  the 
ecessary  documents  in  compliance 
/ith  federal  and  state  regulations 
3  defend  themselves.  Companies 
lat  lose  a  major  client  because  they 
an't  document  third-party  charges 
■n  behalf  of  that  client. 

And  it  all  comes  down  to  a  very 
imple  problem:  paper.  Paper  that 
/hen  misfiled  or  misplaced  could 
pell  disaster.  Paper  that  when 
lestroyed,  could  possibly  destroy 
our  business. 

1989, 3M 


The  solution  is  a  computerized 
filing  system  from  3M  Information 
Systems  Group. 

3M  provides  systems  that  use 
computer  technology — very  likely  the 
computers  you  already  have  in  place 
— to  speed  and  secure  the  storage 
and  retrieval  of  documents  with 
evidentiary  value.  Documents  that 
can  be  combined  with  the  data  files 
you  already  generate  on  computer. 

For  many  businesses,  the 
storage  media  may  be  microfilm  or 
microfiche.  With  certain  applications, 
a  digital  document  management 


system  integrated  with  a  mainframe 
database  may  be  most  appropriate. 

Either  way,  the  system  you 
choose  will  work  with  the  technol- 
ogy 3M  is  developing  for  the  future. 
We Ve  already  assembled  packages 
for  Accounts  Payable,  Engineering, 
Manufacturing,  Financial  Records, 
Hospital  Records  and  more. 

For  more  information  on  how 
to  protect  your  company,  call 
3M  Information  Systems  at 
1-800-328-1684. 

But  act  soon.  Before  your  filing 
system  is  judged  to  be  out  of  order. 


THE    COR  PORATE  ELITE 


BALLY  MFG. 

Kobp:rt  E.  Mullane 


Chicago,  III.  312-399-1300 
SALES;  $1.9  bil.    PROFITS:  $38  mil. 


MARKET  VALUE:  $685  mil. 

►  Born  5/27/32,  Cincinnati,  Ohio;  BA  (busi- 
ness), Xavier,  1954;  MBA,  Harvard,  1956.  Career  path-merchan- 
dising/mari<eting;  tenure-16  years,  CEO  10  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,820,000;  ownership,  126,000  shares. 
►  Frequent  visitor  to  the  race  track  has  been  out  of  luck  with  sev- 
eral recent  deals.  Most  recently,  tried  to  spin  off  casino,  hotel  op- 
erations but  gaming  authorities  said  no.  Hints  that  new  restruc- 
turing may  be  in  the  works.  May  seek  a  partnership  with  other 
casino  operator.  Investors  growing  impatient  as  stock  lags. 


BALTIMORE  GAS  &  ELECTRIC 

George  V.  mcGowan 

Baltimore,  Md.  301-23^-5000 

^ALES:  $1.9  bil.    PROFITS:  $303  mil. 

MARKET  VALUE:  $2.6  Ml. 

►  Born  1/30/28,  Baltimore,  Md.;  BS  (mech. 
eng.),  U.  of  Md.,  1951.  Career  path-engineering/ technical;  ten- 
ure-38  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$527,000;  ownership,  57,000  direct,  10,000  indirect  shares. 
►  Earlier  in  his  career,  Calvert  Cliffs  nuke  plant  was  his  pet. 
Now,  after  shutdown  and  fines,  it's  a  costly  headache,  though  he 
survived  management  shakeup.  With  big  bills  for  replacement 
power,  he's  speeding  construction  of  coal-burning  plant.  Mean- 
while, costly  real  estate  investments  haven't  helped  earnings. 


BANC  ONE 


li  iHN  Bonnet  McCoy 

Columbus,  Ohio  6U-248-59U 

SALES:  $2. 7  bil.    PROFITS:  $340  mil. 

.MARKET  VALUE:  $4.7  bil. 

►  Born  6/11/43,  Columbus,  Ohio;  BA  (histo- 


ry), Williams,  1965;  MBA  (fin.),  Stanford,  1967.  Career  path-bank- 
ing; tenure-19  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $997,000;  ownership,  54,000  direct,  114,000  indirect  shares. 
►  Taking  a  cue  from  groceries,  innovative  banker  is  testing 
branches  with  neon  signs  and  weekly  specials.  Third-generation 
CEO  built  big  profits  with  consumer  lending,  small  acquisitions. 
Took  boldest  step  last  summer  by  snaring  Texas'  MCorp.  It's  a 
mess-but  analysts  say  he's  resourceful  enough  to  make  it  work. 


BANCO  POPULAR  DE  PUERTO  RICO 

Richard  L.  Carrion 

San  Juan,  P.  R.  809-765-9800 

SALES:  $552  mil.    PROFITS:  $47  mil. 

MARKET  VALUE:  $490  mil. 

►  Born  11/26/52,  San  Juan,  Puerto  Rico;  BS 
(accounting,  finance),  Wharton,  1975;  MA  (mgmt.  inf.  sys.),  MIT, 
1976.  Career  path-finance/accounting;  tenure-13  years,  CEO  9 
months.  Compensation:  1988  salary  &  bonus,  NA°;  ownership, 
103,000  shares.'  ►  He's  taken  over  the  family  bank-biggest  on 
the  island-from  his  father,  who  stays  on  as  chairman.  Proud  of 
his  chess  game,  he  plots  to  fend  off  acquisitive  U.  S.  and  Hispanic 
banks.  Taking  the  offensive,  he  launched  bid  for  the  island's 
No.  2  BanPonce.  Pushing  Puerto  Rico  for  the  2004  Olympiad. 


BANCORP  HAWAII 

H.  Howard  Stephenson 

Honolulu,  Hawaii  808-537-8111 

SALES:  $630  mil.    PROFITS:  $75  mil. 

MARKET  VALUE:  $877  mil. 

►  Born  7/15/29,  Wichita,  Kan.;  BA  (political 
sci.),  U.  of  Mich.,  1950;  .JD,  U.  of  Mo.  at  Kan.  City  Law,  1958.  Ca- 
reer path-finance/accounting;  tenure-30  years,  CEO  7  months. 
Compensation:  1988  salary  &  bonus,  $647,000;  ownership,  49,000 
shares.  ►  After  Kansas,  considers  Hawaii  paradise.  Takes  top 
slot  at  "Bancoh"  during  huge  economic  boom,  as  Japanese  tour- 
ists flood  islands  and  real  estate  soars.  Result:  Net  rose  27%  in 
first  half.  Following  predecessor's  mainland  expansion,  moving 
into  South  Korea,  Singapore.  Consensus  manager. 


BANK  OF  BOSTON 


Ira  Stepanian 


Boston,  Mass.  617-434-2200 
SALES:  $5.3  bil.    PROFITS:  $322  mil. 


MARKET  VALUE:  $2.1  bil. 


>  Born  11/14/36,  Cambridge,  Mass.;  BA 
(econ.),  Tuits,  lUi;.;  .ViBA,  Boston  Coll.,  1971.  Career  path-corpor- 
ate lending;  tenure- '!6  years,  CEO  3  years.  Compensation:  1988 
salary  &  bonus,  $1,1  6,000;  ownership,  37,000  shares.'  ►  As  at 
other  New  England  'Dunks,  problem  assets  are  bulging,  led  by 
commercial  real  estate  Almost  half  of  income  comes  from  non- 
traditional  businesses-LBO  financing,  asset  sales,  foreign-ex- 
change trading,  interest-rate  swaps.  Family  man,  he  returns  to 
his  mother's  neighborhood  every  Saturday  to  do  her  shopping. 


BANDAG 


Martin  G.  Carver 


Muscatine,  Iowa  319-262-1400 
SALES:  $491  mil.    PROFITS:  $70  mil. 
.3  bil. 


Born  5/10/48,  Davenport,  Iowa;  BA 
Iowa,  1970;  MBA,  Ind.,  1972.  Career  path-fi- 


MARKET  VALUE 
► 

(math.),  U.  of 

nance/accounting;  tenure-10  years,  CEO  8  years.  Compensation: 
1988  salary  &  bonus,  $254,000;  ownership,  3,000  direct,  1,533,000 
indirect  shares.  ►  Nation's  No.  1  tire  retreader  likes  to  lay  rub- 
ber. Recently  set  a  diesel  truck  land-speed  record  of  150.9  mph  at 
Bonneville  Salt  Flats-all  to  test  a  retread.  Founder's  son,  sees 
foreign  growth  as  key  to  future;  spending  heavily  in  booming  Eu- 
rope. Back  home,  plant  expansions  will  keep  things  rolling. 


BANK  OF  NEW  ENGLAND 


WALTER  J.  CONNOLLY  jR. 
Boston,  Mass.  617-742-4000 
SALES:  $3.2  bil.    PROFITS:  $282  mil. 


MARKET  VALUE:  $1.5  bil. 


►  Born  8/3/28,  Boston,  Mass.;  BA  (history), 
Yale,  1950.  Career  path-merchandising/marketing,  finance/ac- 
counting; tenure-28  years,  CEO  4  years.  Compensation:  1988  sala- 
ry &  bonus,  $870,000-  ownership,  31,000  shares.*  ►  Rode  New  En- 
gland's boom,  now  reeling  from  the  slump.  Built  the  region's 
largest  consumer  branch  network  after  a  merger  with  Connecti- 
cut Bank  &  Trust.  But  loan-loss  provisions  have  tripled  and  bad 
assets  are  soaring  as  the  Yankee  economy  stalls.  He's  betting  on 
a  top-management  shakeup  to  help  stop  the  slide. 
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BANK  OF  NEW  YORK 


J.  Carter  Bacot 


New  York,  N.  Y.  212495-1784 
SALES:  $2.6  bil.    PROFITS:  $213  mil. 


MARKET  VALUE:  $3.4  bil. 


►  Born  2/7/33,  Utica,  N.  Y.;  AB,  Hamilton, 
L955;  LLB,  Cornell  Law,  1958.  Career  path-legal,  investment  re- 
search &  trust;  tenure-30  years,  CEO  8  years.  Compensation: 
l988  salary  &  bonus,  $495,000;  ownership,  113,000  shares. 
►  Determination  paid  off  when  he  won  a  15-month  battle  to  buy 
•eluctant  Irving  Bank.  Now,  he's  in  the  money-center  big 
eagues.  Chopped  3,000  workers  from  the  payroll  while  merging 
)perations,  with  more  cost  savings  to  come  next  year.  A  history 
)uff,  he  has  launched  a  museum  of  his  bank's  history. 


BANK  SOUTH 


Robert  P.  Guyton 


Atlanta,  Ga.  m-529-Jklll 
SALES:  $h82  mil.    PROFITS:  $Jt3  mil. 


MARKET  VALUE:  $k23  mil. 

►  Born  3/31/37,  Blue  Mountain,  Miss.;  BBA, 
U.  of  Miss.,  1958;  MBA,  Harvard,  1966.  Career  path-banking;  ten- 
ure-9  years,  CEO  8  years.  Compensation;  1988  salary  &  bonus, 
$510,000;  ownership,  35,000  direct,  9,000  indirect  shares.  ►  As  a 
teen,  worked  in  dad's  Mississippi  bank.  Later,  helped  clean  up 
Bert  Lance's  National  Bank  of  Georgia.  Big  push,  apart  from 
fending  off  would-be  acquirers,  is  in  grocery-store  branches. 
They're  not  profitable  yet,  but  he's  trying  to  change  that  by  of- 
fering 10%  discounts  to  shoppers  with  Bank  South  accounts. 


BANKAMERICA 


ALDEN  WINSHIP  CLAUSEN 


San  Francisco,  Calif.  415-622-3456 
SALES:  $10.2  bil.  PROFITS:  $54?  mil. 
MARKET  VALUE:  $6.6  bil. 


►  Born  2/17/23,  Hamilton,  111.;  BA  (business), 
3arthage,  1944;  LLB,  U.  of  Minn.  Law,  1949.  Career  path-finance 
'accounting;  tenure-40  years,  CEO  3  years.  Compensation:  1988 
salary  &  bonus,  $1,500,000;  ownership,  80,000  direct,  2,000  indi- 
rect shares.  ►  He's  doing  it.  Three  record  quarters  mark  turn- 
iround  of  bank  that  lost  $1.8  billion  in  three  years.  Slashed  ex- 
penses, focused  on  profitable  consumer  lending.  Swapped  $225 
■nillion  in  bad  debt  for  equity  in  Chilean  paper  mill.  Attracting 
?ood  managers,  he  feels  vindicated-hence  talk  he'll  retire-again. 


BANKERS  TRUST  NEW  YORK 


CllAKLKS  STEADMAN  SANFORD  JR. 
New  York,  N.  Y.  212-250-2500 
SALES;  $5.9  bil.    PROFITS;  $648  mil. 
MARKET  VALUE:  $4.4  bil. 


►  Born  10/8/36,  Savannah,  Ga.;  BA  (finance), 
MBA,  Wharton,  1960.  Career  path-fi- 


U.  of  Ga.,  1958 
nance/accounting;  tenure-28  years,  CEO  2  years.  Compensation 
1988  salary  &  bonus,  $1,750,000;  ownership,"42,000  shares.  ►  Bril 
liant  and  strong-willed,  he  has  persuaded  Wall  Street  that  trans 
formation  of  money-center  also-ran  into  merchant  bank  is  a  sue 
cess.  Heavyweight  clients,  including  Sir  James  Goldsmith 
Downside:  earnings  volatility.  Scion  of  respected  Georgia  family 
gave  graduation  address  at  alma  mater's  Sanford  Stadium. 


BARD  (C.  R.) 

GEORGE  T.  MALONEY 

Murray  Hill,  N.  J.  201-277-8000 

SALES:  $758  mil.    PROFITS:  $79  mil. 

MARKET  VALUE;  $1.2  bil. 

►  Born  8/28/32,  Philadelphia,  Pa.;  BS  (econ.), 
Siena,  1954.  Career  path-merchandising/marketing;  tenure-31 
^ears,  CEO  9  months.  Compensation:  1988  salary  &  bonus, 
$624,000;  ownership,  105,000  direct,  33,000  indirect  shares. 
►  Strong  sales  and  marketing  man,  new  at  the  helm.  Medical- 
products  maker  leads  in  balloon  catheters  for  angioplasty, 
though  facing  strong  rivals.  Fighting  back  with  new  items.  This 
year,  bought  Catheter  Technology,  big  in  urological  catheters. 
Working  on  collagen-injection  system  for  adult  incontinence. 


BARRETT  BANKS 


CHARLES  EDWARD  RiCE 


Jacksonville,  Fla.  904-791-7720 
SALES:  $2.5  bil.    PROFITS:  $226  mil. 


MARKET  VALUE: 


'.5  bil. 


►  Born  8/4/35,  Chattanooga,  Tenn.;  BA  (busi- 
ness admin.),  U.  of  Miami,  1958;  MBA,  Rollins,  1964.  Career  path 
-finance/accounting,  banking;  tenure-24  years,  CEO  10  years. 
Compensation:  1988  salary  &  bonus,  $936,000;  ownership,  55,000 
direct,  3,000  indirect  shares.  ►  Can  "Florida's  Bank"  be  "Geor- 
gia's Bank,"  too?  Moving  north  may  be  a  way  to  keep  double-dig- 
it earnings  gains  going  in  the  '90s  as  Florida's  explosive  growth 
slows  to  only  twice  the  national  average.  Some  rise  in  nonper- 
forming  real  estate  assets.  Dedicated  runner,  ex-marathoner. 


BAROID 


J.  Landis  Martin 


Houston,  Tex.  713-987-4000 
SALES:  $492  mil.    PROFITS:  $10  mil 


MARKET  VALUE;  $588  mil. 

►  Born  11/5/45,  Grand  Island,  Neb.;  BS  (busi- 
ness). Northwestern,  1968;  JD,  Northwestern  Law,  1973.  Career 
path-legal;  tenure-2  years,  CEO  2  years.  Compensation:  1988  sal- 
ary &  bonus,  $500,0002;  ownership,  35,000  shares.**  ►  Heads  pe- 
troleum services  spinoff  plus  former  parent  NL  Industries.  Major 
restructuring  resulted  in  four  profitable  quarters-the  first  time 
since  '82.  Trimmed  costs  by  $21  million  a  year,  shed  units  with  lit- 
tle market  share,  started  big  overseas  push.  Has  little  debt.  A  ski- 
er, he  commutes  to  Houston  from  Denver. 


BATTLE  MOUNTAIN  GOLD 


DOUGLAS  J.  BOURNE 
Houston,  Tex.  713-650-6400 
SALES:  $141  mil.    PROFITS:  $59  mil. 


MARKET  VALUE:  $927  mil. 


►  Born  3/ 18/23,  Tulsa,  Okla.;  BS  (chem.  eng.), 
U.  of  Okla.,  1943.  Career  path-engineering/technical,  manage- 
ment; tenure-43  years,  CEO  6  years.  Compensation:  1988  salary 
&  bonus,  $358,000;  ownershijp,  87,000  direct,  11,000  indirect 
shares.  ►  Thoughtful,  conservative  manager  who  keeps  this  min- 
ing company  lean,  mean.  Low  costs,  minimal  debt  help  it  ride  the 
ups  and  downs  of  cyclical  business.  A  big  year  so  far:  He  spent 
$97  million  to  buy  into  gold-mining  ventures  in  Papua  New  Guin- 
ea and  Bolivia,  increasing  proven  reserves  by  79%. 
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BAUSCH  &  LOMB 

Daniel  E.  Gill 


Rochester,  N.  Y.  716-338-6000 


SALES:  $978  mil.  PROFITS: 


mil. 


MARKET  VALUE: 


1.7  bil. 

►  Born  6/24/36,  Ziegler,  111. 


BS  (fin.),  North- 
western, 1958.  Career  path-finance/accounting;  tenure-11 
years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$927,000;  ownership,  17,000  shares.  ►  Sees  opportunities  in  the 
war  on  plaque.  Bought  a  line  of  high-tech  motorized  toothbrush- 
es called  Interplak;  wants  more  periodontal  products.  Dental 
sales  could  triple  to  $300  million  by  the  mid-90s.  Departure  from 
strategy  focusing  on  optical  business,  including  Ray-Ban  sun- 
glasses. Wears  them  when  fishing  on  Canandaigua  Lake  in  N.  Y. 


BAXTER  INTERNATIONAL 


Vernon  R.  Loucks  Jr. 
Deerfield,  III.  31^-948-2000 
SALES:  $6.9  bil.    PROFITS:  .$388  mil. 


MARKET  VALUE:  $5.8  bil. 


►  Born  10/24/34,  Evanston,  III;  BA  (history), 
Yale,  1957;  MBA,  Harvard,  1963.  Career  path-business,  asst.  to 
pres.;  tenure-24  years,  CEO  9  years.  Compensation:  1988  salary  & 
bonus.  $997,000;  ownership,  272,000  direct,  9,000  indirect  shares. 
►  Ex-Marine  still  nursing  company  through  two  major  health 
care  acquisitions-American  Hospital  Supply  in  '85,  Caremark  in 
'87.  Sales  have  nearly  quadrupled,  but  high  administrative  ex- 
penses dampened  earnings,  stock  has  lagged  competitors.  Scal- 
ing back  capital  investments,  gradually  trimming  work  force. 


BAYBANKS 

WlLLLAM  MARSHALL  CROZIER  jR. 

Boston,  Mass.  617-482-1040 

SALES:  $921  mil.    PROFITS:  $89  mil. 

MARKET  VALUE:  $640  mil. 

►  Born  10/2/32,  Brooklyn,  N.  Y.;  BA  (econ.), 
Yale,  1954;  MBA  (finance).  Harvard,  1963.  Career  path-fi- 
nance/accounting; tenure-26  years,  CEO  15  years.  Compensa- 
tion: 1988  salary  &  bonus,  $503,000;  ownership,  50,000  direct, 
22,000  indirect  shares.  ►  Made  this  lender  a  retail  banking  giant 
with  double-pronged  strategy.  Built  a  dense  automatic  teller  net- 
work and  has  one  of  the  region's  biggest  branch  systems.  Fears 
money-center  banks  are  muscling  in  on  his  turf;  staunch  oppo- 
nent of  the  new  interstate  banking  initiatives. 


BB&T  FINANCIAL 

JOHN  A.  ALLISON  I\' 
Wilson,  N.  C.  919-399-4111 
SALES:  $412  mil.    PROFITS:  -$39  mil. 


.MARKET  VALUE 
►  Born  8/14/48 


$424  mil. 

Charlotte,  N.  C;  BS  (busi- 
MBA,  Duke,  1973.  Career  path-fi- 


ness),  U.  of  N.  C,  1971 
nance/accounting;  tenure-18  years,  CEO  3  months.  Compensa- 
tion: 1988  salary  &  bonus,  $319,000;  ownership,  12,000  direct, 
14,000  indirect  shares.*  ►  Lifer  helped  turn  sleepy  lender  to  to- 
bacco farmers  into  one  of  state's  fast  growers.  Took  charge  after 
predecessor  died  on  vacation.  In  aftermath,  share  price  jumped 
on  speculation  of  a  sell-out.  He  vows  independence,  targets  ex- 
pansion into  South  Carolina.  To  relax,  he  collects  model  trains. 


r 


1^ 


BEAR  STEARNS 

ALAN  C.  GREENBERG 
New  York,  N.  Y.  212-272-2000 
SALES:  $1.9  bil.    PROFITS:  $145  mil. 
MARKET  VALUE:  $1.5  bil. 


►  Born  9/3/27,  Wichita,  Kan.;  BA  (business), 
U.  of  Mo.,  1949.  Career  path-finance/accounting;  tenure-40 
years,  CEO  11  years.  Compensation:  1988  salary  &  bonus, 
$4,529,000';  ownership,  3,000,000  shares."  ►  Hard-nosed  trader, 
bridge  fiend,  amateur  magician  who  sends  frequent  light-heart- 
ed memos  to  staff.  His  company  is  thriving  in  up  market,  with 
earnings  in  this  year's  second  quarter  more  than  double  the  1988 
level.  Made  his  house  a  leading  underwriter  of  mortgage-backed 
securities.  Here,  as  at  rivals,  a  market  correction  could  hurt. 


BECKMAN  INSTRUMENTS 

LOUIS  THOMAS  ROSSO 
Fullerton,  Calif.  714-871-4848 
SALES:  $770  mil.    PROFITS:  $43  mil. 
MARKET  VALUE:  S56-^  mil. 


►  Born  8/13/33,  San  Francisco,  Calif.;  AB 
(bio.,  chem.),  San  Francisco  State,  1955;  MBA,  U.  of  Santa  Clara, 
1967.  Career  path-engineering/technical,  merchandising/mar- 
keting; tenure-31  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $548,000;  ownership,  15,000  shares.  ►  Veteran  of 
Smithkline's  analytical  instruments  group.  After  Beecham  merg- 
er, took  control  of  this  recent  spinoff.  Slow  demand  for  testing 
gear  in  Europe,  Japan  hurts  earnings,  so  he  looks  for  growth  in 
Britain.  Next:  molecular  biology,  biotechnology  instruments. 


BECTON,  DICKINSON 

RAYMOND  V.  GiLMARTIN 


Franklin  Lakes,  N.  J.  201-848-6800 
SALES:  $1. 7  bil.    PROFITS:  $149  mil. 
MARKET  VALUE:  $2.2  bil. 

►  Born  3/6/41,  Washington,  D.  C;  BS  (elect. 

eng.),  Union  Coll.,  1963;  MBA,  Harvard,  1968.  Career  path-busi- 
ness administration;  tenure-13  vears,  CEO  8  months.  Compensa- 
tion: 1988  salary  &  bonus,  $456,000;  ownership,  11,000  direct, 
2,000  indirect  shares.  ►  Arthur  D.  Little  consultant  lured  to  this 
client  by  predecessor  Wesley  Howe.  Key  player  in  Howe's  re- 
structuring that  focused  company  on  health  care.  Sold  last  non- 
medical unit  last  year.  Looking  for  growth  in  medical  diagnos- 
tics. Weaker  medical-glove  sales  are  squeezing  earnings. 


BELL  ATLANTIC 

Ra\M(i\ii  \\\  Smith 

Philadelphia,  Pa.  215-963-6000 

SALES:  $10.9  bil.     PROFITS:  $1.3  bil. 

M.ARKET  VALUE:  $19.3  bil. 

►  Born  9/24/37,  Pittsburgh,  Pa.;  BS  (ind. 
eng.),  Carnegie  Mellon,  1959;  MBA,  U.  of  Pittsburgh,  1960.  Career 
path-finance/accounting,  production/manufacturing;  tenure-30 
years,  CEO  10  months.  Compensation:  1988  salary  &  bonus, 
$666,000;  ownership,  14,000  direct,  1,000  indirect  shares.  ►  Phone 
business  isn't  ringing  off  the  hook,  so  he's  pushing  into  unregu- 
lated lines.  Equipment  leasing,  real  estate,  and  cellular  are  hum- 
ming; computer  maintenance  isn't.  Adding  voice  mail,  data  ser- 
vices, caller  ID.  Also  restructuring  company  in  wake  of  strike. 
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BELLSOUTH 


JOHN  L.  CLENDENIN 


Atlanta,  Ga.  m-249-2000 
SALES:  $13. 6  bil.     PROFITS:  $1. 7  bil. 
MARKET  VALUE:  $25  bil. 


►  Born  5/8/34,  El  Paso,  Tex.;  BA  (political 
3ci.),  Northwestern,  1955.  Career  path-engineering/technical; 
tenure-34  years,  CEO  6  years.  Compensation:  1988  salary  &  bo- 
nus, $1,165,000;  ownership,  16,000  shares.  ►  Ex-SAC  pilot  has  a 
reputation  among  Baby  Bells  for  aggressive  overseas  expansion 
and  a  taste  for  high  tech.  Mobile  phones  in  Argentina,  paging  in 
Australia,  and  a  cellular  franchise  in  France.  Experimenting  with 
fiber  optics  in  Florida  homes.  Still  rues  AT&T  breakup:  Sports  a 
tie  with  cracked  bell  and  once  built  a  bell-shaped  swimming  pool. 


BELO  (A.  H.) 

Robert  William  Decherd 

Dallas,  Tex.  2U-977-6606 

SALES:  $385  mil.    PROFITS:  $10  mil. 

MARKET  VALUE:  $754  mil. 

►  Born  4/9/51,  Dallas,  Tex.;  AB  (American 
hist.),  Harvard,  1973.  Career  path-gen.  mgmt./staff;  tenure-16 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$438,000;  ownership,  757,000  direct,  41,000  indirect  shares. 
►  Times  are  a  little  tough  for  this  young  CEO:  War  between  his 
Dallas  Morning  News  and  rival  Times  Herald  is  squeezing  reve- 
nues, as  are  falling  ads  at  his  TV  stations.  He  moved  in  for  the  kill 
with  a  serious  blow  in  funnies,  snaffling  rights  to  25  features  like 
Doo7iesbury  and  DearAbby  from  Times  Herald,  which  is  suing. 


BEMIS 


HovvAKu  J.  Curler 


Minneapolis,  Minn.  612-340-6000 
SALES:  $1.1  bil.    PROFITS:  $40  mil. 


MARKET  VALUE:  $900  mil. 

►  Born  4/11/25,  Mosinee,  Wis.;  BS  (chem. 
eng.),  U.  of  Wis.,  1948.  Career  path-engineering/technical;  ten- 
ure-24  years,  CEO  11  years.  Compensation:  1988  salary  &  bonus, 
$1,045,000;  ownership,  367,000  direct,  118,000  indirect  shares. 
►  Knowledgeable  in  chemistry,  he  plays  a  key  role  in  new-prod- 
uct development.  Transformed  stodgy  paper-bag  maker  into  a 
leader  in  flexible  packaging,  pressure-sensitive  adhesives.  Likes 
niches  unplagued  by  price  competition  of  other  container  mar- 
kets. Recent  worry:  environmental  bans  on  plastic  packaging. 


BENEFICIAL 


FL\'N  M.  W.  Caspersen 

Wilmington,  Del.  302-798-0800 

SALES:  $1.4  bil.    PROFITS:  $105  mil. 

MARKET  VALUE;  $1.2  bil. 

►  Born  10/27/41,  New  York,  N.  Y.;  BA 
(econ.).  Brown,  1963;  LLB,  Harvard  Law,  1966.  Career  path-legal; 
tenure-17  years,  CEO  13  years.  Compensation:  1988  salary  &  bo- 
nus, $1,027,000;  ownership,  77,000  direct,  542,000  indirect  shares. 
►  Passion  is  arcane  "four-in-hand"  carriage  driving-racer  con- 
trols four  horses.  Analysts  praise  his  tight  rein  on  company's 
sprawling  consumer-finance  operations.  Good  pay,  autonomy 
keep  turnover  low  among  1,100  regional  managers.  With  con- 
sumer-debt levels  rising,  pushing  more  secure  home  equity  loans. 


BERGEN  BRUNSWIG 


Emil  p.  Martini  Jr. 

Orange,  Calif.  714-385-4000 

SALES:  $3.5  bil.    PROFITS:  $33  mil. 

MARKET  VALUE:  $689  mil. 

►  Born  8/9/28,  Teaneck,  N.  J.;  BS  (pharma- 
cy), Purdue,  1950.  Career  path-engineering/technical,  distribu- 
tion; tenure-37  years,  CEO  19  years.  Compensation:  1988  salary  & 
bonus,  $922,000;  ownership,"  1,088,000  shares.  ►  Shareholder 
democracy  sweeping  the  company.  He  and  his  brother  will  swap 
majority  control  of  the  board  for  majority  of  company's  voting 
shares.  Shareholders  faring  well,  too.  Earnings  soared  as  huge 
automated  drug  warehouses  came  on  stream.  Video  distribution 
also  looks  good  after  this  summer's  box-office  blockbusters. 


BERKLEY  (W.  R.) 


c  William  Robert  Berkley 


Greenwich,  Conn.  203-629-2880 

SALES:  $534  mil.    PROFITS:  $59  mil. 

MARKET  VALUE:  $462  mil. 

►  Born  10/31/45,  Newark,  N.  J.;  BA  (statis- 
tics, finance),  NYU,  1966;  MBA,  Harvard,  1968.  Career  path-fi- 
nance, insurance,  investments;  tenure-22  years,  CEO  22  years. 
Compensation:  1988  salary  &  bonus,  $786,000;  ownership, 
1,483,000  direct,  191,000  indirect  shares.  ►  Fund  management 
wunderkind  in  '60s  proves  astute  in  running  other  businesses  as 
well.  Here,  he's  waiting  out  property/casualty  downturn  doing 
acquisitions.  Energetic,  he  has  lots  of  other  interests:  Frozen 
foods,  dairy,  a  fledgling  market-research  service. 


BERKSHIRE  HATHAWAY 

WARREN  EDWARD  BUFFETT 

Omaha,  Neb.  402-346-1400 

SALES:  $2  bil.    PROFITS:  $313  mil. 

MARKET  VALUE:  $9.1  bil. 

►  Born  8/30/30,  Omaha,  Neb.;  BS,  U.  of  Neb., 
1950;  MS  (econ.),  Columbia,  1951.  Career  path-finance/ 
accounting;  tenure-19  years,  CEO  19  years.  Compensation:  1988 
salary  &  bonus,  $101,000;  ownership,  475,000  direct,  41,000  indi- 
rect shares.  ►  Playing  white  knight  pays  off  for  the  "Wizard  of 
Omaha."  His  friendly  stakes  in  Gillette,  Coke,  Salomon  help 
boost  his  net  worth  at  a  compound  annual  rate  of  23'A-and  his 
stock  to  $8000-plus  per  share  from  $4700  late  last  year.  They  say 
he  can't  keep  that  up-and  he  keeps  proving  them  wrong. 


BETHLEHEM  STEEL 

Walter  Fred  Williams 


Bethlehem,  Pa.  215-694-2424 
SALES:  $5.5  bil.    PROFITS:  $392  mil. 


MARKET  VALUE:  $1.7  bil. 

►  Born  2/7/29,  Upland,  Pa.;  BS  (civil  eng.; 


U. 


of  Del.,  1951.  Career  path-engineering/technical,  production/ 
manufacturing;  tenure-38  years,  CEO  3  years.  Compensation: 
1988  salary  &  bonus,  $505,000;  ownership,  23,000  shares. 
►  Has  a  poster  of  a  cat  in  his  executive  washroom,  pats  its  belly 
for  luck.  It  must  work:  Once  near  death,  his  stock's  now  a  favor- 
ite. Still  facing  stiff  competition  from  mini-mills,  weakening  steel 
market.  Must  shut  more  mills,  cut  more  costs,  boost  productivity. 
Also  spending  heavily  to  repair  pension  fund,  modernize  plants. 
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BETZ  lABORATORIES 


John  F.  McCAUGiiAN 


Trevose,  Pa.  215-355-3300 

SALES:  $US  mil.    PROFITS;  $48  mil. 


MARKET  VALUE:  $890  mil. 

►  Born  6/24/35,  Montreal,  Quebec,  Canada; 
BA  (business).  Sir  Geo.  Williams,  1957.  Career  path-administra- 
tion; tenure-29  years,  CEO  8  years.  Compensation:  1988  salary  & 
bonus,  $489,000;  ownership,  21,000  direct,  7,000  indirect  shares. 
►  Avid  skier  is  having  a  good  run.  Sales  have  been  brisk  at  his 
waste-water  treatment  business  as  customers  in  oil,  petrochemi- 
cal refining,  and  paper  add  new  capacity.  Winning  new  computer 
system  monitors,  adjusts  water  quality.  Formed  MetChem  divi- 
sion to  serve  metals,  auto  industries,  hoping  to  boost  No.  2  share. 


BEVERLY  ENTERPRISES 


DAVID  Russell  Banks 


Pasadena,  Calif.  818-577-6111 

SALES:  $2  bil.    LOSS:  $24  mil. 

MARKET  VALUE:  $452  mil. 

►  Born  2/15/37,  Arcadia,  Wis.;  BS  (business 
admin.),  U.  of  Ark.,  1959.  Career  path-fmance/accounting;  ten- 
ure-10  years,  CEO  5  months.  Compensation:  1988  salary  &  bonus, 
$433,000;  ownership,  290,000  shares.  ►  Jovial,  accessible  boss 
took  the  reins  this  spring  after  six  losing  quarters.  He  represents 
Stephens  Co.,  a  major  shareholder  in  the  nursing-home  company. 
To  slash  debt  and  restore  profits,  he  plans  to  sell  off  370  homes — 
half  the  company's  beds.  Next:  stepping  up  marketing  to  reverse 
company's  negative  image  in  some  towns. 


BIOMET 


Dane  A.  Miller 


Warsaw,  Ind.  219-267-6639 


SALES:  $136  mil.    PROFITS:  $21  mil. 


MARKET  VALUE:  $754  mil. 

►  Born  2/7/46,  Bellefontaine,  Ohio;  BS  (mate- 
rial science  eng.),  General  Motors  Inst.,  1969;  MS  (1971),  PhD 
(1974),  U.  of  Cincinnati.  Career  path-engineering/technical;  ten- 
ure-12  years,  CEO  12  years.  Compensation:  1988  salary  &  bonus, 
$196,000;  ownership,  1,552,000  direct,  3,000  indirect  shares.  ►  His 
orthopedic-supply  company  has  had  compound  annual  sales 
growth  of  \\\7'  since  1978  startup.  Biggie  in  replacement  hips  is 
adding  knees,  shoulders,  wrists.  Moving  into  electric  and  protein 
devices  to  promote  bone  growth  in  fractures. 


BLACK  &  DECKER 

Nolan  D.  Archibald 
Towson,  Md.  301-583-3900 
SALES:  $2.3  bil.    PROFITS:  $97  mil. 
MARKET  VALUE:  $1.4  bil. 

►  Born  6/22/43,  Ogden,  Utah;  BS,  Weber 
State,  1968;  MBA,  Harvard,  1970.  Career  path-merchandising/ 
marketing,  production/manufacturing,  operations;  tenure-4 
years,  CEO  4  years.  Compensation:  1988  salary  &  bonus. 
$1,162,000;  ownership,  5,000  shares.  ►  Red-hot  innovator  turned 
company  around  with  Dustbuster,  cordless  tools.  Emhart  acqui- 
sition broadens  product  line-though  debt  is  drilling  holes  in  earn- 
ings. This  6  foot,  5  inch  basketball  Ail-American  challenges  staff 
to  pickup  games.  But  can  he  energize  drowsy  Emhart? 


BLOCK  (H&R) 


HENRY  W.  BLOCH 

Kansas  City,  Mo.  816-753-6900 

SALES:  $877  mil.    PROFITS:  $100  mil. 

MARKET  VALUE:  $1.7  bil. 

►  Born  7/30/22,  Kansas  City,  Mo.;  BS  (mathe- 
matics), U.  of  Mich.,  1943.  Career  path-management;  tenure-43 
years,  CEO  34  years.  Compensation:  1988  salary  &  bonus, 
$703,000;  ownership,  8,211,000  direct,  166,000  indirect  shares." 
►  Electronic  filing  should  give  his  tax-preparation  business  a 
boost  next  year.  It's  been  growing  anyway,  despite  predictions 
that  tax  reform  would  slow  it.  Still  looking  for  service-company 
acquisition.  Gave  up  presidency  to  chip  off  the  old  Bloch,  son 
Thomas.  Art  collector,  busy  fundraiser  for  Kansas  City  museum. 


BLOCK  DRUG 

Leonard  N.  Block 

Jersey  City,  N.  J.  201-434-3000 

SALES:  $409  mil.    PROFITS:  $43  mil. 

MARKET  VALUE:  $610  mil. 

►  Born  12/21/11,  Brooklyn,  N.  Y.;  BS  (busi- 
ness), U.  of  Pa.,  1933.  Career  path-merchandising/marketing, 
finance/accounting;  tenure-56  years,  CEO  26  years.  Compensa- 
tion: 1988  salary  &  bonus,  $337,784;  ownership,  230,000  direct, 
1,323,000  indirect  shares.  ►  Keeps  this  family  business  growing 
with  niche  products  such  as  Poligrip  denture  adhesive,  Nytol 
sleep  aid.  Spends  big  on  ads  to  compete  with  giants.  Not  letting 
up,  despite:  Contract  runs  until  1997.  Plans  to  spend  '90s  working 
to  maintain  growth  with  acquisitions  and  licensing  deals. 


BLOCKBUSTER  ENTERTAINMENT 

H.  WAYNE  HUIZENGA 

Fort  Lauderdale,  Fla.  305-524-8200 

SALES:  $137  mil.    PROFITS:  $15  mil. 

MARKET  VALUE:  $955  mil. 

►  Born  12/29/37,  Evergreen  Park,  III;  at- 
tended Calvin  Coll.  Career  path-founder;  tenure-2  years,  CEO  2 
years.  Compensation:  1988  salary  &  bonus,  NA^;  ownership, 
5,251,000  direct,  119,000  indirect  shares.  ►  Accounting  flap  shook 
up  the  stock  recently  and  raised  questions  about  whether  his 
amazing  performance  was  genuine.  But  Wall  Street  is  keen 
again.  The  chain  will  have  500  video  stores  by  yearend.  Cox  En- 
terprises just  bought  1  million  shares.  Through  its  cable  division. 
Cox  will  also  become  a  franchisee,  with  100  stores  by  1992. 


BOATMEN'S  BANCSHARES 

ANDREW  B.  Craig 


St.  Louis,  Mo.  314-425-7500 
SALES:  $1.4  bil.    PROFITS:  $70  mil. 


MARKET  VALUE:  $1.3  bil. 


►  Born  3/20/31,  Buffalo,  N.  Y.;  BA,  U.  of 
Buffalo,  1955.  Career  path-banking;  tenure-5  years,  CEO  2 
years.  Compensation;  1988  salary  &  bonus,  $631,000;  ownership, 
20,000  shares."  ►  Laid-back  manager  gets  credit  for  smooth  tran- 
sition in  merger  with  Centerre  Bancorp.  Kept  losses  of  key  exec- 
utives from  acquired  institution  to  a  minimum.  His  three-year, 
$55  million-a-year  cost-cutting  program  is  on  target.  With  a  new 
management  team  in  place,  he'll  now  work  on  making  this  grow- 
ing bank  a  true  super-regional. 
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BOB  EVANS  FARMS 


Daniel  E.  Evans 


Columbus,  Ohio  6H-491-2225 
SALES:  $420  mil.    PROFITS:  $31  mil. 
MARKET  VALUE:  $493  mil. 


►  Born  8/24/36,  Gallipolis,  Ohio;  attended 
Ohio  Wesleyan,  Ohio  State.  Career  path-operations;  tenure-34 
years,  CEO  18  years.  Compensation:  1988  salary  &  bonus, 
$398,000;  ownership,  411,000  direct,  2,000  indirect  shares. 
►  Not  a  banner  year  for  his  restaurant  chain,  but  plowing  ahead 
with  expansion.  Opened  27  restaurants  in  Maryland  and  Dallas; 
now  targeting  Virginia.  Changed  compensation  plan  to  better  re- 
ward small  restaurant  managers.  Health  craze  has  hurt  frozen 
sausage  business.  Typically  wears  cowboy  boots,  string  ties. 


BOEING 


Frank  Shrontz 

Seattle,  Wash.  206-655-2121 


SALES:  $17  bil.    PROFITS:  $61Jt  mil. 

MARKET  VALUE:  $13  bil. 

►  Born  12/14/31,  Boise,  Idaho;  LLB,  U.  of 
Idaho  Law,  1954;  MBA,  Harvard,  1958.  Career  path-contracts, 
div.  mgmt.,  sales;  tenure-31  years,  CEO  3  years.  Compensation: 
1988  salary  &  bonus,  $846,000;  ownership,  11,000  shares.  ►  Sales, 
earnings,  and  orders  are  flying.  Too  much  of  a  good  thing?  Ex- 
Defense  Dept.  official,  other  managers  struggling  to  keep  up 
with  the  airlines'  five-year  buying  binge.  Biggest  airframe  mak- 
er has  had  embarrassing  production  problems,  including  missed 
deliveries,  quality  goofs.  Also  faces  falloff  in  Pentagon  sales. 


BOISE  CASCADE 


JOHN  B.  P'ERV 

Boise,  Idaho  208-.]8Jf-6161 

SALES:  $Jf.l  bil.    PROFITS:  -$289  mil. 


MARKET  VALUE:  $1.9  bil. 

►  Born  2/16/30,  Bellingham,  Wash.;  BA 
(business  admin.),  U.  of  Wash.,  1953;  MBA,  Stanford,  1955.  Career 
path-prod. /mfg.,  admin.;  tenure-33  years,  CEO  17  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,052,000;  ownership,  83,000 
shares.  ►  May  have  to  rip  up  hopes  for  record  earnings  this  year, 
as  prices  for  his  two  biggest  products-newsprint,  uncoated  pa- 
pers-hit skids.  ROE  may  lag  industry's  189' .  Slide  comes  during 
modernization  drive  to  improve  plants,  expand  office-products 
distribution.  Fly  fisherman  hopes  to  net  new  overseas  business. 


BOLAR  PHARMACEUTICAL 

Robert  Shulman 

Copiague,  N.  Y.  516-842-8383 

SALES:  $128  mil.    PROFITS:  $31  mil. 


\1  \Ki\l-T  \'  \i  1  I-.:  -V}/.;  nnl. 

►  Born  4/18/33,  New  York,  N.  Y.;  BS,  Colum- 
bia, 1954.  Career  path-production/manufacturing;  tenure-30 
years,  CEO  30  years.  Compensation:  1988  salary  &  bonus, 
$407,000;  ownership,  2,265,000  shares.  ►  In  a  real  dust-up  with 
the  FDA,  which  may  pull  his  generic  version  of  blood-pressure 
drug  Dyazide.  Insists  questions  are  result  of  laboratory  mix-up. 
Drug  is  309'  of  sales  and  409'  of  earnings.  A  new  proprietary 
drug,  Eldepryl,  for  treatment  of  Parkinson's,  awaiting  FDA  ap- 
proval, and  getting  to  market  fast  is  most  of  the  battle. 


BORDEN 


Romeo  J.  Ventres 

Columbus.  Ohio  614-225-4000 
SALES:  $7.2  bil.    PROFITS:  $312  mil. 


MARKET  VALUE:  $5.4  bil. 

►  Born  11/2/24,  East  Boston,  Mass.;  BS 
(chem.  eng.),  Worcester  Polytechnic  Inst.,  1948.  Career  path- 
administration;  tenure-32  years,  CEO  3  years.  Compensation: 
1988  salary  &  bonus,  $1,412,000';  ownership,  28,000  shares. 
►  Going  through  trying  year:  Took  a  half-billion-dollar  hit  to  re- 
structure away  from  dairy,  streamline  operations.  Closing  65 
plants.  When  Italian  Horatio  Alger  is  done,  he'll  have  snack  com- 
pany, nation's  top  pasta  maker.  In  home  sauna,  invented  "People 
Pill":  In  event  of  takeover,  25  top  managers  would  resign. 


BOSTON  EDISON 


Stephen  J.  Sweeney 
Boston,  Mass.  617-424-2000 
SALES:  $1.2  bil.    PROFITS:  $84  mil. 


MARKET  VALUE:  $660  mil. 

►  Born  12/15/28,  Winthrop,  Mass.;  BA 
(langs.),  Mt.  St.  Mary's,  1950;  AS  (elec.  eng.).  Northeastern,  1957. 
Career  path-engineering/technical;  tenure-3fi  years,  CEO  5 
years.  Compensation:  1988  salary  &  bonus,  $307,000;  ownership, 
3,000  shares.  ►  Heaving  a  sigh  of  relief.  Troubled  Pilgrim  nuke 
should  soon  be  operating  at  1009',  after  1986  shutdown.  And  bal- 
lot referendum  that  would  have  shut  nuclear  plants  was  defeat- 
ed. Just  completed  new  power  line  into  Boston.  Next  challenge: 
winning  rate  increases  needed  to  cover  his  Pilgrim  costs. 


BOWATER 


Anthony  p.  Gammie 
Darien,  Conn.  203-656-7200 


SALES:  $1.4  bil.    PROFITS:  $164  mil. 
MARKET  VALUE:  $1.1  bil. 
►  Born  12/17/34,  London, 


England.  Career 
path-production/manufacturing;  tenure-34  years,  CEO  7  years. 
Compensation:  1988  salary  &  bonus,  $674,000;  ownership,  18,000 
shares.  ►  Towering  (6  feet,  6  inches)  Englishman  will  have  a 
tough  time  m.atching  1988's  results.  Stressing  pulp  and  coated 
papers  in  the  face  of  declining  newsprint  demand.  But  price  hikes 
may  top  out  this  year,  and  strong  dollar  could  wipe  out  last  year's 
exchange  rate  bonanza.  Planned  Venezuelan  plant  seems  mired 
in  red  tape.  Likes  to  sail,  play  tennis  with  office  gang. 


BRIGGS  &  STRATTON 


FREDERICK  PRESCOTT  STRATTON  JR. 

Wauwatosn.  Wis.  414-259-5333 
SALES:  $914  mil.    \'W)VV\<.:  $30  mil. 


MARKET  VALUE:  -$403  mil. 
►  Born  3/25/39,  Milwaukee, 


Wis.;  BS  (busi- 
ness), Yale,  1961;  MBA,  Stanford,  19(53.  Career  path-finance/ 
accounting;  tenure-16  years,  CEO  12  years.  Compensation:  1988 
salary  &  bonus,  $319,000;  ownership.  60,000  direct,  65,000  indirect 
shares.  ►  Last  year's  drought  hurt  lawns-and  killed  his  earn- 
ings. Crunch  couldn't  have  come  at  a  worse  time  for  largest  mak- 
er of  gardening-equipment  engines.  Startup  costs  from  capital 
expansion  hurt,  and  Japanese  competition  is  intense.  Founder's 
grandson,  a  community  pillar,  could  be  in  for  rough  years. 
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It's  2:00  am,  do  you  know  where  your  broccoli  is? 

Sally  does.  Every  day  she  tracks  over  20,000 
::arolina  Freight  Corp.  shipments.  Call  her  anytime. 
Jay  or  night.  She'll  pinpoint  your  shipment  in  seconds. 

Sally  is  the  voice  of  a  complex  Bull  computer 
letwork.  Linked  to  PC's  in  over  2,500  Carolina 
;ustomer  locations,  the  same  Bull  computer 
landles  over  320,000  transactions  a  day. 

Bull  computers  made  Carolina  the  technological 


leader  in  the  trucking  industry  by  providing  com- 
plete control  of  information  to  Carolina  and  its 
customers.  That's  important.  Because  nothing 
swallows  a  load  of  broccoli  faster  than  4,000,000 
miles  of  American  roads.  And  nothing  finds  it  faster 
than  Sally 
Know  Bull. 

For  more  information  on  global  computer  solu- 
tions from  Bull,  call  1-800-233-BULL,  ext.  110. 


Worldwide 
Information 


Systems 


T  H  E    C  0  R  P  ORATE  ELITE 


BRISTOL-MYERS 


Richard  L.  Cf.lb 


New  York,  N.  Y.  212-546-4000 
SALES:  $6  bil.    PROFITS:  $829  mil. 


MARKET  VALUE:  $U4-  bil. 

►  Born  6/8/24,  New  York,  N.  Y.;  BA  (econ.), 
Yale,  1948;  MBA,  Harvard,  1950.  Career  path-merchandising/ 
marketing,  finance/accounting;  tenure-39  years,  CEO  18  years. 
Compensation:  1988  salary  &  bonus,  $1,475,000;  ownership, 
250,000  direct,  860,000  indirect  shares.  ►  Nailed  $11  billion  merg- 
er with  rival  pharmaceutical  house  Squibb  Corp.  Good  move  to- 
ward role  as  high-powered  prescription  drugmaker.  Presence  in 
anticancer,  AIDS  drugs,  while  Squibb  excels  in  cardiovascular 
drugs.  Will  run  company  with  Squibb's  Furlaud,  a  close  friend. 


BROOKLYN  UNION  GAS 


Elwin  S.  Larson 

Brooklyn,  N.  Y.  718-403-2000 

SALES:  $899  mil.    PROFITS:  $62  mil. 


MARKET  VALUE:  $663  mil. 
►  Born  5/20/26,  Bay  Shore,  N.  Y.;  BS  (chem.p 


eng.),  Rensselaer  Polytechnic  Inst.,  1947.  Career  path-engineer- 
ing/technical;  tenure-42  years,  CEO  3  years.  Compensation:  1988 
salary  &  bonus,  $343,000;  ownership,  4,000  shares. 
►  Lining  up  added  gas  supplies  for  utility  serving  parts  of  Newjuei 
York  City.  Boosting  use  of  Canadian  gas  and  exploring  in  Gulf  of 
Mexico.  About  to  complete  50-megawatt  cogeneration  plant  at 
Grumman  in  partnership  with  GE.  Experimenting  with  natural ■te'i' 
gas  as  fuel.  Latest  test:  UPS's  truck  fleet.  li*' 


BROWN  GROUP 


B.  A.  Bkiugewater  Jr. 

St.  Louis,  Mo.  314-854-4000 

SALES:  $1.7  bil.     PROFITS:  $30  mil. 

MARKET  VALUE:  $611  mil. 

►  Born  3/13/34,  Tulsa,  Okla.;  AB,  Westmin- 
ster, 1955;  LLB,  U.  of  Okla.  Law,  1958;  MBA,  Harvard,  1964.  Ca- 
reer path-administration;  tenure-10  years,  CEO  7  years.  Com- 
pensation: 1988  salary  &  bonus,  $575,000;  ownership,  58,000 
shares.  ►  He's  fixed  inventory  problems  in  Naturalizer  shoes,  re- 
vamped management  at  Cloth  World  retail  unit.  And  he's  selling 
money-losing  Linen  Center  and  Etage  retailers.  But  this  former 
McKinsey  consultant  can't  kick  off  his  shoes  and  relax  yet,  as  the 
market  for  his  dress  footwear  stays  soft. 


BROWN-FORMAN 


\v.  L.  LvuNS  Brown  Jr. 

Louisville,  Ky.  502-585-1100 

SALES:  $1  bil.    PROFITS:  $144  mil. 

MARKET  VALUE:  $2.1  bil. 

►  Born  8/22/36,  Louisville,  Ky.;  BA,  U.  of ! 
Va.,  1958;  BS,  American  Grad.  School  Intl.  Management,  1960. 
Career  path-merchandising/ marketing;  tenure-29  years,  CEO  14 
years.  Compensation:  1988  salary  &  bonus,  $979,000;  ownership, 
4,878,000  shares."  ►  Major  brands-Jack  Daniels,  Southern  Com- 
fort-keep chugging  along  despite  slumping  industry.  Sale  of 
Martell  cognac's  marketing  rights  helped  boost  net.  Embarrass- 
ment: Ads  took  a  swipe  at  rival  Absolut  vodka,  which  sued.  He 
dropped  the  ads.  Active  Republican  fundraiser. 


BROWNING-FERRIS  INDUSTRIES 

WILLIAM  Doyle  Ruckelshaus 
Houston,  Tex.  713-870-8100 


SALES:  $2.1  bil.    PROFITS:  $227  mil. 


MARKET  VALUE:  $5.7  bil. 
►  Born  7/24/32,  Indianapolis,  Ind. 


BA, 


Princeton,  1957;  LLB,  Harvard  Law,  1960.  Career  path-legal, 
government,  general  mgmt;  tenure-1  year,  CEO  1  year.  Compen- 
sation: 1988  salary  &  bonus,  $800,000";  ownership^  1,000  shares. 
►  Consummate  administrator,  regulatory  expert,  ex-EPA  head 
had  squeaky-clean  image  this  scandal-rocked  waste  hauler  need- 
ed. Firm's  still  fighting  some  criminal  charges.  He'll  keep  buying 
small  haulers,  plow  ahead  with  timely  move  into  medical  waste. 
Could  clean  up  on  growing  environmental  worries. 


BRUNO'S 

ANGELO  J.  BRUNO 

Birmingham,  Ala.  205-940-9400 

SALES:  $2  bil.    PROFITS:  $43  mil. 

MARKET  VALUE:  $989  mil. 

►  Born  5/29/24,  Birmingham,  Ala.  Career 
path-operations;  tenure-38  years,  CEO  12  years.  Compensation: 
1988  salary  &  bonus,  $280,000;  ownership,  7,033,000  direct, 
2,483,000  indirect  shares.  ►  Helped  expand  brother  Joe's  single 
store  into  222  grocery  outlets.  Digesting  last  year's  $30  million 
acquisition  of  Piggly-Wiggly  chain.  Deal  pushed  company  into 
south  and  central  Georgia,  but  results  so  far  aren't  quite  as  good 
as  he  expected.  Experimenting  with  hypermarkets  in  joint  ven- 
ture with  K  mart.  Adding  25  stores  in  Southeast  this  year. 


BRUNSWICK 


Jack  Frank  Reichert 


Skokie,  III.  708-470-4700 


SALES:  $3.3  bil.    PROFITS:  $193  mil. 


MARKET  VALUE:  $1.5  bil. 

►  Born  9/27/30,  West  Allis,  Wis  ;  BA,  U.  of 
Wis.  ;  Milwaukee,  1957.  Career  path-merchandising/market- 
mg,  t(.  ^32  .  ars,  CEO  7  years.  Compensation:  1988  salary  & 
bonus,  V  356,bi'0;  ownership,  473,000  direct,  3,000  indirect 
shares.  ►  ■  ]x-pin  'k>>  and  dedicated  recreational  bowler  may  have 
gone  overboard  on  acquisitions.  Put  together  biggest  maker  of 
pleasure  boats,  motors;  then  demand  sputtered,  profits  plunged. 
Now,  with  inventory  bloated,  he's  laying  off  workers.  Some  Wall 
Streeters  expect  him  to  sel!  otlier  units,  buy  back  stock. 


BRUSH  WELLMAN 


RAYMOND  A.  FOOS 


Cleveland,  Ohio  216-443-1000 
SALES:  $346  mil.    PROFITS:  $33  mil. 


MARKET  VALUE:  $435  mil. 

►  Born  9/30/28,  Bowling  Green,  Ohio;  BS, 
(1950),  MS  (1953),  Xavier;  PhD  (phys.  chem./eng.),  Iowa  State, 
1954.  Career  path-engineering/technical;  tenure-29  years,  CEO  2 
years.  Compensation:  1988  salary  &  bonus,  $552,000;  ownership, 
78,000  direct,  28,000  indirect  shares.  ►  In  a  year,  lifted  defense 
supplier  to  record  revenues  and  strong  earnings  gains.  A  slowing 
weapons  business  means  tougher  combat;  sold  some  assets  to 
keep  earnings  from  falling.  Hopes  move  into  computers  and  tele- 
corns  will  keep  demand  stable  for  his  beryllium  products. 
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BURLINGTOH  NORTHERN 


Gerald  Grinstein 

Fort  Worth,  Tex.  817-878-2000 

SALES:  $i.  7  bil.    PROFITS:  $207  m  il. 


MARKET  VALUE: 
► 


'J  bil. 


Born  6/26/32,  Seattle,  Wash.;  BA,  Yale, 
1954;  LLB,  Harvard  Law,  1957.  Career  path-legal;  tenure-2 
years,  CEO  9  months.  Compensation:  1988  salary  &  bonus, 
$1,350,000;  ownership,  200,000  shares.  ►  Ex-Western  Airlines 
chief  now  working  on  the  railroad.  After  company  spun  off  ener- 
gy units  into  separate  operation,  he  was  selected  by  fellow  board 
members  to  run  the  company.  Struggling  with  a  pile  of  debt  left 
after  the  spinoff,  but  he's  making  progress.  One  drawback:  He's 
a  long  way  from  his  cherished  salmon-fishing  waters. 


BURLINGTON  RESOURCES 


Thomas  Howard  O'Leary 


Seattle,  Wash.  206-467-3838 
SALES:  $2.2  bil.    PROFITS:  $70  mil. 
MARKET  VALUE:  $7  bil. 


►  Born  3/19/34,  New  York,  N.  Y.;  BA,  Holy 
Cross,  1954;  MBA,  Wharton,  1961.  Career  path-finance/account- 
ing; tenure-7  years,  CEO  9  months.  Compensation:  1988  salary  & 
bonus,  $1,350,000;  ownership,  36,000  shares.  ►  Heads  this  natu- 
ral-resource half  of  old  Burlington  Northern  conglomerate,  spun 
off  last  year.  Becoming  purer  energy  play  just  as  gas  prices  are 
expected  to  rise.  Selling  unrelated  assets  such  as  timber  proper- 
ties; real  estate,  metals  could  go,  too  .  Already  has  vast  gas  re- 
serves. Acquisitions  and  aggressive  drilling  should  add  more. 


C-TEC 


Charles  E.  Parente 
Wilkes-Barre,  Pa.  717-825-1100 
SALES:  $U3  mil.    PROFITS:  $15  )nil. 
market  VALUE:  $378  mil. 


►  Born  11/28/40,  Wyoming,  Pa.;  BS  (account- 
ing). King's,  1962.  Career  path-finance/accounting;  tenure-2 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus,  NA; 
ownership,  12,000  direct,  72,000  indirect  shares.  ►  Former  num- 
ber-cruncher's telecommunications  company  covers  all  the 
bases:  telephones,  cellular  phones,  private-branch  system  design 
and  installation,  information  services,  and  cable  TV.  Recently 
broke  into  cable  big  time  with  buy  of  Centel's  Michigan  fran- 
chises, nearly  tripling  customer  base  and  making  cable's  top  50. 


CABLEVISION  SYSTEMS 

Charles  F.  Uolan 


Woodbury,  N.  Y.  516-364-8450 
SALES:  $4-93  mil.    LOSS:  .$159  mil. 


market  VALUE:  $996  mil. 

►  Born  10/16/26,  Cleveland,  Ohio;  attended 
John  Carroll.  Career  path-merchandising/ marketing,  cable  oper- 
ator; tenure-16  years,  CEO  4  years.  Compensation:  1988  salary  & 
bonus,  $950,000;  ownership,  5,000  indirect  shares.'*  ►  Pugnacious 
cable  pioneer  dueled  with  Paramount  over  right  to  show  Yankees 
games,  then  tried  a  run  at  Time.  Neither  battle  got  anywhere.  Re- 
cently took  a  half  interest  in  NBC's  new  CNBC  channel  and  gave 
the  network  a  stake  in  some  of  his  programming.  Yet  he's  deep  in 
debt  and  faces  tough  new  competitors,  especially  in  sports. 


CABOT 


SAMUEL  W.  BODMAN 
Walt  ham,  Mass.  617-890-0200 
SALES:  $1.6  bil.    PR(MnTS:  $61  mil. 
MARKET  VALUE:  $9S4  »lll. 


►  Born  11/26/38,  Chicago,  111.:  BS  (chem. 
eng.),  Cornell,  1961;  PhD  (chem.  eng.),  MIT,  1964.  Career  path-en- 
gineering/technical, inv.  mgmt./vent  cap.;  tenure-2  years,  CEO 
2  years.  Compensation:  1988  salary  &  bonus,  $400,000;  owner- 
ship, 163,000  direct,  6,000  indirect  shares.  ►  Boundlessly  ener- 
getic boss  used  to  head  Fidelity  Management.  Main  product  is 
carbon  black,  used  in  hundreds  of  products.  Target  market:  tires. 
Spending  to  computerize  production,  build  Pacific  Rim  factories. 
Stock  at  half  breakup;  recently  used  ESOP  to  buy  shares. 


CADENCE  DESIGN  SYSTEMS 


JOSEPH  Ball  Costello 

San  Jose,  Calif.  408-943-1234 

SALES:  $67  mil.    PROFITS:  $13  mil. 


MARKET  VALUE:  $378  mil. 

►  Born  12/6/53,  Norwalk,  Conn.;  BS  (math., 
physics),  Harvey  Mudd,  1974;  MS  (physics),  Yale,  1975.  Career 
path-engineering/technical;  tenure-5  years,  CEO  3  years.  Com- 
pensation: 1988  salary  &  bonus,  $323,000;  ownership,  193,000 
shares.**  ►  After  the  crash  torpedoed  IPO  of  predecessor  compa- 
ny, he  came  to  work  dressed  as  beer-drenched  bag  lady,  handing 
out  useless  prospectuses.  Can  afford  hijinks.  Runs  zooming  sell- 
er of  software  that  makes  it  easier  for  engineers  to  design  com- 
puter chips.  Biggest  challenge  is  managing  hot  growth. 


CAESARS  NEW  JERSEY 

HENRY  GLUCK 


Los  Angeles,  Calif.  213-552-2711 


SALES:  $330  mil.    PROFITS:  $33  mil. 

MARKET  VALUE:  $4.J7  mil. 

►  Born  5/11/28,  Aurich,  Germany;  BS  (econ., 
fin.,  intl.  trade),  Wharton,  1950.  Career  path-general  manage- 
ment; tenure-7  years,  CEO  7  years.  Compensation:  1988  salary  & 
bonus,  $1,018,000'*;  ownership,  none.**  ►  Rumors  strong  that  he 
may  finally  fold  this  Atlantic  City  casino  operator  into  parent 
Caesars  World,  which  owns  86%,  and  which  he  also  heads.  East 
Coast  outpost  no  longer  top  draw,  having  fallen  behind  Donald 
Trump's  Trump  Plaza.  Newer,  glitzier  competitors  also  catching 
up.  Boosting  marketing  in  effort  to  get  back  on  a  roll. 


CAESARS  WORLD 

Henry  Gluck 

Los  A  ngri,  s.  (  ^lUf.  213-552-2711 

SALES:  $833  mil.    PROFITS:  $77  mil. 

MARKET  VALUE:  $981  tnil. 

►  Born  5/11/28,  Aurich,  Germany;  BS  (eco- 
nomics, finance,  international  trade),  Wharton,  1950.  Career 
path-general  management;  tenure-7  years,  CEO  7  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,018,000;  ownership,  150,000 
shares.  ►  Rolling  snake  eyes  lately.  Earnings  are  off  as  he 
spends  more  to  attract  Asian  high  rollers  and  bad  debts  mount. 
Major  rival  Golden  Nugget  just  plunked  down  $600  million  for 
flashy  new  casino  next  door,  and  he's  been  forced  to  counter  with 
a  $150  million  expansion-new  shopping,  restaurants. 
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A  MACHINE  THAT  HELPS  PLANTS  GROW. 


It  takes  nurturing  to  grow  a  business. 

If  you've  got  the  touch,  The  Xerox  Financial 
Machine  can  help  your  business  blossom. 

You  can  lease  or  finance  anything;  from  storage 
tanks  for  increasing  capacity  to  Xerox  copiers  for 
increasing  efficiency.  All  from  Xerox  Credit. 
There's  insurance  for  your  place  of  business  and 
workers  compensation  for  your  employees  from 
Crum  and  Forster.  Van  Kampen  Merritt  capital 
markets  expertise  can  help  you  structure  solid  debt 
funding  for  industrial,  commercial,  and  municipal 
projects.  Investment  banking  and  institutional 


brokerage  are  specialties  of  Furman  Selz.  And 
your  plans  for  retirement  look  pretty  rosy  with  the 
life  insurance  and  annuities  from  Xerox  Life. 

They're  all  part  of  Xerox  Financial  Services;  a 
powerful  group  of  financial  companies  with  over 
$17.5  billion  in  assets.  All  geared  to  help  you  man- 
age your  growth. 

So  you  can  enjoy  the  fruits  of  your  labor. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  your  business  flourish,  just  tell  us  your 
financial  needs.  Write  Xerox  Financial  Services, 
P.O.  Box  5000,  Norwalk,  CT  06856. 


THE    G  OR  P  ORATE  ELITE 


CALIED 


lERRY  A.  ST.  DENNIS 


Los  Angeles,  Calif.  213-932-4321 

SALES:  $2. 7  bil.    PROFITS:  $134  m  il. 

MARKET  VALUE:  $669  mil. 

►  Born  5/27/42,  Tacoma,  Wash.;  BS  (econ.), 
1965;  MS  (econ.),  1967,  UCLA.  Career  path-finance/accounting; 
tenure-8  years,  CEO  3  months.  Compensation:  1988  salary  &  bo- 
nus, NA;  ownership,  12,000  shares.  ►  Took  over  in  July  after 
Manny  Hanny  veteran  John  Torell-on  the  job  for  a  year- 
resigned.  Successor  will  continue  to  divest  unsettled  consumer 
bank's  marginal  insurance  units.  Loan  originations  nosedived  in 
first  half,  but  main  thrift  earning  better  spreads  as  interest  rates 
come  down.  Ex-economics, professor  served  in  Treasury,  0MB. 


CALGON  CARBON 


Thomas  Arthur  McConomy 
Pittsburgh,  Pa.  412-787-6700 
SALES:  $226  mil.    PROFITS:  $29  mil. 


MARKET  VALUE:  $887  mil. 

►  Born  7/26/33,  Wilmerding,  Pa.;  BS  (chem. 


eng.),  Carnegie-Mellon,  1955.  Career  path-engineering/tech- 
nical,  merchandising/marketing;  tenure-34  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $424,000;  ownership,  62,000 
shares.  ►  With  almost  daily  environmental  scares,  his  bet  on  a 
buyout  four  years  ago  well  timed.  Got  rich  when  company  went 
public  in  1987.  Now,  with  earnings  and  revenues  soaring,  he's 
planning  to  expand.  Some  100  cities  may  mandate  carbon-filtered 
drinking  water  and  industry  is  spending  big  on  water  cleanup. 


CALMAT 


A.  FREDERICK  GERSTELL 


Los  Angel e.s,  Calif.  213-258-2777 
SALES:  $626  mil.    PROFITS:  $56  mil. 


MARKET  VALUE:  $830  mil. 

►  Born  2/6/38,  New  York,  N.  Y.;  AB,  Prince- 
ton, 1960.  Career  path-merchandising/marketing;  tenure-14 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$548,000;  ownership,  37,000  shares.'  ►  Thought  he  had  a  deal  to 
sell  $112  million  in  California  real  estate  holdings  to  an  investor 
group,  but  it  fell  through.  Now  the  fly  fisherman  is  casting  for  in- 
dividual buyers  for  a  piecemeal  sale.  May  also  peddle  13  concrete 
plants  to  Japan's  Onoda  Cement.  Hopes  a  big  new  California 
transportation  bill  will  lift  demand  for  his  concrete. 


CAMPBELL  SOUP 

R.  GORDON  MCGOVERN 
Camden,  N.  J.  609-342-4800 
SALES:  $4.9  bil.    PROFITS:  $242  mil. 
MARKET  VALUE:  $6.5  bil. 
►  Born  10/22/26,  Norristown,  Pa. 


BS, 

Brown,  1948;  MBA,  Harvard,  1950.  Career  path-merchandising/ 
marketing;  tenure-34  years,  CEO  9  years.  Compensation:  1988 
salary  &  bonus,  $826,000;  ownership,  35,000  direct,  3,000  indirect 
shares.  ►  Simmering  sale  rumors  keep  the  heat  on  after  death  of 
Dorrance  family  patriarch.  Despite  strong  volume  boost  in  U.  S. 
food,  earnings  growth  is  as  weak  as  watered  soup.  Stock  is  trad- 
ing far  below  breakup  value,  and  he's  in  a  business  where  proper- 
ties sell  at  premium  prices.  Restructuring  to  slash  costs. 


CAPITAL  CITIES/ABC 

THOMAS  S.  MURPHY 


New  York,  N.  Y.  212-456-7777 


SALES:  $4.8  bil.    PROFITS:  $387  mil. 


MARKET  VALUE:  $9.1  bil. 

►  Born  5/31/25,  Brooklyn,  N.  Y.;  BSME,  Cor- 
nell, 1945;  MBA,  Harvard,  1949.  Career  path-broadcasting/pub- 
lishing;  tenure-35  years,  CEO  23  years.  Compensation:  1988  sala- 
ry &  bonus,  $1,031,000;  ownership,  134,000  direct,  4,000  indirect 
shares.  ►  He  gets  some  707'  of  revenues  from  advertising-a  soft- 
ening market.  But  things  could  be  worse:  ABC  may  turn  a  profit, 
807f-owned  ESPN  sports  network  is  riding  cable's  boom,  and  low- 
er newsprint  costs  have  helped  offset  publishing's  sluggishness. 
Spending  more  freely  these  days,  but  still  loathes  high  expenses. 


IRVING  WIDMAR  BAILEY  W 
Louisville,  Ky.  502-560-2000 
SALES:  .$2  bil.    PROFITS:  $190  mil. 


MARKET  VALUE:  $1.9  Ml. 


►  Born  6/8/41,  Cambridge,  Mass.;  BA 
(French),  U.  of  Colo.,  1963;  MBA,  NYU,  1968.  Career  path-finance; 
tenure-9  years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$705,000;  ownership,  42,000  shares.  ►  An  intense,  intellectual 
manager  who  studied  at  the  Sorbonne.  Hiked  productivity  in  life- 
insurance  sales  by  trimming  traditional  agent  force  by  27/'' .  Con- 
tinuing push  into  sluggish  direct-response  mail  and  telephone 
sales.  Expanding  in  securities  and  credit  cards,  but  selling  insur- 
ance to  lower-middle-income  families  is  still  his  No.  1  priority. 


CARNIVAL  CRUISE  LINES 


MICKY  ARISON 


Miami,  Fla.  305-599-2600 

SALES:  $600  mil.    PROFITS:  $196  mil. 

MARKET  VALUE:  $3.3  bil. 

►  Born  6/29/49,  Tel  Aviv,  Israel;  attended  U. 
of  Miami.  Career  path-merchandising/marketing;  tenure-15 
years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$550,000;  ownership,  2,026,000  indirect  shares.^  ►  Fortified  posi- 
tion as  top  cruise  company  with  $650  million  buy  of  Holland 
America  ships,  hotels.  Sea  lanes  stretch  from  Alaska  to  Mexico's 
Riviera  to  the  Caribbean,  with  everything  from  ocean  liners  to 
windjammer  sailboats.  Hotel  business  is  growing:  bought  two 
727s  for  customers  who  choose  not  to  cruise. 


CAROLINA  POWER  &  LIGHT 

SHERWOOD  H.  SMITH  jR. 
Raleigh,  N.  C.  919-546-6111 
SALES:  $2.3  bil.    PROFITS:  $197  mil. 


MARKET  VALUE: 


'.5  bil. 


►  Born  9/1/34,  Jacksonville,  Fla.;  AB  (econ.), 
U.  of  N.  C,  1956;  JD,  U.  of  N.  C.  Law,  1960.  Career  path-legal; 
tenure-24  years,  CEO  10  years.  Compensation:  1988  salary  &  bo- 
nus, $379,000;  ownership,  19,000  direct,  3,000  indirect  shares. 
►  Faces  typical  utility  exec's  dilemma.  After  cost  overruns,  $4 
billion  construction  of  Shearon  Harris  nuke's  finished.  So  job  is 
getting  most  of  that  cost  into  rate  base.  With  expansion  done, 
he's  pushing  for  higher  productivity.  He'll  need  it;  Hurricane 
Hugo  wreaked  havoc  in  his  territory. 


250  •  Business  Week,  October  20,  i989 


FOOTNOTES  APPEAR  ON  PAGE  434 


The  ceo  1000 

( 


THE    CORPORATE  ELITE 
/  ^^^^^^^^^^^^^^^^^^^^^^^^^^^^^ 


CARPEHTER  TECHNOLOGY 


Paul  R.  Roedel 


Reading,  Pa.  215-371-2000 
SALES:  $556  mil.    PROFITS:  $24  mil. 


MARKET  VALUE:  $480  mil. 
►  Born  6/15/27,  Millville,  N. 


J.;  BS  (account- 
ing), Rider,  1948.  Career  path-finance/accounting;  tenure-41 
years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$257,000;  ownership,  19,000  direct,  3,000  indirect  shares.  ►  Likes 
historical  novels  about  the  Far  East,  to  read  up  on  his  specialty 
steelmaker's  toughest  competitors.  Eschewed  diversification  in 
early  '80s.  Restructuring-with  layoffs,  plant  closings,  moderni- 
zation-is starting  to  pay  off,  aided  by  healthy  capital  goods  de- 
mand. Hasn't  had  a  losing  year  since  he  took  the  reins. 


CARTER-WALLACE 


HENRY  H.  HOYT  Jr. 

New  York,  N.  Y.  212-758-4500 

SALES:  $515  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  $766  mil. 

►  Born  8/10/27,  Orange,  N.  J.;  AB,  Prince- 
ton, 1949.  Career  path-management;  tenure-39  years,  CEO  14 
years.  Compensation:  1988  salary  &  bonus,  $1,053,000;  owner- 
ship, 53,000  shares.  ►  Publicity-shy  son  of  founder.  Concentrat- 
ing on  profitable  ethical  drugs,  condoms,  diagnostics.  Sold  Sea  & 
Ski,  Block  Out  sunscreens,  and  Rise  shaving  foams  to  Faberge. 
Bought  Mentor  and  Magnum  condom  businesses  to  complement 
Trojan  line,  but  condom  sales  disappointed  last  year.  Tests  for 
Lyme  disease  and  breast  cancer  are  selling  briskly. 


CASTLE  &  COOKE 

DAVID  H.  MURDOCK 

Los  Angeles,  Calif.  213-824-1500 

SALES:  $2.5  bil.    PROFITS:  $112  mil. 

MARKET  VALUE:  $2.4  bil. 

►  Born  4/10/23,  Kansas  City,  Mo.  Career 
path-f inance/accounting,  entrepreneur;  tenure-4  years,  CEO  4 
years.  Compensation:  1988  salary  &  bonus,  $1,500,000;  owner- 
ship, 13,204,000  direct,  81,000  indirect  shares.  ►  Aroused  Wall 
Street's  interest  when  he  announced  Hawaiian  real  estate  would 
be  split  off  from  Dole  Food.  Pineapple  business  a  tasty  acquisi- 
tion morsel,  and  he  eventually  may  want  to  take  it  private.  Born 
poor,  he  flipped  burgers,  dug  ditches  before  rising  to  real  estate 
riches.  Now  known  for  his  orchids  and  Arabian  horses. 


CATERPILLAR 

GEORGE  A.  SCHAEFER 


Peoria,  III.  309-675-1000 

SALES:  $10.4  bil.    PROFITS:  ,^'67 6'  mil. 

MARKET  VALUE:  $6.6  bit. 

►  Born  6/13/28,  Covington,  Ky.;  BS  (com- 
merce), St.  Louis,  1951.  Career  path-finance/accounting;  ten- 
ure-38  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$662,000;  ownership,  10,000  shares.  ►  Soft-spoken  numbers  man 
is  breathing  a  lot  easier  these  days.  Has  made  this  construction 
equipment  company  leaner  and  more  modern,  posting  record 
profits  last  year.  But  he's  not  out  of  the  woods:  Plant  upgrades 
are  $300  million  over  budget,  commodity  prices  are  crimping  mar- 
gins, and  he  predicts  flat  earnings.  Stock  has  taken  a  drubbing. 


CB&T  BANCSHARES 


JAMES  H.  BLANCHARD 


Columbus,  Ga.  404-649-2201 
SALES:  $250  mil.    PROFITS:  $27  mil 


MARKET  VALUE:  $458  mil. 
►  Born  7/22/41,  Augusta,  Ga 


BBA,  U.  of 
path-finance/ 


CBI  INDUSTRIES 


John  E.  Jones 
Oak  Brook,  III. 


312-572-7000 


SALES:  $1.4  bil.  PROFITS: 


mil. 


Ga.,  1963;  LLB,  U.  of  Ga.  Law,  1965.  Career 
accounting,  legal;  tenure-19  years,  CEO  17  years.  Compensation 
1988  salary  &  bonus,  $367,000;  ownership,  310,000  direct,  26,000 
indirect  shares.  ►  Ex-collegiate  golfer  took  over  when  his  father 
died.  Kept  innovative  regional  banking  company  out  of  the 
rough.  Gobbled  up  a  string  of  other  rural  banks,  leaving  manage- 
ments and  boards  in  place.  This  year's  buys  boosted  assets  10%. 
Converting  broker-dealer  unit  into  a  full-service  brokerage. 


MARKET  VALUE:  $632  mil. 

►  Born  6/24/34,  Kansas  City,  Mo.;  BA,  Carle- 
ton,  1956.  Career  path-banking,  administration;  tenure-10  years, 
CEO  5  months.  Compensation:  1988  salary  &  bonus,  $400,000; 
ownership,  33,000  shares.  ►  Bird-watching  banker  is  first  non- 
engineer  to  run  the  contracting  and  industrial  gas  company. 
Won't  tinker  with  predecessor's  proven  strategy  of  balancing  oil 
rig  jobs  with  others  in  waste  treatment  and  forestry.  Gas  busi- 
ness is  bubbling,  too,  and  it  offsets  down  cycle  in  construction. 
Keeps  his  eye  on  the  ball-and  the  birds-on  the  links. 


CBS 


LAURENCE  ALAN  TiSCH 

New  York,  N.  Y.  212-975-4321 

SALES:  $2.8  bil.    PROFITS:  $283  mil. 

MARKET  VALUE:  $5.1  bil. 

►  Born  3/15/23,  New  York,  N.  Y.;  BS,  NYU, 
1942;  MA  (ind.  eng.),  U.  of  Pa.,  1943.  Career  path-entrepreneur; 
tenure-3  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$1,253,0001;  ownership,  5,857,000  indirect  shares.'"  ►  Still  flush 
with  cash  from  selling  publishing,  record  divisions.  But  where's 
money  going?  Lots  for  sports  broadcasting  rights,  advertising 
and  marketing.  Yet  new  shows  aren't  clicking  and  advertisers 
predict  third-place  ratings  through  1990.  Miami  VHP  station, 
bought  last  year,  hasn't  been  a  great  success. 


CELLULAR  COMMUNICATIONS 

WILLIAM  BRUCE  GINSBERG 
Sew  York,  N.  Y.  212-319-7014 
SALES:  $56  mil.     LOSS:  VV  mil. 
MARKET  VALUE:  $1.4  bil. 
►  Born  3/11/44,  Childress,  Tex.;  BA  (mathe- 


matics), 1966;  PhD  (econ.),  1971,  Harvard.  Career  path-academia, 
communications;  tenure-8  years,  CEO  8  years.  Compensation: 
1988  salary  &  bonus,  $169,000;  ownership,  342,000  shares.'  ►  Ex- 
FCC  regulator  used  venture  funding  to  become  the  dominant  in- 
dependent cellular-phone  player  in  Ohio.  Now  he  has  his  sights 
set  on  Puerto  Rico.  Expanding  in  Europe,  with  systems  in  Germa- 
ny and  Italy.  Also  possible:  a  sale  to  a  bigger  player,  such  as 
shareholder  McCaw  Cellular.  Collects  nautical  maps  of  Norway. 
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CENTEL 

John  P.  Frazee  Jr. 


Chicago,  III.  312-399-2500 
SALES:  $1.1  bil.    PROFITS:  $110  mil. 


MARKET  VALUE:  $3.5  bil. 

►  Born  9/14/44,  Staunton,  Va.;  BA  (polit. 
sci.),  Randolph-Macon,  1966.  Career  path-operations;  tenure-18 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$726,000;  ownership,  15,000  direct,  6,000  indirect  shares. 
►  Ex-college  quarterback  eluded  Asher  Edelman's  tackle  last 
year,  promising  much  to  investors  to  keep  raider  off.  Spun  off  ca- 
ble-TV unit,  plans  big  payout  for  shareholders.  Still  far  from  the 
end  zone:  Spending  on  cellular  phone  unit  depressed  earnings. 
And  he  still  hasn't  found  a  buyer  for  business-systems  unit. 


CENTERIOR  ENERGY 


RICHARD  A.  MILLER 


Independence,  Ohio  216-U7-3100 
SALES:  $2  bil.    LOSS:  $33  mil. 


MARKET  VALUE:  $2.S  bil. 

►  Born  2/9/27,  Cleveland,  Ohio;  BBA,  West- 
ern Reserve,  1950;  LLB,  Harvard  Law,  1953.  Career  path-fi- 
nance/accounting; tenure-29  years,  CEO  1  year.  Compensation: 
1988  salary  &  bonus,  $362,000;  ownership,  22,000  direct,  10,000  in- 
direct shares. '  ►  Inherited  a  truckload  of  troubles  when  he  took 
over  utility.  Within  months,  got  rate  increases  to  cover  invest- 
ment in  two  floundering  nukes.  Wall  Street  yawned.  So  he  an- 
nounced major  cost-cutting  moves.  More  yawns,  stock  slipped  be- 
low book  value.  Stock  buyback  did  the  trick:  Shares  are  up. 


CENTEX 


LAURENCE  E.  HiRSCH 


Dallas,  Tex.  2U-559-6500 


SALES:  $1.S  bil.    PROFITS:  $JiO  mil. 
MARKET  VALUE:  $560  mil. 
►  Born   12/19/45.  New  York, 


N.Y.;  BS 

(econ.),  Wharton,  1968;  JD,  Villanova  Law,  1971.  Career  path-le- 
gal; tenure-5  years,  CEO  1  year.  Compensation:  1988  salary  &  bo- 
nus, $503,000;  ownership,  1,000  shares.  ►  Made  right  decision  to 
take  this  homebuilder  and  cement  maker  out  of  depressed  Texas 
market  and  into  California  and  the  Midwest.  Profits  have  im- 
proved, though  construction  in  Texas  still  lags.  Picked  up  four 
busted  Texas  S&Ls  from  regulators.  Keeps  his  busy  brain  limber 
with  self-improvement  tasks.  This  year's:  tutoring  in  Spanish. 


CENTRAL  &  SOUTH  WEST 


MERLE  LLOYD  BORCHELT 


Dallas,  Tex.  214-754-1000 

SALES:  $2.5  bil.    PROFITS:  $356  mil. 


MARKET  VALUE:  $3.4  bil. 
Born  1/4/26,  Mercedes 


► 

1949 


Tex.;  BS  (elect. 
Career  path-engineering/technical;  ten- 


eng.).  La.  Tech. 

ure-40  years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$373,000;  ownership,  11,000  shares.  ►  New  to  his  job  and  two 
years  from  retirement,  he's  focused  on  problems  with  his  utility's 
South  Texas  nuclear  power  plant.  Cost  overruns  have  sapped  cor- 
porate earnings.  Plant  came  on  line  after  a  decade  of  struggle. 
Now  getting  a  little  rate  relief.  He's  banking  on  acquisitions  for 
more  help.  Keeps  trim  lifting  weights,  jogging,  golfing. 


CENTRAL  FIDELITY  BANKS 

CARROLL  L.  SAINE 


Richmond,  Va.  804-782-4000 


SALES:  $446  mil.    PROFITS:  $49  mil. 

MARKET  VALUE:  $513  mil. 

►  Born  9/14/34,  Lincolnton,  N.  C;  BA,  Lenoir 
Rhyne,  1954;  MS  (business  admin.),  U.  of  Richmond,  1965.  Career 
path-finance/accounting;  tenure-32  years,  CEO  14  years.  Com- 
pensation: 1988  salary  &  bonus,  $475,000;  ownership,  31,000 
shares.  ►  Started  as  a  teller.  Is  that  why  he  recently  made  his 
tellers  the  best-paid  in  the  state?  Not  really.  He's  just  big  on  cus- 
tomer service,  and  they're  on  the  front  lines.  Conservative  but  in- 
novative, he's  opening  mini-branches  in  supermarkets.  Collects 
anything  in  black  and  gold,  the  bank's  corporate  colors. 


CENTRAL  ILLINOIS  PUBLIC  SERVICE 

CLIFFORD  L.  GREENWALT 
Springfield,  III.  217-523-3600 
SALES:  $616  mil.    PROFITS:  $86  mil. 


MARKET  VALUE:  $786  mil. 
►  Born  1/12/33,  Solavo,  N. 


Mex.;  BS  (civil 

eng.),  U.  of  Mo.,  1960;  MBA,  U.  of  111.,  1977.  Career  path-engineer- 
ing/technical; tenure-27  years,  CEO  2  months.  Compensation: 
1988  salary  &  bonus,  $144,000;  ownership,  1,000  direct,  2,000  indi- 
rect shares.'  ►  New  at  the  switch,  strong  opei-ations  manager 
helped  plan  7%  work  force  cut,  renegotiated  coal  contracts,  in- 
creased spot  oil  buys.  With  no  new  capacity  coming  on,  spending 
to  improve  transmission  facilities,  polish  plants,  expand  natural 
gas.  A  cloud:  Regulators  pondering  $36  million  rate  refund. 


CENTRAL  LOUISIANA  ELECTRIC 

Scott  0.  Brame 
Pineville,  La.  318-484-7400 


SALES:  $301  mil.    PROFITS:  $43  mil. 

MARKET  VALUE:  $381  mil. 

►  Born  6/12/28,  Alexandria,  La.;  BS  (account- 
ing), La.  Stfite,  1949.  Career  path-finance/accounting;  tenure-40 
years,  CEO  1  year.  Compensation:  1988  salary  &  bonus,  $188,000; 
ownership,  14,000  direct,  1,000  indirect  shares.''  ►  Many  of  his 
power  peers  would  gladly  swap  jobs.  Utility  is  a  low-cost  produc- 
er, finances  are  in  good  shape.  Best  of  all,  he  has  no  nuclear  prob- 
lems. Economy  in  his  service  area  is  still  a  bit  sluggish.  But  he'll 
need  new  capacity  by  the  mid-1990s.  With  six  grown  children,  he 
has  no  problem  lining  up  a  foursome  for  a  round  of  golf. 


CENTRAL  MAINE  POWER 

JOE  C.  COLLIER  JR. 
Augusta,  Me.  207-623-3521 
SALES:  $654  mil.    PROFITS:  $46  mil. 


MARKET  VALUE:  $443  mil. 

►  Born  11/5/34,  Nashville,  Tenn.;  BS,  Tenn. 
Technological,  1958.  Career  path-sales/marketing/cust.  svc; 
tenure-3  months,  CEO  3  months.  Compensation:  1988  salary  & 
bonus,  NA;  ownership  NA.  ►  Florida  utility  veteran  won  top  job 
after  six-month  search.  Essentially  carrying  on  strategy  of  popu- 
lar predecessor  John  Rowe,  who  restored  once-ailing  company  to 
health.  With  stake  in  troubled  Seabrook  nuke  plant  gone,  he's 
focusing  on  conservation,  third-party  generation,  load  manage- 
ment, and  buying  power  from  Canadian  companies. 
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5  f  jsmian  Kodak  Company,  1989 


An  imposing  majority  of  today's  magazines 
and  newspapers  are  designed  and  written  on 
the  screens  of  Kodak  Atex  computer  systems. 

Kodak  Atex  systems  have  been  the  favorite  of 
magazine  and  newspaper  journalists  around  the 
world  for  over  15  years.  Publications  large 
and  small  are  designed  and  written  on  computers 
driven  by  Atex  software.  The  latest  evolution: 
a  totally  integrated  PC-based  system  for  magazine 
art,  editorial  and  production/makeup  departments. 
Other  kinds  of  publications— instruction  and 
training  manuals  which  need  frequent  updating, 
for  example— are  created  on  the  screens  of  Kodak 
electronic  publishing  systems. 

We  are  more  than  photographs.  We  are  the 
worlds  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960E. 


The  new  vision  of  Kodak 


CENTURY  COMMUNICATIONS 


LEONARD  TOW 


New  Canaan,  Conn.  203-966-8746 

SALES:  $163  mil.    LOSS:  $4  mil. 

MARKET  VALUE:  $978  mil. 

►  Born  5/30/28,  Brooklyn,  N.  Y.;  AB  (econ.), 
Brooklyn,  1950;  MA  (1952),  PhD  (1960),  Columbia.  Career  path- 
management,  finance;  tenure-16  years,  CEO  16  years.  Compensa- 
tion: 1988  salary  &  bonus,  $870,000;  ownership,  10,154,000  direct, 
11,600,000  indirect  shares.**  ►  Shrewd,  professional  manager  of 
cable  systems,  he'll  see  what  he  can  do  with  cellular  phones. 
Picked  up  a  couple  of  million  dollars  worth  and  looking  for  more. 
Meanwhile,  ardent  cable-industry  lobbyist  is  still  in  the  market 
for  systems.  Heavy  cash  flow  finances  big  debt. 


CENTURY  TELEPHONE  ENTERPRISES 


Clarke  M.  Williams  Jr. 
Monroe,  La.  318-388-9500 


SALES:  $184  mil.    PROFITS:  $23  mil. 

MARKET  VALUE:  $889  mil. 

►  Born  9/10/49,  Shreveport,  La.;  attendedll 
Northeast  La.  Career  path-management;  tenure-19  years,  CEO  Sji 
months.  Compensation:  1988  salary  &  bonus,  $396,000;  owner- 
ship, 20,000  direct,  13,000  indirect  shares.  ►  He  started  here 
stringing  lines  and  digging  poles-though  dad,  whom  he  suc- 
ceeds, was  CEO.  Company  is  booming  in  cellular  phones  and  pag- 
ing, especially  in  fast-growing  Florida  market.  Expanding  tradi- 
tional phone  business,  too,  with  acquisition  of  Universal 
Telephone,  financed  with  $28.4  million  stock  offering. 


CETUS 


Robert  A.  Fildes 


Emeryville,  Calif.  415-420-3300 

SALES:  $45  mil.    LOSS:  $23  mil. 

MARKET  VALUE:  $437  mil. 

►  Born  6/5/38,  London,  England;  BS  (chem., 
human  phys.),  1961;  PhD  (biochemical  genetics),  1964,  U.  of  Lon- 
don. Career  path-production/manufacturing,  research/develop- 
ment; tenure-7  years,  CEO  4  years.  Compensation:  1988  salary  & 
bonus,  $462,000;  ownership,  38,000  shares.  ►  Dealmaker  also 
fence  mender.  Settled  bitter  patent  tiff  with  Hoffmann-LaRoche 
over  star  cancer  drug  lnterleukin-2.  Now  he's  made  develop- 
ment, marketing  deal  with  them.  Company  spends  big  for  Inter- 
leukin  launch  in  1990.  Golfs  at  holiday  home  amid  English  lakes. 


CHAMBERS  DEVELOPMENT 


JOHN  G.  Rangos  Sr. 
Pittsburgh,  Pa.  412-242-6237 
SALES;  $137  mil.    PROFITS:  $19  mil. 


MARKET  VALUE:  $764  mil- 

►  Born  7/27/29,  Steubenville,  Ohio;  attended 
Houston  Business.  Career  path-waste  mgmt. /security  svcs.;  ten- 
ure-29  years,  CEO  19  years.  Compensation:  1988  salary  &  bonus, 
$310,000;  ownership,  4,799,000  direct,  1,930,000  indirect  shares.' 
►  Garbage  in,  profits  out.  Aggressive  majority  owner  of  waste 
management  firm  has  seen  earnings  quadruple  since  1986.  As  en- 
vironmental regs  and  higher  costs  push  smaller  companies  from 
the  business,  he's  looking  at  100  possible  acquisitions,  including 
recyclers,  long-distance  haulers.  Goal:  $250  million  in  sales. 


CHAMPION  INTERNATIOHAL 


ANDREW  C.  SIGLER 


Stamford,  Conn.  203-358-7000 
SALES:  $5.1  bil.    PROFITS:  $456  mil. 


MARKET  VALUE:  $3.5  bil. 


►  Born  9/25/31,  Brooklyn,  N.  Y.;  AB,  Dart- 
mouth, 1953;  MBA,  Amos  Tuck  (Dartmouth),  1956.  Career  path- 
merchandising/marketing;  tenure-32  years,  CEO  15  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,377,000;  ownership,  99,000 
shares.  ►  Tough  talking  ex-Marine  shifts  his  ire  from  raiders  to 
big  institutional  investors.  Charges  they  wield  excessive  power. 
(No  surprise:  They  own  707^'  of  his  paper  and  timber  company.) 
Posted  record  earnings  last  year  but  flat  demand,  new  industry 
capacity  hurt  first-half  results.  Possible  labor  strife  looms. 


CHAPARRAL  STEEL 

GORDON  E.  FORWARD 


Midlothian,  Tex.  214-775-8241 
SALES:  $376  mil.    PROFITS:  $31  mil. 


MARKET  VALUE:  $385  mil. 

►  Born  7/15/36,  Vancouver,  B.  C,  Canada; 
BS  (metallurgy),  U.  of  British  Columbia,  1960;  PhD  (metal.),  MIT, 
1966.  Career  path-engineering/technical;  tenure-14  years,  CEO  7 
years.  Compensation:  1988  salary  &  bonus,  $306,000;  ownership, 
1,000  shares.**  ►  Coals  to  Newcastle?  He's  shipped  load  of  steel  I- 
beams  from  his  minimill  to  Japan-the  only  U.  S.  maker  certified 
as  a  Japan  Industrial  Standards  manufacturer.  An  advocate  of 
strong  technology,  participatory  management.  His  goal  is  to  low- 
er costs  to  help  him  fend  off  tough  Korean  competition  in  U.  S. 


CHARMING  SHOPPES 


DAVID  WACHS 


Bensalem,  Pa.  215-245-9100 
SALES:  $725  mil.    PROFITS:  $38  mil. 


MARKET  VALUE:  $850  mil. 


►  Born  4/26/26,  Philadelphia,  Pa.;  attended 
Wharton.  Career  path-merchandising;  tenure-39  years,  CEO  2 
years.  Compensation:  1988  salary  &  bonus,  NA;  ownership, 
1,798,000  direct,  103,000  indirect  shares.  ►  Member  of  founding 
family  took  over  to  straighten  out  lagging,  no-image  fashion  re- 
tailer. Taking  advantage  of  industry  upswing.  He's  hired  new 
buyers,  reorganized  merchandising,  product  lines.  Also  moving 
into  new  markets-Pacific  Northwest,  Texas.  Analysts  wonder 
whether  promotional  tactics  will  establish  strong  store  image. 


CHASE  MAHHATTAN 

WiLLARD  Carlisle  Butcher 


New  York,  N.  Y.  212-552-i 

SALES:  $12.4  bil.     PROFITS:  $1.1  bil. 

market  VALUE:  $3.5  bil. 

►  Born  10/25/26,  New  York,  N.  Y.;  BA 
(econ.).  Brown,  1947.  Career  path-finance/accounting;  tenure-42 
years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$1,458,000;  ownership,  6,000  direct,  7,000  indirect  shares.  ►  Third 
World  debt  debacle  weighs  heavily.  Cuts  costs,  streamlines  trad- 
ing while  looking  to  stock  market  for  more  capital.  His  money- 
center  bank's  revenues  and  earnings  are  sluggish.  Chasing  Citi- 
bank in  credit  cards,  expanding  in  corporate  finance,  investment 
banking.  Civil  War  buff  likes  classical  music. 
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The  arts  of  page  makeup,  color  separating 
and  color  correcting  are  all  becoming  part  of 
computer  science.  Once  again,  Kodak  leads. 

The  once  complex  process  of  producing  color 
separations  for  printing  is  now  incredibly  simple. 
Manual  cut-and-paste  operations  can  now 
be  accomplished  on  the  screen  of  a 
computer  And,  a  state-of-the-art  color 
system  permits  image  manipulation— a 
truly  magical  ability  to  enhance  photo- 
graphs and  artwork— with  equal  ease. 

We  are  more  than  photographs. 
We  are  the  world's  premier  graphics 
imaging  company.  For  more  details  on 
enhancing  the  graphic  arts  tradition, 
call  1 800  445-6325,  Ext.  960F. 
The  new  vision  of  Kodak 


The  new  vision  of  Kodak 


T  H  E    C  Q,R  P  0 


CHEMED 

EuwARu  Luke  Hutton 


Cincinnati,  Ohio  513-762-6911 
SALES:  $501  mil.    PROFITS:  $21  mil. 
MARKET  VALUE:  $S80  mil. 

►  Born  5/5/19,  Bedford,  Ind.;  BS  (business), 
1940;  MS  (business),  1941,  Ind.  Career  path-finance/accounting; 
tenure-38  years,  CEO  18  years.  Compensation:  1988  salary  &  bo- 
nus, $652,000;  ownership,  20,000  direct,  10,000  indirect  shares. 
►  Hands-on  manager,  with  a  hght  touch.  Been  CEO  since  W.  R. 
Grace  spun  off  the  company  in  1970,  paying  a  higher  dividend  ev- 
ery year.  Three  major  units:  DuBois  Chemicals,  National  Sani- 
tary Supply,  Roto-Rooter.  May  spin  off  DuBois  to  boost  operat- 
ing income.  Does  stonework  around  the  house  and  at  his  farm. 


'fit 


CHEMICAL  BANKING 


Walter  V.  Shipley 


Neiv  York,  N.  Y.  212-310-6161 
SALES:  $7.6  bil.    PROFITS:  $754  mil. 
MARKET  VALUE:  $2.5  bil. 


►  Born  11/2/35,  Newark,  N.  J.;  BS,  NYU, 
1961.  Career  path-corporate  lending;  tenure-33  years,  CEO  6 
years.  Compensation:  1988  salary  &  bonus,  $1,382,000;  owner- 
ship, 16,000  direct,  16,000  indirect  shares.  ►  Aggressive  acquisi- 
tor  who  is  still  struggling  with  the  biggest  of  his  purchases-the 
1987  buy  of  troubled  Texas  Commerce  Bancshares.  TCB  is  still 
swimming  in  nonperforming  loans.  The  result:  His  bank's  ratio  of 
nonperforming  assets  to  outstanding  loans  is  among  the  highest 
of  money-center  banks.  May  have  to  take  a  more  personal  role. 


CHEMICAL  WASTE  MANAGEMENT 


JERRY  E.  DEMPSEY 


Oak  Brook,  III.  312-218-1500 
SALES:  $700  mil.    PROFITS:  $117  mil. 


MARKET  VALUE:  $4  bil. 

►  Born  10/1/32,  Landrum,  S.  C ;  BS  (mech. 
eng.),  Clemson,  1954;  MBA,  Ga.  State,  1967.  Career  path-engi- 
neering/technical; tenure-5  years,  CEO  3  years.  Compensation: 
1988  salary  &  bonus,  $564,000;  ownership,  20,000  direct,  1,000  in- 
direct shares.  ►  Nuts-and-bolts  operations  man  who  loves  regu- 
lation: The  bigger  the  crackdown  on  hazardous  waste,  the  better 
for  him.  Current  good  news  includes  asbestos,  medical  waste. 
Cleans  contaminated  sites  with  portable  incinerators.  National 
network  of  licensed  dump  sites  is  something  newcomers  lack. 


CHESAPEAKE 


JOSEPH  CARTER  FOX 


Richmond,  Va.  804-697-1000 

SALES:  $711  mil.    PROFITS:  $52  mil. 

MARKET  VALUE:  $461  mil. 

►  Born  9/8/39,  Petersburg,  Va.;  BS  (physics, 
eng.),  Washington  &  Lee,  1961;  MBA,  U.  of  Va.,  1963.  Career 
path-finance/accounting,  planning  &  dev.;  tenure-30  years,  CEO 
9  years.  Compensation;  1988  salary  &  bonus,  $604,000;  owner- 
ship, 83,000  direct,  11,000  indirect  shares.  ►  Demanding  boss  has 
converted  old-line  box  company  into  specialty  pulp-and-paper 
maker.  Now  overseeing  ambitious  modernization  and  expansion 
program  to  increase  efficiency  and  output  of  mills,  plants.  Out- 
doorsman  likes  boating,  fox-hunting,  fishing. 


CHEVRON 


KENNETH  TiNDALL  DERR 


San  Francisco,  Calif.  415-891,-7700 
SALES:  $25.2  bil.    PROFITS:  $1.8  bil. 


MARKET  VALUE:  $19.5  bil. 

►  Born  8/4/36,  Wilkes  Barre,  Pa.;  BS  (mech. 
eng.),  1959;  MB.A,  1960,  Cornell.  Career  path-engineering/tech- 
nical, finance/accounting;  tenure-29  years,  CEO  9  months.  Com- 
pensation: 1988  salary  &  bonus,  $808,000;  ownership,  28,000  di- 
rect, 19,000  indirect  shares.  ►  Lifer  new  to  job.  Predecessor  left 
him  in  good  shape  now  that  merger  with  Gulf  is  absorbed.  First 
boss  to  hold  an  MBA  concentrates  on  improving  financial  account- 
ability, spending  on  downstream  operations.  Also  spent  $2.5  bil- 
lion at  Tenneco  gas  auction.  A  mean  man  at  dominos. 


CHRIS-CRAFT  IHDUSTRiES 

HERBERT  J.  SlEGEL 


New  York,  N.  Y.  212-421-0200 
SALES:  $251  mil.    PROFITS:  $21  mil. 


MARKET  VALUE:  $867  mil. 


►  Born  5/7/28,  Philadelphia,  Pa.;  BA  (journal- 
ism), Lehigh,  1950.  Career  path-entrepreneur;  tenure-29  years, 
CEO  29  years.  Compensation:  1988  salary  &  bonus,  $1,071,000; 
ownership,  81,000  shares.  ►  Runs  profitable  mid-size  TV-station 
group,  but  really  known  for  a  notorious  feud  with  Time  Warner's 
Steve  Ross.  Warner  stock  produced  much  of  his  company's  prof- 
its. Now  he'll  make  a  bundle  from  the  Time  Warner  merger  since 
management  met  his  terms  for  not  blocking  the  deal.  How  to 
spend  the  money  now  that  TV  ownership  is  less  enticing? 


CHRYSLER 


Lke  a.  Iacocca 


Highland  Park,  Mich.  313-956-5741 

SALES:  $35.5  bil.     PROFITS:  $1.1  bil. 

MARKirr  VALUE:  $6.3  bil. 

f  Born  10/1.V24,  Allentown,  Pa.;  BS  (ind. 
enj,'  ..igh,  i"j45;  MSE  (mech.  eng.),  Princeton,  1946.  Career 
path- r  .(-;-c!iandising/m;)rl:eting;  tenure-U  years,  CEO  10  years. 
Compe.  ..tion:  1988  salary  &  bonus,  $1,466,000;  ownership, 
287,000  ares.  ►  Two-time  best-selling  author  faces  big  chal- 
lenges before  '91  retireiTKjnt.  Critical  project:  replace  aging  K-car 
chassis.  Funding  heavy  R&D  even  as  sales  slump  and  rich  incen- 
tives pinch  margins.  With  relatively  v ciik  standing  overseas,  a 
U.  S.  downturn  could  hurt.  Takeover/LBu/restructuring  talk. 


CHUBB 


Dean  O'Hare 


Warren,  N.  J.  201-580-2000 

SALES:  $4  bil.    PROFITS:  $373  mil. 

MARKET  VALUE:  $3.2  bil. 

►  Born  6/21/42,  Jersey  City,  N.  J.;  BS,  NYU, 
1963;  MBA,  Pace,  1968.  Career  path-finance/accounting;  ten- 
ure-26  years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$757,000;  ownership,  9,000  shares.  ►  Following  takeover  rumors, 
formed  employee  stock-ownership  plan  to  fund  stock  buyback. 
Major  internal  debate  over  whether  to  make  new  insurance  ac- 
quisitions when  core  units  that  insure  everything  from  pricey 
homes  to  corporate  directors  are  doing  well.  Known  for  his  year- 
round  tan  and  impeccable  tailoring. 
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ELITE 


CIGNA 

Wilson  H.  Taylor 


Philadelphia,  Pa.  215-5234000 
SALES:  $17.9  Ml.    PROFITS:  $410  mil. 
MARKET  VALUE:  $A.9  Ml. 


►  Born  11/17/43,  Hartford,  Conn.;  BS,  Trin- 


ity, 1964.  Career  path-finance/accounting;  tenure-25  years,  CEO 
11  montiis.  Compensation:  1988  salary  &  bonus,  $1,081,000';  own- 
ership, 28,000  shares.  ►  With  flat  prices  on  casualty  and  group  in- 
surance, and  regulators  talking  about  reining  in  prices  even 
more,  he's  tightening  costs.  Sold  individual  insurance- products 
division,  agreed  to  spin  off  individual  life  unit  to  managers.  May 
divest  more.  Remains  committed  to  managed  health  care,  mainly 
HMOs,  even  in  rocky  times.  Fan  of  rock  music,  Indian  food. 


CILCORP 


ROBERT  0.  VIETS 


Peoria,  III.  309-672-5167 


SALES:  $471  mil.    PROFITS:  $49  mil. 
MARKET  VALUE:  $495  mil. 
►  Born  12/8/43,  Girard,  Kan 


BS  (econ.), 

Washburn,  1965;  JD,  Washington  Law,  1969.  Career  path-fi- 
nance/accounting; tenure-17  years,  CEO  2  years.  Compensation: 
1988  salary  &  bonus,  $194,000;  ownership,  2,000  shares.^  ►  Trou- 
bles with  state  regulators  sent  utility  revenues  down  37'  in  1988 
even  though  kilowatt  sales  rose  7%.  Civic  booster  hopes  growth 
at  top  customer  Caterpillar  will  help.  He's  pushing  non-electric 
business,  where  revenues  more  than  doubled.  Biggest  boost 
from  long-distance  operation,  architectural  and  engineering  unit. 


CINCINNATI  BELL 


DWIGHT  H.  HlBBARD 


Cincinnati,  Ohio  513-397-9900 
SALES:  $738  mil.    PROFITS:  $84  mil. 
MARKET  VALUE:  $1.9  bil. 


►  Born  7/27/23,  Hadley,  Mass.;  BA  (physics/ 
math),  Amherst,  1947;  BSEE,  Amherst,  MIT,  1949.  Career  path 
-engineering/technical;  tenure-25  years,  CEO  5  years.  Compen- 
sation: 1988  salary  &  bonus,  $645,000';  ownership,  29,000  direct, 
55,000  indirect  shares.  ►  Embroiled  in  wiretap  scandal.  Two  for- 
mer employees  allege  officials  authorized  extensive  taps  of  local 
citizens,  a  charge  he  denies.  Case  overshadows  his  solid  perfor- 
mance. Reached  five-year  target  of  257  of  earnings  from  such 
new  businesses  as  software,  cellular  phone  billing. 


CINCINNATI  FINANCIAL 

John  J.  schiff 

Cincinnati,  Ohio  513-870-2000 

SALES:  $910  mil.    PROFITS:  $125  mil. 

MARKET  VALUE:  $1.3  Ml. 

►  Born  4/19/16,  Cincinnati,  Ohio;  BS  (busi- 
ness, marketing),  Ohio  State,  1938.  Career  path-merchandising/ 
marketing,  finance/accounting;  tenure-39  years,  CEO  2  years. 
Compensation:  1988  salary  &  bonus,  $549,000;  ownership,  571,000 
direct,  53,000  indirect  shares.  ►  Keeps  reminding  directors  to  re- 
duce his  role  if  they  see  fit.  Already  gave  up  titles  of  chairman  to 
son  John  Jr.  and  president  to  Robert  Morgan.  Expects  CEO  title 
to  go  in  next  two  years.  Until  then,  he  spends  much  of  his  time  on 
the  road,  visiting  with  independent  agents  who  sell  his  insurance. 


CINCINNATI  GAS  &  ELECTRIC 

JACKSON  H.  RANDOLPH 
Cincinnati,  Ohio  51.1-.iSl-J000 


SALES:  $1.4  Ml.  PROFITS:  $227  mil. 
MARKET  VALUE:  $1.4  Ml. 


►  Born  11/17/30,  Cincinnati,  Ohio;  BBA,  1958; 
MBA,  1968,  U.  of  Cincinnati.  Career  path-finance/accounting; 
tenure-30  years,  CEO  3  years.  Compensation:  1988  salary  &  bo- 
nus, $305,000;  ownership,  1,000  direct,  7,000  indirect  shares." 
►  Faces  D-Day  in  1991,  when  completion  set  for  Zimmer  nuclear 
plant's  conversion  to  coal.  Needs  to  keep  project  on  schedule,  on 
budget  to  avoid  raising  customer  ire.  Dividends  are  inching  up- 
ward, but  earnings  are  flat.  He's  formed  a  management-culture 
team  aimed  at  getting  ideas  to  bubble  up  from  below. 


CINCINNATI  MILACRON 

JAMES  A.  D.  GEIER 


Cincinnati,  Ohio  513-841-8100 
SALES:  $858  mil.    PROFITS:  $25  mil. 


MARKET  VALUE:  $505  mil. 

►  Born  12/29/25,  Cincinnati,  Ohio;  attended 
Williams.  Career  path-administration;  tenure-38  years,  CEO  13 
years.  Compensation:  1988  salary  &  bonus,  $685,000;  ownership, 
267,000  direct,  1,506,000  indirect  shares.  ►  Grinding  way  through 
a  restructuring  announced  last  year.  Goal  is  to  cut  costs,  shake 
up  marketing  and  product  development.  Demand  rose,  but  bottle- 
necks at  factories  have  squeezed  shipments  and  lowered  profits. 
Recently  dumped  semiconductor  materials  business.  Still  ex- 
panding in  plastics  machinery. 


CINTAS 

Richard  T.  Farmer 

Cincinnati,  Ohio  513-489-4000 

SALES:  $205  mil.    PROFITS:  $17  mil. 

MARKET  VALUE:  $562  mil. 

►  Born  11/22/34,  Dayton,  Ky.;  BA  (business), 
Miami  U.  (Ohio),  1956.  Career  path-merchandising/marketing; 
tenure-32  years,  CEO  21  years.  Compensation:  1988  salary  &  bo- 
nus, $314,000;  ownership,  4,828,000  direct,  302,000  indirect 
shares.  ►  Aiming  to  be  McDonald's  of  the  uniform  business,  with 
outlets  in  every  major  city  replacing  mom-and-pop  outfits.  Ac- 
quiring every  local  one  he  can  and  setting  up  from  scratch  where 
he  can't.  Changing  industrial  fashion  with  heavy  advertising  and 
marketing.  Ex-Marine  champions  participatory  management. 


    CIRCLE  K 

ri^H  Karl  Eller 
^  Phoenix,  Ariz.  602-253-9600 
■    W^k    >ALi:S:  $3.5  Ml.     PROFITS:  $15  mil. 
A^iSl  VALUE:  $463  mil. 
  ^    ►  Born  6/20/28,  Chicago^  III;' Bs' (business), 

U.  of  Ariz.,  1952.  Career  path-merchandising/marketing;  ten- 
ure-6  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 


),000;  ownership,  3,113,000  shares.  ►  Fast-moving  ex-boss  of 
Columbia  Pictures  unit  apparently  quit  try  at  convenience  chain 
LBO.  No  other  buyer  emerged,  and  company  took  itself  off  the 
market.  In  six  years,  Eller  nearly  quadrupled  number  of  stores  to 
4,685,  making  chain  second-largest  in  the  business.  But  heavy 
debt  from  expansion,  cutthroat  competition  hurt  results. 
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THE  CORPO 


CIRCUIT  CITY  STORgS 


Richard  l.  Sharp 


Richmond,  Va.  804-257-4^92 

SALES:  $1. 7  Ml.     PROFITS:  $69  mil. 

MARKET  VALUE:  $1.1  Ml. 

►  Born  4/12/47,  Washington,  D.  C;  attended 
U.  of  Va.,  William  &  Mary.  Career  path-engineering/technical; 
tenure-7  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$767,000; "ownership,  569,000  shares.  ►The  new  Sam  Walton? 
Staffers  hail  him  as  the  age's  retail  genius.  His  chain  of  electron- 
ics megastores  is  one  of  the  fastest-growing  in  the  U.  S.,  with  20 
openings  a  year.  Dominates  new  markets  with  an  obsession  for 
detail-whether  it's  pricing,  inventories,  marketing.  Nice  guy  who 
listens  to  managers,  he's  working  to  improve  his  tennis  game. 


CIRCUS  CIRCUS  ENTERPRISES 


William  Gordon  Bennett 

Las  Vegas,  Nev.  702-734-0410 

SALES:  $512  mil.    PROFITS:  $72  mil. 

MARKET  VALUE:  $1.4  Ml. 

►  Born  11/16/24,  Glendale,  Ariz.;  attended! 
Phoenix  Coll.  Career  path-merchandising/ marketing,  adminis-i 
tration,  operations;  tenure-15  years,  CEO  15  years.  Compensa-! 
tion:  1988  salary  &  bonus,  $634,000;  ownership,  9,792,000  direct, 
6,671,000  indirect  shares.  ►  Building  a  $290  million  casino  with 
medieval  castle  motif-complete  with  tournaments,  street  jug- 
glers. Now  one  of  the  industry's  most  profitable  operators,  but 
current  Vegas  construction  boom  makes  his  project  a  risky  bet. 
Model  airplane  enthusiast  built  a  mini-airport  at  his  ranch. 


CITICORP 


loHN  Shepard  Reed 


\-ew  York,  N.  Y.  212-559-1000 
SALES:  $32  Ml.     PROFITS:  $1. 7  Ml. 
MARKET  VALUE:  $10.5  Ml. 
►  Born  2/7/89,  Chicago,  111. 


BA  (Am.  lit.), 

Washington  &  Jefferson,  1961;  BS  (ind.  mgmt.,  metlgy.)  MIT, 
1961;  MS  (management),  MIT,  1965.  Career  path-operations;  ten- 
ure-24  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$1,798,000;  ownership,  407,000  shares.  ►  Grew  up  in  South  Amer- 
ica, fluent  in  Spanish.  Hasn't  yet  said  adios  to  LDC  debt  problem, 
but  making  progress:  Reduced  exposure  by  $1.2  billion  last  year. 
Pushing  diversification  as  consumer  bank  and  huge  credit-card 
business  continue  to  be  big  winners.  Wall  Street's  impressed. 


CITIZENS  &  SOUTHERN 

Bennett  A.  Brown 


Atlanta,  Ga.  404-581-2121 
SALES:  $2.1  Ml.    PROFITS:  $206  mil. 


.MARKET  VALUE:  $2.1  Ml. 


>  Born  6/1/29,  Kingstree,  S.  C;  BS  (business 
admin.),  Presbyterian,  1950.  Career  path-finance/accounting; 
tenure-34  years,  CEO  11  years.  Compensation:  1988  salary  &  bo- 
nus, $805,000';  ownership,  53,000  direct,  61,000  indirect  shares. 
►  Folksy  boss  turned  near-insolvent  company  into  one  of  South's 
most  profitable  banks,  attracted  hostile  bid  by  NCNB,  which  he 
instructed  to  "go  the  hell  back  to  North  Carolina."  To  make  sure 
it  stays  there,  hopes  to  merge  with  neighboring  Sovran  Financial, 
creating  1,000-branch  Avantor  Financial-too  big  to  mess  with. 


CITIZENS  UTILITIES 


ishier  Jacobson 

Stamford,  Conn.  203-329-8800 
SALES:  $302  mil.    PROFITS:  $77  mil. 


MARKET  VALUE:  $2  Ml. 

►  Born  6/21/22,  Worcester,  Mass.;  AB  (liber- 
al arts),  Clark,  1946;  MS  (mech.  eng.).  Harvard,  1947;  LLB,  Har- 
vard Law,  1951.  Career  path-legal,  regulatory,  operations;  ten- 
ure-35  years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$495,000;  ownership,  3,000  direct,  3,000  indirect  shares.  ►  Wow, 
45  years  of  profit  growth,  more  ahead.  He's  in  water,  gas,  elec- 
tricity, telephones,  paging  systems.  With  former  Chairman  Rich- 
ard Rosenthal  out  of  the  picture,  he's  spending  $95.7  million  on 
telecommunications  business,  trying  to  rework  capital  structure. 


4^ 

SI.,'' 


CITY  NATIONAL 

Bra.m  Goldsmith 


Beverly  Hills,  Calif.  213-550-5400 
SALES:  $371  mil.    PROFITS:  $49  mil. 


MARKET  VALUE:  $766  mil. 
►  Born  2/22/23,  Chicago,  111.: 


attended  U.  of 

111.  Career  path-real  estate  development;  tenure-14  years,  CEO 
14  years.  Compensation:  1988  salary  &  bonus,  $879,000;  owner- 
ship, 4,237,000  shares.'  ►  Avoided  many  of  other  banks'  pitfalls: 
foreign  exposure,  loans  for  farms  and  energy.  Boasts  state's  top 
return  on  assets.  Favors  midsize  companies  and  wealthy  enter- 
tainers as  customers;  often  gives  them  his  direct  phone  number. 
He  and  his  son  control  Republic  Pictures,  which  sells  videos  from 
its  library  of  old  John  Wayne,  Laurel  and  Hardy  movies. 


CLARK  EQUIPMENT 

'.Ro  Joseph  McKernan 

South  Bend,  Ind.  219-239-0100 

ALES:  $1.3  ML    PROFITS:  $44  mil. 

MARKET  VALUE:  $738  mil. 

►  Born  2/17/38,  Philadelphia,  Pa.;  attended 
lona,  N'YU,  II.  of  Bridgeport.  Career  path-merchandising/mar- 
keting,  uroduction/manufacturing;  tenure-15  years,  CEO  3 
years.  Ck..''-';pen~^at!or;;  1988  salary  &  bonus,  $863,000;  ownership, 
12,000  di.  4. GOO  indirect  shares.  ►  Dug  his  way  out  of  deep 
hole  of  two ;  ear^  ago.  Tightened  operations,  shut  old  plants,  built 
new  ones.  Posled  best  profits  of  the  decade.  Trying  to  stay  ahead 
of  tough  new  Japanese  rivals  in  U.  S.  and  build  international  busi- 
ness. Has  ventures  with  Sv/eden's  Volvo  and  Korea's  Samsung. 


CLEVELAND-CLIFFS 


M.  THOMAS  MOORE 


Cleveland,  Ohio  216-694-5700 
SALES:  $393  mil.    PROFITS:  $45  mil. 
MARKET  VALUE:  $382  mil. 
►  Born  10/10/34,  Brooklyn,  N. 


Y.;  BS  (busi- 
ness), Ind.  U.  (Pa.),  1956.  Career  path-finance/accounting,  div. 
mgmt.;  tenure-23  years,  CEO  3  years.  Compensation:  1988  salary 
&  bonus,  $635,000;  ownership,  44,000  shares.  ►  Engineered  glit- 
tering turnaround  of  his  pallid  iron-ore  miner  after  major  re- 
structuring to  beat  back  a  dissident  shareholder.  Enjoys  capacity 
production,  record  earnings,  and  he's  resumed  dividend  pay- 
ments on  common  stock.  One  disappointment:  He  lost  his  bid  to 
buy  the  big  Reserve  Mine  on  Minnesota's  iron  range. 
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^  Canada. 
A  business  move 


investing  and  living  in  Canada 
wrings  special  benefits  for  experi- 
!nced  business  people. 

Canada  welcomes  business  peo- 
ple ready  to  make  an  employment- 
creating  investment.  Our  unique 
Business  Immigration  Program 
acilitates  the  process  of  becoming 
I  permanent  resident. 

Canada  will  help  your  business 
deas  prosper.  We  back  them 
^th  a  technologically  advanced 
nfrastructure,  easy  access  to 
Morth  America's  major  markets, 
i  highly  educated  and  skilled 
,vork  force,  and  an  attractive 
exchange  rate  that  enhances 


your  competitive  edge. 

Today,  your  potential  for  suc- 
cess is  greater  than  ever  because 
the  new  U.S. -Canada  Free  Ti'ade 
Agreement  is  accelerating  integra- 
tion of  the  two  markets. 

Canada  offers  an  uncommon 
blend  of  urban  sophistication  and 
unspoiled  natural  beauty.  That's 
one  of  many  reasons  why  the 
quality  of  life  here  is  as  attractive 
as  the  investment  potential. 

Complete  the  coupon  to  explore 
the  scope  of  Canada's  unique 
Business  Immigration  Program. 
We  think  it's  an  opportunity  you'll 
feel  very  much  at  home  with. 


Please  mail  your  information  package 
on  the  Business  Immigration  Program 
and  investment  opportunities 
in  Canada. 


Name 


Title 


Address 


Telephone 
Mail  to: 

Canadian  Consulate  General, 
1251  Avenue  of  the  Americas, 
New  York,  N.Y.  10020-117.5 

■    External  Affairs     Affaires  exterieures 
^  ■  Canada 


Canada 


Canada 


T  H  E    C  0  R  P  0  R  AT 


CLOROX 


Charles  R.  Weaver 


Oakland,  Calif.  415-271-7000 


SALES:  $1.3  bil.    PROFITS:  $133  mil. 


MARKET  VALUE:  $2.Jf  Ml. 


►  Born  9/16/28,  Kingman,  Ind.;  BS  (business 
1950.  Career  path-merchandising/marketing; 


adm.),  Purdue 

tenure-36  years,  CEO  4  years.  Compensation;  1988  salary  &  bo- 
nus, $736,000';  ownership,  134,000  direct,  1,000  indirect  shares. 
►  Accomplished  niche-marketer  hopes  new  detergent  will  speed 
growth  at  this  one-time  Procter  &  Gamble  unit.  But  new  product 
off  to  a  slow  start  in  West.  Should  he  pull  the  plug?  Selling  off 
company's  paint  business,  leading  Wall  Street  to  wonder  what 
he'll  do  with  proceeds.  Stock  buyback  seems  likely. 


CMS  ENERGY 


William  t.  McCormick  Jr. 


Dearborn,  Mich.  313-436-9200 


SALES:  $2.9  bil.  PROFITS:  $296  mil. 
MARKET  VALUE:  $2.7  bil. 


►  Born  9/12/44,  Washington,  D.  C;  BS  (eng. 
1966;  PhD  (nuclear  eng.),  MIT,  1969.  Career  j 


physics),  Cornell 
path-federal  govt. /energy  mgmt.;  tenure-4  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $625,000;  ownership,  50,000 
shares.  ►  After  converting  canceled  $4.1  billion  nuclear  plant  to 
cogeneration,  he's  steering  for  less-regulated  fields:  oil  and  gas, 
waste-to-energy,  more  cogeneration.  One  lingering  cloud:  He 
still  has  to  write  off  up  to  $400  million  in  unused  nuclear  assets  at 
the  Midland  plant.  Avid  jogger,  he  also  hunts,  fishes,  and  golfs. 


CNA  FINANCIAL 

P:dWARD  J.  NOHA 
Chicago,  III.  312-822-5000 


SALES:  $8.2  bil.    PROFITS:  $404  mil. 

MARKET  VALUE:  $5.4  bil. 

►  Born  8/25/27,  New  York,  N.  Y.;  BBA,  Pace, 
1951.  Career  path-administration;  tenure-15  years,  CEO  15 
years.  Compensation:  1988  salary  &  bonus,  $1,374,000;  owner- 
ship, NA.'  ►Though  property /casualty  insurance  is  in  the 
dumps,  he's  on  the  march  again:  After  a  slight  drop  in  1988,  in- 
come from  premiums  gained  50'/-  in  first  half  of  this  year.  He's 
pushing  package  of  long-term  care  with  life  insurance.  Stumps 
against  California-style  insurance  reform,  inveighs  against  "re- 
form zealots."  Chairman  and  807f'  owner  Larry  Tisch  approves. 


COASTAL 


Oscar  Sherman  Wyatt  Jr. 

Houston.  Te.r.  713-877-1400 

SAI  ES:  $8.2  mil.    PROFITS:  $157  mil. 


market  VALUE:  $2.6  bil. 

►  Born  7/11/24,  Beaumont,  Tex.;  BA  (mech. 


eng.),  Tex.  A&M,  1949.  Career  path-production/manufacturing; 
tenure-34  years,  CEO  34  years.  Compensation:  1988  salary  &  bo- 
nus, $994,000;  ownership,  2,293,000  direct,  192,000  indirect  \ 
shares.  ►  Savvy  socialite  oilman  has  turned  pipeliner  into  a  pow-  | 
erhouse.  Keys:  keeps  costs  low,  moves  nimbly  with  trends.  Pro-  f 
posing  new  pipelines  to  serve  Southern  California,  Florida,  New  I 
England.  On  the  block:  half-interest  in  six  refineries,  trucking  { 
unit.  President  James  R.  Paul  will  take  top  title  later  in  the  year. 


COCA-COLA 


ROBERTO  C.  GOIZUETA 


Atlanta,  Ga.  404-676-2121 
SALES:  $8.3  bil.     PROFITS:  $1  bil. 


MARKET  VALUE:  $23.3  bil. 

►  Born  11/18/31,  Havana,  Cuba;  BS  (chem. 
eng.),  Yale,  1953.  Career  path-engineering/technical;  tenure-35 
years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$2,164,000;  ownership,  969,000  direct,  38,000  indirect  shares.  ►  In 
public  he  says  he's  building  a  food  and  bottling  conglomerate  for 
the  1990s.  But  some  observers  say  his  real  strategy  is  as  classic 
as  the  original  Coke:  getting  back  to  the  company's  soft  drinks 
base.  Proving  them  prescient  with  prospective  sale  of  49%  of  Co- 
lumbia Pictures  to  Japanese  Electronics  giant  Sony. 


COCA-COLA  ENTERPRISES 


Brian  G.  Dyson 


Atlanta,  Ga.  404-676-2100 
SALES:  $3.9  bil.    PROFITS:  $153  mil. 


MARKET  VALUE:  $2.1  bil. 


►  Born  9/7/35,  Buenos  Aires,  Argentina;  BA 
(econ.),  Facultad  de  Ciencas  Economicas,  1959.  Career  path-fi- 
nance/accounting, operations;  tenure-30  years,  CEO  3  years. 
Compensation:  1988  salary  &  bonus,  $1,047,000';  ownership, 
206,000  direct,  2,000  indirect  shares.'  ►  Triathlon  competitor 
wants  to  leave  Pepsi  in  the  dust.  But  ever  since  far-flung  bottler 
spun  off  from  Coke  three  years  ago,  his  stock  price  has  been  at  a 
standstill.  Price-cutting  rampant  in  pop  business,  leaves  margins 
flat.  Diehard  still  champions  cause  of  failed  New  Coke. 


COLGATE-PALMOLIVE 

Ri-.!  I'.i'.x  Mark 


Netv  York,  N.  Y.  212-310-2000 
SALES:  $4.7  bil.     PROFITS:  $153  mil. 


'ARKET  VALUE:  $4.1  bil. 

>>■  Born  1/21/39,  Jersey  City,  N.  J.;  AB  (econ.), 
Middk'bury,  \'M]\i:  .\IBA,  Harvard,  1963.  Career  path-merchandis- 
ing/market;;iL;,  n  !!ure-26  years,  CEO  5  years.  Compensation: 
1988  salary  &  srus,  $1,236,000;  ownership,  40,000  direct,  13,000 
indirect  shares.  ■  Plans  to  keep  boosting  earnings  15%  annually, 
as  he  has  for  fiv  years  in  a  row.  Sold  health  business  to  focus  on 
core  consumer  pa  ducts.  Expanding  in  Latin  America,  Asia,  and 
Europe,  where  he  just  bought  two  bleach  companies.  Charismat- 
ic leader  who  delegates;  hires  inner-city  students  in  the  summer. 


COLLINS  FOODS  INTERNATIONAL 

Richard  P.  Bermingham 

Los  Angeles,  Calif.  213-827-2300 

SALES:  $541  mil.    PROFITS:  $28  mil. 

MARKET  VALUE:  $462  mil. 

►  Born  4/24/39,  Montclair,  N.  J.;  BS  (busi- 
ness), U.  of  Colo.,  1962.  Career  path-finance/accounting;  ten- 
ure-22  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$671,000;  ownership,  126,000  shares.  ►  Outgoing,  spends  about 
half  his  time  visiting  company's  628  Sizzler  and  292  Kentucky 
Fried  Chicken  franchises-often  undercover.  Thinks  best  product 
ideas  come  from  the  field.  Expanding  64'A-owned  Sizzler  in  the 
East  and  abroad.  Overseas  business  up  307'  last  year,  mostly  in 
Australia.  Admires  McDonald's  for  sticking  to  its  strengths. 
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COLUMBIA  GAS  SYSTEM 


John  h.  Croom 


Wilmingtoru  Del.  302-429-5000 
SALES:  $3.1  bil.     PROFITS:  $119  mil. 


MARKET  VALUE:  $2.1  bil. 
►  Born  12/12/32,  Fayetteville, 


N.  C;  BS 

(mech.  eng.),  N.  C.  State,  1954.  Career  path-engineering/techni- 
cal,  merchandising/marketing;  tenure-36  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $500,000;  ownership,  14,000 
direct,  10,000  indirect  shares.  ►  Coped  with  difficult  times  in  the 
gas  industry.  Sold  properties,  focused  operations  more  tightly, 
improved  marketing  capabilities.  Most  important:  He's  settled 
tough  issues  with  regulators  and  improved  competitiveness  just 
in  time  to  share  in  industry's  brightening  market  prospects. 


COLUMBIA  PICTURES  ENTERTAINMENT 

Victor  a.  Kaufman 

New  York.  N.  Y.    212-75 1-UOO 

SALES:  $1.6  bil.    PROFITS:  $9  mil. 

MARKET  VALUE:  $2.2  bil. 

►  Born  6/21/43,  N.  Y.;  BA,  Queens,  1965; 
LLB,  NYU  Law,  1967.  Career  path-legal;  tenure-7  years,  CEO  7 
years.  Compensation;  1988  salary  &  bonus,  $1,044,000;  owner- 
ship, 1,000  direct,  368,000  indirect  shares.*^  ►  Spent  a  year  trying 
to  sell  troubled  moviemaker  on  497'-owner  Coke's  behalf.  Struck 
$3.4  billion  deal  with  Japanese  electronics  giant  Sony  in  late  Sep- 
tember. He'll  come  out  of  it  with  $30  million.  Despite  so-so  cre- 
ative track  record,  low-key  dealmaker  has  lots  of  assets;  lucra- 
tive Loews  theater  chain,  good  cash  flow  from  TV  syndication. 


COMBUSTION  ENGINEERING 

CHARLES  E.  HUGEL 

Stamford,  Conn.  203-329-8771 

SALES:  $3.5  bil.    LOSS:  $2A5  mil. 


MARKET  VALUE: 
►  Born  8/9/28, 


$1.3  bil. 
Plainfield, 


N.J. 


AB,  La- 
fayette, 1951.  Career  path-operations;  tenure-7  years,  CEO  5 
years.  Compensation:  1988  salary  &  bonus,  $681,000;  ownership, 
67,000  shares.  ►  This  30-year  vet  of  AT&T  helped  with  the  Bell 
breakup.  Now  he's  doing  some  breaking  up  at  his  own  company. 
Spun  off  $250  million  in  assets  in  wake  of  disastrous  losses  last 
year.  Waste-to-energy  business  and  rising  costs  in  power-plant 
operations  still  drag  on  earnings.  But  should  be  ready  for  utility 
building  surge  in  1990s.  Meanwhile,  he's  pushing  foreign  sales. 


COMCAST 


Ralph  J.  Roberts 
Philadelphia,  Pa.  215-665-1700 
SALES:  $450  mil.    LOSS,:  $48  mil. 


MARKET  VALUE:  $2.1  bil. 

►  Born  3/13/20,  New  York,  N.  Y.;  BS  (econ.), 
Wharton,  1941.  Career  path-management;  tenure-20  years,  CEO 
20  years.  Compensation:  1988  salary  &  bonus,  $456,000;  owner- 
ship, 3,000  shares.  ►  Ex-belt  manufacturer  (Hitchcock's  the  la- 
bel) got  into  cable  as  a  venture-capital  project.  One  of  the  big  ac- 
quirers in  an  acquisition-happy  industry,  his  systems  boast  2.3 
million  subscribers,  heavy  debt,  and  huge  cash  flow  (cable's  real 
bottom  line).  Making  his  second  try  at  bringing  cable  TV  to  Brit- 
ain. Partner  with  US  West.  Runs  company  with  son  Brian. 


COMDISCO 


KENNETH  N.  PONTIKES 
Rosemont.  III.  312-698-3000 
SALES:  $1.3  bil.    PROFITS:  $92  mil. 
MARKET  VALUE:  $1.3  bil. 


►  Born  3/15/40,  Chicago,  111.;  BS  (econ.,  mar- 
keting). Southern  111.,  1962.  Career  path-merchandising/mkting; 
tenure-20  years,  CEO  20  years.  Compensation;  1988  salary  &  bo- 
nus, $836,000;  ownership,  6,736,000  direct,  2,152,000  indirect 
shares.  ►  Embarrassing  risk  arbitrage  gamble  dented  1988  earn- 
ings. That  unit's  gone,  and  ex-IBM  salesman  happier  now.  Giant 
lessor  of  high-tech  equipment  continues  to  line  up  customers, 
should  keep  it  up  even  if  economy  slumps.  Expanding  into  medi- 
cal gear-and  Europe.  Still  does  well  reselling  used  equipment. 


COMERICA 


EUGENE  ALBERT  MILLER 


Detroit,  Mich.  313-222-3300 


SALES:  $1  bil.     PROFITS:  $112  mil. 

MARKET  VALUE:  $917  mil. 

►  Born  9/21/37,  Detroit,  Mich.;  BBA,  Detroit 
Inst,  of  Tech.,  1964.  Career  path-finance/accounting;  tenure-34 
years,  CEO  9  months.  Compensation;  1988  salary  &  bonus, 
$557,000;  ownership,  1,000  shares.  ►  With  predecessor  Donald 
Mandich,  he  engineered  bank  turnaround.  But  he's  leaving  his 
own  imprint  now.  Led  acquisitions  in  Texas,  where  he  plans  more 
growth.  Expanding  in  Florida  with  niche  in  auto-dealer  lending; 
opening  branches  in  grocery  stores.  Began  as  a  clerk,  a  job  he  ap- 
plied for  while  seeking  shelter  from  a  rainstorm. 


COMMERCE  BANCSHARES 

Daviu  VV.  Ke.mpek 

Kansas  City,  Mo.  816-234-2000 

SALES:  $479  mil.    PROFITS:  $49  mil. 

MARKET  VALUE:  $534  mil. 

►  Born  11/20/50,  Kansas  City,  Mo.;  BA,  Har- 
vard, 1972;  MA  (Eng.  lit),  Oxford,  1974;  MBA,  Stanford,  1976.  Ca- 
reer path-finance/accounting,  banking;  tenure-11  years,  CEO  3 
years.  Compensation:  1988  salary  &  bonus,  $430,000;  ownership, 
5,000  direct,  133,000  indirect  shares.  ►  Belt-and-suspenders  prod- 
uct of  big-name  schools.  Managing  for  steady  earnings  growth 
with  low-risk  loan  portfolio,  content  to  remain  a  regional  serving 
middle-market.  Developing  business  in  St.  Louis.  Dad's  chair- 
man, cousin  Crosley  runs  neighboring  bank.  United  Missouri. 


COMMERCE  CLEARING  HOUSE 

Richard  Thomas  iVIerrhj. 
Chicago,  III.  312-940-4600 
SALES:  $612  mil.    PROFITS:  $49  mil. 


MARKKT  \  ALUE:  $898  mil. 
►  Born  6/26/28,  Chicago,  111. 


BA  (1950),  BJ 

(1951),  U.  of  Mo.  Career  path-merchandising/marketing,  admin- 
istration; tenure-36  years,  CEO  11  years.  Compensation:  1988  sal- 
ary &  bonus,  $405,000;  ownership,  16,000  shares.**  ►  Core  busi- 
ness, publishing  tax  information,  is  slowing.  And  profits  are 
chomped  by  spending  on  new  ventures-electronic  publishing,  an 
overseas  push,  computerized  tax-preparation.  But  some  will  soon 
start  paying  off,  and  he  can  afford  long-term  approach  as  long  as 
he  retains  confidence  of  majority-owning  Thorne  family. 
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COMMONWEALTH  EDISON 


James  J.  O'Connor 
Chicago,  III.  312-294-3224 
SALES:  $5.6  bil.    PROFITS:  $738  mil. 
MARKET  VALUE:  $8.1  Ml. 


►  Born  3/15/37,  Chicago,  111.;  BS  (econ.),  Holy 
Cross,  1958;  MBA,  Harvard,  1960;  JD,  Georgetown  Law,  1963.  Ca- 
reer path-administration;  tenure-26  years,  CEO  10  years.  Com- 
pensation: 1988  salary  &  bonus,  $492,000;  ownership,  10,000  di- 
rect, 2,000  indirect  shares.  ►  Top  producer  of  nuclear  power  still 
struggles  to  roll  costly  plants  into  rate  base.  Says  recent  rate 
boost  is  far  less  than  he  needs-and  state  regulators  just  ordered 
$195  million  in  customer  rebates  for  cost  overruns.  New  market- 
ing blitz  aims  at  getting  industry  to  use  all  the  capacity. 


f 


COMMUNICATIONS  SATELLITE 

Irving  Goldstein 


Washington,  D.  C.  202-863-6000 
SALES:  $359  mil.    PROFITS:  $62  mil. 


MARKET  VALUE:  $638  mil. 


►  Born  3/27/38,  Catskill,  N.  Y.;  BA  (pol.  sci., 


intl.  rels.),  Queens,  1960;  JD,  NYU  Law,  1963.  Career  path-legal, } 
administration;  tenure-23  years,  CEO  4  years.  Compensation: 
1988  salary  &  bonus,  $516,000;  ownership,  1,000  shares.  ►  Trying 
to  reduce  heavy  reliance  on  link  with  Intelsat,  which  produces 
most  of  sales  and  profits.  Hopes  to  make  money  next  year  from 
Video  Entertainment  unit,  which  sends  pay  TV  to  hotel  rooms. 
He's  also  planning  to  start  a  voice  and  data  service  via  satellite 
for  international  flights.  Target  launch:  late  this  year. 


COMMUNITY  PSYCHIATRIC  CENTERS 

JAMES  WILLIAM  CONTE 
Laguna  Hills,  Calif.  71^-831-1166 
SALES:  $3Jt7  mil.    PROFITS:  $71  mil. 
MARKET  VALUE:  $1.6  bil. 


►  Born  3/21/28,  Des  Plaines,  111.;  BA,  Roose- 
velt, 1949;  MSH,  Northwestern,  1957.  Career  path-hospital  man- 
agement; tenure-21  years,  CEO  12  years.  Compensation:  1988  sal- 
ary &  bonus,  $675,000;  ownership,  457,000  shares.  ►  Focusing 
fast-growing  hospital  chain  on  drug  abuse  and  mental  health  ser- 
vices. A  sharp  marketer,  he  uses  local  community  education  pro- 
grams and  seminars  to  get  patients  rather  than  not-so-reliable 
doctor  referrals.  Saves  on  advertising.  Spinning  off  less  profit- 
able dialysis  centers  as  an  ESOP.  Pilot  and  Western  art  collector. 


COMPAQ  COMPUTER 

jo^IMTl  R.  CANION 


Houston,  Tex.  713-370-0670 
SALES:  $2.1  bil.    PROFITS:  $255  mil. 


MARKET  VALUE:  $3.5  bil. 

►  Born  1/19/45,  Houston,  Tex.;  BS  (elect, 
eng.),  1966;  MSEE,  1968,  U.  of  Houston.  Career  path-en- 
gineering/ technical;  tenure-8  years,  CEO  8  years.  Compensation: 
1988  salary  &  bonus,  $1,867,000;  ownership,  116,000  shares. 
►  Recently  got  his  pilot's  license,  and  boy,  is  he  flying  high.  He's 
got  the  fastest-growing  PC  in  the  business,  based  on  Intel's  386 
chip.  Now  leading  in  laptops  and  booming  in  Europe,  too.  By 
yearend,  he  and  nine  other  vendors  hope  to  launch  a  new  PC  ar- 
chitecture that  will  compete  directly  with  new  IBM  machines. 


COMPUTER  ASSOCIATES  INTERNATIONAL 

Charles  B.  Wang 

Garden  City,  N.  Y.  516-227-3300 

SALES:  $1  bil.     PROFITS:  $164  mil. 

MARKET  VALUE:  $2.8  bil. 

►  Born  8/19/44,  Shanghai,  China;  BS  (mathe- 
matics). Queens,  1967.  Career  path-engineering/technical,  sales, 
programming;  tenure-13  years,  CEO  13  years.  Compensation: 
1988  salary  &  bonus,  $1,794,000;  ownership,  7,853,000  direct, 
54,000  indirect  shares.  ►  Aggressive  leader  has  built  a  major 
.software  player.  Just  acquired  his  big  rival  Cullinet  for  $300  mil- 
lion. Worried  that  his  management  style  may  be  scaring  off  top 
talent,  he's  launched  a  campaign  promoting  company's  technical 
excellence.  Lets  off  steam  playing  basketball  and  raquetball. 


COMPUTER  SCIENCES 


wiLLLAM  Ray  Hoover 


El  Segundo,  Calif.  213-615-0311 
SALES:  $1.3  bil.    PROFITS:  $52  mil. 


MARKET  VALUE:  $838  mil. 

►  Born  1/2/30,  Bingham,  Utah;  BS  (mathe- 


matics), 1953;  MS  (mathematics),  1954,  U.  of  Utah.  Career  path 
-engineering/ technical;  tenure-26  years,  CEO  17  years.  Compen- 
sation: 1988  salary  &  bonus,  $725,000;  ownership^  139,000  direct, 
9,000  indirect  shares.  ►  Main  business  is  still  software  and  sys- 
tems for  government,  but  he's  making  a  push  into  the  private  sec- 
tor. Combined  several  recent  acquisitions  into  an  information- 
systems  consulting  unit  to  compete  with  Arthur  Andersen  and 
EDS.  Selling  chunks  of  Infonet  data-communications  service. 


Omaha,  Neb.  402-978-4000 

SALES:  $11.3  bil.    PROFITS:  $198  mil. 

MARKET  VALUE:  $3.1  bil. 

►  Born  9/26/27,  Lansing,  Mich.;  BS  (mech. 
eng.),  Purdue,  1949;  MBA,  U.  of  Chicago,  1950.  Career  path-food 
industry  mgmt;  tenure-15  years,  CEO  14  years.  Compensation: 
1988  salary  &  bonus,  $1,444,000;  ownership,  805,000  direct, 
278,000  indirect  shares.  ►  Win  some,  lose  some.  Suffered  a  set- 
back in  his  cam{)aign  to  be  everywhere  in  the  food  business  when 
chicken  processor  Holly  Farms  slij)ped  away.  The  consolation:  a 
$50  million  gain.  A  heart  attack  helped  persuade  him  to  bring  out 
low-fat,  low-salt,  low-calorie  frozen  dinner  line. 


CONNER  PERIPHERALS 

Finis  F.  Conner 


San  Jose,  Calif  408-433-3340 
SALES:  $257  mil.    PROFITS:  $20  mil. 


MARKET  VALUE:  $399  mil. 
►  Born   7/28/43,  Gadsen, 


Ala.;   BS  (ind. 

mgmt.),  San  Jose  State,  1969.  Career  path-merchandising/ mar- 
keting; tenure-4  years,  CEO  4  years.  (Compensation:  1988  salary 
&  bonus,  $254,000;  ownership,  2,960,000  shares.  ►  High-living  Sil- 
icon Valley  veteran-he  commutes  by  private  plane  from  Monte- 
rey-heads the  hottest  disk-drive  maker  around.  Slacked  off  last 
year,  growing  "only"  127%.  Key  to  success:  fast  out  of  the  gate 
with  latest  technology.  Mr.  Outside  leaves  daily  duties  to  others. 
Risk-taker  rapidly  expanding  capacity  in  an  uncertain  market. 
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ORPORATE  ELITE 


CONRAIL 


James  A.  Hagen 

Philadelphia,  Pa.  215-596-2000 
SALES:  $3.5  ML    PROFITS:  $306  mil. 


MARKET  VALUE:  $3  bil. 
►  Born  3/27/32,  Forest  City, 


Iowa;  BA,  St. 

Ambrose,  1958.  Career  path-merchandising/marketing;  ten- 
ure-12  years,  CEO  5  months.  Compensation:  1988  salary  &  bonus, 
$450,000;  ownership,  NA.^  ►  Fitness  buff  took  over  after  prede- 
cessor's fatal  heart  attack.  Worried  about  a  takeover.  Coal  strike 
has  hurt  earnings,  but  he's  flush  with  cash.  Implemented  poison 
pill,  upped  dividends.  Trying  to  cut  costs,  trim  work  force.  Previ- 
ous railroad  experience  includes  Missouri  Pacific,  Southern  Rail- 
way. Bicycles  up  to  40  miles  a  week. 


CONSOLIDATED  EDISON  CO.  OF  N.  Y. 


Arthur  Hauspurg 


New  York,  N.  Y.  212-460-4600 
SALES:  $5.1  bil.    PROFITS:  $599  mil. 


MARKET  VALUE:  $5.8  bil. 
►  Born  8/27/25,  New  York,  N.  Y.; 


BS  (eng.), 

1945;  MS  (eng.),  1947,  Columbia.  Career  path-engineering/techni- 
cal; tenure-20  years,  CEO  8  years.  Compensation:  1988  salary  & 
bonus,  $744,000;  ownership,  24,000  direct,  3,000  indirect  shares. 
►  Big  achievement  in  his  years  as  Gotham's  power  vendor  was  to 
make  rate  hike  proceedings  more  negotiation  and  less  confronta- 
tion. He's  been  able  to  get  increases  that  mollify  customers  while 
keeping  shareholders  happy.  Power  bills  are  not  an  issue  in  this 
year's  New  York  mayoral  contest,  and  that  may  be  a  first. 


CONSOLIDATED  FREIGHTWAYS 

Lary  R.  Scott 

Menlo  Park,  Calif.  415-326-1700 

SALES:  $2. 7  bil.    PROFITS:  $113  mil. 

MARKET  VALUE:  $1.3  bil. 

►  Born  4/5/36,  Cleveland,  Ohio;  BS  (com- 
merce). Bowling  Green,  1961.  Career  path-operations;  tenure-28 
years,  CEO  1  year.  Compensation:  1988  salary  &  bonus,  $539,000; 
ownership,  21,000  shares.  ►  Hands-on  manager  likes  to  inspect 
truckers'  paperwork  and  cargo  on  the  docks.  Has  his  hands  full 
with  $230  million  purchase  of  money-losing  air  courier  Emery 
Worldwide.  Dumped  old  management,  improved  logistics,  nar- 
rowed losses  significantly.  Continues  expansion  of  regional 
trucking,  but  new  rate  pressures  could  be  damaging. 


CONSOLIDATED  NATURAL  GAS 

George  A.  Davidson  Jr. 

Pittsburgh,  Pa.  412-227-1000 

SALES:  $2.5  bil.    PROFITS:  $193  mil. 

MARKET  VALUE:  $4  bil. 

►  Born  7/28/38,  Pittsburgh,  Pa.;  BS  (petro. 
eng.),  U.  of  Pittsburgh,  1960.  Career  path-administration,  opera- 
tions; tenure-23  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $464,000;  ownership,  14,000  direct,  8,000  indirect  shares. 
►  Methodical  consensus  builder  convinced  gas  prices  will 
rise-and  spends  accordingly,  while  drilling  costs  are  low.  His 
$243  million  exploration,  production  budget  among  richest  out- 
side oil  majors.  Bought  gas  tracts  in  Gulf,  picked  up  sixth  Virgin- 
ia gas  utility.  Stock  outperforms  most  rivals'.  Likes  gardening. 


CONSOLIDATED  PAPERS 

George  W.  Mead 


Wisconsin  Rapids,  Wis.  715-422-3111 
SALES:  $897  mil.    PROFITS:  $150  mil. 
MARKET  VALUE:  $1.9  bil. 


►  Born  10/11/27,  Milwaukee,  Wis.;  BS 
(chem.),  Yale,  1950;  MS  (chem.  eng.),  Inst,  of  Paper  Chem.,  1952. 
Career  path-engineering/technical;  tenure-37  years,  CEO  23 
years.  Compensation:  1988  salary  &  bonus,  $385,000;  ownership, 
47,000  direct,  17,071,000  indirect  shares.  ►  One  of  four  Meads  on 
12-person  board.  Trying  to  differentiate  company  from  commod- 
ity producers  by  investing  heavily  in  machines  that  make  premi- 
um paper.  Announced  $110  million  expansion  of  Wisconsin  spe- 
cialty paper  mill.  Also  pushing  vertical  integration. 


Mi 


CONTEL 


DONALD  W.  WEBER 


Atlanta,  Ga.  404-391-8000 
SALES:  $3  bil.    PROFITS:  $312  mil. 


MARKET  VALUE:  $5.4  bil. 


►  Born  10/4/36,  Turtle  Creek,  Pa.;  BS  (busi- 
ness admin.),  Duquesne,  1961.  Career  path-finance/accounting; 
tenure-25  years,  CEO  2  years.  Compensation:  1988  salary  &  bo- 
nus, $748,000;  ownership,  24,000  direct,  8,000  indirect  shares. 
►  His  demanding  chairman,  Charles  Wohlstetter,  no  easy  man  to 
please.  But  third  CEO  in  five  years  may  be  doing  the  trick.  Stock 
nearly  doubled  in  the  last  year.  Focusing  company  on  core  tele- 
communications business.  Spun  off  part  of  cellular  unit  to  boost 
shareholder  value.  Still  trying  to  fix  unregulated  operations. 


CONTEL  CELLULAR 


Paul  (}.  kozlovvski 
Atlanta,  Ga.  404-698-6100 
SALES:  $41  mil.    PROFITS:  $2  mil. 


MARKET  VALUE:  $2.5  bil. 


►  Born  5/27/38,  Stolptce,  Poland;  BS  (eng.), 
GMI  Inst.,  1962.  Career  path-engineering/technical,  manage- 
ment; tenure-9  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $204,000;  ownership,  13,000  shares.*  ►  Demanding  boss 
emigrated  from  Poland  after  World  War  II.  Earned  the  top  spot 
here  for  persuading  parent  Contel  to  go  into  cellular  phones  with 
gusto.  Spinoff  is  strong  in  hot  markets-Los  Angeles,  San  Fran- 
cisco, Washington-and  has  landed  some  franchises  in  promising 
rural  areas.  Now  exploring  opportunities  abroad. 


CONTINENTAL  BANK 


THOMAS  C.  THEOBALD 


Chicago,  III.  312-828-2345 
SALES:  $3.1  bil.    PROFITS:  $316  mil. 


MARKET  VALUE:  $1.1  bil. 

►  Born  5/5/37,  Cincinnati,  Ohio;  AB  (econ.). 


Holy  Cross,  1958;  MBA  (finance).  Harvard,  1960.  Career  path-fi- 
nance/ accounting;  tenure-2  years,  CEO  2  years.  Compensation: 
1988  salary  &  bonus,  $1,100,000;  ownership,  10,000  shares. 
►  Ushering  out  the  vestiges  of  troubled  past.  Retail  customers 
are  gone,  old  name-Continental  Illinois-is  gone,  and  FDIC  will 
soon  be  gone,  too,  after  it  sells  last  of  equity  stake  it  got  in  1984 
bailout.  Now  this  personable  ex-Citibanker  is  focusing  on  middle- 
market  corporate  clients,  where  he'll  face  stiff  competition. 
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At  Mazda,  we  believe  a  family  car 
should  be  more  like  one  of  the  family 
than  just  mere  transportation. 

That's  why  we  designed  our  626  to 

CRADLE  YOUR  FAMILY  IN  COMFORT.  It  HAS 
AMPLE  ROOM  FOR  FIVE,  PLUS  AN  INTERIOR 
THAT  INVITES  YOU  TO  COME  IN  AND  RELAX. 


And  because  the  advanced,  fuel 
injected  2.2'litre  engine  and  superbl 
balanced  suspension  give  you  excep- 
TIONAL POWER  AND  CONTROL,  YOU'lL 
FEEL  A  NEW  SENSE  OF  CONFIDENCE  ON  TH] 
ROAD.  A  SENSE  OF  CONFIDENCE  YOU'lL 
APPRECIATE,  ESPECIALLY  WHEN  YOU'rE 


AR.  IT'S  Family. 


drying  precious  cargo  —  like  children. 
All  this  is  the  result  of  "Kansei 

GINEERING,"  WHICH  IS  THE  MaZDA  DESIGN 

ncept  based  on  human  feelings.  a 
ncept  best  appreciated  by  spending 
4e  time  in  this  unique  family  sedan. 
Come  see  the  Mazda  626.  Better 


YET,  BRING  THE  WHOLE  FAMILY.  ThAT  WAY, 

they'll  think  they  had  a  part  in  your 
DECISION.  For  more  information  call 
this  toll-free  number:  1-800-424-0202. 


It  Just  Feels  Right; 


THE    C  OR  P  0  R  A  T  E  ELITE 


CONTINENTAL  CORP. 


John  p.  mascotte 

Xew  York,  N.  Y.  212-U0-3000 


SALES:  $5.9  hi  I.    PROFITS:  $124  mil. 
MARKET  VALUE:  $2  Ml. 
►  Born 


0/19/39,  Fort  Wayne,  Ind.;  BS  (ac- 
counting, philosophy),  St.  Joseph's,  1961;  LLB,  U.  of  Va.  Law, 
1964.  Career  path-insurance;  tenure-9  years,  CEO  7  years.  Com- 
pensation: 1988  salary  &  bonus,  $602,000;  ownership,  15,000  di- 
rect, 2,000  indirect  shares.  ►  Started  out  as  ball  of  fire  restructur- 
ing, but  earnings  still  drag.  Sold  William  Penn  to  complete  exit 
from  health,  life  businesses,  but  international  and  reinsurance 
still  need  attention.  Public-spirited,  he's  chairman  of  LISC-a  lead- 
ing national  non-profit  community-development  organization. 


CONTROL  DATA 


Robert  m.  Price 

Minneapolis,  Minn.  612-853-8100 
SALES:  $3.6  bil.    PROFITS:  $2  mil. 


MARKET  VALUE:  $808  mil. 

►  Born  9/26/30,  New  Bern,  N.  C;  BS  (mathe- 


matics), Duke,  1952;  MS  (appl.  mathematics),  Ga.  Inst,  of  Tech., 
1958.  Career  path-engineering/technical,  marketing;  tenure-29 
years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$862,000;  ownership,  91,000  shares.  ►  More  stunning  setbacks. 
Closed  money-losing  ETA  supercomputer  unit,  ending  hopes  to 
regain  prominence  in  scientific  computing.  Short  of  cash,  sold 
profitable  disk-drive  unit.  Focusing  on  services,  not  hardware. 
Grooming  designated  heir  President  Lawrence  Perlman. 


COOPER  INDUSTRIES 

ROBERT  ClZlK 


Houston,  Tex.  713-739-5400 

SALES:  $4.2  bil.    PROFITS:  $224  mil. 

MARKET  VALUE:  -$3.7  bil. 

►  Born  4/4/31,  Scranton,  Pa.;  BS  (account- 
ing), U.  of  Conn.,  1953;  MBA,  Harvard,  1958.  Career  path-strate- 
gic planning;  tenure-28  years,  CEO  14  years.  Compensation:  1988 
salary  &  bonus,  $1,235,000;  ownership,  195,000  shares.  ►  Acquisi- 
tion-hungry makeover  ace.  This  year  he  bought  Champion  Spark 
Plug  to  expand  auto-parts  business,  Cameron  Iron  Works  to  bol- 
ster oil-equipment  presence.  Spending  has  brought  51-^c  debt-to- 
capital  ratio,  so  he's  selling  some  units — should  realize  gain  of 
million.  Devoted  arts  supporter,  especially  fond  of  opera. 


COOPER  TIRE  &  RUBBER 


EDWARD  E.  BREWER 


Findlay,  Ohio  419-423-1321 
SALES:  $748  mil.    PROFITS:  $41  mil. 
MARKET  VALUE:  $722  mil. 


►  Born  7/19/25,  Findlay,  Ohio;  BS  (mech. 
eng.),  Purdue,  1949.  Career  path-engineering/ technical,  produc- 
tion/manufacturing; tenure-40  years,  CEO  12  years.  Compensa- 
tion: 1988  salary  &  bonus,  $450,000;  ownership.  63,000  direct, 
142,000  indirect  shares.  ►  In  exclusive  club  as  one  of  two  remain- 
ing publicly  held  U.  S.  tiremakers.  Still  on  a  roll  as  demand  for  re- 
placement tires  remains  strong.  Despite  warnings  of  a  tire  glut 
down  the  road,  he's  sticking  with  plans  to  increase  capacity. 
Doesn't  supply  tires  to  Detroit,  so  not  sweating  over  slowdown. 


COORS  (ADOLPH) 

WILLIAM  K.  COORS 


Golden,  Colo.  303-279-6565 

SALES:  $1.5  bil.    PROFITS:  $4?  mil. 

MARKET  VALUE:  $775  mil. 

►  Born  8/11/16,  Denver,  Colo.;  BS  (chem. 
eng.),  Princeton,  1938;  MS  (chem.  eng.),  Princeton,  1939.  Career 
path-engineering/technical;  tenure-50  years,  CEO  19  years. 
Compensation:  1988  salary  &  bonus,  $294,000;  ownership,  942,000 
indirect  shares.  ►  Took  back  the  CEO  title  from  nephew  Jeff,  and 
now  he's  made  the  big  move  to  get  family  brewery  moving  again: 
He's  buying  most  of  assets  of  rival  Stroh  Brewing,  positioning 
company  as  industry's  No.  3.  Needs  to  shore  up  marketing. 
Health-and-fitness  bug  will  need  all  his  energy  now. 


CORESTATES  FINANCIAL 

TERRENlE  Larsen 
Philadelphia,  Pa.  215-973-3100 
SALES:  $1.6  bil.    PROFITS:  $179  mil. 
MARKET  VALUE:  $1.9  bil. 


►  Born  9/12/46,  Chicago,  111.;  BA  (econ.),  U. 
of  Dallas,  1968;  PhD  (econ.),  Tex.  A&M,  1971.  Career  path-fi- 
nance/accounting; tenure-12  vears,  CEO  2  years.  Compensation: 
1988  salary  &  bonus,  $763,000;  ownership,  17,000  shares.  ►  Con- 
servative banker  has  Wall  Street's  favor.  Big  winner  is  his  MAC 
network  of  automated  teller  machines,  which  is  growing  swiftly 
in  the  Northeast.  He  fears  the  economy  is  slowing,  so  he's  ex- 
panding loan  portfolio  only  modestly.  But  taking  a  big  plunge 
with  the  acquisition  of  First  Pennsylvania  bank  company. 


CORNING 


James  R.  Houghton 


Corning,  N.  Y.  607-974-9000 
SALES:  $2.1  bil.    PROFITS:  $292  mil. 


.MARKET  VALUE:  $4  bil. 


►  Born  4/6/36,  Corning,  N.  Y.;  AB,  1958; 
MBA,  19i.2,  Harvard.  Career  path-general  management;  ten- 
ure~27  years.  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$878,000;  ownership,'  218,000  direct,  2,442,000  indirect  shares. 
►  Would  rather  talk  about  Red  Sox  than  company's  high-tech 
projects.  Has  a  s  rong  team  of  science  advisers.  Seeking  such 
global  partnershii as  TV-glass  venture  with  Asahi  of  Japan. 
Consumer  earnings  still  sluggish.  Has  penchant  for  outlandish 
neckties;  judges  an  annual  "creative  suspenders"  contest. 


CORROON  &  BLACK 


RICHARD  M.  MILLER 


New  York,  N.  Y.  212-363-4100 
SALES:  $423  mil.    PROFITS:  $116  mil. 


MARKET  VALUE:  $617  mil. 

►  Born  4/12/31,  Nashville,  Tenn.;  BA,  Van- 
derbilt,  1953.  Career  path-merchandising/marketing;  tenure-13 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$438,000;  ownership,  153.000  direct,  35,000  indirect  shares. 
►  With  the  rest  of  the  industry.  No.  5  insurance  broker  is  getting 
squeezed  by  the  downturn  in  property/casualty  and  turmoil  in 
life  and  health.  Had  $120  million  gain  on  sale  of  a  stake  in  Lloyd's 
broker  Minet.  He's  still  on  acquisition  trail,  buying  up  smaller 
brokers.  Helps  companies  set  up  self-insurance  programs. 
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PORATE  ELITE 


COSTCO  WHOLESALE 


Jeffrey  Hart  Brotman 
Kirkland,  Wash.  206-828-8100 


SALES:  $2  Ml.     PROFITS:  $12  mil. 
MARKET  VALUE:  $687  mil. 

►  Born  9/27/42,  Tacoma,  Wash.;  BA,  1964; 
LLB,  1967,  U.  of  Wash.  Career  path-merchandising/marketing, 
legal;  tenure-6  years,  CEO  6  years.  Compensation:  1988  salary  & 
bonus,  $257,000;  ownership,  3,000  direct,  1,719,000  indirect 
shares.  ►  No-frills  manager  fetches  his  own  coffee  and  keeps  his 
desk  in  an  open  space.  His  56  Members  Only  warehouses  rack  up 
30%  annual  earnings  growth  by  selling  national  food  brands  at 
discount  prices  to  business  and  employee  groups.  Pulled  out  of 
Midwest  in  1988,  but  retains  appetite  for  new  markets. 


CPC  INTERNATIONAL 


JAMES  R.  ElSZNER 

Englewood  Cliffs,  N.  J.  201-89h-h000 

SALES:  $k.  7  bil.    PROFITS:  $289  mil. 

MARKET  VALUE:  $5.1  bil. 

►  Born  8/12/27,  Chicago,  111.;  BS  (chem.),  U. 
of  III,  1950;  PhD  (org.  chem.),  U.  of  Chicago,  1952.  Career  path- 
production/manufacturing;  tenure-26  years,  CEO  5  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,181,000;  ownership,  3,000  di- 
rect, 111,000  indirect  shares.  ►  Unflashy  boss's  ideal  vacation: 
throw  out  a  fishing  line,  bask  in  the  quiet.  Eschewed  mega- 
merger  blitz  of  rivals.  Milks  mature  brands  such  as  Hellmann's, 
Skippy,  Mazola  while  adding  small  acquisitions.  Corn  refining 
still  20%  of  sales.  Overseas  food  operations  hit  by  dollar's  rise. 


^  CPI 


ALYN  v.  ESSMAN 


St.  Louis,  Mo.  3U-231-1575 
SALES:  $328  mil.    PROFITS:  $30  mil. 


MARKET  VALUE:  $U2  mil. 

►  Born  5/3/32,  St.  Louis,  Mo.;  BSBA,  Wash. 
U.  (Mo.),  1953.  Career  path-finance/accounting;  tenure-33  years, 
CEO  16  years.  Compensation:  1988  salary  &  bonus,  $799,000'; 
ownership,  415,000  direct,  40,000  indirect  shares.  ►  More  profit 
growth  in  the  picture  for  this  operator  of  907  portrait  studios  in 
Sears  stores.  Soft-spoken  accountant  is  keeping  the  business 
growing  even  though  new-store  openings  at  Sears  are  slowing. 
No.  1  one-hour  photofinisher.  Now  he's  moving  into  high-tech 
copy  shops-desktop  publishing,  color  copying,  faxes. 


CRANE 


ROBERT  Sheldon  K\  \\- 


New  York,  N.  Y.  212-415-7300 

SALES:  $1.3  bil.    PROFITS:  $49  mil. 

MARKET  VALUE:  $738  mil. 

►  Born  3/20/44,  Pittsburgh,  Pa.;  BA  (histo- 
ry), U.  of  Pa.,  1966;  MBA  (finance),  Columbia,  1968.  Career  path- 
finance/accounting;  tenure-15  years,  CEO  6  years.  Compensa- 
tion: 1988  salary  &  bonus,  $950,000;  ownership,  494,000  direct, 
2,000  indirect  shares.  ►  Slick  timing.  Got  out  of  cement  while  get- 
ting was  good  by  spinning  off  Medusa  unit.  Earnings  strong 
thanks  to  engineered  products  for  aviation,  vending  machines, 
and  1988  acquisition  of  Palmer  G.  Lewis  building  supplies.  Mean- 
while, Medusa-which  he  also  heads-is  still  in  a  slump. 


CRAWFORD 


FORREST  LEE  MiNIX 


Atlanta,  Ga.  404-256-0830 
SALES:  $294  mil.    PROFITS:  $19  mil. 
MARKET  VALUE:  $475  mil. 


►  Born  11/6/27,  Milan,  Ga.;  BS  (chemistry), 
U.  of  Ga.,  1949.  Career  path-operations,  management;  tenure-40 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$454,000;  ownership,  13,000  shares.  ►  Lifer  at  this  No.  1  indepen- 
dent claims-adjusting  firm,  with  550  offices  nationwide.  Thrived 
on  trend  toward  self-insurance,  providing  claims  service  for  the 
40%'  of  U.  S.  companies  that  cover  themselves.  Now,  he's  expand- 
ing overseas  and  into  accident-prevention  services  and  medical 
cost-containment-e.g.,  pre-admission  reviews,  second  opinions. 


CRAY  RESEARCH 


JOHN  A.  ROLLWAGEN 


Minneapolis,  Minn.  612-333-5889 
SALES:  $756  mil.    PROFITS:  $157  mil. 
MARKET  VALUE:  $1.3  bil. 


►  Born  11/20/40,  Minneapolis,  Minn.;  BS 
(elect,  eng.),  MIT,  1962;  MBA,  Harvard,  1964.  Career  path-mar- 
keting; tenure-14  years,  CEO  9  years.  Compensation:  1988  salary 
&  bonus,  $541,000;  ownership,  34,000  direct,  2,000  indirect  shares. 
►  Helped  founder  Seymour  Cray  make  company  a  big  success, 
but  they  went  separate  ways.  With  sluggish  sales,  falling  stock, 
he  decided  to  save  $30  million  by  spinning  off  Cray's  gallium-ar- 
senide Cray-3  project  in  favor  of  silicon-based  C-90  computer.  But 
will  he  regret  letting  legendary  computer  designer  go? 


CRESTAR  FIHAHCIAL 

RICHARD  GRANVILLE  TiLGHMAN 
Richmond,  Va.  804-782-5000 
SALES:  $1  bil.    PROFITS:  $87  mil. 


MARKET  VALUE:  $947  mil. 

►  Born  9/18/40,  Norfolk,  Va.;  BA  (foreign  af- 
fairs), U.  of  Va.,  1963.  Career  path-finance/accounting;  ten- 
ure-23  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$496,000;  ownership,  43,000  indirect  shares.  ►  Turned  an  old-line 
commercial  bank  into  a  retail  powerhouse.  Recently  merged  with 
Colonial  American  Bankshares  for  a  stronger  presence  in  west- 
ern Virginia.  Aggressive  leader  aiming  for  an  even  stronger  bal- 
ance sheet;  stretching  banking  hours  to  expand  consumer  busi- 
ness. Backs  minority  businesses.  Plays  a  mean  game  of  tennis. 


CROSS  (A.  T.) 


BRADFORD  R.  Boss 


Lincoln,  R.  L  401-333-1200 
SALES:  $228  mil.    PROFITS:  $35  mil. 


NLXRKET  VALUE:  $643  mil. 

►  Born  3/13/33,  Providence,  R.  L;  BS,  u!  of 
R.  L,  1955.  Career  path-merchandising/marketing;  tenure-31 
years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$468,000;  ownership,  239,000  direct,  1,551,000  indirect  shares. 
►  Granddad  bought  company  70  years  ago,  and  he  and  his  broth- 
er Russell  prove  that  the  blood  line  is  still  strong.  Growing  at  15% 
annual  rate,  and  cash  is  abundant.  Acquisition  of  leather  goods 
maker  Manetti-Farrow  Inc.  should  add  new  marketing  talent.  To 
boost  sales  abroad,  he  has  bought  a  Japanese  distributor. 
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'^Uncommonly  versatile,  uncommonly 
productive,  the  Gulf  stream  IV  could 
very  well  be  the  only  business  aircraft 
you  need  to  own  and  operate." 


"Almost  everyone  who  knows  anything 
about  business  aircraft  seems  to  agree  on 
one  point:  when  8, 10, 12  or  more  people 
need  to  go  on  a  long  business  trip,  there  s 
nothing  quite  like  going  in  the 
Gulfstream  IV. 

It  has  the  range  and  speed  to  fly  nearly 
5,000  statute  miles  non-stop  in  about  9.5 
hours;  the  reliability  of  its  engines  and 
systems  helps  make  every  hour  pass 
placidly;  and  a  big,  roomy  cabin  makes 
every  mile  go  by  comfortably 

What  sometimes  gets  overlooked  in 
thinking  about  the  Gulfstream  IV, 
however,  is  the  fact  that  it  brings  these 
capabilities  to  every  trip  it  flies — 
including  those  that  go  only  a  few  hun- 
dred miles. 

As  a  result,  and  in  the  right  hands, 
the  Gulfstream  IV  can  become  a  unique 
asset  in  a  corporate  aircraft  operation.  In 
fact,  it  is  perfectly  plausible  to  expect  this 
one  amazing  machine  to  do  as  much  as  two 


By  Charles  N.  Coppi 

Senior  Vice  President,  Technology 
Gulfstream  Aerospace  Corporation 


lesser  aircraft,  and  perhapseven  more. 

Its  size  alone  is  a  plus  in  helping 
achieve  optimum  utilization.  (In  our 
experience,  people  seldom  pass  up  the 
opportunity  to  ride  in  a  Gulfstream. 
And  remember,  the  Gulfstream  IV  can 
take  more  passengers  more  places  faster 
than  any  other  business  aircraft.) 

Itineraries  can  be  planned  in  which 
the  Gulfstream  IV  flies  multiple  legs  of 
various  lengths  in  a  day  without  refuel- 
ing. (We  won  t  pretend  it  s  going  to  use 
less  fuel  than  a  lesser  airplane.  But  the 
Gulfstream  IV  is  the  most  fuel-efficient 
jet  we  ve  ever  built.  And  aerodynamicists 
can  prove  that,  pound  for  pound,  it  is  the 
most  fuel-efficient  business  jet  anybody's 
ever  built.) 


An  acknowledged  authority  on  the  design 
and  engineering  of  business  aircraft, 
Charles  Coppi  has  helped  shape  many  of 
the  significant  technological  advances 
found  in  four  generations  of  Gulfstream 
executive  aircraft. 


oGulfstream  Aerospace  Corporation,  PO,  Box  2206.Savannah,  Georgia  31402  U.S.A. 


Despite  its  size,  the  Gulfstream  IV 
an  use  airports  you'd  expect  to  be  lini- 
■£d  to  much  smaller  jets. 

It  is  also  a  good  neighbor.  There  aren  t 
nany  airports  more  noise-sensitive  than 
Vashingtons  National  Airport;  the 
^AA  says  the  Gulfstream  IV,  with  its 
loUs-Royce  Tay  engines,  is  quiet  enough 
0  come  and  go  there  anytime,  day  or 
light.  (What  that  also  says  is  you  can 
Jan  on  going  almost  anywhere  you 
vant  to  go,  when  you  want  to  go  -  which 
>  the  fundamental  reason  to  operate  any 
)usinessjet.) 

In  short,  the  Gulfstream  IV  has  an 
incommon  versatility  that  makes  it 
incommonJy  productive. 

We  can  show  you  why  and  how  this 
lappens  on  an  actual  business  trip  you 
nd  your  key  executives  have  to  take 
omewhere  at  home  or  abroad. 

If  you  need  to  go  5,000  miles  non- 
top,  fine. 


/ 
/ 


If  we  can  take  you  5,000  miles  in  five  or 
six  stops  in  a  single  day,  that's  okay  too. 

If  we  can  have  the  time  to  show  you 
how  the  Gulfstream  IV  does  both,  so 
much  the  better 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in 
its  proper  perspective. 

The  person  who's  ready  to  see  that 
you  get  that  chance  is  Robert  H.  Cooper, 
Senior  Vice  President,  Gulfstream 
Marketing. 

Call  him  at  . 
(912)964-3234:' 

Gulfstream 
/Icrospacc 


The  technology  of  computerized  genera- 
tion and  management  of  flight  information 
and  electronic  instrument  systems  found 
in  the  Gulfstream  IV  cockpit  will  still  be 
considered  advanced  in  the  year  2000. 


The  Gulfstream  IV. 

The  pursuit  of  perfection. 


CROWN  CORK  &  SEAL 

William  J.  Avery 
Philadelphia,  Pa.  215-698-5100 
SALES:  $1.8  'oil.    PROFITS:  $9S  mil. 
MARKET  VALUE:  $1.5  Ml. 


►  Born  fi/20/40,  Chicago,  111.  Career  path- 
sales;  tenure-30  years,  CEO  6  months.  Compensation:  1988  salary 
&  bonus,  $352,000;  ownership,  59,000  shares.  ►  Margins  thinning 
at  venerable  can  and  closure  company,  but  corporate  career  man 
new  to  job  keeps  growth  going-slowly.  Domestic  can  costs  have 
been  socked  by  rising  aluminum  prices  while  crucial  foreign  oper- 
ations-several in  unstable  Third-World  nations-are  pinched  by 
strong  dollar.  Aged  predecessor  John  Connelly  still  shows  up  at 
the  office  every  day,  despite  infirmities. 


CSX 

John  W.  Snow 

Richmond,  Va. 

80W82-U00 

SALES:  $7.6  Ml. 

LOSS:  $38  mil. 

MARKET  VALUE: 

$3.7  Ml. 

►  Born  4/2/39,  Toledo,  Ohio;  BA,  Kenyon, 
1962;  PhD  (econ.),  U.  of  Va.,  1965;  LLB,  George  Washington  Law, 
1967.  Career  path-legal;  tenure-12  years,  CEO  6  months.  Com- 
pensation: 1988  salary  &  bonus,  $815,000;  ownership,  22,000  di- 
rect, 2,000  indirect  shares.  ►  Athletic  boss  who  took  over  from 
Hays  Watkins.  Guiding  major  restructuring  to  focus  on  core 
transportation  business.  Sold  half-interest  in  Lightnet  fiber-optic 
network  and  most  of  stake  in  Texas  Gas  Transmission  Corp.  and 
in  Rockresorts.  Special  charges  for  layoffs  have  hurt  bottom  line. 


^1  CUMMINS  ENGINE 

Henry  Brewer  Schacht 

CohanMis,  hid.  812-377-5000 

SALES:  $3.3  Ml.    LOSS:  $63  mil. 

MARKET  VALUE:  $646  mil. 

►  Born  10/16/34,  Erie,  Pa.;  BS  (ind.  admin.), 
Yale,  1956;  MBA,  Harvard,  1962.  Career  path-finance/account- 
ing; tenure-25  years,  CEO  16  years.  Compensation:  1988  salary  & 
bonus,  $450,000;  ownership,  7,000  direct,  2,000  indirect  shares. 
►  Though  famous  for  digging  in  his  heels  against  Japanese  inva- 
sion in  diesel  engines,  he  hasn't  produced  steady  profits.  Faces 
new  pressure.  First,  Hanson  grabbed  9'a,  later  sold  to  Cummins' 
founding  family.  Next,  a  Hong  Kong  group  bought  10%.  Quiet 
style:  serves  on  high-profile  boards,  including  CBS,  AT&T. 


CYPRESS  SEMICONDUCTOR 

Thurman  John  Rodgers 

San  Jose,  Calif.  408-91,3-2611 

SALES:  $139  mil.    PROFITS:  $21  mil. 

MARKET  VALUE:  $417  mil. 

►  Born  3/15/48,  Oshkosh,  Wis.;  AB  (physics, 
chem.),  Dartmouth,  1970;  MS  (1973),  PhD  (1975).  Stanford.  Career 
path-engmeering/technical,  administration;  tenure-7  years, 
CEO  7  years.  Compensation:  1988  salary  &  bonus,  $220,000;  own- 
ership, 682,000  shares.'  ►  Highly  visible  Silicon  Valley  figure 
(and  it's  not  just  his  brightly  striped  shirts).  "T.  J."  made  compa- 
ny a  fast-tracker  by  focusing  on  niches  in  high-performance  chips 
that  majors  had  ignored  or  failed  to  exploit.  Demanding,  occa- 
sionally table-pounding  manager. 


CYPRUS  MINERALS 

Kenneth  J.  Barr 

Englewood,  Colo.  303-643-5000 

SALES:  $1.3  Ml.    PROFITS:  $170  mil. 

MARKET  VALUE:  $1.2  bil. 

►  Born  8/25/26,  Birmingham,  Ala.;  BS  (chem. 
eng.).  Auburn,  1947.  Career  path-engineering/technical;  ten- 
ure-42  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$520,000;  ownership,  40,000  shares.'  ►  Company  lost  money  un- 
der Amoco,  but  since  its  1985  spinoff  he's  cut  costs  and  restored 
profits.  High  copper  prices  boosted  earnings  sixfold  last  year. 
New  headquarters  is  copper-colored.  Plows  gains  into  diversifi- 
cation, including  gold  and  iron  ore.  Shares  the  wealth:  907c  of 
workers  got  profit  sharing  last  year  vs.  4%  in  1985. 


DANA 

SOUTHWOOD  J.  MORCOTT 
Toledo,  Ohio  419-535-4500 
SALES:  $5.2  Ml.    PROFITS:  $162  mil. 
MARKET  VALUE:  $1.7  Ml. 


►  Born  4/12/38,  Covington,  Ga.;  AB,  David- 
son, 1960;  MBA,  U.  of  Mich.,  1964.  Career  path-merchandising/ 
marketing,  production/manufacturing;  tenure-26  years,  CEO  2 
months.  Compensation:  1988  salary  &  bonus,  $445,000;  owner- 
ship, 8,000  shares.  ►  Long-groomed  successor  taking  the  wheel 
at  this  auto  and  truck  parts-maker.  Will  need  his  marketing  skills 
with  Detroit  in  a  slump.  Pushing  overseas  sales,  replacement 
parts.  Acquisition-minded,  but  one  disappointment:  Champion 
Spark  Plug  merger  deal  got  pricey,  slipped  away. 


DANAHER 

STEVEN  RALES 


Washington,  D.  C.  202-828-0850 
SALES:  $716  mil.    PROFITS:  $40  mil. 


MARKET  VALUE:  $414  mil. 

►  Born  3/31/51,  Pittsburgh,  Pa.;  BA,  De 
Pauw,  197;^;  Ji j.  American  Univ.  Law,  1978.  Career  path-invest- 
ments; tenure-G  years,  CEO  6  years.  Compensation:  1988  salary 
&  bonus,  $313,0(10;  ownership,  71,000  direct,  10,014,000  indirect 
shares.  ►  Junk  bends  mude  it  possible  for  him  and  brother  Mitch- 
ell to  build  a  conglomerate  selling  vinyl  siding  and  truck  brakes 
in  four  years.  Made  it  big  a.s  raiders  with  their  unsuccessful  at- 
tack on  Interco,  maker  of  London  Fog  raincoats.  Runs  a  tight 
ship,  but  with  heavy  debt.  How  will  he  fare  in  a  recession? 


DATA  GENERAL 

Edson  d.  de  Castro 

Westboro,  Mass.  508-366-8911 

SALES:  $1.4  bil.    LOSS:  $16  mil. 

MARKET  VALUE:  $460  mil. 

►  Born  9/14/38,  Plainfield,  N.  J.;  BS  (elect, 
eng.),  U.  of  Lowell,  1960.  Career  path-engineering/technical; 
tenure-21  years,  CEO  21  years.  Compensation:  1988  salary  &  bo- 
nus, $.576,000;  ownership,  847,000  shares.  ►  An  accomplished  fli- 
er (he  pilots  his  own  Beechcraft  and  the  corporate  helicopter), 
he'll  need  all  his  navigating  skills.  Company  encountering  some 
very  heavy  weather  in  the  mini-computer  slump.  Going  head-on 
against  computer  giants  is  giving  way  to  serving  smaller  custom- 
ers with  standardized  products,  a  niche  in  telecommunications. 
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DAUPHIN  DEPOSIT 


William  JOSEPH  King 


Harrisburg,  Pa.  717-255-2121 
SALES:  $298  mil.    PROFITS:  $41  mil. 


MARKET  VALUE:  $477  mil. 

►  Born  3/13/29,  Philadelphia,  Pa.;  BBA,  U  of 
Pa.,  1971;  MBA,  LaSalle,  1979.  Career  path-finance/accounting; 
:enure-10  years,  CEO  3  years.  Compensation:  1988  salary  &  bo- 
lus,  $393,000;  ownership,  7,000  shares.  ►  Runs  a  tight  ship.  He 
//atches  every  penny,  worries  about  costs,  and  keeps  loan  losses 
low.  Needs  more  growth  so  he's  stepping  up  the  pace  a  little,  hir- 
ing new  loan  officers  and  increasing  credit  fees.  Conservatism, 
however,  could  cost  him  his  independence  amid  wave  of  bank 
mergers.  Poor  golfer,  trolls  for  bass  in  the  Susquehanna. 


DAYTON  HUDSON 


Kenneth  A.  macke 


Minneapolis,  Minn.  612-370-6948 
SALES:  $12.2  bil.    PROFITS:  $287  mil. 


MARKET  VALUE:  $4.8  bil. 

►  Born  12/16/38,  Templeton,  Iowa;  BS  (retail- 
ing), Drake,  1961.  Career  path-merchandising/marketing;  ten- 
ure-28  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$1,168,000;  ownership,  63,000  direct,  10,000  indirect  shares. 
►  Told  shareholders  he'd  step  down  if  earnings,  slumping  for 
two  years,  didn't  increase  15%.  Saved  by  a  26%  jump.  Turned 
around  Mervyn's  chain  with  redesigned  stores,  better  ads,  and 
bar-code  scanners.  Rebound  in  regional  department  stores  has 
helped,  too.  Spends  free  time  at  northern  Minnesota  cabin. 


'  DEAN  FOODS 

HOWARD  M.  Dean 


Franklin  Park,  III.  312-625-6200 
SALES:  $1.6  bil.  PROFITS:  $43  mil. 
MARKET  VALUE:  $957  mil. 


►  Born  6/27/37,  Hinsdale,  111.;  BBA,  SMU, 
1960;  MBA,  Northwestern,  1961.  Career  path-finance/account- 
ing; tenure-24  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $567,000;  ownership,  163,000  direct,  146,000  indirect 
shares.*  ►  Drought  hurt  the  second-largest  milk  producer,  but  he 
passed  on  higher  costs  with  higher  prices  in  vegetables  and  pick- 
les. Earnings  back  on  track.  Founder's  grandson  also  divested 
unprofitable  juice  operation,  sold  420  Baskin-Robbins  franchises. 
Rehnquished  some  control  by  making  William  Fischer  president. 


DEERE 


HANS  W.  BECHERER 


Moline,  III.  309-765-8000 


SALES:  $5.4  bil. 


MARKET  VALUE: 


PROFITS:  $287  mil. 
$4.8  bil. 


►  Born  4/19/35,  Detroit,  Mich.;  BA  (history). 
Trinity,  1957;  MBA,  Harvard,  1962.  Career  path-merchandising/ 
marketing;  tenure-27  years,  CEO  1  month.  Compensation:  1988 
salary  &  bonus,  $558,000;  ownership,  8,000  shares.  ►  Brand-new 
in  tractor  seat  after  broad  international  experience,  shares  lead- 
ership with  Chairman  Robert  Hanson.  Company  is  climbing  out 
of  farm-crisis  rut.  This  year  promises  even  bigger  harvest,  with 
new  crop  of  tractors,  combines,  and  balers.  Labor  outlook  im- 
proves, but  60%  of  sales  still  come  from  the  farm.  Risky. 


DELMARVA  POWER  &  LIGHT 

NEVIUS  M.  CURTIS 
Wilmington,  Del.  302-429-3759 
SALES:  $768  mil.    PROFITS:  $85  mil. 


MARKET  VALUE: 
► 


$897  mil. 


Born  8/16/29,  Holyoke,  Mass.;  BA  (econ.), 
Haverford,  1951;  MBA  (fin.),  Stanford",  1956.  Career  path-fi- 
nance/accounting; tenure-11  years,  CEO  8  years.  Compensation: 
1988  salary  &  bonus,  $327,000';  ownership,  5,000  shares.**  ►  Nuke 
plant  is  back  on  line,  saving  $1  million  a  month.  But  results  are 
still  disappointing,  as  regulators  are  unconvinced  he  needs  rate 
hikes  after  years  of  reductions.  Nonregulated  units  are  small, 
not  growing,  but  he's  looking  at  trash-to-power  conversion.  De- 
scribes himself  as  "square  as  they  come";  for  fun,  he  gardens. 


DELTA  AIR  LINES 


Ronald  w.  Allen 


Atlanta,  Ga.  404-765-2600 

SALES:  $6.9  bil.    PROFITS:  $307  mil. 

MARKET  VALUE:  $3.9  bil. 

►  Born  11/20/41,  Atlanta,  Ga.;  BIE,  Ga.  Inst, 
of  Tech.,  1964.  Career  path-personnel;  tenure-26  years,  CEO  2 
years.  Compensation:  1988  salary  &  bonus,  $457,000;  ownership, 
4,000  shares.  ►  Airline's  youngest  CEO  is  a  big  beneficiary  of 
woes  at  competitor  Eastern.  Rolling  out  the  spoils  to  mostly  non- 
union staffers  with  corporate-wide  raises  and  cash  bonuses.  With 
dramatic  domestic  traffic  gains  systemwide,  he's  aggressively 
moving  into  the  international  arena.  Launched  an  ESOP  and 
placed  5%  in  the  hands  of  friendly  Swissair  to  ward  off  raiders. 


DELUXE 


HAROLD  V.  HAVERTY 

St.  Paul,  Minn.  612-483-7111 

SALES:  $1.2  bil.    PROFITS:  $143  mil. 

MARKET  VALUE:  $2.8  bil. 

►  Born  5/17/30,  Detroit,  Mich.  Career  path- 
production/manufacturing;  tenure-36  years,  CEO  3  years.  Com- 
pensation: 1988  salary  &  bonus,  $510,000;  ownership,  43,000 
shares.  ►  A  very  private  man  who  started  his  career  as  a  stock 
clerk.  Dropped  "Check  Printers"  from  company's  name  last  year, 
but  that  business  is  still  the  core.  Electronic  banking  hasn't  hurt 
much,  but  earnings  took  an  unusual  dip  last  year,  thanks  to  high 
costs.  New  high-tech  printers  should  help.  Diversifications,  such 
as  Current  greeting  cards,  growing  strongly. 


DENNISON  MFG. 


Nelson  S.  Gifford 


Waltkam,  Mass.  617-890-6350 
SALES:  $722  mil.    PROFITS:  $38  mil. 
MARKET  VALUE:  $452  mil. 
►  Born  5/3/30,  Newton,  Mass.;  AB  (econ.; 


Tufts,  1952.  Career  path-finance/accounting;  tenure-35  years, 
CEO  15  years.  Compensation:  1988  salary  &  bonus,  $430,000;  own- 
ership, 55,000  direct,  6,000  indirect  shares.  ►  Losses  at  a  venture 
with  Xerox  in  computer  printers  and  poor  performance  in  pack- 
aging— where  profits  slid  12% — wrecked  his  earnings  projec- 
tions. He  shut  down  several  foreign  operations  to  boost  earnings 
but  still  looks  to  buy  a  big  stationery  company  overseas.  Pur- 
chased Monarch  Industries,  a  maker  of  filing  systems. 
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DETROIT  EDISON 


Walter  J.  McCarthy  Jr. 
Detroit,  Mich.  313-237-8000 
SALES:  $3.1  bil.    LOSS:  $235  mil. 


MARKET  VALUE:  $3.2  bil. 

►  Born  4/20/25,  New  York,  N.  Y.;  BME,  Cor- 
nell, 1949.  Career  path-engineering/technical;  tenure-26  years, 
CEO  8  years.  Compensation:  1988  salary  &  bonus,  $451,000;  own- 
ership, 10,000  shares.**  ►  Breathing  easier  with  worst  of  Fermi2 
nuke-plant  problems  behind  him.  But  the  price  of  peace  was  high: 
Won  only  one-tenth  of  rate  increase  requested.  Had  to  boost  re- 
lated write-offs,  report  first-ever  loss  even  with  sales  at  record 
level.  Reorganizing  management  to  better  customer-responsive- 
ness, leading  massive  cost-cutting  campaign. 


DEXTER 


David  L.  Coffin 


Windsor  Locks,  Conn.  203-627-9051 

SALES:  $827  mil.    PROFITS:  $40  mil. 

MARKET  VALUE:  $685  mil. 

►  Born  12/15/25,  Windsor  Locks,  Conn.; 
attended  Trinity,  New  Eng.  Coll.  Career  path-production/manu- 
facturing, sales;  tenure-42  years,  CEO  31  years.  Compensation: 
1988  salary  &  bonus,  $484,000;  ownership.  1,261,000  direct, 
1,063,000  indirect  shares.'  ►  Last  family  member  at  helm  of  old- 
est NYSE  company.  Teabag  pioneer  now  into  specialty  chemicals, 
materials-e.g.,  space-shuttle  tile  epoxy.  Rising  costs  hurt  earn- 
ings. Hopes  restructuring,  new  ventures  will  let  him  retire  with 
an  earnings  bang.  Heir-apparent:  President  K.  Grahame  Walker. 


DIAMOND  SHAMROCK  R&M 


ROGER  ROY  HEMMINGHAUS 


San  Antonio,  Tex.  512-641-6800 


SALES:  $1.8  bil.  PROFITS:  $54  mil. 
MARKET  VALUE:  $547  mil. 


►  Born  8/27/36,  St.  Louis,  Mo.;  BS  (chem. 
eng.).  Auburn,  1958.  Career  path-engineering/technical;  ten- 
ure-6  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$575,000;  ownership,  20,000  shares.**  ►  Shrewd  planner  stepping 
on  the  gas  in  refining  and  marketing.  Those  are  the  good  parts  of 
business  right  now,  with  strong  gasoline  demand.  He  used  cash 
to  complete  big  refining  unit  and  pay  down  debt.  Savvy  marketer, 
he  spends  a  day  a  year  sweeping  the  floor  and  working  the  cash 
register  at  one  of  his  2,000  convenience  stores. 


DIEBOLD 


Robert  W.  Mahoney 


Canton,  Ohio  216-489-4000 

SALES:  $451  mil.    PROFITS:  $31  mil. 

MARKET  VALUE:  $536  mil. 

►  Born  9/10/36,  New  York,  N.  Y.;  BS  (indust. 
eng.),  Villanova,  1958;  MBA,  Roosevelt,  1961.  Career  path-mer- 
chandising/marketing, finance/accounting;  tenure-7  years,  CEO 
4  years.  Compensation:  1988  salary  &  bonus,  $279,000;  owner- 
ship, 7,000  shares.  ►  Trying  to  get  his  own  cash  machine  running 
better.  Thinks  he  can  squeeze  more  growth  from  saturated  auto- 
matic-teller market.  Picked  up  teller-machine  maintenance  outfit, 
but  sales  are  still  flat.  Had  success  in  cutting  costs  from  opera- 
tions, which  helped  him  post  a  big  first-half  profit  gain. 


DIGITAL  EQUIPMENT 

KENNETH  HARRY  OLSEN 
Maynard,  Mass.  508-493-5111 
SALES:  $11.5  bil.    PROFITS:  $1.3  bil. 
MARKET  VALUE:  $12  bil. 


►  Born  2/20/26,  Stratford,  Conn.;  BS  (elect, 
eng.),  1950;  MS  (elect,  eng.),  1952,  MIT.  Career  path-entrepre- 
neur, engineering/technical;  tenure-32  years,  CEO  32  years. 
Compensation:  1988  salary  &  bonus,  $932,000;  ownership, 
2,421,000  direct,  20,000  indirect  shares.  ►  Rolling  up  sleeves  as 
company  goes  through  tough  transition.  Must  slim  down,  cut 
overhead  to  compete  with  leaner  rivals  in  competitive  worksta- 
tion business.  Reorganizing  sales  force.  New  large  computers 
that  compete  with  IBM's  should  position  him  for  recovery. 


DILLARD  DEPARTMENT  STORES 

WILLIAM  THOMAS  DiLLARD 
Little  Rock,  Ark.  501-376-5200 
SALES:  $2.6  bil.    PROFITS;  $114  mil. 
MARKET  VALUE:  $2.2  bil. 


►  Born  9/2/14,  Mineral  Springs,  Ark.;  BSBA, 
U.  of  Ark.,  1935;  MSBA,  Columbia,  1937.  Career  path-retailing; 
tenure-51  years,  CEO  51  years.  Compensation:  1988  salary  &  bo- 
nus, $1,193,000;  ownership,  43,000  shares.  ►  Expert  at  turning 
around  other  chains'  castoffs.  Operates  150  stores,  mainly  Mid- 
west and  Southwest.  Sales  strong  despite  dependence  on  Energy- 
Belt  market.  Now  this  ferocious  cost-trimmer  is  taking  a  page 
from  that  other  Arkansas  retailer,  Sam  Walton:  He's  cutting 
back  periodic  sales  and  stressing  across-the-board  price  cuts. 


[""""^JUBBH  DISNEY  (WALT) 

$       iP«f'  Michael  Dammann  EISNER 

^        Hurbank,  Calif.  818-560-1000 

!i  '     \LES:  $3.4  bil.    PROFITS:  $522  mil. 

V  >  ^lll  MARKET  VALUE:  $16  bil. 

►  Born  3/7/42,  Mt.  Kisco,  N.  Y.;  BA  (English 
lit./the;>t.er),  Donison,  1964.  Career  path-network  TV,  film 
entmt.;  tcnare-5  years,  CEO  5  years.  Compensation:  1988  salary 
&  boiiu.^.  $7,506,000;  ownership,  353,000  direct,  29,000  indirect 
shares.  *  '-.ig  j;ayeheck  riles  some  critics,  but  he  continues  to  con- 
found thtr'i  His  Honey,  I  Shrunk  the  Kids  a  surprise  blockbust- 
er. Recently  launched  new  studio  called  Hollywood  Pictures. 
Now  he's  i  -:a(.'y  to  break  ground  on  a  $2.5  billion  French  park. 
With  a  load  of  cash  he  may  do  a  big  deal,  but  won't  pay  top  dollar. 


DIVERSIFIED  ENERGIES 

Albert  D.  Etchelecu 


Minneapolis,  Minyi.  612-342-5101 
SALES:  $764  mil.    PROFITS:  $32  mil. 


MARKET  VALUE:  $508  mil. 


►  Born  9/30/37.  Santa  Barbara,  Calif.;  BS 
U.  of  Calif,  at  Santa  Barbara,  1958.  Career 


(business  admin 
path-merchandising/marketing;  tenure-8  years,  CEO  8  years. 
Compensation:  1988  salary  &  bonus,  $751,000;  ownership,  3,000 
shares."  ►  Diversified's  the  name,  diversification's  the  game.  His 
Minnegasco  utility  cranks  out  earnings,  but  growth  is  slow.  Oth- 
er businesses  yet  to  take  off.  Gas  production  suffers  from  weak 
prices.  Meter-reading  system  hasn't  taken  off;  New  York  City  is 
testing  it.  Diversified  pastimes:  painting,  golfing,  skiing. 
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DOMINION  BANKSHARES 


Warner  Norris  Dalhouse 
Roanoke,  Va.  703-563-7000 


SALES:  $898  mil.    PROFITS:  $83  mil. 

MARKET  VALUE:  $855  mil. 

►  Born  6/4/34,  Roanoke,  Va.;  BS  (commerce), 
U.  of  Va.,  1956.  Career  path-merchandising/marketing;  ten- 
ure-37  years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$479,000;  ownership,  29,000  direct,  12,000  indirect  shares. 
►  Started  at  bank  as  a  teenage  gofer.  As  CEO,  he  tripled  assets  to 
$9.5  billion,  watched  earnings  soar.  Now  chairman,  too,  concen- 
trates on  consolidating  many  1980s  acquisitions-which  took  him 
into  Maryland,  Tennessee,  and  D.  C.-and  extracting  still  more 
profit.  A  runner,  World  War  II  buff,  and  Roanoke  cultural  pillar. 


DOMINION  RESOURCES 

WILLLAM  WILLIS  BERRY 


Richmond,  Va.  804-775-5700 

SALES:  $3.3  bil.    PROFITS:  $491  mil. 

MARKET  VALUE:  $4.3  bil. 

►  Born  5/18/32,  Norfolk,  Va.;  BS  (elect,  eng.), 
Va.  Mil.  Inst.,  1954;  MA  (commerce),  U.  of  Richmond,  1964.  Career 
path-engineering/technical;  tenure-32  years,  CEO  7  years.  Com- 
pensation: 1988  salary  &  bonus,  $558,000;  ownership,  6,000  direct, 
8,000  indirect  shares.  ►  He's  trying  to  reposition  for  the  new  elec- 
tric-power industry  he  sees  down  the  road.  His  utility  will  buy 
most  new  capacity  from  independent  producers,  cogenerators. 
Energy  unit  is  co-developing  independent  power  projects  nation- 
wide. Struggling  with  nukes,  regulators. 


DONNELLEY  (R.  R.)  &  SONS 


John  R.  Walter 

Chicago,  III.  312-326-8000 

SALES:  $2.9  bil.    PROFITS:  $205  mil. 

MARKET  VALUE:  $3.7  bil. 

►  Born  1/20/47,  Pittsburgh,  Pa.;  BS  (busi- 
ness admin.),  Miami  U.  (Ohio),  1969.  Career  path-merchandising/ 
marketing;  tenure-20  years,  CEO  9  months.  Compensation:  1988 
salary  &  bonus,  $405,000;  ownership,  28,000  shares.  ►  Youthful 
surprise  choice  of  predecessor  and  Chairman  John  Schwemm.  In- 
herits prospering  printing  giant.  Diversified  from  traditional 
book,  magazine,  catalog  printing  into  phone  directories,  data 
bases,  computer  manuals.  He  gets  credit  for  nudging  company 
into  information  services.  Collects  antique  clocks. 


DOVER 


Gary  L.  Roubos 


New  York,  N.  Y.  212-826-7160 
SALES:  $2  bil.    PROFITS:  $U6  mil. 


MARKET  VALUE: 


'.4  bil. 

►  Born  11/7/36,  Denver,  Colo.;  BS  (chem. 
eng.),  U.  of  Colo.,  1959;  MBA,  Harvard,  1963.  Career  path- 
merch./mktng.,  prod./mfg.;  tenure-18  years,  CEO  8  years.  Com- 
pensation: 1988  salary  &  bonus,  $924,000;  ownership,  40,000  di- 
rect, 16,000  indirect  shares.  ►  Recently  named  chairman,  a  post 
vacant  since  '86.  A  vote  of  confidence  in  his  strategy:  buying 
manufacturers  with  strong  management  teams,  giving  them  al- 
most free  rein.  Diversified  company's  latest  target  is  itself.  Buy- 
ing back  6  million  shares.  With  previous  4  million,  that's  10%. 


DOW  CHEMICAL 


Frank  P()P(jfi- 


Midland,  Mich.  517-636-5250 

SALES:  $16.7  bil.    PROFITS:  $2.4  bil. 

MARKET  VALUE:  $18.9  bil. 

►  Born  10/27/35,  Sofia,  Bulgaria;  BS  (chem.), 
1957;  MBA,  1959,  Ind.  Career  path-merchandising/marketing; 
tenure-30  years,  CEO  2  years.  (Compensation:  1988  salary  &  bo- 
nus, $1,040,000;  ownership,  47,000  shares.**  ►  As  demand  for  his 
basic  chemicals  weakens,  he  expects  growth  and  stability  from 
consumer  products,  drugs,  specialty  chemicals.  Signed  joint  ag- 
chemicals  venture  with  Eli  Lilly.  Agreed  to  buy  Marion  Labs, 
merge  it  with  Merrell  Dow  drug  unit,  then  spin  off.  Middle-Euro- 
pean charm  makes  him  popular  among  the  troops. 


DOW  JONES 


WARREN  H.  PHILLIPS 


New  York,  N.  Y.  212-416-2000 
SALES:  $1.6  bil.    PROFITS:  $228  mil. 


MARKET  VALUE:  $4  bil. 

►  Born  6/28/26,  New  York,  N.  Y.;  BA  (econ.). 


Queens,  1947.  Career  path-journalism;  tenure-42  years,  CEO  15 
years.  Compensation:  1988  salary  &  bonus,  $740,000;  ownership, 
28,000  shares.  ►  Looking  for  signs  of  a  turnaround.  The  Wall 
Street  Journal'?,  circulation  and  advertising  still  down.  Info  ser- 
vices, including  Telerate,  which  now  contribute  most  profits  and 
all  growth,  facing  aggressive  moves  by  Reuters.  Named  Jour- 
nal's Peter  Kann  president  over  Info  Services'  William  Dunn-a 
sign  he  hasn't  lost  his  heart  to  high  tech. 


DPL 


Pkter  h.  Forster 


Dayton,  Ohio  513-224-6000 
SALES:  $989  mil.    PROFITS:  $136  mil. 
MARKET  VALUE:  $1.1  bil. 


►  Born  5/28/42,  Berlin,  Germany;  BS  (elect, 
eng.),  U.  of  Wis.,  1964;  JD,  Brooklyn  Law,  1972.  Career  path- 
engineering/technical,  legal;  tenure-16  years,  CEO  5  years.  Com- 
pensation: 1988  salary  &  bonus,  $529,000;  ownership,  9,000  direct, 
5,000  indirect  shares.  ►  Runs  an  efficient  utility,  but  draws  heavy 
fire  from  Ohio  consumer  groups.  Backed  off  plan  to  get  rate  hikes 
in  advance  for  costly  nuclear-to-coal  conversion.  Now  he's  rais- 
ing operating  costs  by  investing  for  maintenance.  No  apologies, 
though.  Says  he's  actually  saving  consumers  a  bundle  that  way. 


DQE 

Wesley  W.  Von  Schack 


Pittsburgh,  Pa.  412-393-6000 

SALES:  $1.1  hil.     PROFITS:  $137  mil. 


MARKET  VALUE: 


►  Born  4/15/44, 


U.3  bil. 
Long  Island, 


N.Y.;  AB 

(econ.),  Fordham,  1965;  MBA,  St.  John's,  1971.  Career  path-fi- 
nance/accounting, administration;  tenure-5  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $261,000;  ownership,  8,000 
direct,  2,000  indirect  shares.  ►  Has  overcome  problems  of  overex- 
pansion  as  Rust  Belt  plants  were  shutting  down.  Now,  following 
industry  trend,  he's  keen  to  develop  unregulated  businesses  such 
as  conservation  services  and  power  cogeneration  via  new  holding 
company.  On  improved  results,  bought  back  21%  of  the  stock. 
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THE  CORPORATE 


DRESSER  INDUSTRIES 


JOHN  Joseph  Mukphy 


Dallas,  Tex.  21^-7^0-6000 

SALES:  $3.9  bil.    PROFITS:  $133  mil. 


MARKET  VALUE:  $3.2  bil. 
►  Born  1 1/24/31,  Olean,  N.  Y. 


BS 
1981. 


(mech. 
Career 


eng.),  Rochester  Inst,  of  Tech.,  1952;  MBA,  SMU 
path-engineering/technical,  production/manufacturing;  ten- 
ure-37  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$978,000;  ownership,  26,000  shares.  ►  His  pruning  is  starting  to 
bear  fruit.  Cut  company  from  19  divisions  to  five-all  energy-re- 
lated, and  profits  are  up  sixfold.  Now  expanding  into  engineered 
products  and  services,  buying  more  energy  businesses,  and  push- 
ing six  joint  ventures,  including  a  tractor  project  with  Komatsu. 


DREYFUS 


Howard  M.  Stein 


New  York,  N.  Y.  213-238-4000 
SALES:  $268  mil.    PROFITS:  $91  mil. 


MARKET  VALUE:  $1.3  bil. 


►  Born  10/6/26,  Brooklyn,  N.  Y.  Career  path  | 
-brokerage;  tenure-34  years,  CEO  24  years.  Compensation:  1988 
salary  &  bonus,  $1,531,000;  ownership,  1,084,000  direct,  60,000  in-  j 
direct  shares.  ►  Marketing  ace  and  longtime  mutual  fund  expert  j 
saw  big  opportunity  when  short-term  rates  rose.  With  investors 
hungry  for  ever  better  yields,  he  set  up  a  fund  to  invest  in  safe  I 
overseas  dollar-denominated  assets.  Waived  management  fee  to 
boost  mouth-watering  yield  even  more.  Took  in  $2  billion  in  eight  j 
months.  Rival  Fidelity  started  a  similar  fund. 


DSC  COMMUNICATIONS 


JAMES  Lee  Donald 


Piano,  Tex.  214-519-3000 


SALES:  $340  mil.    PROFITS:  $20  mil. 

MARKET  VALUE:  $551  mil. 

►  Born  7/5/31,  Carthage,  Tex.;  BS  (eng.), 
1957;  MS  (eng.),  1965,  SMU.  Career  path-engineering/technical, 
corporate  management;  tenure-8  years,  CEO  8  years.  Compensa- 
tion: 1988  salary  &  bonus,  $732,000;  ownership,  578,000  shares. 
►  Shepherded  company  through  big  changes:  from  one  product- 
digital  phone-dialing  system-and  one  customer-MCI-to  a  broad- 
er business.  Shifted  focus  to  intelligent  switching  networks,  and 
customers  include  all  Baby  Bells  and  almost  all  independents. 
Now  197'  of  revenues  are  arriving  from  Japan. 


DU  PONT 


Edgar  S.  Woolard  Jr. 


Wilmington,  Del.  302-774-1000 
SALES:  $32.9  bil.    PROFITS:  $2.2  bil. 


MARKET  VALUE: 


.3  bil. 


►  Born  4/15/34,  Washington,  N.  C;  BS  (in- 
dust.  eng.),  N.  C.  State,  1956.  Career  path-engineering/technical, 
production/manufacturing;  tenure-32  years,  CEO  6  months. 
Compensation:  1988  salary  &  bonus,  $1,213,000;  ownership, 
17,000  direct,  2,000  indirect  shares.  ►  Trying  to  push  slow-grow- 
ing giant  into  high  gear.  Moving  into  biomedicine,  electronics, 
farm  pesticides-with  generally  good  results.  Youngest  CEO  in  ^ 
decades  won  acclaim  for  turning  around  fibers  unit.  For  costume 
parties,  he's  showed  up  as  as  Boy  George  and  Amadeus. 


DUKE  POWER 

William  States  lee 


Charlotte,  N.  C.  704-373-4011 
SALES:  $3.6  bil.    PROFITS:  $448  mil. 


MARKET  VALUE:  $5.2  bil. 


►  Born  6/23/29,  Charlotte,  N.  C;  BS  (civil 
eng.),  Princeton,  1951.  Career  path-engineering/technical;  ten- 
ure-35  years,  CEO  7  years.  Compensation:  1988  salary  &  bonus, 
$533,000;  ownership,  1,000  direct,  43,000  indirect  shares.'  ►  Runs 
an  unusual  company:  a  utility  committed  to  nuclear  power  that's 
also  very  well  managed.  Low-cost  nuke  plants  and  aggressive 
cost-cutting  keep  his  balance  sheet  strong.  Now  he's  undertaking 
a  Louisiana  joint  venture  to  develop  nation's  first  private  urani- 
um enrichment  plant.  Off  hours,  he's  a  skier. 


DUN  &  BRADSTREET 


Charles  W.  Moritz 


New  York,  N.  Y.  212-593-6800 

SALES:  $4.3  bil.    PROFITS:  $499  mil. 

MARKET  VALUE:  $11.1  bil. 

►  Born  8/22/36,  Washington,  D.  C;  BA,  Yale, 
1958.  Career  path-merchandising/marketing;  tenure-29  years, 
CEO  5  years.  Compensation:  1988  salary  &  bonus,  $1,120,000; 
ownership,  50,000  direct,  1,000  indirect  shares.  ►  Company's  ster- 
ling reputation  hurt  by  scandal  involving  customers  charged  for 
more  credit  services  than  they  needed.  But  strong  performance 
continues  and  stock  is  strong.  Gentlemanly  style,  but  keeps  such 
market  leaders  as  Nielsen  growing  aggressively.  Recently  sold 
Thomas  Cook  Travel  USA  and  the  Official  Airline  Guides. 


E-SYSTEMS 


E.  GE.N'K  Keiffer 


Dallas,  Tex.  214-661-1000 


.ALES:  $1.4  bil. 


lARKET  VALUE: 


PROFITS:  $75  mil. 
$1.1  bil. 


P>orn  8/25/29,  Dallas,  Tex.;  BS  (electronic 
eng.),  1955;  (electronic  eng.),  1962,  SMU.  Career  path-engin- 
eering/technical; U,ni:<  p-  :i9  years,  CEO  6  months.  Compensation: 
1988  salary  &  bonus,  $615,000;  ownership,  42,000  shares.*  ►  Em- 
ployees at  defense-electronics  company  view  new  man  on  job  as  a 
shirt-sleeves  engineer,  n:.t  a  manager.  A  ham-radio  enthusiast 
who  holds  patents  in  antenna  de^-.ii^n,  his  house  is  filled  with  elec- 
tronic gadgets.  At  the  office,  he  concentrates  on  defense  areas 
that  still  thrive:  intelligence  reconnaissance,  electronics  systems. 


EASTERN  ENTERPRISES 


ROBERT  WEINIG 


Weston,  Mass.  617-647-2300 
SALES:  $672  mil.    PROFITS:  $51  mil. 
MARKET  VALUE:  $737  mil. 


►  Born  8/3/30,  Columbus,  Ohio;  BA  (busi- 
ness), Dartmouth,  1952;  MBA,  Amos  Tuck  (Dartmouth),  1955.  Ca- 
reer path-finance/accounting;  tenure-23  years,  CEO  2  years. 
Compensation:  1988  salary  &  bonus,  $426,000;  ownership,  22,000 
direct,  1,000  indirect  shares.  ►  Changed  name  from  Eastern  Gas 
&  Fuel  to  reflect  expanding  activities:  gas,  barges,  water  treat- 
m.ent,  coal.  Deal  to  sell  stake  in  Peabody  Coal  to  Newmont  Min- 
ing fell  apart.  Bought  Millipore's  water-purification  unit  for  $54 : 
million.  Potential  problem:  Senior  aides  inexperienced  at  the  top. 
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HOW  TO  PUT  TOGETHER 
A  PERSONAL  PORTFOLIO 

THAT  CAN  WEATHER 
MARKET  UNCERTAINTIES. 


Diversifying  invest- 
ments among 
stocks,  bonds 
and  money 
market  instruments  is  a  time- 
tested  defense  against  market 
uncertainties. 

And  by  investing  in  mutual 
funds  rather  than  just  individual 
stocks  and  bonds,  you  get  signifi- 
cant added  diversification  (a  typi- 
cal stock  fund,  for  example,  may 
invest  in  50  or  even  100  companies). 

But  with  more  than  2,000  funds 
to  choose  from,  selecting  the  ones 
that  best  fit  your  needs  can  be 
difficult. 

FACTS  ON  FUNDS  " 
Helps  You  Choose  The  Right  Funds 
For  Your  Personal  Portfolio. 

This  Vanguard  booklet  makes  it  easy  to 
evaluate  different  Vanguard  funds  for 
your  portfolio  according  to  the  degree  of 
risk  you're  comfortable  with  and  the  level 
of  income  or  growth  or  total  return  you 
seek  for  your  future. 

You  can  see  at  a  glance  which  Vanguard 
funds  have  the  same  risk  tolerance  (or  intol- 
erance) you  do . . .  the  same  goals . . .  the  same 
long  or  short  time  frame  for  achieving  those 
goals. 

Funds  are  divided  into  eight  groups 
according  to  Objective  (like  long-term 
growth,  current  income),  the  Risk/Reward 
Potential,  and  Who  Should  Invest. 

If  you  want  an  equity  fund  for  capital 
growth  but  also  need  an  income-producing 
investment,  which  funds  should  you  con- 
sider? You'll  find  many  that  meet  this  objective 
in  FACTS  ON  FUNDS. 


*A  CD's  payment  of  principal  and  interest  is  guaranteed 
by  a  Federal  Government  agency 


Get  The  Facts  About  The  Rewards, 
Risk,  And  Performance  Records 
Of  Over  40  Stock,  Bond,  And 
Money  Market  Investments. 

•  Which  funds  are  best  suited  to 
conservative  investors— which 
are  designed  for  investors  who 
are  willing  to  accept  potentially 
sharp  volatility  in  return  for 
very  high  yield? 

'  If  you  have  a  CD*  maturing, 
what  type  of  fund  should  you 
invest  in  if  you're  looking  for 
the  highest  current  income 
you  can  get  without  risking 
your  principal? 

•  If  you  want  to  buy  a  second 
home  or  send  your  children 
to  college  10  or  15  years 
down  the  road,  which  funds 
have  the  potential  for 
above-average  returns? 

You'll  find  the  answers  in  FACTS  ON  FUNDS. 
Call  for  your  free  copy  today 

Call  1-800-662-SHlP 
Any  Hour,  Any  Day 
For  Vanguard's  Free  Booklet 
FACTS  ON  FUNDS 

Please  send  me  your  free  booklet,  "Facts  On  Funds  '"""^ 

The  Vanguard  Group 
Investor  Information  Department 

Vanguard  Financial  Center 
Valley  Forge,  Pennsylvania  19482 

Name 


AHHrf><;<; 

City 

State 

Zip 

Phone ( 

) 

( 

) 

I  (Evening)     ^^^^     (Day)  | 

TH^^^niardGROUP 

^^OF  INVESTAAENT  COMPANIES 


RPORATE    EL  IT 


EASTERN  UTILITIES  ASSOCIATES 

Donald  Gene  Pakdus 
Boston,  Mass.  617-357-9590 


SALES: 


mil.    PROFITS:  $40  mil. 


MARKET  VALUE:  $487  mil. 

►  Born  8/1/40,  Stafford,  Conn.;  BS  (business, 
accounting),  U.  of  Hartford,  1966.  Career  patli-finance/account- 
ing;  tenure-10  years,  CEO  6  months.  Compensation:  1988  salary 
&  bonus,  $260,000;  ownership,  4,000  shares.''  ►  Golf  lover  is  con- 
centrating on  two  takeovers-one  hostile,  one  friendly-begun  by 
predecessor.  Still  committed  to  nukes  after  all  these  years  and  all 
these  problems.  Construction  snags  on  Seabrook  plant,  of  which 
his  utility  owns  15%,  have  consistently  nailed  earnings.  But  stake 
came  cheap,  so  maybe  it'll  pay  off  handsomely  . . .  someday. 


EASTMAN  KODAK 


Colby  h.  Chandler 


Rochester,  N.  Y.  716-724-4000 
SALES:  $17  bil.    PROFITS:  $1.4  Ml. 
MARKET  VALUE:  $15. 7  bil. 


►  Born  5/15/25,  Farmington,  Me.;  BS  (eng. 
physics),  U.  of  Me.,  1950;  MS  (indust.  management),  MIT,  1963. 
Career  path-engineering/technical,  administration;  tenure-39 
years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$1,252,000;  ownership,  4,000  shares.  ►  Tough  times.  The  $5.1  bil- 
lion Sterling  Drug  acquisition  hard  to  integrate,  and  resulting 
debt  is  taking  a  toll  of  the  bottom  line.  Core  photo  business  suf- 
fers from  slow  growth,  industry  overcapacity,  Japanese  competi- 
tion. Slashing  jobs  may  help,  but  takeover  rumors  still  swirl. 


EATON 


James  Robert  Stover 
Cleveland,  Ohio  216-523-5000 
SALES:  $3.5  bil.    PROFITS:  $228  mil 
MARKET  VALUE:  $2.5  bil. 


►  Born  1/12/27,  Marion,  Ind.;  BME,  Catholic 
U.  of  America,  1950;  LLB,  George  Washington  Law,  1955.  Career 
path-engineering/technical,  production/manufacturing;  ten- 
ure-34  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$1,144,000;  ownership,  25,000  direct,  10,000  indirect  shares. 
►  Keeps  Rust  Belt  company  on  track,  despite  softening  in  key 
auto,  truck  components.  Hopes  to  sell  below-par  defense  elec- 
tronics group-so  far,  no  takers.  Replaced  company  president 
with  another  closer  to  his  own  style-hands-on  management. 


ECHLIN 


Frederick  J.  Mancheski 
Branford,  Conn.  203-481-5751 
SALES:  $1.3  bil.    PROFITS:  $62  mil. 


market  VALUE:  $941  mil. 
►  Born  7/21/26,  Stevens  Point, 


Wis.;  BS 

(mech.  eng.),  U.  of  Wis.,  1948.  Career  path-production /manufac- 
turing; tenure-26  years,  CEO  20  years.  Compensation:  1988  sala- 
ry &  bonus,  $400,000;  ownership,  284,000  direct,  14,000  indirect 
shares.  ►  Has  bought  26  auto-parts  companies  since  1985,  most 
of  them  unprofitable.  Still  hunting,  especially  for  profitable  ones. 
Working  to  integrate  farflung  operations,  fill  orders  in  under  48 
hours,  restore  margins  to  greater  than  30%.  Known  for  giving 
teddy  bears  to  visitors,  stock  options  to  workers. 


ECOLAB 

PiERSON  M.  Grieve 

St.  Paul,  Minn.  612-293-2233 


SALES:  $1.2  bil.  PROFITS:  $44  mil. 
market  VALUE:  $879  mil. 


►  Born  12/5/27,  Flint,  Mich.;  BA  (business). 
Northwestern,  1950.  Career  path-business;  tenure-7  years,  CEO 
7  years.  Compensation:  1988  salary  &  bonus,  $526,000;  owner- 
ship, 105,000  direct,  15,000  indirect  shares.  ►  Grass  sure  wasn't 
green.  The  1988  drought  parched  the  ChemLawn  unit,  acquired 
in  1987  at  a  premium  price.  Cool,  wet  spring  stunted  recovery. 
And  service  suffered  when  he  tried  to  revamp  the  lawn-care 
unit's  sales  structure.  Cleaning  and  maintenance  lines  doing 
well.  But  takeover  rumors  sprouting  like  crabgrass. 


EDISON  BROTHERS  STORES 


Andrew  E.  Newman 


St.  Louis,  Mo.  314-331-6000 
SALES;  $919  mil.    PROFITS:  $36  mil. 
market  VALUE:  $665  mil. 


►  Born  8/14/44,  St.  Louis,  Mo.;  AB  (business 
admin.),  1966;  MBA,  1968,  Harvard.  Career  path-merchandising/ 
marketing;  tenure-19  years,  CEO  2  years.  Compensation:  1988 
salary  &  bonus,  $475,000;  ownership,  132,000  shares."  ►  Juke-box 
collector  spins  an  upbeat  tune  these  days.  Mall-oriented  chain  has 
rebounded  from  rocky  period  in  mid-'80s  by  dumping  laggard 
stores,  spiffing  up  the  keepers.  He's  also  done  some  shopping, 
grabbing  J.  Riggings  apparel  stores  for  $41  million  last  year. 
Company's  return  on  equity  highest  in  five  years. 


EDWARDS  (A.  G.) 


Benjamin  Franklin  Edwards  HI 
St.  Louis,  Mo.  314-289-3000 
SALES:  $501  mil.    PROFITS:  $35  mil. 


MARKET  VALUE:  $611  mil. 

>  Born  10/26/31,  St.  Louis,  Mo.;  BA  (econ.), 
Princeton,  195,1  Career  path-retail  brokerage;  tenure-33  years, 
CEO  24  years.  Compensation:  1!)88  salary  &  bonus,  $500,000;  own- 
ership, 322,000  shares.  ►  At  this  102-year-old  Midwestern  broker- 
age, he  rides  away  from  the  Wall  Street  herd.  Focuses  on  selling 
stocks  and  bonds  to  heartland  retail  customers.  Acts  solely  as 
agent,  resisting  the  temptation  to  develop  his  own  products  for 
clients.  Enjoys  much  bigger  margins  than  Street's  biggies.  Being 
888  miles  away  from  Wall  Street's  high  rents  helps. 


EG&G 


JOHN  M.  KUCHARSKI 


We  lies  ley,  Mass.  617-237-5100 

SALES:  $1.4  bil.    PROFITS:  $69  mil. 

MARKET  VALUE:  $976  mil. 

►  Born  2/10/36,  Milwaukee,  Wis.;  BS  (elect, 
eng.),  Marquette,  1958;  JD,  George  Washington  Law,  1965.  Ca- 
reer path-engineering/technical;  tenure-17  years,  CEO  2  years. 
Compensation:  1988  salary  &  bonus,  $685,000;  ownership,  15,000 
shares.  ►  Trying  to  consolidate  160  high-tech  operations  and  find 
ways  to  be  more  efficient.  Also  wants  less  dependence  on  govern- 
ment orders,  more  products  for  commercial  markets.  Core  busi- 
ness still  management  of  government  installations,  including 
Kennedy  Space  Center.  Spare-time  pursuit:  painting  toy  soldiers. 
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Bring  Your 
Business  To  A  State 
That's  FullOf  Top 
Performing  Conmanies 


K(H.il  Naliiin.il  H.illd  ot  Spain  al  Spok  li 


South  Carolina  brings  out  the  best 
pcrtbrmances  in  companies  and  tlieir 
workers  with  a  quality  of  lite  that 
helps  stimulate  the  mind  and  enrich 
the  spirit.  Spoleto  Festival  USA  -  one 
of  the  world's  preeminent  presenta- 
tions of  the  pertbrming  arts  -  is  but 
one  example  of  the  varied  cultural, 
historical  and  educational  resources 
that  make  South  Carolina  a  premium 
business  location. 

Indeed,  a  number  of  leading 
companies  are  known  for  top  pcrtbrm- 
ances in  South  Carolina.  Michelin  Tire 
Corporation  has  made  South  Carolina 
its  U.S.  home,  locating  the  company  's 
North  American  headquarters  and  four 
of  its  five  U.S.  manufacturing  facilities 
here.  Alumax  Inc.'s  South  Carolina 
plant,  which  runs  at  full  capacity' pro- 
ducing 200,000  tons  of  aluminum 
per  year,  is  rated  the  most  efficient  in 


the  entire  industn.  And  N(^R's  engi- 
neering and  manufacturing  complex 
has  raiiked  No.  1  in  its  worldwide 
system  tor  the  past  three  years,  based 
on  worker  productivity. 

South  Carolina's  quality'  of  life 
obviously  inspires  great  performances 
from  its  work  force.  Perhaps  that's 
why  we  have  the  highest  levels  of 
productivity  and  lowest  levels  of  work 
stoppage  in  the  U.S. 

We're  ready  to  make  your  company 
a  top  performer,  too.  Just  contact: 
Wayne  L.  Sterling,  C.I.D.,  Director, 
South  Carolina  State  Development 
Board,  Suite  9005,  P.O.  Box  927, 
Columbia,  SC  29202.  Phone  (80^) 
737-0887  or  Fax  (803  )  737-0418. 

South  Camlina 


THE    CORP  ORATE    E  L  I  T 


ELECTRONIC  DATA  SYSTEMS 


Lester  m.  Albekihal  jr 
Dallas,  Tex.  2U-60h-6000 
SALES:  $k.  7  hil.    PROFITS:  $38Jt.  mil. 
MARKET  VALUE:  $2.8  hil. 
►  Born  2/27/44,  Corpus  Christi,  Tex.; 


BBA 

(accounting),  U.  of  Tex.,  1908.  Career  path-engineering/techni- 
cal; tenure-21  years,  CEO  3  years.  Compensation:  1988  salary  & 
bonus,  NA;  ownership,  NA.  ►  Riding  iiigh.  He  won  court  rulings 
limiting  ability  of  old  boss  Ross  Perot  to  lure  away  staff.  And  he 
landed  large  contracts  in  computer  services,  including  10-year, 
$550  million  deal  with  First  City  Bancorp.  Now  serving  6,000  fi- 
nancial institutions.  Next,  may  take  on  IBM  in  mainframes.  For 
his  good  deeds,  parent  GM  named  him  second-ever  chairman. 


EMERSON  ELECTRIC 

Charles  F.  Knight 


St.  Louis,  Mo.  3U-553-2000 
SALES:  $6. 7  hil.    PROFITS:  $529  mil. 


MARKET  VALUE:  $8.^  hil. 

►  Born  1/20/36,  Lake  Forest,  111.;  BS  (mech. 
eng.),  1958;  MBA,  1959,  Cornell.  Career  path-consulting;  ten- 
ure-17  years,  CEO  16  years.  Compensation:  1988  salarv  &  bonus, 
$1,681,000;  ownership",  469,000  shares.  ►  With  the  defense  indus- 
try ailing,  earnings  in  some  units  have  been  falling.  But  strength 
in  consumer  products  let  him  log  the  company's  31st  straight 
year  of  profit  gains.  Reputation  as  one  of  America's  best  manag- 
ers could  be  hurt  by  a  federal  grand  jury  probe  involving  the  com- 
pany's government  business.  No  charges  have  been  brought. 


ENGELHARD 

Orin  r.  Smith 


Edison,  N.  J.  201-632-6000 

SALES:  $2.4  hil.    PROFITS:  $64  mil. 

MARKET  VALUE:  $]  hil. 

►  Born  8/13/35,  Newark,  N.  J.;  BA,  Brown, 
1957;  MBA,  Seton  Hall,  1964.  Career  path-merchandising/ mar- 
keting; tenure-13  years,  CEO  5  years.  Compensation:  1988  salary 
&  bonus,  $875,000;  ownership,  98,000  direct,  25,000  indirect 
shares.  ►  Despite  falling  revenue,  sticking  to  long-term  strategy 
of  cutting  dependence  on  precious  metals  while  expanding  his 
coating-pigment,  chemical-catalyst  businesses.  Picked  up  a  Kai- 
serTech  Ltd.  chemical  unit  for  $238  million.  Built  eight  foreign 
plants  as  springboard  for  overseas  growth.  Collects  classic  cars. 


ENRON 

Kenneth  Lee  Lay 


Houston,  Tex.  713-853-6161 


SALES:  $5. 7  hil.  PROFITS:  $130  mil. 
MARKET  VALUE:  $2.6  hil. 


*■  Born  4/15/42,  Tyrone,  Mo.;  BA  (1964),  MA 
(1965),  U.  of  Mo.;  PhD  (econ.),  U.  of  Houston,  1970.  Career  path- 
-engineering/technical;  tenure-5  years,  CEO  5  years.  Compensa- 
tion: 1988  salary  &  bonus,  $977,000;  ownership,  6,000  shares. 
►  Regulatory  expert  knows  Washington  scene.  Helped  him  build 
nation's  biggest  pipeliner  in  freewheeling  gas  business,  mostly 
by  acquisition.  Now  wants  to  grow  in  exploration,  pushing  ener- 
gy cogeneration.  Profits  still  soft  and  debt  too  high.  Jogger  and 
an  influential  speaker  who  sways  the  industry. 


ENSERCH 

WILLIAM  C.  MCCORD 


Dallas,  Tex.  214-651-8700 
SALES:  $2. 7  hil.    PROFITS:  $11  mil. 


MARKET  VALUE:  $1.4  hil. 

►  Born  4/1/28,  San  Antonio,  Tex.;  BS  (mech. 
eng.),  Tex.  A&M,  1949.  Career  path-engineering/technical;  ten- 
ure-40  years,  CEO  19  years.  Compensation:  1988  salary  &  bonus, 
$650,000;  ownership,  21,000  direct,  21,000  indirect  shares.  ►  Just 
playing  oilpatch  waiting  game.  Shut  down  oilfield  services  until 
prices  improve,  but  has  yet  to  find  a  buyer  for  one  unit.  Mean- 
while, relies  on  Ebasco  engineering  subsidiary,  which  booked 
$1.1  billion  in  new  business.  When  higher  oil  and  gas  prices  come, 
he'll  benefit  thanks  to  cheap  reserves.  Active  Scout  leader. 


ENTERGY 

EDWIN  LUPBERGER 


New  Orleans,  La.  504-529-5262 
SALES:  $3.6  hil.    PROFITS:  $498  mil. 


MARKET  VALUE:  $4.4  hil. 

►  Born  6/5/36,  Atlanta,  Ga.;  AB,  Davidson, 
1958;  MBA,  Emory,  1963.  Career  path-finance/accounting;  ten- 
ure-11  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$369,000;  ownership,  7,000  shares.^  ►  Regulatory  mess  brought 
Middle  South  Utilities  near  Chapter  11.  Now  it  has  new  name, 
$326  million  in  rate  hikes,  and  sale-leaseback  deals  of  nuclear 
plants  that  bring  in  $850  million.  Needs  the  dough,  too:  Facing 
$850  million  in  nuke  write-offs  this  year.  He's  making  nice  with 
customers,  regulators,  through  "Project  Olive  Branch." 


EQUIFAX 

Jeff  v.  White 


Atlanta,  Ga.  404-885-8000 
SALES:  $743  mil.    PROFITS:  $34  mil. 


MARKET  VALUE:  $873  mil. 


►  Born  1/8/25,  Mobjack,  Va.  Career  path-in- 
formation industry;  t«nure-47  years,  CEO  6  years.  Compensa- 
tion: 1988  salary  &  bonus,  $498,000;  ownership,  75,000  shares.'  ► 
Probably  has  your  credit  rating;  now  wants  your  auto-insurance 
claims  records.  Runs  largest  crodit-check  company,  with  407f 
market  share.  New  high-margin  service  would  allow  auto  insur- 
ers to  swap  policy-holders'  claims  histories.  Could  benefit  from 
insurers'  fears  that  clones  of  California's  Proposition  103  could 
sprout  in  other  states.  Avid  glider  pilot. 


EQUITABLE  BANCORPORATION 

H.  Grant  Hathaway 

Baltimore,  Md.  301-547-4000 

SALES:  $545  mil.    PROFITS:  $48  mil. 

MARKET  VALUE:  $573  mil. 

►  Born  8/5/27,  New  York,  N.  Y.;  attended 
Johns  Hopkins.  Career  path-administration;  tenure-24  years, 
CEO  8  years.  Compensation:  1988  salary  &  bonus,  $786,000';  own- 
ership, 263,000  direct,  3,000  indirect  shares.  ►  Low-key  boss  gets 
credit  for  turning  around  bank,  once  strapped  with  nonperform- 
ing  loans,  by  expanding  consumer  services.  Now  preparing  for 
merger  with  MNC  Financial,  where  he'll  become  vice-chairman 
and  head  its  Maryland  National  flagship.  Recently  sold  11-branch 
subsidiary  to  get  ready.  Dabbles  at  tennis,  golf,  bird  hunting. 
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Is  Your 
PmeSbtem 

AG\INORADltAINON 

Your  Bottom  Im? 


ASK  YOUR 

PAYROLL  MANAGER 

THESE  QUESTIONS. 

YES 

NO 

1. 

Is  there  a  knowledgeable  and  high-quality  service  organization  dedicated 
to  support  your  payroll  and  human  resource  departments? 

□ 

□ 

2. 

Can  your  payroll  system  help  manage  government  requirements  such  as 
401(k),  COBRA  and  Section  89? 

□ 

□ 

3. 

Are  your  payroll  and  human  resource  systems  fully  integrated 
for  management  decision  making  and  maximum  productivity? 

1  II  1 

uu 

4. 

Can  your  payroll  system  easily  consolidate  data  from  multiple  locations? 

5. 

Can  you  provide  payroll  information  to  your  general  ledger  system 
automatically? 

□ 

□ 

6. 

Are  your  payroll  tax  filings  accurate  and  on  time,  resulting  in  zero 
penalties? 

□ 

□ 

7. 

Does  your  payroll  system  maximize  confidentiality  and  produaivity  by 
producing  signed  and  self-sealed  checks  and  earnings  statements? 

□ 

□ 

8. 

Do  you  get  the  management  reports  needed  from  your  payroll  system 
delivered  with  your  paychecks? 

□ 

□ 

9. 

Do  you  have  access  to  your  payroll  and  human  resource  information  for 
immediate  reporting  on  your  personal  computer? 

□ 

□ 

10. 

Is  your  current  payroll  system  cost  efficient,  flexible  and  positioned  to 
add  to  your  bottom  line? 

□ 

□ 

IF  The  Answer  is  "No"  To  Any  Of  These, Call  Control  Data  now 

 And  RECEIVE  UP  To  $1,000  OFF  INSTALLATION!  

[~  1-800-PAYROLL  ~[ 

I    I  would  like  a  free  consultation  with  one  of  your  payroll  experts.  | 

I      Name  Company  #  Employees  | 

I      Address  City  State  Zip        Telephone  I 

I  CONTROL  DATA  I 

'  P.O.  BOX  20115,  BLOOMINGTON,MN  55420  ' 

^^Offcr  expires  12/30/89  BlOioJ 

 (§  B  CONTRpL  DATA  


THE    C  0  R  P  OR  A  T  E    EL  IT  E 


EQUITABLE  RESOURCES 

DONALD  I.  MORITZ 

Pittsburgh,  Pa.  Jfl2-261-3000 

SALES:  $406  mil.    PROFITS:  $47  mil. 

MARKET  VALUE:  $827  mil. 

►  Bom  10/23/27,  McKeesport,  Pa.;  BS  (busi- 
ness), U.  of  Pittsburgh,  1948;  LLB,  U.  of  Pittsburgh  Law,  1951. 
Career  path-legal;  tenure-37  years,  CEO  11  years.  Compensa- 
tion: 1988  salary  &  bonus,  $400,000;  ownership,  31,000  shares. 
►  Looking  for  new  gas  reserves  while  exploration  costs  are  low. 
Has  added  to  his  rich  Appalachian  reserves;  exploring  in  the  Gulf 
of  Mexico  for  the  first  time.  Success  selling  outside  his  home 
state  to  East  Coast  markets  has  bolstered  earnings.  Lawyer  by 
training,  he's  a  crossword-puzzle  fanatic. 


ESSELTE  BUSINESS  SYSTEMS 

Hans  Fristedt 


Garden  City,  N.  Y.  516-741-1477 
SALES:  $1.4  bil.    PROFITS:  $59  mil. 


market  VALUE:  $688  mil. 


►  Born  4/8/42,  Krispberg,  Sweden;  BS  (fi- 
nance), 1964;  MBA  (finance),  1966,  Stockholm  Sch.  of  Econ.  Ca- 
reer path-finance/accounting;  tenure-17  years,  CEO  3  years. 
Compensation:  1988  salary  &  bonus,  $464,000;  ownership,  28,000 
shares.  ►  Runs  this  LI.  S.  arm  for  Swedish  parent,  one  of  world's 
largest  office-supply  makers.  Recipe  for  success:  Make  small  ac- 
quisitions, and  plug  products  into  worldwide  distribution.  Strate- 
gy harder  to  pull  off  because  of  soaring  prices  for  office-product 
companies.  Higher  paper  costs  and  stronger  dollar  also  hurt. 


ETHYL 


Floyd  Dewey  Gottwald  Jr. 

Richmond,  Va.  804-788-5000 


SALES: 


bil.    PROFITS:  $2S1  mil. 


MARKET  VALUE:  $3.3  bil. 

►  Born  7/29/22.  Richmond,  Va.;  BS  (chem.), 
Va.  Mil.  Inst,  1943;  MS  (business  admin.),  U.  of  Richmond,  1951. 
Career  path-production/manufacturing;  tenure-46  years,  CEO 
19  years.  Compensation:  1988  salary  &  bonus,  $795,000;  owner- 
ship, 6,270,000  direct,  4,847,000  indirect  shares.  ►  Boldly  restruc- 
turing. Spun  off  aluminum,  plastics,  and  energy  to  form  Trede- 
gar Industries.  Remaining  core:  specialty  chemicals  and 
insurance.  Deep-sea  fisherman  is  angling  to  boost  exports,  chem- 
ical processing  in  Europe.  Already  one  of  top  50  U.  S.  exporters. 


EXXON 

Lawrence  G.  Rawl 
New  York,  N.  Y.  212-333-1000 
SALES:  $79.6  bil.    PROFITS:  $5.3  bil. 
MARKET  VALUE:  $55.4  bil. 
►  Born  5/4/28,  Lyndhurst,  N.  J. 


BS  (petro. 

eng.),  U.  of  Okla.,  1952.  Career  path-engineering/technical,  ad- 
ministration, operations;  tenure-37  years,  CEO  3  years.  Compen- 
sation: 1988  salary  &  bonus,  $1,354,000;  ownership,  118,000  di- 
rect, 25,000  indirect  shares.  ►  He  ran  aground  in  Prince  William 
Sound,  tearing  gash  in  company's  reputation.  Early  wisdom  had 
Alaska  spill's  financial  impact  as  minimal,  but  long-term  effect 
could  be  more  substantial.  Setback  for  plans  for  future  Alaska 
exploration.  May  shift  even  more  of  his  focus  overseas. 


FAMILY  DOLLAR  STORES 


LEON  LEVINE 


Matthews,  N.  C.  704-847-6961 


SALES:  $669  mil.    PROFITS:  $27  mil. 

MARKET  VALUE:  $374  mil. 

►  Born  6/8/37,  Wadesboro,  N.  C;  attended 
Wingate,  U.  of  Miami.  Career  path-merchandising/marketing; 
tenure-30  years,  CEO  30  years.  Compensation:  1988  salary  &  bo- 
nus, $350,000;  ownership,  7,919,000  direct,  790,000  indirect 
shares.  ►  Family-run  regional  discounter,  once  a  star,  has  been 
hit  by  invasion  of  powerhouse  Wal-Mart  into  its  Southeast 
stronghold,  and  he's  struggling  to  compete.  Pushing  more  appar- 
el, private  labels,  opening  compact  stores  in  inner  cities  where  gi- 
ants won't  follow.  After  hours,  he  loves  to  bowl. 


FEDERAL  EXPRESS 

FREDERICK  WALLACE  SMITH 


Me  m  ph  is.  Te  n  n .    901  -369-3600 
SALES:  $3.9  bil.    PROFITS:  $188  mil. 
MARKET  VALUE:  $2.9  bil. 


►  Born  8/11/44,  Marks,  Miss.;  BA  (political 
sci.,  econ.),  Yale,  1966.  Career  path-transportation;  tenure-16 
vears,  CEO  16  years.  Compensation:  1988  salary  &  bonus, 
$877,000;  ownership,  3,320,000  direct,  1,035,000  indirect  shares. 
►  Far-sighted  boss  of  delivery  giant  looked  over  his  shoulder  and 
saw  competitors:  fax  machines  coming  on  strong.  Expanding 
overseas  with  gutsy  purchase  of  Tiger  International,  putting 
muscle  behind  larger  shipments.  Also  offering  inventory  man- 
agement services.  Latest  pet  project:  bringing  NFL  to  Memphis. 


FEDERAL  NATIONAL  MORTGAGE  ASSN. 


David  0.  Maxweli. 


Washington,  D.  C.  202-752-7000 

SALES:  $10.6  bil.    PROFITS:  $507  mil. 

MARKET  VALUE:  $7.9  bil. 

►  Born  5/16/30,  Philadelphia,  Pa.;  BA,  Yale, 
1952;  JD,  Harvard  Law,  1955.  Career  path-financial  services;  ten- 
ure-8  years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$1,000,000;  ownership,  41,000  shares.^  ►  Turned  Fannie  Mae  into 
major  player  in  secondary-mortgage  market,  mortgage-backed 
securities.  High  volume,  falling  rates  pull  the  money  in,  so  he 
stresses  support  for  low-income  housing  to  head  off  possible  con- 
gressional raid  on  assets  of  federally  chartered  company  to  fund 
government  programs.  Off  hours:  tennis  or  the  opera. 


FEDERAL  PAPER  BOARD 

John  r.  Kennedy 
Montvale,  N.  J.  201-391-1776 
SALES:  $1.1  bil.    PROFITS:  $143  mil. 
MARKE;T  VALUE:  $1.1  bil. 
►  Born  9/21/30,  New  York,  N.  Y.; 


c 


BS, 

Georgetown,  1952.  Career  path-merchandising/marketing;  ten- 
ure-37 years,  CEO  22  years.  Compensation:  1988  salary  &  bonus, 
$817,000';  ownership",  437,000  direct,  51,000  indirect  shares. 
►  Everything  seems  to  be  clicking  for  this  paper-industry  perfec- 
tionist. Pulp  prices  up,  demand  strong,  productivity  soars  at  his 
lumber  mills.  No  surprise  that  pretax  profits  rose  657'  .  Confident 
that  the  boom  has  some  life  left,  he's  investing  $460  million  to  up 
bleached-paper  capacity  41%.  Dad  was  Federal  CEO,  too. 


"i:», 

(jope 
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THE    C  p  R  P  Q^  R  A  T  E  ELITE 


FEDERAL-MOGUL 


Dennis  J.  Gormley 


Detroit,  Mich.  313-354-7700 
SALES:  $1.2  Ml.     PROFITS:  $43  mil. 


MARKET  VALUE:  $606  mil. 

►  Bom  11/28/39,  Staten  Island,  N.  Y.;  BS 
(mech.  eng.),  Rensselaer  Polytechnic  Inst.,  1963.  Career  path- 
merchandising/marketing,  production/manufacturing;  ten- 
ure-27  years,  CEO  5  months.  Compensation:  1988  salary  &  bonus, 
$413,000;  ownership,  61,000  direct,  40,000  indirect  shares.' 
►  Heads  new  cadre  of  top  managers-but  not  too  new.  Average 
tenure:  20  years.  Committed  to  shift  away  from  making  parts  to- 
ward distribution  of  auto  replacement  parts.  Blames  soft  profits 
on  inventory  at  garages  and  scattered  through  pipeline. 


FERRO 

./^DOLPH  POSNICK 


Cleveland,  Ohio  216-641-8580 


SALES:  $1  bit.    PROFITS:  $47  mil. 


Saskatchewan, 
U.  of  Saskatchewan,  1947.  Career 
operations,   administration;  ten- 


M ARRET  VALUE:  $811  mil. 

►  Born  5/3/26,  Saskatoon 
Canada;  BS  (ceramic  eng.), 
path-engineering/ technical 
ure-42  years,  CEO  13  years.  Compensation:  1988  salary  &  bonus, 
$618,000;  ownership,"  70,000  direct,  1,000  indirect  shares. 
►  Scrambled  to  set  up  an  ESOP  after  raider  rattled  saber.  But 
though  takeover  rumors  still  surface,  no  buyer  has.  Wins  kudos 
for  management  of  foreign  operations.  Got  Brazil's  highest  civil- 
ian decoration  in  '60s  for  helping  build  ceramics  industry  there. 


FHP  INTERNATIONAL 

Lewis  Robert  Gumbiner 

Fountain  Valley,  Calif.  714-963-7233 

SALES:  $504  mil.    PROFITS:  $16  mil. 

MARKET  VALUE:  $414  mil. 

►  Born  1/31/23,  St.  Louis,  Mo.;  BS,  Ind.,  1945; 
MD,  Ind.  School  of  Medicine,  1948.  Career  path-medicine;  ten- 
ure-28  years,  CEO  28  years.  Compensation:  1988  salary  &  bonus, 
$720,000;  ownership,"  14,000  direct,  2,643,000  indirect  shares. 
►  Methodical  chief  has  a  rarity  in  the  health  care  industry:  steady 
profits.  Operates  43  centers,  providing  full  dental  and  medical 
services.  Rather  than  buy  health  plans,  builds  his  own  client  list 
by  marketing  services  to  doctors  and  emjjloyers.  Now  only  in 
four  states  and  Guam,  he's  thinking  about  expanding-carefully. 


FIFTH  THIRD  BANCORP 

CLEMENT  LAWKHNCE  BUENGER 
Cincinnati,  Ohio    51  ■>'-■'> 7.9-5.W0 
SALES:  $506  mil.    PROf  i T.s;  .,SVV4  mil. 
MARKET  VALUE:  $1..J  bil. 


►  Born  4/27/26,  Fort  Thomas,  Ky.;  BS  (ac- 
counting), Xavier,  1950.  Career  path-banking  &  insurance;  ten- 
ure-20  years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$568,000;  ownership,  103,000  shares.  ►  Holy  Toledo!  He's  pounc- 
ing on  that  market,  often  traveling  to  woo  clients  himself. 
Bought  a  bank  there,  too.  Strategy  of  expanding  along  Ohio  in- 
terstates  may  seem  dull,  but  his  bank  is  a  top  performer.  Earn- 
ings up  19/J  last  year,  look  good  so  far  in  1989.  Preparing  for  1992 
retirement,  he  has  made  George  Schaefer  Jr.  president. 


FIGGIE  INTERNATIONAL 

Harry  E.  Figgie  Jr 

Willoughby,  Ohio  216-95.i-2700 

-SALES:  $1.2  bil.    PROFITS:  $62  mil. 

MARKET  VALUE:  $668  mil. 

►  Born  10/28/23,  Cleveland,  Ohio;  BS  (1947), 
MA  (1953),  Case  Inst,  of  Tech.;  MBA,  Harvard,  1949;  JD,  Cleveland 
Marshall  Law,  1954.  Career  path-merchandising/marketing, 
prod./manuf.,  consulting,  legal;  tenure-26  years,  CEO  26  years. 
Compensation:  1988  salary  &  bonus,  $1,439,000;  ownership, 
147,000  direct,  249,000  indirect  shares.  ►  On  the  soap  box  again, 
this  time  arguing  that  the  U.  S.  may  end  up  a  banana  republic. 
Latest  tract;  The  Hyperinflation  Survival  Guide.  Working  on  a 
$500  million  commercial-retail  Cleveland  development. 


FIREMAN'S  FUND 


JOHN  JOSEPH  BYRNE 


Novafo,  Calif.  415-899-2000 

SALES:  $3.7  bil.    PROFITS:  $247  mil. 

MARKET  VALUE:  $1.8  bil. 

►  Born  7/11/32,  Passaic,  N.  J.;  BS  (math.), 
Rutgers,  1954;  MS  (math.),  U.  of  Mich.,  1959.  Career  path-fi- 
nance/accounting, actuarial;  tenure-4  years,  CEO  4  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,125,000;  ownership,  40,000 
shares.  ►  With  departure  of  insurance  chief  and  AmEx  fixer  Bill 
McCormick,  he's  added  operating  responsibility  to  stewardship 
of  strategy  and  investments.  Considered  a  top  industry  manager, 
he'll  have  to  maintain  pricing  and  underwriting  discipline  as  prop- 
erty-casualty business  wallows  in  down  cycle. 


FIRST  ALABAMA  BANCSHARES 

WiLLARD  L.  Hurley 

Birmingham,  Ala.  205-326-7100 

SALES:  .$474  mil.    PROFITS:  $58  mil. 

MARKET  VALUE:  $628  mil. 

►  Born  8/1/26,  Gainesville,  Ga.;  BA  (business 
admin.,  English),  Huntingdon,  1950.  Career  path-finance/ac- 
counting; tenure-41  years,  CEO  5  years.  Compensation:  1988  sala- 
ry &  bonus,  $545,000;  ownership,  17,000  direct,  10,000  indirect 
shares.  ►  U.  S.  Treasury  veteran  doubled  assets  in  seven  years. 
Though  company  still  a  likely  morsel  for  acquisitors,  he's  giving 
his  own  acquisitions  some  breathing  room.  Focus  now:  tighten- 
ing operations.  Voracious  reader,  he  plows  through  eight  to  10 
books  a  month,  circulates  reviews  to  a  list  of  friends. 


FIRST  AMERICAN 


Kenneth  Lewis  Roberts 


Naahrille.  Tenn.  615-748-2000 
S\Li>:  S6.9.9  mil.     1>K()|-1TS:  $.10  Ulil. 


MARKET  VALUE:  $593  mil. 


►  Born  12/12/32,  Dungannon,  Va.;  BA,  Van- 
derbilt,  1954;  LLB,  Vanderbilt  Law,  1959.  Career  path-finance/ 
accounting;  tenure-14  years,  CEO  10  years.  Compensation:  1988 
salary  &  bonus,  $400,000;  ownership,  91,000  direct,  10,000  indirect 
shares.  ►  Aggressive,  articulate,  he  finished  tops  in  law  school 
class  and  once  made  an  unsuccessful  Senate  run  against  Howard 
Baker.  Ambitious  acquisitions  made  bank  the  state's  largest,  but 
he  has  been  hit  by  unexpected  loan  losses.  Hopes  to  better  inte- 
grate bank's  computer  and  accounting  systems. 
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T  H 


R  P  0  R  A  T  E 


riRST  BANCORPORATIOH  OF  OHIO 


HOWARD  L.  FLOKL) 


Akron,  Ohio  216-.m-8000 

SALES:  $254  mil.    PROFITS:  $34  mil. 

MARKET  VALUE:  $408  mil. 

►  Born  10/28/34,  New  York,  N.  Y.  Career 
path-finance/accounting;  tenure-26  years,  CEO  5  years.  Com- 
pensation: 1988  salary  &  bonus,  $291,000;  ownership,  9,000  direct, 
1,000  indirect  shares.  ►  Building  a  regional  powerhouse.  Buys  lo- 
cal banks  with  middling  returns  and  makes  them  top  performers, 
dangling  early  retirement  offers  to  shrink  staff,  chopping  health 
benefits  to  cut  costs.  Gives  a  lot  of  freedom  to  local  managers  to 
run  their  banks.  Expanded  automatic-teller  network,  and  more 
acquisitions  should  provide  more  growth. 


FIRST  BANK  SYSTEM 

Dakrell  G.  Knudson 


Minneapolis,  Minn.  612-370-5100 
SALES:  $1.9  bil.    LOSS:  $310  mil. 


MARKET  VALUE:  $1.6  Ml. 

►  Born  7/16/37,  Centerville,  S.  D.;  attended 
Southern  St.  Coll.,  Augustana.  Career  path-banking;  tenure-31 
years,  CEO  1  month.  Compensation:  1988  salary  &  bonus, 
$368,000;  ownership,  65,000  shares.  ►  Took  over  troubled  region- 
al bank  as  acting  boss  when  predecessor  Pete  Ankeny  resigned. 
Bank  had  suffered  through  two  years  of  increasingly  bad  news. 
Latest  crisis  is  the  prospect  of  $83  million  in  losses  from  LBO 
loans  that  have  gone  sour.  Popular  vice-chairman  likely  to  put  re- 
structuring on  hold  pending  permanent  replacement. 


FIRST  CAPITAL  HOLDINGS 


ROBERT  I.  WEINGARTEN 


Los  Angeles,  Calif.  213-551-1000 


SALES:  $736  mil.    PROFITS:  $53  7nil. 

MARKET  VALUE:  $429  mil. 

►  Born  12/25/41,  New  York,  N.  Y.;  BBA,  City 
Coll.  of  N.  Y.,  1962.  Career  path-investment  banking;  tenure-17 
years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$1,438,000;  ownership,  none.**  ►  Ex-magazine  publisher  (Finan- 
cial World )  built  insurer,  fund  group  aggressively:  Offers  high 
rate  on  annuities,  delivers  by  junk-bond  investing.  Sold  Pilgrim 
funds  group  to  its  manager,  wife  Paiomba.  Also  sold  43%  of  com- 
pany to  Shearson  Lehman,  which  now  virtually  controls  board. 
Some  takeover  rumors.  Active  in  West  Coast  culture-social  set. 


FIRST  CHICAGO 

BARRY  F.  Sullivan 

Chicago,  III.  312-732-4000 

SALES:  $4.8  bil.    PROFITS:  $513  mil. 

MARKET  VALUE:  $3  bil. 

►  Born  12/21/30,  Bronx,  N.  Y.;  BA,  Colum- 
bia, 1955;  MBA,  U.  of  Chicago,  1957.  Career  path-banking;  ten- 
ure-9  years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$1,514,000;  ownership,  178,000  direct,  6,000  indirect  shares. 
►  Lanky  chairman's  strategy  is  working,  so  may  be  able  to  hold 
off  takeover  or  restructuring.  Earning  money  again  after  big 
Third  World  loan  write-off  last  year.  But  foreign  currency  opera- 
tions still  a  problem.  Betting  on  new  commercial-paper  subsid- 
iary. Wall  Street  seems  pleased  with  his  progress. 


FIRST  CITY  BANCORPORATION  OF  TEXAS 

A.  ROBERT  ABBOUD 

Houston,  Tex.  713-658-6011 

SALES:  $1.2  bil.     PROFITS:  $14  mil. 

MARKET  VALUE:  $555  mil. 

►  Born  5/29/29,  Boston,  Mass.;  BA  (1951), 
MBA  (19.58),  Harvard;  JD,  Harvard  Law,  1969.  Career  path-fi- 
nance, banking;  tenure-1  year,  CEO  1  year.  Compensation:  1988 
salary  &  bonus,  $316,000";  ownership,  131,000  direct,  597,000  indi- 
rect shares.**  ►  He  vowed  he'd  turn  this  troubled  Texas  bank 
around  fast-and  he  has.  Unloaded  bad  loans,  slashed  costs.  Now 
he's  aiming  to  grow,  not  just  survive.  Looks  to  expand  to  Dallas, 
bolster  weak  consumer  business.  With  out-of-state  BankOne  and 
NCNB  breathing  down  his  neck,  he'll  need  to  move  fast. 


FIRST  EMPIRE  STATE 


ROBERT  G.  WILMERS 


Buffalo,  N.  Y.  716-842-5445 
SALES:  $537  mil.    PROFITS:  $44  mil. 


MARKET  VALUE:  $480  mil. 

►  Born  4/20/34,  New  York,  N.  Y.;  AB  (busi- 
ness). Harvard,  1956.  Career  path-banking;  tenure-7  years,  CEO 
6  years.  Compensation:  1988  salary  &  bonus,  $448,000;  owner- 
ship, 500,000  direct,  2,000  indirect  shares.  ►  Turned  around  ailing 
bank  after  he  and  New  York  investor  group  bought  controlling 
interest  six  years  ago.  Targeting  local  mortgage  market.  Down- 
shifting international  to  emphasize  regional  business.  One  hitch: 
Charges  from  absorbing  East  New  York  Savings  Bank,  acquired 
in  1988,  slowed  earnings  growth.  Expects  quick  recovery. 


FIRST  EXECUTIVE 

I'  RED  CARR 


I. OS  Angeles,  Calif.  213-312-1000 

ALES:  $3  bil.     PROFITS:  $197  mil. 


lAKKET  VALUE:  $1.1  bil. 


>  Born  3/24/31,  Los  Angeles.  Career  path- 


finance/accounting;  tenure-15  years,  CEO  15  years.  Compensa- 
tion: 1988  salary  k  bonus,  $1,80,5,000;  ownership,  922,000  shares. 
►  He  holds  the  insurance  company's  annual  meeting  in  its  cafe- 
teria-shareholders have  had  plenty  of  food  for  thought.  A  portfo- 
lio full  of  junk  debt  and  an  investigation  into  dealings  with  Drexel 
make  investors  and  customers  uneasy.  Troubles  with  big  share- 
holders also  roil  stock.  Another  hitch:  Selling  his  New  York  insur- 
ance subsidiary  resulted  in  a  big  loss.  Takeover  talk  persists. 


FIRST  FIDELITY  BANCORPORATION 

ROBERT  R.  Ferguson  Jr. 

Lawrenceville,  N.  J.  201-565-3200 

SALES:  $2.8  bil.    PROFITS:  $34  mil. 

MARKET  VALUE:  $1.9  bil. 

►  Born  12/31/23,  Savannah,  Ga.;  BS  (busi- 
ness admin.),  Lehigh,  1947.  Career  path-financial  services;  ten- 
ure-40  years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$792,000;  ownership,  15,000  direct,  15,000  indirect  shares. 
►  Under  fire.  Expected  to  retire,  but  took  over  when  predecessor 
Harold  Pote  resigned  after  surprise  fourth-quarter-1988  loss  on 
bad  Philadelphia  real  estate  loans.  Recovery  may  be  rocky:  First- 
half  earnings  are  off.  Irate  investors  prompted  SEC  look  into  the 
way  loss  was  announced.  Bank  is  searching  for  a  successor. 
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FIRST  FINANCIAL  MANAGEMENT 

Patrick  h.  Thomas 

Atlanta,  Ga.  m-321-0120 

SALES:  $Jfl6  mil.    PROFITS:  $29  mil. 

MARKET  VALUE:  $652  mil. 

►  Born  8/29/42,  Atlanta,  Ga.;  attended  Ga. 
State.  Career  path-banking,  data  processing;  tenure-18  years, 
CEO  4  years.  Compensation:  1988  salary  &  bonus,  $1,556,000; 
ownership,  362,000  direct,  3,000  indirect  shares.  ►  On  a  boar 
hunting  trip  he  once  punched  his  dog  so  hard  he  broke  his  hand. 
Aggressive  as  acquisitor,  too,  growing  by  swallowing  smaller, 
weaker  bank  services  companies.  New  contract  with  Security  Pa- 
cific will  make  him  top  processor  of  merchant  credit  cards.  Next: 
debit  card,  point-of-sale  transactions. 


FIRST  FLORIDA  BANKS 


A.  BRONSON  THAYER 

Tampa,  Fla.  813-224-1111 

SALES:  $479  mil.    PROFITS:  .$^9  mil. 


MARKET  VALUE:  $541  mil. 

►  Born  9/2/39,  Mineola,  N.  Y.;  BA  (finance), 
Harvard,  1961;  MBA  (finance),  NYU,  1967.  Career  path-fi- 
nance/accounting, banking;  tenure-18  years,  CEO  7  years.  Com- 
pensation: 1988  salary  &  bonus,  NA*";  ownership,  10,000  direct, 
75,000  indirect  shares.  ►  Polo  enthusiast,  who  likes  to  play  bank- 
ing game  on  familiar  terrain.  Shuns  acquisitions  and  has  grown 
by  expanding  in  backyard-Florida's  west  coast.  Respectable 
earnings  growth.  But  Florida  is  a  hot  bank  takeover  market,  and 
his  conservative  strategy  risks  making  the  company  a  target. 


FIRST  HAWAIIAN 

Walter  Arthur  Dods  Jr. 

Honolulu,  Hawaii  808-525-7000 

SALES:  $385  mil.    PROFITS:  $4.]  mil. 

MARKET  VALUE:  $632  mil. 

►  Born  5/26/41,  Honolulu,  Hawaii;  BBA 
(business),  U.  of  Hawaii,  1968.  Career  path-marketing,  opera- 
tions, lending;  tenure-21  years,  CEO  1  month.  Compensation: 
1988  salary  &  bonus,  $401,000;  ownership,  105,000  shares. 
►  Moved  up  on  death  of  cigar-chomping  predecessor  John  Bel- 
linger. No  reason  to  change  course:  Hawaii  is  booming,  thanks  to 
Japanese  money.  Bank  is  cashing  in  nicely.  But  he'll  manage  less 
autocratically,  he  says.  A  golfer,  he  also  works  out  on  a  cross- 
country ski  machine.  Someday  he'll  try  real  thing  in  real  snow. 


FIRST  INTERSTATE  BANCORP 

JOSEPH  J.  PiNOLA 

Los  Angeles,  Calif.  213-614-3001 

SALES:  $5.9  bil.     PROFITS:  $102  mil. 

MARKET  VALUE:  $3.2  bil. 

►  Born  5/13/25,  Pittston,  Pa.;  BA  (econ.), 
Bucknell,  1949.  Career  path-banking;  tenure-14  years,  CEO  12 
years.  Compensation:  1988  salary  &  bonus,  $951,000';  ownership, 
37,000  shares.  ►  He's  completed  rebuilding  after  last  year's  fire, 
which  devastated  headquarters.  Two-year  push  to  cut  costs  10% 
is  behind  him;  now  he's  cutting  back  on  nonconsumer  banking. 
Stock's  up,  so  he's  less  worried  about  a  takeover.  Still,  his  multi- 
state  banking  system  continues  to  look  attractive  to  possible  bid- 
ders, including  BankAmerica,  which  he  once  hunted. 


FIRST  OF  AMERICA  BANK 

Daniel  R.  Smi  th 

Kalamazoo,  Mich.  616-383-9000 


SALES:  $885  mil.    PROFITS:  .$89  m  il. 

MARKET  VALUE:  $667  mil. 

►  Born  3/19/34,  Kalamazoo,  Mich.;  BS 
(econ.).  Western  Mich.,  1955.  Career  path-finance/accounting; 
tenure-34  years,  CEO  4  years.  Compensation:  1988  salary  &  bo- 
nus, $560,000;  ownership,  14,000  shares.'  ►  Local  boy  helped  turn 
tiny  Kalamazoo  bank  into  a  $9.8  billion  regional  powerhouse. 
Likes  to  acquire  small-town  banks  for  stock;  keeps  Main  Street 
managers.  Pending  buy  of  $2.3  billion  Midwest  Financial  Group 
part  of  aggressive  move  into  Illinois,  other  Great  Lakes  states. 
Soft-spoken  and  down-to-earth,  answers  his  own  phone. 


FIRST  PENNSYLVANIA 

GEORGE  A.  BUTLER 


Philadelphia,  Pa.  215-786-5000 

SALES:  $623  mil.    PROFITS:  $58  mil. 

MARKET  VALUE:  $599  mil. 

►  Born  4/14/28,  Westmont,  N.  J.;  BS  (econ.), 
Wharton,  1950.  Career  path-banking;  tenure-39  years,  CEO  10 
years.  Compensation:  1988  salary  &  bonus,  $676,000;  ownership, 
19,000  shares.  ►  Deb  of  the  year:  Everyone  wants  to  merge  with 
his  profitable  comeback  bank-Marine  Midland,  Meridian,  Core- 
States.  The  last-a  local  competitor-looks  like  the  lucky  suitor.  If 
it  all  works  out,  he'll  be  part  of  a  mid-Atlantic  banking  power- 
house. Meanwhile,  he's  cleaning  up  some  stubborn  problems 
with  LDC  loans,  nonperforming  assets. 


FIRST  SECURITY 

SPENCER  Fox  ECCLES 

Salt  Lake  City,  Utah  801-350-6000 

SALES:  $522  mil.    PROFITS:  $33  mil. 

MARKET  VALUE:  $390  mil. 

►  Born  8/24/34,  Ogden,  Utah;  BS,  of  Utah, 
1956;  MBA,  Columbia,  1959.  Career  path-banking;  tenure-29 
years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$361,000;  ownership,  198,000  shares.*  ►  From  a  long  line  of  bank- 
ers: Grandson  of  founder,  nephew  of  Franklin  Roosevelt's  Feder- 
al Reserve  chairman.  Aggressively  responded  to  crisis  in  Rocky 
Mountain  economy,  slashing  costs  and  whittling  bad  loans.  Now 
in  expansion  mode,  with  three  recent  acquisitions.  He  likes  fly- 
ing; raises  cattle  at  his  ranch  near  Sun  Valley. 


FIRST  TENNESSEE  NATIONAL 


Ronald  A.  Terry 


Mem ph  is.  Tc n  n.  901-523-4444 
SALES:  $611  mil.    FROFLFS:  $52  mil. 


MARKET  VALUE:  $443  mil. 

►  Born  12/5/30,  Memphis,  Tenn.;  BS  (busi- 
ness admin.),  Memphis  State,  1952.  Career  path-retail  banking; 
tenure-32  years,  CEO  16  years.  Compensation:  1988  salary  &  bo- 
nus, $371,000;  ownership,  88,000  direct,  44,000  indirect  shares. 
►  Aggressive,  up-from-the-ranks  banker.  Bought  failed  Butcher 
bank  in  Knoxville,  won  kudos  for  turnaround.  Now  he's  under 
pressure  again.  Bad  loans  in  real  estate  led  to  his  first  loss  since  a 
troubled  spell  over  a  decade  ago.  Needs  to  improve  perfor- 
mance-or  risks  bigger,  healthier  bank  trying  a  takeover. 
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T  H  E    COR  P  0  R  A  T  E    E  L  I  T  E 


FIRST  UNION 


EDWARD  E.  CRUTCHFIELD  JR. 
Charlotte,  N.  C.  704-374-S565 
SALES:  $2..9  bil.    PROFITS:  $297  mil. 
MARKET  VALUE:  $2. 7  Ml. 


►  Born  7/14/41,  Dearborn,  Mich.;  AB  (econ.), 
Davidson,  1963;  MBA,  Wharton,  1965.  Career  path-banking;  ten- 
ure-24  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$900,000;  ownership,  70,000  shares.  ►  Earned  moniker  "Fast  Ed- 
die" after  he  set  torrid  pace  of  bank  acquisitions  in  the  Southeast. 
Has  acquired  more  banks  than  any  competitor  in  the  region.  Fi- 
nanced moves  with  profits  from  his  bond  portfolio.  Moving  into 
Florida  in  a  big  way;  now  one  of  top  lenders  there.  Now  all  he  has 
to  prove  is  that  he  can  hold  it  all  together. 


FIRST  VIRGINIA  BANKS 

ROBERT  Henry  Zalokar 


Falls  Church,  Va.  703-2414000 
SALES:  $482  mil.    PROFITS:  $61  mil. 
MARKET  VALUE:  $699  mil. 


►  Born  5/25/27,  West  Mineral,  Kan.;  BS 
(business),  U.  of  Kan.,  1950.  Career  path-finance/accounting; 
tenure-34  years,  CEO  5  years.  Compensation:  1988  salary  &  bo- 
nus, $544,000;  ownership,  17,000  direct,  1,000  indirect  shares. 
►  Tinkering  with  a  conservative,  consumer-oriented  strategy, 
but  no  radical  changes.  Deposits  lag,  so  he's  offering  novel  CD 
and  money-market  products-without  joining  interest-rate  derby. 
Slowing  aggressive  acquisition  to  digest  earlier  buys.  Depen- 
dence on  retail  banking  could  backfire,  as  consumer  debt  soars. 


lfii?.l 


FIRST  WACHOVIA 

JOHN  G.  Medlin  Jr. 


Winston-Salem,  N.  C.  919-770-5000 
SALES:  $2  bil.    PROFITS:  $2U  mil. 
MARKET  VALUE:  $2.9  bil. 


admin. 


►  Born  11/23/33,  Benson,  N.  C;  BS  (business 
U.  of  N.  C,  1956.  Career  path-administration;  tenure-30 
years,  CEO  13  years.  Compensation:  1988  salary  &  bonus, 
$865,000;  ownership,  38,000  shares.  ►  Ordinary  guy  who  answers 
his  own  phone,  mows  lawn,  and  likes  spy  novels.  But  extraordi- 
nary banker.  Breaks  ranks  with  rest  of  Southeast's  super-region- 
als  with  steady  profit  growth  and  distaste  for  acquisitions. 
Skilled  financial  service  marketer,  he  worries  that  with  growth 
slowing,  the  industry  won't  resist  temptation  to  make  bad  loans. 


FIRSTAR 


JOHN  H.  Hendee  Jr. 


Milwaukee,  Wis.  4U-765-4321 
SALES:  $850  mil.    PROFITS:  $110  mil. 
MARKET  VALUE:  $728  mil. 
►  Born  1/9/26,  Milwaukee, 


Wis.;  BA,  Wil- 
liams, 1949;  MBA,  U.  of  Wis.,  1956.  Career  path-finance/account- 
ing, senior  management;  tenure-40  years,  CEO  1  year.  Compen- 
sation: 1988  salary  &  bonus,  $528,000';  ownership,  53,000  direct, 
5,000  indirect  shares.  ►  Ex-teller  snapped  back  from  LDC,  real 
estate  losses  through  aggressive  acquisition:  six  banks  in  a  year. 
To  keep  growth  under  control,  cut  staff  costs  at  flagship  bank. 
Switched  name  from  First  Wisconsin  to  reflect  interstate  pres- 
ence. Will  he  wind  up  on  the  other  end  of  a  takeover  soon? 


m, 


ma. 


FLEET/NORSTAR  FINANCIAL  GROUP 

Terrence  Murray 

Providence,  R.  I.  401-278-5800 

SALES:  $3.1  bil.     PROFITS:  $336  mil. 

MARKET  VALUE:  $3  bil. 

►  Born  7/11/39,  Woonsocket,  R.  I.;  BA  (En- 
glish), Harvard,  1962.  Career  path-finance/accounting;  ten- 
ure-27  years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$1,006,000;  ownership,  112,000  direct,  29,000  indirect  shares. 
►  Outspoken,  unpretentious  millworker's  son.  As  CEO  of  Fleet, 
engineered  acquisition  of  Norstar  and  New  Hampshire's  Indian 
Head  Bank.  Pushes  into  new  businesses  have  yielded  mixed  re- 
sults: Mortgage  servicing  is  very  profitable,  but  brokerage  and 
investment  management  are  drags,  so  he's  cut  back  or  sold  units. 


FLEETWOOD  ENTERPRISES 

John  C.  Crean 

Riverside,  Calif.  714-351-3500 
SALES:  $1.6  bil.    PROFITS:  $70  mil. 


MARKET  VALUE: 


't7  mil. 


►  Born  7/4/25,  Bowden,  N.  D.  Career  path- 
production/manufacturing,  product  design;  tenure-39  years, 
CEO  39  years.  Compensation:  1988  salary  &  bonus,  $770,000;  own- 
ership, 4,168,000  direct,  1,000  indirect  shares.  ►  The  cycle's  start- 
ing to  turn  against  this  maker  of  mobile  homes,  RVs,  and  prefab 
houses.  Sales  may  sink  10?^  from  last  year's  peak.  He's  emphasiz- 
ing consumer-finance  unit,  plus  units  that  sell  lumber,  doors,  and 
windows.  Travels  constantly  to  see  dealers  and  customers.  Often 
comes  to  office  in  overalls,  with  tape  measure  on  belt. 


FLEMING 

E.  DEAN  WERRIES 


Oklahoma  City,  Okla.  405-840-7200 

SALES:  $10.5  bil.    PROFITS:  $65  mil. 

.MARKET  VALUE:  $1  bil. 

►  Born  5/8/29,  Tescott,  Kan.;  BS  (business), 
U.  of  Kan.,  1952.  Career  path-merchandising/marketing,  opera- 
tions; tenure-35  years,  CEO  1  year.  Compensation:  1988  salary  & 
bonus,  $551,000;  ownership,  40,000  shares.  ►  Despite  lengthy 
strike  involving  4,000  workers  and  15  California  distribution  cen- 
ters, his  food  distributor's  net  rose  32%.  Asset  sales  have 
trimmed  debt  from  $3  billion  acquisition  of  Memphis  distributor. 
Debt-to-capital,  once  71%,  now  58%.  Planning  larger  stores,  more 
perishables.  First  supermarket  job  at  age  10.  Plays  tennis. 


FLIGHTSAFETY  INTERNATIONAL 

Albert  Lee  Ueltschi 
Flushing,  N.  Y.  718-565-4100 
SALES:  $175  mil.    PROFITS:  $50  mil. 


MARKET  VALUE: 
► 


.5  bil. 


Born  5/15/17,  Frankfort,  Ky.  Career  path- 
pilot;  tenure-38  years,  CEO  38  years.  Compensation:  1988  salary 
&  bonus,  $234,000;  ownership,  9,887,000  shares.  ►  Buzzes  around 
in  twin-engine  Aerostar.  But  he's  still  very  much  in  charge,  log- 
ging long  days  at  highly  profitable  company.  His  flight  simula- 
tors help  train  pilots  for  practically  every  plane.  Profits  getting 
extra  boost  from  growing  need  for  new  pilots,  plus  the  emerging 
market  for  simulators  for  regional  carriers.  Promising  sidelight: 
an  "academy"  in  Florida  to  train  pilots  from  scratch. 


■■■:j« 
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FLORIDA  EAST  COAST  INDUSTRIES 

WINFRED  LaMOTTE  THORNTON 

Jacksonville,  Fla.  904-396-6600 

SALES:  $151  mil.    PROFITS:  $36  mil. 

MARKET  VALUE:  $625  mil. 

►  Born  7/9/28.  Winston-Salem,  N.  C  ;  BS  (civ- 
il eng.),  Va.  Mil.  Inst.,  1950.  Career  path-engineering/ technical, 
executive;  tenure-29  years,  CEO  7  years.  Compensation:  1988  sal- 
ary &  bonus,  $123,000^;  ownership,  5,000  shares.**  ►  He's  been 
working  on  the  railroad-but  mostly  concentrating  on  developing 
and  selling  much  of  its  22,000  acres,  including  an  industrial  park 
and  a  34-story  office  tower  in  Miami.  Earnings  continue  flat,  but 
there's  a  bright  spot:  His  Florida-based  railroad  may  inherit  busi- 
ness from  CSX,  which  is  shrinking  its  rail  operations. 


FLORIDA  NATIONAL  BANKS  OF  FLORIDA 

John  D.  Uible 

Jacksonville,  Fla.  904-359-5020 

SALES:  $749  mil.    PROFITS:  $35  mil. 

MARKET  VALUE:  $685  mil. 

►  Born  2/13/36,  Cleveland,  Ohio;  attended 
Emory,  U.  of  Fla.  Career  path-finance/accounting;  tenure-31 
years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$266,000;  ownership,  2,361,000  shares.  ►  The  bid  is  in:  Two  years 
of  housecleaning  finally  lured  a  buyer  to  erstwhile  high  flier 
overwhelmed  by  bad  loans.  First  Union  paying  $849  million.  Still 
must  dump  problem  loans  before  deal  closes.  Took  $47  million 
first-quarter  loss-mostly  due  to  charges.  He'll  join  First  Union's 
board,  keep  a  hand  in  overseeing  Florida  National  in  the  state. 


FLORIDA  PROGRESS 

Andrew  Hampton  Hines 

St.  Petersburg,  Fla.  813-895-1700 

SALES:  $2  bil.    PROFITS:  $197  mil. 

MARKET  VALUE:  $1.9  bil. 

►  Born  1/28/23,  Lake  City,  Fla.;  BS  (mech. 
eng.),  U.  of  Fla.,  1947.  Career  path-management;  tenure-38 
years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$554,000;  ownership,  2,000  shares.  ►  His  efforts  to  diversify  this 
utility  are  yielding  mixed  results.  Real  estate  development  and 
business  forms  have  been  disappointing.  Financial  services  have 
paid  off.  Sold  off  some  laggards  and  shifted  primary  diversifica- 
tion thrust  to  allied  businesses,  such  as  coal  delivery  and  trans- 
portation. Likes  cruising  the  Bahamas  in  his  62-foot  power  boat. 


FLOWERS  INDUSTRIES 

AMOS  RYALS  MCMULLIAN 

Thomasville,  Ga.  912-226-9110 

SALES:  $738  mil.    PROFITS:  $41  mil. 

MARKET  VALUE:  $672  mil. 

►  Born  8/28/37,  Jackson  Co.,  Fla.;  BS  (busi- 
ness), Fla.  State,  1962.  Career  path-finance/accounting;  ten- 
ure-27  years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$609,000;  ownership,  243,000  direct,  4,000  indirect  shares. 
►  Hunting-motif  wallpaper  lines  headquarters,  which  is  fitting- 
he  hunts  bakeries.  Buys  marginal  bakers,  installs  stiff  financial 
reporting  systems,  invests  heavily  in  capital  improvements,  then 
turns  them  into  distribution  centers,  too.  FTC  doesn't  always  ap- 
prove. Lower  grain  prices  hurt  profits  some  this  year. 


FLUOR 

DAVID  S.  Tappan  Jr. 

Irvine,  Calif.  714-975-2000 

SALES:  $5.1  bil.     PROFITS:  $56  mil. 

MARKET  VALUE:  $2.9  Ml. 

►  Born  5/27/22,  Hainan,  China;  BA  (econ., 
fin.),  Swarthmore,  1943;  MBA,  Stanford,  1948.  Career  path-mer- 
chandising/ marketing;  tenure-37  years,  CEO  5  years.  Compensa- 
tion: 1988  salary  &  bonus,  $899,000;  ownership,  195,000  direct, 
126,000  indirect  shares.  ►  His  mission  accomplished,  he'll  soon 
step  down  and  give  the  reins  to  Les  McCraw.  Last  year's  giant  re- 
structuring cut  construction,  engineering  company  in  half,  re- 
stored earnings.  Stock  has  doubled  since  early  '88.  Next  chal- 
lenge: to  reclaim  overseas  markets,  where  it  was  once  strong. 


FMC 

ROBERT  H.  MALOTT 

Chicago,  III.  312-861-6000 

SALES:  $3.3  bil.    PROFITS:  $129  mil. 

MARKET  VALUE:  $1.7  bil. 

►  Born  10/6/26,  Boston,  Mass.;  AB,  U.  of 
Kan.,  1948;  MBA,  Harvard,  1950.  Career  path-administration; 
tenure-37  years,  CEO  17  years.  Compensation:  1988  salary  &  bo- 
nus, $1,043,000;  ownership,  209,000  direct,  73,000  indirect  shares. 
►  A  lanky,  patrician  boss,  he's  making  impressive  progress  on 
massive  debt  from  takeover  defense.  Specialty  chemicals,  pre- 
cious-metals business  booming.  Even  defense  business,  clipped 
by  slowdown  in  federal  procurement,  looks  good.  Likes  white-wa- 
ter rafting  and  camping  in  the  wilds  of  Canada. 


FMC  GOLD 

ROBERT  N.  BURT 

Reno,  Nev.  702-827-3777 

SALES:  $171  mil.    PROFITS:  $61  mil. 

MARKET  VALUE:  $688  mil. 

►  Born  5/24/37,  Lakewood,  Ohio;  BS  (chem. 
eng.),  Princeton,  1959;  MBA,  Harvard,  1964.  Career  path-corpor- 
ate planning;  tenure-16  years,  CEO  5  months.  Compensation: 
1988  salary  &  bonus,  NA'^;  ownership,  1,000  shares.  ►  New  at  the 
helm  of  this  precious-metals  spinoff  of  FMC,  which  still  holds 
897'  .  Company  has  Midas  touch:  Tops  in  industry  in  ROI,  thanks 
to  lean  mining  operations  in  Nevada.  Costs  him  $122  an  ounce  to 
produce  gold-vs.  industry  average  of  $200.  Spending  big  to  pros- 
pect for  more.  Trades  miner's  helmet  for  sailor's  cap. 


FOOD  LION 


TOM  E.  Smith 

Salisbury,  N.  C. 

704-633-8250 

SALES:  $3.8  bil. 

PROFITS:  $113  mil. 

MARKET  VALUE:  i 

t3.8  bil. 

►  Born  5/2/41,  Salisbury,  N.  C;  BA  (busi- 
1964.  Career  path-merchandising/marketing. 


ness),  Catawba 

distribution;  tenure-19  years,  CEO  4  years.  Compensation:  1988 
salary  &  bonus,  $.526,000;  ownership,  1,069,000  direct,  28,000  indi- 
rect shares.  ►  Knows  his  supermarkets  from  bottom  to  top: 
started  off  as  a  bag  boy.  Now  he's  taking  his  chain  of  low-over- 
head stores  beyond  Southeast  stronghold  to  competitive  North- 
east. Earnings  growth  slowed  a  bit.  Analysts  believe  he'll  eventu- 
ally succeed.  Likes  to  hunt  when  not  minding  the  stores. 
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V     INTRODUCING  A  NEW  CONVERTIBLE  ' 
iOiimND  RANDCRAFTED INIIAIY  BYMASERAri. 


sjorxtxs^e 
feature  inrx 
dndreclpri 
\A/hen 


r^^1<gserc^         a  new  convertible,  you 

cil^i^eipt  16^alve  electronic  fuel- 
li^pitvitx),  a  five-speed  nnancjdl  Get- 
Hglll^l^y^neel  |Dower-<3ssisied  disc 

^^jMH^^^^e  and  virtually  every 

Maserati't>ui)^'m3w  eonvertifele,  you  , 

I  angine  with  a  3-so©e<3  outortieifce  trariio««is  (jvaiiobte  as  a  no-cost  opttonJ 


can  exp^t  hand-fashioned  coachwork  of  the  finest 
European  craftsmanship  Mdu  con  expect  luxury  so 
complete,  every  item  is  standard.  Among  the  many 
bott^  a  soft  (Convertible  tdb  and  a  hard  removable 
roof  • 

When  Mdserati  built  this  'convertible,  ttiey  rnade 
it  everything  you  expect.  And  mode  it  exclusively  for 
Chrysler  Motors. 

Chrysler^  TC  by  Maserati  is  backed  by  Ctrysleri 
Crystal  Key  better  VN/orrqnty  protection  than  Jaguac 
f^rsche,  BMW  Mercedes  or  RoHs  Royce^ 

v  See  copv  of  limlfed  worranty  at  doalec  Some  fesfricKons  appfy.  BUCKLE  UP  FOR  SAFETY 


R  P  0  R  ATE    E  L  n 


J(JNALl)  t.  PKTERSILN 


Dearborn,  Mich.  313-322-3000 


'4  bil.    PROFITS:  $5.3  bil. 


MARKET  VALUE:  $25.9  bil. 

►  Born  9/4/26,  Pipestone,  Minn.;  BS  (mech. 
eng.),  U.  of  Wash.,  1946;  MBA,  Stanford,  1949.  Career  path-en- 
gineering/technical, merchandising/marketing;  tenure-40 
years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$3,340,000';  ownership,  161,000  direct,  18,000  indirect  shares. 
►  Widely  praised,  occasionally  deified  manager  keeps  pedal  to 
metal.  Earnings  shot  beyond  GM's.  Now  must  keep  seatbelt  on  as 
sales  slump.  Early  decision  not  to  add  new  plants  may  help  keep 
earnings  from  wiping  out.  Collects  rocks  for  fun. 


JK 


FOREMOST  CORP.  OF  AMERICA 

RIlHARL)  L.  A;\{()MNi 

Grand  Rapids,  Mich.  616-942-3000 

SALES:  $460  mil.    PROFITS:  $25  mil. 

MARKET  VALUE:  $460  mil. 

►  Born  5/5/42,  Grand  Rapids,  Mich.;  BA  (ac- 
counting, bus.  admin.),  Ferris  State,  1964.  Career  path-finance/ 
accounting;  tenure-20  years,  CEO  3  years.  Compensation:  1988 
salary  &  bonus,  $447,000;  ownership,  92,000  shares.''  ►  Slumping 
sales  of  new  mobile  homes  and  RVs  spell  a  slowdown  for  his  spe-  ^{f^ 
cialty,  insuring  the  things.  So  he's  tapping  the  stronger  market 
for  used  mobile  homes.  Cutting  costs,  though  bad  weather  is  hik- 
ing claims  this  year.  Mild-mannered  insurance  man  by  day,  he's  a 
hard-checking  hockey  player  in  off  hours. 


FOREST  CITY  ENTERPRISES 

ALBERT  B.  RATNER 

Cleveland,  Ohio  216-267-1200 

SALES:  $293  mil.    PROFITS:  $8  mil. 

MARKET  VALUE:  $430  mil. 

►  Born  12/26/27,  Cleveland,  Ohio;  BS  (forest- 
ry), Mich.  State,  1951.  Career  path-real  estate,  retail;  tenure-38 
years,  CEO  16  years.  Compensation:  1988  salary  &  bonus, 
$398,000;  ownership,  67,000  direct,  242,000  indirect  shares. 
►  He's  leading  one-time  lumber  yard  into  real  estate  big  leagues. 
Developing  giant  commercial  and  mixed-use  projects  in  Brook- 
lyn, Cleveland,  Chicago.  Shed  retail  lumber  chain,  sticking  to 
wholesale.  May  sell  some  undeveloped  properties.  Shares  man- 
agement with  four  relatives.  Family  owns  controlling  stake. 


FOREST  LABORATORIES 

HOWARD  SOLOMON 


New  York,  N.  Y.  212-421-7850 
SALES:  $97  mil.    PROFITS:  $22  mil. 


MARKET  VALUE:  $648  mil. 

►  Born  8/12/27,  New  York,  N.  Y.;  BS  (social 


sciences).  City  Coll.  of  N.  Y.,  1949;  LLB,  Yale  Law,  1952.  Career 
path-legal;  tenure-14  years,  CEO  13  years.  Compensation:  1988 1 
salary  &  bonus,  $317,000;  ownership,  582,000  shares.  ►  Acquisi- 
tion of  UAD  Labs,  a  maker  of  pain  medication,  doubled  his  sales  | 
force.  Moving  into  growing  geriatric  market,  with  Micturol  anti- 
incontinence  drug  and  controlled-release  Alzheimer's  treatment! 
awaiting  approval.  FDA  investigation  of  other  generics  makers  I 
zapped  his  competitor  in  generic  Inderal  anti-arthritic. 


FOSTER  WHEELER 


LOUIS  ENRICO  AZZATO 


Clinton,  N.J.  201-730-4000 


SALES:  $1.1  bil.    PROFITS:  $29  mil. 
MARKET  VALUE:  $768  mil. 

►  Born  10/8/30^  New  York,  N.  Y.;  BS  (chem. 
eng.).  City  Coll.  of  N.  Y.,  1952.  Career  path-engineering/techni- 
cal;  tenure-37  years,  CEO  8  years.  Compensation:  1988  salary  & 
bonus,  $300,000;  ownership,  42,000  shares.  ►  Globe-trotting  fit- 
ness buff  ran  up  huge  earnings  gain  last  year,  thanks  mainly  to 
asset  sales.  Core  engineering  and  construction  group's  revenues 
look  strong.  Wants  to  bolster  recent  cogeneration,  aquaculture 
acquisitions  by  moving  further  into  hazardous-waste  remedia- 
tion, asbestos  removal.  Happy  that  Asher  Edelman  has  laid  off. 


FOURTH  FIHAHCIAL 


JORDAN  L.  HAINES 


Wichita,  Kan.  316-261-4444 
SALES:  $255  mil.    PROFITS:  $31  mil. 


MARKET  VALUE:  $373  mil. 

►  Born  5/17/27,  Sabetha,  Kan.;  AB  (Eng.,  his-  j 
tory),  U.  of  Kan.,  1949;  LLB,  U.  of  Kan.  Law,  1957.  Career  path 
-commercial  banking;  tenure-27  years,  CEO  7  years.  Compensa- 
tion: 1988  salary  &  bonus,  $368^000;  ownership,  38,000  direct,  | 
17,000  indirect  shares.  ►  Heads  top  bank-holding  company  in  | 
Kansas.  Suffered  heavy  losses  in  oil-patch  slump  but  avoided  big  ' 
bath  on  real  estate  loans.  In  last  state  to  bar  interstate  banking, 
he's  acquiring  more  Kansas  banks.  But  if  his  bank  can't  travel,  j 
he  will:  He  has  played  221  golf  courses  around  the  world. 


FOXBORO 


GARY  K.  Willis 


Foxboro,  Mass.  508-543-8750 

■SALES:  $540  mil.    PROFITS:  $10  mil. 

MARKET  VALUE:  $374  mil. 

►  Born  :t/l  1/45,  Attleboro,  Mass.;  BS  (mech. 
eng.),  Worcester  Polytechnir  Insl.,  1967.  Career  path-sales;  ten- 
ure-14 years,  CEO  2  years.  Coinp'-nsation:  1988  salary  &  bonus, 
$390,000;  ownership,  3,000  sharcv .  >  Sweated  through  capital 
spending  downturn  with  two  waves  o ;  restructuring  and  big  cuts 
in  employment.  Managed  to  eke  out  some  profits  after  all  that 
but  margins  remain  weak.  New  Intelligent  Automation  line  has 
won  customer  praise.  Now  he's  borrowing  to  i  inance  some  inven- 
tory expansion.  Likes  to  jog  at  his  Cape  Cod  rei  reat. 


FPL  GROUP 


iAMES  L.  BROADHEAD 


North  Palm  Beach,  Fla.  407-694-6300 
SALES:  $5.9  bil.    PROFITS:  $493  mil. 


.MARKET  VALUE: 


2  bil. 


►  Born  11/28/35,  New  Rochelle,  N.  Y.;  BME, 
Cornell,  1958;  LLB,  Columbia  Law,  1963.  Career  path-legal,  gen- 
eral mgmt.;  tenure-9  months,  CEO  9  months.  Compensation:  1988  | 
salary  &  bonus,  NA;  ownership,  1,000  shares.  ►  'Telephone  exec 
from  outside  was  a  surprise  choice  for  the  utility's  top  job.  Needs 
to  put  more  zip  into  nonenergy  businesses-from  cable  TV  to  in- 
surance. Turkey  Point  nuclear  plant  has  one  of  the  worst  operat- 
ing records  in  the  industry  and  is  on  regulators'  hit  list.  Other- 
wise, he  inherits  a  strong  balance  sheet  and  decent  earnings. 
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FRANKLIN  RESOURCES 


Charles  B.  Johnson 


San  Mateo,  Calif.  415-570-3000 
SALES:  $203  mil.    PROFITS:  $66  mil. 


MARKET  VALUE:  $1.1  Ml. 


►  Born  1/6/33,  Montclair,  N.  J.;  BA  (econ.,  po- 
1954.  Career  path-finance/accounting;  ten- 


itical  sci.),  Yale 
ire-32  years,  CEO  18  years.  Compensation:  1988  salary  &  bonus, 
;431,000;  ownership,  4,881,000  direct,  535,000  indirect  shares.  ►  A 
'itness  buff  and  son  of  founder,  he  has  watched  growth  slow 
'rom  once-staggering  speed.  So  he's  looking  overseas  for  mutu- 
il-fund  sales.  New-products  whiz  invented  Ginnie  Mae  fund, 
^ew  unit  develops  REITs.  Trying  to  rebuild  investor  confidence. 
Viotto:  "Persistence  and  determination  alone  are  omnipotent." 


FREEPORT-McMORAN 


JAMES  ROBERT  MOFFETT 


New  Orleans,  La.  50^-582-4000 

SALES:  $1.9  Ml.    PROFITS:  $310  mil. 

MARKET  VALUE:  $2.4  Ml. 

►  Born  8/16/38,  Houma,  La.;  BS  (geology),  U. 
of  Tex.,  1961;  MS  (geology),  Tulane,  1963.  Career  path-engineer- 
ing/technical; tenure-22  years,  CEO  5  years.  Compensation:  1988 
salary  &  bonus,  $1,550,000;  ownership,  641,000  direct,  121,000  in- 
direct shares.  ►  Flamboyant  "Jim  Bob"  going  gangbusters  de- 
spite oil-patch  blues.  Big  in  phosphate  fertilizer,  oil-and-gas,  ura- 
nium, gold,  copper.  Spent  $594  million  on  19%  share  buyback. 
Former  Longhorn  football  star  a  tireless  civic  leader  with  politi- 
cal aspirations.  Governor's  ally  for  fiscal  reform. 


FREEPORT-McMORAN  COPPER 

Milton  Hawkins  Ward 

New  Orleans,  La.  504-582-4000 

SALES:  $335  mil.    PROFITS:  -$94  mil. 

MARKET  VALUE:  $880  mil. 

►  Born  8/1/32,  Bessemer,  Ala.;  BS  (mining 
mg  ,  1955);  MS  (eng.,  1981),  U.  of  Ala.;  MBA,  U.  of  N.  M.,  1974.  Ca- 
reer path-engineering/technical,  mgmt.;  tenure-15  years,  CEO  1 
?ear.  Compensation:  1988  salary  &  bonus,  $272,000^;  ownership, 
'JA.*  ►  Hat-trick  honcho:  He's  also  CEO  of  Freeport-McMoRan 
Jold,  president  of  parent.  Glittery  times  here,  with  a  huge  copper 
ind  gold  discovery  in  Indonesia.  He  should  thrive  even  as  copper 
)rices  slide,  thanks  to  low  costs,  little  debt,  high  output,  gold  and 
lilver.  Building  mining,  milling  capacity. 


FREEPORT-McMORAN  GOLD 


MILTON  HAWKINS  WARD 


New  Orleans,  La.  504-582-4000 
SALES:  $106  mil.    PROFITS:  $29  mil. 


MARKET  VALUE:  $404  mil. 

►  Born  8/1/32,  Bessemer,  Ala.;  BS  (mining 
eng.,  1955)  MS  (eng.,  1981),  U.  of  Ala.;  MBA,  U.  of  N.  M.,  1974.  Ca- 
reer path-engineering/technical;  tenure-15  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $142,000-;  ownership,  4,000 
shares.'^  ►  Under  this  hat  he  has  knack  for  finding  new  reserves. 
Expanded  Jerritt  Canyon  gold  refinery  in  Nevada  will  process 
Grade  B  ore.  Could  boost  production  25%.  As  a  low-cost  producer 
with  no  debt  he  should  be  able  to  weather  any  price  slump.  Nug- 
gets fund  his  art  collection,  taste  for  fine  wines. 


FRUIT  OF  THE  LOOM 


WILLIAM  Farley 


Chicago,  III.  312-876-1724 
SALES:  $1  Ml.    PROFITS:  $73  mil. 
market  VALUE:  $985  mil. 


less) 


►  Born  10/10/42,  Pawtucket,  R.  I.;  AB  (busi- 
Bowdoin,  1964;  JD,  Boston  Law,  1969.  Career  path-fi- 
lance/accounting,  production/manufacturing,  legal;  tenure-13 
'ears,  CEO  4  years.  Compensation:  1988  salary  &  bonus,  NA^; 
iwnership,  1,885,000  shares.  ►  Sales  and  profits  ripening.  West 
'oint-Pepperell  buy  a  mixed  blessing.  Tied  up  with  asset  sales 
md  cost-cutting  at  Pepperell.  Needs  to  pay  down  awesome  debt. 
Vhen  he's  not  dealmaking,  he's  still  dreaming  about  White 
iouse  run.  Stars  in  his  company's  TV  ads. 


FUQUA  INDUSTRIES 

LAWRENCE  P.  KLAMON 


Atlanta,  Ga.  404-658-9000 
SALES:  $934  mil.    PROFITS:  $77  mil. 
MARKET  VALUE:  $658  mil. 


►  Born  3/17/37,  St.  Louis,  Mo.;  AB  (pol.  sci., 
econ.),  Washington,  1958;  JD,  Yale  Law,  1961.  Career  path-legal; 
tenure-22  years,  CEO  9  months.  Compensation:  1988  salary  &  bo- 
nus, $630,000;  ownership,  74,000  shares.  ►  Longtime  understudy 
of  founder  J.  B.  Fuqua  no  chip  off  the  old  block.  Easy  going,  for 
instance,  and  highly  educated.  With  Georgia  thrift  sold  off,  con- 
centrating on  sporting  goods.  Snapper  lawn  mowers,  photo  fin- 
ishing. Big  pile  of  cash  isn't  exactly  burning  a  hole  in  pocket,  but 
like  his  wheeler-dealer  predecessor,  he's  always  looking. 


GANNETT 


John  j.  Curley 


Arlington,  Va.  703-284-6000 

SALES:  $3.3  Ml.    PROFITS:  $364  mil. 

MARKET  VALUE:  $7.8  Ml. 

►  Born  12/31/38,  Easton,  Pa.;  BA  (political 
ici.,  English),  Dickinson,  1960;  MS  (journalism),  Columbia,  1963. 
!)areer  path-journalism;  tenure-20  years,  CEO  3  years.  Compen- 
iation:  1988  salary  &  bonus,  $1,225,000;  ownership,  91,000  direct, 
1,000  indirect  shares.  ►  Added  chairman's  title  after  pooh-bah  Al 
'^euharth  stepped  down.  Don't  expect  big  shifts.  Still  waiting  for 
)lack  ink  at  USA  Today.  More  vexing  is  TV  partnership,  whose 
mnual  loss  could  hit  $21  million  as  USA  Today  show  garners  dis- 
nal  reviews.  Claims  he's  tougher,  meaner  than  Neuharth. 


THE  GAP 


DONALD  George  Fisher 


San  Bruno,  Calif.  415-952-4400 
SALES:  $1.3  Ml.     PROFITS:  $74  mil. 


MARKET  VALUE:  $1.9  Ml. 
►  Born  9/3/28,  San  Francisco,  Calif.; 


BS 


(business),  U.  of  Calif,  at  Berkeley,  1950.  Career  path-real  estate; 
tenure-20  years,  CEO  20  years.  Compensation:  1988  salary  &  bo- 
nus, $1,374,000;  ownership,  9,442,000  direct,  5,226,000  indirect 
shares.  ►  Guiding  retailer  to  a  rebound  from  apparel-industry 
slump.  Savvy  in  real  estate  and  finance-and  in  hiring  hot-shot 
merchandisers.  Stores  appeal  to  affluent  adults,  and  GapKids  is  a 
hit.  Still  working  to  fix  Banana  Republic  chain.  Looking  for  ac- 
quisitions. Former  All-American  in  water  polo. 
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GATX 

James  J.  Glasser 


Chicago,  III.  312-621-6200 

SALES:  $572  mil.    PROFITS:  $47  mil. 


MARKET  VALUE:  $590  mil. 
►  Born  6/5/34,  Chicago,  111 


AB  (history), 

Yale,  1955;  JD,  Harvard  Law,  1958.  Career  path-legal,  general 
management;  tenure-28  years,  CEO  11  years.  Compensation: 
1988  salary  &  bonus,  $825,000;  ownership,  39,000  direct,  1,000  in- 
direct shares.  ►  His  rail-car  leasing  is  roaring  along  the  track.  He 
can  thank  the  booming  chemical  industry,  which  leases  58%  of  his 
51,000-car  fleet.  Earnings  soared  35%  last  year,  and  could  post 
another  277c  rise  in  1989.  Adding  cars,  together  with  nearly  $850 
million  in  debt  to  pay  for  them.  Raises  Bedlington  terriers. 


GElCO 

William  Burton  Snyder 
Washington,  D.  C.  301-986-3000 
SALES:  $1. 7  bil.    PROFITS:  $134  mil. 
MARKET  VALUE:  $2.3  Ml. 


I 


J 


►  Born  7/9/29,  Clarksburg,  W.  Va.;  BS  (ac- 
counting), Tex.  Tech.,  1955.  Career  path-merchandising/market- 
ing;  tenure-12  years,  CEO  4  years.  Compensation:  1988  salary  & 
bonus,  $700,000;  ownership,  52,000  direct,  2,000  indirect  shares. 
►  Seven-day-a-week  worker  will  need  every  minute  to  cope  in  the 
embattled  auto-insurance  industry.  Heads  top-notch  outfit 
known  for  conservative  underwriting  and  strict  expense  control. 
But  he  won't  do  business  in  states  with  hostile  regulatory  cli- 
mates, such  as  California,  and  that  will  hurt  revenues. 


l]  GENCORP 


A.  William  Reynolds 


Fairlawn,  Ohio  216-869-4200 

SALES:  $1.9  bil.    PROFITS:  $55  mil. 

MARKET  VALUE:  $567  mil. 

►  Born  6/21/33,  Columbus,  Ohio;  AB  (econ.), 
Harvard,  1955;  MBA  (econ.),  Stanford,  1957.  Career  path-general 
management;  tenure-5  years,  CEO  4  years.  Compensation:  1988 
salary  &  bonus,  $841,000;  ownership,  41,000  direct,  1,000  indirect 
shares.  ►  Serious,  low-key  leader  has  sharply  criticized  the 
buyout  craze.  Might  he  be  a  target?  Profits  at  Aerojet  defense 
unit  have  been  off;  high  startup  costs  have  nailed  new  auto-parts 
programs.  Stock  performance  has  been  uninspiring.  Not  all 
gloom,  though:  Recently  won  a  big  rocket-motor  contract. 


GEHENTECH 


ROBERT  SWANSON 


So.  San  Francisco,  Calif.  415-266-1000 
SALES:  $323  mil.    PROFITS:  $21  mil. 


MARKET  VALUE:  $1.6  bil. 


►  Born  11/29/47,  New  York,  N.  Y.;  BSl 


(chem.),  1970;  SM  (management),  1970,  MIT.  Career  path-venture' 
cap.,  biotechnology;  tenure-13  years,  CEO  13  years.  Compensa-i 
tion:  1988  salary  &  bonus,  $425,000;  ownership,  3,600,000  direct,! 
50,000  indirect  shares.  ►  Still  reeling  from  disappointing  sales  of! 
heart  drug  TPA.  New  anti-AIDS  therapy-CD4-may  stiffen  sag-| 
ging  stock.  But  with  high-flier  image  tarnished,  his  challenge  isj 
to  hang  on  to  good  people  to  develop  new  products  for  the  1990s. v' 
Building  a  big  new  house  on  the  San  Francisco  peninsula. 


GEHERAL  BINDING 


RUDOLPH  GRUA 


Northbrook,  III.  312-272-3700 
SALES:  $251  mil.    PROFITS:  $15  mil. 
MARKET  VALUE:  $400  mil. 
►  Born  8/30/28,  New  York, 


N.  Y.  Career 

path-merchandising/marketing,  sales;  tenure-5  years,  CEO  5 
years.  Compensation:  1988  salary  &  bonus,  $402,000;  ownership, 
59,000  shares.  ►  He's  turned  prosaic  machine  business  into  mon- 
ey machine.  Company  has  long  made  binding,  shredding,  lami- 
nating devices.  But  he  focuses  on  the  more  profitable  supplies 
end,  keeping  machine  buyers  stocked  with  paper,  components, 
binding  tabs.  Recently  bought  Varian's  ring  binding  unit,  boost- 
ing market  share  over  50%.  Enjoys  gardening,  woodworking. 


GENERAL  CINEMA 


RICHARD  ALAN  SMITH 

Chestnut  Hill,  Mass.  617-232-8200 

SALES:  $2.3  bil.    PROFITS:  $83  mil. 


MARKET  VALUE:  $1.9  bil. 

►  Born  11/1/24,  Boston,  Mass.;  BS  (business). 


Harvard,  1946.  Career  path-general  management;  tenure-42 
years,  CEO  28  years.  Compensation:  1988  salary  &  bonus, 
$1,225,000;  ownership,  1,468,000  direct,  10,005,000  indirect 
shares.  ►  After  selling  off  Pepsi  bottler  for  $1.2  billion  pretax 
gain,  where  will  he  spend  the  money?  Another  mystery  is  wheth- 
er he'll  sell  177  stake  in  Britain's  Cadbury  Schweppes.  Mean- 
time, profits  near  record  in  theater  business.  Plays  an  aggressive 
tennis  game  and  hates  to  lose,  so  expect  something  dramatic. 


svear 


GENERAL  DYNAMICS 


STANLEY  C.  PACE 


St.  Louis,  Mo.  314-889-8200 
SALES:  $9.6  bil.    PROFITS:  $379  mil. 


MARKET  VALUE:  $2.4  bil. 


>  Born  9/14/21,  Burkesville,  Ky.;  BS  (eng.), 
U.  S.  Mil.  Acad.,  K-rl  \IS  (aero,  eng.),  Calif.  Inst,  of  Tech.,  1949. 
Career  path-enginec}  iiij.  /U'chnical;  tenure-4  years,  CEO  4  years. 
Compensation:  1988  saiai  y  &  bonus,  $1,041,000;  ownership, 
18,000  shares.  ►  Blunt-spok  !j  Mr.  Clean  approach  has  kept  him 
clear  of  the  Pentagon's  corrup  i  iun  ifivestigation.  And  he's  sitting 
on  a  $25  billion  backlog,  taking  >  !  I(,ls  of  debt  to  finance  R&D  to 
stay  ahead.  Recent  win:  technologj  ransfer  deal  with  Japan  for 
FSX  fighter.  Just  picked  successor:  ex-astronaut  William  Anders. 


GENERAL  ELECTRIC 

JOHN  FRANCIS  WELCH 

Fairfield,  Conn.  203-373-2211 

SALES:  $49.4  bil.     PROFITS:  $3.4  bil. 

MARKET  VALUE:  $52. 7  bil. 

►  Born  11/19/35,  Peabody,  Mass.;  BS  (chem. 
eng.),  U.  of  Mass.,  1957;  MS  (1958),  PhD  (1960),  U.  of  III.  Careeipffec^' 
path-engineering/technical;  tenure-29  years,  CEO  8  years.  Com- 
pensation: 1988  salary  &  bonus,  $2,350,000;  ownership,  107,000  di- 
rect, 6,000  indirect  shares.  ►  Strategy  of  assembling  portfolio  ofj 
high-growth  businesses  that  lead  their  industries  is  working-butj 
slowly.  Return  on  assets  way  up,  but  share  price  still  below  pre-l 
crash  high;  Kidder  unit  is  struggling.  Latest  management  tactic: 
Stir  up  hierarchy  by  getting  employees  to  speak  their  minds.  B^iito 
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GENERAL  INSTRUMENT 

Frank  G.  Hickey 

New  York,  N.  Y.  212-207-6200 

SALES:  $1.3  bil.    PROFITS:  $86  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  8/9/27,  Stevens  Point,  Wis.;  BS,  U.  of 
Dayton,  1950.  Career  path-administration,  operations;  tenure-25 
years,  CEO  15  years.  Compensation:  1988  salary  &  bonus, 
$928,000;  ownership,  75,000  shares.  ►  Amid  talceover  rumors, 
he's  buying  back  20%  of  stock,  scouting  acquisitions.  Envisions 
making  company  a  video-technologies  powerhouse.  Looking 
overseas  for  sales  of  converters,  signal  scramblers  as  U.  S.  cable- 
TV  boom  peters  out.  Teamed  with  British  Satellite  Broadcasting, 
Japan's  C.  Itoh  to  supply  signal-scramblers  for  satellite  services. 


GENERAL  MILLS 

H.  B.  (BRUCE)  ATWATER  Jr. 

Minneapolis,  Minn.  612-540-2311 

SALES:  $5.6  bil.    PROFITS:  $315  mil. 

MARKET  VALUE:  $5.6  bil. 

►  Born  4/12/31,  Minneapolis,  Minn.;  AB, 
Princeton,  1952;  MBA,  Stanford,  1954.  Career  path-merchandis- 
ing/marketing; tenure-31  years,  CEO  8  years.  Compensation: 
1988  salary  &  bonus,  $1,431,000;  ownership,  116,000  shares. 
►  Now  firmly  back  in  food  business  after  years  of  dreary  diversi- 
fication, he's  nicely  positioned  to  cash  in  on  consumer  zeal  for  diet 
and  nutrition.  Oat-bran  cereals  selling  well.  Seafood  and  Italian 
restaurants  providing  growth.  Private  man  who  likes  skiing  and 
tennis,  he's  succeeded  in  keeping  company  out  of  raiders'  jaws. 


GENERAL  MOTORS 

ROGER  B.  Smith 

Detroit,  Mich.  313-556-5000 

SALES:  $121.1  bil.    PROFITS:  $Jf.6  bil. 

MARKET  VALUE:  $30.3  bil. 

►  Born  7/12/25,  Columbus,  Ohio;  BS  (busi- 
ness), 1947;  MBA,  1949,  U.  of  Mich.  Career  path-finance/account- 
ing; tenure-40  years,  CEO  9  years.  Compensation:  1988  salary  & 
bonus,  $2,483,000;  ownership,  58,000  direct,  40,000  indirect 
shares.  ►  Retirement  next  summer  will  end  the  longest  tenure 
for  a  GM  CEO  since  Alfred  P.  Sloan.  His  massive  reorganization 
much  needed,  but  costly.  Last  goals:  boost  market  share  past 
36%;  pass  Ford  in  profits  for  first  time  since  1985;  drive  first  Sat- 
urn car  off  the  line.  All  three  will  be  tough. 


GENERAL  PUBLIC  UTILITIES 

Standley  h.  Hoch 

Parsippany,  N.  J.  201-263-6500 

SALES:  $2.8  bil.    PROFITS:  $3H  mil. 

MARKET  VALUE:  $2.3  bil. 

►  Born  2/17/33,  Canonsburg,  Pa.;  BA  (econ.), 
Oberlin,  1954.  Career  path-finance/accounting;  tenure-5 
months,  CEO  5  months.  Compensation:  1988  salary  &  bonus, 
$450,000;  ownership,  none.'  ►  Recruited  from  General  Dynamics 
to  run  the  utility,  and  some  say  picking  an  executive  from  outside 
the  industry  is  a  sign  of  change.  Company  has  worked  its  way 
back  to  health  after  Three  Mile  Island  nuclear  disaster.  Restart- 
ed dividend  flow,  and  stock  price  is  up.  His  biggest  challenge  now 
is  to  meet  crying  need  for  new  capacity. 


1 

4 

-  * 

1  '*^jH 

GENERAL  RE 

RONALD  E.  FERGUSON 

Stamford,  Conn.  203-328-5000 

SALES:  $2. 7  bil.    PROFITS:  $513  mil. 

MARKET  VALUE:  $7.2  bil. 

►  Born  1/16/42,  Chicago,  III;  BA  (mathemat- 
ics, econ.),  Blackburn,  1963;  MS  (actuarial  sciences),  U.  of  Mich., 
1965.  Career  path-actuarial;  tenure-20  years,  CEO  3  years.  Com- 
pensation: 1988  salary  &  bonus,  $979,000';  ownership,  17,000 
shares.  ►  Careful,  disciplined  manager  sold  life  reinsurance  unit 
last  year  to  focus  on  property/casualty  reinsurance.  Dilemma: 
hold  prices  in  the  face  of  shrinking  volume  or  drop  them  to  hang 
onto  client  base  that  made  him  leader  in  U.  S.?  He's  held  firm  so 
far-and  volume  dipped.  Spending  millions  to  buy  back  stock. 


GENERAL  SIGNAL 

Edmund  M.  Carpenter 

Stamford,  Conn.  203-357-8800 

SALES:  $1.8  bil.    PROFITS:  $25  mil. 

MARKET  VALUE:  $1  bil. 

►  Born  12/28/41,  Toledo,  Ohio;  BS  (ind.  eng.), 
1963;  MBA,  1964,  U.  of  Mich.  Career  path-engineering/technical; 
tenure-1  year,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$860,000^;  ownership,  15,000  shares.  ►  Former  president  of  ITT 
got  recruited  to  turn  around  this  maker  of  electronic  and  indus- 
trial equipment.  Now  he's  doing  it:  Consolidated  and  sold  some 
units,  bought  back  $480  million  of  stock.  First-half  earnings  are 
up  330%,  and  $1  billion  in  new  orders  set  record.  But  Japanese 
competition  in  semiconductor  equipment  a  big  problem. 


GENETICS  INSTITUTE 

Gabriel  Schmergel 

Cambridge,  Mass.  617-876-1170 

SALES:  $30  mil.    LOSS:  $11  mil. 

MARKET  VALUE:  $383  mil. 

►  Born  5/14/40,  Hungary;  BSME,  Rensselaer 
Polytechnic  Inst,  1962;  MBA,  Harvard,  1967.  Career  path- 
marketing,  prod./mfg.;  tenure-8  years,  CEO  8  years.  Compensa- 
tion: 1988  salary  &  bonus,  $256,000;  ownership,  285,000  shares." 
►  Baxter  Travenol  veteran  joined  biotech  company  four  months 
after  startup.  Not  big  on  socializing  with  staff,  but  holds  loose 
rein.  Used  to  visit  labs  to  look  around.  But  juggling  four  major 
drugs,  he  concentrates  on  getting  them  to  market.  So  far,  reve- 
nue is  from  license  fees,  not  product  sales. 


GENUINE  PARTS 

Larry  l.  Prince 

Atlanta,  Ga.  m-953-1700 

SALES:  $2.fJ  bil.    PROFITS:  $181  mil. 

MARKET  VALUE:  $3.3  bil. 

►  Born  10/4/38,  Dyersburg,  Tenn.;  attended 
Memphis  St.  Career  path-marketing,  administration;  tenure-31 
years,  CEO  6  months.  Compensation:  1988  salary  &  bonus, 
$438,000;  ownership,  30,000  shares.  ►  Started  in  stockroom.  Now 
heads  highly  computerized  distributor  of  auto  parts  through 
6,100  NAPA  (National  Automobile  Parts  Assn.)  outlets.  Market- 
ing expert,  he's  sprucing  up  displays,  boosting  ads.  warranties. 
Prospects  for  parts  look  good:  Average  car  age  is  highest  since 
1950.  Expanding  office-supplies  retailing  and  distribution. 
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GEORGIA  GULF 

James  Russell  Kuse 

Atlanta,  Ga.  m-395-4500 

SALES:  $1.1  bil.    PROFITS:  $194  mil. 

MARKET  VALUE:  $1.S  bil. 

►  Born  8/20/30,  Lincoln,  Neb.;  BS  {chem. 
eng.).  Ore.  State,  1953.  Career  path-engineering/technical,  mer- 
chandising/marketing; tenure-5  years,  CEO  5  years.  Compensa- 
tion: 1988  salary  &  bonus,  $841,000;  ownership,  1,713,000  direct, 
30,000  indirect  shares.  ►  Mortgaged  house  and  threw  life  savings 
into  LBO  spinoff  of  Georgia-Pacific.  Bought  specialty  chemical 
maker,  oil-and-gas  explorer  to  cut  dependence  on  commodities. 
Stock  price  at  low  multiple.  Now  raider  Harold  Simmons  is  on  his 
trail.  Developing  a  wildlife  habitat  for  quail  near  new  home. 


GEORGIA-PACIFIC 


Thomas  Marshall  Hahn  Jr. 
Atlanta,  Ga.  404-521-4000 
SALES:  $9.5  bil.    PROFITS:  $467  mil. 


MARKET  VALUE:  $5.3  bil. 

►  Born  12/2/26,  Lexington,  Ky.;  BS  (physics), 
U.  of  Ky.,  1945;  PhD  (physics),  MIT,  1950.  Career  path-engineer- 
ing/technical; tenure-15  years,  CEO  6  years.  Compensation:  1988 
salary  &  bonus,  $950,000;  ownership,  50,000  direct,  20,000  indirect 
shares.  ►  A  true  prodigy:  PhD  at  24.  Busy  remaking  company, 
he's  divested  commodity  chemicals,  oil  and  gas.  Diversified  into 
pulp  and  paper.  Yet  commitment  to  plywood  and  waferboard 
makes  company  vulnerable  to  cutthroat  pricing,  commodity  lines 
sensitive  to  interest-rate  shifts.  Weekend  cattle  rancher. 


GERBER  PRODUCTS 


David  W.  Johnson 

Fremont,  Mich.  616-928-2000 

SALES:  $1.1  bil.    PROFITS:  $85  mil. 

MARKET  VALUE:  $1.8  bil. 

►  Born  8/7/32,  Tumut,  New  South  Wales, 
Australia;  B.Econ.  (1954),  Dip.  Ed.  (1955),  U.  of  Sydney;  MBA,  U. 
of  Chicago,  1958.  Career  path-merchandising/marketing;  ten- 
ure-2  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$924,000;  ownership,  15,000  shares."  ►  First  outsider  in  job.  Oper- 
ating profits  jumped  62%'  in  first  full  fiscal  year.  Dominates  baby- 
food  market  with  new  products,  packaging.  Plans  move  into  in- 
fant formula  in  venture  with  Bristol-Myers.  But  no  tears  if  U.  S. 
birth  rate  disappoints:  He's  ready  with  Hne  of  "family  foods." 


GERBER  SCIENTIFIC 


Heinz  Joseph  Gerber 

Hartford,  Conn.  20S-644-1551 

SALES:  $299  mil.    PROFITS:  $33  mil. 

MARKET  VALUE:  $434  mil. 

►  Born  4/17/24,  Vienna,  Austria;  BAE  (aero, 
eng.),  Rensselaer  Polytechnic  Inst.,  1946.  Career  path-engineer- 
ing/technical, management;  tenure-41  years,  CEO  41  years. 
Compensation:  1988  salary  &  bonus,  $537,000;  ownership, 
2,970,000  direct,  205,000  indirect  shares.  ►  Shows  no  signs  of 
slowing  down-or  passing  reins.  Runs  creative  technical  shop, 
strong  in  R&D;  turns  out  innovations  that  automate  labor-inten- 
sive tasks  in  apparel,  sign-making,  eyeglass  lenses.  To  short-cir- 
cuit takeovers,  he's  buying  back  stock.  Power-boater  off  hours. 


GIANT  FOOD 


ISRAEL  Cohen 


handover,  Md.  301-341-4100 
SALES:  $3  bil.    PROFITS:  $98  mil. 
MARKET  VALUE:  $1.9  bil. 


►  Born  11/21/12,  Jerusalem,  Palestine.  Ca- 
reer path-supermarket  business;  tenure-53  years,  CEO  12  years. 
Compensation:  1988  salary  &  bonus,  $1,273,000;  ownership, 
2,677,000  shares.  ►  "Izzy"  runs  an  aptly  named  grocery  chain. 
Keeps  widening  his  lead  over  rivals  in  Washington  and  Baltimore 
with  innovative  merchandising,  larger  store  formats.  Also  fills 
more  prescriptions  than  any  area  drug  chain.  Market  share  now 
457'  and  287',  respectively.  Walk-around  manager  plans  to  open 
seven  stores  this  year,  bringing  total  to  more  than  150. 


GIBSON  GREETINGS 


BENJAMIN  J.  SOTTILE 


Cincinnati,  Ohio  513-841-6600 

SALES:  $404  mil.    PROFITS:  $35  mil. 

MARKET  VALUE:  $426  mil. 

►  Born  12/11/37,  Brooklyn,  N.  Y.;  BS  (eng., 
naval  science),  U.  S.  Naval  Acad.,  1961.  Career  path-merchandis- 
ing/marketing, sales,  general  mgmt.;  tenure-3  years,  CEO  8 
months.  Compensation:  1988  salary  &  bonus,  $629,000;  owner- 
ship, 9,000  indirect  shares. '  ►  No.  3  in  greeting  cards  and  feeling 
some  pricing  heat  in  battle  with  Hallmark  and  American  Greet- 
ings. New  hit  is  Grimmy  from  comic  strip  Mother  Goose  Grimm. 
Company  tops  industry  in  licenses,  and  he's  putting  card  charac- 
ters on  other  products.  May  need  acquisition  to  get  some  growth. 


GILLETTE 

COLMAN  M.  MOCKLER  Jr. 


Boston,  Mass.  617-421-7000 
SALES:  $3.6  bil.    PROFITS:  $269  mil 


MARKET  VALUE:  $4.4  bil. 

►  Born  12/29/29,  St.  Louis,  Mo.;  AB,  1952; 
MBA,  1954,  Harv/ird.  Careei  path-finance/accounting;  tenure-32 
years,  CEO  14  ears.  Compensation:  1988  salary  &  bonus, 
$957,000;  ownership,  143,000  direct,  88,000  indirect  shares. 
►  Company  looks  sharper  after  close  shave  with  raiders.  Cut  jobs 
and  sold  off  poor  performers.  Stagnating  personal-care  unit  still 
a  problem,  and  he  may  sell  it.  Now  has  Warren  Buffett  as  a  core 
shareholder  to  help  repel  new  shark  attacks.  Quiet,  financially 
astute  boss;  often  dines  alone  in  a  simple  restaurant  near  HQ. 


GITANO  GROUP 


MORRIS  HAIM  DABAH 


New  York,  N.  Y.  212-819-0707 

SALES:  $465  mil.    PROFITS:  $23  mil. 

MARKET  VALUE:  $510  mil. 

►  Born  6/17/24,  Aleppo,  Syria;  attended  Ter- 
ra Sancta  Coll.,  Jerusalem.  Career  path-marketing;  tenure-18 
years,  CEO  18  years.  Compensation:  1988  salary  &  bonus, 
$650,000;  ownership,  620,000  direct,  10,588,000  indirect  shares. 
►  Founder  of  family-run  apparel  company  makes  his  mark  in 
middle  America.  Secret:  Creating  an  upscale  image  with  clever 
ads,  then  selling  jeans  and  sportswear  at  such  discounters  as 
Wal-Mart,  K  mart.  Target.  But  booming  sales  haven't  translated 
into  big  profits,  as  expansion  hit  production  snags. 
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We'll  never  try  to  sell  you  a  laser  printer 


We  will,  however,  try  to  sell  you  on 
a  laser  printer  language. 

The  PostScript  language  from 
Adobe  Systems. 

You  see,  there  are  two  kinds 
of  printers  and  typesetters 
in  the  world.  Those  that 
support  PostScript.  And 
those  that  do  not. 

The  ones  that  do-at 
last  count  there  were  46- 
are  completely  compatible.  That 
means,  when  you  print  a  file  on  a 
PostScript  printer  from  one  manu 
facturer,  you  can  print  the  same 


file  on  a  PostScript  typesetter 
from  a  completely  different  man- 
ufacturer And  that's  good  to 
know,  since  more  than  25  different 
O.E.M.'s  have  adopted  the  Adobe 
PostScript  language. 

On  the  other  hand, 
when  you  print  a  file  on  a 
printer  that  doesn't  support 
PostScript,  that's  virtually 
the  only  place  you  can  print  it. 
Forever 

Since  there  are  so  many  differ- 
ent PostScript  printers  and  type- 
setters, you  can  pick  the  one  that 


meets  your  specific  needs.  For 
paper  handling  options.  Printing 
speeds.  Choice  of  resolutions. 
And  black  &  white  or  color  output. 

And  only  Adobe  PostScript 
gives  you  absolute  freedom  to 
select  the  best  hardware  and  more 
than  3,000  software  programs  for 
virtually  every  application,  plat- 
form and  budget. 

Isn't  it  time  you  bought  into  the 
PostScript  language? 


Look  for  the  PostScript  symbol  on  computers,  printers  and  other  products  that  support  PostScnpt  software  from  Adobe  Systems;  it's  your  guarantee  of  quality  and  compatibility 
Adobe,  the  Adobe  logo  and  PostScript  are  registered  trademarks  and  the  PostScnpt  logo  is  a  trademark  of  Adobe  Systems  Incorporated.  1 1989  Adobe  Systems  Incorporated.  All  nghts  reserved. 


THE    C  ORPO  RATE  ELITE 


GLATFELTER  (P.  H.) 


THOMAS  C.  NORRIS 

Spring  Grove,  Pa.  717-2254711 

SALES:  $569  m  il.    PROFITS:  $82  mil. 

M-ARKET  VALUE:  $1.1  Ml. 

►  Bom  5/9/38,  York,  Pa.;  BA  (business  ad- 
min.), Gettj-sburg,  1960.  Career  path-finance/accounting;  ten- 
ure-29  years,  CEO  9  year.s.  Compensation:  1988  salar\'  &  bonus, 
$553,000;  ownership. "56.000  direct,  3,000  indirect  shares.  ►  Top 
performer  in  specialty  papers.  His  margins  are  twice  those  of  ri- 
vals and  return  on  equity-  is  three  times  the  industrj'  average  as 
he  dominates  niche  markets  from  Watchtower  religious  publica- 
tions to  Wall  Street  prospectuses.  Organization  is  tightly  knit-he 
knows  the  names  of  many  of  his  3,500  employees.  Phillies  fan. 


GLENFED 

X  :  rma\' m.  coulson 


Glendale,  Calif.  818-500-2000 
SALES:  $2.4  bil.    PROFITS:  $164  mil. 
MARKET  VALUE:  $736  mil. 
►  Bom  3/18/33,  Hilt,  Calif.;  BS  (mgmt.), 


Long  Beach  State,  1957;  MBA,  Pepperdine,  1973.  Career  path- 
branch  operations;  tentire-32  years,  CEO  2  years.  Compensation: 
1988  salarj-  &  bonus,  §647,000";  ownership,  21,000  shares.  ►  Golf 
handicap  of  14  is  good  but  not  great.  Corporate  score  about  the 
same.  New  loan  business,  profits  flat.  Suffered  an  outflow  of  de- 
posits early  this  year,  but  turned  that  around.  Recent  purchase: 
University  Sa\ings  Bank  in  Washington  state.  Expects  new  S&L 
bill  will  lower  deposit  costs  by  eliminating  sick  thrifts. 


GM  HUGHES  ELECTRONICS 


ROBERT  J.  SCHULTZ 
Detroit,  Mich.  313-556-5000 


SALES:  $11  bil.    PROFITS:  $783  mil. 


M.ARKET  V.ALUE:  $1.2  bil. 


►  Bom  5/22/30,  Lansing,  Mich.;  BS  (mech. 
eng.),  1953;  MBA,  1969.  Mich.  State.  Career  path-engineering/ 
technical;  tenure-34  years,  CEO  8  months.  Compensation:  1988 
salaiy  &  bonus,  XA^;  ownership,  4.000  direct,  3.000  indirect 
shares.  ►  Replaces  Donald  Atwood,  who  became  Under  Secre- 
tary of  Defense.  Former  Air  Force  lieutenant  will  have  to  make 
sure  defense  contractor,  satellite  operator  and  builder  flies 
straight  after  procurement  scandal.  JIust  cope  with  defense  cut- 
backs. Already  planned:  8^^^  w^ork  force  cut  at  Hughes  Aircraft. 


GOLDEN  NUGGET 

STEPHEN  A.  Wv.\\ 


Las  Vegas,  Nev.  702-385-7111 

SALES:  $175  mil.    LOSS:  $8  mil. 

M.-\RKET  VALUE:  $461  mil. 

►  Bom  1/27/42,  Hartford,  Conn.;  BA  (En- 
glish lit.),  U.  of  Pa.,  1963.  Career  path-hotel  and  casino;  ten- 
ure-16  years,  CEO  16  years.  Compensation:  1988  salan.-  &  bonus, 
S954.000;  ownership,  3.707,000  direct,  1,850,000  indirect  shares. 
►  Flamboyant  casino  operator  taking  big  gamble  in  a  town 
known  for  high  rolling.  Spending  S620  million  to  build  3,000-room 
Mirage  hotel  in  Vegas,  complete  with  giant  fake  volcano.  But 
earnings  sink  under  constmction  debt,  losses  at  Laughlin  (Nev.) 
casino  bought  last  year.  Is  Mirage  too  close  to  Caesar's  Palace? 


GOLDEN  WEST  FINANCIAL 

HERBERT  M.  SANDLER 


Oakland,  Calif.  415-446-6000 
SALES:  $1.4  bil.    PROFITS:  $138  mil. 


\LARKET  VALUE:  $1.7  bil 


►  Bom  11/16/32,  New  York,  N.  Y.;  BSS,  City 
Coll.  of  N.  Y.,  1951;  JD,  Columbia  Law,  1954.  Career  path-legal; 
tenure-26  years.  CEO  26  years.  Compensation:  1988  salan,"  &  bo- 
nus, S607,d00;  ownership,"  2,130,000  direct,  8,000  indirect  s"hares.' 
►  With  wife  Marion,  runs  solid  S&L  unscathed  by  industrj-  crisis. 
They're  picking  up  market  share,  and  profits  are  rebounding  as 
rales  on  deposits  drop.  Making  pmdent,  small  acquisitions, 
though  bigger  deals  are  possible.  A  frequent  witness  at  hearings, 
he  urged  Congress  to  crack  dowm  on  unsound  S&L  practices. 


GOODRICH  (B.  F.) 


John  D.  Ong 

Akron,  Ohio  216-374-2(m 
S.ALES:  $2.4  bil.    PROFITS:  $210  mil. 


M.ARKET  VALUE:  $1.6  bil. 


►  Bom  9/29/33,  LThrichs\ille,  Ohio;  BA,  MA 
(Mstorj-),  Ohio  State,  1954;  LLB.  Har\"ard  Law,  1957.  Career  path- 
legal;  tenure-28  veai*s.  CEO  10  years.  Compensation:  1988  salary 
&  bonus,  S960.600:  ownership,  23,000  direct,  23,000  indirect 
shares.  ►  No  tires  anj-more.  After  a  decade  of  restmcturing, 
business  comes  from  PVC,  aerospace,  specialty-  chemicals.  It's  a 
leader  in  each  market-which  it  wasn't  in  tires.  He"s  tr\ing  to 
push  PVC  unit  into  specialty-  products,  away  from  housing-depen- 
dent commodity-  resins.  Dogged  by  takeover  mmors. 


GOODYEAR  TIRE  &  RUBBER 


TOM  H.  BARRETT 

Akron,  Ohio  216-796-2121 

-ALES:  $10. 8  bil.    PROFITS:  $350  mil. 

•  iARKET  VALUE:  $3.1  bil. 

►  Bora  8/13/30,  Topeka.  Kan.;  BS  (bus. 
mgmt./admin  ,  Kan.  State,  1953;  MS  (indust.  rels.),  MIT,  1969.  Ca- 
reer path-ent':  vieering/technical;  tenure-36  years,  CEO  9 
months.  Compentt^tion:  1988  salary  &  bonus,  S875,000;  owmer- 
ship,  8,000  shares.  ►  Leh,  family's  poultry'  business  to  join  tire  gi- 
ant. Reputation  for  toughness.  Facing  weak  earnings,  continued 
takeover  talk.  Couln  lose  No.  i  ranking  in  tire  world  to  Michelin. 
So,  despite  heavy  debt  from  fending  off  Jimmy  Goldsmith,  he's 
aggressively  spending  ok  capital  projects,  R&D. 


GOULDS  PUMPS 


STEPHEN  VINCENT  ARDIA 


Seneca  Falls,  N.  Y.  315-568-2811 
SALES:  $454  mil.    PROFITS:  $23  mil. 


NLARKET  VALLT):  $466  mil. 
►  Bom  8/3/41,  Hackensack,  N.  J.;  BS  (eng.). 


U.  S.  Merchant  Marine  Acad.,  1963;  MBA.  Rutgers,  1970.  Career 
path-sales;  tenure-25  years,  CEO  4  years.  Compensation:  1988 
salary-  &  bonus,  §447,000;  ownership,  9,000  direct,  1,000  indirect 
shares.  ►  Walk-around,  shirtsleeves  manager.  Cost  cutting  and 
better  manufacttiring  have  improved  core  pump  business,  but 
water-treatment  joint  venture  with  RajTec  leakj".  Unhappy  with 
management,  took  control  and  brought  in  Goulds'  sales  force. 
Yet  to  see  results.  Loves  skiing:  fits  slopes  into  business  trips. 
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Invest  in  France 


Allied-Signal  believes  in  it. 


"France  is  the  heart  of  our  European 
operations.  AlUed-Signal  has  been 
doing  business  successfully  in  France 
for  decades,  and  we  continue  to  invest 
regularly  in  France.  Why?  Simply 
because  France  is  one  of  Europe's 
acknowledged  technology  leaders  in 
the  industries  we  serve:  aerospace, 
automotive  products  and  engineered 
materials. 

"Today,  our  largest  European  operations 
are  in  France.  We  have  more  than 
6,000  employees  at  16  major  facilities 
who  build,  sell  and  service  our 
products  under  brand  names  like 
Allied,  Bendix,  Garrett,  Jurid, 
Norplex/Oak  and  UOP.  Our  sales  in 
France  exceeded  half  a  billion  dollars 
last  year. 

"Clearly,  investing  in  France  is  good 
business  for  Allied-Signal.  We  believe 
you'll  find  it's  the  right  place  for  your 
business,  too." 

Edward  L.  Heiinessy,  Jr. , 
Chairman  and 
Chief  Executive  Officer, 
Allied-Signal  Inc. 


Come  and  join  us  before  the  creation  of  the  Single  European  Market 

For  information  and  assistance,  contact: 

THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENCY 

For  All  Offices:  Telex  235026  FIDA-UR 

610  Fifth  Av  enue  401  North  Michigan  Avenue  ^^H^  1801  Avenue  of  the  Stars  2727  Allen  Parkway 

Suite  301  Suite  3045  Suite  410  Suite  960 

New  York,  NY  10020  Chicago,  IL  6061 1  Hi       iH      Los  Angeles,  CA  90067  Houston,  TX  77019 

(212)  757-9340  (312)  661-1640  (213)  879-0352  (713)  526-1565 

Fax:(212)  245-1568  Fax:(312)  661-0623  Fax:(213)  785-9213  Fax:(713)  526-3802 


THE    C  0  R  P  ORATE  ELITE 


GRACE  (W.  R.) 


J.  Peter  Grace 
New  York,  N.  Y.  212-819-5500 
SALES:  $5.8  bit.    PROFITS:  $192  mil. 
MARKET  VALUE:  $3.2  bil. 


►  Born  5/25/13,  Manhasset,  N.  Y.;  BA 
(econ.),  Yale,  1936.  Career  path-finance/accounting;  tenure-53 
years,  CEO  44  years.  Compensation:  1988  salary  &  bonus, 
$1,395,000;  ownership,  27,000  direct,  306,000  indirect  shares. 
►  Longest-serving  chief  executive  of  a  major  U.  S.  corporation. 
In  and  out  of  a  lot  of  businesses  in  his  career,  stripped  Grace  back 
to  specialty  chemicals  and  a  few  other  core  operations.  Three 
vice-chairmen-all  age  50  or  younger-wait  in  the  wings.  Will  one 
be  anointed  next  year  by  the  man  called  "St.  Peter"  by  his  staff? 


GRAINGER  (W.  W.) 

David  William  Grainger 
Skokie,  III.  312-982-9000 


SALES:  $1.5  bil.    PROFITS:  $109  mil. 


MARKET  VALUE:  $1.  7  bil. 


►  Born  10/23/27,  Chicago,  111.;  BS  (elect, 
eng.),  U.  of  Wis.  1950.  Career  path-administration;  tenure-38 
years,  CEO  22  years.  Compensation:  1988  salary  &  bonus, 
$638,000;  ownership,  2,041,000  direct,  851,000  indirect  shares.'^ 
►  Founder's  son  continues  to  expand  electrical  parts  supplier 
with  new  branches,  raising  total  to  300  since  1987.  Plans  another 
35  in  1989,  then  slow  to  25  a  year.  Recently  completed  third  distri- 
bution center  to  keep  parts  moving.  Also  sees  growth  in  special- 
ties-power tools,  test  instruments.  Inventory:  20,600  items. 


GREAT  ATIANTIC  &  PACIPIC  TEA 

JAMES  Wood 

Montvale,  N.  J.  201-573-9700 
SALES:  $10.1  bil.    PROFITS:  $128  mil. 
MARKET  VALUE:  $2.Jf  bil. 


►  Born  1/19/30,  Newcastle-Upon-Tyne,  En- 
gland; CB,  Loughborough,  1955.  Career  path-retail  food;  ten- 
ure-9  years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$5,186,000;  ownership,  11,000  shares.  ►  Turned  the  chain  around 
and  is  growing  by  acquisition  in  markets  such  as  New  York 
where  it  has  a  big  share.  Recently  made  a  play  for  Britain's  No.  3 
grocer.  Gateway,  but  emerged  with  20%  stake  in  British  Isosce- 
les PLC,  Gateway's  new  parent.  Ten-year  contract  earned  former 
champion  sprinter  some  $70  million. 


GREAT  LAKES  CHEMICAL 


EMERSON  KAMPEN 


West  Layfayette,  Ind.  317-497-6100 
SALES:  $558  mil.  PROFITS:  $103  mil. 
MARKET  VALUE:  $1.5  bil. 


►  Born  3/12/28,  Kalamazoo,  Mich.;  BS(chem. 

eng.),  U.  of  Mich.,  1951.  Career  path-merchandising/marketing, 
production/manufacturing;  tenure-38  years,  CEO  12  years.  Com- 
pensation: 1988  salary  &  bonus,  $725,000;  ownership,  138,000  di- 
rect, 1,000  indirect  shares.  ►  Good  at  brewing  deals.  Series  of  ac- 
quisitions strengthened  specialty  chemicals  and  international. 
Latest  buy,  52%  of  London-based  Octel,  No.  1  maker  of  fuel  addi- 
tives, brings  still  more  of  both.  He's  thinking  of  selling  compa- 
ny's 40%  stake  in  Huntsman,  commodity  chemical  maker. 


GREAT  NORTHERN  NEKOOSA 

WILLIAM  R.  LAIDIG 
Norwalk,  Conn.  203-845-9000 
SALES:  $3.6  bil.    PROFITS:  $342  mil. 
MARKET  VALUE:  $2.5  bil. 
► 


Born  2/2/27,  Sterling,  111.;  BS  (mech.  eng.), 
Marquette,  1949.  Career  path-production/manufacturing;  ten- 
ure-40  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$708,000;  ownership,  38,000  shares.  ►  Slow  newsprint  demand 
has  cooled  earnings  a  little  this  year.  Countering  by  investing 
$500  million  in  new  Arkansas  uncoated  paper  facility.  Gutsy  pur- 
chase of  Owens-Illinois  forest  products,  to  strengthen  position  in 
corrugated  boxes,  is  paying  off.  Yet  undervalued  stock,  lush  cash 
flow  make  him  vulnerable  to  a  raid.  Works  wood  for  fun. 


GREAT  WESTERN  FINANCIAL 


James  Fischer  Montgomery 
Beverly  Hills,  Calif.  213-852-3411 
SALES:  $3.2  bil.    PROFITS:  $248  mil. 


market  VALUE:  $2.6  bil. 


►  Born  11/30/34.  Topeka,  Kan.;  BS  (account- 
ing), UCLA,  1957.  Career  path-finance/accounting;  tenure-29 
years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$1,294,000;  ownership,  189,000  direct,  3,000  indirect  shares. 
►  Well-heeled  banker.  Runs  the  most  profitable  thrift  in  indus- 
try, focusing  on  adjustable-rate  mortgages,  consumer  lending, 
and  credit  cards.  Bank  already  exceeds  new  capital  requirements 
in  S&L  bailout  bill,  and  it  owns  no  junk  bonds.  Loves  Western  art, 
but  he's  pushing  east,  with  retail  operations  in  20  states. 


GREIF  BROS. 

John  C.  dempsey 


Delaware,  Ohio  614-363-1271 
SALES:  $412  mil.    PROFITS:  $30  mil. 


MARKET  VALUE:  $531  mil. 
►  Born  7/14/14,  Cleveland, 


Ohio;  attended 

John  Carroll.  Career  path-finance/accounting,  production/man- 
ufacturing;  tenufe-43  years,  CEO  42  years.  Compensation:  1988 
salary  &  bonus,  $237,000;  ownership,  12,000  direct,  3,000  indirect 
shares.  ►  Pious,  low-key  septuagenarian  trying  to  get  equally 
low-key  company  moving  again.  Makes  workaday  products  such 
as  steel  drums,  corrugated  cartons,  other  shipping  containers. 
Earnings  bounced  back  last  year  but  slid  again  in  this  year's  first 
half  as  costs  rose.  Still  a  jogger,  he  has  no  retirement  plans. 


GREYHOUND 

JOHN  W.  TEETS 


Phoenix,  Ariz.  602-248-4000 
SALES:  $3.3  bil.    PROFITS:  $93  mil. 


MARKET  VALUE:  $1.4  bil. 
►  Born  9/15/33,  Elgin,  111.; 


attended  Elgin 

State.  Career  path-food  service;  tenure-26  years,  CEO  8  years. 
Compensation:  1988  salary  &  bonus,  $1,'711,000;  ownership, 
100,000  shares.  ►  Iron-pumping  boss  sold  famous  bus  line  to  re- 
focus  on  profitable  consumer  brands,  including  Dial,  Purex.  New 
entry:  Lunch  Box  low-calorie  microwaveable  meals.  Still  manu- 
factures buses,  provides  services  such  as  airline  catering.  Profits 
are  up  this  year,  but  restructuring  hasn't  yet  produced  his  target 
15%  ROE.  One  reason:  interest  expenses.  Raider  rumors  swirl. 
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GRUMMAN 


John  O'Brien 

Bethpage,  N.  Y.  516-575-0574 
SALES:  $3.6  bil.    PROFITS:  $86  mil. 


MARKET  VALUE:  $654  mil. 

►  Born  6/29/30;  graduate,  State  U.  of  N.  Y. 
at  Farmingdale,  1950.  Career  path-contracts,  administration; 
tenure-35  years,  CEO  2  years.  Compensation:  1988  salary  &  bo- 
nus, $508,000;  ownership,  20,000  direct,  2,000  indirect  shares. 
►  With  peace  breaking  out,  flight  could  get  choppy.  Next  year, 
funding  for  the  F-14D  and  the  A-6F  aircraft  may  be  dropped  from 
the  Navy's  budget.  Big  order  backlog  is  a  cushion,  but  he  would 
have  to  cut  more  jobs.  Earnings  remain  strong,  but  raiders  could 
strike  if  budget  cuts  start  doing  damage.  Voracious  reader. 


GTE 

JAMES  L.  Johnson 

Stamford,  Conn.  203-965-2000 

SALES:  $16.5  bil.    PROFITS:  $1.2  bil. 

MARKET  VALUE:  $19.6  bil. 

►  Born  4/12/27,  Vernon,  Tex.;  BA  (business 
admin.),  Tex.  Tech.,  1949.  Career  path-finance/accounting;  ten- 
ure-40  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$1,114,000;  ownership,  18,000  shares.  ►  It  seemed  like  a  good  idea 
at  the  time:  Rough-hewn  telephone  man  (nickname  "Rocky")  un- 
loaded loss-plagued  Sprint  long-distance  service.  Now  former 
stepchild  turns  in  strong  results.  Meanwhile,  he's  trying  to  move 
beyond  lucrative  but  regulated  phone  business.  Cellular  systems 
are  one  outlet.  Buying  back  stock-25  million  shares  this  year. 


GULF  STATES  UTILITIES 

E.  Linn  Draper  Jr. 

Beaumont,  Tex.  409-838-6631 

SALES:  $1.5  bil.     PROFITS:  $118  mil. 

MARKET  VALUE:  $1.3  bil. 

►  Born  2/6/42,  Houston,  Tex.;  BA  (1964),  BS 
(1965),  Rice;  PhD  (nuclear  eng.),  Cornell,  1970.  Career  path-en- 
gineering/technical; tenure-10  years,  CEO  3  years.  Compensa- 
tion: 1988  salary  &  bonus,  $305,000;  ownership,  14,000  shares.** 
►  Wrestling  'gators:  Lawsuits,  ratepayers,  regulators  in  Texas 
and  Louisiana,  all  over  troubled  Louisiana  nuclear  plant.  Former 
engineering  professor  won  some  rate  relief;  outsiders  no  longer 
speculating  about  bankruptcy.  But  still  plenty  to  worry  about 
when  he  goes  sailing.  He's  $160  million  in  arrears  on  dividends. 


HALLIBURTON  . 

Thomas  Henry  Cruikshank 

Dallas,  Tex.  214-978-2600 

SALES:  $4.8  bil.    PROFITS:  $85  mil. 

MARKET  VALUE:  $4.2  bil. 

►  Born  11/3/31,  Lake  Charles,  La.;  BA,  Rice, 
1952.  Career  path-finance/accounting,  legal;  tenure-20  years, 
CEO  6  years.  Compensation:  1988  salary  &  bonus,  $838,000;  own- 
ership, 94,000  direct,  3,000  indirect  shares.  ►  Oil-services  compa- 
ny almost  doubled  its  net  income  last  year  thanks  to  robust  do- 
mestic and  international  oil  exploration.  Bottom  line  also  helped 
by  heavy  downsizing  after  oil  bust-work  force  was  cut  in  half, 
some  divisions  were  closed.  Now  this  scratch  golfer  is  trying  to 
consolidate  acquisitions  in  wire,  seismic  businesses. 


HAMILTON  OIL 

FREDERIC  C.  HAMILTON 

Denver,  Colo.  303-863-3000 

SALES:  $195  mil.    PROFITS:  $17  mil. 

MARKET  VALUE:  $883  mil. 

►  Born  9/25/27,  Columbus,  Ohio;  attended 
Babson.  Career  path-administration;  tenure-30  years,  CEO  30 
years.  Compensation:  1988  salary  &  bonus,  $320,000;  ownership, 
1,208,000  shares.  ►  Art-collecting  boss  has  also  been  collecting 
more  North  Sea  reserves  with  two  new  gas  discoveries,  develop- 
ment of  a  gas  field,  production  of  an  oil  field.  Expanding  in  Carib- 
bean, offshore  West  Africa,  too.  Mild  U.  K.  winter  led  to  lower 
production,  hence  reduced  revenues  and  operating  profits  last 
year.  But  production  should  rebound  in  the  next  year. 


HANDLEMAN 

FRANK  M.  HENNESSEY 

Troy,  Mich.  313-362-4400 

SALES:  $647  mil.    PROFITS:  $41  mil. 

MARKET  VALUE:  $631  mil. 

►  Born  4/30/38,  Lynn,  Mass.;  BS  (account- 
ing). Northeastern,  1964.  Career  path-finance/accounting;  ten- 
ure-9  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$528,000;  ownership,  213,000  shares.'  ►  First  nonfamily  chief 
hasn't  missed  a  beat.  Ex-Coopers  &  Lybrand  partner  led  compa- 
ny to  sixth  year  of  record  sales,  profits.  Big  distributor  of  videos, 
CDs,  records,  books  to  such  mass  merchants  as  K  mart  is  branch- 
ing out.  Moving  upstream,  buying  Video  Treasures,  a  duplicator 
and  distributor  of  videos;  and  downstream,  with  retail  outlets. 


HANNA  (M.  A.) 


Martin  D.  Walker 

Cleveland,  Ohio  216-589 

-4000 

SALES:  $1  bil.    PROFITS:  $i 

^3  mil. 

MARKET  VALUE:  $609  mil. 


►  Born  6/25/32,  Indianapolis,  Ind.;  BS  (mech. 
eng.).  General  Motors  Inst.,  1954;  MA  (business  admin.),  Mich. 
State,  1970.  Career  path-production/manufacturing;  tenure-3 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$858,000;  ownership,  none.*  ►  Not  shy  when  it  comes  to  announc- 
ing his  goals.  After  doubling  company's  size  in  a  year,  claims  he'll 
do  it  again  by  1993.  Company  is  predominantly  in  plastics  and 
rubber  these  days,  although  he  still  keeps  stake  in  iron  ore,  re- 
calling the  company's  origins  as  supplier  to  the  steel  barons. 


HANNAFORD  BROTHERS 

James  Leander  Moody  Jr. 

Scarborough,  Me.  207-883-2911 

SALES:  $1.-1  bil.    I'kOMTS:  $29  mil. 

MARKET  VALUE:  $700  mil. 

►  Born  11/23/31,  Manchester,  N.  H.;  AB 
(econ.).  Bates,  1953.  Career  path-merchandising/marketing,  fi- 
nance/accounting; tenure-30  years,  CEO  17  years.  Compensa- 
tion: 1988  salary  &  bonus,  $651,000';  ownership,  320,000  direct, 
15,000  indirect  shares.  ►  His  former  food  wholesaler  is  now  one 
of  New  England's  largest  retailers,  operating  115  stores  and 
pharmacies.  Last  year,  he  spent  $83  million-a  record-to  expand 
selling  space  by  more  than  21%.  Just  bought  out  equity  partners. 
One  trouble  spot  is  New  York,  where  sales  are  disappointing. 


The  ceo  1000 


FOOTNOTES  APPEAR  ON  PAGE  434 


Business  Week.  October  20,  1989  •  297 


THE    CORPORATE  ELITE 


HANOVER  INSURANCE 

William  J.  O'Brien 

Worcester,  Mass.    508-853-7200  . 

SALES;         bil.    PROFITS:  $120  mil. 

MARKET  VALUE:  $583  mil. 

►  Born  11/18/32,  Yonkers,  N.  Y.;  BS  (busi- 
ness), Fordham,  1954.  Career  path-insurance;  tenure-18  years, 
CEO  10  years.  Compensation:  1988  salary  &  bonus,  $305,000;  own- 
ership, 30,000  direct,  2,000  indirect  shares.^  ►  Runs  a  consistently 
solid  insurance  operation,  but  still  struggling  with  poor  perfor- 
mance in  auto  and  workers'  compensation  lines.  What's  more, 
usual  growth  in  homeowner's  underwriting  slowing  as  competi- 
tion sharpens.  He's  trimming  costs  to  bring  them  in  line  with  in- 
dustry. Off  hours,  an  avid  reader,  occasional  tennis  player. 


HARCOURT  BRACE  JOVANOVICH 

RALPH  DANIEL  CAULO 
Orlando,  Fla.  407-345-2000 
SALES:  $1.8  bil.    LOSS:  $53  mil. 
MARKET  VALUE:  $1.3  bil. 
►  Born  1/7/35,  Cook  Co.,  111. 


BA,  1956;  MA 

(history),  1958,  U.  of  Redlands.  Career  path-sales,  publishing; 
tenure-15  years,  CEO  9  months.  Compensation:  1988  salary  &  bo- 
nus, $445,000;  ownership,  54,000  direct,  45,000  indirect  shares. 
►  Well-schooled  in  textbook  publishing,  company's  core  busi- 
ness. One  of  his  first  moves  was  putting  theme  parks,  including 
four  Sea  Worlds,  on  the  block.  Rationale:  Debt-choked  company 
couldn't  make  investments  in  textbooks  and  other  key  units  and 
pay  bankers.  But  he'll  miss  the  parks'  high  margins. 


HARLAND  (JOHN  H.) 


J.  WILLIAM  ROBINSON 
Atlanta,  Ga.  m-981-H60 
SALES:  $333  mil.    PROFITS:  $53  mil. 


MARKET  VALUE:  $907  mil. 

►  Born  3/10/20,  Selma,  Ala.;  BS  (finance),  U. 


HARNISCHFEGER  INDUSTRIES 

WILLIAM  Warren  Goessel 
Brookfield,  Wis.  hU-671-UOO 
SALES:  $1.2  bil.    PROFITS:  $33  mil. 
MARKET  VALUE:  $656  mil. 


of  Ala.,  1942.  Career  path-finance/accounting;  tenure-39  years, 
CEO  20  years.  Compensation:  1988  salary  &  bonus,  $472,000';  own- 
ership, 573,000  direct,  354,000  indirect  shares.  ►  Demise  of  lowly 
checks  was  greatly  exaggerated,  but  printing  them  is  not  neces- 
sarily a  swell  business.  Earnings  sliding,  stock  low.  Pushing 
"scenic"  checks,  switching  to  cheaper  offset  printing.  Weekend 
gardener  hedges,  looks  for  growth  by  diversifying,  but  some 
wonder  why  he  didn't  boost  market  share  by  acquisition. 


►  Born  10/24/27,  Beloit,  Wis.;  BA  (business), 
Carthage,  1950.  Career  path-production/manufacturing;  ten- 
ure-7  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$776,000.  ►  Once  teetering  on  edge  of  an  abyss,  he's  engineered 
turnaround  as  diversified  equipment  maker.  Secret:  tight  finan- 
cial controls,  shrewd  acquisitions.  Even  bought  his  old  employer, 
paper-machinery  maker  Beloit.  Earnings  surge  should  continue, 
thanks  to  huge  order  backlog,  allowing  him  more  time  to  hone  al- 
ready good  golf  game.  Collects  Norman  Rockwell  paintings. 


HARRIS 

John  Thomas  Hartley 


Melbourne,  Fla.  ^07-727-9100 
SALES:  $2.1  bil.    PROFITS:  $65  mil. 


market  VALUE:  $1.4  bil. 

►  Born  3/4/30,  Jacksonville,  Fla.;  BS  (chem.) 


1951;  BSEE,  1955,  Auburn.  Career  path-engineering/technical; 
tenure-33  years,  CEO  3  years.  Compensation:  1988  salary  &  bo- 
nus, $983,000;  ownership,  15,000  shares."  ►  Career  Harris  man  is 
moving  aggressively  to  lessen  company's  dependence  on  defense 
contracts,  historically  507f  of  revenues.  In  the  past  year,  he  has 
bought  General  Electric's  semiconductor  unit  and  3M's  half- 
share  in  their  document-products  joint  venture,  now  renamed  La- 
nier Worldwide  Inc.  For  fun,  he  gardens. 


HARSCO 


MALCOLM  W.  GAMBILL 


Camp  Hill,  Pa.  717-763-7064 
SALES:  $1.3  bil.    PROFITS:  $31  mil. 


MARKET  VALUE:  $627  mil. 

►  Born  6/9/30,  Grumpier,  N.  C;  BE  (civil 
eng.),  Yale,  1953.  Career  path-engineering/technical,  produc- 
tion/manufacturing, operations;  tenure-34  years,  CEO  2  years. 
Compensation:  1988  salary  &  bonus,  $426,000;  ownership,  13,000 
shares.  ►  You  know  things  are  tough  when  annual  report  cites 
"Draconian  measures."  Selling  marginal  units,  replacing  key  ex- 
ecutives, cutting  staff.  High  costs  in  segment  that  makes  mili- 
tary trucks  have  hurt  most.  While  engineered  products  is  in  the 
black,  growth  in  industrial  services,  building  products  is  slowing. 


HARTFORD  STEAM  BOILER 

Wilson  Wilde 


Hartford,  Conn.  203-722-1866 
SALES:  $459  mil.    PROFITS:  $71  mil. 


' -\  MARKET  VALUE:  6l7. 

■^■  ■'^^  I-  Born  9/24/27,  Hartford,  Conn.;  AB  (econ.), 

Williams.  1949.  Career  path-insurance;  tenure-36  years,  CEO  18 
years.  Compensation:  1988  salary  &  bonus,  $679,000;  ownership, 
77,000  shares.  ►  With  stiff  price  competition  on  big  boiler-and- 
machinery  'iisurance  policies,  he's  aiming  for  smaller  accounts, 
such  as  dry  cleaners  and  apartment  houses.  Environmental-engi- 
neering services  are  thriving  thanks  to  tighter  regulations.  He's 
focusing  on  new  joint  venture  with  General  Re  to  write  insurance 
in  Europe  and  Asia.  General  has  the  money,  he  has  the  knowhow. 


HARTMARX 


HARVEY  A.  WEINBERG 


Chicago,  III.  312-372-6300 
SALES:  $1.2  bil.    PROFITS:  $38  mil. 
MARKET  VALUE:  $540  mil. 


►  Born  10/12/37,  Chicago,  III;  BS  (econ.),  U. 
of  Wis.,  1959.  Career  path-merchandising/marketing;  tenure-20 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$537,000;  ownership,  15,000  shares.  ►  A  slew  of  retail-chain  ac- 
quisitions, including  Bitwell,  Boyd's,  and  Raleighs,  have  left 
earnings  looking  threadbare.  He'll  have  more  power  after  chair- 
man retires  next  year  and  he  can  dissolve  troika  running  the  com- 
pany. Despite  the  problems,  he's  bent  on  continuing  acquisitions 
and  may  pick  up  spinoffs  from  Farley's  West  Point-Pepperell. 
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HASBRO 


Alan  G.  Hassenfeld 


Pawtucket,  R.  I.  401431-8697 
SALES:  $14  bil.    PROFITS:  $72  mil. 
MARKET  VALUE:  $1.2  bil. 


►  Born  11/16/48,  Providence,  R.  I.;  BA,  U.  of 
Pa.,  1970.  Career  path-production/manufacturing;  tenure-19 
yfears,  CEO  3  months.  Compensation:  1988  salary  &  bonus, 
5939,000;  ownership,  1,789,000  direct,  2,747,000  indirect  shares. 
►  Tooi<  over  after  death  of  brother  Stephen,  a  charismatic  CEO 
who  built  toy  company  w^ith  brilliant  acquisitions.  He's  quieter, 
more  reserved,  but  his  good  track  record  in  international-where 
lie  doubled  sales  in  four  years-suggests  he's  able  to  steer  compa- 
ny, now  nation's  largest  toymaker.  Serious  tennis  player. 


^  HAWAIIAN  ELECTRIC  INDUSTRIES 


C.  DUDLEY  PRATT  Jr. 


Honolulu,  Hawaii  808-543-5662 
SALES:  $733  mil.    PROFITS:  $60  mil. 
MARKET  VALUE:  $698  mil. 


►  Born  9/30/27,  Honolulu,  Hawaii;  BE  (civil 
eng.,  1950),  ME  (1951),  Yale;  MBA,  U.  of  Hawaii,  1971.  Career 
path-engineering/technical;  tenure-36  years,  CEO  6  years.  Com- 
pensation: 1988  salary  &  bonus,  $493,000;  ownership,  6,000  direct, 
3,000  indirect  shares. '  ►  Fifth-generation  islander  donned  his  Ha- 
waiian shirt  and  raised  $75  million  on  15-day  worldwide  tour  this 
year.  Used  cash  to  retire  debt  from  purchase  of  American  Sav- 
ings Bank.  Also  owns  tugboats  and  barges,  an  insurer,  and  other 
utilities.  Wants  to  harness  volcanic  steam  as  power  source. 


HECHINGER 


John  W.  Hechinger  Sr. 
handover,  Md.  301-341-1000 
SALES:  $1  bil.    PROFITS:  $49  mil. 


MARKET  VALUE:  $596  mil. 


►  Born  1/18/20,  Washington,  D.  C;  BS,  Yale, 
1941.  Career  path-finance/accounting,  administration,  opera- 
tions; tenure-43  years,  CEO  31  years.  Compensation:  1988  salary 
&  bonus,  $592,000;  ownership,  141,000  direct,  1,376,000  indirect 
shares.  ►  Careful  patriarch  of  family  hardware  chain  has  turned 
aggressive  lately,  forging  into  new  markets  and  making  acquisi- 
tions. Moves  have  hurt  earnings  but  may  fend  off  rivals,  position 
chain  for  a  stronger  future.  Giving  more  duties  to  son  John,  other 
family  members.  Possible  headache:  unionization  rumblings. 


HECLA  MINING 


ARTHUR  Brown 


Coeur  D'Alene,  Idaho  208-769-4100 

SALES:  $102  mil.    PROFITS:  $17  mil. 

MARKET  VALUE:  $371  mil. 

™j  ►  Born  10/27/40,  Germiston,  S.  Africa;  BS 
(mining  eng.),  Witwatersrand  Tech.,  1961.  Career  path-engineer- 
ing/technical; tenure-22  years,  CEO  2  years.  Compensation:  1988 
salary  &  bonus,  $254,000;  ownership,  6,000  shares.  ►  Not  having 
a  fun  year:  Lower  precious-metals  prices,  startup  costs  at  Alaska 
mine  brought  first-half  losses.  Next,  directors  axed  a  dividend. 
Then,  he  suspended  exploration  at  Mooseland  in  Nova  Scotia  af- 
ter partner,  Biron  Bay  Resources,  pulled  out.  No  wonder  he's  di- 
versifying into  less-cyclical  specialty  and  industrial  minerals. 


HEINZ  (H.  J.) 


ANTHONY  John  Francis  O'Reilly 
Pittsburgh,  Pa.  412-456-5700 
SALES:  $5.8  bil.     PROFITS:  $440  mil. 
MARKET  VALUE:  $8.1  bil. 


►  Born  5/7/36,  Dublin,  Ireland;  BA  (civil  law), 
U.  Coll.,  Dublin,  1958;  PhD  (agricultural  marketing),  U.  of  Brad- 
ford, 1980.  Career  path-merchandising/marketing,  legal;  ten- 
ure-20  years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$1,099,000;  ownership,  233,000  direct,  35,000  indirect  shares. 
►  Jet-setter  has  placed  once-sleepy  food  company  among  the 
elite.  Secret:  massive  cost-cutting,  savvy  marketing,  a  rash  of 
new  products,  a  raft  of  small  niche  acquisitions.  Now  pushing 
hot-selling  brands  more  aggressively  overseas. 


HELMERICH  &  PAYNE 


WALTER  HUGO  HELMERICH  III 

Tulsa,  Okla.  918-742-5531 

SALES:  $139  mil.    PROFITS:  $20  mil. 

MARKET  VALUE:  $737  mil. 

►  Born  1/12/23,  Tulsa,  Okla.;  BA  (English), 
U.  of  Okla.,  1948;  MBA,  Harvard,  1950.  Career  path-manage- 
ment; tenure-39  years,  CEO  29  years.  Compensation:  1988  salary 
&  bonus,  $333,000;  ownership,  1,188,000  direct,  1,590,000  indirect 
shares.  ►  Exploration  and  production  revenues  are  up,  so  is  do- 
mestic drilling,  thanks  to  pickup  in  offshore  rig  contracts.  Soft 
energy  market  still  hurts,  but  it  gives  him  continuing  opportuni- 
ties to  bottom-fish  for  oil-and-gas  properties.  This  year's  annual- 
report  lecture  (a  tradition)  elucidates  the  evils  of  dealmaking. 


HEHLEY  GROUP 


MICHAEL  DAVID  DiNGMAN 
Hampton,  N.  H.  603-926-5911 
SALES:  $1  bil.    LOSS:  $271  mil. 
MARKET  VALUE:  $1.2  bil. 


►  Born  9/29/31,  New  Haven,  Conn.;  attended 
U.  of  Md.  Career  path-general  mgmt.;  tenure-20  years,  CEO  20 
years.  Compensation:  1988  salary  &  bonus,  $1,160,000;  owner- 
ship, 337,000  shares."  ►  His  corporate  amoeba  incubated  from 
parts  of  Allied-Signal  is  forever  dividing  and  recombining  in  diz- 
zying financial  maneuvers.  Latest  exploits:  Spun  off  waste-tech- 
nology holdings,  (see  Wheelabrator),  bought  the  rest  of  Fisher 
Scientific.  Now  he'll  split  off  real-estate  unit  into  public  company, 
wear  that  hat,  too.  Also  collects  cars,  toy  trains. 


HERCULES 


DAVID  SOUTHERLAND  HOLLINGSWORT 
Wilmington,  Del.  302-594-5000 
SALES:  $2.8  bil.    PROFITS:  $120  mil. 


MARKET  VALUE: 


'4  bil. 


►  Born  5/26/28,  Wilmington,  Del.;  BS  (chem. 
eng.),  Lehigh,  1948.  Career  path-tech. /marketing/management; 
tenure-41  years,  CEO  3  years.  Compensation:  1988  salary  &  bo- 
nus, $614,000;  ownership,  7,000  direct,  14,000  indirect  shares. 
►  Avid  sailor  sees  good  weather  ahead.  Expects  continuing 
strong  demand  for  his  food  and  paper-chemicals  businesses.  Also 
looking  for  dwindling  development  costs,  growing  sales  in  solid- 
propulsion  rocket  systems.  Work  on  the  Navy's  Trident  II  is  rev- 
ving up  as  the  missile  goes  into  production  late  this  year. 
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HERSHEY  FOODS 


Richard  A.  Zimmerman 

Hershey,  Pa.  717-5344000 

SALES:  $2.2  bil.    PROFITS:  $U5  mil. 

MARKET  VALUE:  $3  bil. 

►  Born  4/6/82,  Lebanon,  Pa.;  BA  (liberal 
arts),  Penn.  State,  1953.  Career  path-production/manufacturing; 
tenure-31  years,  CEO  6  years.  Compensation:  1988  salary  &  bo- 
nus, $732,000;  ownership,  41,000  direct,  20,000  indirect  "shares. 
►  Hungry  candy  maker.  Recent  acquisitions-Luden's  cough 
drops,  Nabisco's  Canadian  candy  and  nut  businesses,  U.  S.  candy 
unit  of  Cadbury  Schweppes-put  him  at  top  of  North  American 
confectioners.  Quickly  digesting  Cadbury,  but  high  marketing 
costs  and  lagging  performance  in  Canada  are  squeezing  results. 


HEWLETT-PACKARD 

John  a.  young 


Palo  Alto,  Calif.  415-857-1501 
SALES:  $9.8  bil.    PROFITS:  $816  mil. 


MARKET  VALUE:  $12.5  bil. 
►  Born  4/24/32,  Nampa,  Idaho; 


BS  (elect. 

eng.).  Ore.  State,  1953;  MBA,  Stanford,  1958.  Career  path-engi- 
neering/technical, management;  tenure-31  years,  CEO  11  years. 
Compensation:  1988  salary  &  bonus,  $1,104,000;  ownership, 
153,000  shares.  ►  Surprised  computerdom  with  biggest  buy  ever: 
ailing  Apollo.  Doubles  his  share  of  booming  workstation  market 
as  he  inches  past  leader  Sun  Microsystems.  Hopes  to  offset  mini- 
computer slowdown.  Big  voice  in  Bush  Administration's  sci/tech 
policy.  Avid  fisherman,  loves  to  fly  own  plane  to  Oregon  retreat. 


HIBERNIA 


Martin  C.  Miler 


Nerv  Orleans,  La.  501,-586-5552 

SALES:  $546  mil.    PROFITS:  $53  mil. 

MARKET  VALUE:  $651  mil. 

►  Born  12/6/34,  Mason  City,  Iowa;  BA,  Wil- 
liam &  Mary,  1957;  MBA,  Wharton,  1959.  Career  path-banking; 
tenure-16  years,  CEO  16  years.  Compensation:  1988  salary  &  bo- 
nus, $1,194,000;  ownership,  92,000  direct,  6,000  indirect  shares. 
►  The  hons  temps  roll  for  his  bank-holding  company,  the  largest 
in  Louisiana.  He  steered  away  from  energy  loans-now  just  4.5% 
of  his  total.  Local  economy  is  still  in  the  dumps,  but  40%  of  his 
loans  are  now  out-of-state,  via  correspondents.  He's  acquiring: 
Just  bought  one  thrift  and  two  banks  in  Texas. 


HILLEHBRAND  INDUSTRIES 


W.  AUGUST  HILLENBRAND 


Batesville,  Ind.  812-934-7000 
SALES:  $884  mil.    PROFITS:  $70  mil. 


MARKET  VALUE:  $1.4  bil. 


►  Born  9/18/40,  Batesville,  Ind.;  BS  (busi- 
ness), St.  Joseph,  1965.  Career  path-merchandising/marketing, 
production/manufacturing;  tenure-29  years,  CEO  6  months. 
Compensation:  1988  salary  &  bonus,  $684,000;  ownership,  786,000 
direct,  1,132,000  indirect  shares.  ►  Third  family  member  to  head 
No.  1  maker  of  caskets  and  hospital  beds.  With  predecessor.  Un- 
cle Daniel,  doubled  sales,  earnings  since  1983.  Key:  acquisitions 
like  American  Tourister,  aggressive  marketing  in  core  business- 
es. Competition  is  intense;  he'll  have  to  work  hard  to  keep  ahead. 


HILTON  HOTELS 

BARRON  HILTON 


Beverly  Hills,  Calif.  213-278-4321 
SALES:  $915  mil.    PROFITS:  $131  mil. 
MARKET  VALUE:  $5.1  bil. 


►  Born  10/23/27,  Dallas,  Tex.  Career  path- 
hotel  management;  tenure-38  years,  CEO  24  years.  Compensa- 
tion: 1988  salary  &  bonus,  $955,000;  ownership,  1,700,000  direct, 
10,054,000  indirect  shares.  ►  For  fun  the  Barron  likes  to  fly  hot- 
air  balloons  and  pilot  antique  biplanes  through  daredevil  stunts. 
Getting  kicks,  too,  watching  share  price  double  after  announcing 
that  he  would  consider  offers  for  the  empire  his  father  Conrad 
started  70  years  ago.  Hotel  jewels  from  the  Waldorf-Astoria  to 
the  Vegas  Flamingo  could  fetch  $6  billion. 


HIMOHT 


ALEXANDER  F.  GlACCO 


Wilmington,  Del.  302-996-6000 
SALES:  $1. 7  bil.    PROFITS:  $373  mil. 


MARKET  VALUE:  $3.1  bil. 


►  Born  8/24/19,  San  Giovanni  de  Gerace,  Ita- 
Va.  Polytechnic  Inst.,  1942.  Career  path-en- 


ly;  BS  (chem.  eng.) 
gineering/technical,  merchandising/marketing;  tenure-2  years, 
CEO  2  years.  Compensation:  1988  salary  &  bonus,  $841,000^;  ov/n- 
ership,  110,000  shares.  ►  Chronic  restructurer  also  deputy  chair- 
man of  Italian  parent,  Montedison.  Coming  off  third  straight 
sparkling  year,  he  sees  softening  profits  as  prices  in  his  key  poly- 
propylene market  slump  and  as  raw-material  costs  of  propylene 
soar.  He's  upgrading  into  advanced  materials. 


m-m  Memphis,  Tenn.  901-762-8600 

"  LES:  $1.7  bil.    PROFITS:  $117  mil. 


■  lARKET  VALUE:  $2.1  bil. 

0  Born  3/2/42,  Akron,  Ohio;  BBA  (account- 


HOME  DEPOT 


BERNARD  Marcus 


Atlanta,  Ga.  404-433-8211 
SALES:  $2  bil.    PROFITS:  $77  mil. 


ing),  U.  ot  Cinc!n.>,,ili,  1963;  JD,  Harvard  Law,  1966.  Career  path- 
legal,  real  est.,  o.i  --.itions;  tenure-15  years,  CEO  8  years.  Com- 
pensation: 1988  .  ,  ,ry  &  bonus,  $748,000;  ownership,  531,000 
shares.  ►  Investi  nt  bankers  were  wowed  by  his  $3  billion  re- 
capitalization. He  sold  hotels,  trimmed  overhead,  improved 
gambling  operations.  Offering  new  suite  and  extended-stay 
packages  to  boost  margins  further.  Now  that  he's  selling  the 
aged  Holiday  Inns  brand,  investors  wonder  what  he'll  do  next. 


MARKET  VALUE:  $2.7  bil. 

►  Born  5/12/29,  Newark,  N.  J.;  BS,  Rutgers, 


1954.  Career  path-merchandising/ marketing;  tenure-U  years, 
CEO  11  years.  Compensation:  1988  salary  &  bonus,  $1,665,000; 
ownership,  3,894,000  shares.  ►  Charismatic  former  pharmacist 
lost  Handy  Dan  job  when  turnaround  ace  Sanford  Sigoloff  took 
over.  Now  he's  running  even  bigger  warehouse  home-improve- 
ment chain.  Has  102  stores,  and  growth  is  in  double  digits.  Fully 
recovered  from  shaky  period  of  overexpansion  a  few  years  back. 
Five-year  plan  is  to  conquer  new  markets  in  the  Northeast. 
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HOMEFED 

Charles  Kimball  Fletcher  Jr. 

San  Diego,  Calif.  619450-8000 

SALES:  $1.5  bil.    PROFITS:  $111  mil. 

MARKET  VALUE:  $955  mil. 

►  Born  12/13/27,  Los  Angeles,  Calif.;  AB  (po- 
lit.  sci.),  Stanford,  1950.  Career  path-finance/accounting;  ten- 
ure-39  years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$664,000;  ownership,  359,000  shares."  ►  This  avid  yachtsman  is  a 
landlubber  when  it  comes  to  business.  A  big  player  in  California 
land  development,  specializes  in  planned  communities.  Assets 
and  deposits  have  nearly  doubled  in  five  years;  now  he's  staking 
out  new  turf  near  Sacramento.  Spent  a  lot  of  time  in  Washington 
in  recent  months  on  the  S&L  crisis. 


HOMESTAKE  MINING 

HARRY  Milton  Conger 


San  Francisco,  Calif.  415-981-8150 

SALES:  $346  mil. 

PROFITS:  $ 

63  mil. 

MARKET  VALUE:  $ 

l.h  bil. 

►  Born  7/22/30,  Seattle,  Wash.;  BS  (mining 
eng.),  Colo.  Sch.  of  Mines,  1955.  Career  path-engineering/techni- 
cal;  tenure-14  years,  CEO  11  years.  Compensation:  1988  salary  & 
bonus,  $606,000;  ownership,  46,000  direct,  81,000  indirect  shares. 
►  Tennis  enthusiast  envisions  '49er-type  gold  rush,  high-tech 
style.  Teamed  with  Aussie  Alan  Bond  to  develop  "super-pit" 
Down  Under.  Bond,  in  poor  financial  shape,  sold  his  share  to  Po- 
seidon, another  Australian  miner.  In  U.  S.,  investing  heavily  in 
Lake  County  (Calif.)  mine,  boosting  output  at  existing  pits. 


HON  INDUSTRIES 


Stanley  M.  how 

E 

Muscatine,  Iowa 

319-264-7400 

SALES:  $532  mil. 

PROFITS:  $26  mil. 

MARKET  VALUE:  $. 

i63  mil. 

►  Born  2/5/24,  Muscatine,  Iowa;  BS  (eng.), 
Iowa  State,  1946;  MBA,  Harvard,  1948.  Career  path-production/ 
manufacturing;  tenure-42  years,  CEO  10  years.  Compensation: 
1988  salary  &  bonus,  $472,000;  ownership,  800,000  direct,  221,000 
indirect  shares.  ►  Swallowed  some  big  costs  to  turn  around 
acquisitions  and  improve  operations.  Now  he's  reaping  benefits. 
Demand  for  furniture  and  factory-built  fireplaces  was  weak  but 
rebounded,  while  investments  in  plant  efficiency  hiked  margins. 
Supremely  confident,  buying  back  company  stock  at  a  premium. 


HONEYWELL 


JAMES  J.  RENIER 

Minneapolis,  Minn.  612-870-5200 

SALES:  $7.1  bil.    LOSS:  $435  mil. 

MARKET  VALUE:  $3.8  bil. 

►  Born  1/9/30,  Duluth,  Minn.;  BS  (chem.), 
Coll.  of  St.  Thomas,  1951;  PhD  (phys.  chem.),  Iowa  State,  1955. 
Career  path-engineering/technical,  production/manufacturing; 
tenure-33  years,  CEO  2  years.  Compensation:  1988  salary  &  bo- 
nus, $575,000;  ownership,  17,000  shares.  ►  Consensus  manager 
taking  firmer  grip  after  on-again,  off-again  turnaround  suffered 
crushing  blow:  major  losses  on  fixed-price  defense  contracts  on 
snags  at  former  Unisys  unit.  Shedding  chip  business.  Lost  credi- 
bility on  the  Street,  but  first-half  earnings  surprisingly  good. 


HORMEL  (GEO.  A.) 

Richard  L.  Knowlton 
Austin,  Minn.  507-437-5611 
SALES:  $2.3  bil.    PROFITS:  $60  mil. 


MARKET  VALUE: 


l.l  bil. 

►  Born  6/9/32,  Austin,  Minn. 


BA  (econ.,  ge- 
ography), U.  of  Colo.,  1954.  Career  path-merchandising/market- 
ing, production/manufacturing;  tenure-35  years,  CEO  8  years. 
Compensation:  1988  salary  &  bonus,  $898,000;  ownership,  54,000 
shares.  ►  His  old-line  meatpacker  now  gets  707^  of  sales  from 
branded  foods.  Innovative  microwave  products  reap  praise,  but 
they're  shy  on  market  share.  Moving  beyond  pork,  rebought  low- 
calorie  Chicken  by  George  line.  Grew  up  near  headquarters, 
worked  in  plant  while  in  school.  Best-known  product:  Spam. 


HOUGHTON  MIFFLIN 

Harold  Taylor  Miller 

Boston,  Mass.  617-725-5000 

SALES:  $368  mil.    PROFITS:  $24  mil. 

MARKET  VALUE:  $575  mil. 

►  Born  1/5/23,  New  Paltz,  N.  Y.;  BS  (histo- 
ry), Franklin  &  Marshall,  1947;  MEd,  Columbia,  1948.  Career 
path-sales;  tenure-39  years,  CEO  16  years.  Compensation:  1988 
salary  &  bonus,  $466,000;  ownership,  184,000  direct,  2,000  indirect 
shares.  ►  One  of  the  last  major  book  publishers  to  stay  indepen- 
dent. But  for  how  long?  Bass  Group  has  a  stake,  though  so  far 
it's  more  smoke  than  fire.  Growth  is  middling  at  best.  Hopes 
"electronic-library"  business  will  add  some  sparkle.  Ex-history 
teacher  and  his  wife  fly-fish  from  Vermont  to  Chile. 


HOUSEHOLD  INTERNATIONAL 

Donald  Cameron  Clark 
Prospect  Heights,  III.  312-564-5000 
SALES:  $2.6  bil.    PROFITS:  $184  mil. 
MARKET  VALUE:  $2.1  bil. 


►  Born  8/9/31,  Brooklyn,  N.  Y.;  BBA,  Clark- 
son,  1953;  MBA,  Northwestern,  1961.  Career  path-finance/ac- 
counting; tenure-34  years,  CEO  7  years.  Compensation:  1988  sala- 
ry &  bonus,  $1,015,000;  ownership,  105,000  shares.  ►  Finally 
decided  that  diversifying  into  unfamiliar  businesses  is  unwise. 
Going  back  to  company's  consumer-loan  roots,  selling  or  spin- 
ning off  brand-name  products  such  as  Thermos.  He'd  like  to  get 
rid  of  the  rest  and  concentrate  on  buying  thrifts  (three  so  far  this 
year)  and  maybe  expand  stock-brokerage  operations. 


HOUSTON  INDUSTRIES 

Don  D.  JORDAN 

Houston,  Tex.  71.1-629-3000 

SALES:  $3.6  bil.    PROFITS:  $431  mil. 

MARKET  VALUE:  $4.3  bil. 

►  Born  5/9/32,  Corpus  Christi,  Tex.;  BBA,  U. 
of  Tex.,  1954;  JD,  South  Tex.  Law,  1969.  Career  path-merchandis- 
ing/marketing, administration;  tenure-33  years,  CEO  12  years. 
Compensation:  1988  salary  &  bonus,  $664,000;  ownership,  5,000 
direct,  3,000  indirect  shares.  ►  Put  $5.3  billion  nuke  plant  on 
stream-eight  years  late,  500%  over  budget.  Now  asking  for  hefty 
rate  hikes.  Critics  fault  overruns,  big  spending  to  diversify  into 
cable  TV.  Bought  Rogers  Communications  for  $1.35  billion.  De- 
fense: Nukes  help  energy  mix,  cable  broadens  revenue  sources. 
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HUBBELL 

George  Jackson  Ratcliffe 

Orange,  Conn.  203-7994100 
SALES:  $6U  mil    PROFITS:  $71  m  il. 
MARKET  VALUE:  $1.1  Ml. 


►  Born  'i/'Wm,  Charleston,  W.  Va.;  AB  (busi- 
ness), Duke,  1958;  LLB,  JD,  U.  of  Va.  Law,  1961.  Career  path-fi- 
nance/accounting; tenure-15  years,  CEO  2  years.  Compensation: 
1988  salary  &  bonus,  $508,000;  ownership,  24,000  shares.  ►  Cen- 
tury-old company  still  spry  in  prosaic  industrial  electrical  de- 
vices. Wide  diversity  is  the  key,  shielding  him  from  cyclical  de- 
mand. Negotiating  unusual  joint  venture  with  traditional  rival 
General  Electric  in  residential  wiring-a  potential  growth  area  for 
the  company,  whose  founder  invented  the  pull-chain  light  socket. 


HUMANA 


David  A.  Jones 

Louisville,  Ky. 

502-580-1000 

SALES:  $3.^  Ml. 

PROFITS:  $227  mil. 

MARKET  VALUE: 

$3.7  Ml. 

►  Born  8/7/31,  Louisville,  Ky.;  BS,  U.  of  Lou- 
isville, 1954;  JD,  Yale  Law,  1960.  Career  path-founder;  tenure-28 
years,  CEO  28  years.  Compensation:  1988  salary  &  bonus, 
$991,000;  ownership,  2,699,000  direct,  273,000  indirect  shares. 
►  Patience  pays  off.  Insurance  unit,  out  of  intensive  care,  is  now 
funneling  customers  into  his  for-profit  hospitals'  beds-and  mak- 
ing money.  Health  care  industry  still  ailing,  but  he  wields  a  sharp 
scalpel  on  costs.  Growth  plan:  sell  more  insurance  to  employers 
and  seniors  in  17  areas  where  he  has  a  strong  hospital  presence. 


HUNT  (J.  B.)  TRANSPORT  SERVICiS 

James  Kirk  Thompson 

Lowell,  Ark.  501-659-8800 

SALES:  $393  mil.    PROFITS:  $33  mil. 

market  VALUE:  $478  mil. 

►  Born  7/28/53,  Little  Rock,  Ark.;  BSBA,  U. 
of  Ark.,  1978.  Career  path-finance/accounting;  tenure-16  years, 
CEO  3  years.  Compensation:  1988  salary  &  bonus,  $301,000;  own- 
ership, 73,000  shares.  ►  A  pay  raise  helped  his  big  deregulated 
trucking  company  steer  around  the  nationwide  driver  shortage 
last  year,  but  it's  sending  his  rates  up.  So  far,  he  thinks  his  com- 
pany's size  and  reputation  for  service  will  make  higher  prices 
stick.  Expansion  areas:  driver  school,  bigger  terminals.  Founder 
J.  B.  Hunt  still  does  some  back-seat  driving. 


HUNTINGTON  BANCSHARES 

Frank  G.  Wobst 

Columbus,  Ohio  61H63-3623 

SALES:  $881  mil.    PROFITS:  $88  mil. 

MARKET  VALUE:  $965  mil. 

►  Born  11/14/33,  Dresden,  Germany;  econ., 
U.  of  Erlangen,  1955;  masters  (law,  econ.),  U.  of  Goettingen,  1958. 
Career  path-finance/accounting,  lending;  tenure-15  years,  CEO 
9  years.  Compensation:  1988  salary  &  bonus,  $773,000;  owner- 
ship, 307,000  direct,  16,000  indirect  shares.  ►  Like  other  regional 
bank  groups,  thrives  on  takeovers  of  smaller  banks.  But  it  gets 
harder  every  year  to  find  good  deals.  Purchase  of  West  Virginia 
bank  fell  through  at  last  minute.  Rumored  reason:  He  dug  in  his 
heels  on  price.  Off  hours,  he's  a  demon  tennis  player. 


IBP 


ROBERT  L.  PETERSON 

Dakota  City,  Neb.  402494-2061 

SALES:  $9.1  bil.    PROFITS:  $62  mil. 

MARKET  VALUE:  $805  mil. 

►  Born  7/14/32,  Hartington,  Neb.;  attended 
U.  of  Neb.  Career  path-production/manufacturing,  livestock 
procurement;  tenure-28  years,  CEO  10  years.  Compensation: 
1988  salary  &  bonus,  $3,746,000;  ownership,  28,000  direct,  1,000 
indirect  shares.'^  ►  Recognition  of  union  may  finally  end  strikes 
that  have  crippled  company  in  past.  Looking  to  make  jobs  less  re- 
petitive. Pushing  $110  million  expansion:  Will  open  world's  big- 
gest pork  plant,  new  beef  facility.  Exports  soared  337"  last  year 
with  big  Japanese  buys.  He  and  subordinates  log  six-day  weeks. 


IDAHO  POWER 

JOSEPH  W.  MARSHALL 

Boise,  Idaho  208-383-2200 

SALES:  $412  mil.    PROFITS:  $49  mil. 

MARKET  VALUE:  $930  mil. 

►  Born  9/21/38,  Twin  Falls,  Idaho;  BS  (elect, 
eng.),  U.  S.  Naval  Acad.,  1961.  Career  path-engineering/techni- 
cal; tenure-20  years,  CEO  2  months.  Compensation:  1988  salary  & 
bonus,  $93,000;  ownership,  9,000  shares.'^  ►  Forthright,  energetic 
boss  took  over  when  predecessor  resigned  for  health  reasons. 
Long-fought-for  rate  hike  went  into  effect  in  February.  That, 
plus  end  of  drought  and  dramatic  economic  improvement  in  key 
markets,  has  boosted  the  bottom  line.  Wants  to  construct  dams, 
may  build  transmission  line  to  California. 


1^ 


LEE  LiU 

(  edar  Rapids,  Iowa  319-398-4411 

;,\LES:  $438  mil.    PROFITS:  $36  mil. 

.\iARKET  VALUE:  $376  mil. 

>  Born  3/30/33,  Hunan,  China;  BS  (elect, 
eng.),  Iowa  State,  i.!i->7.  Career  path-engineering/technical;  ten- 
ure-32  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$277,000;  ownership,  7,000  shares.  ►  Three  years  into  diversifica- 
tion plan,  he's  pushed  (his  utility  into  short-line  railroads,  tele- 
communications, standby  generators.  A  good  idea  since  compa- 
ny's service  area  is  slow  to  grov/.  Earnings  were  flat  last  year, 
fell  10%  in  this  year's  first  half.  Came  to  U.  S.  via  Brazil.  Wanted 
to  be  a  farmer  until  he  hit  on  engineering. 


ILLINOIS  POWER 

WENDELL  J.  KELLEY 

Decatur,  III.  217-424-6600 

SALES:  $1.3  bil.    PROFITS:  $155  mil. 

MARKET  VALUE:  $1.3  Ml. 

►  Born  5/2/26,  Champaign,  111.;  BS  (elect, 
eng.),  U.  of  III,  1949.  Career  path-engineering/technical;  ten- 
ure^O  years,  CEO  23  years.  Compensation:  1988  salary  &  bonus, 
$383,000;  ownership,  5,000  direct,  6,000  indirect  shares.  ►  Like 
many  of  his  peers,  he's  singing  the  nuclear  blues.  Regulators 
dealt  a  severe  blow  when  they  allowed  slight  revenue  increase 
for  Clinton  plant.  Write-offs,  work  force  cuts,  common  dividend 
elimination  ensued.  More  bad  news:  Clinton  taken  out  of  service 
several  times  last  spring.  Not  giving  up,  he  seeks  a  28%  rate  hike. 


302  •  Business  Week,  October  20.  1989 


FOOTNOTES  APPEAR  ON  PAGE  434 


The  ceo  1000 


How  I  keep  my  clients  and  myself 

from  doing  time. 


A  lot  of  people  ask  me  where 
I  find  time  for  everything  I'm  in- 
volved with.  And  my  answer  is 
always  the  same:  I  don't  find  time, 
I  make  it. 

Proper  time  management 
has  always  been 
the  key  to  my 
professional 
life. 


F:  Lee  Bailey 


You  can't  overestimate  the  critical 
importance  of  time  management.  Keep 
yourself  organized.  Take  full  advantage  of 
every  waking  hour  Eliminate  "dead  time" 
by  working  whenever  possible.  On  the  bus 
On  the  plane.  In  your  can  Wherever. 


have  it  typed  and  ready  to 
go  by  the  next  day.  Why,  I 
can  even  leave  a  message 
for  an  associate,  or  any- 
one else  on  my  staff  And 
they're  sure  to  get  it. 
I  also  carry  my  Dictaphone 
portable  for  any  ideas  that 
come  up  while  on  the  road.  Any 
good  lawyer  has  secrets.  Tricks 
of  the  trade.  But  nothing  takes  the  place  of 
effective  time  management.  And  nothing  helps 
you  manage  your  time  more  effectively  than 


GBW1020 


Dictaphone  equipment.  It's  one  of  the  ways  I  keep 
I  have  many  valuable  time-saving  tools:    my  clients— and  myself-from  doing  unnecessary 
my  car  phone,  my  fax,  my  lap-top  computer,    time.  Dictaphone.  Time  Management.™ 
and  my  Dictaphone  equipment. 

Beingabletodictate  memoranda,  notes,  !    Call  1-800-433-0880 
letters,  and  briefs  saves  me  enormous 
amounts  of  time. 

When  I'm  on  the  road,  for  exam- 
ple, I  can  dictate  a  letter  to  my  secretary 
any  hour  of  the  day  or  night.  Even  if 
she's  not  there,  she'll  receive  it  and 


for  more  information.  Or  mall  to: 

Dictaphone  Corporation,  3191  Broadbridge  Avenuc 

StratforcJ.CT  06497-2559 


Company 


Ciry 


m  Dictaphone 

A  Pitney  Bowes  Company 


Dictaphone"  and  Time  Management  are  trademarks 

of  Dictaphone  Corporation.  Stratford,  CT  ©1989  Dictaphone  Corp. 


T  HE    C  OR  FOR A  T 


IlLINOIS  TOOL  WORKS 

John  D.  Nichols 


Chicago,  III.  312-693-30^0 
SALES:  $1.9  hil.    PROFITS:  $U0  mil. 
MARKET  VALUE:  $2.5  bil. 


►  Born  9/20/30,  Shanghai,  China;  BS,  1953; 
MBA,  1955,  Harvard.  Career  path-finance/accounting,  produc- 
tion/manufacturing; tenure-9  years,  CEO  7  years.  Compensa- 
tion: 1988  salary  &  bonus,  $715,000;  ownership,  3,000  direct, 
108,000  indirect  shares.  ►  Art  buyer  Ukes  Matisse.  Taste  in  acqui- 
sitions is  more  prosaic,  but  he  turned  dowdy  manufacturing  units 
into  a  cash  machine.  Highly  engineered  gadgets  for  construction, 
appliance,  and  auto  businesses,  plus  industrial  packaging.  Ten- 
year  ROE  average:  16.5%;  earnings  are  growing  14.1%  a  year. 


IMC  rERTILIZER 

BiLLiE  B.  Turner 


Northbrook,  III.  312-272-9200 

SALES:  $1.1  bil.    PROFITS:  $112  mil. 

MARKET  VALUE:  $1  bil. 

►  Born  12/31/30,  Whitesboro,  Tex.;  BS  (agri. 
eng.),  Tex.  A&M,  1951.  Career  path-merchandising/marketing; 
tenure-35  years,  CEO  2  years.  Compensation:  1988  salary  &  bo- 
nus, $577,000';  ownership,  52,000  share*'  ►  After  several  dry 
years  his  phosphate  and  potash  businesses  are  yielding  a  lot  of 
cash.  Last  year's  drought  helped  boost  fertilizer  demand.  With 
exports  booming,  recently  reopened  Florida  mine  to  ease  capaci- 
ty crunch.  Just  struck  pay  dirt-actually  sulfur-with  discovery  of 
one  of  the  largest  U.  S.  reserves  of  that  mineral. 


IMO  INDUSTRIES 


WILLIAM  J.  HOLCOMBE 
Lawrenceville,  N.  J.  609-896-7600 


SALES: 


mil.    PROFITS:  $28  mil. 


MARKET  VALUE:  $386  mil. 
Born  9/7/25,  Piedmont, 


►  Born  9/7/25,  Piedmont,  S.  C;  BS  (busi- 
ness), Rutgers,  1952.  Career  path-finance/accounting,  produc- 
tion/manufacturing; tenure-30  years,  CEO  3  years.  Compensa- 
tion: 1988  salary  &  bonus,  $550,000;  ownership,  120,000  direct, 
1,000  indirect  shares.  ►  Led  spinoff  from  Transamerica  three 
years  ago.  Now,  changing  strategy  and  emphasizing  higher-tech 
instruments  and  controls.  Acquisition  of  Varo  gets  him  into  so- 
phisticated night-vision  systems  and  airborne  launch  equipment. 
Earnings  are  strong.  Has  safaried  in  Africa;  hunts  quail  at  home. 


INB  FINANCIAL 


THOMAS  MILTON  MILLER 


Indianapolis,  Ind.  317-266-6000 
SALES:  $5Jf5  mil.    PROFITS:  $56  mil. 


MARKET  VALUE:  $569  mil. 
►  Born  3/2/30,  Corydon,  Ind.;  BS  (business), 


Ind.,  1952.  Career  path-finance/accounting;  tenure-35  years, 
CEO  8  years.  Compensation:  1988  salary  &  bonus,  $552,000;  own- 
ership, 101,000  direct,  9,000  indirect  shares.  ►  Expanding  in  home 
state,  with  10  bank  acquisitions  since  1985.  Shaped  up  balance 
sheet  by  selling  $150  million  in  credit-card  receivables  and  most 
troubled  foreign  loans,  but  was  surprised  by  $10  million  exposure 
in  troubled  Grabill  Corp.  Looking  to  interstate  banking,  hence 
name  change  from  Indiana  National. 


INGERSOLL-RAND 


THEODORE  H.  BLACK 


Woodcliff  Lake,  N.  J.  201-573-3334 

SALES:  $3  bil.     PROFITS:  $162  mil. 

MARKET  VALUE:  $2.6  bil. 

►  Born  10/22/28,  Jersey  City,  N.  J.;  BS  (elect, 
eng.),  U.  S.  Naval  Acad.,  1953.  Career  path-merchandising/mar- 
keting, production/manufacturing,  sales,  mgmt.;  tenure-32 
years,  CEO  1  year.  Compensation:  1988  salary  &  bonus,  $780,000"; 
ownership,  8,000  direct,  1,000  indirect  shares.  ►  New  boss  of  ma- 
chinery maker  in  good  shape.  Slowdown  of  mining-equipment 
sales  offset  by  demand  for  paper-processing  and  road-repair 
equipment.  If  persistent  takeover  rumors  come  true,  he'd  be 
right  man  to  handle  fight:  Once  headed  company's  M&A  unit. 


INLAND  STEEL  INDUSTRIES 


FRANK  W.  LUERSSEN 


Chicago,  III.  312-346-0300 
SALES:  $4.1  bil.    PROFITS:  $249  mil. 


MARKET  VALUE:  $1.5  bil. 


►  Born  8/14/27,  Reading,  Pa.;  BS  (physics), 
Penn.  State,  1950;  MS  (metallurgical  eng.),  Lehigh,  1951.  Career 
path-engineering/technical;  tenure-37  years,  CEO  7  years.  Com- 
pensation: 1988  salary  &  bonus,  $940,000;  ownership,  61,000 
shares.  ►  Strategy  to  stick  with  basic  steel  through  hard  times 
paid  off  in  record  profits  last  year.  But  going's  getting  tougher 
now,  as  auto  and  appliance  demand  slips.  State-of-the-art  rolling 
mill  built  with  Nippon  Steel  for  $400  million  will  cut  costs  in  the 


long  term.  Sails  on  Lake  Michigan. 


INSPIRATION  RESOURCES 


Reuben  F.  Richards 

New  York,  N.  Y.  212-503-3100 

SALES:  $1.4  bil.    PROFITS:  $42  mil. 

M  ARKET  VALUE:  $497  mil. 

?•  Born  8/15/29,  New  York,  N.  Y.;  AB,  Har- 
vard, 1952.  Carfie)'  paih-finance/accounting;  tenure-7  years, 
CEO  7  years.  Compensation:  1988  salary  &  bonus,  $709,000';  own- 
ership, 1,000  shares.  ►  Ex-Citibanker  continuing  his  aggressive 
restructuring  of  the  diversified  resource  group  to  shore  up  sag- 
ging balance  sheet.  Sold  major  copper  holdings  to  reduce  debt 
and  now  wants  to  improve  productivity  and  expand  in  agribusi- 
ness and  biotech.  Recently  picked  up  a  W.  R.  Grace  fertilizer  op- 
eration. Plays  golf,  tennis,  and  water  sports. 


INTEGRA  FINANCIAL 


WILLIAM  FREDERICK  ROEMER 
Pittsburgh,  Pa.  412-644-7676 
SALES:  $657  mil.   PROFITS:  $66  mil. 


MARKET  VALUE:  $729  mil. 

►  Born  9/21/33,  Youngstown,  Ohio; 


AB 


(econ.),  Princeton,  1955.  Career  path-lending;  tenure-20  years, 
CEO  11  years.  Compensation:  1988  salary  &  bonus,  $328,000;  own- 
ership, 22,000  direct,  2,000  indirect  shares.  ►  Built  No.  5  bank- 
holding  company  in  state,  with  merger  of  his  rural  Pennbancorp 
and  Pittsburgh's  Union  National.  Move  combined  strong  urban 
deposit  base  with  dominant  bank  outside  metro  area,  but  econo- 
my's now  slowing  in  western  Pa.  So  he's  planning  acquisitions  in 
upstate  New  York,  Ohio,  West  Virginia. 
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T  H  E    C  0  R  P  0  R  A  T  E    E  L  I  T  E 


INTEL 


ANDREW  S.  Grove 


Santa  Clara,  Calif.  408-765-1902 
SALES:  $2.9  Ml.    PROFITS:  $453  mil. 


MARKET  VALUE:  $5.5  Ml. 


►  Born  9/2/36,  Budapest,  Hungary;  BS 
(chem.  eng.),  City  Coll.  of  N.  Y.,  1960;  PhD  (chem.  eng.),  U.  of 
Calif,  at  Berkeley,  1963.  Career  path-engineering/technical;  ten- 
ure-21  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$684,000;  ownership,  321,000  direct,  7,000  indirect  shares.  ►  In- 
tense boss  saw  heady  growth  dip  this  year  on  easing  demand  for 
80386  microprocessor.  Rivals  use  RISC  technology  to  make  small- 
er, faster  chips,  but  his  ties  to  IBM  PC  software  put  him  ahead. 
Writes  newspaper  column  on  handling  workplace  conflicts. 


INTERGRAPH 

James  William  Meadlock 


Huntsville,  Ala.  205-772-2000 
SALES:  $800  mil.    PROFITS:  $88  mil. 


MARKET  VALUE:  $1  Ml. 

►  Born  12/19/33,  Taylorsville,  N.  C;  BS 
(elect,  eng.),  N.  C.  State,  1956.  Career  path-engineering/techni- 
cal; tenure-21  years,  CEO  20  years.  Compensation:  1988  salary  & 
bonus,  $246,000;  ownership,  2,767,000  direct,  860,000  indirect 
shares.  ►  Hands-on  entrepreneur  has  those  hands  full  with  pric- 
ing pressure  on  mainstay  workstation.  Investing  heavily  in  mar- 
keting computer  systems  for  design,  mapping,  and  manufactur- 
ing. Runs  business  with  wife  a  senior  officer.  Since  house 
overlooks  headquarters,  he  really  lives  over  the  store. 


INTERLAKE 

FREDERICK  C.  LANGENBERG 

Oak  Brook,  III.  312-572-6600 

SALES:  $892  mil.    PROFITS:  $40  mil. 

MARKET  VALUE:  $595  mil. 

►  Born  7/1/27,  New  York,  n!  Y.;  BS  (1950), 
MS  (1951),  Lehigh;  PhD  (met.  eng.),  Penn.  State,  1955.  Career 
path-engineering/technical,  manufacturing;  tenure-10  years, 
CEO  7  years.  Compensation:  1988  salary  &  bonus,  $682,000;  own- 
ership, 84,000  shares.  ►  Trying  desperately  to  please  sharehold- 
ers as  raid  rumors  swirl.  Has  borrowed  $550  million  for  restruc- 
turing. Aims  to  reduce  costs,  send  out  a  $45-per-share  cash 
payout  check.  Then  he'll  refocus  on  core  units:  powdered  metals, 
aerospace  parts,  storage  and  handling  products,  packaging. 


INTERNATIONAL  BUSINESS  MACHINES 


JOHN  F.  AKERS 


Armonk,  N.  Y.  914-765-1900 
SALES:  $59.7  Ml.     PROFITS:  $5.5  Ml. 


MARKET  VALUE:  $67.9  Ml. 

►  Born  12/28/34,  Boston,  Mass.;  BS  (indust. 
admin.),  Yale,  1956.  Career  path-merchandising/marketing,  in- 
dustrial admin.;  tenure-29  years,  CEO  5  years.  Compensation: 
1988  salary  &  bonus,  $1,526,000;  ownership,"  39,000  shares.  ►  He's 
giving  Wall  Street  a  case  of  the  big  blues.  Recent  announcement 
of  earnings  downturn  bombed  stock.  Still  aiming  for  a  turn- 
around by  revamping  marketing,  stripping  away  weak  opera- 
tions. But  mainframe  market  is  sluggish.  And  in  small  comput- 
ers, he's  slugging  it  out  with  DEC  and  Sun. 


INTERNATIONAL  DAIRY  QUEEN 

MICHAEL  P.  SULLIVAN 

Minneapolis,  Minn.  612-830-0200 

SALES:  $242  mil.    PROFITS:  $20  mil. 

MARKET  VALUE:  $408  mil. 

►  Born  12/5/34,  Minneapolis,  Minn.;  BS  (po- 
lit.  sci.),  Marquette,  1956;  JD,  U.  of  Minn.  Law,  1962.  Career  path- 
legal;  tenure-15  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $426,000;  ownership,  8,000  shares."^  ►  His  soft-serve  ice 
cream  chain  faces  tougher  challenges  in  flagging  fast-food  in- 
dustry. To  keep  growing,  he'll  have  to  persuade  franchisees  to 
spruce  up  5,000-plus  outlets  and  broaden  menus.  Bought  Karmel- 
korn  and  Orange  Julius  chains,  now  combining  into  Treat  Cen- 
ters at  shopping  malls.  Lawyer  is  active  in  Legal  Aid. 


INTERNATIONAL  FLAVORS  &  FRAGRANCES 

EUGENE  P.  GRISANTI 

New  York,  N.  Y.  212-765-5500 

SALES:  $840  mil.    PROFITS:  $129  mil. 

MARKET  VALUE:  $2.6  Ml. 

►  Born  10/24/29,  Buffalo,  NyY.;  AB  (law). 
Holy  Cross,  1951;  LLB,  Boston  U.  Law,  1953;  LLM,  Harvard  Law, 
1954.  Career  path-legal;  tenure-29  years,  CEO  4  years.  Compen- 
sation: 1988  salary  &  bonus,  $603,000;  ownership,  9,000  shares. 
►  Knows  good  noses.  His  scent  makers  are  behind  some  of  the 
world's  best-known  perfumes,  and  recent  hits  include  Giorgio's 
Red,  Calvin  Klein's  Eternity.  Much  of  his  market  is  overseas, 
though,  so  he's  been  hurt  by  stronger  dollar.  Still,  this  elegant 
Harvard  lawyer  pushes  troops  to  keep  chasing  new  business. 


INTERNATIONAL  LEASE  FINANCE 

LESLIE  L.  GONDA 

Beverly  Hills,  Calif.  213-658-7871 
SALES:  $195  mil.    PROFITS:  $43  mil. 


MARKET  VALUE:  $944  mil. 

►  Born  8/8/19,  Mezotur,  Hungary;  BS,  U.  of 
Magyarovar  Acad,  of  Commerce,  1947.  Career  path-finance/ 
marketing;  tenure-16  years,  CEO  16  years.  Compensation:  1988 
salary  &  bonus,  $1,154,000;  ownership,  6,500,000  shares.  ►  He 
and  son  riding  dizzying  boom  in  airline  travel,  and  cash-strapped 
airlines  are  leasing  his  planes  faster  than  builders  can  make 
them.  But  while  his  deals  are  in  the  multibillion-dollar  range, 
company  is  not  biggest  or  roughest  competitor.  So  he's  focusing 
on  supplying  Asian  airlines  with  the  latest  in  planes. 


INTERNATIONAL  MINERALS  &  CHEMICAL 

GEORGE  D.  Kennedy 

Northbrook,  III.  312-564-8600 

SALES:  $1.5  Ml.    PROFITS:  $104  mil. 

MARKET  VALUE:  $1.1  Ml. 

►  Born  5/30/26,  Pittsburgh,  Pa.;  BA  (histo- 
ry), Williams,  1948.  Career  path-administration;  tenure-18  years, 
CEO  6  years.  Compensation:  1988  salary  &  bonus,  $938,000;  own- 
ership, 64,000  shares.  ►  Criticized  move  out  of  fertilizer  into  high 
tech  beginning  to  pay  off.  Sales  and  profits  are  up  sharply  after 
risky  medical  products  and  animal  health  acquisitions.  Future 
could  be  brighter  with  recent  FDA  approval  of  Optiray,  an  im- 
proved dye  for  X-ray  diagnostics.  With  retirement  looming,  he's 
preparing  to  pick  a  successor:  Three  senior  managers  promoted. 
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THE    CORPORATE  ELITE 


J- 


INTERNATIONAL  MULTiFOODS 


ANTHONY  LUISO 


Minneapolis,  Minn.  612-340-3300 
SALES:  $1.9  hil.    PROFITS:  $35  mil. 


MARKET  VALUE:  $419  mil. 
►  Born  1/6/44,  Bari,  Italy; 


BS  (business), 

lona,  1967;  MBA,  U.  of  Chicago,  1982.  Career  path-finance/ac- 
counting, production/manufacturing;  tenure-3  years,  CEO  3 
months.  Compensation:  1988  salary  &  bonus,  $383,000;  owner- 
ship, 5,000  shares.  ►  As  an  11-year-old  Italian  immigrant,  he 
stocked  grocery-store  shelves.  Ex-Beatrice  exec  lured  here  after 
LBO  still  restructuring  this  food-service  and  distribution  biggie. 
Takeover  threat  from  Bregmans  and  Belzbergs  gone  with  pur- 
chase of  their  12%  stake,  but  earnings  and  stock  need  hike. 


INTERNATIONAL  PAPER 

JOHN  A.  GEORGES 


Purchase,  N.  Y.  914-397-1500 

SALES:  $9.5  Ml.    PROFITS:  $754  mil. 

MARKET  VALUE:  $6.4  bil. 

►  Born  2/24/31,  El  Paso,  Tex.;  BS  (chem. 
eng.),  U.  of  111.,  1951;  MS  (business  admin.),  Drexel,  1957.  Career 
path-engineering/ technical,  production/manufacturing;  ten- 
ure-10  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$1,225,()00;  ownership,  41,000  direct,  13,000  indirect  shares. 
►  Reaping  record  sales  and  earnings  from  boom  in  paper  sales. 
Hammermill  acquisition  paying  off.  On  a  shopping  spree  in  Eu- 
rope, buying  everything  from  a  Swedish  processor  of  paper-mill 
byproducts  to  a  French  specialty  paper  maker.  Dedicated  sailor. 


El 


INTERPUBLIC  GROUP 

Philip  Henry  Geier  Jr. 

New  York,  N.  Y.  212-399-8000 

SALES:  $1.2  bil.    PROFITS:  $60  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  2/22/35,  Pontiac,  Mich.;  BA,  Colgate, 
1957;  MS,  Columbia,  1958.  Career  path-merchandising/market- 
ing; tenure-31  years,  CEO  10  years.  Compensation:  1988  salary  & 
bonus,  $1,653,000;  ownership,  219,000  direct,  213,000  indirect 
shares.  ►  He's  slipped  to  third  place  after  London  ad  groups 
Saatchi  and  WPP,  but  is  moving  aggressively  to  catch  up.  He's 
soon  to  become  Europe's  No.  1  supplier  of  TV  game  shows,  and 
he  is  betting  further  European  deregulation  will  let  him  expand 
in  program  distribution  and  production  as  well  as  advertising. 


IOWA  RESOURCES 

Mark  w.  Putney 


Des  Moines,  Iowa  515-281-2900 

SALES:  $348  mil.    PROFITS:  $34  mil. 

MARKET  VALUE:  $433  mil. 

►  Born  1/25/29,  Marshalltown,  Iowa;  BA,  U. 
of  Iowa,  1951;  JD,  U.  of  Iowa  Law,  1957.  Career  path-legal,  ad- 
ministration; tenure-32  years,  CEO  5  years.  Compensation:  1988 
salary  &  bonus,  $315,000;  ownership,  4,000  direct,  7,000  indirect 
shares.  ►  Regulators  gave  him  a  break  for  a  change.  After  roll- 
ing back  rates  by  $18  million  in  1988,  they  awarded  his  main  utili- 
ty unit,  Iowa  Power  &  Light,  a  $24  million  rate  hike  this  year. 
That  should  boost  his  return  on  equity  to  11.1%-  from  a  dismal 
9.37".  A  gentleman  farmer,  he  shows  championship  bulls. 


IOWA-ILLINOIS  GAS  &  ELECTRIC 

Barky  C.  U'Bkikn 
Davenport,  Iowa  319-326-7111 
SALES:  $496  mil.    PROFITS:  $58  mil. 
MARKET  VALUE:  $569  mil. 
►  Born  5/12/27,  Pittsburgh,  Pa.; 


BS  (com- 
merce, accounting).  Northwestern,  1951.  Career  path-finance/ 
accounting;  tenure-30  years,  CEO  5  years.  Compensation:  1988 
salary  &  bonus,  $264,000;  ownership,  4,000  shares."  ►  Unassum- 
ing manager  continues  to  produce  steady  earnings  growth  as 
parts  of  the  Rust  Belt  economy  bounce  back.  Investment  unit 
that  invests  in  stocks,  leveraged  equipment  leases,  and  real  es- 
tate has  helped.  Hopes  new  marketing  effort-theme:  "In  the 
Thick  of  Things"-will  draw  more  companies  into  service  area. 


IPALCO  ENTERPRISES 

luiLx  Raymond  Hodowal 


Indianapolis,  Ind.  317-261-8261 
SALES:  $609  mil.    PROFITS:  $106  mil. 
MARKET  VALUE:  $939  mil. 


►  Born  2/16/45,  Dayton,  Ohio;  BS  (ind.  eng.) 


Purdue,  1966;  JD,  Ind.  Law,  1970.  Career  path-f inance/account- 
ing,  legal;  tenure-21  years,  CEO  5  months.  Compensation:  1988 
salary  &  bonus,  $279,000;  ownership,  2,000  direct,  21,000  indirect 
shares.  ►  New  man  hitting  the  ground  running.  Busy  trying  to 
delay  enactment  of  acid-rain  legislation  that  will  hit  Midwest  util- 
ities like  his.  Doesn't  need  to  worry  too  much:  Balance  sheet  is 
strong,  chances  are  good  he  can  win  higher  rates.  His  experience 
in  nonregulated  businesses  points  to  diversification. 


ITEL 

SAMUEL  ZELL 

Chicago,  III.  312-902-1515 
.SALES:  $1.6  bil.     PROFITS:  $25  mil. 
MARKET  VALUE:  $1.4  bil. 


*J  Jiorn  9/28/41,  Chicago,  111.;  BS  (business), 
U.  of  Mich.,  196;i;  ,51),  Ij.  of  Mich.  Law,  1966.  Career  path-real  es- 
tate; tenure-5  years,  ('Eo  4  years.  Compensation:  1988  salary  & 
bonus,  $850,000;  ownership,  13,300,000  indirect  shares. ►  Arbs 
still  waiting  to  see  what  real  estate  magnate  turned  corporate 
dealmaker  will  do  with  stake  in  Santa  Fe  Southern.  That  and  in- 
terest in  American  President  shipper  drains  earnings  from  re- 
vived rail-car  leaser.  Lucky  that  demand  for  cars,  and  containers 
is  strong.  Diversifying  into  warehouses,  short-line  railroads. 


ITT 


Rand  V.  Araskog 


New  York,  N.  Y.  212-752-6000 

SALES:  $19.4  bil.    PROFITS:  $858  mil. 

MARKET  VALUE:  $8.2  bil. 

►  Born  10/30/31,  Fergus  Falls,  Minn.;  BS 
(mech.  eng.),  U.  S.  Mil.  Acad.,  1953.  Career  path-merchandising/ 
marketing,  production/manufacturing;  tenure-23  years,  CEO  10 
years.  Compensation:  1988  salary  &  bonus,  $2,234,000;  owner- 
ship, 25,000  direct,  230,000  indirect  shares.  ►  Became  a  regular 
on  the  talk-show  circuit,  plugging  his  anti-raider  book.  Trying  to 
wring  better  results  from  eclectic  mix:  insurance,  hotels,  finance, 
defense,  auto  equipment.  Stock,  earnings,  ROE  improving,  but 
still  lagging.  Needs  to  get  things  moving  to  prove  raiders  wrong. 
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JAMES  RIVER  CORP.  Of  VIRGIHIA 

I^RENTON  S.  HALSEY 
Richmond,  Va.  80j!f-6U-5Jfll 
SALES:  $5.9  bil.    PROFITS:  $255  mil. 
MARKET  VALUE:  $2.6  Ml 

4/8/27,  Newport  News,  Va.: 


►  Born  4/8/27,  Newport  News,  Va.;  BS 
(chem.  eng.),  U.  of  Va.,  1951.  Career  path-engineering/technical, 
production/manufacturing;  tenure-20  years,  CEO  20  years.  Com- 
pensation: 1988  salary  &  bonus,  $977,000;  ownership,  627,000  di- 
rect, 23,000  indirect  shares.  ►  Focusing  on  multibilHon-dollar  ex- 
pansion of  paper  company's  U.  S.  facilities,  plus  big  push  into 
Europe.  Positioning  for  1992  with  acquisitions  and  joint  ventures 
with  top  producers  in  France,  Britain,  and  Italy.  Promotes  inner- 
city  education.  Has  three  hobbies:  sailing,  sailing,  and  sailing. 


JAN  BELL  MARKETING 

Alan  Lipton 


Fort  Lauderdale,  Fla.  305-846-8000 
SALES:  $120  mil.    PROFITS:  $9  mil. 
MARKET  VALUE:  $Ui  mil- 

►  Born  12/18/50;  BA  (accounting/tax), 
Brooklyn  Coll.  Career  path-sales/finance;  tenure-6  years,  CEO  6 
years.  Compensation:  1988  salary  &  bonus,  $500,000;  ownership, 
1,929,000  shares.  ►  Accountant  co-founded  this  jewelry  concern 
in  1983.  Specialty:  selling  low-cost  jewelry  to  members-only 
wholesale  clubs.  Formula  is  working,  with  38%  sales  increase  last 
year.  Now  looking  for  new  ways  to  grow,  adding  pearl  jewelry, 
testing  direct-mail  marketing,  and  dealing  with  big  retailers.  Just 
signed  a  distribution  contract  with  Sears. 


JEFFERSON  SMURFIT 

MICHAEL  W.  S.  SMURFIT 


St.  Louis,  Mo.  2U-7U6-1100 
SALES:  $1.3  bil.    PROFITS:  $1U  mil. 
MARKET  VALUE:  $1.5  bil. 


►  Born  8/7/36,  St.  Helens,  England;  attended 
Clongowes  Wood.  Career  path-finance/accounting,  operations; 
tenure-34  years,  CEO  12  years.  Compensation:  1988  salary  &  bo- 
nus, $982,000;  ownership,  32,000  shares.  ►  His  father  founded 
this  Irish  paper  company  by  helping  a  parish  priest  who  had  tak- 
en an  interest  in  a  fledgling  Dublin  box  maker.  He's  turned  it  into 
a  multinational  with  operations  in  13  countries.  Riding  the  tide  of 
strong  demand  and  high  prices  right  now,  but  he's  also  cutting 
costs  to  prepare  for  the  inevitable  downturn. 


JEFFERSON-PILOT 

William  Roger  Soles 


Greensboro,  N.  C.  919-378-2000 

SALES:  $1.2  bil.    PROFITS:  $98  mil. 

market  VALUE:  $1.5  bil. 

►  Born  9/16/20,  Whiteville,  N.  C;  BS  (com- 
merce), U.  of  N.  C,  1947.  Career  path-finance/accounting;  ten- 
ure-43  years,  CEO  22  years.  Compensation:  1988  salary  &  bonus, 
$894,000;  ownership,  49,000  shares.  ►  Lifer  captured  top  slot  at 
this  insurer  thanks  to  his  astute  investments.  Picked  up  southern 
radio  and  TV  stations  at  bargain  prices.  Big  gains  on  RJR  Nabisco 
holdings.  Stanched  much  of  bleeding  in  group  accident  and 
health.  Life  insurance  is  gaining.  Last  year's  painful  cost-cut- 
ting's starting  to  pay  off,  too.  Serious  golfer  and  fisherman. 


JOHNSON  &  JOHNSON 

Ralph  s.  larsln 


New  Brunswick,  N.  J.  201-524-0400 
SALES:  $9  bil.    PROFITS:  $974  mil. 
MARKET  VALUE:  $17.8  bil. 
►  Born  11/19/38,  Brooklyn, 


N.  Y.;  BS  (busi- 
ness), Hofstra,  1962.  Career  path-production/manufacturing, 
marketing;  tenure-27  years,  CEO  6  months.  Compensation:  1988 
salary  &  bonus,  $635,000';  ownership,  15,000  shares.  ►  Biog- 
raphy lover  whose  career  in  consumer  products  tracks  that  of  il- 
lustrious ex-CEO,  James  E.  Burke.  Excelled  under  Burke's  re- 
gime of  "creative  conflict"  in  the  executive  suite.  Now  must 
make  power-sharing  work  in  three-man  office  of  the  chairman  he 
heads.  Burke  quadrupled  sales  in  13  years-a  tough  act  to  follow. 


JOHNSON  CONTROLS 

H.  KEYLh 


Milwaukee,  Wis.  414-228-1200 
SALES:  $3.1  bil.    PROFITS:  $104  rail. 


MARKET  VALUE:  $1.4  bil. 

►  Born  9/2/40,  LaCrosse,  Wis.;  BS  (finance. 


accounting),  Marquette,  1962;  MBA,  Northwestern,  1963.  Career 
path-finance/accounting;  tenure-23  years,  CEO  2  years.  Com- 
pensation: 1988  salary  &  bonus,  $715,000';  ownership,  20,000 
shares.  ►  Early  riser  likes  golf  and  swimming.  Last  year,  his 
first  as  CEO,  was  happy.  Earnings  at  the  conglomerate-whose 
products  include  building-control  systems,  auto  seats,  car  batter- 
ies, and  plastic  bottles-were  up  21'/ .  But  this  year  is  disappoint- 
ing. Stock  is  in  the  basement,  and  raiders  are  said  to  be  prowling. 


JOSTENS 

H.  William  Lurton 


Minneapolis,  Minn.  612-830-3300 
SALES:  $560  mil.  PROFITS:  $44  mil. 
MARKET  VALUE:  $863  mil. 


►  Born  9/18/29,  Greenwich,  Conn.;  BA 
(econ.),  Principia,  1951.  Career  path-administration,  operations, 
sales;  tenure-34  years,  CEO  17  years.  Compensation:  1988  salary 
&  bonus,  $674,000;  ownership,  213,000  direct,  17,000  indirect 
shares.  ►  High  marks  on  his  report  card.  Sells  class  rings  and 
yearbooks  in  high  schools,  colleges.  And  with  grade-school  en- 
rollment rising  again,  he's  zeroing  in.  Acquisitions  in  school  pho- 
tography, education  software.  An  avid  jogger,  he  also  supplies 
World  Series  and  Super  Bowl  rings  and  Olympic  medals. 


JWP 


ANDREW  T.  DWYER 


Purchase,  N.  Y.  914-935-4000 
SALES:  $925  mil.    PROFITS:  $28  mil. 


MARKET  VALUE:  $518  mil.  ' 

►  Born  7/15/48,  Morristown,  N.  J.;  BA  (histo- 


ry), Yale,  1971;  JD,  New  York  Law,  1974.  Career  path-legal,  exec- 
utive mgmt.;  tenure-13  years,  CEO  2  years.  Compensation:  1988 
salary  &  bonus,  $1,065,000;  ownership,  888,000  direct,  18,000  indi- 
rect shares.  ►  Hard  to  recognizathe  old  Jamaica  Water  Proper- 
ties, the  moribund  New  York  City  water  utility  this  was  when  he 
took  it  over.  Although  still  the  state's  biggest  investor-owned  wa- 
ter company,  growth  has  been  in  systems  that  operate  air  condi- 
tioning, security,  communications  networks. 
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Sure-Footed. 


\  Y  / hen  the  winds  of  w^gp^ 
V  Vchange  stir  the  _ 
economy,  a  corporation     \  \  •  J'^^ 
can  maintain  its  momen-  J  ^^jS/k 
turn  if  it  measures  each  «R|^^ 
step  carefully.  ^SRKWPBI 

For  100  years,  in  even  the  most 
unsettling  conditions,  The  Thorough 
bred  and  its  predecessor  companies 
have  done  more  than  just  keep  their 
balance.  In  1988,  the  natiorfe  most  effi- 
cient major  railroad  system  adroitly 
moved  on  to  new,  higher  ground. 

It  was  a  record  year.  Increases  in 


P traffic,  higher  revenue 
yields  and  cost  reductions 
resulted  in  net  income  of 
$635  million.  With  reve- 
nues of  over  $4  billion 
and  assets  of  over  $10 
billion,  Norfolk  Southern  stands  on 
very  solid  footing.  The  Thoroughbred's 
marketing  flexibility  and  aggressive 
capital  improvements  program  position 
it  firmly  for  the  future. 

Clearly,  management  can  nego- 
tiate changing  terrain  and  still  stay  a 
step  ahead. 


NORFOLK 
SOUTHERN 


THE    G  OR  P  0  R  A  T  E  ELITE 


KMART 

JOSEPH  E.  ANTONINI 

Troy,  Mich.  S13-643-1000 

SALES:  $27. 6  bil.    PROFITS:  $803  mil. 

MARKET  VALUE:  $8.6  bil. 

►  Born  7/13/41,  Morgantown,  W.  Va.;  BS 
(business),  U.  of  W.  Va.,  1964.  Career  path-merchandising/mar- 
keting;  tenure-26  years,  CEO  2  years.  Compensation:  1988  salary 
&  bonus,  $925,000;"ownership,  2,000  direct,  25,000  indirect  shares. 
►  They're  shooting  at  his  blue  light.  Sears'  shift  to  everyday  dis- 
counting is  biting  into  his  sales,  and  red-hot  Wal-Mart  is  gaining 
fast.  He's  computerizing  inventory,  pushing  signature  lines  of 
housewares,  clothing,  sporting  goods  touted  by  likes  of  golfer 
Fuzzy  Zoeller.  With  $1  billion  in  bank,  may  go  shopping,  too. 


KANSAS  CITY  SOUTHERN  INDUSTRIES 

Landon  Hill  Rowland 

Kansas  City,  Mo.  816-556-0303 

SALES:  $507  mil.    LOSS:  $46  mil. 

MARKET  VALUE:  $517  mil. 

►  Born  5/20/37,  Fuquay  Springs,  N.  C;  BA, 
Dartmouth,  1959;  LLB,  Harvard  Law,  1962.  Career  path-legal; 
tenure-10  years,  CEO  3  years.  Compensation:  1988  salary  &  bo- 
nus, $406,000;  ownership,  12,000  shares.  ►  If  he  thought  he'd  quit 
litigating  when  he  moved  from  a  law  firm  to  this  railroad,  he  was 
wrong.  He's  mired  in  antitrust  actions  brought  by  opposition  to  a 
coal-slurry  pipeline.  Hit  with  $600  million  judgment,  later  re- 
versed. Settled  a  Texas  suit  for  $83  million.  Wants  to  expand  his 
north-south  road  west.  Ambitious  plans  in  financial  services. 


KANSAS  CITY  POWER  &  LIGHT 

A.  Drue  Jennings 

Kansas  City,  Mo.  816-556-2200 

SALES:  .$737  mil.    PROFITS:  $106  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  10/7/46,  Topeka,  Kan.;  BS  (educa- 
tion), U.  of  Kan.,  1968;  JD,  U.  of  Kan.  Law,  1972.  Career  path-le- 
gal; tenure-16  years,  CEO  1  year.  Compensation:  1988  salary  & 
bonus,  $310,000;  ownership,  2,000  direct,  2,000  indirect  shares. 
►  Smooth,  even-tempered  lawyer  talks  of  improving  utility's 
PR-and  service.  Bucks  diversification  trend,  focusing  on  electric- 
ity. Small  wonder,  maintains  high  ROE  and  generally  good  rela- 
tions with  regulators.  Problems  at  Wolf  Creek  nuke  plant  seem 
over  and  construction  push  is,  too,  so  he's  working  to  trim  debt. 


KANSAS  GAS  &  ELECTRIC 

WILSON  K.  CADMAN 

Wichita,  Kan.  316-261-6611 

SALES:  $526  mil.    PROFITS:  $77  mil. 

MARKET  VALUE:  $7^5  mil. 

►  Born  9/7/27,  Wichita,  Kan.;  BA  (personnel 


mgmt.),  Wichita  State,  1951.  Career  path-merchandising/mar- 
keting;  tenure-38  years,  CEO  9  years.  Compensation:  1988  salary 
&  bonus,  $277,000;  ownership,  6,000  shares.  ►  Still  not  fully  re- 
covered from  a  rate  slash  by  regulators  four  years  ago  just  as  he 
christened  a  $3  billion  nuclear  plant.  Has  been  increasing  divi- 
dends, which  were  halved  after  the  cut.  Needs  to  crank  up  sales, 
so  he's  trimming  power  prices  in  a  bid  to  win  back  companies  that 
had  turned  to  cogeneration.  Lifetime  utility  man,  bass  fisherman. 


KANSAS  POWER  &  LIGHT 

William  E.  Brown 

Topeka,  Kan.  913-296-6300 

SALES:  $1.2  bil.    PROFITS:  $80  mil. 

MARKET  VALUE:  $834  mil. 

►  Born  3/17/39,  Salina,  Kan.;  BS  (business), 
Kan.  State,  1962.  Career  path-public  utility;  tenure-28  years, 
CEO  2  months.  Compensation:  1988  salary  &  bonus,  $127,000; 
ownership,  NA.''  ►  Not  actually  CEO,  he's  "acting  president." 
Board  expecting  to  name  a  successor  to  David  Black,  who  took 
early  retirement,  by  yearend.  No  indication  whether  this  career 
man  will  get  the  CEO  job.  Challenges:  Competing  in  the  much 
more  competitive  natural  gas  market,  dealing  with  state's  tough 
regulators,  whose  rulings  have  hurt  earnings. 


KAUFMAN  &  BROAD 

BRUCE  E.  KARATZ 

Los  Angeles,  Calif.  213-312-1200 

SALES:  $908  mil.    PROFITS:  $48  mil. 

MARKET  VALUE:  $495  mil. 

►  Born  10/10/45,  Chicago,  111.;  BA  (history), 
Boston  U.,  1967;  JD,  USC  Law,  1970.  Career  path-real  estate;  ten- 
ure-17  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$948,000;  ownership,  228,000  shares.  ►  Homebuilding  half  of  the 
former  company  of  same  name,  broken  in  two  by  founder  Eli 
Broad.  (Other  half.  Broad  Inc.,  sells  financial  services.)  Sports- 
minded  art  collector  going  full  speed-and  getting  results.  Ex- 
panding from  bread-and-butter  starter  homes  into  lucrative 
trade-up  market.  Also  expanding  a  major  presence  in  France. 


KELLOGG 

William  Edward  LaMothe 

Battle  Creek,  Mich.  616-961-2000 

SALES:  $4.3  bil.    PROFITS:  $480  mil. 

v!/\RKET  VALUE:  $9.6  bil. 

^-  BoiTi  10/23/26,  Brooklyn,  N.  Y.;  BA,  Ford- 
paMi  -merchandising/marketing;  tenure-39 
Conipensation:  1988  salary  &  bonus, 
46,000  direct,  171,000  indirect  shares. 


ham,  1950.  Career 
years,  CEO  10  years. 
$1,300,000;  ownership, 
►  Nutritious  recipe:  High  margins  pay  for  spending  on  new  prod- 
ucts, efficient  plants,  snappy  marketing.  But  rival  General  Mills 
stole  a  march  in  trendy  fiber  cereals  and  market  share  slid  below 
40%.  His  heir-apparent  just  left  for  "persona!  reasons."  Energet- 
ic ex-New  York  sales  rep  aims  to  recapture  half  the  market. 


KELLWOOD 

WILLIAM  J.  MCKENNA 
Chesterfield,  Mo.  314-576-3100 


SALES:  $754  mil. 

PROFITS:  $. 

U  mil. 

MARKET  VALUE:  $ 

394  mil. 

►  Born  10/11/26,  New  York,  N.  Y.;  BBA, 
lona,  1949;  MS  (business),  NYU,  1950.  Career  path-merchandis- 
ing/marketing; tenure-8  years,  CEO  5  years.  Compensation:  1988 
salary  &  bonus,  $739,000;  ownership,  140,000  shares.  ►  A  switch 
stitcher:  Sells  upscale  clothes  to  Saks,  Lands'  End,  Macy's,  mod- 
erate styles  to  Mervyn's,  Wal-Mart,  Penney.  Biggest  customer  is 
Sears-which  can  be  a  headache.  Retailer  nixed  one  shipment  last 
year,  sales  dropped  27%  for  the  period.  Keeping  profits  up  with 
related  acquisitions,  cutting  costs  through  consolidation. 
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KELLY  SERVICES 

TERENCE  E.  ADDERLEY 


Troy,  Mich.  313-362-UU 

SALES:  $1.3  Ml.    PROFITS:  $60  mil. 


MARKET  VALUE:  $1.2  Ml. 

►  Born  9/1/33,  Detroit,  Mich.;  BBA,  1955; 
ilBA,  1956,  U.  of  Mich.  Career  path-finance/accounting,  opera- 
ions;  tenure-32  years,  CEO  22  years.  Compensation:  1988  salary 
&  bonus,  $589,000;  ownership,  560,000  direct,  203,000  indirect 
jhares.  ►  Conservative  stepson  of  founder.  With  U.  S.  business 
■elying  more  on  temps,  he  should  keep  growing  at  double  digits. 
Leader  in  testing  and  training  office  temps  on  latest  equipment. 
Fhose  skilled  workers  get  premium  wages,  raising  his  margins. 
Expanding  into  home  health  care,  too.  Collects  antique  cars. 


KEMPER 


Joseph  E.  Luecke 

Long  Grove,  III.  312-540-2000 

SALES:  $3.5  Ml.    PROFITS:  $198  mil. 


MARKET  VALUE:  $2.1  Ml. 


►  Born  2/26/27,  Philadelphia,  Pa.;  BA  (pre- 
law), LaSalle,  1950.  Career  path-insurance  underwriting;  ten- 
ure-38  years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$416,000;  ownership,  86,000  direct,  8,000  indirect  shares.  ►  Steer- 
ing away  from  troubled  property/casualty  market  toward  less- 
cyclical  lines:  reinsurance,  life,  and  investment  services.  Five  bro- 
ker-dealer operations  are  still  his  biggest  challenge.  Thanks  to 
staff  and  overhead  cuts,  brokerages  turned  profitable  in  the 
fourth  quarter  for  the  first  time  since  $11  million  postcrash  loss. 


KENNAMETAL 


QUENTIN  C.  MCKENNA 


Latrobe,  Pa.  412-539-5000 

SALES:  $420  mil.    PROFITS:  $24  mil. 


MARKET  VALUE:  $381  mil. 

►  Born  9/2/26,  Claremont,  Calif.;  BA  (math. 


KENTUCKY  UTILITIES 


John  t.  Newton 


Lexington,  Ky.  606-255-1461 
SALES:  $560  mil.    PROFITS:  $79  mil. 


physics),  Pomona,  1948;  prof.  deg.  (elec.  eng.),  Stanford,  1950.  Ca- 
reer path-engineering/technical;  tenure-11  years,  CEO  10  years. 
Compensation:  1988  salary  &  bonus,  $450,000;  ownership,  13,000 
direct,  1,000  indirect  shares.  ►  Distant  relative  of  founder  of  this 
maker  of  tooling  systems  that  cut,  shape  metals.  In  downturn,  he 
consolidated  and  kept  R&D  spending  high.  It's  paying  off.  Now 
pushing  into  distribution  of  industrial  products.  Former  missile 
engineer  makes  abstract  art  by  computer,  enjoys  jazz. 


MARKET  VALUE:  $752  mil. 
►  Born  7/29/30,  Shelbyville, 


Ky.;  BS  (ac- 
counting). Western  Ky.,  1952.  Career  path-finance/accounting; 
tenure-32  years,  CEO  2  years.  Compensation:  1988  salary  &  bo- 
nus, $234,000;  ownership,  3,000  direct,  11,000  indirect  shares. 
►  Got  one  legal  cloud  behind  him  only  to  face  new  regulatory  un- 
certainties. Feds  ruled  in  utility's  favor  in  coal-buying  kickback 
probe.  Now,  acid-rain  legislation  may  force  some  expensive 
changes  at  power  plants.  A  personable  boss,  and  resilient:  had 
heart  surgery  one  week  into  the  top  job,  bounced  back  fine. 


KERR-McGEE 

Frank  A.  McPherson 


Oklahoma  City,  Okla.  405-270-1313 
SALES:  $2. 7  bil.    PROFITS:  $102  mil. 


MARKET  VALUE:  $2.4  bil. 

►  Born  4/29/33,  Stilwell,  Okla.;  BS  (mech.  & 
petro.  eng.),  Okla.  State,  1957.  Career  path-engineering/techni- 
cal, operations  mgmt.;  tenure-33  years,  CEO  6  years.  Compensa- 
tion: 1988  salary  &  bonus,  $576,000;  ownership,  17,000  direct, 
10,000  indirect  shares.  ►  As  energy  stays  soft,  push  into  chemi- 
cals could  pay  off  with  double-digit  earnings  growth  this  year. 
And  he's  getting  ready  for  hoped-for  oil-and-gas  rebound. 
Bought  reserves,  pursuing  venture  to  build  plant  to  recover  hy- 
drocarbons from  gas.  Church  deacon,  teaches  youth  Bible  class. 


KEYCORP 


VICTOR  J.  Riley  Jr. 


Albany,  N.  Y.  518-486-8000 
SALES:  $1.4  bil.    PROFITS:  $120  mil. 
market  VALUE:  $1.2  bil. 


►  Born  8/29/31,  Buffalo,  N.  Y.;  BA  (econ.), 
Notre  Dame,  1953.  Career  path-finance/accounting;  tenure-18 
years,  CEO  16  years.  Compensation:  1988  salary  &  bonus, 
$789,000;  ownership,  10,000  shares.  ►  Last  year  brought  end  of 
his  four-year  buying  spree  that  turned  $2.8  billion  upstate  New 
York  bank  into  $14.6  billion  super-regional  with  560  branches  in 
eight  states.  Now  it's  time  to  boost  profits  at  western  banks,  cut 
staff,  streamline  operations.  Sticks  to  small  lending:  His  average 
commercial  loan  is  just  $1.8  million. 


KEYSTONE  INTERNATIONAL 


Raymond  Albert  LeBlanc 
Houston,  Tex.  713-466-1176 
SALES:  $346  mil.    PROFITS:  $32  mil. 


MARKET  VALUE:  $628  mil. 

►  Born  3/1/30,  Buffalo,  N.  Y.;  BS  (eng.,  busi- 
ness), U.  of  Detroit,  1955.  Career  path-sales  &  management;  ten- 
ure-33 years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$621,000;  ownership,  179,000  direct,  24,000  indirect  shares.  ►  Up- 
beat family  man  leading  renewed  growth  fueled  by  strong  inter- 
national performance.  Sticking  to  valve  manufacturing,  he's  fi- 
nally seeing  gains  in  domestic  petrochemicals,  food  processing, 
pulp-and-paper  sectors.  Now  that  debt  is  under  control,  he  has 
bought  two  small  Italian  valve  companies. 


KIMBALL  INTERNATIONAL 

THOMAS  L.  HABIG 


Jasper,  Ind.  812-482-1600 

SALES:  $530  mil.    PROFITS:  $36  mil. 


MARKET  VALUE:  $445  mil. 

►  Born  6/18/28,  Jasper,  Ind.;  BS  (business), 
Tulane,  1950.  Career  path-administration;  tenure-39  years,  CEO 
8  years.  Compensation:  1988  salary  &  bonus,  $374,000;  owner- 
ship, 19,000  shares.'  ►  His  lines  of  pianos,  office  furniture  were 
hit  by  an  industrywide  downturn  in  big-ticket  spending.  The  com- 
pany has  sounded  some  sour  notes  of  its  own,  too.  Startup  and 
marketing  costs  for  its  new  Cetra  line  dragged  down  results  on 
the  furniture  side,  and  the  new  furniture  may  be  cannibalizing 
the  older  Artec  line,  whose  sales  are  off. 
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KIMBERLY-CLARK 

Darwin  E.  Smith 

Dallas,  Tex.  2H-830-1200 

SALES:  $54  bil.    PROFITS:  $379  mil. 

MARKET  VALUE:  $5.6  bil. 

►  Born  4/16/26,  Garrett,  Ind.;  BS,  Ind.,  1950; 
LLB,  Harvard  Law,  1955.  Career  path-finance/accounting,  legal; 
tenure-31  years,  CEO  18  years.  Compensation:  1988  salary  &  bo- 
nus, $1,205,000;  ownership,  173,000  direct,  45,000  indirect  shares. 
►  Put  off  retirement  until  1992  and  ditched  plans  to  run  troubled 
King  Ranch  in  Texas.  Has  enough  to  focus  on  here  as  growth  en- 
gine, Huggies  disposable  diapers,  slows.  Plans  to  spend  $2  billion 
on  plant  upgrades.  Looking  for  growth  in  adult  diapers,  and  over- 
seas, where  market  for  disposables  is  growing  fast. 


KINDER  CARE 

Perry  Mendel 

Montgomery,  Ala.  205-277-5090 
SALES:  $882  mil.    PROFITS:  $43  mil. 
MARKET  VALUE:  $371  mil. 
►  Born  3/2/22,  Atlanta, 


Ga.;  attended 

Emory.  Career  path-merchandising/ marketing,  production/ 
manufacturing;  tenure-20  years,  CEO  20  years.  Compensation: 
1988  salary  &  bonus,  $1,305,000;  ownership]  25,000  direct,  279,000 
indirect  shares.  ►  Ex-shopping  center  developer  recently  engi- 
neered complex  restructuring  to  spin  off  87%  stake  in  1,235  day- 
care centers.  Should  give  him  breathing  room  to  cope  with  huge 
debt  load,  takeover  threats.  Will  expand  thrift  units.  Also  build- 
ing a  distribution  center  for  his  expanding  Simply  $6  retail  chain. 
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KING  WORLD  PRODUCTIONS 


MICHAEL  Gordon  King 

Los  Angeles,  Calif.  213-826- 

1108 

SALES:  $280  mil.    PROFITS:  $6 

1  mil. 

MARKET  VALUE:  $819  mil. 

►  Born  3/8/48,  Rahway,  N.  J.; 

BA  (market- 

KNIGHT-RIDDER 

James  Knox  Batten 
Miami,  Fla.  305-376-3800 
SALES:  $2.1  bil.    PROFITS:  $H7  mil. 
MARKET  VALUE:  $2.9  bil. 


ing,  broadcast  comms.),  Fairleigh  Dickinson,  1971.  Career  path- 
marketing/sales;  tenure-17  years,  CEO  5  years.  Compensation: 
1988  salary  &  bonus,  $850^000;  ownership,  2,232,000  shares. 
►  How  long  can  Wheel  of  Fortune,  Jeopard])!,  and  Oprah  keep 
going?  That's  the  question  for  the  man  with  the  top  three  syndi- 
cated TV  shows.  Long-term  pacts  with  stations  protect  near-term 
prospects.  Foreign  sales  picking  up.  But  needs  to  develop  hot 
new  shows.  New  "tabloid"  Inside  Edition  a  disappointment. 


►  Born  1/11/36,  Suffolk,  Va.;  BS  (chem..,  biol- 
ogy), Davidson,  1957;  MPA  (public  affairs),  Priiiceton,  1962.  Ca- 
reer path-newspaper  journalism;  tenure-32  years,  CEO  1  year. 
Compensation:  1988  salary  &  bonus,  $743,000;  ownership,  5,000 
shares.  ►  Tough  first  year  at  the  top.  Put  eight  TV  stations  on  the 
block  to  free  funds  for  newspapers.  Acrid  fight  for  the  Detroit 
joint-operating  agreement  continues.  JO  A  was  to  have  been  im- 
plemented last  March,  but  U.  S.  Supreme  Court  decided  to  take 
up  the  case.  Overall  bottom-line  problem:  Ad  linage  is  down. 
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KOGER  PROPERTIES 

Ira  McKissick  Koger 

Jacksonville,  Fla.  90^-396-4811 

SALES:  $U0  mil.    PROFITS:  $4  mil. 

MARKET  VALUE:  $669  mil. 

►  Born  12/5/12,  Charleston,  S.  C;  BS,  Coll.  of 
Charleston,  1933.  Career  path-entrepreneur;  tenure-43  years, 
CEO  20  years.  Compensation:  1988  salary  &  bonus,  $438,000;  own- 
ership, 232,000  direct,  710,000  indirect  shares.  ►  Pioneer  office- 
park  builder  still  prospers  in  the  Southeast.  Latest  innovation:  a 
spinoff  of  equities  into  an  associated  company  that  owns  the 
properties;  it  leases  them  back  to  his  development  and  manage- 
ment company.  Sales  to  the  new  entity  are  helping  push  earnings 
up.  Dedicated  collector  of  Chinese  ceramics. 


KROGER 

Lyle  Everingham 

Cincinnati,  Ohio  513-762-4000 

SALES:  $19.1  bil.    PROFITS:  $35  mil. 

MARKET  VALUE:  $1.6  bil. 

►  Born  5/5/26,  Flint,  Mich.  Career  path-mer- 
chandising/marketing; tenure-43  years,  CEO  11  years.  Compen- 
sation: 1988  salary  &  bonus,  $1,009,000;  ownership,  161,000  di- 
rect, 128,000  indirect  shares.  ►  Whew!  It  looked  as  if  1988  would 
be  his  last  year  at  the  grocery-store  chain  he  joined  as  a  stock- 
room clerk.  But  he  made  KKR  go  away-at  a  price.  Put  35%  of 
stock  in  employee  hands,  took  on  $4.5  billion  in  debt.  That  forced 
him  to  sell  off  huge  chunks,  including  food  manufacturing  and 
several  stores.  Now,  he's  paying  down  debt  fast. 


L.  A.  GEAR 

ROBERT  GREENBERG 

Los  Angeles,  Calif  213-822-1995 

SALES:  $224  mil.    PROFITS:  $22  mil. 

lARKET  VALUE:  $504  mil. 

Born  1940.  Career  path-sales;  tenure-10 
years,  Cu  ;rs.  Compensation:  1988  salary  &  bonus, 

$2,164,000;  ownership,  2,015,000  direct,  4,000  indirect  shares. 
►  Self-pi"oc!aimed  "fashion  junkie"  abandoned  hairdressing  to 
peddle  roller  skates,  then  sneakers.  Trendy  marketer  now  third 
place  in  industry,  pushing  sales  to  teenage  girls.  Just  signed 
pitchman  Michael  Jackson.  Diversifying  into  apparel.  Office 
piled  high  with  sneakers,  including  size  17s  of  another  company 
spokesman,  Kareem  Abdul-Jabbar. 


LAFARGE 

ROBERT  w.  Murdoch 

Reston,  Va.  703-264-3600 

SALES:  $1.3  bil.    PROFITS:  $93  mil. 

MARKET  \  AL1:K:  $948  mil. 

►  Born  3/3/42,  Melbourne,  Australia;  BA,  U. 
of  British  Columbia,  1974;  LLB,  U.  of  Toronto,  1967.  Career  path- 
merchandising/marketing;  tenure-22  years,  CEO  9  months.  Com- 
pensation: 1988  salary  &  bonus,  $415,000;  ownership,  1,000 
shares.  ►  New  to  the  job.  Predecessor  Bertrand  Collomb  did  so 
well  he  was  whisked  to  a  top  spot  at  French  parent-a  tough  act  to 
follow.  Must  keep  up  momentum  in  sales  and  earnings  growth  of 
this  big  cementmaker  through  acquisitions,  production  and  dis- 
tribution efficiences.  Workaholic  who  golfs  occasionally. 
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LANCE 


Albert  Fraizer  Sloan 


Charlotte,  N.  C.  704-554-5570 
SALES:  $408  mil.    PROFITS:  $39  mil. 


MARKET  VALUE:  $680  mil. 

►  Born  9/12/29,  Charlotte,  N.  C;  BS  (busi- 
ness admin.),  Presbyterian,  1955.  Career  path-production/manu- 
facturing; tenure-34  years,  CEO  13  years.  Compensation;  1988 
salary  &  bonus,  $293,000;  ownership,  33,000  direct,  4,000  indirect 
shares.  ►  Used  to  be  known  as  copycat  in  snack  food  circles,  but 
now  he's  innovating.  Success  with  cholesterol-free  crackers  and 
biscuits  tracked  closely  by  giants.  Higher  food  prices  slowed 
growth  a  bit,  but  he  runs  a  tight  ship  so  investors  aren't  worried. 
Has  little  debt  and  spends  sparingly  on  advertising. 


LANDS'  END 

Gary  C.  Comer 


Dodgeville,  Wis.  608-935-9341 
SALES:  $456  mil.    PROFITS:  $32  mil. 


MARKET  VALUE:  $556  mil. 

►  Born  12/10/27,  Chicago,  111.  Career  path- 


advertising;  tenure-26  years,  CEO  26  years.  Compensation:  1988 
salary  &  bonus,  $616,000;  ownership,  10,425,000  shares.  ►  Avid 
sailor  and  ex-ad  exec  founded  catalog  purveyor  of  preppy  clothes 
as  supplier  of  sailboat  hardware  and  equipment.  After  years  of 
dazzling  success,  hitting  some  heavy  seas:  Rising  costs  for  cloth- 
ing, UPS  delivery  made  earnings  skid  in  first  half  of  year. 
Still,  he's  spending  on  marketing,  building  mailing  list  to  gain 
market  share.  Spent  own  money  to  build  employee  health  center. 


LEE  ENTERPRISES 


Lloyd  Gene  Schermer 


Davenport,  Iowa  319-383-2202 
SALES:  $235  mil.    PROFITS:  $41  mil. 


MARKET  VALUE:  $773  mil. 

►  Born  1/27/27,  St.  Louis,  Mo.;  AB  (philoso- 
phy), Amherst,  1950;  MBA,  Harvard,  1952.  Career  path-adminis- 
tration; tenure-35  years,  CEO  16  years.  Compensation:  1988  sala- 
ry &  bonus,  $543,000;  ownership,  123,000  direct,  1,126,000  indirect 
shares.  ►  Looks  every  bit  the  small-town  newspaperman  in  his 
trademark  bow  tie.  His  18  papers  and  six  TV  stations  turn  in  reg- 
ular earnings  growth.  Despite  slow  growth  in  his  burgs,  he's 
starting  to  boost  ads,  circulation  at  papers  with  aggressive  sell- 
ing. Has  work  to  do  at  stations,  where  margins  have  slipped. 


LEGENT 

Glen  Foster  Chatfield 


Pittsburgh,  Pa.  412-323-2600 
SALES:  $50  mil.    PROFITS:  $11  mil. 


MARKET  VALUE:  $562  mil. 

►  Born  6/5/43,  Trenton,  N.  J.;  BS  (eng.  sci.), 
Penn.  State,  1965.  Career  path-engineering/technical;  tenure- 
7  months,  CEO  7  months.  Compensation:  1988  salary  &  bonus, 
NA;  ownership,  1,027,000  shares.  ►  Systems-software  company 
is  the  product  of  1989  merger  of  his  Duquesne  Systems  with 
chairman  Mario  Morino's  Vienna-based  Morino  Inc.  He  handles 
current  operations,  Morino  does  M&A.  Partners  work  well  to- 
gether, though  they  still  need  to  mesh  two  sales  forces.  Trained 
engineer,  he  holds  patent  for  his  own  software  product. 


LEGGETT  &  PLATT 


HARRY  M.  CORNELL  jR. 
Carthage,  Mo.  417-358-8131 
SALES:  $810  mil.    PROFITS:  $38  mil. 


MARKET  VALUE:  $587  mil. 

►  Born  10/5/28,  Palembang,  Sumatra,  Dutch 
E.  I.;  BS  (bus.  admin.,  marketing),  U.  of  Mo.,  1950.  Career  path- 
merchandising/marketing;  tenure-39  years,  CEO  30  years.  Com- 
pensation: 1988  salary  &  bonus,  $454,000;  ownership,  413,000  di- 
rect, 172,000  indirect  shares.  ►  He's  made  three  acquisitions  this 
year  to  expand  operations,  product  lines  at  maker  of  home-fur- 
nishing components-bedsprings,  metal  tubing,  and  the  like.  Mar- 
gins, compressed  by  rising  costs,  inefficiencies  at  some  earlier  ac- 
quisitions, sprang  back.  Earnings  up  16%  in  the  first  half  of  1989. 


LILLY  (ELI) 

RICHARD  D.  Wood 


Indianapolis,  Ind.  317-276-2000 
SALES:  $4.1  bil.    PROFITS:  $761  mil. 


MARKET  VALUE:  $17  bil. 
►  Born  10/22/26,  Brazil,  Ind.;  BS  (eng.),  Pur- 


due, 1948;  MB.A,  Wharton,  1950.  Career  path-merchandising/ 
marketing,  finance/accounting;  tenure-39  years,  CEO  16  years. 
Compensation:  1988  salary  &  bonus,  $1,148,000;  ownership, 
174,000  direct,  7.000  indirect  shares.  ►  Farewell  to  the  farm.  He's 
spinning  off  agricultural-chemicals  unit  into  joint  venture.  Move 
will  let  him  focus  on  drugs,  where  new  Prozac  antidepressant  is 
turning  into  a  hit.  But  FDA  investigation  found  problems  at  Indi- 
anapolis tablet  and  capsule-making  plant. 


THE  LIMITED 


LESLIE  H.  WEXNER 


Columbus,  Ohio  614-479-7000 
SALES:  $4.1  bil.    PROFITS:  $245  mil. 


MARKET  VALUE:  $6.7  bil. 

►  Born  9/8/37,  Dayton,  Ohio;  BS  (business 
admin.),  Ohio  State,  1959.  Career  path-merchandising/market- 
ing; tenure-26  years,  CEO  26  years.  Compensation:  1988  salary  & 
bonus,  $1,031,000;  ownership,  49,223,000  direct,  120,000  indirect 
shares.  ►  Women's  retail  giant  weathered  slump  of  1988  with  lit- 
tle bottom-line  damage,  but  stock  took  a  pounding.  He's  launch- 
ing larger  store  formats.  Discussed  investing  in  Macy's,  but 
news  leaks  scuttled  the  talks.  Spare-time  pursuits:  sports  cars, 
developing  upscale  neighborhood  in  suburban  Columbus. 


LIN  BROADCASTING 

DONALD  A.  PELS 

New  York,  N.  Y.  212-765-1902 

SALES:  $226  mil.    PROFITS:  $82  mil. 

MARKET  VALUE:  $5.6  bil. 

►  Born  1/23/28!  New  Rochelle,'  "n^ Y^;  BS, 
Wharton,  1948;  JD,  NYU  Law,  1953.  Career  path-finance/ac- 
counting; tenure-20  years,  CEO  20  years.  Compensation:  1988  sal- 
ary &  bonus,  $1,030,000;  ownership,  267,000  direct,  2,000  indirect 
shares.  ►  Iron-fisted  numbers  man  K.  O.'d  $5.25  billion  takeover 
bid  by  mighty  McCaw  Cellular  of  Seattle.  But  once-skyrocketing 
values  for  cellular-phone  operators  are  flattening.  McCaw,  with 
lucrative  franchises  and  enormous  cash  flow  from  its  TV  sta- 
tions, might  call  again  with  a  sweetened  offer. 
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We  have  a  way  of  bringing 


The  organizers  of  a  major  national  sports 
competition  had  a  slight  coordination  problem. 
How  to  link  34  different  events,  spread  out 
over  6  cities.  Not  to  mention  how  to  go 
about  connecting  TY  crews  to  their  networks. 
Technicians  to  their  equipment.  And  the 
public  to  all  kinds  of  important  information. 


So  they  talked  to  us.  And  we  wrestled 
with  a  few  ideas.  Then  developed  the  most 
far-reaching  communications  system  of  its 
kind. 

How? 

With  intricate  teamwork.  And  carefully 
planned  coordination. 


)eople  closer  together. 


We  sought  out  the  best  equipment  and 
irvices.  Then  synchronized  advanced  tech- 
ologies,  computer  systems  and  telephone 
Dmpanies  into  a  smooth  running  voice  and 
ata  network. 

Perhaps  our  greatest  compHment  was  that 
ardly  anyone  realized  we  were  there. 


Which  is  fine  with  us.  Because  we  feel  it's 
always  better  to  be  heard  and  not  seen. 

You  see  at  GTE,  it's  not  just  communica- 
tions we  offer,  it's  solutions. 
Call  us.  For  any 
event.  Call 
1-800-225-5483. 


SB 


THE  POWER  IS  ON 


T  H  E    CORPORATE    ELITE  ! 


LINCOLN  NATIO^IA^. 

Ian  McKen'/u;  Roi.land 
Fort  Waijyie.  hid.  219-427-mO 
SALES:  $7.  J  bil.    PROFITS:  $185  mil. 
MARKET  VALUE:  $2.3  Ml. 


►  Born  r)/3/33,  Port  Wayne,  Ind.;  BA  (mathe- 
matics, econ.),  DePauw,  1955;  MA  (actuarial  sci.),  U.  of  Mich., 
1956.  Career  path-finance/accounting,  insurance;  tenure-33 
years,  CEO  12  yea.-'s.  Compensation:  1988  salary  &  bonus, 
$758,000;  ownership,  16,000  direct,  2,000  indirect  shares.  ►  Last 
year's  restructuring',  combined  with  his  conservative  manage- 
ment, seems  to  be  lielping  HMO  unit.  It's  still  losing  money-but 
much  less.  Property-casualty  is  suffering  along  with  rivals. 
Meanwhile,  reinsurance  unit  keeps  racking  up  strong  gains. 


LINCOLN  TELECOMMUNICATIONS 

James  E.  Geist 

Lincoln,  Neb.  402-474-2211 

SALES:  $183  mil.    PROFITS:  $25  mil. 

MARKET  VALUE:  $571  mil. 

►  Born  10/14/29,  Louisville,  Neb.;  BS  (busi- 
ness admin.),  U.  of  Neb.,  1960.  Career  path-technical,  personnel; 
tenure-42  years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$205,000;  ownership,  6,000  direct,  3,000  indirect  shares.  ►  Started 
his  career  in  a  blue  collar  as  an  installer.  Now  at  the  switchboard 
of  this  independent  telephone  company-and  it's  sizzling.  Total  re- 
turn outpaces  all  Baby  Bells,  stock  is  soaring  on  heavy  takeover 
speculation.  Expanding  fast  into  long  distance,  cellular,  equip- 
ment sales.  But  can  he  stay  independent? 


ito; 


LITTON  INDUSTRIES 

ORION  L.  HOCH 

Beverly  Hills.  Calif.  213-859-5000 
SALES:  $4.9  bil.  PROFITS:  $167  mil. 
MARKET  VALUE:  $2.2  bil. 


►  Born  12/21/28,  Canonsburg,  Pa.;  BS  (phys- 
ics), Carnegie-Mellon,  1952;  MS  (phys.),  UCLA,  1954;  PhD  (EE), 
Stanford,  1957.  Career  path-engineering/technical;  tenure-32 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$997,000;  ownership,  50,000  shares.  ►  He's  got  a  new  worry: 
Nearly  29%  of  company  stock  held  by  Teledyne  could  soon  fall 
into  unfriendly  hands.  So  he  may  be  bolstering  the  arsenal  at  this 
defense  contractor,  maybe  by  selling  profitable  shipbuilding 
unit.  Looking  for  improvement  in  resource-exploration  business. 


LIZ  CLAIBORNE 

Jerome  A.  Chazen 

New  York,  N.  Y.  212-354-4900 

SALES:  $1.2  bil.    PROFITS:  $110  mil. 

MARKET  VALUE:  $2.4  bil. 

►  Born  3/21/27,  New  York,  N.  Y.;  BA  (econ.), 
U.  of  Wis.,  1948;  MBA  (finance),  Columbia,  1950.  Career  path- 
merchandising/marketing;  tenure-12  years,  CEO  5  months.  Com- 
pensation: 1988  salary  &  bonus,  $700,000;  ownership,  4,079,000 
shares.  ►  One  of  designer  Liz  Claiborne's  three  original  part- 
ners. Took  over  after  her  retirement  in  June.  Considered  a  retail 
expert.  Company  suffered  along  with  the  rest  of  Seventh  Avenue 
last  year,  but  profits  bouncing  back  now.  Thought  to  be  mulling 
retail  acquisitions.  Collects  glassware,  listens  to  jazz. 


\ 
it 
t) 
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LOCKHEED 

Daniel  M.  Tellep 

Calabasas,  Calif.  818-712-2000 

SALES:  $10.6  bil.    PROFITS:  $442  mil. 

market  VALUE:  $3.3  bil. 

►  Born  11/20/31,  Forest  City,  Pa.;  BS  (mech. 
eng.),  1954;  MS  (mech.  eng.),  1955,  U.  of  Calif,  at  Berkeley.  Career 
path-engineering/technical;  tenure-34  years,  CEO  9  months. 
Compensation:  1988  salary  &  bonus,  $449,000;  ownership,  7,000 
shares.  ►  Likes  sail  planing  and  water  color  painting,  but  he 
hasn't  had  much  time  for  either.  Dallas  investor  Harold  Simmons 
has  a  9.5%  stake  and  may  put  company  in  play.  As  a  defense  he's 
selling  information  systems  business;  also  225  acres  of  California 
land.  Big  aircraft  program-C-5B  transport  plane-has  ended. 


LOCTITE 

Kenneth  w.  Butterworth 

Hartford,  Conn.  203-520-5000 

SALES:  $417  mil.    PROFITS:  $42  mil. 

MARKET  VALUE:  $870  mil. 

►  Born  8/9/25,  Newcastle,  NSW,  Australia; 
attended  Sydney  Technical  Coll.  Career  path-engineering/tech- 
nical, merchandising/marketing;  tenure-13  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $400,000;  ownership,  2,000 
shares.  ►  Ultra-niche  player  is  big  in  sealants,  adhesives.  Earn- 
ings up  30%  this  year,  but  memory  of  nasty  downturn  in  '81 
makes  him  determined  to  cut  costs,  push  overseas  sales.  Recent 
acquisition  of  Italian  polyurethane  firm  may  herald  the  start  of 
new  strategic  tack.  Sails  his  46-foot  Morgan  on  weekends. 


LOEWS 

PKKSTON  ROfiERT  TlSCH 
New  York,  N.  Y.  212-545-2000 
SALES:  $10.4  bil.  PROFITS: 


mil 


MARKET  VALUE:  $9  bil. 

9»  Born  A/29/26,  New  York,  N.  Y.;  BA  (econ.), 
'  of  Mich.,  1948.  Career  path-entrepreneur;  tenure-30  years, 
CLv  '  years.  Compensation:  1988  salary  &  bonus,  $796,000-^  own- 
ership, 9,570,000  direct,  21S,()00  indirect  shares.  ►  Wonderful  to 
tell:  a  conglomerate  that  really  makes  money.  He  and  brother 
Laurence,  who's  busy  with  CBS,  had  banner  year.  CNA  insurance 
subsidiary  weathering  property/casualty  downturn,  and  Loril- 
iard's  Newport  Stripes  cigarette  proved  a  winner.  Company's 
257c  stake  in  CBS  paying  off  as  asset  sales  help  balance  sheet. 


LONE  STAR  INDUSTRIES 

JAMES  E.  STEWART 


Greenwich,  Conn. 

203-661- 

3100 

SALES:  $371  mil.    PROFITS:  $ 

38  mil. 

MARKET  VALUE:  $51 

>8  mil. 

►  Born  2/8/22,  Minneapolis,  Minn.;  attended 
Pomona.  Career  path-merchandising/marketing,  manufactur- 
ing; tenure-18  years,  CEO  16  years.  Compensation:  1988  salary  & 
bonus,  $500,000;  ownership,  451,000  shares.*  ►  Likes  to  hobnob  in 
New  York  and  Miami.  Continues  to  compensate  for  losses  in  ce- 
ment business  by  selling  assets  outright  or  forming  joint  ven- 
tures. Analysts  think  U.  S.  cenrient  market  may  stage  a  comeback 
next  year,  but  it  could  be  too  late:  Investor  Harry  Weinberg  has 
bought  over  5%o.  For  his  part,  Stewart  owns  8.5%'. 


i 
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LONG  ISLAND  LIGHTING 


William  J.  Catacosinos 


Hicksville,  N.  Y.  516-9334592 
SALES:  $2.1  Ml.    PROFITS:  $298  mil. 


MARKET  VALUE:  $2.1  bil. 


►  Born  4/12/30,  New  York,  N.  Y.;  BS  (ind. 
ngmt.),  1951;  MBA,  1952;  PhD,  1962,  NYU.  Career  path-adminis- 
ration;  tenure-6  years,  CEO  6  years.  Compensation:  1988  salary 
i  bonus,  $350,000;  ownership,  9,000  direct,  3,000  indirect  shares. 
►  Worst  of  nuclear  headaches  may  be  over.  Struck  a  deal  with 
^.  Y.  Gov.  Cuomo  to  dismantle  Shoreham  plant,  one  of  the  indus- 
ry's  biggest  targets.  Federal  regulators  could  still  overturn  the 
iecision  but  analysts  believe  the  stage  is  set  for  recovery.  More 
rood  news:  refinancing  high-yield  debt  and  winning  rate  hikes. 


LONGS  DRUG  STORES 


Robert  Merrill  Long 

Walnut  Creek,  Calif.  415-937-1170 

SMES:  $1.9  bil.    PROFITS:  $56  mil. 


market  VALUE:  $904  mil. 

►  Born  5/19/38,  Oakland,  Calif.;  BA  (econ., 
business  admin.),  Claremont,  1960.  Career  path-merchandising/ 
marketing;  tenure-28  years,  CEO  12  years.  Compensation:  1988 
salary  &  bonus,  $391,000;  ownership,  399,000  direct,  1,654,000  in- 
direct shares.  ►  Drug-store  innovator  continues  to  be  winner 
with  efficient  "super  pharmacies,"  supply  contracts  with  HMOs, 
and  a  booming  mail-order  drug  business.  Chugs  along  with  solid 
10%  growth,  though  competition  from  supermarket  pharmacies 
is  growing.  Started  in  his  dad's  drug  store. 


LONGVIEW  FIBRE 


Richard  Peter  Wollenberg 
Longview,  Wash.  206-425-1550 
SALES:  $657  mil.    PROFITS:  $96  mil. 


MARKET  VALUE:  $802  mil. 

►  Born  8/1/15,  Juneau,  Alaska;  BS  (mech. 
eng.),  U.  of  Calif,  at  Berkeley,  1936;  MBA,  Harvard,  1938.  Career 
path-engineering/technical,  production/manufacturing;  ten- 
ure-50  years,  CEO  12  years.  Compensation:  1988  salary  &  bonus, 
^304,000;  ownership,  155,000  direct,  42,000  indirect  shares. 
►  With  its  490,000  acres  of  prime  timberland  getting  more  valu- 
able by  the  day,  takeover  speculation  frequently  pumps  up  stock. 
Robert  Bass  took  7%  stake  in  July.  Company  has  a  new  poison 
pill.  Keeps  plugging  along  in  tree  farming,  paper  making. 


LORAL 


BERNARD  L.  SCHWARTZ 


New  York,  N.  Y. 
SALES:  $1.2  bil. 


212-697-1105 


PROFITS:  $60  mil. 
MARKET  VALUE:  $903  mil. 


►  Born  12/13/25,  New  York,  N.  Y.;  BBA,  City 
Coll.  of  N.  Y.,  1948.  Career  path-finance/accounting;  tenure-17 
years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$1,742,000;  ownership,  793,000  direct,  600,000  indirect  shares. 
►  High-energy  CEO  who  is  sure  he  can  weather  Defense  Dept. 
budget  cuts  and  keep  growing  at  accustomed  20%  clip.  Says  that 
these  days  defense  industry  is  a  buyers'  market  and  is  looking 
for  acquisitions  that  fit  core  electronic  businesses.  Also  deter- 
mined to  divest  units  with  low-growth  prospects. 


LOTUS  DEVELOPMENT 


JIM  P.  MANZI 


Cambridge,  Mass.  617-577-8500 
SALES:  $469  mil.    PROFITS:  $59  mil. 


MARKET  VALUE: 
► 


l.l  bil. 


Born  12/22/51,  Westchester  Co.,  N.  Y.;  BA 
[classics),  Colgate,  1973;  MA  (econ.),  Fletcher  (Tufts),  1979.  Ca- 
reer path-merchandising/ marketing;  tenure-6  years,  CEO  3 
years.  Compensation:  1988  salary  &  bonus,  $550,000;  ownership, 
1,304,000  shares.  ►  The  $26  million  man  of  1987  took  big  pay  cut 
last  year  after  the  1-2-3  spreadsheet  was  late  and  earnings  slid. 
Outlook  brighter  now  with  new  products  on  track  and  a  buoyant 
stock  price.  After  taking  a  beating  in  the  press  he's  now  polishing 
his  image.  At  HQ  he  still  sports  running  shoes  and  a  polo  shirt. 


LOUISIANA  LAND  &  EXPLORATION 


H.  Leighton  Steward 


New  Orleans,  La.  504-566-6500 
SALES:  $696  mil.    PROFITS:  $-70  mil. 


MARKET  VALUE:  $1.2  bil. 

►  Born  12/1/34,  Fairfield,  Tex.;  BS,  1958;  MS 
(geology),  1960,  SMU.  Career  path-oil/gas  exploration;  tenure-7 
years,  CEO  9  months.  Compensation:  1988  salary  &  bonus, 
$513,000;  ownership,  9,000  shares.  ►  Took  over  top  job  in  Janu- 
ary. Continuing  restructuring  to  stem  losses  at  big  independent. 
Selling  $200  million  of  high-priced  properties  to  pay  down  debt 
and  buy  back  stock.  Drilling  costs  are  low,  so  he  may  increase  ex- 
ploration as  gas  outlook  brightens.  Company  is  largest  private 
holder  of  wetlands-and  he's  an  outspoken  conservationist. 


LOUISIANA-PACIFIC 

Harry  A.  Merlo 


Portland,  Ore.  503-221-0800 
SALES:  $1.8  bil.     PROFITS:  $135  mil. 
MARKET  VALUE:  $1.6  bil. 


►  Born  3/5/25,  Stirling  City,  Calif.;  BS  (busi- 
ness admin.),  U.  of  Calif,  at  Berkeley,  1949.  Career  path-market- 
ing, manufacturing;  tenure-22  years,  CEO  17  years.  Compensa- 
tion: 1988  salary  &  bonus,  $650,000;  ownership,  243,000  direct, 
7,000  indirect  shares.  ►  Timber  shortage  in  the  Northwest  drove 
up  prices  and  profits.  Future  brightened  by  an  industrial  byprod- 
uct/synthetic gypsum  board  that  insulates  against  sound.  Knot- 
ty problem:  environmentalists  pushing  Congress  to  cancel  timber 
contracts  in  Alaska's  Tongass  Natonal  Forest,  a  supply  source. 


LOUISVILLE  GAS  &  ELECTRIC 

ROGER  W.  Hale 

Louisville,  Ky.  502-627-2000 

SALES:  $660  mil.    PROFITS:  $85  mil. 

MARKET  VALUE:  $812  mil. 

►  Born  7/16/43,  Baltimore  City,  Md.;  BA  (hb- 
eral  arts),  U.  of  Md.,  1965;  MS  (mgmt.),  MIT,  1979.  Career  path- 
merchandising/marketing,  operations;  tenure-4  months,  CEO  4 
months.  Compensation:  1988  salary  &  bonus,  NA;  ownership, 
1,000  shares.'  ►  Left  fast-moving  BellSouth  Enterprises  to  take 
helm  at  stodgy  utility,  committing  himself  to  rapid  earnings 
growth.  Making  his  mark  by  lobbying  for  new  rate  structures. 
Wants  to  expand  into  fuel  transportation.  But  must  cut  costs  to 
buoy  profits,  compete  more  effectively  with  other  power  sources. 
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You  don  t  know  which  way  the 
markets  are  going.  VCbuldn't  it  be  nice 

if  you  didn  t  care? 


rel 


If  ignorance  really  were  bliss,  then  running  a  company  in  a  changing 
economy  would  be  the  surest  route  to  nirvana. 

But  such,  alas,  is  not  the  case.  No  one,  not  even  you,  can  say  which  wa) 
the  leading  fmancial  indicators  are  headed.  The  only  certainty  is  that  their  uncei  im 
tainty  can  play  havoc  with  your  company's  balance  sheet. 

Aside  from  ignoring  \k[ 
completely,  whai 


can  you  d 
your  concerns? 

You  can  call  Continental  Bank 
and  ask  us  about  fmancial  risk  management. 

Risk  management  is  a  term  that's  being  bandied  about 
quite  a  bit  these  days.  It's  widely  considered  to  be  the  wave  of  the  future.  But  al|-itei 
Coni  .  r.'.  ntal,  it's  very  much  the  wave  of  the  present. 

In  tiie  most  basic  terms,  hnancial  risk  management  is  a  means  of  hedging 
against  fluctuating  market  conditions.  More  specifically,  it  helps  you  manage  shifts 

<:  lWi(  .inniii-nul  ll.iiik  N  A  251  South  l„i.Sj|li- .Sir. .  t,  (  Iikjjjii.  Illinois  6lJ6y7 


I  interest  rates,  exchange  rates  and  commodity  costs. 

But  while  it  is  simple  in  principle,  it  can  be  quite  complex  in  practice.  Rather 
lan  relying  on  a  few  basic  products,  it  requires  expertise,  flexibility,  creativity  and 
willingness  to  put  together  transactions  that  have  never  been  put  together  before. 

All  of  which  we  have  in  spades  at  Continental. 

It  isn't  our  intent  to  numb  you  here  with  particulars.  Suffice  it  to  say  that  if 
Du're  interested  in  equipping  your  company  with  some  of  the  more  customized 
sk  management  tools  available  today,  we  can 
e  of  great  assistance.  And  if  you're  interested  in 
nding  out  more  about  what  those 

^  ^     tools  are,  we  can  help 
there,  too.  In  either  case,  we  urge 
you  to  look  into  risk  management.  It  is 
new,  yes.  It's  something  that  not  every  bank  is 
I  prepared  to  offer  you. 

But  it  is,  above  all,  one  of  the  most  solid,  prudent  and  effective 
trategies  your  company  could  adopt  in  these  unpredictable  times. 

Call  us  at  (312)  828-5799  to  fmd  out  more  about  fmancial  risk  management. 
And  about  why,  for  the  first  time  in  modern  economic  history,  what  you 
on't  know  really  can't  hurt  you. 


i 


@  Continental  Bank 

A  new  approach  to  business. 


T  H  E    C  0  R  P  0  R  A  T  E    E  L  I  T  E 


LOWE'S 

Leonard  Gray  Hkrring 

North  Wilkesboro,  N.  C.  919-651-4000 

SALES:  $2.5  bil.    PROFITS:  $69  mil. 

MARKET  VALUE:  $1.2  bil. 

►  Bom  6/18/27,  Snow  Hill,  N.  C;  BS  (com- 
merce), U.  of  N.  C,  1948.  Career  path-finance/accounting;  ten- 
ure-34  years,  CEO  11  years.  Compensation:  1988  salary  &  bonus, 
$469,000;  ownership,  444,000  direct,  18,000  indirect  shares.  ►  His 
iron  grip  on  costs  helped  steer  this  building-supply  and  appliance 
store  chain  through  contraction.  Now  he  aims  to  double  retail 
space,  making  room  for  more  do-it-yourself  stuff.  Will  triple  size 
of  smaller  units  in  three  years.  To  keep  raiders  away,  he's  bought 
back  $50  million  in  stock,  put  another  $60  million  into  ESOP. 


LUBY'S  CAFETERIAS 

JOHN  B.  LAHOURCADE 

San  Antonio,  Tex.  512-654-9000 

SALES:  $254  mil.    PROFITS:  $28  mil. 

MARKET  VALUE:  $463  mil. 

►  Born  11/18/24,  San  Antonio,  Tex.;  BBA,  U. 
of  Tex.,  1948.  Career  path-finance/accounting;  tenure-20  years, 
CEO  7  years.  Compensation:  1988  salary  &  bonus,  $342,000;  own- 
ership, 218,000  direct,  4,000  indirect  shares.  ►  His  latest  blue- 
plate  special:  A  push  into  Florida.  With  122  outlets  in  five  states- 
most  in  Texas-he's  looking  at  Tennessee,  too.  Also  on  the  menu  is 
a  growing  emphasis  on  food  for  busy  people  on  the  run.  Take-out 
counters  now  do  57"  of  all  sales.  Hasn't  suffered  much  from  Tex- 
as slowdown.  Anti-drug  crusader. 


LUBRIZOL 

LESTER  E.  COLEMAN 

Wickliffe,  Ohio  216-943-4200 

SALES:  $1.1  bil.    PROFITS:  $131  mil. 

MARKET  VALUE:  $1.7  bil. 

►  Born  11/6/30,  Akron,  Ohio;  BS  (chem.).  U. 
of  Akron,  1952;  MS  (1953),  PhD  (1955),  U.  of  111.  Career  path-re- 
search; tenure-34  years,  CEO  11  years.  Compensation:  1988  sala-ii 
ry  &  bonus,  $758,0001;  ownership,  52,000  direct,  7,000  indirect 
shares.  ►  Logging  plenty  of  court  time.  Won  $86  million  settle-, 
ment  with  Exxon  after  fight  to  protect  patented  oil-additive  tech- 
nology.  Settled  long-running  legal  battle  with  partners  in  a  bio- 
tech  venture  and  agreed  to  pay  them  $16  million.  A  new  line  of 
motor-oil  additives  is  ringing  up  strong  sales  and  profits. 


LYONDELL  PETROCHEMICAL 


BOB  G.  GOWER 

Houston,  Tex. 

713-652-7200 

SALES:  $4. 7  bil. 

PROFITS:  $543  mil. 

MARKET  VALUE: 

$1.8  bil. 

►  Born  8/14/37,  West  Frankfort,  111.;  BS  I 
(1958),  MS  (1960),  Southern  111.;  PhD  (organic  chem.),  U.  of  Minn., ' 
1963.  Career  path-research,  eng.,  mgmt.;  tenure-26  years,  CEO  1 , 
year.  Compensation:  1988  salary  &  bonus,  $678,000;  ownership, 
20,000  shares.  ►  Loves  to  lecture  on  minimalist  management] 
style  that's  producing  maximum  returns.  Spectacular  turn- 
around by  Arco  spinoff.  Was  losing  $100  million  a  year  only  four  I 
years  ago.  Last  year,  earnings  were  $543  million,  helped  by  short 
supply  of  petrochemicals.  Spending  rich  cash  flow  to  expand. 


LYPHOMED 

(jARY  E.  NEI 

Rose m ant,  III.  312-390-6500 
SALES:  $128  mil. 


LOSS:  $21  mil. 

MARKET  VALUE:  $942  mil. 

►  Born  2/19/44,  Chicago,  III;  BA  (psycholo- 
gy), Ripon,  1965;  MBA  (marketing),  Northwestern,  1967.  Career 
path-merchandising/marketing;  tenure-11  months,  CEO  7 
months.  Compensation;  1988  salary  &  bonus,  NA;  ownership, 
8,000  shares.  ►  New  chief's  helping  produce  dramatic  recovery. 
Product  recalls,  damaging  FDA  reports,  and  plant  closings  sent 
stock  on  707  dive.  But  it's  roaring  back,  thanks  partly  to  new 
AIDS  drug.  Now  he's  accepted  friendly  $31-a-share  offer  from 
Fujisawa,  big  Japanese  drug  firm,  already  owner  of  307 . 


MAGMA  POWER 

ARNOLD  Lewis  Johnson 

San  Diego,  Calif.  619-487-9412 

SALES:  $21  mil.    PROFITS:  $9  mil. 

MARKET  VALUE:  $453  mil. 

►  Born  3/15/33,  Manistee,  Mich.;  BS  (ac- 
counting), Ferris  State,  1954;  MBA,  U.  of  Mich.,  1957.  Career  |- 
path-finance/accounting;  tenure-3  years,  CEO  3  years.  Compen- 
sation: 1988  salary  &  bonus,  $266,000;  ownership,  8,000  shares. 
►  Car  buff  goes  by  "Bud,"  but  call  him  Mr.  Steam.  Secured  $214 
million  from  banking  syndicate  to  complete  work  on  geothermal 
power  plant  and  sell  it  to  Southern  California  Edison.  Revenue, 
profit  way  up.  Yet  regulators  are  mulling  how  to  design  new  geo- 
thermal contracts,  crimping  his  expansion  plans. 


MANOR  CARE 

Stewart  William  Bainum  Jr. 

Silver  Spring,  Md.  301-681-9400 

SALES:  $617  mil.    PROFITS:  $23  mil. 

MARKET  VALUE:  $612  mil. 

►  Born  3/25/46,  Takoma  Park,  Md.;  BA  (his- 
tory), i'v.  iM.  Cnion,  1968;  MBA,  UCLA,  1970.  Career  path-fi- 
nance/acc'  ,  i  mg;  tenure-16  years,  CEO  3  years.  Compensation: 
1988  salary  .bonus,  $612,000;  ownership,  177,000  direct, 
1,293,000  indii  i  .'  hares.  ►  Founder's  son  consolidated  control 
after  dad's  rig;  ;  h-nd  resigned.  Took  $22  million  loss  to  unload 
stake  in  Beverly  Enterprises.  Sticks  to  nursing  homes  in  affluent 
areas  to  avoid  low-margin  medicaid  business.  Motel  division  mov- 
ing into  budget  lodging  with  Sleep  Inns.  Golfer  and  tennis  player. 


MANUFACTURERS  HANOVER 

John  Fkancis  McGilliluddy 
New  York,  N.  Y.  212-286-6000 
SALES:  $8.5  bil.    PROFITS:  $752  mil. 
MARKET  VALUE:  $2.1  bil. 
►  Born  12/30/30,  Port  Chester,  N.  Y.; 


BA 


(history),  Princeton,  1952;  LLB,  Harvard  Law,  1955.  Career  path-  ' 
finance/accounting;  tenure-31  years,  CEO  10  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,646,0001;  ownership,  47,000  direct, 
81,000  indirect  shares.''  ►  Football  buff.  Under  pressure  to  boost 
capital  base,  he  sold  607^  of  business-lender  CIT  to  Dai-Ichi  Kan- 
gyo.  Also  plans  $500  million  stock  offering  later  this  year.  Ana- 
lysts applaud  restructuring,  decision  to  bolster  reserves  against 
LDC  loans.  But  still  has  one  of  biggest  LDC  exposures.  ' 
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MANUFACTURERS  NATIONAL 


Dean  Eugene  Richardson 

Detroit,  Mich.  313-2224000 

SALES:  $924  mil.    PROFITS:  $96  mil. 

MARKET  VALUE:  $883  mil. 

►  Born  12/27/27,  West  Branch,  Mich.;  BA 
(history,  polit.  sci.),  Mich.  State,  1950;  LLB,  JD,  U.  of  Mich.  Law, 
1953.  Career  path-finance/accounting,  commercial  loans;  ten- 
ure-36  years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$607,000;  ownership,  28,000  direct,  10,000  indirect  shares.  ►  Slow- 
ly diversifying  this  middle-market  corporate  lender.  Trust  and 
consumer  banking  operations  growing  in  Chicago  and  Florida. 
He's  covered  most  of  bad  Third  World  debt,  and  earnings  should 
keep  rising.  But  can  he  compete  with  regional  powerhouses? 


MANVILIE 


William  Thomas  Stephens 

Denver,  Colo.  303-978-2000 

SALES:  $2.1  bil.    PROFITS:  $89  mil. 

MARKET  VALUE:  $407  mil. 

►  Born  9/2/42,  Crossett,  Arkansas;  BS,  1965; 
MS  (indust.  eng.),  U.  of  Ark.,  1966.  Career  path-engineering/ 
technical,  finance/accounting,  operations;  tenure-23  years,  CEO 
3  years.  Compensation:  1988  salary  &  bonus,  $682,000.  ►  Brought 
company  out  of  six  years  of  Chapter  11,  but  travails  are  far  from 
over.  Creditors  and  a  trust  for  asbestos  victims  own  98%  of  stock. 
Starting  in  1992,  he  has  to  pay  $75  million  a  year,  plus  20%  of  net 
profits,  to  trust.  His  game  plan:  expand  rapidly  in  forest  prod- 
ucts, fiberglass,  industrial  products. 


MAPCO 


JAMES  Edwin  Barnes 
Tulsa,  Okla.  918-581-1800 


SALES:  $1.7  bil.    PROFITS:  $117  mil. 

MARKET  VALUE:  $1.5  bil. 

►  Born  3/2/34,  Ponca  City,  Okla.;  BS  (indust. 
eng.,  management),  Okla.  State,  1957.  Career  path-engineering/ 
technical;  tenure-6  years,  CEO  6  years.  Compensation:  1988  sala- 
ry &  bonus,  $1,198,000;  ownership,  42,000  shares.  ►  Pockets  full 
of  cash,  thanks  to  1983  sale  of  oil  and  gas  reserves.  Now  this  big 
Boy  Scout  supporter  is  making  sure  he's  prepared:  Shoring  up 
takeover  defenses  with  share  buyback,  100%  dividend  hike,  stock 
split,  and  ESOP.  Scouting  for  acquisitions,  too.  He's  already 
bought  convenience-store  chain  and  Kentucky  coal  mine. 


MARRIOTT 


J.  W.  MARRIOTT  Jr. 

Washington,  D.  C.  301-380-9000 


SALES:  $7.4  bil.  PROFITS:  $232  mil. 
MARKET  VALUE:  $4.3  bil. 


►  Born  3/25/32,  Washington,  D.  C;  BS  (bank- 
ing, finance),  U.  of  Utah,  1954.  Career  path-operations;  ten- 
ure-33  years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$1,007,000;  ownership",  5,027,000  direct,  4,551,000  indirect  shares. 
►  Devout  Mormon  family  man  firmly  in  control  of  family  compa- 
ny. Segmenting  hotels  from  bare  bones  to  top-of-the-line  luxury. 
Aims  to  consolidate  hodge-podge  of  family  restaurants  into  sin- 
gle national  chain.  Allies,  serving  fresh  food.  Likes  speedboats, 
Ferraris-including  Testarossa  he  often  drives  to  work. 


MARSH  &  McLENNAN 


Frank  J.  Tasco 

New  York,  N.  Y.  212-997-2000 
SALES:  $2.3  bil.    PROFITS:  $296  mil. 
MARKET  VALUE:  $4.9  bil. 


U  ►  Born  8/18/27,  New  York,  N.  Y.;  BA,  NYU, 


1949.  Career  path-insurance;  tenure-35  years,  CEO  4  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,265,000;  ownershi'p,  80,000  di- 
rect, 56,000  indirect  shares.  ►  Company  lifer  highly  regarded  as  a 
people  manager.  His  insurance  broker  struggles-patiently-with 
current  down  leg  in  the  property-casualty  insurance  cycle.  He's 
buying  back  stock,  holding  expenses,  expanding  abroad,  and 
looking  to  his  fast-growing  consulting  operations.  Off  hours,  he's 
involved  in  New  York  charities,  relaxes  at  exclusive  Links  club. 


MARSHALL  &  ILSLEY 


JOHN  ALBERT  PUELICHER 
Milwaukee,  Wis.  414-765-7801 
SALES:  $677  mil.    PROFITS:  $76  mil. 


MARKET  VALUE:  $780  mil. 

►  Born  11/4/20,  Milwaukee,  Wis.;  BA  (busi- 
ness), U.  of  Wis.,  1943.  Career  path-finance/accounting;  ten- 
ure-51  years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$836,000;  ownership,  1.50,000  direct,  8,000  indirect  shares.  ►  Still 
on  acquisition  trail,  expanding  in  fast-growing  Arizona,  with  16 
branches  in  Phoenix.  Regulators  forced  sale  of  one  Wisconsin 
bank  on  anticompetitive  grounds,  and  a  couple  of  suits  charge  im- 
proper trusteeship  of  retirement  plans  at  several  subsidiaries. 
Named  likely  successor  James  Wigdale  vice-chairman. 


MARTIN  MARIETTA 


NORMAN  R.  AUGUSTINE 


Bethesda,  Md.  301-897-6000 
SALES:  $5. 7  bil.    PROFITS:  $320  mil. 


MARKET  VALUE: 


.7  bil. 


►  Born  7/27/35,  Denver,  Colo.;  BS,  1957;  MS 
1959,  Princeton.  Career  path-engineering/ 


MASCO 


Richard  A.  Manoogian 


Taylor,  Mich.  313-274-7400 
SALES:  $2.4  bil.    PROFITS:  $288  mil. 
MARKET  VALUE:  $4.7  bil. 


(aeronautical  eng 

technical;  tenure-12  years,  CEO  2  years.  Compensation:  1988  sal 
ary  &  bonus,  $839,000;  ownership,  4,000  shares.  ►  Versatile  CEO 
who  enjoys  hiking,  hot-air  ballooning,  building  doll  houses.  Fo- 
cusing on  aerospace,  defense,  but  somewhat  buffered  from 
downturn  in  defense  spending  because  business  is  spread  over  so 
many  projects.  Order  backlog  tops  $12  billion.  Big  profit  boost 
from  sale  of  stake  in  Hoskyns  computer-services  company. 


►  Born  7/30/36,  Long  Branch,  N.  J.;  BA 
(econ.),  Yale,  1958.  Career  path-gen.  mgmt.;  tenure-31  years, 
CEO  21  years.  Compensation:  1988  salary  &  bonus,  $1,079,000; 
ownership,  1,896,000  shares.  ►  Already  makes  the  kitchen  sink, 
along  with  wide  line  of  plumbing  fixtures  in  such  brands  as  Delta 
and  Peerless.  But  his  three-year  acquisition  push  has  also  made 
company  one  of  the  world's  largest  furniture  makers.  Lines  in- 
clude Drexel  Heritage,  Henredon.  Selection  of  his  2,000-plus 
19th-century  American  paintings  is  touring  country. 
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MASCO  INDUSTRIES 


Richard  a.  Mansjogian 
Taijlor,  Mich.  313-274-7400 
SALES:  $1. 7  hil    PROFITS:  $82  mil 


MARKET  VALUE:  $686  mil. 

►  Born  7/30/36,  Long  Branch,  N.J.; 


BA 


(econ.),  Yale,  1958.  Career  path-gen.  mgmt.;  tenure-5  years,  CEO 
5  years.  Compensation:  1988  salary  &  bonus,  $300,000;  owner- 
ship, 6,437,000  shares.  ►  Industrial-products  spinoff  of  his  Masco 
Corp.  faces  slump  in  key  markets-auto  parts  and  architectural 
products.  Earnings  may  grow  only  6%  this  year-well  below  his 
often-stated  20'. '-plus  target.  Stock  has  been  languishing.  Still, 
he's  buying  manufacturexs  with  dominant  shares  in  their  niches, 
backing  them  with  hefty  R&D  and  marketing. 


MATTEL 


John  W.  Amerman 


Hawthorne,  Calif.  213-978-5150 
SALES:  $990  mil.    PROFITS:  $36  mil. 
MARKET  VALUE:  $924  mil. 

►  Born  1/28/32,  Newark,  N.  J.;  BA  (liberall 

arts),  Dartmouth,  1953;  MBA,  Amos  Tuck  (Dartmouth),  1954.  Ca-[ 
reer  path-merchandising/marketing;  tenure-9  years,  CEO  31 
years.  Compensation:  1988  salary  &  bonus,  $564,000;  ownership,! 
81,000  shares."  ►  Trains  German  shepherds  as  a  hobby.  Companyl 
now  on  a  tight  leash  after  turnaround.  Strategy  has  been  tol 
stress  basic  products  such  as  Barbie.  He's  not  ignoring  high  tech,I 
though.  Introducing  "Power  Glove,"  a  flashy  Nintendo  accesso-[ 
ry  that  should  cash  in  on  that  craze. 


MAXUS  ENERGY 


Charles  L.  Blackburn 


Dallas,  Tex.  214-953-2000 


SALES:  $575  mil.    LOSS:  $62  mil. 


market  VALUE: 


mil. 


►  Born  1/9/28,  Gushing,  Okla.;  BS  (eng.  phys- 
ics), U.  of  Okla.,  1952.  Career  path-engineering/technical;  ten- 
ure-3  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$608,000;  ownership,  7,000  shares.  ►  Free-spending  former  CEO 
William  Bricker  left  him  a  pile  of  debt  and  lots  of  angry  share- 
holders. To  appease  them  he's  shed  assets  and  perks  including 
Dallas  Cowboy  stadium  luxury  box  seats.  Critics  still  chafe  that 
he's  kept  the  old  board  that  approved  Bricker's  excesses.  No  divi- 
dends so  flak  will  keep  flying.  Hobbies  are  hunting  and  fishing. 


MAY  DEPARTMENT  STORES 

DAVID  C.  FARRELL 

St,  Louis,  Mo.  314-342-6300 

SALES:  $11. 7  bil.    PROFITS:  $503  mil. 


MARKET  VALUE:  $7.2  bil. 
►  Born  6/14/33,  Chicago,  III; 


BA  (liberal 

arts),  Antioch,  1956.  Career  path-merchandising/marketing;  ten-^ 
ure-33  years,  CEO  10  years.  Compensation:  1988  salary  &  bonus,! 
$1,331,000;  ownership,  307,000  shares.  ►  Hard-edged  manager] 
whose  retail  portfolio  includes  14  department-store  chains,  in-T 
eluding  Lord  &  Taylor,  Hecht's,  Sibley's.  Primary  growth  vehi-i 
cle:  low-priced,  high-fashion  Payless  ShoeSource  chain.  Wants  to 
sell  underperforming  Caldor  and  Venture  Discount  units.  May] 
use  proceeds  to  buy  back  stock,  boost  earnings  per  share. 


MAYTAG 

DANIEL  J.  KRUMM 

Newtoyi,  Iowa  515-792-8000 


SALES:  $1.9  bil.    I'ROFITS:  $136  mil. 
MARKET  VALUE:  $2.6  bil. 

►  Born  10/15/26,  Sioux  City,  Iowa;  BA  (busi- 
ness), U.  of  Iowa,  1950.  Career  path-merchandising/marketing; 
tenure-37  years,  CEO  16  years.  Compensation:  1988  salary  &  bo- 
nus, .$898,000';  ownership,  172,000  direct,  112,000  indirect  shares. 
►  Music  lover  dabbles  in  conducting.  Orchestrated  $1  billion  deal 
for  Chicago  Pacific,  maker  of  Hoovers-in  the  face  of  appliance 
slump,  rising  costs,  looming  price  war.  But  he  had  little  choice: 
Industry  is  consolidating  worldwide;  CP  gives  him  capacity  over- 
seas. And  $500  million  in  debt  helps  quell  takeover  rumors. 


MBIA 


WILLIAM  0.  Bailey 


Armonk,  N.  Y.  914-273-4545 
S\LES:  $151  mil.    PROFITS:  $92  mil. 
MARKET  VALUE:  $1  bil. 


►  Born  7/1/26,  Syracuse,  N.  Y.;  BA  (econ.)J 
Dartmouth,  1947;  MBA  (insurance),  Wharton,  1949.  Career  path-j 
insurance;  tenure-3  years,  CEO  3  years.  Compensation:  1988  sala-j 
ry  &  bonus,  $650,000;  ownership,  10,000  shares."  ►  New  municii 
pal-bond  issues  are  slowing,  but  his  niche-insuring  the  things-is 
doing  just  fine,  thank  you.  Premiums  keep  rolling  in  over  life  of 
bonds-as  long  as  30  years.  Profitable,  too,  and  no  wonder:  Hej 
hasn't  had  to  pay  a  claim  yet.  Branching  into  services  to  help  mu-| 
nicipal  execs  keep  track  of  complex  financings. 


MCA 

Lew  K.  Wasserman 


Universal  City,  Calif.  818-777-1000 
SALES:  $3  bil.    PROFITS:  $165  mil. 


MARKET  VALUE:  , 
►  Born  3/15/13, 


"4.8  bil. 

Cleveland,  Ohio.  Career 


iising/marketing;  tenure-53  years,  CEO  30  years. 
1988  salary  &  bonus,  $582,000;  ownership, 


path-me 
Compensi. 

5,200,000  di.  (-.OOO  indirect  shares.  ►  Talk  persists  of  possible 
sale  to  Japan  •-  or  merger  with  Disney.  Basis:  speculation  that 
he's  not  keen  on  i  aniing  over  reins  to  President  Sidney  Shein- 
berg.  Company  is  iioing  better  than  it  has  in  years.  Has  had  such 
huge  hits  as  Twins  and  Field  of  Dreams.  Back  to  the  Future  se- 
quel for  Christmas  is  likely  to  be  another  blockbuster. 


McCAW  CELLULAR  COMMUNICATIONS 

Craig  0.  McCaw 

Kirkland,  Wash.  206-827-4500 

SALES:  $311  mil.    LOSS:  $297  mil. 

MARKET  VALUE:  $6.5  bil. 

►  Born  8/11/49,  Centralia,  Wash.;  BA,  Stan] 
ford,  1973.  Career  path-strategic  planning,  operations;  ten] 
ure-20  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus] 
$304,000;  ownership,  19,307,000  shares.  ►  Visionary  dealmakerl 
already  nation's  No.  1  cellular  operator,  wants  more.  Buying  Me] 
tromedia's  cellular  business  for  $1.9  billion.  Moved  to  buy  LI>J 
Broadcasting;  opposing  bid  has  inside  track.  Debt-laden  companji 
loses  money,  may  not  break  even  before  '91.  British  Telecom  rej 
cently  bought  22%.  A  loner  on  the  job.  Likes  flying,  yachting. 


322  •  Business  Week,  October  20,  i9«<) 


FOOTNOTES  APPEAR  ON  PAGE  434 


The  ceo  lOOCi 


Gtuality  is  Job  1. 


Profile  in  quality  #3: 
Prevention. 

Ford  Motor  Company  believes  ^ 
in  prevention.  Beginning  with  ^ 
the  prototype  stage,  we  test  ^ 
models  of  our  Fords,  Mercurys 
and  Lincolns  on  a  gruelling 
"'roller  road''  shaker  machine. 
While  this  is  going  on,  our 
engineers  are  listening  for 
possible  squeaks  and  rattles  with 
highly  sensitive  stethoscopes 
(much  like  your  doctor  uses).  By  doing 
this,  we  can  help  engineer  squeaks 
and  rattles  out,  before  you  ever  get  in 
When  quality  is  job  1—you  don't  do 
i(  any  other  way  ,  . 


Fbrd,  Mercury,  Lincoln, 
Our  goal  is  to  build  the  highest 
fee  and  trucks  in  the  worl 


Buckle  up—ntether  we  can  save  lives. 


iks. 
uality  cars 


McCLATCHY  NEWSPAPERS 


ERWIN  REA  POTTs 

Sacramento,  Calif.  916-321-1000 

SALES:  $356  mil.    PROFITS:  $29  mil. 


MARKET  VALUE:  $752  mil. 

►  Born  4/20/32,  Pineville,  N.  C;  AB  (journal- 
ism), U.  of  N.  C,  1954.  Career  path-newspapers;  tenure-14 
years,  CEO  6  months.  Compensation:  1988  salary  &  bonus, 
$365,000;  ownership,  4,000  shares.  ►Took  over  "after  C.  K. 
McClatchy's  death,  ending  133-year  history  of  family  CEOs  and 
sparking  takeover  talk.  But  hostile  raid  would  be  tough,  since 
family-owned  stock  has  special  voting  power.  Plans  no  major 
changes,  as  C.  K.  already  divested  ventures  in  cable,  radio,  and 
TV  to  concentrate  on  newspapers.  Labor  problems  loom,  though. 


McCORMiCK 


CHARLES  P.  MCCORMICK  Jr. 
Hunt  Valley,  Md.  301-771-7301 
SALES:  $1.2  bil.    PROFITS:  $36  mil. 
MARKET  VALUE:  $859  mil. 
►  Born  5/29/28,  Baltimore,  Md.; 


attended 

Johns  Hopkins,  Duke.  Career  path-sales,  corp.  dev.;  tenure-41 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$689,000;  ownership,  8,000  shares.  ►  Spice  scion  is  cooking  up 
bigger  market  share,  higher  profits.  Repackaged  the  core  spice 
line.  Sold  a  real  estate  arm  for  $500  million,  using  cash  to  buy 
back  stock.  Working  to  lower  costs  for  ingredients,  improve  crop 
yields.  Now  he's  looking  for  a  big  acquisition  that  would  raise  his 
visibility  significantly  in  the  supermarket. 


McDERMOTT  INTERNATIONAL 

ROBERT  Edward  Howson 

New  Orleans,  La.  504-587-5400 

SALES:  $2.4  bil.    LOSS:  $115  mil. 


MARKET  VALUE:  $887  mil. 


►  Born  8/27/31,  New  Orleans,  La.;  BS  (civil 
19.53;  MS  (civil  eng.),  Tulane,  1961.  Career  path- 


eng.).  La.  Tech 

engineering/technical;  tenure-32  years,  CEO  1  year.  Compensa 
tion:  1988  salary  &  bonus,  $547,000';  ownership,  53,000  shares. 
►  Took  the  helm  last  year  amid  construction  slump  in  oil  rigs  and 
pipelines.  Has  several  big  projects  in  the  works,  and  his  order 
backlog  is  up  587f .  Nuke  outlook  is  also  better  these  days.  Cost- 
cutting  drive  is  starting  to  pay  off,  so  cash  flow  should  increase 
next  year.  Mammoth  debt  load,  which  has  swelled  since  last  year. 


MCDONALD'S 

Michael  R.  Quinlan 

Oak  Brook,  III.  312-575-3000 

SALES:  $5.5  bil.    PROFITS:  $646  mil. 

MARKET  VALUE:  $10.8  bil. 

►  Born  12/9/44,  Chicago,  111.;  BS,  1967;  MBA, 
1970,  Loyola.  Career  path-production/manufacturing;  tenure-26 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$900,000;  ownership,  113,000  direct,  101,000  indirect  shares. 
►  Uses  satellite  photos  to  scout  promising  locations.  (He's  look- 
ing at  car  traffic.)  Despite  fears  of  a  fast- food  glut.  No.  1  burger 
maker  is  opening  650  new  outlets  worldwide  this  year-up  from 
550  or  so.  Also  rolled  out  McChicken  sandwich  nationwide,  test- 
ing McPizza.  New,  potent  rival:  food  giants'  microwaveable  fare. 


McDonnell  douglas 


John  Finney  McDonnell 


.S7.  Louis,  Mo.  314-232-0232 
SALES:  $15.1  bil.    PROFITS:  $350  mil. 
MARKET  VALUE:  $2.8  bil. 


►  Born  3/18/38,  Baltimore,  Md.;  BS,  1960;  MS 
(aeronautical  eng.),  1962,  Princeton.  Career  path-engineering/ 
technical,  finance/accounting;  tenure-27  years,  CEO  2  years. 
Compensation:  1988  salary  &  bonus,  $681,000;  ownership, 
1,154,000  direct,  3,096,000  indirect  shares.  ►  Things  are  so  good, 
they're  too  good.  Swamped  by  demand  for  MD-80  jetliner,  new 
MD-11  widebody.  He  expects  a  reorganization  to  fix  troublesome 
bottlenecks.  Defense  cuts  hurt-though  huge  new  A-12  program 
should  keep  McDonnell's  defense  sales  airborne  for  years. 


McGRAW-HiLL 

JOSEPH  L.  DIONNE 
New  York,  N.  Y.  212-512-4444 
SALES:  $1.8  bil.    PROFITS:  $186  mil. 
MARKET  VALUE:  $3.9  bil. 
►  Born  6/29/33,  Montgomery,  Ala 


BA 

(1955),  MS  (1957),  Hofstra;  EdD,  Columbia,  1965.  Career  path- 
education;  tenure-23  years,  CEO  6  years.  Compensation:  1988  sal- 
ary &  bonus,  $1,034,000;  ownership,  73,000  shares.  ►  Ex-teacher 
enjoys  strategic  thinking,  but  now  trying  to  boost  sluggish  oper- 
ating earnings.  Venture  with  Macmillan's  Robert  Maxwell  in 
school  books;  strong  year  for  flagship  magazine  BUSINESS 
WEEK.  Sold  interest  in  Japanese  magazines,  some  domestic  pub- 
lications. More  cost  cutting  likely;  takeover  rumors  continue. 


MCI  COMMUNICATIONS 


Wn.LIA.M  G.  MCGOWAX 


Washington,  D.  C.  202-872-1600 
SALES:  $5.1  bil.    PROFITS:  $356  mil. 
MARKET  VALUE:  $9.6  bil. 
►  Born   12/10/27,   Wilkes-Barre,  Pa.; 


BS 

.),  Kings  Coll.,  1950;  MBA,  Harvard,  1953.  Career  path-fi- 
nancf 'accounting,  consulting;  tenure-21  years,  CEO  21  years. 
Comir.  fisation:  1988  salary  &  bonus,  $1,853,000;  ownership, 
4,186,',,'Ou  shares.  ►  Slowing  down  after  '87  heart  transplant? 
Well,  he ;  tojiped  working  Sundays.  Long-distance  company  keep- 
ing up  the  \i.x:'('  as  profits  soar,  cash  flow  turns  positive.  Lost  gi- 
ant government  contract,  but  he's  battling  back,  investing  heavi- 
ly in  modernization.  Spends  few  free  hours  at  Virginia  retreat. 


McKESSON 

.\EIL  E.  HARLAN 


San  Francisco,  Calif.  415-983-8300 

SALES:  $7  bil.    PROFITS:  $94  mil. 

MARKET  VALUE:  $1.5  bil. 

►  Born  6/2/21,  Cherry  Valley,  Ark.;  BS  (busi- 
ness), U.  of  Ark.,  1947;  MBA  (1950),  DBA  (1956),  Harvard.  Career 
path-finance/accounting;  tenure-25  years,  CEO  1  month.  Com- 
pensation: 1988  salary  &  bonus,  NA.*'  ►  He'd  rather  be  at  the 
helm  of  his  boat,  Nob  Hillbilly,  in  Florida.  But  a  year  after  leav- 
ing as  chairman,  he's  back  in  the  CEO  saddle.  Main  job:  replacing 
Thomas  Field,  who  left  in  September.  Field's  mistake:  failing  to 
come  up  with  a  convincing  plan  for  growth  at  drug-distribution 
company  after  a  decade-long  restructuring. 
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ORPORATE  ELITE 


MCN 


Alfred  Robinson  Glancy  III 

Detroit,  Mich.  313-256-5500 

SALES:  $1.3  bil.    PROFITS:  $49  mil. 

MARKET  VALUE:  $5U  mil. 

►  Born  3/14/38,  Detroit,  Mich.;  BS  (econ. 


Princeton,  1960;  MBA,  Harvard,  1962.  Career  path-merchandis- 
ing/marketing, finance/accounting;  tenure-27  years,  CEO  6 
years.  Compensation:  1988  salary  &  bonus,  $431,000;  ownership, 
114,000  shares.'^  ►  Runs  company  spun  off  from  Primark,  then 
folded  into  holding  company.  Moving  into  nonregulated  lines, 
though  in  tiny  steps:  data  processing,  pipeline,  retail.  Joined  utili- 
ty in  part  to  step  out  of  shadows  of  father,  a  wealthy  developer, 
and  grandfather,  1920s'  head  of  what's  now  Pontiac. 


MDU  RESOURCES  GROUP 


JOHN  A.  SCHUCHART 

Bismarck,  N.  D.  701-222-7900 

SALES:  $3U  mil.    PROFITS:  $35  mil. 

MARKET  VALUE:  $39^  mil. 

►  Born  11/13/29,  Omaha,  Neb.;  BS  (business 
admin.),  U.  of  Neb.  at  Omaha,  1950.  Career  path-finance/ac- 
counting; tenure-14  years,  CEO  9  years.  Compensation:  1988  sala- 
ry &  bonus,  $240,000;  ownership,  30,000  direct,  14,000  indirect 
shares.  ►  Winds  of  winter  blew  this  year,  giving  utility's  earn- 
ings a  boost.  Cost-containment  program  helped,  too.  Push  to  lure 
big  industrial  customers  back  to  gas.  Marketing  to  consumers  as 
well,  with  pitch  for  gas  water  heaters.  Big  lawsuit  by  Arco  over 
broken  take-or-pay  contract  still  looms.  Likes  history,  travel. 


MEAD 


BURNELL  R.  ROBERTS 


Dayton,  Ohio  513-222-6323 
SALES:  $4.5  bil.    PROFITS:  $364  mil. 
MARKET  VALUE:  $2.9  bil. 


►  Born  5/6/27,  Lafayette  Co.,  Wis.;  BBA,  U. 
of  Wis.,  1950;  MBA,  Harvard,  1957.  Career  path-finance/account- 
ing; tenure-23  years,  CEO  7  years.  Compensation:  1988  salarv  & 
bonus,  $1,195,000^;  ownership,  37,000  direct,  2,000  indirect 
shares.  ►  Likes  to  talk  up  virtues  of  long-range  strategy-and 
he's  planning  to  take  a  few  short-term  earnings  hits  to  improve 
performance  down  the  road.  He's  restructuring  paper  business, 
expanding  investment  in  electronic  data  retrieval.  Still,  Wall 
Street  has  no  complaints.  After  hours,  collects  modern  art. 


MEASUREX 


DAVID  A.  BOSSEN 


Cupertino,  Calif.  408-255-1500 
SALES:  $265  mil.    PROFITS:  $37  mil. 


MARKET  VALUE:  $556  mil. 

►  Born  1/9/27,  Clinton,  Iowa;  BS  (indust. 
Career  path-engineering/ technical; 


mgmt.),  MIT,  1951.  Career  path-engineering/technical;  ten- 
ure-22  years,  CEO  22  years.  Compensation:  1988  salary  &  bonus, 
$581,000;  ownership,  481,000  direct,  50,000  indirect  shares. 
►  Now  seeing  big  payoff  from  joint-development  projects  he 
struck  with  Ford  and  IBM  for  systems  to  monitor  and  control  pro- 
duction; should  help  him  stay  an  industry  leader.  One  piece  of 
software'  could  become  the  1-2-3  of  computer-integrated  manu- 
facturing. Shopkeeper's  son  has  20  patents  to  his  credit. 


MEDCO  CONTAINMENT  SERVICES 

MARTIN  J.  WYGOD 

Fair  Lawn,  N.  J.  201-794-9010 

SALES:  $503  mil.    PROFITS:  $22  mil. 

MARKET  VALUE:  $741  mil. 

►  Born  2/1/40,  New  York,  N.  Y.;  BS,  NYU, 
1961.  Career  path-finance/accounting;  tenure-12  years,  CEO  6 
years.  Compensation:  1988  salary  &  bonus,  $281, 000^;  ownership, 
2,320,000  direct,  65,000  indirect  shares.  ►  The  "containment"  in 
the  name  is  health-cost  containment,  and  linking  up  with  employ- 
ers, insurers  to  peddle  prescription  drugs  by  mail  is  a  gold  mine. 
Now,  this  strategic  thinker  is  moving  to  design  other  cost-saving 
plans  for  insurers.  One  scheme:  drug  reimbursement  only  if  em- 
ployees buy  from  the  mail-order  service. 


MEDIA  GENERAL 


JAMES  Stanley  Evans 


Richmond,  Va.  804-649-6000 
SALES:  $739  mil.    PROFITS:  $9  mil. 


MARKET  VALUE:  $1  bil. 


►  Born  4/28/21,  Joplin,  Mo.;  BS  (chem.  eng.), 
Purdue,  1942.  Career  path-production/manufacturing,  manage- 
ment; tenure-16  years,  CEO  5  years.  Compensation:  1988  salary 
&  bonus,  $594,000;  ownership,  80,000  direct,  29,000  indirect 
shares.  ►  Likable,  approachable  boss  fended  off  Burt  Sugarman. 
Now,  struggling  with  soft  ad  market,  tough  competition  in  news- 
papers, a  newsprint  glut.  But  Tampa  TV  station,  cable  business 
flourish.  Sets  strategy  and  runs  daily  operations.  Works  closely 
with  Stuart  Bryan,  whose  family  owns  much  of  the  stock. 


MEDICAL  CARE  INTERNATIONAL 

DONALD  E.  STEE.N 

Dallas,  Tex.  214-490-3190 

SALES:  $102  mil.    PROFITS:  $8  mil. 

MARKET  VALUE:  $371  mil. 

►  Born  11/15/46,  Rochester,  N.  Y.;  BS  (pub. 
admin.),  U.  of  Mo.,  1968.  Career  path-accounting;  tenure-8  years, 
CEO  8  years.  Compensation:  1988  salary  &  bonus,  $293,000;  own- 
ership, 80,000  shares.  ►  Building  a  chain  of  outpatient  surgical 
clinics  as  alternative  to  hospital  admission.  It's  been  a  tough 
fight,  since  medicare  administrators  favor  outpatient  surgery 
performed  in  hospital  setting.  One  tactic,  common  in  health  care 
field  and  now  under  fire:  Cut  doctors  in  as  partners  in  local  clinics 
to  encourage  referrals.  When  he  has  time,  he's  an  avid  golfer. 


MEDTRONIC 

WINSTON  R.  WALLIN 


Minneapolis,  Minn.  612-574-4000 
SALES:  $742  mil.    PROFITS:  $97  mil 


MARKET  VALUE:  $1. 7  bil. 


►  Born  3/6/26,  Minneapolis,  Minn.;  BA  (busi- 
ness admin.),  U.  of  Minn.,  1948.  Career  path-merchandising/mar- 
keting; tenure-4  years,  CEO  4  years.  (Compensation:  1988  salary 
&  bonus,  $671,000;  ownership,  41,000  shares.  ►  Quiet,  well-liked 
ex-Pillsbury  manager  has  his  hands  full  at  this  pacemaker  com- 
pany. Growth  for  its  Activitrax  variable  pacemaker  may  be  peak- 
ing, putting  pressure  on  diversifications  in  angioplasty,  heart 
valves,  and  pain  control.  Looking  forward  to  retiring  in  1991,  he 
hkes  to  do  "absolutely  nothing"  in  spare  time. 
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3  office,weVe  changed  how  you  work  in  it 


Our  PCs  are  being  seen  in 
lore  and  more  offices. 

They're  also  being  seen  out  of 
lore  and  more  offices. 

That's  because  not  only  can 
ur  machines  do  anything  a  desktop 
an  do,  they  can  do  it  j  ust  about 
nywhere  you  want. 

They're  small  enough  and 


rugged  enough  to  stand  up  to  con- 
stant traveling.  And  they  have  the 
power  to  run  whatever  software 
you're  using. 

What's  more,  our  full  line  of 
PCs  includes  three  new  machines. 
First,  our  T1600,  a  battery  pow- 
ered 286.  Second,  our  T3100e,  the 
enhanced  successor  to  our  award 


winning  T3100/20.  And,  finally, 
our  20MHz,  386-based  T5200,  a 
portable  workstation. 

All  are  capable  of  being  inte- 
grated in  your  networked  system. 

Or  of  being  packed  up  and 
taken  with  you. 

Even  if  you're  only  taking 
them  down  the  hall. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba  Amenca  Information  Systems,  Inc..  Computer  Systems  Division 


T  H  E    C  0  RP 0  R AC  E  ELITE 


MELLON  BANK 


Frank  V.  Cahouet 


Pittsburgh,  Pa.  412-234-5000 
SALES:  $3.3  bil.    LOSS:  $65  mil. 


MARKET  VALUE:  $1.2  bil. 
►  Born  5/25/32,  Boston, 


Mass.;  AB  (busi- 
ness), Harvard,  1954;  MBA,  Wharton,  1959.  Career  path-banking, 
administration;  tenure-2  years,  CEO  2  years.  Compensation:  1988 
salary  &  bonus,  $976,000;  ownership,  32,000  shares.  ►  Outsider's 
turnaround  of  clubby  bank  tough  but  worst  may  be  over.  After 
more  than  $900  million  in  losses,  earnings  could  hit  $250  million 
this  year.  Ditched  risky  national,  international  thrusts  that 
caused  losses.  He'll  stay  closer  to  home,  focusing  on  traditional 
strengths.  Must  keep  up  the  pace  to  stay  ahead  of  raiders. 


MELVILLE 


Stanley  P.  Goldstein 


Harrison,  N.  Y.  914-253-8000 

SALES:  $6.8  bil.    PROFITS:  $355  mil. 

MARKET  VALUE:  $5.8  bil. 

►  Born  6/5/34,  Woonsocket,  R.  I.;  BS  (econ.), 
Wharton,  1955.  Career  path-merchandising/ marketing;  tenure- 
20  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$1,073,000;  ownership,  197,000  shares."  ►  Founded  CVS  drug- 
store chain  that  was  acquired  by  this  fast-growing,  diverse  retail- 
er. With  its  eclectic  mix,  one  division  is  usually  hot.  Kay-Bee  toys 
has  ridden  Nintendo  craze.  As  that  cools,  leather  stores  are  pick- 
ing up,  Marshall's  off-price  chain  is  bouncing  back.  Shoe  shops 
are  coming  through,  too-though  they  were  late  in  sneakers. 


I 


MENTOR  GRAPHICS 


THOMAS  H.  BRUGGERE 


Beaverton,  Ore.  503-626-7000 
SALES:  $301  mil.    PROFITS:  $34  mil. 


MARKET  VALUE:  $622  mil. 


►  Born  2/18/46,  Berkeley,  Calif.;  BS  (mathe- 
matics), U.  of  Calif,  at  Santa  Barbara,  1968;  MS  (computer  sci.),  U. 
of  Wis.,  1972;  MBA,  Pepperdine,  1975.  Career  path-engineering/ 
technical;  tenure-8  years,  CEO  8  years.  Compensation:  1988  sala- 
ry &  bonus,  $339,000;  ownership,  428,000  shares.  ►  Few  techies 
stay  hot  for  long,  so  everyone's  waiting  for  him  to  stumble. 
Hasn't  happened  yet.  Broad  range  of  design  automation  pro- 
grams still  outpaces  rivals.  But  competitors  rebounding.  Now  he 
must  make  software  run  on  more  than  one  brand  of  computer. 


MERCANTILE  BANCORPORATION 

THOMAS  H.  JACOBSEN 

St.  Louis,  Mo.  314-425-2525 

SALES:  $673  mil.    PROFITS:  $29  mil. 

MARKET  VALUE:  $456  mil. 

►  Born  10/15/39,  Chicago,  III;  BS  (econ.), 
Lake  Forest,  1963;  MBA  (finance),  U.  of  Chicago,  1968.  Career 
path-banking;  tenure-7  months,  CEO  7  months.  Compensation: 
1988  salary  &  bonus,  NA;  ownership,  NA.  ►  Lured  from  Barnett 
Bank  of  Florida  to  shake  things  up  here,  and  he  has  plenty  to  do. 
Trimming  portfolio  in  energy,  real  estate,  credit  cards  to  focus  on 
middle  market  and  consumer  lending.  But  he  has  tough  competi- 
tion in  Boatmen's  Bancshares,  which  beat  his  predecessor  Don 
Lasater  in  a  battle  to  acquire  Centerre  Bancorp. 


li 


MERCANTILE  BANKSHARES 

HENRY  FURLONG  BALDWIN 

Baltimore,  Md.  301-237-5900 

SALES:  $362  mil.    PROFITS:  $53  mil. 

MARKET  VALUE:  $670  mil. 

►  Born  1/15/32,  Baltimore,  Md.;  AB  (history), 
Princeton,  1954.  Career  path-finance/accounting;  tenure-33 
years,  CEO  13  years.  Compensation:  1988  salary  &  bonus, 
$714,000;  ownership,  48,000  shares.  ►  "Baldy"  to  pals,  he's  popu- 
lar with  fans  of  conservative  banking.  Stays  away  from  LBO 
lending,  stays  close  to  longtime  clients.  Low  loan  losses,  basking 
in  robust  local  economy.  Mentioned  as  takeover  candidate,  but 
he's  been  doing  some  acquiring  of  his  own.  Bought  $64  million 
Eastern  Shore  National  Bank  last  year. 


MERCANTILE  STORES 

DAVID  R.  HUHN 

New  York,  N.  Y.  212-560-0500 
SALES:  $2.3  bil.    PROFITS:  $144  mil. 


MARKET  VALUE:  $1.8  bil. 

►  Born  10/18/37,  Cincinnati,  Ohio;  BS(econ.), 
Xavier,  1959.  Career  path-merchandising/marketing;  tenure-30 
years,  CEO  1  month.  Compensation:  1988  salary  &  bonus, 
$502,000;  ownership,  3,000  direct,  11,000  indirect  shares.  ►  Com- 
pany lifer  takes  over  low-profile,  low-growth  department  store 
chain  from  early  retiring  predecessor.  He's  holding  steady:  open- 
ing larger  stores,  emphasizing  fashion  goods.  Based  in  Cincin- 
nati, he'll  move  headquarters  there  from  New  York.  After  hours, 
he's  an  American  history  buff,  spends  time  visiting  key  sites. 


MERCHANTS  NATIOHAL 


OTTO  NICHOLAS  FRENZEL  IH 


Indianapolis,  Ind.  317-267-7000 
SALES:  $452  mil.     PROFITS:  $44  mil. 
lARKET  VALUE: 
^  Born  12/1/30 


\57  mil. 


Indianapolis,  Ind.;  BS  (fi- 
nance), Wharion,  1954.  Career  path-finance/accounting;  ten- 
ure-33 years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$505,000;  ownership,  329,000  direct,  903,000  indirect  shares. 
►  Sixth  family  member  to  :.'un  the  bank.  Pursuing  a  "fill-in" 
strategy:  Buying  smaller  banks  and  building  market  share 
where  he  already  has  a  presence.  Loan  portfolio  looking  healthier 
as  he  unloads  LDC  debt.  Getting  a  boost  from  selling  banking  ser- 
vices to  military  men  and  women  overseas. 


MERCK 


P.  ROY  VAGELOS 


Rahway,  N.  J.  201-594-4000 
SALES:  $5.9  bil.    PROFITS:  $1.2  bil. 
MARKET  VALUE:  $29.3  bil. 


►  Born  10/8/29,  Westfield,  N.  J.;  AB  (chem.), 
U.  of  Pa.,  1950;  MD,  Columbia  U.  Coil,  of  Phys.  &  Surgeons,  1954. 
Career  path-biomedical  research;  tenure-14  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $1,608,000;  ownership, 
473,000  shares.  ►  Dr.  Research.  Drug  maker's  R&D  bud- 
get-10.8%  of  sales-is  among  industry's  highest.  Pays  off  in  great 
results.  Sales  of  blood  pressure  drug  Vasotec  jumped  60%,  to  $1 
billion  last  year.  Other  likely  winners:  cholesterol-lowering  Me- 
vacor,  prostate  drug  Proscar.  Committed  to  AIDS  research. 
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MEREDITH 


Jack  d.  Rehm 


Des  Moines,  Iowa  515-284-3000 

SALES:  $678  mil.    PROFITS:  $37  mil. 

MARKET  VALUE:  $679  mil. 

►  Born  10/10/32,  Yonkers,  N.  Y.;  BS  (market- 
ing, bus.  admin.),  Holy  Cross,  1954.  Career  path-merchandising/ 
marketing;  tenure-27  years,  CEO  8  months.  Compensation:  1988 
salary  &  bonus,  $482,000;  ownership,  16,000  shares.  ►  Veteran  ad 
salesman  presides  over  a  stable  of  well-known  magazines,  includ- 
ing Ladies  Home  Journal  and  Better  Homes  a  jid  Gardens.  Fac- 
ing soft  ad  market,  modernization  costs  at  50%-owned  printing 
unit,  high  program  costs  at  TV  stations.  Also  struggling  with 
postage,  paper  costs.  Looking  for  alternatives  to  mail  delivery. 


^  MERIDIAN  BANCORP 


Samuel  a.  McCullough 


Reading,  Pa.  215-320-2000 
SALES:  $950  mil.    PROFITS:  $86  mil. 
market  VALUE:  $878  mil. 


►  Born  11/10/38,  Pittsburgh,  Pa.;  BS  (busi- 


ness admin.),  U.  of  Pittsburgh,  1960.  Career  path-finance/ac- 
counting; tenure-14  years,  CEO  11  years.  Compensation:  1988  sal- 
ary &  bonus,  $619,000;  ownership,  4,000  direct,  33,000  indirect 
shares.  ►  After  six  years  of  growth,  mergers,  he's  acquiring 
again.  Lost  out  in  bidding  for  First  Pennsylvania,  but  remains 
hungry  as  local  real  estate  softens,  more  loans  sour,  margins  dip. 
Diversifying  into  merchant  banking.  If  he  doesn't  buy  some- 
thing, this  oft-rumored  takeover  target  could  be  vulnerable. 


MERRILL  LYNCH 


William  Allen  Schreyer 

New  York,  N.  Y.  212-449-1000 

SALES:  $10.5  Ml.    PROFITS:  $463  mil. 

MARKET  VALUE:  $3.5  bil. 

►  Born  1/13/28,  Williamsport,  Pa.;  AB  (busi- 
ness), Penn.  State,  1948.  Career  path-administration;  tenure-41 
years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$2,500,000;  ownership,  228,000  shares.  ►  Stockbroker's  son  on  a 
roll  at  the  biggest  brokerage  house.  Unlikely  marriage  of  dispa- 
rate business-capital  markets  and  retail-showing  signs  of  suc- 
cess. Merrill  paced  the  Street  in  underwriting  revenues,  helped  fi- 
nance high-profile  RJR  Nabisco  buyout.  Retail  business, 
depressed  after  the  crash,  is  coming  back. 


METRO  MOBILE  CTS 


George  Lyle  Lindemann 


New  York,  N.  Y.  212-605-0800 


SALES:  $56  mil.    LOSS:  $37  mil. 

MARKET  VALUE:  $1.5  bil. 

►  Born  3/26/36,  New  York,  N.  Y.;  BS  (econ., 
finance),  Wharton,  1958.  Career  path-prod. /mfg.,  telecommuns.; 
tenure-10  years,  CEO  6  years.  Compensation:  1988  salary  &  bo- 
nus, $387,000;  ownership,  3,300,000  shares.'"  ►  Last  year's  bid 
for  Centel  fizzled,  but  this  horse-breeding  enthusiast  isn't  crying. 
Lucrative  New  York-Boston  cellular  phone  franchises  producing 
third  windfall  after  earlier  fortunes  from  pharmaceuticals,  cable 
TV.  With  cellular  operations  improving  by  the  quarter,  should 
mature  into  cash  machine-maybe  attract  takeover  interest. 


MEYER  (FRED) 


FREDERICK  M.  Stevens 


Portland,  Ore.  503-232-8844 
SALES:  $2.1  bil.    PROFITS:  $37  mil. 
MARKET  VALUE:  $448  mil. 
►  Born  10/8/36,  Jonesboro,  Ark 


BS,  La. 

State,  1959.  Career  path-merchandising/ marketing;  tenure- 
1  year,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$305,000'''';  ownership,  22,000  shares.**  ►  "Steve"  is  making  his 
mark  on  "Freddy's,"  general  merchandise  chain  with  112  stores 
in  the  West.  A  veteran  of  K  mart,  he's  focusing  on  better  coordi- 
nation among  departments.  Also  tinkering  with  electronic  scan- 
ning, store  layouts,  new  baked  goods.  Plans  call  for  20  new  stores 
through  1991.  Prefers  to  spend  time  in  stores,  not  office. 


MGM/UA  COMMUNICATIONS 


Jeffrey  C.  Barbakow 

Beverly  Hills,  Calif.  213-281-4000 

SALES:  $675  mil.    LOSS:  $49  mil. 


MARKET  VALUE:  $993  mil. 
►  Born  4/3/44,  Los  Angeles,  Calif.; 


BS  (de- 
sign), San  Jose  St.,  1966;  MBA,  USC,  1968.  Career  path-invest- 
ment banking;  tenure-1  year,  CEO  1  year.  Compensation:  1988 
salary  &  bonus,  $1,000,000;  ownership,  5,000  shares."  ►  F^ormer 
investment  banker  entertainment  greenhorn,  just  what  big 
shareholder  Kirk  Kerkorian  wanted.  Held  year-long  auction  of 
company,  settled  on  $1.5  billion  buyout  from  Aussie  media  and 
hotel  baron  Christopher  Skase.  Deal  will  close  by  New  Year's.  He 
won't  go  away  empty-handed:  His  cut  is  more  than  $30  million. 


MICHIGAN  NATIONAL 

ROBERT  J.  MYLOD 

Farmington  Hills,  Mick.  313-473-8600 

SALES:  $1  bil.    PROFITS:  $93  mil. 

MARKET  VALUE:  $844  mil. 

►  Born  11/21/39,  Brooklyn,  N.  Y.;  BA,  St. 
John's,  1961.  Career  path-finance/accounting;  tenure-5  years, 
CEO  5  years.  Compensation:  1988  salary  &  bonus,  $639,000;  own- 
ership, 9,000  shares.  ►  Used  to  run  Fannie  Mae,  but  grew  rest- 
less in  the  bureaucracy.  Isn't  likely  to  find  this  banking  job  too 
dull.  Three  years  of  record  earnings  under  his  belt  and  he's  still 
shuffling  the  deck.  Bought  sick  California  thrift  last  year,  sold 
off  highly  profitable  credit  card  business  for  $228  million.  Re- 
cently hired  M&A  specialist  to  help  scout  acquisitions. 


MICRON  TECHNOLOGY 


JOSEPH  L.  PARKINSON 
Boise,  Idaho  208-383-4000 


SALES:  $301  mil.  PROFITS:  $98  mil. 
MARKET  VALUE:  $464  mil. 


►  Born  8/6/45,  San  Antonio,  Tex.;  BA,  Co- 
lumbia, 1967;  JD,  Tulane  Law,  1971;  LLM  (taxation),  NYU  Law, 
1972.  Career  path-legal,  business;  tenure-1 1  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $691,000;  ownership,  50,000 
shares.  ►  A  principal  beneficiary  of  a  U.  S.-Japanese  trade  agree- 
ment. With  the  boom  in  personal  computers,  his  computer  memo- 
ry chipmaker  is  rolling  in  profits.  But  current  price  drops  herald 
tougher  times.  A  workaholic  who  founded  the  company  with  his 
brother,  he  escapes  to  his  ranch  to  hunt  and  mend  his  fences. 
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MICROSOFT 

William  H.  Gates  III 
Redmond,  Wash.  206-882-8080 


SALES:  $591  mil.    PROFITS:  $124  mil. 


MARKET  VALUE:  $3.3  Ml. 


►  Born  10/28/57,  Seattle,  Wash.;  attended 
Harvard.  Career  path-engineering/technical;  tenure-14  years, 
CEO  14  years.  Compensation:  1988  salary  &  bonus,  $175,000;  own- 
ership, 20,535,000  shares.  ►  Probably  one  of  the  world's  most  eli- 
gible bachelors.  Too  bad  he's  such  a  workaholic.  Software's  boy- 
wonder  billionaire  keeps  increasing  his  dominance  with 
operating  system  for  all  IBM  PCs,  PS/2s,  clones.  Also  more  appli- 
cations programs,  including  rumored  data-base  management. 
Price  of  success:  Exceedingly  high  Wall  Street  expectations. 


MIDLANTIC 

Robert  Van  Buren 


Edison,  N.  J.  201-321-8000 

SALES:  $1.8  bil.    PROFITS:  $223  mil. 

MARKET  VALUE:  $1. 7  bil. 

►  Born  4/23/25,  Plainfield,  N.  j!;  AB  (econ.), 
Washington  &  Lee,  1950;  MBA,  NYU,  1956.  Career  path-fi- 
nance/accounting; tenure-18  years,  CEO  12  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,093,000';  ownership,  93,000  direct, 
2,000  indirect  shares.*  ►  Led  super-regional  beyond  New  Jersey, 
Pennsylvania  with  acquisition  of  five  upstate  New  York  banks. 
Ahead  of  rivals  in  establishing  branches.  His  aggressive  bank 
bills  itself  as  the  "hungry  banker."  Clouds?  Construction  loans. 
New  Jersey's  soft  real  estate  market. 


I 


MIDWEST  ENERGY 


RUSSELL  E.  CHRISTIANSEN 


Sioux  City,  Iowa  712-277-7^00 
SALES:  $570  mil.    PROFITS:  $U  mil. 


MARKET  VALUE:  $437  mil. 

►  Born  5/19/35,  Jefferson,  S.  D^;  BS  (eng.), 
S.  D.  State,  1959.  Career  path-engineering/technical;  tenure-30 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$225,000;  ownership,  3,000  direct,  4,000  indirect  shares.^  ►  Active 
outdoorsman  is  big  on  diversity.  Utility  holding  company  is  build- 
ing a  huge  real  estate  project,  complete  with  Arnold  Palmer-de- 
signed golf  course.  Also  buying  gas  companies,  moving  into  new 
markets.  Earnings  off  a  little,  but  heat  wave  skewed  '88  num- 
bers. He  helped  construct  four  non-nuke  power  plants. 


MILLER  (HERMAN) 

Richard  H.  Ruch 


Zeeland,  Mich.  616-772-3300 

SALES:  $7U  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  $519  mil. 

►  Born  4/15/30,  Plymouth,  Ind.;  BA  (econ., 
accounting),  Mich.  State,  1952.  Career  path-finance/accounting, 
production/manufacturing,  admin.;  tenure-34  years,  CEO  2 
years.  Compensation:  1988  salary  &  bonus,  $310,000;  ownership, 
97,000  direct,  18,000  indirect  shares.  ►  Furniture  maker  doing 
better  than  its  industry,  but  things  are  tough.  With  his  market  al- 
most flat,  faces  price  competition,  margin  squeeze.  Launching 
new  products,  slashing  costs,  pushing  into  Japan.  An  accountant, 
but  furniture  is  in  his  blood:  His  father  was  a  cabinetmaker. 


MILLIPORE 


JOHN  A.  GILMARTIN 
Bedford,  Mass.  617-275-9200 
SALES:  $622  mil.    PROFITS;  $55  mil. 


MARKET  VALUE:  $966  mil. 

►  Born  3/29/42,  Hackensack,  N.  J.;  BS  (fi- 
nance), Penn.  State,  1965;  MBA  (gen.  mgmt.).  Harvard,  1967.  Ca- 
reer path-finance/accounting;  tenure-10  years,  CEO  3  years. 
Compensation:  1988  salary  &  bonus,  $448,000;  ownership,  74,000 
shares.  ►  Took  over  reins  of  the  water-purification  company  af- 
ter predecessor  died  in  helicopter  crash.  Has  broadened  company 
and  made  it  a  leader  in  separation  technology  used  in  biotech. 
That  has  meant  growth  in  a  lackluster  market.  Now  seeking 
overseas  sales.  Shuns  Boston  suburbs  for  Back  Bay  townhouse. 


MINNESOTA  MINING  &  MFG. 

ALLEN  F.  JACOBSON 

St.  Paul,  Minn.  612-733-1110 

SALES:  $10.6  bil.    PROFITS:  $1.2  bil. 

MARKET  VALUE:  $17.1  bil. 

►  Born  10/7/26,  Omaha,  Neb.;  BS  (eng.), 
Iowa  State,  1947.  Career  path-production/manufacturing,  line 
mgmt.;  tenure-42  years,  CEO  4  years.  Compensation:  1988  salary 
&  bonus,  $1,081,000;  ownership,  20,000  direct,  5,000  indirect 
shares.  ►  His  five-year  cost-cutting  program  seems  to  be  paying 
off:  After  missing  a  few  financial  goals  in  the  '80s,  3M  turned  in 
record  earnings;  they're  up  again  this  year.  Still  doing  battle  with 
Japanese  in  floppy  disks,  videotapes-but  businesses  now  turn  a 
profit.  "Jake"  likes  photography,  gardening. 


MINNESOTA  POWER  &  LIGHT 

AKKM)  J.  SANUBULTE 

Duluth,  Minn.  218-722-2641 

SALES:  $460  mil.    PROFITS:  $73  mil. 

MARKET  VALUE:  $763  mil. 

•  4  ►  Born  12/9/33,  Sioux  Center,  Iowa;  BSEE, 
Iowa  State,  1959;  MBA,  U.  of  Minn.,  1966.  Career  path-engineer- 
ing/technical, finance/accounting;  tenure-25  years,  CEO  1  year. 
Compensation:  1988  salary  &  bonus,  $406,000;  ownership,  12,000 
shares.  ►  Battered  ore  uroducers-his  utility's  biggest  custom- 
ers-are coming  back.  And  growing  wood-products  customers 
help.  Still,  he  wants  25%  of  earnings  from  nonelectric  by  1992. 
Best  prospects:  water  utilities  and  50%  stake  in  paper  mill.  Hang- 
ing up  on  the  phone  business.  YMCA  sof tball  first  baseman. 


MITCHELL  EHERGY  &  DEVELOPMENT 


George  P.  Mitchell 


The  Woodlands,  Tex.  713-363-5500 

SALES:  $577  mil.    PROFITS:  $1  mil. 

MARKET  VALUE:  $937  mil. 

►  Born  5/21/19,  Galveston,  Tex.;  BS  (petro. 
eng.,  geology),  Tex.  A&M,  1940.  Career  path-engineering/techni- 
cal;  tenure-43  years,  CEO  30  years.  Compensation:  1988  salary  & 
bonus,  $505,000;  ownership,  28,459,000  shares.  ►  Rebounding 
from  energy  and  real  estate  bust.  Renegotiated  gas  contracts, 
paying  down  debt.  Home  sales  at  The  Woodlands,  his  25,000-acre 
real  estate  project,  are  bounding  back.  His  oil-and-gas  unit  is  just 
waiting  for  higher  prices.  Son  of  Greek  immigrants  founded  re- 
search consortium  of  Texas  universities. 


330  •  Business  Week.  October  20.  1989 


FOOTNOTES  APPEAR  ON  PAGE  434 


The  ceo  1000 


THE  CORPORATE 


MNC  FINANCIAL 

Alan  Penniman  Hoblitzell  Jr. 

Baltimore,  Md.  301-2U-5000 

SALES:  $2  bil.    PROFITS:  $170  mil. 

MARKET  VALUE:  $1. 7  bil. 

►  Born  6/13/31,  St.  Louis,  Mo.;  BS,  Princeton, 
1953.  Career  path-administration;  tenure-33  years,  CEO  10 
years.  Compensation:  1988  salary  &  bonus,  $772,000;  ownership, 
20,000  shares.  ►  Sails  and  gardens  in  off  hours.  At  work,  he 
pushes  hard  for  growth  at  bank  holding  company,  state's  largest. 
Buying  Equitable  bank  boosted  assets  297f,  to  $23.1  billion.  "Af- 
finity" credit  cards-with,  for  instance,  your  favorite  ball  club- 
are  still  making  a  splash.  But  heavy  exposure  in  real  estate  and 
credit  cards  has  some  Wall  Streeters  worried. 


MOBIL 


ALLEN  E.  MURRAY 


New  York,  N.  Y.  212-8834242 
SALES:  $48.2  bil.    PROFITS:  $2  bil. 


N.  Y.;  BS  (busi- 
1956.  Career  path-finance/accounting;  ten- 


MARKET  VALUE:  $22.6  bil. 
►  Born  3/5/29,  New  York, 

ness  admin.),  NYU, 
ure-37  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$1,609,000;  ownership,  75,000  shares.  ►  His  shift  of  focus  back  to 
energy  is  paying  off.  Emphasis  on  natural  gas  means  he'll  thrive 
as  prices  rise.  One  of  few  Big  Oil  outfits  that  will  see  production 
growing,  with  exploration  in  U.  K.,  Nigeria,  elsewhere.  He's  cut- 
ting costs  and  bolstering  balance  sheet:  Debt  is  down  to  2870  of 
capital,  from  46%-  five  years  ago.  Hiked  dividends,  too. 


MOLEX 


Frederick  A.  Krehbiel 


Lisle,  III.  312-969-4550 

SALES:  $502  mil.    PROFITS:  $59  mil. 

MARKET  VALUE:  $953  mil. 

►  Born  6/2/41,  Hinsdale,  111.;  BA  (polit.  sci.), 
Lake  Forest,  1963.  Career  path-merchandising/ marketing,  inter- 
national; tenure-25  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $400,000;  ownership,  2,210,000  direct,  60,000  indirect 
shares.  ►  He  likes  to  run  in  marathons-slowly,  he  says.  Hunker- 
ing down  for  slower  growth  at  electrical  connectors  company. 
Paying  off  in  higher-than-expected  profits.  Dad's  founder  and 
chairman,  older  brother  John  Jr.  is  president.  Spent  most  of  ca- 
reer building  foreign  operations  into  company's  profit  engine. 


MONSANTO 


RICHARD  J.  MAHONEY 


St.  Louis,  Mo.  314-694-1000 


SALES:  $8.3  bil.    PROFITS:  $591  mil. 

MARKET  VALUE:  $8.3  bil. 

►  Born  1/30/34,  Springfield,  Mass.;  BS 
(chem.),  U.  of  Mass.,  1955.  Career  path-merchandising/market- 
ing, administration;  tenure-27  years,  CEO  6  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,485,000;  ownership,  46,000  direct, 
2,000  indirect  shares.  ►  Pumping  $500  million-plus  into  annual 
R&D,  hoping  for  high  profits  from  genetically  engineered  plants, 
bovine  growth  stimulant,  Simplesse  fat  substitute,  new  drugs. 
Patents  set  to  expire  on  huge  earners  Roundup  herbicide  and  Nu- 
traSweet.  Idolizes  Churchill,  has  four  busts  of  him  in  his  office. 


MONTANA  POWER 

W.  PAUL  SCHMECHEL 

Butte,  Mont.  406-723-5421 

SALES:  $444  mil.    PROFITS:  $72  mil. 

MARKET  VALUE:  $963  mil. 

►  Born  6/26/27,  Carrington,  N.  D.;  BS  (elect, 
eng.),  Mont.  State,  1953.  Career  path-engineering/technical,  pro- 
duction/manufacturing; tenure-36  years,  CEO  6  years.  Compen- 
sation: 1988  salary  &  bonus,  $256,000;  ownership,  7,000  shares. 
►  Likes  Robert  Ludlum  thrillers  and  may  find  suspense  on  the 
job  this  year.  Faces  losses  of  up  to  $25  million  on  sale  of  50%  of  in- 
terest in  troubled  power  plant.  Set  up  poison  pill  after  Missoula 
(Mont.)  contractor  Dennis  Washington  showed  interest.  Bright 
spot:  profitable  Rosebud  coal  mine,  one  of  the  nation's  largest. 


MORGAN  (J.  P.) 

LEWIS  T.  PRESTON 


New  York,  N.  Y.  212-483-2323 
SALES:  $7.8  bil.    PROFITS:  $1  bil. 
MARKET  VALUE:  $7.6  bil. 
►  Born  8/5/26,  New  York 


N.  Y.;  BA  (En- 
glish), Harvard,  1951.  Career  path-finance/accounting;  ten- 
ure-38  years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$1,703,()00;  ownership,  40,000  shares.  ►  Consummate  insider- 
he's  a  confidant  of  Fed  chairmen-has  pushed  frontiers  of  bank- 
ing far  and  fast,  shifting  prestigious  bank  deeper  into  corporate 
finance  than  competitors.  Financial  services  is  a  drag  on  earnings 
so  far,  but  Wall  Streeters  expect  that  to  be  short-lived.  Ex-Ma- 
rine once  played  for  semi-pro  Long  Island  Ducks  hockey  team. 


MORGAN  STANLEY  GROUP 


S.  PARKER  Gilbert 


New  York,  N.  Y.  212-703-4000 
SALES:  $4.1  bil.    PROFITS:  $395  mil. 


MARKET  VALUE:  $2.8  bil. 

►  Born  11/15/33,  New  York,  N.  Y.;  BA  (histo- 
ry), Yale,  1956.  Career  path-investment  banking;  tenure-29 
years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$4,425,000;  ownership,  1,158,000  shares.  ►  Understated  leader. 
Dealmaking  powerhouse  shook  Wall  Street  in  March  by  dropping 
research,  block  trading,  other  services  to  smaller  customers. 
Backed  the  loser-Paramount-in  the  Time  Warner  battle.  But 
merchant  banking  remains  firm's  backbone.  Now  expanding 
overseas  with  an  eye  on  the  European  M&A  bonanza  come  1992. 


2/ 


MORRISON 


Ernest  Eugene  Bishop 


Mobile,  Ala.  205-344-3000 

SALES:  $686  mil.    PROFITS:  $28  mil. 


MARKET  VALUE:  $474  mil. 

►  Born  5/5/30,  Swainsboro,  Ga.  Career  path- 
food  service;  tenure-42  years,  CEO  8  years.  Compensation:  1988 
salary  &  bonus,  $496,000;  ownership,  141,000  direct,  3,000  indirect 
shares.  ►  Moving  upscale  from  his  chain  of  cafeterias  to  such 
new  specialty  restaurants  as  Ruby  Tuesdays  and  Silver  Spoon. 
He  thinks  his  chefs  can  please  others,  too.  Bidding  for  school 
lunch  contracts.  Recently  teamed  with  McDonald's  to  supply  hos- 
pitals: Big  Macs  at  mini-restaurants  for  staff  and  visitors  while 
he  serves  the  patients.  Off -hours,  loves  to  fish  the  Gulf. 
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THE    CORP  ORATE  ELITE 


MORRISON  KNUDSEN 

William  M.  Agke 


Boise,  Idaho  208-386-5000 

SALES:  $1.9  Ml    LOSS:  $37  mil. 

MARKET  VALUE:  $511  mil. 

►  Born  1/5/38,  Boise,  Idaho;  BS  (business),  U. 
of  Idaho,  1960;  MBA,  Harvard,  1963.  Career  path-f inance/ac- 
counting;  tenure-1  year,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $175,000'';  ownership,  92,000  shares.**  ►  Bendix's  ex- 
boss  still  has  his  hands  full  in  new  assignment  to  turn  around 
troubled  construction  giant.  Stripping  away  failed  diversifica- 
tions, pushing  abroad,  building  environmental-engineering  prac- 
tice. Wife  Mary  Cunningham  runs  their  joint  consulting,  invest- 
ment firm.  Not  much  time  for  golf  at  Pebble  Beach. 


MOTOROLA 


George  M.  C.  Fisher 


Schaumburg,  III.  312-397-5000 

SALES:  $8.3  bil.    PROFITS:  $U5  mil. 

MARKET  VALUE:  $7.6  bil. 

►  Born  11/30/40,  Anna,  111.;  BS  (eng.),  U.  of 
III,  1962;  MS  (1964),  PhD  (1966),  Brown.  Career  path-engineer- 
ing/technical, production/manufacturing;  tenure-13  years,  CEO 
2  years.  Compensation;  1988  salary  &  bonus,  $660,000;  owner- 
ship, 12,000  shares.  ►  A  fast  start.  Expanding  in  cellular  and  mo- 
bile radio  in  Japan.  Rolled  out  some  hot  products,  including  light- 
weight cellular  phone,  Dick  Tracy-style  wrist  pager.  Computers 
still  lose  money,  and  chips  are  under  competitive  fire.  In  spare 
time  he  enjoys  landscaping.  Also  camping  with  his  five  children. 


MULTIMEDIA 


WALTER  E.  BARTLETT 


Greenville,  S.  C.  803-298-^373 

SALES:  $U0  mil.    PROFITS:  $27  mil. 

MARKET  VALUE:  $1.2  bil. 

►  Born  2/23/28,  Marion,  Ohio;  AB  (business 
admin.).  Bowling  Green,  1949.  Career  path-media  sales,  station 
mgmt.;  tenure-14  years,  CEO  5  years.  Compensation:  1988  salary 
&  bonus,  $509,000;  ownership,  118,000  direct,  23,000  indirect 
shares.  ►  Lots  of  talk  (Sally  Jesse  Raphael,  Donahue)  -and 
some  action,  too.  Huge  1985  recap  kept  raiders  away,  resulting 
mountain  of  debt  has  limited  broadcasting,  cable,  and  publishing 
company  to  minor  acquisitions.  But  he's  $120  million  ahead  of  re- 
payment schedule.  Stock's  flying.  Is  another  raider  prowling? 


MURPHY  OIL 


Jack  Wray  McNutt 

El  Dorado,  Ark.  501-862-6411 

SALES:  $1.5  bil.    PROFITS:  $39  mil. 


MARKET  VALUE:  $1.5  bil. 


►  Born  9/7/34,  Norphlet,  Ark.;  BS  (business 
1956;  MBA,  Columbia,  1957.  Career  path-fi- 


admin.),  Harding 
nance/accounting;  tenure-32  years,  CEO  2  years.  Compensation 
1988  salary  &  bonus,  $381,000;  ownership,  43,000  shares.  ►  Can 
he  hold  the  momentum?  Last  year  brought  first  profit  in  three 
years,  thanks  to  better  refining  margins,  improvements  in  explo- 
ration and  production,  real  estate,  farm  and  timber  holdings. 
He's  pushing  exploration  in  Canada,  North  Sea,  Africa.  Working 
to  fix  remaining  problem  areas,  contract  drilling  and  diving. 


MYLAN  LABORATORIES 

ROY  MCKNIGHT 


Pittsburgh,  Pa.  412-232-0100 
SALES:  $88  mil.    PROFITS:  $18  mil 


MARKET  VALUE:  $551  mil. 

►  Born  3/13/21,  Pittsburgh,  Pa.;  BS,  Prince- 
ton, 1942.  Career  path-merchandising/marketing;  tenure-13 
years,  CEO  13  years.  Compensation:  1988  salary  &  bonus, 
$280,000;  ownership,  1,400,000  direct,  301,000  indirect  shares. 
►  He's  getting  fan  mail-sent  in  after  he  blew  the  whistle  on  ge- 
neric-drug rivals  that  were  bribing  FDA  officials.  Transformed 
company  into  a  leader,  but  FDA  approval  delays  and  disappoint- 
ing sales  of  Maxzide  anti-hypertension  drug  have  hurt  earnings. 
Runs  a  small  art-marketing  business  as  a  hobby. 


NACCO  INDUSTRIES 


Ward  Smith 


Cleveland,  Ohio  216-752-1000 

SALES:  $616  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  $479  mil. 

►  Born  9/13/30,  Buffalo,  N.  Y.;  AB  (busi- 
ness). Harvard,  1952;  JD,  U.  of  Buffalo  Law,  1955.  Career  path- 
legal,  management;  tenure-3  years,  CEO  3  years.  Compensation: 
1988  salary  &  bonus,  $459,000;  ownership,  1,000  shares.' 
►  Lawyer  and  ex-chief  of  White  Consolidated  took  helm  of  what 
was  North  American  Coal.  Now,  more  manufacturer  than  miner, 
with  acquisitions  of  Proctor-Silex  and  lift-truck  maker  Hyster. 
With  its  Yale  unit,  has  huge  presence  in  cyclical  forklift  business. 


Cleveland  Orchestra  booster,  voracious  mystery  reader. 


NALCO  CHEMICAL 


WORLEY  H.  CLARK 


Naperville,  III.  312-961-9500 

SALES:  $994  mil.    PROFITS:  $106  mil. 

MARKET  VALUE:  $1.7  bil. 

>  Born  6/18/32,  Big  Stone  Gap,  Va.;  BS  (in- 
dust.  eng.),  N.  C.  Staic,  1956.  Career  path-sales;  tenure-30  years, 
CEO  7  years.  Compensation:  1988  salary  &  bonus,  $893,000';  own- 
ership, 7,000  direct,  12,000  indirect  shares.  ►  Still  riding  the  cycli- 
cal boom  in  chemicals, ;  hanks  to  the  cheap  dollar  and  the  U.  S.  in- 
dustrial recovery.  Whil  ';  last  year's  results  will  be  hard  to  match, 
overseas  business  thrives.  Negotiating  with  Soviets  to  build  joint 
chemical  plant.  Working  on  stock  buyback.  Courtly  Southerner 
hunts  quail  and  partridge,  collects  antique  cars. 


NATIONAL  CITY 


EDWARD  B.  BRANDON 


Cleveland,  Ohio  216-575-2000 
SALES:  $2.2  bil.    PROFITS:  $233  mil. 
MARKET  VALUE: 


2.5  bil. 


Born  9/15/31,  Davenport,  Iowa;  BS  (econ.). 
Northwestern,  1953;  MBA  (finance,  accounting),  Wharton,  1965. 
Career  path-finance/accounting;  tenure-33  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $659,000;  ownership,  23,000 
shares.  ►  Chain-smoking  straight  talker  began  as  a  management 
trainee.  Goal:  beefing  up  superregional's  profits  by  substantially 
increasing  fees  over  next  five  years.  Last  year's  acquisition  of 
National  Processing  should  help:  handles  airline-ticket  sales  for 
33,000  travel  agents.  Building  trust  and  mortgage  departments. 
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XEROX 

One  of  the  many  things 
your  ffiw&rs  €Um't  have 
Ed  do  with  ourctppiers. 


il  Xerox,  we've  always  believed  in  mak- 
ig  our  own  luck. 

^hich  is  why  our  midsized  copiers  are 
esigned  to  do  everything  you  ask  of 
lem,  time  after  time,  copy  after  copy. 

lut  they're  more  than  reliable.  They're 
asy  to  use.  Even  the  most  complicated 
isks— like  turning  a  batch  of  mixed- 
ized  originals  into  a  set  of  uniform 
opies  or  copying  computer  forms -are 
ow  as  simple  as  making  a  single  copy 
<n  a  desktop  model.  There  are  even 
2wer  buttons  to  press. 


As  for  copy  quality,  that's  another  thing 
you  can  take  for  granted.  Because  our 
breakthrough  microprocessor  technol- 
ogy automatically  monitors  copy  quality 
and  makes  sure  every  copy  is  as  clean 
and  sharp  as  the  first. 

So  find  out  more  about  how  Xerox 
makes  copyine  quick  and  easy  by  call- 
ing 1-800-TEAM-XRX,  Ext.  1027. 

And  save  your  luck  for  the  lottery. 


Team  Xerox.  IVe  document  the  world. 


Yes,  I  d  like  to  learn  more  about  Xerox  midsi/.ed 
copiers  and  how  they  can  make  copying  quick  and  easy. 

□  Please  send  me  mformation 

□  Please  have  a  sales  representative  contact  me. 
Send  this  coupon  to: 

Xerox  Corporation,  PO  Box  24,  Rochester,  NY  14692 


ADDRtSS 

I  1 1 1  STATt 

0OO3-l0.2O-8<) 
Or  call  I  XOO-TEAM-XRX.Exl.  1027 
(1-800-832-6979,  Ext.  1027). 

XEROX*  IS  a  irademark  of  XEROX  CORPORATION 


NATIONAL  COMMUNITY  BANKS 

ROBERT  M.  KoSSIlK 
Maywood,  N.  J.  201-845-1000 
SALES:  $321  mil.    PROFITS:  $42  mil. 


MARKET  VALUE:  $453  mil. 
►  Born  6/26/40,  New  Brunswick,  N.  J. 


BS 

(indust.  eng.),  Ga.  Inst,  of  Tech.,  1963;  MA  (econ.),  St.  Mary's, 
1976.  Career  path-finance/accounting;  tenure-10  years,  CEO  10 
years.  Compensation:  1988  salary  &  bonus,  $792,000;  ownership, 
182,000  shares."  ►  Aggressive,  high-profile  former  Citibanker 
appears  in  bank  ads  clasping  map  of  New  Jersey  to  his  breast. 
And  state  is  close  to  his  heart.  Stays  home,  lending  to  small  and 
mid-size  businesses.  Doesn't  acquire,  doesn't  want  to  be  ac- 
quired, though  he  might  become  a  takeover  candidate. 


NATIONAL  EDUCATION 

Daviu  Charles  Jones 


Irvine,  Calif.  714-474-9400 
SALES:  $457  mil.    PROFITS:  $46  mil. 


MARKET  VALUE:  $436  mil. 

►  Born  7/9/21,  Aberdeen,  S.  D.;  attended  Mi 
not  State.  Career  path-mgmt.  (military);  tenure-6  years,  CEO  3 
months.  Compensation:  1988  salary  &  bonus,  NA^;  ownership, 
3,000  shares.  ►  A  former  member  of  the  Joint  Chiefs  of  Staff, 
this  retired  Air  Force  general  is  an  interim  pilot  here.  Replaced 
H.  David  Bright,  who  helped  build  the  nation's  largest  employee- 
training  business  after  administrative  problems  handed  the  com- 
pany a  $1.5  million  loss  in  the  second  quarter.  Dragged  dovra  by 
acquisition  of  Chicago-based  Applied  Learning. 


NATIONAL  FUEL  GAS 


BERNARD  JOSEPH  KENNEDY 
Buffalo,  N.  Y.  716-857-7146 
SALES:  $769  mil.    PROFITS:  $43  mil. 
MARKET  VALUE:  $717  mil. 


►  Born  8/16/31,  Niagara  Falls,  N.  Y.;  BA  Oib- 

eral  arts),  Niagara,  1953;  JD,  U.  of  Mich.  Law,  1958.  Career  path- 
legal;  tenure-31  years,  CEO  1  year.  Compensation:  1988  salary  & 
bonus,  $269,000;  ownership,  27,000  direct,  23,000  indirect  shares. 
►  Acid-rain  regulation  doesn't  faze  this  utility  boss.  His  gas  dis- 
tribution, production,  pipelining  could  benefit  from  tighter  regu- 
lation of  coal-,  oil-fired  power.  Besides,  he  loves  those  pure  white 
ski  slopes,  unsullied  by  soot.  Recently  got  federal  permission  to 
build  a  pipeline  to  add  to  his  Canada-Northeast  U.  S.  network. 


NATIONAL  HEALTH  LABORATORIES 


ROBERT  EUGENE  DRAPER 


La  Jolla,  Calif.  619-454-3314 


SALES:  $314  mil.    PROFITS:  $49  mil. 


MARKET  VALUE:  $1  bil. 

►  Born  12/12/36,  New  York,  N.  Y.;  attended 
N.  Tex.  State,  Pace.  Career  path-merchandising/marketing,  fi- 
nance/accounting; tenure-18  years,  CEO  15  years.  Compensa- 
tion: 1988  salary  &  bonus,  $966,000;  ownership",  NA.*^  ►  He'll  find 
out  what  ails  you.  Chain  of  110  clinical  labs  offers  some  1,150  rou- 
tine lab  tests,  and  its  new  Nashville  center  is  equipped  to  handle 
more  complex  specialties  such  as  immunochemistry  and  cytoge- 
netics. Testing  the  waters  in  medium-size  cities,  the  first  being 
Fresno,  Calif.  Eyeing  AIDS-  and  cancer-testing  markets. 


NATIONAL  INTERGROUP 

HOWARD  MCCLINTIC  LOVE 


Pittsburgh,  Pa.  412-394-4100 
SALES:  $3.1  bil.    LOSS:  $8  mil. 


MARKET  VALUE:  -$424  mil. 

►  Born  4/5/30,  Pittsburgh,  Pa.;  BA  (liberal 
arts),  Colgate,  1952;  MBA,  Harvard.  1956.  Career  path-produc- 
tion/manufacturing: tenure-33  years,  CEO  10  years.  Compensa- 
tion: 1988  salary  &  bonus,  $615,000;  ownership,  13,000  direct, 
5,000  indirect  shares.  ►  Avid  quail  hunter  may  get  plucked.  Stock 
trades  at  half  breakup  value  and  raider  Charlie  Hurwitz  has  a  big 
block.  His  $1.3  billion  move  away  from  steel  into  thrifts,  oil  ser- 
vices, wholesale  drug  distribution  has  yielded  losses  in  six  of  the 
past  seven  years.  Board  has  given  him  one  year  to  get  results. 


NATIONAL  MEDICAL  ENTERPRISES 

RICHARD  KEITH  EAMER 

Los  Angeles,  Calif.  213-479-5526 

SALES:  $3.2  bil.    PROFITS:  $170  ynil. 


MARKET  VALUE:  $2. 7  bil. 


►  Born  2/13/28,  Long  Beach,  Calif.;  BS  (ac- 
counting), use,  1955;  LLB,  USC  Law,  1959.  Career  path-legal, 
health  care;  tenure-20  vears,  CEO  20  years.  Compensation:  1988 
salary  &  bonus,  $1,275*000;  ownership.  1.230,000  direct,  428,000 
indirect  shares.  ►  Selling  acute-care  facilities  and  plunging  into 
psychiatric  and  physical-rehab  hospitals.  But  so  far.  restructur- 
ing isn't  giving  profits  much  of  a  shot  at  No.  2  health  care  manag- 
er. Taking  more  of  the  same  medicine:  Spinning  off  43,000-bed 
Hillhaven  Corp.,  spending  to  build  more  specialty  hospitals. 


NATIONAL  SEMICONDUCTOR 

Charles  Edward  Sporck 


Santa  Clara,  Calif.  408-721-5000 
SALES:  $2.5  bil.    PROFITS:  $63  mil. 


.MARKET  VALUE:  $781  mil. 


►  Born  11/15/27,  Saranac  Lake,  N.  Y.;  BA 
(mech.  eng.),  Cornell,  1952.  Career  path-engineering/technical, 
production/manufacturing:  tenure-23  years,  CEO  23  years.  Com- 
pensation: 19S8  salary  &  bonus,  $572,000;  ownership,  785,000 
shares.  ►  With  company  performance  hurting,  plans  to  spend 
less  time  on  industry  issues  such  as  competitiveness.  Since  resig- 
nation of  president,  he  has  reorganized,  sold  computer  business 
to  focus  on  chips.  Tough  job  ahead  to  expand  beyond  commodity- 
chip  market,  where  demand  is  sluggish,  price-cutting  rampant. 


NATIONAL  SERVICE  INDUSTRIES 

Sidney  Kirschxer 


Atlanta,  Ga.  404-892-2400 
SALES:  $1.4  bil.    PROFITS:  $86  mil. 


MARKET  VALUE:  $1.4  bil. 


►  Born  12/24/34,  Ottowa,  Canada;  BS  (min- 
ing eng.),  N.  M.  School  of  Mines,  1956.  Career  path-engineering/ 
technical;  tenure-16  vears,  CEO  2  vears.  Compensation:  1988  sal- 
ary &  bonus,  $573,000;  ownership.  46,000  direct,  22,000  indirect 
shares.  ►  Sits  atop  a  grab  bag  of  businesses:  chemicals,  uniform 
and  linen  services,  lighting  equipment.  And  somehow  keeps  it  all 
moving  ahead:  maintains  unbroken  string  of  earnings  records' 
going  back  more  than  a  quarter  centun,-.  Looking  for  another 
business  to  buy,  but  complains  prices  are  too  high.  Tennis  buff. 


I 
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At  Georgia-Pacific, 
if  the  fish  arerit  biting,  we  change  the  bait. 


\ 

i 


With  the  largest  wholesale  distribution  network  in  the  U.S.,^ 
Georgia-Pacific  now  markets  over  one  hundred  thousand  building 
products  across  America.  And,  not  only  do  we  fish  where  the  fish 
are  biting.  We  respond  quickly  to  what  they're  biting. 

By  decentrali2;ing  the  management  of  our  Distribution  Centers  and 
allowing  them  to  adjust  product  lines  and  inventories  to  meet  their  local  mar- 
ket  demands,  Georgia-Pacific  can  increase  building  product  sales  and  sustain 
profits  even  when  new  construction  starts  are  down. 

This  flexibility,  along  with  key  acquisitions,  and  the  increased  distribu' 
tion  of  higher  margin  specialty  products  to  the  active  repair,  remodeling  and 
additions  market,  allows  our  building  products  group  to  do  what  it  does  best. 

Reel  in  more  business  and    r^g^r^wr^lt^  Ji^^r^l4lr^  a 
more  profit  every  day.  VaeOrgia-raCITIC 


V 


'  1 989  Georgia-Pacific  Corporation, 
All  rights  reserved. 


Savvy  From  the  ground  up. 


THE 


NAVISTAR  INTERNATIONAL 


James  C.  Cotting 


Chicago,  III.  312-836-2000 
SALES:  $4.1  bil.    PROFITS:  $259  mil. 


MARKET  VALUE:  $1.2  bil. 

►  Born  10/15/33,  Winchester,  Mass.;  BA  (po- 
litical sci.),  Ohio  State,  1955.  Career  path-finance/accounting; 
tenure-U  years,  CEO  2  years.  Compensation:  1988  salary  &  bo- 
nus, $717,000;  ownership,  50,000  shares.  ►  The  "take-no-prison- 
ers" negotiator  helped  pull  former  International  Harvester  from 
the  brink  of  bankruptcy.  Had  a  good  1988,  but  costs  are  rising 
and  massive  rollout  of  new  trucks  and  engines  has  triggered  pro- 
duction snafus,  eroding  margins.  With  $2  billion  in  tax-loss  carry- 
forwards, expect  a  major  acquisition  or  two. 


NBD  BANCORP 


CHARLES  Thomas  Fisher 


Detroit,  Mich.  313-225-1000 

SALES:  $2.2  bil.    PROFITS:  $227  mil. 

.MARKET  VALUE:  $2.3  bil. 

►  Born  11/22/29,  Detroit,  Mich.;  AB  (econ.), 
Georgetown,  1951;  MBA,  Harvard,  1953.  Career  path-f inance/ac- 
counting;  tenure-31  years,  CEO  7  years.  Compensation:  1988  sala- 
ry &  bonus,  $1,089,000;  ownership,  53,000  direct,  118,000  indirect 
shares.  ►  He's  pushing  hard  into  Chicago,  aiming  for  firm  foot- 
ing in  commercial  lending  before  big  regional  rivals  like  Banc 
One  are  allowed  in  next  year.  Despite  rush,  lending  stays  conser- 
vative, with  fairly  few  write-offs.  "Chick"  to  pals,  he's  member 
of  Fisher  Body  clan,  still  sits  on  GM's  board. 


NCH 


LESTER  A.  LEVY 


Irving,  Tex.  2U438-0508 

SALES:  $565  mil.    PROFITS:  $36  mil. 


MARKET  VALUE:  $Itl9  mil. 

►  Born  9/19/22,  Dallas,  Tex.;  LLB,  U.  of  Tex. 
Law,  1943.  Career  path-entrepreneur;  tenure-43  years,  CEO  24 
years.  Compensation:  1988  salary  &  bonus,  $652,000;  ownership, 
1,582,000  direct,  43,000  indirect  shares.  ►  It's  business  as  usual 
for  him  and  his  two  brothers,  producing  and  marketing  mainte- 
nance products.  Weak  dollar  had  been  helping  foreign  profits, 
but  things  may  slow  if  buck  strengthens.  The  brothers  don't 
seem  to  mind:  No  threat  to  their  control-or  to  the  family's,  with 


NCNB 


Hugh  Leon  McColl  Jr. 
Charlotte,  N.  C.  704-374-5000 
SALES:  $2.8  bil.    PROFITS:  $252  mil. 


MARKET  VALUE:  $A.6  bil. 


several  sons  and  nephews  coming  up  the  ranks. 


►  Born  6/18/35,  Bennettsville,  S.  C;  BS  (busi- 
ness admin.),  U.  of  N.  C,  1957.  Career  path-finance/accounting, 
banking;  tenure-30  years,  CEO  6  years.  Compensation:  1988  sala- 
ry &  bonus,  $1,200,000;  ownership,  144,000  direct,  4,000  indirect 
shares.  ►  Hard-driving  ex-Marine  has  burst  on  banking  like  a 
bombshell.  Feverish  acquisition  pace  has  vaulted  company  into 
top  10  banks.  Bailout  of  Texas'  First  Republic  could  be  a  boon. 
Not  a  winner  every  time,  though:  After  vowing  to  "launch  my 
missiles"  on  Atlanta's  Citizens  &  Southern,  he  backed  down. 


NCR 


CHARLES  E.  EXLEY  jR. 
Dayton,  Ohio  513-U5-5000 
SALES:  $6  bil    PROFITS:  $439  mil. 


MARKET  VALUE:  $5  bil. 

►  Born  12/14/29,  Detroit,  Mich.;  BA  (econ.), 
Wesleyan,  1952;  MBA,  Columbia,  1954.  Career  path-finance/ac- 
counting; tenure-13  years,  CEO  6  years.  Compensation:  1988  sala- 
ry &  bonus,  $1,069",G00;  ownership,  313,000  shares.'  ►  Cigar- 
smoking,  Porsche-driving  former  accountant  runs  steady,  if 
unspectacular,  computer  company.  Often  lets  rivals  have  the 
breakthroughs,  then  steps  in  with  his  own  version.  Has  sur- 
passed IBM  in  automated  tellers.  But  years  of  easy  profits  seem 
to  be  fading.  May  need  something  flashy  to  stay  in  front. 


NEIMAN-MARCUS  GROUP 

RICHARD  A.  SMITH 

Chestnut  Hill,  Mass.  617-232-0760 

SALES:  $1.2  bil.     PROFITS:  $15  mil. 

.MARKET  VALUE:  $719  mil. 

►  Born  11/1/24,  Boston,  Mass.;  BS  (business), 
Harvard,  1946.  Career  path-general  management;  tenure-2 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus,  NA^; 
ownership,  NA."^  ►  His  General  Cinema  movie-theater  chain 
owns  607f  of  this  tony  retail  group.  New  managers  are  spending 
$120  million  on  capital  improvements  this  year  to  remodel  exist- 
ing Neiman  stores,  add  men's  store  to  Bergdorf  Goodman,  and 
open  20  new  Contempo  Casuals.  Big  expansion  plans:  wants  to  in- 
crease Neiman's  to  32  from  22  stores  by  1995. 


NERCO 


Gerard  K.  Drummond 


Portland,  Ore.  503-796-6600 


SALES:  $662  mil.    PROFITS:  $76  mil. 

MARKET  VALUE:  $668  mil. 

►  Born  10/9/37,  New  York,  N.  Y.;  BS,  Cor- 
nell, 1959;  i.JJi,  Cornell  Law,  1963.  Career  path-legal;  tenure-13 
years,  CFX)  years.  Compensation:  1988  salary  &  bonus, 
$250,000- ;  owi.'  i  ship,  2,000  direct,  7,000  indirect  shares.  ►  Parent 
utility  Pacific* 'l  i'  '>  vns  90%  of  this  precious-metals  and  energy 
producer.  His  g'.i  ;  and  silver  business  is  slow,  but  coal,  oil,  and 
gas  are  doing  wel  So  he's  buying  up  new  oil-and-gas  properties 
at  a  fast  clip,  and  h  ■  presided  over  a  recent  stock  offering  to  pay 
for  more  shopping.  Grows  hazelnuts. 


NEUTR06ENA 


LLOYI)  e.  Cotsen 

Los  Angeles,  Calif.  213-642-1150 

SALES:  $179  mil.    PROFITS:  $23  mil. 


MARKET  VALUE;  $683  mil. 

►  Born  2/25/29,  Boston,  Mass.;  AB  (history), 
Princeton,  1950;  MBA,  Harvard,  1957.  Career  path-merchandis- 
ing/marketing; tenure-32  years,  CEO  7  years.  Compensation: 
1988  salary  &  bonus,  $1,150,000;  ownership,  8,508,000  shares.'' 
►  Consummate  niche  marketer,  and  incurable  collector,  has 
cleaned  up  with  soap,  skin-care  products.  Now,  fleshing  out  prod- 
uct lines,  introducing  eye-makeup  remover  and  an  acne  treat- 
ment cream.  Views  international  markets  as  prime  growth  areas. 
But  watch  out:  Deep-pocketed  competitors  are  coming  on  strong. 
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NEVADA  POWER 

Charles  Albert  Lenzie 


Las  Vegas,  Nev.  702-367-5000 
SALES:  $409  mil.    PROFITS:  $50  mil. 
MARKET  VALUE:  $584-  mil. 


►  Born  9/5/37,  S.  Wilmington,  111.;  BS  (ac- 


counting), U.  of  111.,  1960.  Career  path-finance/accounting;  ten- 
ure-15  years,  CEO  5  months.  Compensation:  1988  salary  &  bonus, 
$192,000;  ownership,  3,000  shares."  ►  Hard-working  Arthur  An- 
dersen vet.  Diversifying,  but  not  far  afield  like  some  other  utili- 
ties. New  investment  unit  buys  into  privately  owned  power 
plants.  Core  business  is  growing  stronger  with  new  casinos  add- 
ing unprecedented  demand.  Active  in  Catholic  Church  and  Neva- 
da Taxpayers  Assn.,  a  conservative  watchdog  group. 


NEW  ENGLAND  ELECTRIC  SYSTEM 


John  w.  rowe 

Westboro,  Mass.  508-366-9011 

SALES:  $1.5  Ml.    LOSS:  $43  mil. 

MARKET  VALUE:  $1.6  Ml. 

►  Born  5/18/45,  Dodgeville,  Wis.;  BS,  U.  of 
Wis.,  1967;  JD,  U.  of  Wis.  Law,  1970.  Career  path-legal;  tenure-8 
months,  CEO  8  months.  Compensation:  1988  salary  &  bonus,  NA. 
►  Successor  to  Samuel  Huntington,  who  was  killed  by  lightning 
in  1988.  Soft-spoken  railroad  lawyer  and  history  buff  ran  Central 
Maine  Power  for  five  years.  Involvement  in  disastrous  Seabrook 
nuke  plant  followed  him  from  Maine,  since  company  owns  10%. 
He'd  love  to  buy  assets  of  Public  Service  of  New  Hampshire, 
bankrupted  by  the  Seabrook  mess. 


NEW  PLAN  REALTY  TRUST 


WILLIAM  Newman 


New  York,  N.  Y.  212-869-3000 


SALES:  $37  mil.    PROFITS:  $23  mil. 

MARKET  VALUE:  $467  mil. 

►  Born  7/6/26,  New  York,  N.  Y.;  BBA,  City 
Coll.  of  N.  Y.,  1947.  Career  path-finance/accounting;  tenure-47 
years,  CEO  28  years.  Compensation:  1988  salary  &  bonus, 
$286,000;  ownership,  1,082,000  direct,  119,000  indirect  shares." 
►  Old  Navy  hand  steers  unvarying  course  at  this  real  estate  out- 
fit. Focused  on  Northeast  and  Middle  Atlantic,  has  8  million 
square  feet  under  management.  Formula:  Buy  older  shopping 
centers  near  small  towns,  negotiate  inflation-indexed  leases  with 
tenants.  That's  helped  produce  40  successive  dividend  hikes. 


NEW  YORK  STATE  ELECTRIC  &  GAS 

JAMES  Andrew  Carkigg 

Binghamton,  N.  Y.  607-729-2551 

SALES:  $1.3  Ml.    PROFITS:  $171  mil. 

MARKET  VALUE:  $1.5  Ml. 

►  Born  4/17/33,  Johnson  City,  N.  Y.  Career 
path-administration,  operations;  tenure-31  years,  CEO  1  year. 
Compensation:  1988  salary  &  bonus,  $244,000;  ownership,  5,000 
shares."  ►  Things  are  looking  up.  When  he  took  over,  it  couldn't 
have  been  worse.  He  suffered  a  heart  attack  on  the  day  he  was 
appointed  to  the  top  job,  fought  back  through  bypass  surgery  to 
take  control  of  a  struggling  utility  with  nuke  trouble,  debt  trou- 
ble, regulatory  trouble.  On  every  count,  it's  a  much  better  year, 
and  he  expects  to  keep  company's  recovery  going. 


NEW  YORK  TIMES 


ARTHLik  R 

New  York,  N.  Y.  212-556-1234 

SALES:  $1.7  Ml.    PROFITS:  $161  mil. 

MARKET  VALUE:  $2.5  Ml. 

►  Born  2/5/26,  New  York,  N.  Y.;  BA,  Coium- 
bia,  1951.  Career  path-newspaper  publishing;  tenure-38  years, 
CEO  16  years.  Compensation:  1988  salary  &  bonus,  $662,000'; 
ownership,  53,000  direct,  43,000  indirect  shares.  ►  "Punch"  could 
use  lots  of  cash  for  some  big  projects,  including  building  color 
printing  plants.  But  operations  aren't  cooperating.  Ad  linage  at 
flagship  paper  falls  with  New  York  economy.  Magazine  profits 
are  squeezed  by  startup  and  acquisition  costs.  Broadcasting's  do- 
ing better.  Waiting  in  wings:  his  37-year-old  son. 


NEWELL 


DANIEL  CUTHBERT  FERGUSON 
Free-port,  III.  815-235-4171 
SALES:  $988  mil.    PROFITS:  $61  mil. 


MARKET  VALUE:  $1.3  Ml. 


►  Bom  5/4/27,  Freeport,  111.;  BA,  Hamilton, 
1948;  MBA,  Stanford,  1950.  Career  path-production/manufactur- 
ing; tenure-39  years,  CEO  23  years.  Compensation:  1988  salary  & 
bonus,  $857,000;  ownership,  618,000  direct,  12,000  indirect  shares. 
►  Won  a  name  for  himself  with  1987  acquisition  of  Anchor  Hock- 
ing, a  glassware  maker  twice  his  company's  size.  Now  winning 
huge  profit  gains,  having  little  trouble  paying  down  debt.  Sells 
most  of  his  middle-of-the-road  housewares  to  volume  buyers 
such  as  Wal-Mart,  K  mart.  Sears.  Expect  more  niche  buys. 


NEWMONT  GOLD 

GORDON  RAE  PARKER 


Denver,  Colo.  303-863-7414 

SALES:  $389  mil.    PROFITS:  $108  mil. 


MARKET  VALUE:  $3.6  Ml. 
►  Born  12/2/35,  Cape  Town, 


S.  Africa;  BS 

(1958),  MS  (1959),  Mont.  Sch.  of  Mines;  MBA,  U.  of  Cape  Town, 
1966.  Career  path-engineering/technical;  tenure-30  years,  CEO  4 
years.  Compensation:  1988  salary  &  bonus,  NA^;  ownership,  1,000 
shares.''  ►  Mr.  Growth  heads  both  Newmont  Mining  and  New- 
mont  Gold.  Last  year's  895,000  ounces  of  gold  was  the  highest- 
ever  output  of  any  North  American  company.  Spending  $50  mil- 
lion on  exploration  this  year;  could  produce  1.4  million  ounces. 
Just  completed  big  expansion,  building  three  mills,  six  plants. 


NEWMONT  MINING 


GORDON  RAE  PARKER 


Denver,  Colo.  303-863-7414 
SALES:  $500  mil.    PROFITS:  $92  mil. 


MARKET  VALUE:  $2.7  Ml. 


►  Born  12/2/35,  Cape  Town,  S.  Africa;  BS 
(1958),  MS  (1959),  Mont.  Sch.  of  Mines;  MBA,  U.  of  Cape  Town, 
1966.  Career  path-engineering/ technical;  tenure-30  years,  CEO  4 
years.  Compensation:  1988  salary  &  bonus,  $823,000;  ownership, 
30,000  shares.  ►  He  must  feel  like  a  ping-pong  ball.  Sent  Boone 
Pickens  packing,  but  that  left  a  pile  of  debt.  Pared  company  down 
to  gold,  coal.  Then  Minorco  went  after  Consolidated  Gold  Fields, 
49%  owner  of  Newmont.  But  Hanson  Trust  won  Consolidated,  in- 
stead. Now  Hanson  is  expected  to  sell  the  stake.  Whew! 
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NIAGARA  MOHAWK  POWER 


William  J.  Donion 
Syracuse,  N.  V.  JlS-m-lSll 
SALES;  $2.8  bil.    PROFITS:  $209  mil. 


MARKET  VALUE:  $1. 7  bil. 


►  Born  1/28/30,  Albany,  N.  Y.;  BS  (econ.),  Si- 
ena, 1962.  Career  path-marketing,  operations  mgmt.;  tenure-41 
years,  CEO  1  year.  Compensation:  1988  salary  &  bonus,  $309,000; 
ownership,  13,000  indirect  shares.''  ►  One-time  meter-reader  con- 
tinues to  grapple  with  nuke  problems.  Outages  at  two  Nine  Mile 
Point  units  carried  over  into  1989;  regulators  made  utility  absorb 
replacement  power  costs  associated  with  shutdown.  That  will 
cost  3$  a  share-per  month.  It  may  get  worse:  Customers  could  be 
in  for  refunds  when  plants  are  running  again. 


NICOR 


RICHARD  Gordon  Cline 


Naperville,  III.  312-242-U70 
SALES:  $1.5  bil.    PROFITS:  $106  mil. 


MARKET  VALUE:  $1.2  bil. 
►  Born  2/17/35,  Chicago, 


111.;  BS  (liberal 

arts),  U.  of  111.,  1957.  Career  path-merchandising/marketing; 
tenure-4  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$827,000;  ownership,  27,000  shares.  ►  Warmer  winter  didn't  chill 
his  results,  thanks  to  residential  construction  growth  around 
suburban  Chicago.  Keeps  profits  up  in  core  gas  business:  Stor- 
age capacity  lets  him  buy  when  prices  are  low.  And  multiple  pipe- 
line links  let  this  ex-supermarket  exec  shop  around.  Rebounds  in 
his  energy  production  and  ocean-shipping  units,  too. 


sra,! 
nlei 


NIKE 


PHILIP  H.  KNIGHT 

Beaverton,  Ore.  503-6^1-6^53 


SALES:  $1.2  bil.    PROFITS:  $102  mil. 

MARKET  VALUE:  $1.9  bil. 

►  Born  2/24/38,  Portland,  Ore.;  BA  (business 
admin.),  U.  of  Ore.,  1959;  MBA,  Stanford,  1962.  Career  path-fi- 
nance/accounting; tenure-20  years,  CEO  20  years.  Compensa- 
tion: 1988  salary  &  bonus,  $256,000;  ownership,  605,000  shares. 
►  Like  pitchman  Bo  Jackson,  shoemaker's  turnaround  is  rooted 
in  quality,  versatility,  power.  Took  a  licking  from  Reebok  but 
sprinted  back  with  innovative  "crosstrainer"  shoes  and  lots  of  ad- 
vertising. Made  management  more  disciplined,  bought  a  few 
companies  to  broaden  product  base.  Wall  Street  loves  him. 


NIPSCO  INDUSTRIES 


EDMUND  ARMIN  SCHROER 


Hammond,  Ind.  219-853-5200 

SALES:  $1.5  bil.    PROFITS:  $123  mil. 

MARKET  VALUE;  $l.Jt  bil. 

►  Born  2/14/28,  Hammond,  Ind.;  BA  (busi- 
ness), Valparaiso,  1949;  JD,  Northwestern  Law,  1952.  Career 
path-legal;  tenure-13  years,  CEO  13  years.  Compensation:  1988 
salary  &  bonus,  $325,000;  ownership,  9,000  direct,  26,000  indirect 
shares.  ►  Leading  a  strong  recovery  from  a  drubbing  on 
scrapped  nuclear  plant.  Activity  at  northern  Indiana  steel  mills  is 
rebounding,  making  them  hungry  for  his  gas,  electricity.  Unlike 
other  utility  chiefs,  he's  not  panicked  by  proposed  acid-rain  laws. 
Most  of  his  coal  plants  already  have  scrubbers. 


BE  ton 


NL  INDUSTRIES 


J.  Landis  Martin 


Houston,  Tex.  713-987-4000 

SALES:  $1  bil.    PROFITS;  $134  mil. 

MARKET  VALUE:  $1.8  bil. 

►  Born  11/5/45,  Grand  Island,  Neb.;  BS  (busi- 
ness), Northwestern,  1968;  JD,  Northwestern  Law,  1973.  Career 
path-legal;  tenure-2  years,  CEO  2  years.  Compensation:  1988  sal- 
ary &  bonus,  $627,000;  ownership,  4,000  direct,  3,000  indirect 
shares.  ►  Sales  and  profits  at  his  chemical  business  hitting  new 
highs.  Former  lawyer  of  takeover  artist  Harold  Simmons  recent- 
ly bought  into  Georgia  Gulf  chemicals  concern.  Draws  some  70% 
of  sales  from  abroad,  wants  to  keep  it  that  way.  Spun  off  Baroid, 
petroleum-services  unit,  which  he  turned  around  and  still  runs. 


NOBIE  AFFILIATES 


ROBERT  KELLEY 


Ardmore,  Okla.    405-223-4110  . 
SALES:  $171  mil.    PROFITS:  $12  mil. 
MARKET  VALUE:  $629  mil. 


r 


►  Born  6/18/45,  Durant,  Okla.;  BS  (business 
admin.),  U.  of  Okla.,  1973.  Career  path-finance/accounting;  ten- 
ure-14  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$258,000;  ownership,  6,000  shares.'  ►  A  contrarian  who  increased 
exploration  last  year  while  most  of  the  industry  was  buying  re- 
serves. Very  high  on  Canada  where  he  thinks  government-regu- 
lated gas  prices  will  be  more  stable  over  time.  Strong  cash  posi- 
tion allows  him  to  spend  in  the  oilpatch  without  increasing  debt. 
Has  a  lot  riding  on  his  hunch  that  energy  prices  will  improve. 


ofN, 
BiB;te! 


NORDSON 


William  Paul  Madar 


Westlake,  Ohio  216-892-1580 
SALES:  $245  mil.    PROFITS:  $32  mil. 


MARKET  VALUE:  $494  mil. 

►  Born  11/3/39,  Warren,  Ohio;  BS  (chem. 
eng.),  Purdue,  1961;  MBA,  Stanford,  1965.  Career  path- 
prod. /riri;';.,  Lransp.;  tenure-4  years,  CEO  4  years.  Compensation: 
1988  salary  £  bonus,  $847,000;  ownership,"  60,000  shares.  ►  Big 
part  of  ;  business  in  high-speed  automated  packaging  and 
painting  ^  umtis  come;-;  from  Europe,  where  company  is  long-es- 
tablished. .  ;  w  he's  looking  forward  to  doing  even  better  as  the 
European  mai  ket  revs  up.  Soft-spoken  technocrat  spends  a  lot  of 
time  cultivating  business  relationships  abroad. 


NORDSTROM 

BRUCE  A.  NORDSTROM 
Seattle,  Wash.  206-628-2111 


SALES;  $2.3  bil.    PROFITS;  $123  mil. 


MARKET  VALUE;  $3.4  bil. 

►  Born  10/1/33,  Seattle,  Wash;  BA,  U.  of 
Wash.,  1956.  Career  path-merchandising/marketing;  tenure-29 
years,  CEO  12  years.  Compensation:  1988  salary  &  bonus, 
$454,000;  ownership,  3,428,000  direct,  2,473,000  indirect  shares. 
►  Lead  shareholder  in  tight,  five-man  team  of  chiefs  running  the 
service-mad  store  chain.  Some  caution  among  consumers  and 
plain  boredom  with  the  latest  in  American  fashion  are  hurting. 
New-store  openings  have  shaved  profits  some.  Will  grow  15% 
this  year,  down  from  recent  pace  of  about  25%. 


I 
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NORFOLK  SOUTHERN 

Arnold  Borden  mcKinnon 
Norfolk,  Va.  804-629-2680 
SALES:  $4.5  bil.    PROFITS:  $635  mil. 
MARKET  VALUE:  $7.3  bil. 


►  Born  8/13/27,  Goldsboro,  N.  C;  AB,  Duke, 
950;  LLB,  Duke  Law,  1951.  Career  path-finance/accounting,  le- 
jal;  tenure-38  years,  CEO  3  years.  Compensation:  1988  salary  & 
)onus,  $1,108,000;  ownership,  19,000  direct,  7,000  indirect  shares. 
►  Ambitious  "roadrailer"  system  developed  with  North  Ameri- 
;an  Van  Lines,  with  trucks  that  also  run  on  rails,  has  contributed 
;o  record  growth.  Outlook  could  be  clouded  by  economic  slow- 
iown,  but  he's  in  better  position  than  some  because  company  is 
/ery  lean.  With  $650  million  in  cash,  he's  looking  for  acquisitions. 


NORTHEAST  BANCORP 


..,.r;  JR. 


Hartford,  Conn.  203-665-5000 

SALES:  $323  mil.    PROFITS:  $35  mil. 

MARKET  VALUE:  $502  mil. 

►  Born  3/26/34,  Bridgeport,  Conn.;  BS 
(econ.),  Widener,  1957.  Career  path-finance/accounting,  admin., 
commercial  banking;  tenure-30  years,  CEO  3  years.  Compensa- 
tion: 1988  salary  &  bonus,  $376,000;  ownership,  23,000  shares.^ 
►  With  interest  spreads  under  pressure,  he's  bracing  for  econom- 
ic slowdown.  Hopes  to  compensate  with  increasing  income  from 
credit  cards,  trust  services.  Merger  with  Bank  of  NY  still  hung  up 
by  state  regulators;  pursuing  other  deals.  Likes  golf,  and  asso- 
ciates say  he's  especially  genial  when  winning  money  at  it. 


NORTHEAST  UTILITIES 


WILLLA.M  B.  ELLIS 


Hartford,  Conn.  203-665-5000 
SALES:  $2.1  bil.    PROFITS:  $263  mil. 


MARKET  V.ALUE:  $2.3  bil. 

►  Bom  7/4/40,  Vicksburg,  Miss.;  BS  (chem. 
eng.),  Carnegie-Mellon,  1962;  PhD  (chem.  eng.),  U.  of  Md.,  1966. 
Career  path-engineering/technical;  tenure-13  years,  CEO  6 
years.  Compensation:  1988  salary  &  bonus,  $475,000;  ownership, 
9,000  direct,  4,000  indirect  shares.  ►  Spun  off  gas-distribution 
arm  to  focus  on  electricity.  Made  $1.2  billion  bid  for  non-nuclear 
assets  of  bankrupt  PS  New  Hampshire;  spurned  so  far.  Pains: 
Law  makes  him  buy  lots  of  high-price  excess  cogeneration  pow- 
er, and  he's  not  getting  the  rate  hikes  he  wants. 


NORTHERN  STATES  POWER 

JAMES  J.  HOWARD 


Minneapolis,  Minn.  612-330-5500 
SALES:  $2  bil.    PROFITS:  $215  mil. 
MARKET  VALUE:  $2.3  bil. 


►  Born  7/1/35,  Pittsburgh,  Pa.;  BBA,  U.  of 
Pittsburgh,  1957;  MS  (business),  MIT,  1970.  Career  path-opera- 
tions; tenure-3  years,  CEO  3  years.  Compensation:  1988  salary  & 
bonus,  $526,000;  ownership,  5,000  shares.  ►  Last  year's  heat 
wave  should  have  been  a  boon,  especially  after  major  cost-cut- 
ting. But  earnings  growth  disappointed.  Burdened  plants  ran  up 
big  maintenance  bills.  Also  wrote  off  two  cogeneration  plants. 
Sprucing  up  old  hydro  plants,  may  build  transmission  line  into 
Canada  to  buy  power.  Known  for  bluntness,  plain  speaking. 


NORTHERN  TRUST 


WESTON  ROBERT  CHRISTOPHERSON 
Chicago,  III.  312-630-6000 
SALES:  $1  bil.    PROFITS:  $109  mil. 


MARKET  VALUE: 


.1  bil. 


►  Born  5/5/25,  Walum,  N.  D.;  BS  (business), 
U.  of  N.  D.,  1949;  JD,  U.  of  N.  D.  Law,  1951.  Career  path-opera- 
tions; tenure-5  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $816,000;  ownership,  82,000  shares.  ►  Recent  top-level 
personnel  shifts  don't  portend  a  change  in  direction:  He's  staving 
with  core  trust  business  and  commercial  banking.  Trimmed  LDC 
debt,  may  even  make  a  profit  this  year  from  lackluster  Arizona 
bank  acquired  in  1986.  Takeover  winds  are  blowing  for  banks  of 
this  size,  so  he  has  a  new  ESOP.  Planning  office  child-care  center. 


NORTHROP 


THOMAS  V.  JONES 


Los  Angeles,  Calif.  213-553-6262 
SALES:  $5.8  bil.    LOSS:  $31  mil. 


MARKET  VALUE:  $1.1  bil. 


Bom  7/21/20,  Pomona,  Calif.;  BS  (eng.), 
Stanford,  1942.  Career  path-engineering/ technical,  planning; 
tenure-36  years,  CEO  29  years.  Compensation:  1988  salary  &  bo- 
nus, $681,000;  owTiership,  34,000  direct,  1,004,000  indirect  shares.® 
►  Unable  to  overcome  lingering  stigma  of  many  scandals,  inves- 
tigations, cost  overruns,  will  step  down  at  yearend.  Successor 
Kent  Kresa  must  restore  Northrop's  tarnished  image,  fight  con- 
gressional cutbacks  on  $70-billion  B-2  Stealth  bomber,  which  cat- 
apulted company  to  big  leagues  of  defense  contracting. 


NORTON 

JOHN  M.  Nelson 


Worcester,  Mass.  508-795-5000 
S.ALES:  $1.J,  bil.    PROFITS:  $85  mil. 


MARKET  VALUE: 


2  bil. 


►  Born  8/9/31,  New  York,  N.  Y.;  AB,  Wesley- 


NORWEST 

LLOTO  PETER  JOHNSON 


Minneapolis,  Minn.  612-667-1234 
SALES:  $2.5  bil.  PROFITS:  $211  mil. 
MARKET  VALUE:  $2  bil. 


an,  1953;  MBA,  Harvard,  1959.  Career  path-engineering/techni- 
cal, sales;  tenure-30  years,  CEO  2  years.  Compensation:  1988  sal- 
ary &  bonus,  $723,000;  ownership,  8,000  direct,  4,000  indirect 
shares.  ►  Predecessor's  restructuring  is  still  paying  off  for  him. 
Abrasives  business-sandpaper,  grindstones-is  growing  smooth- 
ly. He  added  new  plants  in  Brazil,  Mexico,  Malaysia,  aiming  to  be- 
come low-cost  supplier.  Pinning  hopes  for  growth  on  high-tech 
ceramics,  plastics.  Enjoys  hanging  out  with  his  kids,  parties. 


►  Born  5/1/30,  Minneapolis,  Minn.;  BA  (busi- 
ness), Carleton,  1952;  MBA  (finance),  Stanford,  1954.  Career 
path-finance /accounting;  tenure-5  years,  CEO  5  years.  Compen- 
sation: 1988  salar>-  &  bonus,  $1,243,(300;  ownership,  90,000  direct, 
7,000  indirect  shares.  ►  Turning  this  regional  banker  into  one  of 
the  Industrie's  most  successful.  Controlling  risks  and  costs,  but 
he's  expansion-minded,  too.  Dwindling  Third  World  loans  are 
100%  reserved,  and  he's  watching  LBO  loans.  Buying  banks  in 
Iowa,  Arizona,  and  Twin  Cities.  Employees  call  him  Lloyd. 
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C 1989.  Audi  of  America. 


d 


tarts  InThe  Streets. 


The  new  Audi  V8.  For  a  closer  look,  caU  1-800-FOR-AUDI. 

The  Alternate  Route. 


NOVELL 

Raymond  J.  Noorda 


Provo,  Utah  801-379-5900 
SALES:  $281  mil.    PROFITS:  $30  mil. 
MARKET  VALUE:  $724  mil. 
►  Born  6/19/24,  Ogden,  Utah; 


BS  (elect. 

eng.),  U.  of  Utah,  1949.  Career  path-engineering/technical,  mar- 
keting; tenure-6  years,  CEO  6  years.  Compensation:  1988  salary 
&  bonus,  NA;  ownership,  4,562,000  direct,  4,170,000  indirect 
shares.  ►  Horse-riding  fixit  man  turned  around  computer  compa- 
ny by  shedding  hardware.  Now  dominates  lucrative  networking- 
software  market.  Paid  $160  million  for  networker  Excelan.  Un- 
veiled important  new  software  that  lets  big  computers 
communicate,  plus  a  product  that  speeds  PC  networking. 


NOXELL 

George  L.  Bunting  Jr. 


Hunt  Valley,  Md.  301-785-7300 
SALES:  $522  mil.    PROFITS:  $51  mil. 


MARKET  VALUE:  $880  mil. 

►  Born  10/23/40,  Baltimore,  Md.;  BS,  Loyola, 
1962;  MBA  (marketing),  Columbia,  1964.  Career  path-merchan- 
dising/marketing; tenure-23  years,  CEO  16  years.  Compensa- 
tion: 1988  salary  &  bonus,  $556,000;  ownership,  294,000  direct, 
1,067,000  indirect  shares.  ►  Will  put  the  company  his  grandfather 
founded  75  years  ago  in  hands  of  Procter  &  Gamble.  Companies 
will  merge  in  stock  deal.  P&G's  marketing  clout  may  get  sales 
growing  again.  Cover  Girl  is  top  brand.  Clarion  line  for  over-25s 
shows  promise.  Scion  may  have  more  time  for  skiing,  sailing. 


NUCOR 


F.  KENNETH  IVERSON 


Charlotte,  N.  C.  701,-366-7000 
SALES:  $1.1  Ml.     PROFITS:  $71  mil. 


MARKET  VALUE:  $H  bil. 

►  Born  9/18/25,  Downers  Grove,  III;  BS 
(mech.  eng.),  Cornell,  1945;  MS  (mech.  eng.),  Purdue,  1947.  Career 
path-engineering/technical;  tenure-27  years,  CEO  24  years. 
Compensation:  1988  salary  &  bonus,  $526,000;  ownership,  213,000 
direct,  29,000  indirect  shares.  ►  Vocal  critic  of  slow-moving  big 
steelmakers  has  reaped  fat,  steady  profits  with  automated 
plants,  nonunion  labor,  profit  sharing.  Latest  expansion  has  in- 
creased debt  nearly  sixfold.  Eyes  are  on  computerized  Indiana 
plant:  Glitches  could  hurt  profits  needed  to  pay  down  debt. 


NWNL 

John  E.  Pearson 

Minneapolis,  Minn.  612-372-5432 

SALES:  $2.3  bil.    PROFITS:  $47  mil. 

MARKET  VALUE:  $482  mil. 

►  Born  1/17/27,  Minneapolis,  Minn.;  BA 
(business),  U.  of  Minn.,  1948.  Career  path-merchandising/mar- 
keting; tenure-40  years,  CEO  12  years.  Compensation:  1988  sala- 
ry &  bonus,  $407,000;  ownership,  6,000  shares.  ►  "Demutua- 
lized"  and  renamed,  his  insurance  company,  no  longer  a  hybrid,  is 
wholly  owned  by  shareholders.  New  structure  eases  borrowing, 
but  still  faces  cyclical  slump  in  property/casualty,  delinquencies 
in  commercial-mortgage  portfolio.  Group  insurance  rebounded 
nicely,  though.  Committed  to  helping  disadvantaged  youth. 


NYNEX 

WILLIAM  c.  Ferguson 


New  York,  N.  Y.  212-370-7400 
SALES:  $12.7  bil.    PROFITS:  $1.3  bil. 


MARKET  VALUE:  $16  bil. 

►  Born  10/26/30,  Detroit,  Mich.;  AB,  Albion, 
1952.  Career  path-engineering/technical,  operations;  tenure-37 
years,  CEO  4  months.  Compensation:  1988  salary  &  bonus, 
$682,000;  ownership,  8,000  direct,  7,000  indirect  shares.  ►  Static 
on  the  line:  Company  has  one  of  phone  industry's  highest  cost 
structures,  and  its  corporate  business  is  falling  off.  Some  $5  bil- 
lion in  capital  improvements  over  the  next  two  years  will  lower 
maintenance  costs,  hike  revenues.  But  what  he  really  wants  is 
court  0.  K.  to  get  into  information  and  long-distance  businesses. 


OCCIDENTAL  PETROLEUM 

Armand  Hammer 


Los  Angeles,  Calif.  213-879-1700 
SALES:  $19.4  bil.    PROFITS:  $313  mil. 


MARKET  VALUE:  $8.1  bil. 


►  Born  5/21/98,  New  York,  N.  Y.;  BS,  1919; 
MD,  1921,  Columbia.  Career  path-entrepreneur;  tenure-32  years, 
CEO  32  years.  Compensation:  1988  salary  &  bonus,  $2,455,000; 
ownership,  1,032,000  direct,  193,000  indirect  shares.  ►  Ever  con- 
troversial, he's  still  in  firm  control  of  the  oil  giant.  Recently  drew 
shareholder  suit  from  big  investor  for  financing  a  $30  million  art 
museum  bearing  his  name.  Deep  in  refinancing  to  cut  debt  after 
$2.3  billion  purchase  of  Cain  Chemical.  Formed  a  $400  million  coal 
mine  venture  with  China  just  before  the  violent  crackdown. 


OCEAN  DRILLING  &  EXPLORATION 


Jerry  w.  Watkins 
New  Orleans,  La.  504-561-2811 
SALES:  $377  mil.    LOSS:  $30  mil. 
MARKET  VALUE:  $1.2  bil. 
►  Born  12/10/31,  Vernon, 


Tex.;  attended 

Hendrix  Coll.;  JD,  U.  of  Ark.,  1954.  Career  path-legal;  tenure-4 
months.  CEO  \  months.  Compensation:  1988  salary  &  bonus,  NA; 
ownership,  N.-\.  t^  Replaced  Hugh  J.  Kelly,  who  left  suddenly  af- 
ter oil  producer  dropped  its  bid  for  Odeco.  He's  likely  to  keep  rigs 
idle  rather  lliy  a  put  them  to  v/ork  at  loss.  With  24  of  his  38  work- 
ing rigs  alre^i/ly  operating  in  rate-depressed  Gulf  of  Mexico, 
though,  he's  still  posting  losses.  Costs  and  debt  are  low,  so  he's 
well-positioned  if  that  oil-patch  rebound  ever  comes. 


OGDEN 


RALPH  EMIL  ABLON 

New  York,  N.  Y.  212-868-6100 


SALES:  $1.1  bil.    PROFITS:  $58  mil. 

MARKS:T  VALUE:  $1.3  bil. 

►  Born  10/26/16,  Tupelo,  Miss.;  BS  (busi- 
ness), Ohio  State,  1938.  Career  path-administration;  tenure-51 
years,  CEO  27  years.  Compensation:  1988  salary  &  bonus, 
$2,058,000;  ownership,  269,000  shares.  ►  Wants  to  get  stock  price 
up  at  this  services  conglomerate.  So  he's  spinning  off  107"  to  20% 
of  his  Ogden  Projects  Inc.,  the  U.  S.  leader  in  waste-to-energy 
services.  Figures  investor  interest  will  spill  over  to  parent.  Ex- 
panding in  construction,  management  of  sports  arenas.  Looks 
good,  since  new  stadiums  are  planned  by  a  third  of  major  metros. 
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OHIO  CASUALTY 


Joseph  Larue  Marcum 

Hamilton,  Ohio  513-867-3000 

SALES:  $1.6  bil.    PROFITS:  $128  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  7/2/23,  Hamilton,  Ohio;  AB  (business 
admin.),  Antioch,  1947;  MBA,  Miami  U.  (Ohio),  1965.  Career  path- 
merchandising/mariteting;  tenure-42  years,  CEO  1  year.  Com- 
pensation: 1988  salary  &  bonus,  $353,000;  ownership,  142,000  di- 
rect, 614,000  indirect  shares.  ►  Hiker  spent  two  weeks  in  Antarc- 
tica, plans  to  climb  Mt.  Kilimanjaro  next  year.  Took  top  job  at  age 
65  to  ready  new  management.  But  with  that  kind  of  energy,  he's 
unlikely  to  retire  soon.  Although  earnings  hit  a  peak,  California 
insurance  operations  face  rate  problems. 


OHIO  EDISOH 


JUSTIN  T.  Rogers  Jr. 


Akron,  Ohio  216-384-5100 
SALES:  $2.1  bil.    PROFITS:  $230  mil. 


MARKET  VALUE:  $3.3  bil. 
►  Born  8/4/29,  Sandusky,  Ohio;  AB  (polit. 


sci.),  Princeton,  1951;  JD,  U.  of  Mich.  Law,  1954.  Career  path-mer- 
chandising/marketing, legal;  tenure-31  years,  CEO  10  years. 
Compensation:  1988  salary  &  bonus,  $455,000;  ownership,  5,000 
direct,  2,000  indirect  shares.  ►  He's  turning  to  interest-rate  re- 
duction, redeeming  bonds  and  issuing  new  ones,  to  cut  costs. 
Problem:  write-offs  associated  with  two  part-owned  nuclear 
plants.  Meanwhile,  consumer  groups  claim  his  rates  are  already 
the  state's  highest.  Deep  in  clean-coal  projects. 


OKLAHOMA  GAS  &  ELECTRIC 


JAMES  G.  HARLOW  jR. 


Oklahoma  City,  Okla.  405-272-3000 
SALES:  $1.1  bil.    PROFITS:  $138  mil. 


MARKET  VALUE:  $1.5  bil. 

►  Born  5/29/34,  Oklahoma  City,  Okla.;  BS 
(eng.),  U.  of  Okla.,  1957.  Career  path-finance/accounting;  ten- 
ure-29  years,  CEO  14  years.  Compensation:  1988  salary  &  bonus, 
$400,000;  ownership,  10,000  direct,  15,000  indirect  shares.  ►  With 
the  state  economy  still  flickering,  he's  marking  time  until  things 
get  better.  Cut  rates  to  municipalities  hard-pressed  to  pay  their 
street-lighting  bills,  pushed  plant  efficiency,  opened  a  Business 
Resource  Center  to  lure  out-of-state  businesses.  Big  education 
advocate,  he  heads  Oklahoma  U.'s  fund-raising  foundation. 


OLD  KEHT  FIHANCIAL 


John  C.  Canepa 


Grand  Rapids,  Mich.  616-771-5000 
SALES:  $726  mil.    PROFITS:  $77  mil. 


MARKET  VALUE:  $685  mil. 
►  Born  8/26/30,  Newburyport, 


Mass.;  AB, 

Harvard,  1953;  MBA,  NYU,  1960.  Career  path-finance/account- 
ing; tenure-17  years,  CEO  7  years.  Compensation:  1988  salary  & 
bonus,  $557,000;  ownership,  118,000  direct,  4,000  indirect  shares. 
►  Conservative  banker  has  made  his  regional  one  of  the  nation's 
top  performers.  Shunning  the  wild  expansion  of  many  of  his  ri- 
vals, he  has  made  a  few  acquisitions  at  sensible  prices.  Now,  com- 
pany is  the  target  of  covetous  superregionals  such  as  Banc  One 
in  Columbus.  Vows  to  remain  independent. 


OLD  REPUBLIC  IHTERHATIOHAL 

WILLIAM  RUFFNER  STOVER 

Chicago,  III.  312-346-8100 

SALES:  $1.1  bil.     PROFITS:  $51  mil. 

MARKET  VALUE:  $542  mil. 

►  Born  8/31/22,  Washington,  D.  C;  attended 
Northwestern.  Career  path-merchandising/marketing,  insur- 
ance; tenure-45  years,  CEO  16  years.  Compensation:  1988  salary 
&  bonus,  $310,000;  ownership,  59,000  direct,  16,000  indirect 
shares.  ►  During  a  bad  downturn  in  title  insurance,  his  conserva- 
tive accounting  pushed  up  losses.  That  should  make  this  year 
look  better,  he  reasons.  Meanwhile,  keeps  growing  by  adding 
new  businesses:  a  joint  venture  to  insure  agricultural  risks,  plus 
a  title-insurance  company  in  fast-growing  Los  Angeles  market. 


OLIN 

John  w.  Johnstone  Jr. 


Stamford,  Conn.  203-356-2000 
SALES:  $2.3  bil.    PROFITS:  $98  mil. 


MARKET  VALUE:  $1.4  bil. 


►  Born  11/19/32,  Brooklyn,  N.  Y.;  BA  (chem., 
Hartwick,  1954.  Career  path-merchandising/market- 


physics) 

ing;  tenure-10  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $759,000;  ownership,  36,000  shares.**  ►  Former  basketball 
star  is  shooting  to  clean  up  conglomerate,  maker  of  everything 
from  pool  chemicals  to  rifle  ammo.  Ditching  duds,  like  ammonia 
and  urea  unit.  Cash  will  pay  down  debt,  fund  $200  million  in  stock 
buybacks,  ESOP.  ROE's  up,  and  he's  looking  for  big  earnings 
growth,  though  shrinking  margins  in  metals,  ammo  won't  help. 


OMHICOM  GROUP 

BRUCE  Crawford 


New  York,  N.  Y.  212-415-3600 
SALES:  $881  mil.    PROFITS:  $39  mil. 


MARKET  VALUE:  $580  mil. 

►  Born  3/16/29,  West  Bridgewater,  Mass.; 
BS  (econ.),  Wharton,  1952.  Career  path-account  mgmt.;  tenure-7 
months,  CEO  7  months.  Compensation:  1988  salary  &  bonus,  NA*'; 
ownership,  50,000  shares.  ►  In  his  four-year  stint  as  general 
manager  at  the  Metropolitan  Opera  he  wiped  out  the  deficit  and 
restored  financial  health.  Back  on  Mad  Ave.  he'll  be  working 
hard  to  make  his  $200  million  acquisition  of  London's  BMP  agency 
work.  That  makes  him  No.  5  in  London  and  gives  needed  interna- 
tional clout.  Favorite  opera:  The  Marriage  of  Figaro. 


OHEOK 


J.  D.  SCOTT 


Tulsa,  Okla.  918-588-7000 
SALES:  $571  mil.    PROFITS:  $7  mil. 


MARKET  VALUE:  $423  mil. 
►  Born  12/28/31,  Seymour, 


Tex.;  BS  (civil 

eng.),  Tex.  A&M,  1954.  Career  path-engineering/technical,  oper- 
ations; tenure-36  years,  CEO  3  years.  Compensation:  1988  salary 
&  bonus,  $239,000;  ownership,  6,000  shares.  ►  Man  in  the  middle, 
and  take-or-pay  is  the  issue.  When  oil  prices  collapsed,  his  indus- 
trial-gas customers  wanted  lower  prices,  but  his  wellhead  suppli- 
ers had  contracts  requiring  payment  for  contracted  gas  whether 
it  was  lifted  or  not.  Fight  has  been  in  and  out  of  the  courts  for 
years.  Grows  pecans  in  an  orchard  in  central  Oklahoma. 
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ORACLE  SYSTEMS 


Lawrence  Joseph  Ellison 

Belmont,  Calif.  415-598-8000 

SALES:  $282  rail.    PROFITS:  $43  mil. 

MARKET  VALUE:  $2.4  bil. 

►  Born  8/17/44,  New  York,  n!  y!;  BS,  U.  of 
Chicago,  1965.  Career  path-engineering/technical;  tenure-12 
years,  CEO  12  years.  Compensation:  1988  salary  &  bonus, 
$1,363,000;  ownership,  17,023,000  direct,  200,000  indirect  shares.** 
►  He's  known  as  a  superb  marketer  who  keeps  managing  to  dou- 
ble revenues  every  year.  His  data-base  management  software 
probably  runs  on  more  minicomputers  and  mainframes  than  any 
rival's,  but  he  still  hasn't  done  as  well  on  PCs.  Works  at  home  in 
the  morning  to  avoid  distractions,  then  bikes  20  miles  to  office. 


ORANGE  &  ROCKLAND  UTILITIES 

James  F.  Smith 

Pearl  River,  N.  Y.  914-352-6000 

SALES:  $487  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  $382  mil. 

►  Born  5/15/36,  Saugus,  Mass.;  BS  (account- 
ing), Bentley,  1956.  Career  path-finance/accounting;  tenure-25 
years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$404,000;  ownership,  3,000  direct,  6,000  indirect  shares.  ►  He's 
not  planning  to  build  new  capacity  for  this  small  utility  serving 
counties  in  New  York,  northern  New  Jersey,  Pennsylvania.  Rely- 
ing on  existing  coal-fired  plants,  cogeneration,  purchases  from 
other  utilities  and  independent  producers.  Profits  got  slow  start 
in  1989;  cool  summer  saw  demand  well  below  last  year's  peak. 


ORION  PICTURES 


ERIC  PLESKOW 

New  York,  N.  Y.  212-758-5100 
SALES:  $469  mil.    PROFITS:  $14  mil. 


MARKET  VALUE:  $372  mil. 


►  Born  4/24/24,  Vienna,  Austria;  attended 
CUNY.  Career  path-finance,  sales;  tenure-11  years,  CEO  11 
years.  Compensation:  1988  salary  &  bonus,  $717,000;  ownership, 
NA.**  ►  A  longtime  film  salesman,  he  and  Chairman  Arthur  Krim 
fended  off  a  takeover  move  by  National  Amusements  head  Sum- 
ner Redstone.  Pal  John  Kluge  helped  out  and  got  a  big  stake  for 
his  trouble.  But  with  duds  like  Great  Balls  of  Fire,  he's  not  burn- 
ing up  the  box  office.  No  boffo  new  TV  shows,  either,  and  slow  re- 
run sales  to  boot. 


ORYX  ENERGY 

ROBERT  P.  HAUPTFUHRER 


Dallas,  Tex.  214-890-6000 
SALES:  $1.1  bil.    LOSS:  $305  mil. 
MARKET  VALUE:  $4.2  bil. 


►  Born  12/31/31,  Philadelphia,  Pa.;  BA  (pub- 
lic affairs),  Princeton,  1953;  MBA,  Harvard,  1957.  Career  path- 
finance/accounting;  tenure-32  years,  CEO  1  year.  Compensation: 
1988  salary  &  bonus,  $161,000^;  ownership,  9.000  direct,  50,000  in- 
direct shares.  ►  Runs  the  U.  S.  oil-production  spinoff  from  Sun, 
which  kept  refining,  marketing.  Now  he's  going  global  with  the 
$1.3  billion  buy  of  BP  Exploration  international  properties.  Nice, 
since  he  loves  world  travel  and  he'll  get  his  fill  of  it.  At  home,  he's 
a  pianist  and  supporter  of  the  Dallas  Symphony 


OSHKOSH  B'GOSH 

CHARLES  F.  HYDE 


Oshkosh,  Wis.  414-231-8800 


SALES:  $253  mil.    PROFITS:  $19  mil. 

MARKET  VALUE:  $507  mil. 

►  Born  6/11/20,  Maplewood,  N.  J.;  BA,  Wes- 


OUTBOARD  MARINE 

CHARLES  DANIEL  STRANG 


Waukegan,  III.  312-689-6200 
SALES:  $1.6  bil.    PROFITS:  $72  mil. 


leyan,  1943.  Career  path-sales/marketing;  tenure-41  years,  CEO 
22  years.  Compensation:  1988  salary  &  bonus,  $402,000;  owner- 
ship, 42,000  direct,  779,000  indirect  shares.  ►  Busting  out  of  his 
bib  overalls.  Last  year,  when  the  company  failed  to  meet  strong 
demand,  customers  canceled  orders.  Now,  he's  updating  comput- 
er systems  and  building  five  new  plants.  New  target  is  Europe, 
where  Oshkosh  is  fashion  chic.  Stateside,  challenge  is  hanging  on 
to  '80s  babies  as  they  become  clothes-conscious  teens. 


MARKET  VALUE:  $634  mil. 
►  Born  4/12/21,  Brooklyn, 


N.Y.;  BSME 

(mech.  eng.),  Polytechnic  Inst,  of  Brooklyn,  1943.  Career  path- 
engineering/technical,  general  mgmt.;  tenure-23  years,  CEO  10 
years.  Compensation:  1988  salary  &  bonus,  $1,067,000;  owner- 
ship, 20,000  shares.  ►  Trimming  sails  as  rough  seas  rock  boating 
industry.  Earnings  sank  757p  in  third  quarter  of  fiscal  1989.  In- 
dustry sales  down,  inventory-heavy  dealers  are  likely  to  cut  back 
orders  still  more  next  year.  More  bad  news:  Irwin  Jacobs,  boss  at 
rival  Genmar,  may  be  buying  stock,  cruising  to  take  him  over. 


OVERSEAS  SHIPHOLDING  GROUP 

MORTON  PKTI'R  HV.VIA.N 

New  York,  N.  Y.  212-869-1222 

.SALES:  $307  mil.    PROFITS:  $46  mil. 


MARKET  VALUE: 


mil 


►  Born  1/9/36,  New  York,  N.  Y.;  BA  (govern- 
merl),  Cornell,  1956;  LLU,  Cornell  Law,  1959.  Career  path-legal; 
tenui'e-  20  years,  CEO  18  years.  Compensation:  1988  salary  &  bo- 
nus. $500,000;  ownership,  70,000  direct,  18,000  indirect  shares. 
►  Secretive  shipping  magnate's  contrarian  instincts  are  paying 
off.  Ordered  a  dozen  new  tankers  and  ore  boats  when  overcapaci- 
ty w;is  rocking  industry  and  prices  were  cheap.  Now,  as  he's  tak- 
ing delivery,  demand  is  way  up.  Why?  Worldwide  economic  boom 
has  increased  shipments  of  oil  and  raw  materials  for  steel. 


OWENS  CORNING  FIBERGLAS 


WILLIAM  W.  BOESCHENSTEIN 


Toledo,  Ohio  419-248-8000 

SALES:  $2.8  bil.    PROFITS:  $197  mil. 

MARKET  VALUE:  $1.5  bil. 

►  Born  9/7/25,  Chicago,  111.;  BS  (business), 
Yale,  1950.  Career  path-merchandising/marketing;  tenure-39 
years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$1,375,000;  ownership,  104,000  direct,  174,000  indirect  shares. 
►  Making  progress  paying  down  debt  incurred  to  defend  against 
raid  by  Wickes  in  1986.  But  prospects  are  mixed.  Construction  in- 
dustry slowdown  has  cut  into  roofing  business;  leisure-boating 
unit  hurting.  Fiberglass  making  inroads  on  steel  in  transporta- 
tion, but  that  could  suffer  as  auto  production  slows. 
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Charles  McGee  Pigott 


Bellevue,  Wash.  206455-7400 

SALES:  $3.3  bil.    PROFITS:  $176  mil. 

MARKET  VALUE:  $1.8  bil. 

►  Born  4/21/29,  Seattle,  Wash.;  BS,  Stanford, 
1951.  Career  path-operations;  tenure-33  years,  CEO  22  years. 
Compensation:  1988  salary  &  bonus,  $885,000;  ownership, 
1 ,304,000  direct,  951,000  indirect  shares.  ►  Doesn't  like  publicity, 
ets  the  numbers  talk.  Founder's  grandson  is  demanding  boss 
ivho's  kept  heavy-duty  truck  maker  profitable  and  debt-free.  Ex- 
ploiting rivals'  weaknesses  by  keeping  costs  low,  prices  up.  Next 
/ear  should  bring  a  slowdown,  but  diversifying  into  leasing,  oth- 
er complementary  businesses  should  help  weather  it. 


PACIFIC  ENTERPRISES 


Paul  Albert  Miller 


Los  Angeles,  Calif.  213-895-5000 
SALES:  $5.9  bil.    PROFITS:  $229  mil. 


MARKET  VALUE:  $3.1  bil. 

►  Born  10/30/24,  San  Francisco,  Calif.;  BA, 


Harvard,  1946.  Career  path-finance/accounting;  tenure-41 
years,  CEO  21  years.  Compensation:  1988  salary  &  bonus, 
$992,000;  ownership,  20,000  direct,  23,000  indirect  shares. 
►  Founder's  grandson  weathered  nasty  proxy  battle  last  spring, 
when  union  demanded  a  board  seat.  Spent  nearly  $260,000  to  win. 
But  shareholder  dissent  remains.  Diversification  into  retail- 
drugs,  sporting  goods-showing  growth.  Debt,  meager  earnings 
from  Southern  California  gas  unit  crimping  expansion  plans. 


PACIFIC  GAS  &  ELECTRIC 


RICHARD  A.  Clarke 


San  Francisco,  Calif.  415-972-7000 
SALES:  $7.6  bil.    PROFITS:  $62  mil. 


MARKET  VALUE:  $8.7  bil. 


►  Born  5/18/30,  San  Francisco,  Calif.;  AB  (po- 
litical sci.),  U.  of  Calif,  at  Berkeley,  1952;  JD,  U.  of  Calif.  Law, 
1955.  Career  path-legal;  tenure-34  years,  CEO  3  years.  Compen- 
sation: 1988  salary  &  bonus,  $548,000;  ownership,  15,000  shares." 
►  Living  with  new  volatility  after  unusual  settlement  over  Dia- 
blo Canyon  nuke  plant.  Deal  with  regulators  ties  earnings  to 
plant's  production,  so  he  must  keep  it  running  smoothly.  So  far, 
so  good,  but  profits  could  slow  later  this  year  when  parts  of  plant 
close  for  refueling.  Expanding  pipelines  into  unregulated  fields. 


PACIFIC  TELECOM 


CHARLES  E.  ROBINSON 


Vancouver,  Wash.  206-696-0983 

SALES:  $552  mil.    PROFITS:  $58  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  12/3/33,  Salem,  Ark.  Career  path- 
operations;  tenure-29  years,  CEO  4  years.  Compensation:  1988 
salary  &  bonus,  $388,000;  ownership,  17,000  shares.**  ►  Alaska's 
economic  deep  freeze  has  slowed  his  big  plans.  He's  bidding  for 
the  Anchorage  municipal  telephone  system.  Battling  like  a  griz- 
zly to  win  long-distance  share  from  rival  General  Communica- 
tions. Through  acquisitions  and  internal  growth,  he's  the  No.  4 
U.  S.  supplier  of  international  telecommunications  service.  In- 
tense by  nature;  tries  to  relax  by  piloting  a  plane  and  boating. 


PACIFIC  TELESIS  GROUP 


Sam  Ginn 


San  Francisco,  Calif  415-882-8000 
SALES:  $9.5  bil.    PROFITS:  $1.2  bil. 


MARKET  VALUE:  $19.3  bil. 

►  Born  4/3/37,  St!  Clair,  Ala.;  BS  (indust. 
mgmt.),  Auburn,  1959;  MBA,  Stanford,  1968.  Career  path-engi- 
neering/technical; tenure-29  years,  CEO  1  year.  Compensation: 
1988  salary  &  bonus,  $774,000;  ownership,  10,000  direct,  3,000  in- 
direct shares.  ►  He's  the  first  Baby  Bell  exec  to  land  a  U.  S.  ca- 
ble-TV company.  Is  distribution  of  movies  by  telephone  next?  He 
also  has  No.  2  cellular  phone  business,  though  his  refusal  to  pay 
top  prices  for  acquisitions  could  leave  him  behind  aggressive 
McCaw.  Hits  the  gym  at  5:30  a.m.  every  day  for  treadmill  run. 


PACIFICORP 


ALFRED  M.  GLEASON 


Portland,  Ore.  503-464-6104 
SALES:  $3.5  bil.    PROFITS:  $447  mil. 


MARKET  VALUE:  $5.1  bil. 

►  Born  4/4/30,  Sheridan  Co.,  Kan.;  attended 
U.  of  Oregon.  Career  path-finance/accounting,  administration; 
tenure-40  years,  CEO  9  months.  Compensation:  1988  salary  &  bo- 
nus, $504,000;  ownership,  10,000  shares.  ►  Manager  of  wide  expe- 
rience likes  to  work  with  his  hands;  has  built  homes  he's  lived  in. 
Also  built  a  small  phone  unit  into  billion-dollar  telecom  subsid- 
iary, winning  top  slot  at  this  utility.  Next  challenge:  He'll  have  to 
oversee  merger  with  Utah  Power  &  Light,  which  should  help 
keep  rates  stable  for  five  years.  Expanding  coal,  gas  operations. 


PAINEWEBBER  GROUP 


DONALD  B.  MARRON 


New  York,  N.  Y.  212-713-2000 
SALES:  $2.5  bil.    PROFITS:  $42  mil. 


MARKET  VALUE:  $654  mil. 

►  Born  7/21/34,  Goshen,  N.  Y.;  attended  Ba- 
ruch  Sch.  of  Business.  Career  path-financial  services;  tenure-24 
years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$1,250,000;  ownership,  310,000  direct,  10,000  indirect  shares.  ►  In- 
sists firm  is  not  for  sale,  despite  persistent  takeover  rumors.  Dis- 
missed many  low-producing  brokers,  replaced  them,  and  added 
another  200.  Seeking  cost  savings  by  shifting  back-office  opera- 
tion to  New  Jersey.  Talks  tough  about  competing  with  invest- 
ment-banking elite,  but  remains  essentially  a  retail  broker. 


PALL 


ABRAHAM  KRASNOFF 

Glen  Cove,  N.  Y.  516-671-4000 


SALES:  $429  mil.  PROFITS:  $57  mil. 
MARKET  VALUE:  $1.3  bil. 


►  Born  6/7/20,  Newark,  N.  J.;  BS,  1949;  MBA 
(econ.),  1950,  NYU.  Career  path-finance/accounting:  tenure-38 
years,  CEO  20  years.  Compensation:  1988  salary  &  bonus, 
$588,000;  ownership,  15,000  direct,  147,000  indirect  shares. 
►  Despite  last  year's  settlement  of  patent  infringement  suit,  con- 
tinues to  post  record  earnings  with  high-tech  filtration,  fluids- 
separation  systems.  Blood  filter  that  may  have  AIDS-fighting  ap- 
plications is  drawing  attention.  Small  defense  and  aerospace  unit 
is  growth  laggard,  but  he's  holding  on  to  it  for  now. 
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PAN  AM 

Thomas  G.  Pi.askett 

New  York,  N.  Y.  212-880-1234 

SALES:  $S.  fi  bil.    LOSS:  $97  mil. 

MARKET  VALUE:  $599  mil. 

►  Born  12/24/43,  Raytown,  Mo.;  BS  (indust. 
eng.),  GMI  Inst.,  19(i6;  MBA,  Harvard,  1968.  Career  path-fi- 
nance/accounting; tenure-2  years,  CEO  2  years.  Compensation: 
1988  salary  &  bonus,  $494,000;  ownership,  5,000  shares.  ►  He  was 
muscled  aside  by  A!  Checchi  in  his  bid  for  Northwest,  the  latest  in 
a  string  of  setbacks.  Was  revving  up,  winning  union  agreements 
and  raising  capital.  Then  Lockerbie  disaster  sent  passengers 
fleeing,  handing  him  a  $159  million  loss  in  first  half.  Says  he'll 
need  a  monied  partner  to  prosper,  but  takers  are  hard  to  get. 


PANHANDLE  EASTERN 

ROBERT  D.  HUNSUCKER 

Houston,  Tex.  713-627-5^00 

SALES:  $1.3  bil.    LOSS:  $172  mil. 

MARKET  VALUE:  $2.4  bil. 

►  Born  3/8/25,  Winchester,  Kan.;  BA  (ac- 
counting), Washburn,  1952.  Career  path-finance/accounting; 
tenure-37  years,  CEO  7  years.  Compensation:  1988  salary  &  bo- 
nus, $484,000;  ownership,  49,000  direct,  24,000  indirect  shares. 
►  Tough,  cost-slashing  moves  may  have  put  darkest  days  behind 
this  gas  pipeliner.  Recently  bought  Texas  Eastern,  flinging  com- 
pany into  Northeast  markets.  But  heavy  debt  load  hurting  prof- 
its. Selling  Houston  real  estate  and  North  Sea  oil  properties  to  re- 
duce debt.  Should  be  well-positioned  for  rebound. 
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PARAMOUNT  COMMUNICATIONS 

MARTIN  S.  Davis 

New  York,  N.  Y.  212-373-8000 

'.1  bil.    PROFITS:  $385  mil. 
\9  bil. 

►  Born  2/5/27,  New  York, 


SALES: 


MARKET  VALUE: 


N.Y.;  attended 

CCNY,  NYU.  Career  path-merchandising/marketing,  finance/ac- 
counting, adm.,  ops.;  tenure-32  years,  CEO  7  years.  Compensa- 
tion: 1988  salary  &  bonus,  $3,673,000;  ownership,  882,000  direct, 
65,000  indirect  shares.  ►  Scrappy  street  fighter  lost  controversial 
bid  for  Time.  Still,  he's  shed  all  nonmedia  units  to  make  former 
Gulf  &  Western  focused  entertainment  powerhouse.  Although 
publishing  unit  boasts  only  so-so  results,  entertainment  side  is 
red  hot.  Indiana  Jones  a  box-office  winner. 


PARK  COMMUNICATIONS 

ROY  H.  Park 

Ithaca,  N.  Y.  607-272-9020 

SALES:  $160  mil.    PROFITS:  $19  mil. 

MARKET  VALUE:  $493  mil. 

►  Born  9/15/10,  Dobson,  N.  C;  BS  (journal- 
ism), N.  C.  State,  1931.  Career  path-PR,  adv./news/bdcst.  media; 
tenure-27  years,  CEO  27  years.  Compensation:  1988  salary  &  bo- 
nus, $617,000;  ownership,  12,322,000  shares.**  ►  Not  the  retiring 
sort.  Still  works  10-hour,  six-day  weeks,  nurturing  his  diverse 
and  growing  media  empire.  Currently  has  seven  TV  stations,  19 
radio  stations,  and,  with  acquisitions  in  North  Carolina  this  year, 
131  newspapers.  When  not  amassing  media  properties,  he  col- 
lects antique  cars  and  watches  and  raises  peacocks. 
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PARKER  HANNIFIN 

Paul  G.  Schloemer 
Cleveland,  Ohio  216-531-3000 
SALES:  $2.3  bil.    PROFITS:  $107  mil. 
MARKET  VALUE:  $1.5  bil. 


►  Born  7/29/28,  Cincinnati,  Ohio;  BS  (mech. 
eng.),  U.  of  Cincinnati,  1951;  MBA,  Ohio  State,  1955.  Career  path- 
engineering/  technical,  production/manufacturing;  tenure-32 
years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$765,000;  ownership,  54,000  shares.*  ►  Formula  for  maker  of  hy- 
draulic and  pneumatic  systems:  Give  managers  autonomy,  keep 
business  units  in  scale,  grow  through  small  acquisitions.  Pays  off 
in  rising  market  share,  though  acquisition,  new  programs 
pinched  aerospace  results.  Won  big  Boeing  order  this  year. 
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PENH  CENTRAL 


CARL  HENRY  LINDNER 

Cincinnati,  Ohio  513-579 

-6600 

SALES:  $1.5  bil.    PROFITS:  $ 

94  mil. 

MARKET  VALUE:  $1.9  bil. 


►  Born  4/22/19,  Dayton,  Ohio.  Career  path- 
finance/accounting,  entrepreneur;  tenure-7  years,  CEO  3  years. 
Compensation:  1988  salary  &  bonus,  $615,000;  ownership, 
21,524,000  shares.'"  ►  Has  $1  billion  in  cash  and  an  equal  amount 
in  tax  credits.  Boasts  he  could  do  a  $6  billion  deal.  Most  interested 
in  financial  services,  but  so  far  he's  been  leery  of  high  prices.  His 
only  major  buy  of  late  was  $249  million  to  consolidate  insurance 
company  Republic  American.  That  rescues  the  parent  company 
from  investment  company  status,  which  has  tax  consequences. 
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PENNEY  (J.  C.) 

WILLIAM  R.  HOWELL 

Dallas,  Tex.  214-591-1000 

SALES:  $15.3  bil.    PROFITS:  $807  mil. 

MARKET  VALUE:  $8.4  bil. 

►  Born  1/3/36,  Claremore,  Okla.;  BBA  (busi- 
ness ingmt.),  U.  of  Okla.,  1958.  Career  path-merchandising/ mar- 
keting; tenijre-31  years,  CEO  6  years.  Compensation:  1988  salary 
&  bonus,  $795,000;  ov/nership,  29,000  direct,  5,000  indirect  shares. 
►  With  New  York-to-Dallas  move  complete,  he  can  concentrate 
on  boosting  sales  Retail  outlets  now  sell  mainly  softgoods,  leav- 
ing the  rest  to  catalog.s.  Good  cost-saving  idea,  but  store  sales 
have  slipped,  and  low-price  rivals  are  pushing  hard.  Wants  to  sell 
catalog  goods  via  ambitious,  and  risky,  new  cable-TV  venture. 


PENNSYLVANIA  POWER  &  LIGHT 

ROBERT  KENNETH  CAMPBELL 
Allentown,  Pa.  215-770-5151 
SALES:  $2.2  bil.    PROFITS:  $332  mil. 
MARKET  VALUE:  $3  bil. 
►  Born  6/20/30,  Chicago,  111 


BS,  111.  Inst,  of 

Tech.,  1952;  MS,  U.  of  111.,  1956;  MBA,  U.  of  Chicago,  1958;  JD,  Loy- 
ola Law,  1962.  Career  path-engineering/technical,  administra- 
tion, operations;  tenure-13  years,  CEO  11  years.  Compensation: 
1988  salary  &  bonus,  $357,000';  ownership,"  6,000  direct,  9,000  in- 
direct shares.  ►  Runs  efficient  nuke  operation,  but  conventional 
plants  burning  high-sulfur  coal  will  be  hit  if  proposed  acid-rain 
regulation  forces  smokestack  refitting.  Could  cost  hundreds  of 
millions.  Banking  on  marketing,  wholesaling,  to  buoy  earnings. 
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THE    CORPORATE  ELITE 


PENNZOIL 

Randal  B.  McDonald 

Houston,  Tex.  713-5464000 

SALES:  $2.1  Ml.    LOSS:  $187  mil. 

MARKET  VALUE:  $3.1  bil. 

►  Born  9/27/30,  El  Campo,  Tex.;  BA,  U.  of 
Tex.,  1952.  Career  path-finance/accounting;  teiiure-2  years, 
CEO  1  year.  Compensation:  1988  salary  &  bonus,  $383,000;  owner- 
ship, 23,000  shares.  ►  Financial  whiz,  close  friend  of  predecessor 
Hugh  Liedtke.  Still  looking  for  energy  acquisition.  Interest  on  $3 
billion  settlement  with  Texaco  topped  earnings  in  core  motor  oil 
and  automotive  business  last  year.  He'd  rather  spend  the  cash, 
but  bargains  in  oil  and  gas  hard  to  come  by.  Buying  back  stock; 
paid  $35  million  for  80%  of  Jiffy  Lube.  May  spin  off  sulfur  unit. 


PEOPLES  ENERGY 

Eugene  A.  Tracy 

Chicago,  III.  312-431-4000 

SALES:  $1.1  bil.    PROFITS:  $78  mil. 

MARKET  VALUE:  $770  mil. 

►  Born  12/14/27,  Oak  Park,  111.;  BS  (business 
accounting).  Northwestern,  1951;  MBA,  DePaul,  1958.  Career 
path-finance/accounting;  tenure-38  years,  CEO  8  years.  Com- 
pensation: 1988  salary  &  bonus,  $315,000;  ownership,  17,000  di- 
rect, 19,000  indirect  shares.  ►  Wants  to  see  more  competition- 
among  his  gas  suppliers.  Able  to  buy  from  three  companies,  he's 
adding  a  fourth  interstate  pipeline  link.  Utility  has  racked  up  big 
savings  since  deregulation  by  buying  gas  on  spot  market.  Chal- 
lenge: growth,  since  most  homes  in  his  area  already  use  gas  heat. 


PEP  BOYS-MANNY,  MOE  &  JACK 

BENJAMIN  STRAUSS 
Philadelphia,  Pa.  215-229-9000 
SALES:  $656  mil.    PROFITS:  $38  mil. 
MARKET  VALUE:  $868  mil. 
►  Born  10/14/36,  Philadelphia, 


Pa.;  BS  (En- 
glish), UCLA,  1958;  LLB,  UCLA  Law,  1961.  Career  path-merchan- 
dising/marketing, legal;  tenure-24  years,  CEO  11  years.  Compen- 
sation: 1988  salary  &  bonus,  $391,000;  ownership,  1,234,000 
direct,  66,000  indirect  shares.  ►  Cashing  in  on  the  decline  of  the 
neighborhood  garage  by  adding  service  bays  and  technical  staff 
to  his  parts  stores.  Also  boosting  parts  sales  with  lifetime  guar- 
antees and  hard-to-get  items.  Expanding  in  the  South.  Family  has 
reduced  stake  in  company  from  (55%  to  20'/'?  in  two  years. 


PEPSICO 

D.  WAYNE  CALLOWAY 
Purchase,  N.  Y.  914-253-2000 
SALES:  $13  bil.    PROFITS:  $762  mil. 
MARKET  VALUE:  $15.4  bil. 

►  Born  9/12/35,  Elkin,  N.  C;  BBA  (account- 
ing). Wake  Forest,  1959.  Career  path-finance/accounting,  man- 
agement; tenure-23  years,  CEO  3  years.  Compensation:  1988  sala- 
ry &  bonus,  $1,365,000;  ownership,  22,000  shares.  ►  Snacktime. 
Frito-Lay's  helping  him  cook  up  fifth  straight  year  of  record 
earnings,  thanks  to  cost  cutting,  foreign  growth.  Restaurants- 
Pizza  Hut,  Taco  Bell,  KP'C-picking  up  despite  industry  indiges- 
tion. Acquisitions  hit  $4  billion  in  past  year,  including  bottlers, 
British  snackmakers.  New  Pepsi  ad  slogan:  A  Generation  Ahead. 


PERKIN-ELMER 

HORACE  G.  McDONi-  Ll. 

Norwalk,  Conn.  203-762-1000 

SALES:  $1.2  bil.    PROFITS:  $60  mil. 

MARKET  VALUE:  $1.2  bil. 

►  Born  9/23/28,  Manhasset,  N.  Y.;  BA  (phys- 
ics), Adelphi,  1952.  Career  path-engineering/technical,  market- 
ing; tenure-37  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $750,000;  ownership,  60,000  shares.  ►  Disappointing  year 
for  respected  scientific  manager.  After  a  16-year  try,  he  gave  up 
on  production  equipment.  Lost  market  share  to  Japanese  despite 
strong  technology.  Also  shedding  government  systems  and  (Ger- 
man aerospace  units  to  concentrate  on  core  of  scientific  instru- 
ments and  materials.  Plays  tennis  in  spare  time. 


PETRIE  STORES 


MILTON  PETRIE 

Secaucus,  N.  J. 

201-866-3600 

SALES:  $1.2  bil. 

PROFITS:  $35  mil. 

MARKET  VALUE: 

$1.2  bil. 

►  Born  8/5/02,  Salt  Lake  City,  Utah.  Career 

path-founder;  tenure-57  years,  CEO  57  years.  Compensation: 
1988  salary  &  bonus,  $150,000;  ownership,  28,304,000  direct, 
87,000  indirect  shares.  ►  After  four  flat  years,  sales,  earnings 
are  growing  again  at  his  1,585-store  women's  apparel  chains.  He 
recently  added  to  holdings;  now  owns  60'/{  of  stock.  Some  Wall 
Streeters  speculate  that  he  may  try  to  go  private.  He's  given  $123 
million  to  charity  over  his  50  years  in  the  business.  As  the  son  of  a 
policeman,  he  has  a  soft  spot  for  survivors  of  slain  officers. 


PFIZER 

EDMUND  T.  PR.ATT  JR. 
New  York,  N.  Y.  212-573-2323 
SALES:  $5.4  bil.    PROFITS:  $791  mil. 
MARKET  VALUE:  $11.5  bil. 
►  Born  2/22/27,  Savannah, 


Ga.;  BS  (elect. 

eng.),  Duke,  1947;  MBA,  Wharton,  1949.  Career  path-finance/ac- 
counting, administration;  tenure-25  years,  CEO  17  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,371,000;  ownership,  118,000  di- 
rect, 15,000  indirect  shares.  ►  Hates  Wall  Street's  preoccupation 
with  quarterly  earnings,  and  no  wonder:  His  company's  anemic 
results  could  use  a  potent  tonic.  Three  drugs  are  coming  off  pat- 
ent. He's  spending  heavily  on  new-drug  R&D,  but  may  not  be  able 
to  engineer  a  turnaround  before  retirement  in  two  years. 


PHELPS  DODGE 

DOUGLAS  C.  YEARLEY 

Phoenix,  Ariz.  602-234-8100 

SALES:  $2.3  bil.    PROFITS:  $420  mil. 

MARKET  VALUE:  $2.6  bil. 

►  Born  1/7/36,  Oak  Park,  111.;  BS  (metallurgi- 
cal eng.),  Cornell,  1958.  Career  path-engineering/technical,  pro- 
duction/manufacturing; tenure-29  years,  CEO  5  months.  Com- 
pensation: 1988  salary  &  bonus,  $580,000;  ownership,  14,000 
direct,  1,000  indirect  shares."  ►  Classical  music  buff  keeps  a  clari- 
net in  his  office.  Playing  a  happy  tune  these  days  as  copper  prices 
helped  revive  once-ailing  mines.  Gets  much  credit  for  moderniz- 
ing with  predecessor  G.  Robert  "Bull"  Durham.  Diversification 
into  chemicals,  plastics,  and  rubber  helps  insulate  earnings. 
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Innovation 


This  is  the  way  history  might  have  been  writtfn 
but  for  a  sudden  and  fateful  change  of  policy  on  te 
part  of  the  Ming  Emperors. 

In  the  early  15th  century  China  was  the  f^osti 
vanced  power  on  Earth.  The  Middle  Kingdom  led  m:-'f 
world  in  such  decisive  technologies  as  gunpowd|  •'i: 
printing,  metallurgy  engineering,  and  medicine.  Wf}. 

Navigation  was  also  in  China's  strong  suit.  Fr(Pf'5 
1405  to  1433  vast  Chinese  fleets,  which  would  dwi "  - 
much  later  European  expeditions,  were  already  expf 
ing  and  opening  up  trade  routes  westward.  By  141 


let  of  sixty-two  ships  and  28,000  men  had  reached 
east  coast  of  Africa.  It  was  only  a  matter  of  time 
Dre  the  Chinese  discovered  Europe. 
Then,  in  a  sudden  policy  reversal,  the  Ming  Em- 
Drs  halted  all  further  voyages  and  began  to  foster 
atmosphere  of  xenophobic  conservatism.  Science 
technology  decayed.  Trade  became  passive.  And 
next  five  centuries  saw  China  become  one  of  the 
Id's  exploited  nations. 

The  United  States  now  also  finds  itself  at  a  critical 
3  in  history  So  many  domestic  and  defense  needs 
Ke  investment  in  space  exploration  seem,  by  com- 
ison,  of  lower  priority  The  funding  of  our  orbiting 
ce  station,  indeed,  our  whole  space  program, 
ms  to  be  politically  in  doubt. 


One  thing  that  is  inevitable,  though,  is  that  humans 
will  continue  to  reach  out  into  space.  It  is  in  our  nature. 
And  whether  space  is  explored  by  the  United  States 
or  the  Soviet  Union  or  Europe,  it  will  be  explored. 

Had  the  Ming  Emperors  not  hamstrung  China 
five  hundred  years  ago,  history  undoubtedly  would 
have  taken  a  dramatically  different  turn.  But  their  mo- 
ment was  lost. 

The  direction  the  United  States  now  takes  into  — 
or  away  from -space  will  have  implications  for  our 
fate  during  the  next  five  hundred  years.  Our  moment 
is  now. 

^^^Lockheed 

Giving  shape  to  imagination. 


PHH 


Robert  D.  Kunisch 


Hunt  Valley,  Md.  301-771-3600 
SALES:  $1. 7  bil.     PROFITS:  $49  mil. 


MARKET  VALUE:  $652  mil. 
►  Born  7/7/41,  Norwalk,  Conn.;  BS, 


NYU, 

1963.  Career  path-merchandising/marketing;  tenure-18  years, 
CEO  2  years.  Compensation:  1988  salary  &  bonus,  $703,000;  own- 
ership, 26,000  shares.'"'  ►  Sport-fisherman  is  angling  for  growth 
overseas,  broadening  focus  from  U.  K.  to  France  and  Germany. 
Secure  at  home  as  No.  1  in  auto-fleet  management,  though  feel- 
ing some  heat  from  GE.  Office-services  unit  has  been  disappoint- 
ing, but  government-relocation  business  is  up.  Ever  alert  to  new 
services  that  could  cut  costs  for  facilities-management  clients. 


PHILADELPHIA  ELECTRIC 

Joseph  f.  Faquette  Jr. 


Philadelphia,  Pa.  215-81,1-4000 


SALES:  $3.2  bil.    PROFITS:  $566  mil. 


MARKET  VALUE: 


',.6  bil. 

►  Born  8/24/34,  Norwood, 


Mass.;  BS  (civil 

eng.),  Yale,  1956.  Career  path-finance/accounting;  tenure-33 
years,  CEO  1  year.  Compensation:  1988  salary  &  bonus,  $446,000^; 
ownership,  2,000  shares.  ►  Serious  jogger  who  hits  the  street  re- 
ligiously at  5:30  every  morning  is  still  pounding  away  at  his  utili- 
ty's problems.  With  the  help  of  a  noted  nuclear-management  ex- 
pert, he's  finally  ironing  out  kinks  at  Peach  Bottom  plants  closed 
by  regulators  for  safety  infractions.  Closings  put  a  big  dent  in 
earnings.  Hoping  for  help  from  a  big  rate  case  next  spring. 


PHILIP  MORRIS 


Hamish  Maxwell 


New  York,  N.  Y.  212-880-5000 

SALES:  $25.9  bil.    PROFITS:  $2.1  bil. 

MARKET  VALUE:  $38.1  bil. 

►  Born  8/24/26,  Liverpool,  England;  BA, 
Cambridge,  1949.  Career  path-merchandising/marketing;  ten- 
ure-35  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$1,660,000;  ownership,  67,000  direct,  19,000  indirect  shares.  ►  The 
Marlboro  Man  roped  a  big  cheese  when  he  corraled  $13  billion 
food  processor  and  marketer  Kraft.  The  deal  fits  with  his  plan  to 
reduce  company's  dependence  on  cigarette  sales.  More  than  509^ 
of  sales  and  307f  of  earnings  now  come  from  non-tobacco  busi- 
nesses. Enjoys  avant-garde  theater  and  exotic  travel. 


PHILIPS  IHDUSTRIES 


JOSEPH  W.  DEERING 


Dayton,  Ohio  513-253-7171 
SALES:  $942  mil.    PROFITS:  $46  mil. 


MARKET  VALUE:  $599  ?nil. 

►  Born  4/17/40,  Minneapolis,  Minn.;  AB,  Har- 


vard, 1962;  MBA,  Stanford,  1964.  Career  path-production/manu- 
facturing; tenure-5  years,  CEO  1  month.  Compensation:  1988  sal- 
ary &  bonus,  $230,000;  ownership,  11,000  shares.  ►Going,! 
going. . . .  Experienced  manufacturing  executive  takes  over  the  I 
top  job  in  industrial  and  construction-components  conglomerate  I 
from  retiring  predecessor  just  in  time  to  help  take  the  company 
private  in  an  LBO.  Merrill  Lynch  Capital  is  the  banker.  Company  i 
should  hit  $1  billion  in  sales  this  year. 


mm 


PHILLIPS  PETROLEUM 

C.  J.  SILAS 

Bartlesville,  Okla.  918-661-6600 

SALES:  $11.3  bil.    PROFITS:  $650  mil. 

MARKET  VALUE:  $6.8  bil. 

►  Born  4/15/32,  Miami,  Fla.;  BS  (chem.  eng.), 
Ga.  Inst,  of  Tech.,  1953.  Career  path-production/manufacturing, 
operations;  tenure-36  years,  CEO  4  years.  Compensation:  1988 
salary  &  bonus,  $l,76l",000;  ownership,  72,000  direct,  1,000  indi- 
rect shares.  ►  Banner  year,  another  expected,  thanks  mainly  to 
petrochemicals  boom.  Ex-basketball  star  is  slam-dunking  heavy 
debt  from  Boone  Pickens'  raid,  accelerating  capital  spending  and 
investment.  Most  going  to  research  and  capacity  expansion  in 
chemicals,  plastics.  Clean-air  legislation  could  mean  big  bills. 


PHM 


James  Grosfeld 

Bloomfield  Hills,  Mich.  313-647-2750 
SALES:  $1.2  bil.     PROFITS:  $33  mil. 
MARKET  VALUE:  $433  mil. 
►  Born  6/22/37,  New  York^  N.  Y.;  BA,  Am- 


herst, 1959;  LLB,  Columbia  Law,  1962.  Career  path-legal;  ten- 
ure-17  years,  CEO  15  years.  Compensation:  1988  salary  &  bonus, 
$1,019,000;  ownership,  5,031,000  shares.  ►  Former  Wall  Street  ; 
lawyer  is  known  for  his  financial  savvy.  Parent  of  Pulte  Home 
may  get  a  big  boost  from  buying  five  Texas  thrifts,  complete 
with  hefty  tax  breaks.  On  the  homebuilding  front,  he's  lifting 
margins  by  building  more  upscale  homes.  Yet  liquidation  of  its 
third-party  mortgage  insurer,  TMIC,  is  still  pinching  profits. 


PIC  'H'  SAVE 


Lewis  Biehl  Merrifield  HI 
Dominguez,  Calif.  213-537-9220 
SALES:  $402  mil.    PROFITS:  $47  mil. 


MARKET  VALUE:  $648  mil. 

Born  10/22/39,  Philadelphia, 


Pa.;  BS, 

UCLiA,  19t)2;,;j),  use  Law,  1966.  Career  path-finance/accounting; 
tenure-18  year.s,  CEO  3  years.  Compensation:  1988  salary  &  bo- 
nus, $850,000;  ownership,  509,000  shares.  ►  Martial  arts  are  his 
hobby;  he's  pretty  tougli  in  the  marketplace,  too.  His  chain  of 
close-out  merchandise  stores  numbers  172;  plans  to  add  40  each 
year.  Remodeling  older  stores,  broadening  selection.  Reads  a 
book  a  day-from  philcsophy  tracts  to  management  guides-then 
churns  out  memos  to  impart  gathered  wisdom  to  staffers. 


PIER  1  IMPORTS 


CLARK  A.  JOHNSON 

Fort  Worth,  Tex.  817-878-8000 

SALES:  $415  mil.    PROFITS:  $22  mil. 

MARKET  VALUE:  $451  mil. 

►  Born  4/27/31,  Omaha,  Neb.;  BA  (market- 


ing), U.  of  Iowa,  1956.  Career  path-merchandising/marketing; , 
tenure-7  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$810,000;  ownership,  187,000  shares.  ►  Experienced  furniture  re- 
tailer exited  troubled  Wickes  Corp.  when  corporate  fixer  Sanford 
Sigoloff  came  in,  eventually  took  over  chain  selling  imported 
wicker  and  bamboo  home  accessories.  Pushed  merchandise  up- 
scale, marketed  to  affluent  baby  boomers,  and  turned  in  record 
sales,  profits.  Problems  in  new  apparel  lines,  but  back  on  track. 
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PINNACIE  WEST  CAPITAL 


Keith  L.  turley 


Phoenix,  Ariz.  602-234-1142 
SALES:  $1.4  bil.    PROFITS:  $38  mil. 
MARKET  VALUE:  $1.1  bil. 


►  Born  6/16/23,  Mesa,  Ariz.;  BA  (journalism). 


Ariz.  State,  1948.  Career  path-utility  mgmt.;  tenure-41  years, 
CEO  16  years.  Compensation:  1988  salary  &  bonus,  $578,000;  own- 
ership, 5,000  shares.  ►  Leading  Phoenix  booster  who  helped 
bring  pro  football  to  town.  A  lot  less  popular  with  shareholders. 
After  poor  performance  by  his  holding  company,  which  controls 
both  the  state's  top  utility  and  S&L,  he  offered  to  resign.  May 
spin  off  the  thrift,  but  that  will  leave  other  trouble  spots  in  land 
development  and  uranium  mining. 


PIONEER  HI-BRED  INTERNATIONAL 


Thomas  N.  Urban 


Des  Moines,  Iowa  515-245-3500 
SALES:  $875  mil.    PROFITS:  $62  mil. 


MARKET  VALUE:  $1.3  bil. 

►  Born  5/26/34,  Des  Moines,  Iowa;  BA  (polit. 
theory),  1956;  MBA,  1960,  Harvard.  Career  path-merchandi&ing/ 
marketing,  operations;  tenure-29  years,  CEO  7  years.  Compensa- 
tion: 1988  salary  &  bonus,  $384,000';  ownership,  117,000  direct, 
96,000  indirect  shares.  ►  His  agricultural  seed  company  is  regain- 
ing its  footing  after  several  years  of  choppy  earnings.  With  ill- 
fated  diversification  into  data  collection  devices  behind  hmi,  he's 
focusing  on  new  seeds  to  help  farmers'  efficiency  and  profits;  big 
push  in  genetics.  Critic  of  raiders,  recently  added  a  poison  pill. 


1  PITNEY  BOWES 


George  B.  Harvey 

Stamford,  Conn.  203-356-5000 

SALES:  $2.6  bil.    PROFITS:  $237  mil. 

MARKET  VALUE:  $4.1  bil. 

►  Born  4/7/31,  New  Haven,  Conn.;  BS  (ac- 
counting), Wharton,  1954.  Career  path-finance/accounting,  gen. 
mgmt.;  tenure-33  years,  CEO  7  years.  Compensation:  1988  salary 
&  bonus,  $859,000;  ownership,  108,000  direct,  30,000  indirect 
shares.  ►  Steady  manager  pushes  heavy  R&D  spending  to  keep 
old-line  business  equipment  company  agile.  Tuned  to  new  mar- 
kets. Sales  of  fax  systems,  the  latest  craze,  should  rise  50%  this 
year.  He's  been  fighting  rising  materials  costs  that  chip  at  mar- 
gins. In  company's  tradition,  he's  active  in  community  affairs. 


PITTSTON 


Paul  w.  Douglas 

Greenwich,  Conn.  203-622-0900 

SALES:  $1.6  bil.    PROFITS:  $37  mil. 

MARKET  VALUE:  $792  mil. 

►  Born  9/12/26,  Springfield,  Mass.;  BA 
(econ.),  Princeton,  1948.  Career  path-merchandising/markeiing; 
tenure-6  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$625,000;  ownership,  9,000  shares.**  ►  Frustrating  year.  After 
getting  things  nicely  ticking  along,  he's  embroiled  in  a  bitter  coal 
strike  that's  bogged  down  company.  Accusations  of  union-bust- 
ing ironic,  since  he's  the  son  of  famed  labor  advocate,  the  late 
Senator  Paul  Douglas.  Air  express,  security  divisions  doing  well, 
but  coal  is  killing  earnings.  Some  institutional  holders  restless. 


PITTWAY 


King  w.  Harris 


Northbrook,  III.  312-498-1260 
SALES:  $771  mil.    PROFITS:  $37  mil. 
MARKET  VALUE:  $472  mil. 
►  Born  4/10/43,  Minneapolis, 


Minn.;  BA 

(econ.),  1965;  MBA,  1969,  Harvard.  Career  path-merchandising/ 
marketing;  tenure-18  years,  CEO  2  years.  Compensation:  1988 
salary  &  bonus,  $467,000;  ownership,  4,000  shares.  ►  Controls 
mini-conglomerate  with  holdings  ranging  from  burglar  alarms  to 
trade  books.  Sold  company's  Florida  golf  resort  and  recently  pur- 
chased six  electronics  publications.  Former  Peace  Corps  volun- 
teer came  back  to  run  family  business.  He's  slated  to  merge  his 
company  with  another  controlled  by  the  Harris  family. 


PNC  FINANCIAL 


THOMAS  HENRY  O'BRIEN 


Pittsburgh,  Pa.  412-762-2000 
SALES:  $3.8  bil.    PROFITS:  $443  mil. 


MARKET  VALUE:  $4.4  bil. 

►  Born  1/16/37,  Pittsburgh,  Pa.;  BS  (com- 
merce), Notre  Dame,  1958;  MBA,  Harvard,  1962.  Career  path-fi- 
nance/accounting;  tenure-27  years,  CEO  4  years.  Compensation: 
1988  salary  &  bonus,  $1,334,000";  ownership,  25,000  shares. 
►  Has  turned  bank  into  one  of  the  largest  regionals  with  ambi- 
tious acquisitions.  Recent  buy:  Bank  of  Delaware.  Good  job  of  as- 
similating them,  too.  Switching  gears  to  count  more  on  internal 
growth.  Lingering  worry  is  nonperforming  real  estate  loans. 
Pushes  employees  hard-and  plays  a  mean  game  of  racquetball. 


POLAROID 

I.  M.  BOOTH 

Cambridge,  Mass.  617-577-2000 
SALES:  $1.9  bil.    LOSS:  $23  mil. 
MARKET  VALUE:  $2.6  bil. 
►  Born  12/7/31,  Atlanta, 


Ga.;  BS  (mech. 
eng.),  1955;  MBA,  1958,  Cornell.  Career  path-engineering/techni- 
cal, operations;  tenure-31  years,  CEO  4  years.  Compensation: 
1988  salary  &  bonus,  $423,000:  ownership,  6,000  shares.  ►  Won 
wrenching  battle  for  control  with  Shamrock  Holdings.  Earnings 
are  up  after  he  cut  2,000  employees.  But  can  it  last?  Revenues  are 
flat,  and  "Mac"  must  confront  maturing  markets.  Appears  to 
have  quashed  rumors  that  he  would  resign  as  CEO,  become  chair- 
man. Awaiting  word  on  damages  in  patent  case  against  Kodak. 


POLICY  MANAGEMENT  SYSTEMS 

LARRY  WILSON 


Columbia,  S.  C.  803-735-4000 

SALES:  $217  mil.    PROFITS:  $20  mil. 

MARKET  VALUE:  $556  mil. 

►  Born  7/31/46,  Greensboro,  N.  C;  BS  (mar- 
keting), 1968;  MBA,  1970,  U.  of  S.  C.  Career  path-engineering/ 
technical,  merchandising/marketing;  tenure-23  years,  CEO  8 
years.  Compensation:  1988  salary  &  bonus,  $462,000;  ownership, 
91,000  shares.  ►  Entrepreneurial  manager  whose  insurance  soft- 
ware was  so  successful  that  parent  company  spun  off  his  divi- 
sion, turned  it  over  to  him.  Systems  are  setting  the  industry  stan- 
dard for  handling  policy  applications  and  premiums.  IBM  just 
took  a  20%  stake.  Restores  old  cars. 
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PORTLAND  GENERAL 

KEN  L.  Hakkis'  :: 


Portland,  Ore.  503-226-8333 

SALES:  $762  mil.    PROFITS:  $109  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  10/14/42,  Bakersfield,  Calif.;  BS, 
1964;  MA  (psychology,  sociology),  1966,  Oregon  State.  Career 
path-finance/accounting;  tenure-15  years,  CEO  10  months.  Com- 
pensation: 1988  salary  &  bonus,  $336,000;  ownership,  2,000 
shares.''  ►  Rose  to  top  after  managing  massive  nuclear  write- 
offs, including  a  stake  in  WPPSS.  Faces  push  from  environmen- 
talists who  want  shutdown  of  another  plant  on  the  Columbia  Riv- 
er. Seeking  acquisitions  that  would  expand  revenues.  A  wine 
connoisseur  who  donates  rare  vintages  to  local  charity  auctions. 


POTLATCH 


Richard  Blalne  Madden 

San  Francisco,  Calif.  ^15-576-8800 

SALES:  $1.1  bil.    PROFITS:  $112  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  4/27/29,  Short  Hills^  N.  J.;  BS  (eng.' 
Princeton,  1951;  JD,  U.  of  Mich.  Law,  1956;  MBA,  NYU,  1959.  Ca 
reer  path-finance/accounting,  production/manufacturing;  ten 
ure-18  years,  CEO  18  years.  Compensation:  1988  salary  &  bonus 
$789,000;  ownership,"  34,000  direct,  10,000  indirect  shares 
►  Focuses  on  quality  packaging,  magazine  stock-not  commodity 
paper  products.  That  should  spell  a  fourth  year  of  record  earn 
ings.  Two  splinters:  profits  in  Idaho  wood  products  squeezed  bj 
timber  shortage,  and  startup  problems  at  new  high-tech  sawmill 


POTOMAC  ELECTRIC  POWER 


EDWARD  FRANKLIN  MITCHELL 
Washington,  D.  C.  202-872-2000 
SALES:  $1.3  bil.    PROFITS:  $211  mil. 


MARKET  VALUE:  $2  bil. 

►  Born  12/23/31,  Harrisonburg,  Va.;  BEE,  U. 
of  Va.,  1956;  MEA  (eng.  admin.),  George  Washington,  1960.  Ca- 
reer path-engineering/technical;  tenure-33  years,  CEO  1  month. 
Compensation:  1988  salary  &  bonus,  $435,000;  ownership,  30,000 
shares.  ►  A  big  summer  storm  wiped  out  power  for  172,000  cus- 
tomers, and  he  gets  credit  for  handling  the  crisis  with  flair.  Inno- 
vative with  alternative  sources  of  energy,  but  must  persuade 
regulators  and  customers  that  he  needs  to  expand  plant  capacity. 
Earnings  growth  slowing  as  rate  increases  in  D.  C.  prove  ticklish. 


PPG  INDUSTRIES 


Vlncent  a.  Sarni 


Pittsburgh,  Pa.  412-434-3131 


SALES:  $5.6  bil.    PROFITS:  $468  mil. 


MARKET  VALUE:  $4.9  bil. 


►  Born  7/11/28,  Bayonne,  N.  J.;  BS  (business 
admin.),  U.  of  R.  I.,  1949.  Career  path-merchandising/market 
ing;  tenure-21  years,  CEO  5  years.  Compensation:  1988  salary  <Si 
bonus,  $1,133,000;  ownership,  36,000  direct,  4,000  indirect  shareslj 
►  Making  remarkable  progress  on  goal  of  47'  growth,  187  RO^ 
through  '94.  Yet,  despite  his  efforts,  glass,  chemicals,  paint  com 
pany  remains  closely  tied  to  cyclical  auto,  construction  m.arkets 
Some  investors  think  a  recession  could  spell  trouble.  "Almosi; 
hoping  for  a  downturn,"  he  says,  just  to  prove  them  wrong. 


PRECISION  CASTPARTS 


EDWARD  HANES  COOLEY 


Portland,  Ore.  503-777-3881 

SALES:  $444  mil.    PROFITS:  $29  mil. 

MARKET  VALUE:  $562  mil. 

►  Born  9/29/22,  Philadelphia,  Pa.;  BS  (mech. 
eng.),  Swarthmore,  1943;  MBA,  Harvard,  1947.  Career  path-pro- 
duction/manufacturing; tenure-33  years,  CEO  33  years.  Compen- 
sation: 1988  salary  &  bonus,  $429,000;  ownership,  3,032,000 
shares.  ►  Rising  metals  prices  and  backup  of  inventory  at  major 
customers  temporarily  hurt  earnings  at  the  biggest  maker  of 
complex  castings  for  jet  engines  and  compressors.  But  aircraft- 
buying  boom  should  help  keep  earnings  aloft  long  term.  Contin- 
ues to  scout  for  acquisitions.  A  skier  and  a  jogger. 


PREMARK  INTERNATIONAL 


Warren  l.  Batts 


Deerfield,  III.  312-405-6000 

SALES:  $2.4  bil.    PROFITS:  $121  mil. 

MARKET  VALUE:  $1.4  bil. 

►  Born  9/4/32,  Norfolk,  Va.;  BS  (elect.  eng.)i 
Ga.  Inst,  of  Tech.,  1961;  MBA,  Harvard,  1963.  Career  path-admin 
istration;  tenure -9  years,  CEO  3  years.  Compensation:  1988  sala 
ry  &  bonus,  $1,204^000;  ownership,  159,000  shares.  ►  His  partji 
had  some  unwelcome  crashers:  High  restructuring  costs  at  Tup 
perware  and  rising  raw-material  prices  for  all  products  art, 
squeezing  earnings  at  this  Dart  &  Kraft  spinoff.  And  with  657o  ol 
profit  from  overseas,  rising  dollar  hurts,  too.  He's  expanding  ir! 
food-service  equipment,  eyeing  Europe. 


PREMIER  INDUSTRIAL 

MORTON  L.  MANDEL 
'^''i'mi     Cleveland,  Ohio  216-391-8300 

SALES:  $528  mil.  PROFITS:  $64  mil. 
MARKET  VALUE:  $1.3  bil. 


►  Born  9/19/21,  Cleveland,  Ohio;  attended 
Case  Western  Reserve.  Career  path-administration;  tenure-43 
years,  CEO  19  years.  Compensation:  1988  salary  &  bonus, 
$375,000;  own<')-ship,  50,000  shares.**  ►  He's  cash-rich  after  years 
of  solid  performance;  just  returned  $100  million  to  shareholders 
with  a  lucrative  stock  buyback.  Distributes  everything  from 
semiconductors  to  fire  hoses.  A  new  social-science  program  at 
Case  Western  will  be  named  after  him.  Not  only  is  he  a  big  con- 
tributor, he  teaches  at  the  university,  too. 


PRESIDENTIAL  LIFE 

HERBERT  KURZ 


Nyack,  N.  Y.  914-358-2300 
SALES:  $298  mil.    PROFITS:  $41  mil. 


MARKET  VALUE:  $391  mil. 


►  Born  3/16/20,  New  York,  N.  Y.;  BA,  Brook- 
lyn Coll.,  1941.  Career  path-insurance;  tenure-24  years,  CEO  24 
years.  Compensation:  1988  salary  &  bonus,  $460,000;  ownership, 
6,880,000  shares.*  ►  Founder  does  nicely  selling  annuities-con 
sidered  a  growth  market  for  the  '90s.  And  stock  has  recovered 
nicely  since  the  crash  despite  heavy  investment  in  junk  bonds, 
subject  of  renewed  jitters.  Has  cut  junk  from  407'  to  257  of  in- 
vested assets,  sticks  with  higher-quality  issues.  Extending  mar-i 
keting  area  further  outside  of  New  York  State.  ; 
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PRICE 


Robert  Edward  Price 


San  Diego,  Calif.  619-5814600 
SALES:  $A.l  bil.    PROFITS:  $95  mil. 


MARKET  VALUE:  $2.2  bil. 


►  Born  8/10/42,  San  Diego,  Calif.;  BA  (busi- 
ness), Pomona,  1964.  Career  path-merchandising/marketing; 
tenure-14  years,  CEO  14  years.  Compensation:  1988  salary  &  bo- 
nus, $230,000;  ownership",  1,323,000  direct,  3,000  indirect  shares. 
►  Son  of  founder  of  this  members-only  discount  retailer,  he 
keeps  plans  under  his  hat.  But  with  his  strongholds  in  California, 
Arizona,  New  Mexico  nearing  saturation,  he's  looking  east.  He'll 
have  to  move  fast,  with  looming  competition  from  rivals  Pace  and 
Sam's  Wholesale  Club-as  in  Sam  Walton,  as  in  Wal-Mart. 


PRICE  (T.  ROWE)  ASSOCIATES 

GE()R(,E  I.  COLl.LNS 


Baltimore,  Md.  301-5^7-2000 

SALES:  $lk2  mil.    PROFITS:  $27  mil. 

MARKET  VALUE:  $393  mil. 

►  Born  7/31/40,  West  Haven,  Conn.;  BA  (his- 
tory, econ.),  Va.  Mil.  Inst.,  1962;  MBA  (finance),  American,  1970. 
Career  path-finance/ accounting;  tenure-18  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $592,000;  ownership,  265,000 
shares."  ►  Ex-semipro  baseball  player  brought  his  big  mutual- 
fund  management  firm  through  long  recovery  from  Bloody  Mon- 
day in  good  shape.  Like  other  direct-marketing  no-load  opera- 
tions, faring  better  in  attracting  investors  than  those  dependent 
on  retail  brokers,  who  are  still  cool  to  funds. 


PRIME  MOTOR  INNS 

DAVID  A.  SiMo.M 


Fairfield.  N.  J.  201-882-1010 

SALES:  $315  mil.    PROFITS:  $77  mil. 

MARKET  VALUE:  $1.2  bil. 

►  Born  4/15/52,  Passaic,  N.  J.;  BS  (business), 
U.  of  Pa.,  1970;  JD,  U.  of  Miami  Law,  1974.  Career  path-legal;  ten- 
ure-12  years,  CEO  4  months.  Compensation:  1988  salary  &  bonus, 
$523,000;  ownership,  84,000  direct,  18,000  indirect  shares.  ►  Suc- 
ceeded his  dad,  who  is  co-founder  and  still  chairman.  Both  are 
quiet  men  who  shun  publicity.  Earnings  growth  has  slowed,  but 
acquisition  of  Ramada's  domestic  franchises  should  help.  Also 
runs  Howard  Johnson  chain.  Strategy:  build  or  buy  motels,  sell 
underlying  assets,  secure  high-profit  management  contracts. 


PRIMERICA 

Sanford  I.  Weill 


Netv  York,  N.  Y.  212-891-8900 


SALES:  $9U  mil.    PROFITS:  $162  mil. 

MARKET  VALUE:  $2.6  bil. 

►  Born  3/16/33,  Brooklyn,  N.  Y.;  BS  (liberal 
arts),  Cornell,  1955.  Career  path-finance/accounting;  tenure-3 
years,  CEO  3  years.  Compensation;  1988  salary  &  bonus, 
$1,282,000;  ownership,  324,000  direct,  25,000  indirect  shares. 
►  Legendary  Wall  Street  bottom-fisher,  architect  of  Shearson 
empire.  Merged  company  with  his  Commercial  Credit,  took  reins 
from  CEO  Jerry  Tsai.  Must  meld  complex  businesses;  life  insur- 
ance, securities  brokerage,  consumer  finance.  Put  his  imprint  on 
Smith  Barney  unit  by  buying  19  Drexel  retail  branches. 


PROCTER  &  GAMBLE 

John  G.  ."^m 

Cincinnati,  Oh  to  513-983-1100 

SALES:  $21. Jf  bl.    PROFITS:  $1.2  bil. 

MARKET  VALUE:  $20.8  bil. 

►  Born  8/1/27,  Listowel,  Ontario,  Canada;  BS 
(bus.),  Miami  U.  (Ohio),  1949.  Career  path-merchandising/mar- 
keting;  tenure-37  years,  CEO  9  years.  Compensation:  1988  salary 
&  bonus,  $1,490,000;  ownership,  45,000  direct,  6,000  indirect 
shares.  ►  He's  reshaping  this  giant  marketer,  making  notorious- 
ly structured  company  more  flexible.  Using  new  marketing  and 
ad  techniques,  trying  joint  ventures  in  drug  products.  Big  boom 
overseas  helps  fuel  earnings.  Latest  expansion  plan:  buy  Noxell 
in  stock  deal,  adding  Cover  Girl,  skin  products. 


PROGRESSIVE 


Peter  Benjamin  Lewis 


Mayfield  Heights,  Ohio  216-464-8000 
SALES:  $1.3  bil.    PROFITS:  $108  mil. 


MARKET  VALUE:  $1  bil. 

►  Born  11/11/33,  Cleveland,  Ohio;  BA  (public 
&  intl.  affairs),  Princeton,  1955.  Career  path-insurance;  ten- 
ure-34  years,  CEO  25  years.  Compensation:  1988  salary  &  bonus, 
$1,299,()00;  ownership",  3,630,000  direct,  296,000  indirect  shares. 
►  Runs  a  canny,  standout  property-casualty  insurer  that  special- 
izes in  high-risk  customers  like  motorcyclists  and  liquor-store 
owners.  Made  deal  with  investor  Alfred  Lerner,  who  put  up  $75 
million  for  10'/'  stake,  and  plans  to  build  investment  unit.  The 
signoff  of  his  annual  report  message;  "Joy,  Love,  and  Peace." 


PROVIDENT  LIFE  &  ACCIDENT 

Winston  W.  Walker 
Chattanooga,  Tenn.  615-755-1011 
SALES:  $2.8  bil.    PROFITS:  $85  mil. 


MARKET  VALUE:  $1.3  bil. 

►  Born  10/19/43,  Traverse  City,  Mich.;  BA, 
Tulane,  1965;  PhD  (mathematics),  U.  of  Ga.,  1969.  Career  path- 
finance/accounting;  tenure-15  years,  CEO  1  year.  Compensation: 
1988  salary  &  bonus,  $264,000;  "ownership,  1,000  shares.^  ►  Man 
of  many  talents:  piano,  ping-pong,  tennis,  pool.  Former  academic 
spent  first  year  wrestling  with  still-troublesome  group  opera- 
tions acquired  from  Transamerica.  Refocusing  core  business  on 
large  groups,  expanding  marketing  programs  nationwide.  Oper- 
ating profits  way  up,  but  ROE  has  slipped  below  107f . 


PSI  HOLDINGS 


JAMES  E.  Rogers  Jr. 


Plainfield,  Ind.  317-839-9611 
SALES:  $1  bil.    PROFITS:  $117  mil. 


market  VALUE:  $879  mil. 

►  Born  9/20/47,  Birmingham,  Ala.;  BS  (busi- 
ness, finance),  U.  of  Ky.,  1970;  JD,  U.  of  Ky.  Law,  1974.  Career 
path-legal;  tenure-1  year,  CEO  1  year.  Compensation:  1988  sala- 
ry &  bonus,  $59,000'*;  ownership,  1,000  shares.'  ►  Former  police 
reporter  turned  utility  lawyer,  FERC  staffer,  and  natural-gas 
exec,  steps  to  controls  of  this  utility.  Newest  hassle  will  be  pend- 
ing clean-air  legislation,  which  is  sure  to  hit  his  main  unit,  Public 
Service  Co.  of  Indiana.  Almost  all  its  capacity  is  fired  by  high-sul- 
fur coal.  Competes  in  triathlons. 
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PUBLIC  SERVICE  CO.  OF  COLORADO 


Delwin  D.  Hock 


Denver,  Colo.  MJ-571-7511 


SALES:  $1.7  hil    PROFITS:  $125  mil. 

MARKET  VALUE:  $1.3  bil. 

►  Born  1/19/35,  Colorado  Springs,  Colo.;  BS 
(business),  U.  of  Colo.,  1956.  Career  path-finance/accounting; 
tenure-27  years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$244,000;  ownership,  4,000  shares.  ►  Broke  ankle  skiing  last 
year;  business  hasn't  been  much  fun,  either.  He's  decommission- 
ing white  elephant  Fort  St.  Vrain  nuclear  plant.  Hot  summer  set 
power-demand  records  but  his  service  area  is  still  depressed. 
Withdrew  formal  offer  to  acquire  debt-laden  power  cooperative 
Colorado  Ute,  but  still  hopes  to  work  a  deal. 


PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 


Jerry  Douglas  Geist 
Albuquerque,  N.  M.  505-768-6500 
SALES:  $842  mil.    LOSS:  $10  mil. 
MARKET  VALUE:  $595  mil. 


►  Born  5/23/34,  Raton,  N.  M.;  BS  (elec.  eng.), 
U.  of  Colo.,  1956.  Career  path-engineering/technical;  tenure-29 
years,  CEO  13  years.  Compensation:  1988  salary  &  bonus, 
$464,000;  ownership,  24,000  shares.  ►  Likes  to  "power  break- 
fast" at  a  truckstop.  Dreams  of  diversification  evaporated  aftci- 
nuke-plant  snags  caused  a  huge  write-down.  He  laid  off  20'  '  i)t' 
the  work  force,  disposed  of  a  fiberboard  plant,  sold  the  Learjet, 
and  cut  his  1990  salary  to  $1.  Once  considered  the  industry  leader 
in  innovation,  he's  now  back  to  good  old  electrical  generation. 


PUBLIC  SERVICE  ENTERPRISE  GROUP 

E.  JAMES  FERLAND 
Newark,  N.  J.  201-430-7000 


SALES:  $i.4  bil.    PROFITS:  $560  mil. 

MARKET  VALUE:  $5.5  bil. 

►  Born  3/19/42,  Boston,  Mass.;  BS  (mech. 
eng.),  U.  of  Me.,  1964;  MBA,  U.  of  New  Haven,  1976.  Career  path- 
engineering/technical,  finance/accounting;  tenure-3  years,  CEO 
3  years.  Compensation:  1988  salary  &  bonus,  $652,000;  owner- 
ship, 5,000  direct,  6,000  indirect  shares.  ►  Thought  he  had  a  deal 
to  import  power  from  the  Midwest  to  meet  contingency  needs, 
but  regulators  nixed  it.  One  bright  spot.  Troubled  Peach  Bot- 
tom-2  nuclear  plant  was  allowed  to  restart  in  June.  It  was  shut 
when  utility  partner  was  accused  of  safety  infractions. 


PUGET  SOUND  BANCORP 


WILLIAM  Warren  Philip 
Tacoma,  Wash.  206-593-3600 


SALES:  $395  mil.    PROFITS:  $40  mil. 

MARKET  VALUE:  $420  m  il. 

►  Born  10/26/26,  Tacoma,  Wash.;  attended 
U.  of  Wash.  Career  path-banking;  tenure-39  years,  CEO  18 
years.  Compensation:  1988  salary  &  bonus,  $395,000;  ownership, 
160,000  shares.  ►  Held  off  hungry  California  bankers  who  have 
been  swallowing  his  competitors.  Best  defense:  maintaining  a 
strong  stock  price.  That  could  change  if  he  doesn't  clean  up  some 
problem  loans  in  Texas  and  Alaska.  The  loans,  which  were  inher- 
ited in  an  acquisition,  have  crimped  earnings.  Truck-driver- 
turned-banker  is  a  collector  of  Western  art. 


PUGET  SOUND  POWER  &  LIGHT 

John  W.  Ellis 

Bellevue,  Wash.  206-454-6363 
SALES:  $791  mil.    PROFITS:  $128  mil. 


MARKET  VALUE:  $1.2  bil. 

►  Born  9/14/28,  Seattle,  Wash.;  BS,  U.  of 
Wash.,  1950;  JD,  U.  of  Wash.  Law,  1953.  Career  path-legal;  ten- 
ure-19  years,  CEO  13  years.  Compensation:  1988  salary  &  bonus, 
.$380,000;  ownership,  -5,000  direct,  13,000  indirect  shares. '  ►  Musi- 
cian who  likes  to  jam  with  pickup  bands.  His  utility  is  keeping  up 
the  tempo,  too.  With  fast  growth,  he's  plugging  into  neighboring 
utilities'  surplus  power  rather  than  buildling  new  plants.  Wants 
to  expand  links  with  other  Northwest  suppliers.  His  meter  read- 
ers report  problems  of  elderly  and  poor  to  local  agencies. 


QUAKER  OATS 

Wii.i.i.AM  Dean  Smithburg 
Chicago,  III.  312-222-7111 


SALES:  $5.3  bil.    PROFITS:  -$'256  mil. 

MARKET  VALUE:  $5  bil. 

►  Born  7/9/38,  Chicago,  111.;  BS  (econ.,  mar- 
keting), DePaul,  1960;  MBA,  Northwestern,  1961.  Career  path- 
marketing,  finance/accounting;  tenure-23  yeai's,  CEO  8  years. 
Compensation:  1988  salary  &  bonus,  $1,186,000;  ownership, 
173,000  direct,  9,000  indirect  shares.  ►  Dogged  by  poor  perfor- 
mance in  pet  food.  Marketing  missteps  in  pooch  chow  nipped  mar- 
gins, though  cereals,  Gatorade,  toys  are  humming.  Write-offs 
pushed  fiscal  1989  earnings  below  last  year's.  Now  this  active 
athlete  (handball,  skiing,  golf,  tennis)  is  shuffling  managers. 


QUAKER  STATE 


Jack  W.  Corn 
Oil  City,  Pa.  814-676-7968 
SALES:  $869  mil.    PROFITS:  $15  mil. 
MARKET  VALUE:  $4-34  mil. 


t  >  Horn  10/8/29,  Cobb  Co.,  Ga.;  BBA,  U.  of 
Ga.,  1953.  Career  path-merchandising/marketing,  real  estate; 
tenure-33  years.  CDO  1  years.  Compensation:  1988  salary  &  bo- 
nus, $250,000;  ownership,  1,000  direct,  2,000  indirect  shares. 
►  Distributor  who  quit  retirement  to  turn  around  company,  try 
to  take  back  No.  1  spot  from  arch-rival  Pennzoil.  Jury  still  out. 
Cut  staff,  curtailed  discounting.  Proi'its  still  not  up  to  speed,  and 
quick-lube  business  suffering  from  heavy  expansion  costs.  Coal, 
insurance,  auto  parts  units  sluggish. 


QUANTUM  CHEMICAL 


John  Hoyt  Stookey 

New  York,  N.  Y.  212-949-5000 

SALES:  $2.9  bil.    PROFITS:  $360  mil. 


MARKET  VALUE:  $1.1  bil. 


►  Born  1/29/30,  New  York,  N.  Y.;  BA,  Am- 
herst, 1952;  BS  (eng.),  Columbia,  1955.  Career  path-administra- 
tion; tenure-14  years,  CEO  3  years.  Compensation:  1988  salary  & 
bonus,  $1,429,000;  ownership,  141,000  shares.  ►  Continues  to 
shake  up  one-time  liquor  distiller  that  he  transformed  into  a 
chemical  producer.  Company  now  concentrates  on  polyethylene 
and  propane;  as  economic  growth  slows,  earnings  in  such  cyclical 
businesses  suffer.  Even  so,  he's  not  likely  to  diversify.  Organizer 
of  the  Berkshire  Choral  Festival. 
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Mainframe?  Noway 


'Fifteen  minutes  witli  Oracle  Financials,  and  I  knew 
I'd  never  be  here  justifying  a  mainframe  to  the  board."  m 


Len  l.eBlanc. 

CFO.  Cadence 


VJadence  Design  Systems  has  emerged  as  the  number- 
one  integrated  circuit  design-automation  company  in  the 
world.  But  rapid  growth  created  complex  accounting  prob- 
lems: acquisitions,  merging  of  different  accounting  systems 
and  decentralization.  One  simple  demonstration  showed 
Cadence  that  Oracle  Financials™  delivers  world-class  function- 
ality, yet  is  so  easy  to  learn  and  use  that  they'd  never  have  to 
read  the  manual. 

Fifteen  minutes  was  enough  to  convince  Cadence  that 
Oracle  Financials'  distributed,  multi  processor  architecture 
gave  them  the  only  alternative  to  a  mainframe  purchase. 
Now,  they  just  just  keep  adding  inexpensive  processors  as  they 
need  them. 

Fifteen  minutes  showed  Cadence  the  same  application  portability 
to  which  both  they  and  Oracle  owed  their  worldwide  success. 


(ladence  delivers  the  same  software  on 
cost-effective  workst^itions,  and  Oracle  is 
the  only  company  that  offers  application 
portability.  No  one  else  is  even  trying. 

One  demonstration  was  well  worth 
Cadence's  time.  It'U  be  worth  yours. 
Call  today  to  reserve  a  seat  in  the  next 
free  Oracle  Financials  seminar  and 
demonstration. 


CaU  1-800-ORACLEl,  ext.  8378  today. 
See  how  much  15  minutes  can  be  worth. 


Oracle  Financials 


-  -4 

T  H  E      I)  R  P  ORATE  ELITE 


QUESTAR 

R.  D.  Cash 


Salt  Lake  City,  Utah  801-534-5000 
SALES:  $486  mil.    PROFITS:  $25  mil. 


MARKET  VALUE:  $7S2  mil. 

►  Born  6/27/42,  Shamrock,  Tex.;  BS,  Tex. 
Tech.,  1966.  Career  path-engineering/technical;  tenure-13 
years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$293,000;  ownership,  16,000  direct,  10,000  indirect  shares.  ►  A  re- 
bound in  the  Mountain  States'  economy  would  help  earnings  of 
his  natural  gas,  brick-making,  and  real  estate  holdings.  Cold  win- 
ter, hot  summer  upped  sales  of  natural  gas.  Expanding  into 
southern  Utah.  Now  experimenting  with  natural-gas-fueled  cars; 
opening  two  naturai-gas  filling  stations  aimed  at  fleet  owners. 


RALSTON  PURINA 

WILUAM  P.  STIRITZ 


St.  Louis,  Mo.  314-982-1000 
SALES:  $5.9  Ml.    PROFITS:  $363  mil. 
MARKET  VALUE:  $5.5  bil. 
►  Born  7/1/34,  Jasper,  Ark. 


BS  (business), 

Northwestern,  1958;  MA  (history),  St.  Louis,  1968.  Career  path- 
merchandising/marketing;  tenure-25  years,  CEO  8  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,029,000;  ownership,  604,000  di- 
rect, 9,000  indirect  shares.  ►  After  five  years  of  cleaning  house, 
he's  got  a  pantry  full  of  top  consumer  brands  and  a  record  of  zip- 
py stock  and  earnings  performance.  But  losing  momentum  now, 
with  all  three  of  his  main  lines-pet  food,  baking,  batteries-facing 
fierce  rivals.  Fighting  back  with  marketing  and  new  products. 


RAMADA 


Richard  Snell 

Phoenix,  Ariz.  602-273-4000 

SALES:  $4  77  mil.    LOSS:  $2  m  il. 


MARKET  VALUE:  $603  7nil. 

►  Born  11/26/30,  Phoenix,  Ariz.;  BA,  Stan- 
ford, 1952;  JD,  Stanford  Law,  1954.  Career  path-legal;  tenure-8 
years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$470,000;  ownership,  20,000  shares.  ►  Soon  not  Ramada-and 
don't  try  looking  for  a  roadside  motel  room.  He's  sold  off  all  its 
motels,  as  well  as  a  chain  of  coffee  shops.  New  Aztar  will  run 
three  casinos.  They're  sturdy,  but  can  they  stay  that  way?  Com- 
petition coming  on  strong,  a  sluggish  economy  could  stifle  reve- 
nues. Wants  to  borrow  $400  million  and  buy  the  casinos  outright. 


RAYCHEM 

Paul  Maxwell  Cook 


Menlo  Park,  Calif.  415-361-3333 
SALES:  $1.1  bil.    PROFITS:  $125  mil. 


MARKET  VALUE:  $1.3  bil. 


►  Born  4/25/24,  Ridgewood,  N.  J.;  BS  (chem. 
eng.),  MIT,  1947.  Career  path-engineering/technical;  tenure-32 
years,  CEO  7  years.  Compensation:  1988  salary  &  bonus, 
$1,000,000;  ownership,  634,000  shares.  ►  Hoping  there's  light  at 
the  end  of  the  fiber-optics  tunnel.  Earnings  squeezed  by  spend- 
ing of  some  $60  million  a  year  on  development  of  fiber-optics  sys- 
tem for  phone  companies.  Sales  of  existing  products,  such  as 
electronics,  are  slowing,  so  he's  trimming  costs.  Exotic  joint  ven- 
tures with  Japanese.  He's  chief  technologist. 


RAYTHEON 


THOMAS  L.  Phillips 


Lexiyrgton,  Mass.  617-862-6600 
SALES:  $8.2  bil.    PROFITS:  $490  mil. 


MARKET  VALUE:  $5.3  bil. 

►  Born  5/2/24,  Istanbul,  Turkey;  BS,  1947; 
MA  (elect,  eng.),  1948,  Va.  Polytechnic  Inst.  Career  path-engi- 
neering/technical; tenure-41  years,  CEO  21  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,105,000;  ownership,  136,000  shares. 
►  Focus  on  electronic  systems  should  shield  company  from  de- 
fense cutbacks.  Good  manager:  Strong  cost  controls,  product 
quality,  major  automation  effort.  But  Beech  Aircraft  unit's  Star- 
shi[i  I  hasn't  yet  paid  off;  margins  under  pressure  in  appliances. 
Leads  monthly  prayer  group  attended  by  DEC's  Ken  Olsen. 


REEBOK  INTERNATIONAL 

Paul  Fireman 

Canton,  Mass.  617-341-5000 

SALES:  $1.8  bil.    PROFITS:  $137  mil. 

MARKET  VALUE:  $1.9  bil. 

►  Born  2/14/44,  Cambridge,  Mass.;  attended 
Boston  U.  Career  path-merchandising/marketing,  sales,  fi- 
nance; tenure-10  years,  CEO  3  years.  Compensation:  1988  salary 
&  bonus,  $11,439,000;  ownership,  8,413,000  direct,  9,042,000  indi- 
rect shares.  ►  Flashy  fashion  sneakers  are  losing  their  grip.  So 
he's  spending  even  more  heavily  than  usual  on  marketing,  with 
concert  tours  and  surreal  ads  pushing  "serious"  athletic  shoes. 
Brought  in  marketing  heavies  from  outside  shoe  biz,  and  he's 
moving  more  to  the  background.  Sweet  employment  contract. 


RELIANCE  GROUP  HOLDINGS 


Saul  p.  Steinber(, 

New  York,  N.  Y.  212-909-1100 

SALES:  $3. 7  bil.    PROFITS:  $24  mil. 

MARKET  VALUE:  $606  mil. 

L^^Pr— •  Ji.  ►  Born  8/13/39,  Brooklyn,  N.  Y.;  BS  (econ.), 
Wh.u  von,  1959.  Career  path-founder;  tenure-28  years,  CEO  28 
yc;.;  -  ^^omr^ensation:  1988  salary  &  bonus,  $4,498,000^;  owner- 
ship. ;(;2,000  direct,  12,773,000  indirect  shares.  ►  Won  a  big 
prof);  !i  his  stake  in  Tiger  International,  stands  to  make  a  bundle 
on  UA  .  But  Reliance,  an  insurer,  is  under  heavy  competitive 
pressui  \ :  investment  in  ^''rank  B.  Hall  is  a  money-loser.  Paying 
almost  iiali'  .il  a  $45  million  settlement  with  Disney,  target  of  an 
'84  raid.  He  ano  wife  Gayfryd  are  big  in  benefit-ball  society. 


REPUBLIC  NEW  YORK 

Walter  Herman  Weiner 

New  York,  N.  Y.  212-525-5000 

SALES:  $2.1  bil.    PROFITS:  $170  mil. 

MARKET  VALUE:  $1.4  bil. 

►  Born  8/29/30,  Brooklyn,  N.  Y.;  BA,  U.  of 
Mich.,  1952;  JD,  U.  of  Mich.  Law,  1953.  Career  path-finance/ac- 
counting, legal;  tenure-10  years,  CEO  10  years.  Compensation: 
1988  salary  &  bonus,  $724,000;  ownership,  3,000  direct,  4,000  indi- 
rect shares.  ►  Lives  a  bit  in  the  shadow  of  Edmond  Safra,  the  dy- 
namic European  financier  who  owns  337f  of  the  bank.  Runs  a 
tight  ship  but  earnings  per  share  slipped  after  pumping  money 
into,  then  spinning  off  Safra's  new  private  European  bank.  Mov- 
ing beyond  mortgages;  made  a  bid  for  Manhattan  Savings  Bank. 
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REYNOLDS  METALS 

William  0.  Bourke 

Richmond,  Va.  804-281-2000 

SALES:  $5.6  bil.    PROFITS:  $482  mil. 

MARKET  VALUE:  $3.5  bil. 

►  Born  4/12/27,  Chicago,  III;  BS  (commerce), 
DePaul,  1951.  Career  path-merchandising/marketing;  tenure-8 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$1,038,000;  ownership,  40,000  shares.  ►  Made  highly  leveraged, 
high-cost  producer  into  a  financially  sound,  competitive  player. 
Next  challenge:  Prove  to  Wall  Street  that  he's  no  longer  tied  to 
the  boom-bust  cycle  in  aluminum.  Some  40%  of  sales  are  now  in 
recession-resistant  cans  and  plastic  packaging.  Out  of  the  office, 
he  tends  the  fields  of  his  120-acre  vegetable  farm. 


RITE  AID 


Alex  Grass 

Harrisburg,  Pa. 

717-761-2633 

SALES:  $2.9  bil. 

PROFITS:  $95  mil. 

MARKET  VALUE:  i 

U.6bil. 

►  Born  8/3/27,  Scranton,  Pa.;  LLB,  U.  of  Fla. 
Law,  1949.  Career  path-legal,  retail  mgmt.;  tenure-36  years, 
CEO  27  years.  Compensation:  1988  salary  &  bonus,  $713,000;  own- 
ership, 720,000  direct,  1,967,000  indirect  shares.  ►  Company  and 
his  son,  Martin,  president  of  the  nation's  largest  drugstore  chain, 
were  indicted  on  charges  of  bribing  an  Ohio  pharmacy  regulator. 
Hotly  contesting  charges.  Even  with  time-consuming  litigation, 
company  remains  acquisitive,  recently  snapping  up  more  than 
100  stores.  Squeeze  on  earnings  growth  should  be  short-lived. 


ROADWAY  SERVICES 

Joseph  Mark  Clapp 
Akron,  Ohio  216-384-8184 
SALES:  $2.2  bil.    PROFITS:  $80  mil. 
MARKET  VALUE:  $1.5  bil. 


►  Born  7/29/36,  Greensboro,  N.  C;  BS  (busi- 
ness), U.  of  N.  C,  1958.  Career  path-sales;  tenure-22  years,  CEO 
2  years.  Compensation:  1988  salary  &  bonus,  $445,000;  owner- 
ship, 30,000  direct,  6,000  indirect  shares.  ►  After  a  stallout  in 
1987,  he's  shifting  the  gears  smoothly  again.  Roadway  Express 
division,  which  handles  less-than-truckload-size  hauling,  is  doing 
well  in  the  absence  of  industry  price  wars.  Package-service  divi- 
sion logged  its  first  profits  last  year,  too.  Customers  love  new 
computer  system  for  shipment  processing,  easier  billing. 


ROBINS  (A.  H.) 

E.  Claiborne  Robins  Jr. 

Richmond,  Va.  804-257-2000 

SALES:  $934  mil.    PROFITS:  $58  mil. 

MARKET  VALUE:  $770  mil. 

►  Born  8/9/43,  Richmond,  Va.;  BS  (business 
admin.),  U.  of  Richmond,  1968.  Career  path-managerial;  ten- 
ure-21  years,  CEO  12  years.  Compensation:  1988  salary  &  bonus, 
$329,000;  ownership,  2,983,000  direct,  3,653,000  indirect  shares. 
►  Hands-on  manager.  Divides  his  time  between  company's  still- 
successful  drug  businesses  and  wrapping  up  Chapter  11  reorga- 
nization, brought  on  by  Dalkon  Shield  litigation.  Hopes  to 
emerge,  then  merge  with  American  Home  Products  by  yearend. 
Fate  of  reorganization  may  wind  up  in  the  Supreme  Court. 


ROCHESTER  GAS  &  ELECTRIC 

Harry  G.  Saddock 

Rochester,  N.  Y.  716-546-2700 

SALES:  $774  mil.    PROFITS:  $76  mil. 

MARKET  VALUE:  $626  mil. 

►  Born  5/8/29,  Rochester,  N.  Y.;  BS  (elect, 
eng.),  Rensselaer  Polytechnic  Inst.,  1950.  Career  path-engineer- 
ing/technical; tenure-39  years,  CEO  10  months.  Compensation: 
1988  salary  &  bonus,  $166",000;  ownership,  3,000  shares."  ►  Start- 
ed as  a  junior  field  engineer,  took  over  from  Paul  Briggs  last 
year.  Trying  to  rebuild  equity  after  losses  associated  with  14%  in- 
terest in  trouble-plagued  Nine  Mile  Point  Two  nuclear  plant.  It's 
on  line,  but  has  suffered  cost  overruns  and  other  problems.  Com- 
petition from  cogeneration,  alternative  energy  sources. 


ROCHESTER  TELEPHONE 

Alan  C.  Hasselwander 
Rochester,  N.  Y.  716-777-1000 
SALES:  $479  mil.    PROFITS:  $51  mil. 
MARKET  VALUE:  $1  bil. 
►  Born  2/16/34,  Rochester,  N 


Y.;  BA,  St. 

Bernard's  Seminary,  1955;  MBA,  U.  of  Rochester,  1974.  Career 
path-administration,  operations;  tenure-32  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $395,000;  ownership,  8,000 
shares.'  ►  Off-hours  angler  has  hooked  eight  acquisitions  so  far 
this  year.  With  a  lock  on  local  city  business,  now  growing  else- 
where by  swapping  his  soaring  stock  for  new  companies.  Long 
term,  hopes  to  balance  high-margin,  regulated  local  phone  busi- 
ness and  riskier  growth  sectors  like  cellular  telephones. 


ROCKEFELLER  CENTER  PROPERTIES 

David  Rockefeller  Sr. 

New  York,  N.  Y.  212-698-5400 

SALES:  $125  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  $746  mil. 

►  Born  6/12/15,  New  York,  N.Y.;  BS,  Har- 
vard, 1936;  PhD  (econ.),  U.  of  Chicago,  1940.  Career  path-bank- 
ing; tenure-8  years,  CEO  4  years.  Compensation:  1988  salary  & 
bonus,  none;  ownership,  35,000  direct,  13,000  indirect  shares." 
►  His  name  and  the  buildings  it  adorns  in  Manhattan  are  glamor- 
ous, but  9%  average  dividend  yield  to  shareholders  is  prosaic. 
Creation  of  this  real  estate  investment  trust  four  years  ago  gave 
him  and  family  a  quick  $750  million.  And  while  plenty  of  REITs 
have  sagged,  his  has  outperformed  the  pack. 


ROCKWELL  INTERNATIONAL 

DONALD  R.  BEALL 

El  Segundo,  Calif.  213-647-5000 

SALES:  $11.9  bil.    PROFITS:  $812  mil. 

MARKET  VALUE:  $6  bil. 

►  Born  11/29/38,  Beaumont,  Calif.;  BS,  San 
Jose  State,  1960;  MBA,  U.  of  Pittsburgh,  1961.  Career  path-engi- 
neering/technical, production/manufacturing;  tenure-21  years, 
CEO  2  years.  Compensation:  1988  salary  &  bonus,  $1,240,000; 
ownership,  124,000  direct,  169,000  indirect  shares.  ►  Two  slaps  in 
the  face:  Hit  with  $5.5  million  fine  for  double-billing  Pentagon; 
employees  charged  with  dumping  hazardous  waste  at  Rocky 
Flats.  Bottom  line's  0.  K.,  as  he  leads  transition  away  from  de- 
fense work,  now  a  third  of  sales.  Will  build  last  space  shuttle. 
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ROHM  &  HAAS 


J.  LAWRENCE  WILSON 


Philadelphia.  Pa.  215-592-3000 
SALES:  $2.5  hi!.    PROFITS:  $230  mil. 


MARKET  VALUE:  $2.4  Ml. 


►  Born  3/2/36,  Rosedale,  Miss.;  BS  (mech. 
1958;  MBA,  Harvard,  1963.  Career  path-fi- 


eng.),  Vanderbilt, 
nance/accounting,  administration;  tenure-24  years,  CEO  1  year. 
Compensation:  1988  salary  &  bonus,  $793,000';' ownership,  48,000 
direct,  6,000  indirect  shares.  ►  Spent  first  year  in  job  battling 
sluggishness  in  specialty  chemicals.  Sales  bumped  up  on  new  ag- 
ricultural fungicide  and  lower  raw-materials  costs.  But  without 
more  new  products,  he  could  suffer  in  an  economic  downturn.  A 
$1  billion  capital-spending  program  should  help  in  the  long  run. 


ROHR  IHDUSTRIES 

Harry  VV.  Tuud 


Chula  Vista,  Calif.  619-69H111 
SALES:  $907  mil.    PROFITS:  $32  mil. 


MARKET  VALUE:  $561  mil. 


►  Born  5/21/22,  Oak  Park,  111.;  BS  (ind.  eng.), 
1947;  BS  (mech.  eng.)  1948,  USC.  Career  path-engineering/techni- 
cal, management;  tenure-9  years,  CEO  7  years.  Compensation: 
1988  salary  &  bonus,  $533,000;  ownership,  "lOO.OOO  shares.  ►  His 
revenues  are  soaring  as  commercial  aircraft  sales  rev  up  and 
space  program  bounces  back.  Has  record  backlog  for  product 
line  of  engine  housings,  thrust  reversers,  pylons.  Also  machines 
booster  rockets  for  shuttle  and  Titan.  Moving  into  new  markets 
with  joint  ventures  in  composite  materials,  ultra-high-temp  parts. 


ROLLIHS 

0.  Wayne  Rollins 

Atlanta,  Ga.  m-888-2000 

SALES:  $381  mil.    PROFITS:  $25  mil. 

MARKET  VALUE:  $425  mil. 

►  Born  5/5/12,  Tunnel  Hill,  Ga.;  attended  U. 
of  Tenn.  Career  path-administration;  tenure-42  years,  CEO  42 
years.  Compensation:  1988  salary  &  bonus,  $425,000;  ownership, 
6,000  direct,  7,795,000  indirect  shares.'"  ►  Lawn-care  specialist 
continues  to  battle  for  new  turf.  After  losing  market  share  to 
such  rivals  as  ChemLawn,  he  recently  bought  a  California  lawn 
company.  He's  also  expanding  home-security  services  and  is  keen 
on  developing  a  branded  army  of  home  repairmen.  Fear  of  new 
curbs  on  home  pesticides  has  hurt  stock. 


ROLLINS  ENVIRONMENTAL  SERVICES 


JOHN  W.  ROLLINS  Sr. 

Wilmington,  Del.  302-479-2757 

SALES:  $206  mil.    PROFITS:  $33  mil. 

MARKET  VALUE:  $637  mil. 

►  Born  8/24/16,  Keith,  Ga.  Career  path- 
founder;  tenure-21  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $475,000;  ownership,  4,450,000  direct,  168,000  indirect 
shares.'  ►  Waste  disposal  giant  tethered  by  losses  from  unex- 
pected cleanup  costs  at  big  dumps.  Also  wrote  down  millions  af- 
ter some  sites  were  declared  unfit  as  dumps.  Good  news:  New 
Jersey  regulators  are  allowing  him  to  add  capacity  at  an  incinera- 
tor site.  Cleanup  coming  out  of  cash  flow,  so  finances  still  strong. 
Ex-Home  Study  Man  of  the  Year  grooming  his  son  to  take  over. 


RORER  GROUP 


ROBERT  E.  CAWTHORN 

Fort  Washington,  Pa.  215-628-6000 

SALES:  $1  Ml.    PROFITS:  $62  mil. 


MARKET  VALUE:  $1.4  Ml. 

►  Born  9/28/35,  Masham,  England;  BA  (agri- 
culture), Cambridge,  1959.  Career  path-administration;  tenure-7 
years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$699,000;  ownership,  34,000  shares.  ►  Relatively  small  company- 
No.  32  drug  house-is  attractive  prey  in  industry  consolidation.  To 
dodge  that,  he's  doing  share  buybacks  and  an  ESOP.  But  even  a 
sharp  hike  in  R&D  budget,  from  $18  million  in  1985  to  $125  million 
now,  may  not  be  enough  to  produce  new  blockbusters.  One  long 
shot:  Jonas  Salk's  work  on  an  AIDS  vaccine. 


ROSS  STORES 

Norman  Alan  Ferrer 
Newark,  Calif.  415-790-4400 
SALES:  $626  mil.    PROFITS:  $26  mil. 


MARKET  VALUE:  $471  mil. 

►  Born  8/25/48,  New  York,  N.  Y.;  attended 
Long  Island  U.  Career  path-merchandising/marketing;  tenure-7 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$503,000;  ownership,  142,000  shares.'  ►  ''No  more  treasure 
hunts"  at  his  stores,  he  declares.  Disciplined  manager  has  turned 
around  off-price  retailer  by  balancing  price,  value,  fashion-and 
reorganizing  stores  for  busy  shoppers.  Also  shaking  up  person- 
nel, instituting  stricter  inventory  controls.  Wall  Street  is  content. 
He  still  needs  better  performance  outside  of  West  Coast,  though. 


ROUSE 


Mathias  J.  DeVito 
ColumMa,  Md.  301-992-6000 


SALES:  $450  mil.    PROFITS:  $20  mil. 
MARKET  VALUE:  $1.4  Ml. 

►  Born  8/23/30,  Trenton,  N.  J.;  BA  (liberal 
a.  •  c  Md  ,  1954;  LLB,  U.  of  Md.  Law,  1956.  Career  path-le- 
gd  rt  -'1 ears,  CEO  10  years.  Compensation:  1988  salary  & 
bonu  '  't>0;  ownership,  600,000  direct,  109,000  indirect 
shar^  *•  i.  ig  enthusiast  is  running  hard  to  keep  earnings 
up.  With  \x-x.\-:  ■.■■I  velopment  opportunities,  he's  pushing  renova- 
tion at  un^  1  Income  from  real  estate  and  land  sales  in 
Marylana  planued-'  ru't  development  helping  to  offset  costs.  But 
salable  land  is  dvvinuiu^g,  and  investors  are  wary  of  a  recession. 


ROWAN 

.  HARLES  Robert  Palmer 
Houston,  Tex.  713-621-7800 
SALES:  $217  mil.    LOSS:  $32  mil. 
MARKET  VALUE:  .$667  mil. 


<■  Born  12/15/34,  Gorman,  Tex.;  BS,  1957;  MS 
(eng.,  admin.),  1966,  SMU.  Career  path-engineering/technical; 
tenure-36  years,  CEO  18  years.  Compensation:  1988  salary  &  bo- 
nus, $580,000;  ownership,  36,000  shares.  ►  His  first  quarterly 
profit  since  1985  was  the  fruit  of  disaster:  It  came  from  insurance 
after  a  300-foot  drilling  rig  collapsed  in  the  North  Sea.  His  big,  ef- 
ficient "gorilla"  rigs  are  lower  cost,  and  popular  in  overseas  off- 
shore fields  where  rates  are  higher.  Debt  is  down  to  25%  of  capi- 
tal, so  he's  ready  for  that  energy  rebound. 
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RPM 

Thomas  Christopher  Sullivan 

Medina,  Ohio  216-225-3192 

SALES:  $342  mil.    PROFITS:  $21  mil. 

MARKET  VALUE:  $422  mil. 

►  Born  7/8/37,  Cleveland,  Ohio;  BS  (busi- 
ness), Miami  U.  (Ohio),  1959.  Career  path-marketing;  tenure-28 
years,  CEO  18  years.  Compensation:  1988  salary  &  bonus, 
$540,000;  ownership,  197,000  direct,  483,000  indirect  shares. 
►  There's  not  much  romance  in  this  second-generation  CEO's 
product  line-sealings,  coatings,  waterproofing-just  profits. 
Clocked  the  42nd  year  of  record  sales,  earnings  through  internal 
growth,  acquisitions.  Stock  jumped  during  the  radon-gas  scare 
(he  makes  a  blocking  compound).  Likely  to  answer  his  own  phone. 


RUBBERMAID 

STANLEY  CARLETON  GAULT 


Wooster,  Ohio  216-264-6464 
SALES:  $1.2  bil.    PROFITS:  $99  mil. 
MARKET  VALUE:  $2.4  bil. 


►  Born  1/6/26,  Wooster,  Ohio;  BA,  Coll.  of 
Career  path-merchandising/ marketing;  ten- 


Wooster,  1948. 

ure-10  years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$885,000;  ownership,  286,000  shares.  ►  Highly  regarded  manager 
came  to  the  housewares  company  from  GE.  Keeps  the  new  prod- 
ucts and  record  earnings  coming.  Recently  signed  up  with  Dutch 
company  in  a  joint  venture  to  expand  presence  in  Europe,  Middle 
East,  North  Africa.  Battle  with  high  resin  prices,  which  brought 
on  a  tough  cost-cutting  campaign,  is  over  for  now. 


RUSSELL 


DwiGHT  L.  Carlisle  Jr. 


Alexander  City,  Ala.  205-329-4000 
SALES:  $531  mil.    PROFITS:  $54  mil. 


MARKET  VALUE:  $1  bil. 

11/7/35,  Alexander  City,  Ala.;  BS 


►  Born 

(textile  eng.).  Auburn,  1958.  Career  path-production/manufac- 
turing; tenure-33  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $381,000;  ownership,  114,000  direct,  1,000  indirect 
shares.  ►  Grew  up  in  the  shadow  of  company's  knitting  mills, 
worked  there  during  college  after  teenage  marriage.  First  non- 
family  CEO  swung  merger  with  Quality  Mills,  adding  knit  shirts 
to  his  sport  jerseys.  But  Quality  has  quality  glitches.  Expanding 
to  West  Coast,  uses  his  platform  to  promote  education. 


RYAN'S  FAMILY  STEAK  HOUSES 

Alvin  A.  McCall  Jr. 

Greer,  S.  C.  803-879-1000 

SALES:  $193  mil.    PROFITS:  $19  mil. 


.MARKET  VALUE:  $418  mil. 

►  Born  5/13/27,  Pelzer,  S.  C.  Career  path- 
finance/accounting,  production/manufacturing;  tenure-12 
years,  CEO  12  years.  Compensation:  1988  salary  &  bonus, 
$147,000;  ownership,  2,294,000  direct,  39,000  indirect  shares. 
►  Pasged  reins  to  son  Mark,  when  earnings  sizzled  and  stock 
traded  at  a  P/E  of  50.  Seized  control  again  when  company  began 
to  slide.  He's  cut  expansion  plans  to  save  cash,  launched  an  ad 
campaign  using  billboards  and  radio  spots  for  the  first  time.  Add- 
ing chicken  and  fish  to  broaden  menu  appeal  pastT-bone  crowd. 


RYDER  SYSTEM 


MlTCHEL  ANTHONY  BURNS 


Miami,  Fla.  305-593-3726 

SALES:  $5  bil.    PROFITS:  $135  mil. 

MARKET  VALUE:  $2.2  bil. 

►  Born  11/1/42,  Las  Vegas,  Nev.;  BS  (busi- 
ness mgmt),  Brigham  Young,  1964;  MBA  (fin.),  U.  of  Calif.,  1965. 
Career  path-finance/accounting;  tenure-15  years,  CEO  7  years. 
Compensation:  1988  salary  &  bonus,  $915,000;  ownership,  148,000 
direct,  4,000  indirect  shares.  ►  Strategy  was  to  dominate  truck 
rental  and  aircraft  maintenance  through  acquisitions.  Didn't 
count  on  reemergence  of  U-Haul  as  competitive  threat.  Now  he's 
saddled  with  $2.4  billion  in  long-term  debt  and  too  many  middle 
managers.  Danger:  $6  billion  in  assets  and  a  low  stock  price. 


SAFECO 


CLIFFORD  BRUCE  MAINES 
Seattle,  Wash.  206-545-5000 
SALES:  $2.9  bil.    PROFITS:  $235  mil. 


MARKET  VALUE: 


.1  bil. 


►  Born  8/14/26,  Tacoma,  Wash.;  BS  (law),  U. 
of  Wash.,  1948;  JD,  U.  of  Wash.  Law.  1949.  Career  path-legal; 
tenure-40  years,  CEO  4  years.  Compensation:  1988  salary  &  bo- 
nus, $484,000;  ownership,  39,000  shares.  ►  Uh-oh!  Almost  a  quar- 
ter of  his  business  is  in  California,  the  home  of  insurance  reform 
and  I'elat  noir  of  the  industry.  Taking  a  beating  from  weak 
rates  and  competitive  underwriting  in  property-casualty  right 
now.  But  he's  a  steady  performer  who  knows  how  to  weather 


slumps  by  running  a  tight  ship. 


SAFETY-KLEEN 

Donald  W.  Brinckman 

Elgin,  III.  312-697-8460 

SALES:  $417  mil.    PROFITS:  $42  mil. 

market  VALUE:  $1.1  bil. 

►  Born  3/17/31,  Chicago,  111.;  BS,  1954;  MBA 
(marketing),  1959,  Northwestern.  Career  path-merchandising/ 
marketing;  tenure-30  years,  CEO  21  years.  Compensation:  1988 
salary  &  bonus,  $530,000;  ownership,  373,000  shares.  ►  Still  rid- 
ing the  hazardous-waste  boom.  What  started  as  a  service  that  re- 
cycled auto-parts  cleaning  solvents  is  heavily  into  reprocessing 
waste  oils  and  liquid  recovery-unromantic  but  very  profitable. 
He  keeps  earnings,  revenue  growth  in  double  digits.  But  new 
businesses  are  competitive;  the  EPA  is  looking  over  his  shoulder. 


SALOMON 


JOHN  H.  GUTFREUND 

New  York,  N.  Y.  212-747-7000 

SALES:  $28.8  bil.    PROFITS:  $280  mil. 


market  VALUE:  .$3.4  bil. 

►  Born  9/14/29,  New  York,  N.  Y.;  BA,  Ober- 
lin,  1951.  Career  path-finance/accounting;  tenure-36  years,  CEO 
3  years.  Compensation:  1988  salary  &  bonus,  $4,000,000;  owner- 
ship, 8,000  shares.  ►  After  a  spate  of  high-profile  resignations 
and  turmoil,  things  are  looking  up:  second-quarter  profits  were  a 
record.  Should  please  important  ally  Warren  Buffett,  12%  owner. 
Cigar-chomping  boss  abandoned  hands-off  philosophy  to  person- 
ally head  expansion  into  investment  banking.  A  top  goal:  quiet- 
ing critics  who  said  he  waited  too  long  to  get  into  junk  bonds. 
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By  Hostile  Elements. 


el  drive/and  excbsiw  to-^ 

;ecurity  of  four-wheel  drive  on  any  kind  of  surface  in  any  kind  of  weather.  You're  also  protected  from 
lements  by  an  elegant  cockpit  abounding  with  rich  leather  and  power  everything.  And  your 
stment  is  protected  by  Chrysler's  exclusive  7/70  Protection  Plan?  You  get  an  excellent  reUirn  on 
investment  too.  Cherokee  has  a  higher  resale  value  than  Chevy  S-10  Blazer  and  Ford 

Bronco  Ilf  *  Find  out  what  you  can  do  about  the  weather,  besides  talk  about  it.  Jest- 
/  X/AO}  drive  the  Cherokee  Limited  »  /-^    i     >^       T  ®f 

z/  ,    dEagied^^^^^^        Chily  Onejeq)?..  M 

more  information,  call  1-800-JEEP-EAGLE.  J  JT  Bai^ 


Eagle 


K.H<yBf«eBooJtJuIy/Augustl989.analyzingre«levaluesforl985/86/87;and -88  model  year  v«hiclesjeepisa^ 


T  H  E   jC  0:Ji^^       R  A  T  E    EL  IT  E 


SAN  DIEGO  GAS  &  ELECTRIC 


TllUMAS  ALEXANDER  PAGE 


San  Diego,  Calif.  619-696-2000 
SALES:  $2.1  bil.    PROFITS;  $189  mil. 


MARKET  VALUE:  $2.3  bil. 


►  Born  3/24/33,  Niagara  Falls,  N.  Y.;  BS 
(chem.  eng.),  1955;  MS  (indust.  admin.),  1963,  Purdue.  Career 
path-engineering/technical,  ind.  admin.;  tenure-11  years,  CEO  8 
years.  Compensation:  1988  salary  &  bonus,  $524,000;  ownership, 
21,000  direct,  10,000  indirect  shares.  ►  One  of  the  industry's 
shrewdest  players.  Works  constantly,  exhorts  workers  to  sweat 
more.  Still,  he  lost  his  bid  to  stay  independent  when  Southern  Cal- 
ifornia Edison  made  a  $2  billion  deal.  Merger  still  needs  regula- 
tory approval.  He  would  run  the  combined  southern  region. 


SANTA  FE  PACIFIC 

Robert  d.  Krebs 
Chicago,  III.  312-786-6000 
SALES:  $3.1  bil.    PROFITS:  $H7  mil. 
MARKET  VALUE:  $3.9  bil. 


►  Born  5/2/42,  Sacramento,  Calif.;  BA  (politi- 
cal sci.),  Stanford,  1964;  MBA,  Harvard,  1966.  Career  path-rail- 
way operations;  tenure-23  years,  CEO  2  years.  Compensation: 
1988  salary  &  bonus,  $1,175,000;  ownership,  89,000  shares.  ►  Just 
when  he  seemed  to  be  getting  his  rail,  natural  resources,  real  es- 
tate company  back  on  track,  he  gets  a  jolt:  Must  pay  $750  million 
in  damages  to  developers  whose  coal  slurry  project  allegedly 
blocked  by  rail  concerns.  Now,  investors  will  have  to  wait-the  ap- 
peal of  verdict  has  put  much-anticipated  restructuring  on  hold. 


SARA  LEE 


JOHN  H.  BRYAN  Jr. 


Chicago,  III.  312-726-2600 

SALES:  $10.1f  bil.    PROFITS:  $325  mil. 


MARKET  VALUE:  $6. 7  bil. 


►  Born  10/5/36,  West  Point,  Miss.;  BA  (econ., 
business  admin.),  Rhodes,  1958.  Career  path-finance,  operations; 
tenure-21  years,  CEO  15  years.  Compensation:  1988  salary  &  bo- 
nus, $1,367,000;  ownership,  200,000  direct,  61,000  indirect  shares. 
►  Art  and  antique  collector  also  an  artful  acquirer  in  food  and 
consumer  goods.  In  U.  S.,  bought  a  hot-dog  maker  and  sports- 
wear line.  Abroad,  it  was  hosiery  in  France,  groceries  in  Holland. 
International's  now  up  to  35/^  of  sales.  One  misfire:  Was  one  of 
four  biggies  to  announce,  then  abandon  Unbundled  Stock  Units. 


SAVANNAH  FOODS  &  INDUSTRIES 

WILLIAM  WALLACE  SPRAGUE  JR. 
Savannah,  Ga.  912-23^-1261 
SALES:  $917  mil.    PROFITS:  $20  mil. 
MARKET  VALUE:  $523  mil. 


►  Born  11/11/26,  Savannah,  Ga.;  BS  (eng.), 
Yale,  1950.  Career  path-merchandising/marketing;  tenure-37 
years,  CEO  17  years.  Compensation:  1988  salary  &  bonus, 
$579,000;  ownership,  163,000  direct,  492,000  indirect  shares. 
►  For  this  seventh-generation  sugar  scion,  a  down  market  has 
been  sweet.  With  artificial  and  corn  sweeteners  on  the  rise,  he 
snapped  up  depressed  cane  and  beet  properties.  Result:  Market 
share  is  up  to  W'/<  from  4/f  a  decade  ago.  Spending  to  modernize 
refineries.  Plans  to  roll  out  saccharine-based  Sweet  Thing. 


SCANA 


John  A.  Warren 

Columbia,  S.  C.  803-748-3000 

SALES:  $1.1  bil.    PROFITS:  $129  mil. 


MARKET  VALUE:  $H  bil. 

►  Born  1/31/25,  Paducah,  Ky.;  BE,  Vander- 
bilt,  1948.  Career  path-engineering/technical,  merchandising/ 
marketing;  tenure-7  years,  CEO  4  years.  Compensation:  1988  sal- 
ary &  bonus,  $401,000;  ownership,  32,000  direct,  22,000  indirect 
shares.  ►  Lives  with  one  of  the  tougher  regulatory  authorities, 
and  his  continuing  search  for  unregulated  diversification  shows 
it.  An  earnings  drop  has  only  pressed  him  harder.  Cautious,  he's 
dipping  into  fiber  optics,  plus  minority  stake  in  long-distance  car- 
rier Telecom  USA.  Relaxes  with  golf,  historical  novels. 


SCECORP 

Howard  Pfeiffer  Allen 
Rosemead,  Calif.  818-302-1212 
SALES:  $6.3  bil.    PROFITS:  $809  mil. 


MARKET  VALUE: 


bil. 


►  Born  10/7/25,  Upland,  Calif.;  BA  (econ.), 
Pomona,  1948;  JD,  Stanford  Law,  1951.  Career  path-government 
relations;  tenure-36  years,  CEO  1  year.  Compensation:  1988  sala- 
ry &  bonus,  $853,000;  ownership^  10,000  direct,  17,000  indirect 
shares.  ►  He  scored  big  last  year  when  he  won  San  Diego  Gas,  af- 
ter threatening  one  of  the  biggest  hostile  takeovers  in  a  regulat- 
ed industry.  Faces  backlash  among  San  Diego  consumers,  politi- 
cians. They  fear  rate  hikes,  lost  jobs.  He's  a  friend  of  Cap 
Weinberger  and  a  leading  money  man  behind  Bush  campaign. 


SCHERING-PLOUGH 


Robert  P.  Luclano 
Madison,  N.  J.  201-822-7000 
SALES:  $3  bil.    PROFITS:  $390  mil. 


MARKET  VALUE:  $8.8  Ml. 


►  Born  10/9/33,  New  York,  N.  Y.;  BBA,  City 
Coll.  of  N.  v.,  i'i54;  JO,  U.  of  Mich.  Law,  1958.  Career  path-legal, 
adn'i  nstratiiiu;  t.-.iure-ll  years,  CEO  8  years.  Compensation: 
1988  salary  &  bonu;-;,  $1,342,000';  ownership,  11,000  shares.  ►  Ar- 
ticulate, hard-charging  boss  has  led  impressive  turnaround. 
Drug  maker  puts  much  emphasis  on  diversity  to  protect  against 
inroads  from  generics.  Two  key  new  areas:  dermatologies,  oph- 
thalmics.  Sturdy  nonprescription  products  such  as  Chlor-Trime- 
ton  antihistamine  make  for  an  attractive  takeover  candidate. 


SCHLUMBERGER 

D.  Euan  Baird 


New  York,  N.  Y.  212-350-9400 
SALES:  $4.9  bil.    PROFITS:  $454  mil. 


MARKET  VALUE:  $10.6  bil. 

►  Born  9/16/37,  Aberdeen,  Scotland;  BA 
(geophysics),  Cambridge,  1960.  Career  path-engineering/techni- 
cal; tenure-29  years,  CEO  3  years.  Compensation:  1988  salary  & 
bonus,  $1,025,000;  ownership,  51,000  shares.  ►  He's  brought  dis- 
cipline and  focus  to  once-floundering  oilfield  services  company. 
Sold  ill-fated  semiconductor  arm  last  year,  ditched  defense  sys- 
tems business  this  year.  Has  new  joint  venture  with  Japan's  NTT 
to  produce  test  systems  for  computer  chips.  But  this  golf  buff 
still  isn't  out  of  the  woods:  earnings  down  so  far  this  year. 
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SCHULMAN  (A.) 

William  Charles  Zekan 


Akron,  Ohio  216-666-3751 

SALES:  $598  mil.    PROFITS:  $28  mil. 


MARKET  VALUE:  $U5  mil. 

►  Born  4/17/19,  Akron,  Ohio.  Career  path- 


merchandising/ marketing;  tenure-52  years,  CEO  26  years.  Com- 
pensation: 1988  salary  &  bonus,  $677,000;  ownership,  402,000  di- 
rect, 4,000  indirect  shares.  ►  Energetic  e.xecutive  is  back  at  work 
after  major  surgery.  Company's  results  continue  to  notch  rec- 
ords, powered  by  plastic-resin  manufacturing.  He  says  he  can 
maintain  earnings  despite  falling  resin  prices  worldwide.  Has  no 
intention  of  retiring  soon,  and  hikes  every  day;  has  yet  to  name  a 
successor  from  among  three  contenders. 


SCHWAB  (CHARLES) 

Charle.s  K.  Schwab 


Sati  Francisco,  Calif.  415-627-7000 
SALES:  $392  mil.    PROFITS:  $7  mil. 


MARKET  VALUE:  $393  mil. 

►  Born  7/29/37,   Sacramento,  Calif.; 


BA 


(econ.),  19.59;  MBA,  1961,  Stanford.  Career  path-finance/account- 
ing; tenure-1.5  years,  CEO  1.5  years.  Compensation:  1988  salary  & 
bonus,  $1,003,000;  ownership,  6,835,000  direct,  1,025,000  indirect 
shares.  ►  Crash  didn't  slow  his  expansion  plans  for  long.  As 
small  investors  drift  back  into  equities,  he's  building  market 
share.  Bought  Chase  Manhattan's  Rose  &  Co.  and  is  looking  for 
more  acquisitions.  Adding  up  to  20  new  branches  next  year,  too. 
Fly  fisherman  who  also  likes  the  links,  once  wanted  to  go  pro. 


SCiEHTIFIC-ATLAHTA 

WILLIAM  E.  Johnson 

Atlanta,  Ga.  kOh-Ul-hOOO 

SALES:  $509  mil.    PROFITS:  $30  mil. 

MARKET  VALUE:  $493  mil. 

►  Born  6/23/41,  St.  Paul,  Minn.;  BA  (Ameri- 
can studies,  eng.),  Yale,  1963;  MBA,  Harvard,  1968.  Career 
path-mgmt.  consulting;  tenure-3  years,  CEO  3  years.  Compensa- 
tion: 1988  salary  &  bonus,  $672,000';  ownership,  9,000  shares. 
►  Company  doctor  who's  fixed  makers  of  everything  from  loco- 
motives to  lingerie.  Now  working  on  eclectic  group  of  technologi- 
cal businesses.  Cut  costs;  ditched  coaxial  cable,  TV-equipment 
units.  Boosting  R&D,  pushing  fiber  optics,  HDTV.  Bought  a  satel- 
lite datacom  company.  Still  shopping,  with  $85  million  in  cash. 


SCOTT  PAPER 

PllILlI'  !•;.  l.H'PINCOTT 


Philadelphia,  Pa.  215-522-5000 

SALES:  $4.  7  hil.    PROFITS:  $401  mil. 

MARKET  VALUE:  $3.8  hil. 

►  Born  11/28/35,  Camden,  N.  J.;  BA,  Dart- 
mouth, 1957;  MBA,  Mich.  State,  1964.  Career  path-administra- 
tion; tenure-30  years,  CEO  8  years.  Compensation:  1988  salary  & 
bonus,  $1,238,000;  ownership,  11,000  direct,  1,000  indirect 
shares.*^  ►  Marketing  man  also  focuses  on  operating  perfor- 
mance. Pumping  up  ROE  by  strengthening  European  business 
(40%  of  sales),  cutting  costs.  Bottom  line  may  get  a  boost  from 
slowing  economy  as  prices  soften  for  pulp  used  to  make  Scott's 
main  product,  ti.ssue.  Bought  out  partners  in  U.  K.,  Spain,  Italy. 


SCRIPPS  (E.  W.) 

Law  K'!'::-.L    Ak  i  nuR  LEBER 


Cincinnati,  Ohio  513-977-3000 

SALES:  $1.2  Ml.    PROFITS:  $70  mil. 

MARKET  VALUE:  $2  bil. 

►  Born  5/15/35,  Cincinnati,  Ohio;  BSBA  (ac- 
counting), Xavier,  1957.  Career  path-finance/accounting;  ten- 
ure-32  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$630,000;  ownership,  36,000  shares.  ►  He  took  the  110-year-old 
media  company  public  last  year  and  is  still  adjusting  to  the  public 
eye.  Acquired  several  cable-TV  systems  for  .$21  million  to  round 
out  presence  in  Chattanooga.  Made  $135  million  cable  investment 
in  Sacramento.  Publishing  revenues  under  pressure  from  adver- 
tising weakness,  but  stock  is  heading  upward. 


SCRIPPS  HOWARD  BR0ADCASTIH6 

Richard  J.  Janssen 

Cincinnati,  Ohio  513-977-3000 

SALES:  $275  mil.    PROFITS:  $17  mil. 

MARKET  VALUE:  $775  mil. 

►  Born  4/19/36,  Cleveland,  Ohio.  Career 
path-broadcasting,  mgmt.,  sales;  tenure-11  years,  CEO  1  year. 
Compensation:  1988  salary  &  bonus,  $283,000;  ownership,  1,000 
shares.^  ►  Former  radio-ad  salesman  moved  operations  to  Cincin- 
nati from  Cleveland  last  year.  Company  is  majority-owned  by 
E.  W.  Scripps,  but  has  its  own  board;  stock  trades  separately.  He 
runs  nine  TV  stations,  five  radio  channels.  Operates  cable-TV  unit 
jointly  with  Scripps.  Big  proponent  of  local  news,  improving  inde- 
pendent programming.  Profit  growth:  steady. 


SEAGATE  TECHHOLOGY 

Alan  F.  Shugart 


Scotts  Valley,  Calif.  408-438-6550 

SALES:  $1.3  bil.    PROFITS:  $77  mil. 

MARKET  VALUE:  $641  mil. 

►  Born  9/27/30,  Los  Angeles,  Calif.;  BS  (eng., 
physics),  U.  of  Redlands,  1951.  Career  path-engineering/techni- 
cal, production/manufacturing;  tenure-10  years,  CEO  10  years. 
Compensation:  1988  salary  &  bonus,  $762,000;  ownership,  398,000 
shares.  ►  He  surprised  the  skeptics  by  getting  the  No.  1  U.  S. 
computer  disk-drive  maker  on  track  after  a  dizzying  plunge  in 
1988.  Bought  Imprimis  Technology  from  Control  Data.  Good  fit 
will  net  him  a  457(  share  of  small  disk  drives.  Blunt-spoken  entre- 
preneur once  left  his  previous  company  to  fish  commercially. 


SEARS,  ROEBUCK 

Edward  A.  Brexnan 
Chicago,  III.  312-875-2500 
SALES:  $50.3  bil.    PROFITS:  $1  bil. 
MARKET  VALUE:  $16.3  bil. 
►  Born  1/16/34,  Chicago,  III.: 


BS  (business 

admin.),  Marquette,  1955.  Career  path-merchandising/market- 
ing; tenure-33  years,  CEO  4  years.  Compensation:  1988  salary  & 
bonus,  $1,386,000;  ownership,  73,000  direct,  3,000  indirect  shares. 
►  Big  changes  at  the  Big  Store.  He's  selling  tower,  buying  stock, 
and  ditching  some  financial  units.  To  dress  up  dowdy  retailer, 
he's  adding  specialty  departments  and  brand  names.  Daring  shift 
to  everyday  low  pricing.  It's  risky,  since  he  has  everyday  high 
costs,  too,  and  Wall  Street  is  impatient  for  a  turnaround. 
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SECURITY  PACiriC 


Richard  J.  Flamson  III 

Los  Angeles,  Calif.  213-345-6211 

SALES:  $8.5  bil.    PROFITS:  $639  mil. 


MARKET  VALUE:  $5.7  bil. 

►  Born  2/2/29,  Los  Angeles,  Calif.;  BA  (econ., 
business  admin.),  Claremont  McKenna,  1951.  Career  path-fi- 
nance/accounting: tenure-34  years,  CEO  11  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,440,000';  ownership,  90,000  shares. 
►  Bookworm.  After  devouring  several  tomes  on  Japan  Inc.,  he 
lined  up  an  alliance  with  Mitsui  Manufacturers  Bank,  a  Califor- 
nia affiliate  of  giant  Mitsui  Bank  in  Tokyo  .  He  might  have  boned 
up  a  bit  on  London's  Big  Bang  while  he  was  at  it.  Recently,  had  to 
pare  his  British  merchant  bank  operations  in  industry  shakeout. 


SEQUA 

NORMAN  E.  Alexander 


New  York,  N.  Y.  212-986-5500 
SALES:  $1.7  bil.    PROFITS:  $72  mil. 


MARKET  VALUE:  $766  mil. 

►  Born  7/23/14,  New  York,  N.  Y.;  BA,  Co- 
lumbia, 1934;  JD,  Columbia  Law,  1936.  Career  path-general  man- 
agement; tenure-32  years,  CEO  32  years.  Compensation:  1988  sal- 
ary &  bonus,  $1,283,000;  ownership,  276,000  direct,  1,550,000 
indirect  shares.  ►  Age  not  slowing  him  down.  Still  sails-and 
plays  tennis  twice  a  week.  Also  plenty  active  at  aerospace,  trans- 
portation, machinery  combine.  Bought  a  propulsion-systems 
maker,  sold  some  divisions  because  he  Vi^ants  only  technology-di- 
rected businesses.  With  517o  control,  usually  gets  what  he  wants. 


SERVICE  CORP.  INTERNATIONAL 


ROBERT  Lynn  Waltrip 


Houston,  Tex.  713-522-5U1 
SALES:  $693  mil.    PROFITS:  $27  mil. 


MARKET  VALUE:  $874  mil. 

►  Born  1/10/31,  Austin,  Tex.;  BA  (business 
admin.),  U.  of  Houston,  1954.  Career  path-entrepreneur;  ten- 
ure-27  years,  CEO  27  years.  Compensation:  1988  salary  &  bonus, 
$349,000-';  ownership^  389,000  direct,  756,000  indirect  shares. 
►  McMortuaries:  He's  brought  the  chain-store  concept  to  the  fu- 
neral business,  building  largest  owner  of  funeral  homes,  ceme- 
teries. Also  sells  caskets,  provides  full-service  financing  for  in- 
dustry. Heavy  debt,  unexpected  slump  in  deaths  slowing  growth 
now;  closing  two  of  seven  casket  plants  should  help  costs. 


SERVICE  MERCHANDISE 


Raymond  Zimmerman 


Nashville,  Tenn.  615-251-6666 

SALES:  $3.1  bil.    PROFITS:  $76  mil. 

market  VALUE:  $562  mil. 

►  Born  4/4/33,  Memphis,  Tenn.;  attended  U. 
of  Miami,  Memphis  State  Tech.  Inst.  Career  path-merchandis- 
ing/marketing; tenure-29  years,  CEO  9  years.  Compensation: 
1988  salary  &  bonus,  $529,000;  ownership,  2,006,000  direct, 
2,339,000  indirect  shares.  ►  Colorful  retailer  known  to  berate  ex- 
ecs for  discarding  paper  clips.  Admits  1983  diversification  was 
"textbook  example  of  how  to  screw  up";  now  back  to  basics.  Add- 
ing computerized  inventory,  centralized  warehousing.  Dropping 
lower-end  goods,  fine-tuning  marketing.  Earnings  up,  stock  up. 


SHARED  MEDICAL  SYSTEMS 


RICHARD  JAMES  MACALEER 
Malvern,  Pa.  215-296-6300 


SALES:  $377  mil.    PROFITS:  $29  mil. 


MARKET  VALUE:  $373  mil. 

►  Born  1/29/34,  Elizabeth,  N.  J.;  BS  (chem. 
eng.),  Princeton,  1955.  Career  path-engineering/technical,  ad- 
ministration; tenure-20  years,  CEO  20  years.  Compensation:  1988 
salary  &  bonus,  $431,000;  ownership,  991,000  direct,  80,000  indi- 
rect shares.  ►  Likes  to  say  it's  the  best  and  worst  of  times  for 
medical  science  and  for  his  health  care  computer  business.  So  far, 
he's  half  right.  Cost  pressures  on  the  hospitals,  clinics,  and  group 
practices-his  customers-are  keeping  a  lid  on  revenues  and  send- 
ing earnings  way  down.  Reorganization,  cost-cutting  may  help. 


SHAW  INDUSTRIES 


ROBERT  E.  Shaw 


Dalton,  Ga.  m-278-3812 


SALES:  $958  mil.    PROFITS:  $34  mil. 
MARKET  VALUE:  -$694  mil. 

►  Born  8/18/31,  Cartersville,  Ga.;  attended 
U.  of  the  South.  Career  path-administration;  tenure-29  years, 
CEO  20  years.  Compensation:  1988  salary  &  bonus,  $822,000;  own- 
ership, 1,994,000  direct,  345,000  indirect  shares.**  ►  Golf-mad  boss 
built  dad's  rug-dyeing  firm  into  largest  carpet  producer.  Bought 
West  Point-Pepperell's  Cabin  Craft  brand.  Recognized  as  indus- 
try's low-cost  producer,  and  a  technological  leader  with  speedy 
computerized  inventory  system.  Look  for  more  acquisitions-if 
he's  not  acquired  first.  Rumor  mill  has  Du  Pont  circling. 


SHAWMUT  NATIONAL 

JoEL  Barnes  Alvord 


Hartford,  Conn.  203-728-2000 
SALES:  $2.8  bil.    PROFITS:  $243  mil. 


MARKET  VALUE:  $2  bil. 

►  Born  11/29/38,  Manchester,  Conn.;  AB  (his- 
tory}, Dartmouth,  1960;  MBA,  Amos  Tuck  (Dartmouth),  1961.  Ca- 
reer p:i,th-finanoe /accounting;  tenure-27  years,  CEO  3  years. 
Compensation:  1988  salary  &  bonus,  $900,000;  ownership,  127,000 
direct,  22,000  indirect  shares.  ►  Boss  of  the  Nutmeg  half  of  a 
Massachusetts-Connecticut  bank  merger  last  year  runs  the 
whole  shop,  bounces  from  Boston  to  Hartford  integrating  opera- 
tions, cutting  costs.  Despite  ecoiiomy,  earnings  are  doing  well. 
Hopes  to  break  into  the  Midwest  if  legislatures  would  let  him. 


SHEARSON  LEHMAN  HUTTON 

PETER  A.  Cohen 

New  York,  N.  Y.  212-298-2000 

SALES:  $10.5  bil.     PROFITS:  $96  mil. 

MARKET  VALUE:  $2  bil. 

►  Born  8/20/46,  New  York,  N.  Y.;  BA,  BS 
(business),  Ohio  State,  1968;  MBA,  Columbia,  1969.  Career  path- 
finance/accounting;  tenure-18  years,  CEO  6  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,660,000;  ownership,  520,000  shares. 
►  Once  a  Wall  Street  wunderkind,  Sandy  Weill's  acquisitive  pro- 
tege putting  a  year  of  setbacks  behind  him.  Biggest  embarrass- 
ment: getting  whipped  in  battle  for  RJR  Nabisco.  Restructured 
troubled  Boston  Co.  management,  and  things  picked  up  with 
surging  summer  market.  More  deregulation  may  pinch  margins. 
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SHERWIN-WILIIAMS 


John  Gerald  Breen 
Cleveland,  Ohio  216-566-2000 


SALES:  $2.0  Ml.    PROFITS:  $101  mil. 

MARKET  VALUE:  $1.4  Ml. 

►  Born  7/21/34,  Cleveland,  Ohio;  BS,  John 
Carroll,  1956;  MBA,  Case  Western  Reserve,  1961.  Career  path- 
production/manufacturing,  market  research;  tenure-11  years, 
CEO  11  years.  Compensation:  1988  salary  &  bonus,  $746,000;  own- 
ership, 167,000  shares.  ►  Rising  costs  for  raw  materials-especial- 
ly  titanium  dioxide-are  hurting  margins.  He'd  rather  swallow  the 
increases  than  pass  them  along  to  customers-and  risk  losing 
market  share.  That  strengthens  his  position  as  No.  1  paint-store 
operator.  He  gave  up  on  floor-covering  stores.  An  avid  runner. 


SHONEY'S 

JAMES  MITCHELL  BOYD 

Nashville,  Tenn.  615-391-5201 

SALES:  $770  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  $453  mil. 

►  Born  9/24/38,  Nashville,  Tenn.;  BS  (philos- 
ophy, psychology),  Vanderbilt,  1963.  Career  path-restaurant  op- 
erations; tenure-24  years,  CEO  4  years.  Compensation:  1988  sala- 
ry &  bonus,  $471,000;  ownership,  349,000  shares.'  ►  Analytical 
ex-franchisee  piled  on  the  debt  last  year  in  a  $728  million  recapi- 
talization. Risky  move,  but  he's  making  progress  on  payments. 
Has  slowed  new  restaurant  openings;  spending  more  time  boost- 
ing growth  at  existing  eateries.  Eyeing  the  international  market, 
too,  which  would  fit  well  with  his  love  of  travel. 


SIERRA  PACIFIC  RESOURCES 

Joe  L.  Gremban 

Reno,  Nev.  702-689-3600 


SALES:  $408  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  $532  mil. 

►  Born  6/3/20,  Goodwin,  Wis.;  BA  (business), 
U.  of  Wis.,  1948.  Career  path-finance/accounting;  tenure-27 
years,  CEO  13  years.  Compensation:  1988  salary  &  bonus, 
$272,000;  ownership,  4,000  direct,  6,000  indirect  shares.  ►  Thriv- 
ing with  his  state's  booming  industries,  gaming  and  mining,  both 
heavy  users  of  his  power  and  water.  Signed  landmark  deal  with 
Paiute  Indians  to  tap  tribal  water  from  Truckee  River,  which 
should  give  him  enough  for  next  30  years.  Partner  in  planned  $4 
billion  Thousand  Springs  coal  plant.  Avid  deer  hunter. 


SIGMA-ALDRICH 

Carl  Thomas  Cori 


St.  Louis,  Mo.  314-771-5765 
SALES:  $375  mil.    PROFITS:  $56  mil. 


market  VALUE:  $1.3  Ml. 


►  Born  8/13/36,  St.  Louis,  Mo.;  BS,  U.  of  Wis., 
1959;  PhD,  Wash.  U.  (Mo.),  1969.  Career  path-engineering/tech- 
nical; tenure-18  years,  CEO  10  years.  Compensation:  1988  salary 
&  bonus,  $549,000;  ownership,  40,000  shares.  ►  Here's  an  unusu- 
al problem:  Demand  was  so  strong  for  his  specialty  chemicals 
last  year,  he  says,  he  cut  back  promotion/marketing  efforts  to 
keep  from  being  overwhelmed.  Net  income  jumped  nearly  359^  . 
Bolstered  overseas  presence  with  Swiss  acquisition.  He's  warn- 
ing that  growth  may  slow  this  year,  especially  in  metal  products. 


SIGNET  BANKING 


ROBERT  M.  P'Kl-  K.M  \\ 

Richmond.  Va.  S(>.'i-:h7-2000 

SALES:  $1.3  bil.     PROFIT^  mil. 

MARKET  VALUE:  $1  bil. 

►  Born  5/10/41,  Richmond,  Va.;  BS  (com- 
merce), U.  of  Va.,  1963.  Career  path-finance/accounting;  ten- 
ure-18 years,  CEO  6  months.  Compensation:  1988  salary  &  bonus, 
$438,000;  ownership,  16,000  direct,  12,000  indirect  shares.  ►  Low- 
key,  hands-on  manager  took  over  in  April  from  gregarious,  big- 
picture  CEO  Rick  Deane.  Helped  rid  firm  of  risky  LDC  loans  and 
increase  commercial  business.  Now  completing  three-year  con- 
solidation of  banks  in  Virginia,  Maryland,  D.  C.  Starting  to  eye 
small  acquisitions  again.  Tends  vegetable,  flower  gardens. 


SMUCKER  (J.  M.) 

Paul  Smucker 


Orrville,  Ohio  216-682-0015 
SALES:  $367  mil.    PROFITS:  $28  mil. 


MARKET  VALUE:  $521  mil. 

►  Born  4/21/19,  Orrville,  Ohio;  BS,  Miami  U. 
(Ohio),  1939.  Career  path-administration;  tenure-50  years,  CEO 
11  years.  Compensation:  1988  salary  &  bonus,  $557,000;  owner- 
ship, 194,000  direct,  815,000  indirect  shares.  ►  Third-generation 
Smucker  to  lead  the  jam  maker.  Clinging  to  his  357^  U.  S.  market 
share  against  giant  Kraft  and  Welch's.  Has  steadily  diversified 
into  snacks  and  toppings.  Now,  spreading  overseas,  too.  Has  set 
up  shop  in  Britain  and  Canada.  Recent  acquisition  of  Australia's 
Henry  .Tones  Foods  is  the  start  of  a  Pacific  Rim  strategy. 


SNAP-ON  TOOLS 

Marion  f.  Gregory 


Kenosha.  Wis.  414-656-5200 
SALES:  $893  mil.    PROFITS:  $113  mil. 


MARKET  VALUE:  $1.5  bil. 


►  Born  10/26/33,  Denison,  Tex.  Career  path- 
merchandising/marketing,  production/manufacturing;  ten- 
ure-34  years,  CEO  1  year.  Compensation:  1988  salary  &  bonus, 
$562,000;  ownership,  13,000  shares.'  ►  Tough  year  for  boss  of 
automotive  hand-tool  vendor.  Flurry  of  dealer  suits  charged  com- 
pany with  misdeeds  ranging  from  harassment  to  breach  of  con- 
tract. Says  most  of  suits  went  nowhere.  Harder  to  shrug  off:  dis- 
appointing earnings.  Claims  auto  mechanics  turned  cautious  in 
face  of  slowing  new-car  sales.  Avid  pilot  escapes  from  it  all  aloft. 


►  Born  3/26/44,  Cleveland,  Ohio;  AB  (econ.), 
Ohio  Wesleyan,  1966;  MBA,  Case  Western  Reserve,  1968.  Career 
path-lending;  tenure-22  years,  CEO  2  years.  Compensation:  1988 
salary  &  bonus,  $553,000;  ownership,  84,000  shares.''  ►  Duck- 
hunting  bank  boss  has  his  sights  on  big  game,  namely  a  regional 
bank  to  boost  his  Midwest  presence.  Bought  Trustcorp,  a  trou- 
bled Toledo  outfit,  making  Society  less  of  a  takeover  target. 
Needs  to  cut  losses  brought  by  investments  in  downtown  Toledo. 
Known  for  tight  financial  controls,  shaking  up  management. 
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f  H  E    COR  P  0  RATE  ELITE 


SONAT 


RONALD  L.  KUKIIM  JK 


Birmingham,  Ala.  205-325-3800 
SALES:  $14  bil.    PROFITS:  $85  mil. 


MARKET  VALUE:  $1.7  Ml. 


►  Born  4/6/35,  Brooklyn,  N.  Y.;  BS,  Ford- 
ham,  1957;  LLB,  Fordham  Law,  1964.  Career  path-legal;  ten- 
ure-19  years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$790,000;  ownership,  7,000  shares.  ►  Turned  down  offer  to  join 
Yankees  minor  league  team  to  study  law.  Now  moving  his  oil  and 
gas  supplier  into  the  big  leagues.  After  four  years  of  restructur- 
ing and  a  federal  nod  for  a  big  rate  increase,  he's  on  the  expan- 
sion trail.  Extending  pipeline  to  Florida  and  Gulf  gas  fields.  Pre- 
vious job  was  in  the  film  industry. 


SONOCO  PRODUCTS 


CHARLES  W.  COKER 


Hartsville,  S.  C.  803-383-7000 
SALES:  $1.6  bil.    PROFITS;  $.96  mil. 
MARKET  VALUE:  $1.7  bil. 


►  Born  5/10/33,  Florence,  S.  C;  BA  (history), 
Princeton,  1955;  MBA,  Harvard,  1957.  Career  path-production/ 
manufacturing;  tenure-32  years,  CEO  19  years.  Compensation: 
1988  salary  &  bonus,  $841,000;  ownership,  442,000  direct,  116,000 
indirect  shares.  ►  Founder's  great-grandson  helped  build  compa- 
ny plants  as  teen.  As  boss,  shifted  from  no-growth  textiles  to 
packaging-motor-oil  bottles,  plastic  grocery  bags.  With  landfill 
crisis,  becoming  a  top  recycler.  Wants  to  bag  European  markets, 
with  plants  in  U.  K.  and  Germany,  acquisition  in  Denmark. 


SOTHEBY'S  HOLDINGS 


MICHAEL  L.  AINSLIE 


New  York,  N.  Y.  212-606-7000 


SALES:  $349  mil.    PROFITS:  $63  mil. 


MARKET  VALUE:  $1.6  bil. 


►  Born  5/12/43,  Johnson  City,  Tenn.;  BA, 
Vanderbilt,  1965;  MBA,  Harvard,  1968.  Career  path-administra- 
tion; tenure-5  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $7,723,000^;  ownership,  NA.  ►  Top  auctioneer  riding  the 
bull  market  in  art  and  antiques.  Smart  marketing  and  financing 
taking  sales  away  from  art  dealers.  And  credit  venerable  house's 
willingness  to  sell  houses,  horses,  movie  stills.  This  former  real 
estate  developer  and  ex-McKinseyite  is  a  hit  on  Wall  Street,  with 
stock  split  a  year  after  IPO. 


SOUTH  CAROLIHA  NATIONAL 

James  G.  Lindley 

Columbia,  S.  C.  803-765-3000 
SALES:  $552  mil.    PROFITS:  $55  mil. 


MARKET  VALUE:  $578  mil. 

►  Born  6/13/31,  Greensboro,  N.  C;  BS  (busi- 
ness admin.),  U.  of  N.  C,  1953;  MA  (finance),  NYU,  1960.  Career 
path-banking;  tenure-10  years,  CEO  10  years.  Compensation: 
1988  salary  &  bonus,  $495,000';  ownership,' 5,000  shares.  ►  Long- 
time Manny  Hanny  hand,  transformed  state's  oldest  bank  into  its 
largest  via  acquisitions.  Now  provides  services  into  one  of  every 
four  homes.  Feeling  heat  from  out-of-staters,  he's  beefing  up  ser- 
vices with  a  new  debit  card,  enhanced  senior-citizen  accounts. 
Avid  traveler,  classical  music  lover.  Big  Tar  Heels  basketball  fan. 


SOUTHDOWN 

Clarence  C.  Comer 


Houston,  Tex.  713-658-8921 


SALES:  $600  mil.    PROFITS:  $37  mil. 

MARKET  VALUE:  $Jt21  mil. 

►  Born  1/9/48,  Charleston,  W.  Va.;  BBA 
(business,  accounting),  Lamar,  1971.  Career  path-finance/ac- 
counting; tenure-12  years,  CEO  3  years.  Compensation:  1988  sala- 
ry &  bonus,  $510,000;  ownership,  2,000  shares.  ►  Fitness  buff 
rises  at  5  a.m.  to  lift  weights.  His  cement  company-now  No.  2-is 
getting  stronger,  too.  Doubled  revenues  with  1988  acquisition  of 
Moore  McCormack  Resources;  now  less  reliant  on  Southern  Cali- 
fornia market.  Piled  on  heavy  debt  in  restructuring,  but  asset 
sales  and  new  stock  issue  have  him  back  in  fighting  shape. 


SOUTHEAST  BAHKIHG 


CHARLES  JOHN  ZWICK 


Miami,  Fla.  305-375-7500 
SALES:  $l.li.  bil.    PROFITS:  $75  mil. 
MARKET  VALUE:  $840  mil. 


>  Born  7/17/26,  Plantsville,  Conn.;  BS  (1950), 
MS  (1951),  U.  of  Conn.;  PhD  (econ.).  Harvard,  1954.  Career  path- 
finance/accounting,  banking;  tenure-20  years,  CEO  10  years. 
Compensation:  1988  salary  &  bonus,  $631,000;  ownership,  109,000 
shares.  ►  He  keeps  a  high  profile  among  business,  political  lead- 
ers. Now  he's  undertaking  more  aggressive  consumer  orienta- 
tion, with  a  flurry  of  ads  and  services  to  lure  customers.  Made 
controversial  acquisition  of  failing  Jacksonville  thrift.  Plans  to 
buy  13  branches  of  an  Orlando  rival. 


SOUTHERH 


Edward  L.  Addison 


Atlanta,  Ga.  404-393-0650 

SALES:  $7.2  bil.    PROFITS:  $966  mil. 

MARKET  VALUE:  $8.7  bil. 

►  Born  2/13/30,  Cottageville,  S.  C;  BS  (elect, 
dig.,-,  fj.  of  S.  C,  1950.  Career  path-engineering/technical,  mer- 
chanvlising/marketing;  tenure-36  years,  CEO  6  years.  Compensa- 
tion: ir;88  salary  &  bonus,  $782,000;  ownership,  17,000  shares.' 
►  Ui'Iity  boss  h;is  hands  full  with  grand  jury  investigation  over 
allegcti  tax  fraud  and  an  alleged  illegal  campaign-contribution 
scheme  ihat  may  have  involved  a  top  official  who  died  earlier  this 
year  in  a  mysterious  plane  crash.  Investors,  though,  seem  to  have 
ignored  it  all  as  stock  keeps  outperforming  peers. 


SOUTHERN  NEW  ENGLAND  TELECOMMS. 


WALTER  H.  MONTEITK  jR. 

New  Haven,  Conn.  203-771-5200 


SALES:  $1.6  bil.  PROFITS:  $155  mil. 
MARKET  VALUE:  $2.6  bil. 


►  Born  9/19/30,  Framingham,  Mass.;  BA, 
Amherst,  1952.  Career  path-marketing,  finance;  tenure-35 
years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
000;  ownership,  13,000  shares."  ►  Quiet  manager  runs  a 


phone  company  with  the  nation's  most  affluent  customer  base. 
Never  wholly  owned  by  the  Bell  System,  escaped  the  trials  of 
AT&T's  breakup.  Dialed  some  wrong  numbers  with  diversifica- 
tion; unloaded  a  fiber-optic  venture.  Cellular  does  well.  Surfcasts 
in  Martha's  Vineyard,  plays  the  piano  (in  private). 
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'     Every  Plant  On  This  Page  Will  Be  Needed 
fo  Meet  The  Worlds  Growing  Demand  For  Food. 

Nature  has  provided  us  with  the  ahihty  to  grow  nian\'  crops.  But  the 
)b  remains  to  turn  nature's  abundance  into  useable  feeds  and  foods.  That's  why  ADI\/I 


ie  Archer  Daniels  Midland  Company  is  constantly  improving  its  network  of 
rocessmg  plants  and  its  transportation  system.  So  we  can  put  the  variety  of  the    supermarket  to  the  world 
'orld's  crops  to  a  variety  of  uses. 


V 


II 


THE    CGyRPORATE  ELITE 


SOUTHTRUST 


Wallace  D.  Malone  Jr. 
Birmingham,  Ala.  205-254-5000 
SALES:  $626  mil.    PROFITS:  $68  mil. 


MARKET  VALUE:  $672  mil. 


►  Born  8/3/36,  Dothan,  Ala.;  BS  (business), 
U.  of  Ala.,  1957;  MBA,  U.  of  Pa.,  1960.  Career  path-finance/ac- 
counting; tenure-30  years,  CEO  28  years.  Compensation:  1988  sal- 
ary &  bonus,  $.572,n()0;  ownership,  295,000  direct,  5,000  indirect 
shares.  ►  This  bird  iiunter  doesn't  let  an  opportunity  fly  by  just 
because  he  can't  call  it  an  acquisition.  He's  gobbled  up  a  string  of 
small  banks  from  Florida  to  Tennessee.  But  unlike  his  competi- 
tors, he'd  just  as  soon  build  a  bank  as  buy  it.  Started  new  banks  in 
Sarasota  and  Charleston.  Strategy's  payoff:  consistent  growth. 


SOUTHWEST  AIRLINES 

Herbert  D.  Kelleher 


Dallas,  Tex.  214-902-1100 

SALES:  $860  mil.    PROFITS:  $58  mil. 

MARKET  VALUE:  $876  mil. 


►  Born  3/12/31,  Haddon  Heights,  N.  J.;  BA, 
Wesleyan,  1953;  LLB,  NYU  Law,  1956.  Career  path-legal;  ten- 
ure-22  years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$428,000;  ownership,  292,000  direct,  13,000  indirect  shares. 
►  CEOs  dull  guys?  Not  this  fun-loving,  chain-smoking  boss  who 
delights  in  practical  jokes.  Nothing  dull  about  his  airline  either: 
record  profits,  the  industry's  lowest  cost  per  passenger  mile 
thanks  to  no  meals  and  no  reserved  seating.  A  possible  move  into 
his  airspace  by  American  could  threaten  the  good  times. 


SOUTHWESTERN  BELL 

Zane  Edison  Barnes 

St.  Louis,  Mo.  3U-235-9800 

SALES:  $8.5  bil.     PROFITS:  $1.1  Oil. 


MARKET  VALUE:  $16.J  bil. 

►  Born  12/2/21,  Marietta,  Ohio;  BS  (mathe- 
matics). Marietta,  1947.  Career  path-engineering/technical;  ten- 
ure-16  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$1,551,000;  ownership,  59,000  shares.  ►  Retiring  at  end  of  year 
from  this  Baby  Bell,  which  he  joined  as  lineman.  Economy  in  key 
Texas  market  coming  back.  Soaring  prices  make  his  1987,  $1.5  bil- 
lion buy  of  Metromedia's  cellular  and  paging  units  look  smart. 
But  pulled  the  plug  on  New  York,  Chicago  Yellow  Pages,  nation- 
wide seniors'  directory  that  didn't  meet  expectations. 


SOUTHWESTERN  PUBLIC  SERVICE 

William  R.  Esler 

Amarillo,  Tex.  806-378-2121 

SALES:  $794  mil.    PROFITS:  $110  mil. 

MARKET  VALUE:  $1.2  bil. 

►  Born  2/10/26,  Denison,  Tex.;  BSEE,  U.  of 
Tex.,  1946.  Career  path-engineering/technical;  tenure-41  years, 
CEO  9  months.  Compensation:  1988  salary  &  bonus,  $270,000; 
ownership,  1,000  direct,  5,000  indirect  shares."  ►  Sales  in  his 
hard-hit  Panhandle  market  are  flat.  Earnings  were  jolted  recent- 
ly by  a  rate  reduction  mandated  by  regulators.  Still,  he's  a  low- 
cost  ])ower  producer  and  is  looking  at  ways  to  sell  electricity  to 
neighboring  utilities.  Leader  in  clean  coal  technology  research. 
He  enjoys  sailing,  hunting,  and  golf. 


SOVRAN  FINANCIAL 


Albert  B.  Gornto  Jr. 

Norfolk,  Va.  804-441-4000 

SALES:  $2.2  bil.    PROFITS:  $243  mil. 

MARKET  VALUE:  $2.5  bil. 

►  Born  8/23/29,  Norfolk,  Va.;  BS  (business 
admin.),  Old  Dominion,  1956.  Career  path-finance/accounting; 
tenure-32  years,  CEO  6  months.  Compensation:  1988  salary  «fe  bo- 
nus, $595,000;  ownership,  15,000  direct,  3,000  indirect  shares. 
►  Easygoing,  careful  back-office  operations  man  recently  took 
over  at  this  acquisitions-hungry  regional.  He'll  be  in  limelight 
only  briefly,  now  that  deal  is  struck  for  merger  with  Citizens  & 
Southern.  Though  partner's  CEO  will  run  combined  giant,  he'll 
contribute  top  managers-including  his  No.  2  and  designated  heir. 


SPIEGEL 

John  J.  Shea 

Oak  Brook,  III. 


312-986-8800 


SALES:  $1.4  bil.    PROFITS:  $57  mil. 


market  VALUE:  $1  bil. 

►  Born  3/1/38,  Newark,  N.  J.;  BS  (market- 
ing), LaSalle,  1959;  MS  (retailing),  U.  of  Pittsburgh,  1960.  Career 
path-merchandising/marketing;  tenure-8  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  $787,0()0;  ownership,  12,000 
shares.  ►  Happy  times  for  direct  marketing  giant.  Successfully 
integrated  last  year's  retail  acquisitions,  Eddie  Bauer  and  Hon- 
eybee, while  core  catalog  business  is  strong.  New  catalogs  in  the 
works  for  intimate  and  career  clothes.  Peddling  goods  on  Prodi- 
gy, a  home-shopping  joint  venture  between  IBM  and  Sears. 


SPRINGS  INDUSTRIES 

WALTI;K  Y.  Kl.lSHA 


Fort  Mill,  S.  a  803-547-3650 

SALES:  $1.8  bil.     PROFITS:  $53  mil. 

MARKET  VALUE:  $754  mil. 

►  Born  12/10/32,  Gary,  Ind.;  BA  (business), 
\  i'm-^Ii  Coll  1954;  MBA,  Harvard,  1965.  Career  path-merchan- 
<i!sini//  tnarketmg,  administration;  tenure-10  years,  CEO  8  years. 
Cn>  ,,tii,aion  1988  salary  &  bonus,  $806,000;  ownership,  5,000 
sh;  T'  ; niellectual,  weekend  cattleman  is  revamping  the  close 
fam.  .  ,cxnl,?  dynasty.  With  imports  pinching  margins,  he  plans 
to  reoi  (1!.:  :  in. shed-fabrics  mills  to  spin  out  more-profitable  in- 
dustrial a!!-.,  nome-furnishing  goods.  Bought  a  fiberglass  outfit 
and  a  wmdevs  -blinds  company  to  diversify. 


SPX 

Robert  D.  Tuttle 


Muskegon,  Mich.  616-724-5000 

SALES:  $878  mil.    PROFITS:  $45  mil. 

MARKET  VALUE:  -$436  mil. 

►  Born  7/16/25,  Terre  Haute,  Ind.;  BS  (econ., 
eng.).  Northwestern,  1951;  MBA,  U.  of  Chicago,  1960.  Career 
path-merchandising/marketing;  tenure-9  years,  CEO  6  years. 
Compensation:  1988  salary  &  bonus,  $504,000;  ownership,  32,000 
shares.  ►  He'd  rather  be  there  when  you  fix  your  car  than  slug  it 
out  selling  parts  to  auto  makers,  which  is  cyclical.  So  he  pulled 
off  a  complex  restructuring.  One  parts-making  operation  now 
serves  the  repair  market,  the  other  serves  auto  makers.  Lower- 
volume  unit  went  into  limited  partnership,  49%-owned  by  SPX. 
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FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  ALLTEL  Corporation 

2.  Southwestern  Bell  Corporation 

3.  United  Telecommunications,  Inc. 

4.  Wausau  Insurance  Companies 

FINANCIAL  PRODUCTS 
AND  SERVICES 

5.  CIGNA  Corporation 

6.  Continental  Bank 

7.  Credit  Suisse 

8.  Dow  Jones  News/Retrieval 

9.  First  National  Bank  of  Chicago 

10.  Twentieth  Century  Investors,  Inc. 
PRODUCTS/SERVICES 

11.  American  Gas  Association 

12.  Amoco  Chemical  Company 

13.  Audi  of  America 

14.  BuU 

15.  Cadillac 

16.  Canon  Custom  Series  Typewriters 

17.  CAST 

18.  Centel  Corporation 

19.  Clirysler  Corporation  Clirysler  Car 
Maserati 

20.  Coni'ail 


21.  Consolidated  Freightways 

22.  Control  Data 

23.  Daewoo 

24.  Dictaphone 

25.  Duquesne  Light 

26.  Eagle  Tallon 

27.  Eastman  Kodak  Company 

28.  Four  Seasons  Hotel 

29.  Gates  Rubber  Company 

30.  Hewlett-Packard  Peripherals 

31.  Infiniti  Luxury  Cars 

32.  Jeep-  Cherokee  Limited 

33.  Learning  International  (Sales 
Training) 

34.  Martin  Marietta 

35.  Mazda  Motor  of  America,  Inc. 

36.  McDonnell  Douglas  Systems 
Integration  Co. 

37.  Mead  Nexis  News  Plus 

38.  Memorex  Telex 

39.  Meridien  Hotels 

40.  Minoha  Corporation 

41.  OMNIFAX/Telautograph 

42.  Oracle  Corporation 

43.  Panasonic 

44.  Peterbilt 

45.  Sears  Communications 

46.  3M  Information  Systems 

47.  Toshiba  America  Information 
Systems  Inc.,  -  Computer  Systems 
Division 


48.  TWA 

49.  Volvo  Cars  of  North  America 

50.  Yellow  Freight  Systems,  Inc. 
AREA  DEVELOPMENT 

51.  French  Industrial  Development 
.'Xgency 

52.  (k)vernment  of  Canada  External 
Affairs 

53.  Iowa  Department  of  Economic 
Development 

54.  State  of  Cahfornia  Department  of 
Economic  Development 

55.  State  of  North  Carolina 
Department  of  Commerce 

CHILDREN  OF 
PROMISE 

Special  Advertising  Section 

1.  American  Health  Foundation 

2.  BP 

3.  ICI 

4.  ITT  Cor]:)oration 

5.  Phillips  Petroleum  Comply 

6.  Pitney  Bowes 

7.  Tandem  Computers 

8.  Tandy/Radio  Shack 


THE  CORPORATE 


SQUARE  D 

jKRRE  L.  Stead 

Palatine,  III.    31 2-397 -2600 


SALES:  $1.  7  bil.     PROFITS;  $119  mil. 


MARKET  VALUE:  $1.5  Ml. 


►  Born  1/8/43,  Maquoketa,  Iowa;  BBA,  U.  of 
Iowa,  1965.  Career  path-production/manufacturing;  tenure-3 
years,  CEO  9  months.  Compensation:  1988  salary  &  bonus, 
$528,000;  ownership,  14,000  shares.  ►  New  to  job,  former  COO 
has  wasted  little  time  shaking  up  electrical  products  maker. 
Overhauled  structure  to  focus  on  customer  segments  rather  than 
product  lines,  added  hundreds  to  sales  force  and  worldwide  dis- 
tributor network,  created  ESOP.  Has  also  begun  peddling  techni- 
cal services,  targeting  faster-growing  international  markets. 


SQUIBB 

Richard  M.  Furlaud 


Princeton,  N.  J.  609-921-4000 
SALES:  $2.6  bil.    PROFITS:  $425  mil. 


MARKET  VALUE:  $11.J,  bil. 

►  Born  4/15/23,  New  York,  N.  Y.;  AB  (intl 


affairs),  Princeton,  1943;  LLB,  Harvard  Law,  1947.  Career  path- 
general  management;  tenure-34  years,  CEO  22  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,542,000;  ownership,  59,000  direct, 
8,000  indirect  shares.  ►  He'll  drop  out  of  the  CEO  ranks  when  his 
multibillion-dollar  merger  with  close  friend  Dick  Gelb's  Bristol- 
Myers  takes  effect.  The  combined  company  will  be  the  No.  2  drug 
house  after  Merck.  He  brings  a  powerful  lineup  of  cardiovascular 
products,  cholesterol  fighters,  plus  a  position  in  foreign  markets. 


ST.  JUDE  MEDICAL 

LAWRENCE  A.  LEHMKUHL 


St.  Paul,  Minn.  612-483-2000 

SALES:  $114  mil.     PROFITS:  $33  mil. 

MARKET  VALUE:  $1  bil. 

►  Born  6/3/37,  Preston,  Iowa;  BA  (business), 
U.  of  Iowa,  1962.  Career  path-finance/accounting,  operations 
mgmt.;  tenure-5  years,  CEO  5  years.  Compensation:  1988  salary 
&  bonus,  $331,000;  ownership,  108,000  shares.  '  ►  With  more  than 
half  the  world  market,  this  maker  of  mechanical  heart  valves  is 
pumping  out  the  earnings.  Tough  ex-Marine,  is  protecting  his 
margins  by  shifting  production  to  Puerto  Rico.  With  plenty  of 
cash,  he  plans  to  diversify  into  other  cardiovascular  products.  Af- 
ter hours,  you  can  find  him  in  his  Beechcraft. 


ST.  PAUL 

Robert  James  Hau(Jh 


St.  Paul,  Minn.  612-221-7911 


SALES:  $3. 6  bil.    PROFITS:  $349  mil. 


MARKET  VALUE:  $2.9  bil. 

►  Born  1/19/26,  Milwaukee,  Wis.;  PhB  (phi- 
losophy), Marquette,  1946;  JD,  Marquette  Law,  1948.  Career 
path-finance/accounting,  claims;  tenure-41  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $919,000;  ownership,  24,000 
shares.  ►  Digging  in  heels  for  long  battle  with  insurer  Alleghany 
Corp.,  which  wants  20%  stake.  Started  an  ESOP.  Also  made  three 
acquisitions  and  several  real  estate  investments.  He  transformed 
general  retail  insurer  into  company  with  array  of  property-liabil- 
ity products.  Collects  scrimshaw  tie  clips,  uncirculated  coins. 


STANDARD  FEDERAL  BANK 


I'HOMAS  R.  RICKETTS 

Troy,  Mich.  313-643-9600 

SALES:  $867  mil.    PROFITS:  $58  mil. 


MARKET  VALUE:  $378  mil. 

►  Born  3/4/31,  Detroit,  Mich.;  BA  (business 
admin.),  U.  of  Mich.,  1953;  LLB,  U.  of  Mich.  Law,  1956.  Career 
path-savings  &  loan,  banking;  tenure-33  years,  CEO  8  years. 
Compensation:  1988  salary  &  bonus,  $525,000;  ownership,  37,000 
shares.**  ►  Likes  modern  art-and  good  old-fashioned  banking. 
Running  state's  largest  thrift,  in  terms  of  deposits,  he  has  avoid- 
ed speculative  projects  and  kept  nonperforming  loans  to  a  mini- 
mum. Also  keeps  costs  low.  But  he's  no  mere  penny-pincher,  as 
splashy  new  pyramid-shaped  headquarters  will  attest. 


STANDARD  REGISTER 

jOHN  K.  D.\RRAGH 


Dayton,  Ohio  513-443-1000 
SALES:  $675  mil.    PROFITS:  $38  mil. 


MARKET  VALUE:  $544  mil. 

►  Born  10/22/29,  Cincinnati,  Ohio;  BS  (busi- 
ness), Ariz.  State,  1959.  Career  path-finance/accounting;  ten- 
ure-15  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$735,000;  ownership,  54,000  shares.'  ►  His  good  news:  easing  pa- 
per prices,  which  gave  this  maker  of  business  forms  and  process- 
ing equipment  a  chance  to  work  on  margins.  He  will  need  fatter 
ones  as  business  climate  cools,  since  his  industry  is  an  economic 
weathervane.  To  beat  the  competition,  former  fighter  pilot  is  aim- 
ing for  improved  customer  service. 


STANHOME 


H.  L,  TOWEK 

Westfield,  Mass.  413-562-3631 
SALES:  $480  mil.    PROFITS:  $41  mil. 


MARKET  VALUE:  $583  mil. 


►  Born  7/16/32,  New  Haven,  Conn.;  BA  (geol- 
ogy, econ.'i,  IvK:  MBA  (marketing),  1960,  Cornell.  Career  path- 
merchandlM  '  marketing;  tenure-12  years,  CEO  12  years.  Com- 
pensation: it/  -  s;..lary  &  bonus,  $707,000;  ownership,  320,000 
shares.  ►  Thr  i;.;;-  line  of  gifts-dolls,  Garfield  mugs,  picture 
frames-pushes  jirofits  u))  \  uV<  a  year,  like  clockwork.  Runs  lean, 
35-person  headquamrs.  Fixed  South  American  operations,  but 
still  working  on  qua'ity  problems  with  Asian  suppliers.  Rumors, 
denied,  that  Hallmark  might  buy  company.  Sails,  shoots  skeet. 


STANLEY  WORKS 


KlCHAKU  H.  AYERS 

New  Britain,  Conn.  203-225-5111 

SALES:  $1.9  bil.    PROFITS:  $103  mil. 

MARKET  VALUE:  $1.7  bil. 

►  Born  10/12/42,  Newton,  Mass.;  BS,  MIT, 
1965;  MS  (indust.  mgmt.),  1965,  MIT.  Career  path-production/ 
manufacturing,  operations;  tenure-18  years,  CEO  2  years.  Com- 
pensation: 1988  salary  &  bonus,  $580,000;  ownership,  22,000 
shares.  ►  Dedicated  do-it-yourselfer  has  broad  line  of  tools,  and 
he  keeps  adding  more.  But  U.  S.  market  is  softening.  Latest  ac- 
quisitions in  consumer  and  industrial  hardware  reflect  interna- 
tional bent,  with  major  expansion  in  Asia.  He's  launched  a  ven- 
ture in  Japan,  bought  a  British  maker  of  measuring  instruments. 


370  •  Business  Week,  October  20  i9k<) 


FOOTNOTES  APPEAR  ON  PAGE  434 


The  ceo  1000 


STAR  BANC 

Oliver  W.  Waddell 


Cincinnati,  Ohio  513-6324000 

SALES:  $531  mil.    PROFITS:  $55  mil. 

MARKET  VALUE:  $732  mil. 

►  Born  12/27/30,  Covington,  Ky.;  BA,  Duke, 
1954;  LLB,  U.  of  Ky.  Law,  1957.  Career  path-banking;  tenure-32 
years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$482,000;  ownership,  8,000  shares.  ►  Switched  name  from  First 
National  Cincinnati.  Steady  earnings  gains  from  operations 
helped  bring  stock  split,  dividend  increase,  but  its  big  deal  fell 
apart.  He  tried  to  merge  with  pal  Carl  Lindner's  Provident  Ban- 
corp; a  disagreement  with  the  SEC  scuttled  the  deal.  Lately,  he 
has  beefed  up  private  banking;  offering  insurance,  stocks,  bonds. 


STATE  STREET  BOSTON 

William  S.  Edgerly 


Boston,  Mass.  617-786-3000 
SALES:  $897  mil.    PROFITS:  $92  mil. 
MARKET  VALUE:  $1.3  Ml 
►  Born  2/18/27,  Lewiston, 


Me.;  BS  (econ., 

eng.),  MIT,  1949;  MBA,  Harvard,  1955.  Career  path-finance/ac- 
counting, production/manufacturing;  tenure-14  years,  CEO  14 
years.  Compensation:  1988  salary  &  bonus,  $744,000;  ownership, 
412,000  direct,  54,000  indirect  shares.  ►  Leading  custodian  for 
mutual  and  pension  fund  securities  portfolios.  Assets  under  man- 
agement up  17'/'  in  past  year.  He's  growing  in  international  mar- 
kets, data  processing,  credit  cards.  Leads  job-training  programs; 
spearheaded  a  low-income  housing  project. 


STERLING  CHEMICALS 

J.  Virgil  Waggoner 


Houston,  Tex.  713-650-3700 
SALES:  $699  mil.    PROFITS:  $2U  mil. 
MARKET  VALUE:  $507  mil. 


►  Born  10/29/27,  Judsonia,  Ark.;  BS  (chem.), 
BS  (math),  Ouachita  Baptist,  1948;  MA  (organic  chem.,  math),  U. 
of  Tex.,  1950.  Career  path-marketing;  gen.  mgmt.;  tenure-3 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$1,036,000;  ownership,  4,677,000  direct,  66,000  indirect  shares. 
►  Globe-trotting  former  Monsanto  man  likes  photographic  safa- 
ris. This  year's  picture  a  little  murky:  Industry  is  producing  too 
much,  dampening  prices.  He  also  faces  rising  dollar,  slowdown  in 
autos,  housing.  But  he's  moving  ahead  with  bold  expansion. 


A* 


STEWART  &  STEVENSON  SERVICES 

C.  Jim  Stewart  II 


Houston,  Tex.  713-868-7700 

SALES:  $i74  mil.    PROFITS:  $21  mil. 

market  VALUE:  $378  mil. 

►  Born  6/27/25,  Houston,  Tex.;  attended  U. 
of  Tex.  Career  path-management;  tenure-42  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $337,000;"ownership,  414,000 
direct,  99,000  indirect  shares.  ►  Leading  dramatic  turnaround  at 
company  co-founded  by  his  grandfather.  Maker  of  diesel  and  gas 
turbine  power  systems  was  big  supplier  to  offshore  drillers.  It 
got  whacked  when  oil  prices,  drilling  activity  collapsed.  Now,  oil 
industry  accounts  for  a  mere  2'/<  of  sales,  down  from  20%-plus. 
He's  mainly  riding  the  boom  in  cogeneration. 


STONE  &  WEBSTER 


William  F.  Allen  Jr. 

New  York,  N.  Y.  212-290-7500 


SALES:  $278  mil.  PROFITS:  $1^1  mil. 
MARKET  VALUE:  $672  mil 


►  Born  6/22/19,  N.  King.stown,  R.  I.;  ScB 
(eng.).  Brown,  1941;  MS  (mech.  eng.).  Harvard,  1947.  Career  path- 
engineering/technical;  tenure-41  years,  CEO  3  years.  Compensa- 
tion: 1988  salary  &  bonus,  $602,000;  ownership,  42,000  shares. 
►  Company,  celebrating  centennial,  made  it  big  building  utility 
power  plants.  Then  demand  tumbled,  and  he's  been  investing 
heavily  in  technology  for  non-power  fields,  especially  petrochem- 
ical processing.  R&D  costs  are  holding  operating  profits  in  check. 
For  1990s,  he's  betting  on  a  rebound  in  demand  for  nuke  plants. 


STONE  CONTAINER 

ROGER  WARREN  STONE 


Chicago,  III  312-346-6600 

SALES:  $3. 7  Ml     PROFITS:  $342  mil 


MARKET  VALUE:  $1.9  Ml. 
►  Born  2/16/35,  Chicago, 


111.;  BS  (econ.), 

Wharton,  1957.  Career  path-marketing,  operations;  tenure-32 
years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$1,181,000';  ownership,  978,000  direct,  602,000  indirect  shares. 
►  Two  years  of  rocketing  earnings  are  over.  Digesting  the  Cana- 
dian newsprint  producer  Consolidated-Bathurst.  The  acquisition 
gives  him  operations  in  Britain,  Germany,  Holland-and  furthers 
plans  to  be  big  in  paper  in  post-1992  Europe.  Soft-spoken,  has 
used  debt  aggressively  to  build  his  empire. 


STRATUS  COMPUTER 

WILLIAM  E.  Foster 


Marlborough,  Mass.  508-460-2000 
SALES:  $265  mil  PROFITS:  $29  mil 
MARKET  VALUE;  $650  mil 


►  Born  4/20/44,  Berkeley,  Calif.;  BA  (mathe- 
matics), San  Jose  State,  1966;  MS  (1969),  MBA  (1974),  U.  of  Santa 
Clara.  Career  path-engineering/technical;  tenure-10  years,  CEO 
10  years.  Compensation:  1988  salary  &  bonus,  $310,000;  owner- 
ship, 306,000  direct,  244,000  indirect  shares.  ►  Big  computer  sales 
still  growing  40%  a  year,  despite  challenges  from  Tandem,  DEC. 
Maybe  it's  his  monthly  employee  pizza  parties,  or  "Breakfasts 
with  Bill"  for  small  groups  of  workers.  Wants  to  move  into 
broader  transaction-processing  market. 


STRIDE  RITE 

ARNOLD  HIAT'I 


Cambridge,  Mass.  617-491-8800 
SALES:  $379  m  il.    PROFITS:  $35  mil 


MARKET  VALUE:  $640  mil. 

►  Born  5/26/27,  Worcester,  Mass.;  BA  (En- 
glish lit.).  Harvard,  1948.  Career  path-production/manufactur- 
ing; tenure-20  years,  CEO  20  years.  Compensation:  1988  salary  & 
bonus,  $720,000;  ownership,  245,000  shares.  ►  Runaway  sales 
and  earnings  since  he  acquired  Keds  and  Sperry  Top  Siders.  Big 
hit  with  new  lines  of  Keds  for  grownups.  He  proves  that  strong 
bottom  line  and  strong  corporate  conscience  can  go  together. 
Leader  in  employee  day-care,  with  a  program  started  19  years 
ago.  And  he  was  among  first  to  create  a  smoke-free  workplace. 
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MEWOO 


THAHWHO! 


Telecommunications  technology 
has  undergone  some  incredible  breakthroughs 

in  the  past  10  years.  And  Daewoo  is  right  at  the 
forefront  of  this  new  technology,  manufacturing 
the  very  latest  fiber  optics.  The  fact  is,  whether  you're 
talking  telecommunications  or  televisions,  Daewoo  is 
constantly  improving  its  products  to  make  them  the  most  highly 

advanced  on  the  market.  By  putting  such  a  great  importance 
on  high  technology,  Daewoo  has,  in  just  over  20  years,  become 
a  leader  in  industries  as  diverse  as  telecommunications 
and  shipbuilding,  aeronautics  and  automotives,  hotels  and 
finance.  Find  out  how  Daewoo's 
expertise  can  improve  the  way  people  talk 
about  your  company 


Daewoo 's  wide  range  of  high  technology  includes 
state-ofthe-art  fiber  optics. 


Daewoo  International  (America)  Corp.  {212)  909-8200. 


STRYKER 


JOHN  WiLFORD  BROWN 
Kalamazoo,  Mich.  616-385-2600 


SALES:  $179  mil.    PROFITS:  $16  mil. 

MARKET  VALUE:  $U8  mil. 

►  Born  9/15/34,  Paris,  Tenn.;  BS  (chem.  eng.) 


Auburn,  1957.  Career  path-administration;  tenure-13  years,  CEO 
13  years.  Compensation:  1988  salary  &  bonus,  $325,000;  owner- 
ship, 1,136,000  shares."  ►  Former  Squibb  man  nursed  this  medi- 
cal-equipment maker  through  health  care  cost-cutting.  Climbed 
out  of  hospital  beds  and  into  specialized  equipment-battery- 
powered  surgical  tools,  arthroscopic  cameras,  replacement  hips 
and  knees.  Tough-minded  boss  keeps  operating  units  small,  lets 
his  managers  run  their  businesses. 


STUDENT  LOAN  MARKETING  ASSN. 

WARD  A.  Fox 

Washington,  D.  C.  202-333-8000 

SALES:  $2.3  bil.    PROFITS:  $225  mil. 

MARKET  VALUE:  $3.8  bil. 

►  Born  7/17/36,  New  York,  N.  Y.;  AB  (Amer. 
studies),  Cornell,  1958;  MBA  (finance),  NYU,  1965.  Career  path- 
finance/accounting;  tenure-16  years,  CEO  16  years.  Compensa- 
tion: 1988  salary  &  bonus,  $779,000;  ownership,  NA.»  ►  An  avid 
runner  and  outdoorsman,  he  keeps  racking  up  growth  in  the  sec- 
ondary market  for  student  loans.  Beating  out  the  competition  by 
offering  lenders  state-of-the-art  system  to  keep  track  of  loans. 
They  have  big  incentive  to  use  his  service,  since  the  feds  have 
boosted  penalties  to  lenders  who  don't  police  defaults. 


SUMMIT  BANKCORPORATION 

THOMAS  D.  SAYLES 
Smmnit,  N.  J.  201-522-8400 


SALES:  $329  mil.    PROFITS:  $39  mil. 


MARKET  VALUE: 
► 


126  mil. 


Born  1/16/32,  Newton,  Mass.;  BS  (finance), 
Dartmouth,  1954;  MBA  (finance),  NYU,  1961.  Career  path-fi- 
nance/accounting; tenure-19  years,  CEO  18  years.  Compensa- 
tion: 1988  salary  &  bonus,  $460,000;  ownership,  69,000  direct, 
3,000  indirect  shares.  ►  Runs  this  steady  earnings  performer 
closely  with  President  Robert  Cox.  Growing  through  acquisitions 
of  community  banks.  Lets  acquired  banks  continue  operating  un- 
der own  names  to  keep  identity,  customers.  But  as  he  expands  in 
New  Jersey  market,  he's  an  oft-rumored  takeover  target. 


SUN 


ROBERT  MCCLEMENTS  JR. 
Radnor,  Pa.  215-293-6000 
SALES:  $8.6  bil.    PROFITS:  $7  mil. 
MARKET  VALUE:  $A.l  bil. 


►  Born  12/1/28,  Philadelphia,  Pa.;  BS  (civil 
eng.),  Drexel,  1952.  Career  path-engineering/technical;  ten- 
ure-24  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$1,024,000;  ownership,  17,000  shares.  ►  He's  becoming  a  bigger 
fish  downstream.  Last  year's  $500  million  acquisition  of  Atlantic 
Petroleum  gave  him  40%  of  Philly  service-station  market,  207^-  of 
New  York's.  To  make  the  most  of  his  newfound  market  power, 
he's  spending  $800  million  on  capital  improvements,  upgrading 
refinery,  reorganizing  Atlantic's  6,900  gas  stations,  distributors. 


SUN  MICROSYSTEMS 


SCOTT  Glenn  mcNealy 


Mountain  View,  Calif.  1,1.5-960-1300 
SALES:  $1.1  bil.     PROFITS:  $66  mil. 


MARKET  VALUE:  $1.3  Ml. 


►  Born  11/13/54,  Columbus,  Ind.;  BA  (econ.). 
Harvard,  1976;  MBA,  Stanford,  1980.  Career  path-production/ 
manufacturing;  tenure-8  years,  CEO  6  years.  Compensation: 
1988  salary  &  bonus,  $488,000;  ownership,  1,756,000  shares. 
►  Can  the  man  who  built  this  powerhouse  manage  a  multibillion- 
dollar  company  in  crisis?  Workstations  still  racking  up  record 
sales,  but  big  problems:  resignation  of  officers,  product  delays, 
first  quarterly  loss.  Hewlett-Packard,  Digital  are  moving  fast  to 
challenge  him.  Plays  ice  hockey  in  a  Silicon  Valley  league. 


SUNOSTRAND 


Harry  C.  Stonecipher 


Kockford,  III.  815-226-6000 
SALES:  $1.5  bil.    LOSS:  $50  mil. 


MARKET  VALUE:  $1.5  bil. 


►  Born  5/16/36,  Scott  Co.,  Tenn.;  BS  (phys- 
ics), Tenn.  Polytechnical  Inst.,  1960.  Career  path-engineering/ 
technical;  tenure-3  years,  CEO  9  months.  Compensation:  1988  sal- 
ary &  bonus,  $480,000;  ownership,  20,000  shares.  ►  New  man 
cleaning  up  the  wreckage  left  by  far-reaching  settlement  of  Pen- 
tagon fraud  charges.  Included  was  $127  million  in  repayments, 
three  executive  indictments.  It  cost  another  $71  million  to  recap- 
ture right  to  compete  for  defense  business;  shareholder  suits  are 
in  the  offing.  Meanwhile,  commercial  aerospace  sales  are  strong. 


SUNTRUST  BANKS 


Roi!l-;iM  STRIl  KLAND 

Atlanta,  Ga.  m-588-7711 

SALES:  $2.9  bil.    PROFITS:  $309  mil. 

MARKET  VALUE:  $3.3  bil. 

►  Born  5/20/27,  Atlanta,  Ga.;  BS  (econ.),  Da- 
vidson, 1948;  LLB,  Atlanta  Law,  1953.  Career  path-finance/ac- 
counting; tenure-41  years,  CEO  11  years.  Compensation:  1988  sal- 
ary &  bonus,  .i;r,  17,000;  ownership,'  107,000  direct,  88,000  indirect 
.shares.  ►  Fornu  r  lineman  on  his  college  football  team,  he's  built 
a  formidable  bank  conglomerate.  Conservative,  he  has  one  of  the 
nation's  best  capital  ratios.  Pleased  shareholders  with  a  big  divi- 
d(.  'i  I  payment  last  year.  Bad  real  estate  loans  in  Tennessee  are 
tho  '  Tack  in  the  line.  Father  was  also  CEO  of  the  bank. 


SUPER  VALU  STORES 

KHALI,  W.  Wright 


Minneapolis,  Minn.  612-828-4000 
SALES:  $10.3  bil.    PROFITS:  $135  mil. 


MARKET  VALUE:  $2.2  bil. 


►  Born  6/13/38,  Minneapolis,  Minn.;  BA  (his- 
tory), U.  of  Minn.,  1961;  LLB,  U.  of  Minn.  Law,  1963.  Career  path- 
legal;  tenure-13  years,  CEO  8  years.  Compensation:  1988  salary  & 
bonus,  $900,000;  ownership,  107,000  direct,  13,000  indirect  shares. 
►  Ex-college  football  captain  has  silenced  grumblings  about  his 
leadership  with  two  years  of  solid  earnings.  Expanding  Cub  dis- 
count warehouse  franchise  into  the  Pacific  Northwest,  testing 
Ohio  hypermarket  with  food  and  general  merchandise.  But 
growth  may  be  threatened  as  competitors  make  inroads. 
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SYMBOL  TECHNOLOGIES 


Jerome  Swartz 

Bohemia,  N.  Y.  516-563-2400 

SALES:  $89  mil.    PROFITS:  $20  mil. 

MARKET  VALUE:  $U5  mil. 

►  Born  5/14/40,  Brooklyn,  N.  Y.;  BS  (elect, 
eng.).  City  Coll.  of  N.  Y.,  1961;  MS  (1963),  PhD  (1968),  Polytechnic 
Inst.  (Brooklyn).  Career  path-engineering/technical;  tenure-16 
years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$323,000^;  ownership,  208,000  direct,  81,000  indirect  shares. 
►  Former  engineering  professor  with  many  patents  under  his 
belt  still  leads  company's  R&D  efforts.  Nation's  largest  maker  of 
bar-code  readers  rings  up  big  sales  to  Sears,  Walden  Books,  Cal- 
dor.  Growth  this  year  may  hit  50%-far  above  industry  average. 


SYNTEX 


Paul  e.  Freiman 


Palo  Alto,  Calif.  415-855-5050 
SALES:  $1.3  Ml.    PROFITS:  $297  mil. 


MARKET  VALUE:  $5.4  bil. 

►  Born  7/23/34,  Freeman,  N.  Y.;  BS  (pharma- 


cy), Fordham,  1955.  Career  path-merchandising/marketing;  ten- 
ure-27  years,  CEO  2  months.  Compensation:  1988  salary  &  bonus, 
$550,000;  ownership,  62,000  shares.  ►  Street  likes  his  marketing 
flair.  New  products  for  cardiovascular  disease,  pain  relief  may 
soon  get  FDA  approval,  and  strong  marketing  campaign  is  criti- 
cal to  success.  Patent  on  his  blockbuster  pain  reliever,  Naprosyn, 
is  about  to  run  out.  Cut  a  deal  with  P&G  to  test  drug's  potential  in 
over-the-counter  market. 


SYSCO 


John  F.  Woodhouse 
Houston,  Tex.  713-584-1390 
SALES:  $4.4  bil.    PROFITS:  $80  mil. 


MARKET  VALUE:  $2.5  bil. 

►  Born  11/30/30,  Wilmington,  Del.;  BA  (busi- 
ness), Wesleyan,  1953;  MBA  (finance).  Harvard,  1955.  Career 
path-finance/accounting;  tenure-20  years,  CEO  7  years.  Com- 
pensation: 1988  salary  &  bonus,  $915,000;  ownership,  150,000 
shares.  ►  Still  chowing  down.  Distributor  of  food  and  food-ser- 
vice products  to  restaurants  and  institutions  gobbled  up  its  sec- 
ond-largest rival  last  year.  Deal  strengthens  economies,  lifts  na- 
tional presence.  Known  for  customer  focus,  fostering 
entrepreneurial  spirit  in  managers.  Camper,  mountain  climber. 


SYSTEMATICS 

John  E.  Steuri 
Little  Rock,  Ark. 


501-223-5100 


SALES:  $179  mil.    PROFITS:  $15  mil. 

MARKET  VALUE:  $412  mil. 

►  Born  5/6/39,  Great  Bend,  Kan.;  BS  (busi- 
ness admin.),  U.  of  Kan.,  1961.  Career  path-marketing,  general 
mgmt.;  tenure-1  year,  CEO  1  year.  Compensation:  1988  salary  & 
bonus,  $220,000'';  ownership,  NA."  ►  Handpicked  successor  of 
Walter  Smiley  plans  no  major  strategic  changes.  Main  goal:  Hit 
$1  billion  in  sales  at  banking  software  company.  Stiff  competition 
from  Electronic  Data  Systems,  which  has  deep  pockets.  Respond- 
ing with  stronger  marketing;  spending  $75  million  on  R&D  over 
five  years.  Hunts  pheasant,  duck,  quail. 


TAMBRANDS 


MARTIN  FREDERICK  CHEERE  EMMETT 
Lake  Success,  N.  Y.  516-358-8300 
SALES:  $563  mil.    PROFITS:  $85  mil. 
MARKET  VALUE:  $1.6  bil. 


►  Born  8/30/34,  Johannesburg,  S.  Africa; 
BSC  (mech.  eng.),  U.  of  Witwatersrand,  1957;  MBA,  Queen's,  1962. 
Career  path-merchandising/marketing,  finance/accounting; 
tenure-6  months,  CEO  6  months.  Compensation:  1988  salary  & 
bonus,  NA;  ownership,  29,000  shares.  ►  An  investment  banker- 
consultant  brought  in  to  succeed  Edwin  Shutt,  who  retired 
abruptly  after  troubled  moves  into  home  diagnostic  tests,  cos- 
metics. He's  selling  those  and  going  back  to  basics,  with  heavy 
marketing  of  feminine-hygiene  products  in  U.  S.  and  overseas. 


TANDEM  COMPUTERS 


James  G.  Treybig 

Cupertino,  Calif.  408-725-6000 

SALES:  $1.3  bil.    PROFITS:  $94  mil. 


MARKET  VALUE:  $2.2  bil. 

►  Born  9/28/40,  Clarendon,  Calif.;  BA  (1963), 


BSEE  (1964),  Rice;  MBA,  Stanford,  1968.  Career  path-marketing, 
venture  capital;  tenure-15  years,  CEO  15  years.  Compensation: 
1988  salary  &  bonus,  $481,000;  ownership,  515,000  direct,  4,000  in- 
direct shares.  ►  Bringing  out  new  top-of-the-line  fail-safe  com- 
puter that  customers  have  been  waiting  for.  Will  also  unveil  com- 
pany's first  micro  using  new  UNIX  system.  Should  help  expand 
role  as  manager  of  corporate  data  hubs,  pitting  Tandem  against 
IBM,  DEC.  Logs  time  in  Washington  advising  on  computer  issues. 


TANDY 

John  V.  Roach 

Fort  Worth,  Tex.  817-390-3214 
SALES:  $3.8  bil.    PROFITS:  $316  mil. 
MARKET  VALUE:  $4  bil. 


►  Born  11/22/38,  Stamford,  Tex.;  BA  (physics 
&  math),  1961;  MBA,  1965,  TCU.  Career  path-merchandising/ 
marketing;  tenure-25  years,  CEO  8  years.  Compensation:  1988 
salary  &  bonus,  $872,000;  ownership,  59,000  shares.  ►  Just 
logged  another  record  year.  Feeling  slowdown  in  PCs,  but  push- 
ing new  accessories,  laptop.  Seeking  inroad  to  European  busi- 
ness-computer market  with  planned  purchase  of  Victor  micro- 
computer unit  of  Datatronic  AB.  Making  computers  for 
Panasonic,  DEC.  Modern  low-cost  plants  operate  below  capacity. 


TCA  CABLE  TV 


RoiihKT  M.  Rogers 

Tyler,  Tex.  214-595-3701 

SALES:  $69  mil.    PROFITS:  $10  mil. 


MARKET  VALUE:  $459  mil. 

►  Born  8/31/26,  Buckner,  Mo.;  attended  Wil- 
liam Jewell.  Career  path-engineering/technical,  finance/ac- 
counting; tenure-35  years,  CEO  35  years.  Compensation:  1988  sal- 
ary &  bonus,  $149,000;  ownership,  8,213,000  direct,  1,444,000 
indirect  shares.  ►  College  dropout  got  his  entertainment  school- 
ing as  a  drive-in  theater  owner.  Builds  fast-growing  cable  empire 
the  old  way-by  searching  for  rural  areas  with  poor  TV  reception. 
Last  year  joined  consortium  to  buy  Cooke  Cablevision  opera- 
tions, snared  systems  in  five  more  markets. 
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TCBY  ENTERPRISES 


Frank  D.  Hickingbotham 


Little  Rock,  Ark.  501-688-8229 
SALES:  $98  mil.    PROFITS:  $20  mil. 


MARKET  VALUE:  $636  mil. 
►  Born  10/14/36,  McGehee, 


Ark.;  BS  (busi- 
ness), U.  of  Ark.  at  Moniicello,  1958.  Career  path-merchandising/ 
marketing,  production/manufacturing;  tenure-8  years,  CEO  8 
years.  Compensation:  1988  salary  &  bonus,  $325,000;  ownership, 
10,157,000  direct,  96,000  indirect  shares.  ►  Runs  company  with 
one  product:  frozen  yogurt.  Royalties  jumped  70%  last  year  after 
350  store  openings.  Launched  another  225  in  first  half  of  1989. 
Plans  to  open  shops  near  toll  plazas  and  at  airports  in  a  joint  ven- 
ture with  Marriott. 


TECO  ENERGY 


Timothy  L.  Guzzle 


Tampa,  Fla.  813-228-4111 
SALES:  $1  bil.    PROFITS:  $126  mil. 


MARKET  VALUE:  $1.5  bil. 

►  Born  11/4/36,  Ottumwa,  Iowa;  BS  (1958), 
MS  (1959),  U.  of  Okla.;  PhD  (physics),  TCU,  1965.  Career  path-en- 
gineering/technical; tenure-2  years,  CEO  6  months.  Compensa- 
tion: 1988  salary  &  bonus,  $257,000°;  ownership,  1,000  shares. 
►  Salt-water  fisherman  angling  in  smooth  tropical  waters.  New 
to  job,  he  runs  a  utility  in  an  exploding  market.  Regulators  forced 
a  $20  million  refund  of  excess  profits  just  as  he  took  over;  some 
problem.  Unregulated  businesses-river  and  ocean  barge  opera- 
tions, coal  shipping-also  turning  in  record  results. 


TECUMSEH  PRODUCTS 


Todd  Wesley  Herrick 


Tecumseh,  Mich.  517-423-8411 

SALES:  $1.1  bil.     PROFITS:  $70  mil. 

market  VALUE:  $785  mil. 

►  Born  11/29/42,  Tecumseh,  Mich.;  BA  (bus. 
management),  Notre  Dame,  1967.  Career  path-engineering/ 
technical,  production/ manufacturing;  tenure-17  years,  CEO  3 
years.  Compensation:  1988  salary  &  bonus,  $215,000;  ownership, 
NA.**  ►  Grandfather  founded  the  company,  and  dad  is  chairman, 
holding  a  457"  stake.  He's  making  his  own  mark  abroad,  though. 
Purchased  Italy's  No.  1  lawn-mower  engine  maker.  Hopes  to  be- 
come big  player  in  Europe's  unified  market  of  1992.  Impressive 
results  so  far:  Exports  doubled  in  two  years. 


TEJON  RANCH 


Jack  Hunt 

Lebec,  Calif.  805-327-8481 
SALES:  $14  mil.    PROFITS:  $1  mil. 


market  VALUE:  $615  mil. 

►  Born  1/18/45,  Wichita  Falls,  Tex.;  BA  (his- 


tory), Williams,  1967;  MBA,  Harvard,  1973.  Career  path-opera- 
tions; tenure-9  years,  CEO  4  years.  Compensation:  1988  salary  & 
bonus,  $191,000;  ownership,  9,000  shares.  ►  There's  always  a  lit- 
tle excitement  down  on  the  ranch.  He  escaped  utility's  effort  to 
condemn  land  for  a  pipeline,  sold  them  rights  instead.  Still  fight- 
ing proposed  windmill  farm  nearby  that  would  interfere  with 
condor  migration.  Otherwise  still  has  12,000  head  of  tattle,  white 
grapes,  and  pistachios.  Likes  water  skiing  and  mountain  biking. 


TEKTRONIX 


DAVID  P.  FRIEDLEY 


Beaverton,  Ore.  503-627-7111 

SALES:  $1.4  bil.    PROFITS:  $19  mil. 

MARKET  VALUE:  $637  mil. 

►  Born  9/28/39,  Morristown,  N.  J.;  BS  (elect, 
eng.),  Cornell,  1962.  Career  path-engineering/technical,  mer- 
chandising/marketing; tenure-16  years,  CEO  2  years.  Compensa- 
tion: 1988  salary  &  bonus,  $364,000;  ownership,  8,000  shares." 
►  Outdoorsy  family  man  has  shaken  things  up  at  sleepy  electron- 
ics maker,  but  it  isn't  fully  awake.  With  growth  too  slow,  he  aims 
for  hot  areas-specialty  workstations,  test  equipment  for  TV  mak- 
ers, telecommunications,  overseas.  Still  too  early  for  these  busi- 
nesses to  generate  much  revenue.  Maybe  next  year. 


TELE-COMMUNICATIONS 


JOHN  C.  MALONE 

Denver,  Colo.  303-721-5500 

SALES:  $2.3  bil.    PROFITS:  $56  mil. 

MARKET  VALUE:  $7.1  bil. 

►  Born  3/7/41,  Milford,  Conn.;  BS  (elec.  eng, 
econ.),  Yale,  1963;  MS,  NYU,  1965;  MS  (1964),  PhD  (1967),  Johns 
Hopkins.  Career  path-engineering/technical,  finance/account- 
ing, administration;  tenure-16  years,  CEO  16  years.  Compensa- 
tion: 1988  salary  &  bonus,  $400,000;  ownership,  2,000  shares. 
►  The  Cable  King  seems  uncatchable:  He  makes  a  buck  from  at 
least  one  out  of  every  five  cable  subscribers,  and  he's  extending 
his  reach  into  TV  programming,  high-definition  TV  development. 
When  he's  in  town,  he  likes  to  drive  home,  lunch  with  family. 


TELECOM-USA 

0.  GENE  GABBARD 

Atlanta,  Ga.  404-250-5500 

SALES:  $524  mil.    PROFITS:  $27  mil. 

MARKET  VALUE:  $974  mil. 

►  Born  5/7/40,  Sand  Gap,  Ky.;  BS  (elect, 
en;  s  '  ;.  of  Ky.,  1961:  MS  (elect,  eng.),  U.  of  Pa.,' 1965.  Career 
pati:  <  .^'eering/technical;  tenure-6  years,  CEO  6  years.  Com- 
pensai.  1988  saiyrv  &  bonus,  $298,000;  ownership,  116,000 
shares.'  Son  of  a  poor  Kentucky  farmer.  Engineer-turned-en- 
trepreneui  made  his  fiber-optic  discount  long-distance  service 
the  No.  4  carrier  in  six  years.  Gobbled  up  more  than  30  competi- 
tors along  the  way.  Still  focuses  on  small-  to  midsize  towns,  but 
he's  in  the  big  leagues  now,  may  start  drawing  competitive  fire. 


TELECREDIT 


Lee  Addison  Ault  III 

Los  Angeles,  Calif.  213-410-4600 

SALES:  $154  mil.    PROFITS:  $25  mil. 

MARKET  VALUE:  $403  mil. 

►  Born  8/13/36,  Cincinnati,  Ohio;  BA  (Amer. 
studies),  Yale,  1958.  Career  path-merchandising/marketing,  fi- 
nance/accounting; tenure-21  years,  CEO  21  years.  Compensa- 
tion: 1988  salary  &  bonus,  $375,000;  ownership,  45,000  direct, 
7,000  indirect  shares.  ►  Surprised  when  biggest  customer-a 
credit  union  association-became  one  of  his  major  competitors  in 
payment  services.  Scrambled  to  retain  customers-held  on  to  55% 
of  them.  Has  put  behind  him  losses  in  counterfeit-protection  busi- 
ness. Ex-Marine  pilot  collects  contemporary  Latin  American  art. 
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WE  DESIGN 

EVERY  VOIVO 
TO  LOOK 
LIKE  THIS. 


Yoifre  looking  at  a  perfect  Volvo.  A  Volvo  that 
performed  exactly  as  our  safety  engineei"s  designed  it  to. 

Its  front  and  rear  ends,  for  example,  collapsed  on 
impact  As  a  result,  much  of  the  crash  energy  was 
absorbed  instead  of  being  passed  on  to  the  passengers. 

The  cars  middle  section,  however,  didn't  collapse. 
That's  because  the  entire  passenger  compartment  is 
surrounded  by  Volvo's  unique  "safety  cage."  Made  of  six 
box  section  steel  pillars,  this  protective  housing  is  strong 
enough  to  support  the  weight  of  six  Volvos. 


But  the  passengers  of  this  car  were  also  protected  in 
ways  you  can't  see.  Because  inside  are  such  standard 
features  as  a  driver's  side  Supplemental  Restraint  System, 
a  collapsible  steering  column  and,  of  course,  3-point  seat 
belts,  front  and  rear. 

Every  Volvo  is  designed  to  help  protect  its  passengers 
in  all  these  ways.  And,  as  a  result,  wiJI  look  remarkably 
similar  to  this  one  after  being  in  the  siime  type  of  accident 

If  you're  concerned  about  safety,  VOUVO 

you  can't  find  a  more  beautiful  car.       A  car  you  can  believe  in. 


CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS:  1-800-221-9136      ©  1989  VOLVO  NORTH  AMERICA  CORPORATION 
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TELEDYME 


George  Adam  Kocekts 


Los  Angeles,  Calif.  213-277-3311 
SALES:  $Jf.5  bil.    PROFITS:  $392  mil. 


MARKET  VALUE:  $Ji.2  Ml. 


►  Born  2/18/19,  Uniontown,  Pa.;  BS  (1939), 
MS  (1941),  DS  (1942),  Carnegie  Inst,  of  Tech.  Career  path-engi- 
neering/technical; tenure-23  years,  CEO  3  years.  Compensation: 
1988  salary  &  bonus,  $808,000;  ownership,  99,000  shares.  ►  On  his 
own  now  that  Henry  Singleton  has  rehnquished  day-to-day  man- 
agement. Unit  of  his  conglomerate  pleaded  guilty  after  Pentagon 
probe.  Then  two  division  managers  were  convicted  of  conspiring 
to  defraud  government.  May  spin  off  two  insurance  units.  With 
profits  slipping,  a  restructuring  or  breakup  could  be  next. 


TELETLEX 


Lennox  Kingman  Black 


Limerick,  Pa.  215-948-5100 

SALES:  $324  mil.    PROFITS:  $24  mil. 

MARKET  VALUE:  $407  mil. 

►  Born  3/27/30,  Montreal,  Quebec,  Canada; 
BA  (commerce),  McGill,  1952.  Career  path-marketing;  tenure-31 
years,  CEO  18  years.  Compensation:  1988  salary  &  bonus, 
$461,000;  ownership,  389,000  shares.  ►  Steering  this  manufactur- 
er to  steady  profit  growth.  Makes  precision  controls  for  every- 
thing from  yachts  to  mowers,  plus  medical,  aerospace  applica- 
tions. Has  moved  nimbly  to  counteract  slowing  sales  to  boat 
market  by  stepping  up  automotive  line.  Acquired  competitor  that 
will  give  him  inroads  into  Ford;  also  a  medical  products  maker. 


TELEPHONE  &  DATA  SYSTEMS 

LEROY  T.  Carlson  Jr. 


Chicago,  III.  312-630-1900 

SALES:  $196  mil.    PROFITS:  $11  mil. 


MARKET  VALUE:  $1  bil. 


►  Born  9/27/46,  Chicago,  111.;  BS,  1968;  MBA, 
1971,  Harvard.  Career  path-finance/accounting;  tenure-15 
years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$211,000;  ownership,  7,000  direct,  129,000  indirect  shares. 
►  Founder's  son  has  been  hitting  jackpot  in  government-spon- 
sored lotteries  for  rural  cellular  licenses.  Also  acquiring  in  small- 
er markets.  Now  owns  76  phone  companies,  share  in  104  cellular 
markets.  Heavy  spending  denting  earnings,  but  he  can  hang  up 
on  most  raiders:  family  still  controls  most  stock. 


TELERATE 

NEIL  S.  HIRSCH 


New  York,  N.  Y.  212-938-5200 

SALES:  $440  mil.    PROFITS:  $91  mil. 

MARKET  VALUE:  $1.5  bil. 

►  Born  6/7/47,  St.  Louis,  Mo.;  attended  U.  of 
Bridgeport,  Pace.  Career  path-marketing,  finance;  tenure-20 
years,  CEO  20  years.  Compensation:  1988  salary  &  bonus, 
$1,299,000;  ownership,  5,294,000  shares.  ►  Information-services 
pioneer  caught  in  underbrush  since  crash  thinned  ranks  of  cus- 
tomers on  Wall  Street.  Still,  he's  plowing  ahead  with  new  joint 
ventures-a  currency-trading  service,  and  an  electronic  order 
routing  system  for  CBOT  and  London  International  Financial  Fu- 
tures Exchange.  Dow  Jones  owns  about  two-thirds,  wants  more. 


TEMPLE-INLAND 


Clifford  J.  Grum 
Diboll,  Tex.  409-829-2211 
SALES:  $2.1  bil.  PROFITS: 
MARKET  VALUE:  $1.8  bil. 


mil 


►  Born  12/12/34,  Davenport,  Iowa;  BA,  Aus- 
tin, 1956;  MBA,  Wharton,  1958.  Career  path-finance/accounting, 
publishing;  tenure-21  years,  CEO  6  years.  Compensation:  1988 
salary  &  bonus,  $804,000;  ownership,  86,000  direct,  17,000  indirect 
shares.  ►  Recently  bought  a  new  sort  of  paper  for  his  forest- 
products  company:  two  sick  thrifts.  Also  spending  on  core  busi- 
ness, with  $200  million  last  year,  another  $240  million  in  '89.  Main 
investmest  is  upgrading  cardboard  box  manufacturing.  Biggest 
concerns:  weathering  next  economic  downturn,  reviving  thrifts. 


TENNECO 


JAMES  L.  KETELSEN 
Houston,  Tex.  713-757-2131 


SALES:  $13.2  bil.  LOSS:  $1  mil. 
MARKET  VALUE:  $7.7  bil. 


►  Born  11/14/30,  Davenport,  lov^a;  BBA, 
Northwestern,  1952.  Career  path-finance/accounting;  tenure-31 
years,  CEO  11  years.  Compensation:  1988  salary  &  bonus, 
$1,077,000';  ownership,  75,000  direct,  28,000  indirect  shares. 
►  Things  are  looking  up.  Amid  takeover  rumors,  he's  slashed 
headquarters  staff,  shed  insurance  units,  sold  oil  businesses  for 
$7.3  billion,  whittled  once-crushing  debt.  Much-derided  Case  I.  H. 
farm-equipment  acquisition  finally  saw  black  ink  in  second  quar- 
ter. Core  pipeline  division  continues  to  spew  out  profits. 


TEXACO 


JAMES  W.  KINNEAR 

White  Plains,  N.  Y.  914-253-4000 

SALES:  $33.5  bil.    PROFITS:  $1.3  bil. 


MARKET  VALUE:  $13.5  bil. 

►  Born  3/21/28,  Pittsburgh,  Pa.;  BS  (mech. 
;.l  Acad.,  1950.  Career  path-merchandising/mar- 
lj(.in/rnanufacturing;  tenure-35  years,  CEO  3 
^ution:  1988  salary  &  bonus,  $1,322,000;  owner- 
res.  J>  Oil-patch  turnaround?  He's  getting  good 
I  ronipany  through  some  tense  times:  Pennzoil 


TEXAS  AIR 


eng.),U,S 
keting,  pn 
years.  Com) 
ship,  68,000  . 
marks  for  pu 

settlement,  bankruptcy,  a  battle  with  Carl  Icahn,  and  a  crude-oi 
pricing  dispute  with  the  federal  government.  The  question  facing 
him  now  is  how  to  rebuild  the  company's  oil  and  gas  reserves. 


FRANCISCO  A.  LORENZO 

Houston,  Tex.  713-658-9588 

SALES:  $8.6  bil.    LOSS:  $719  mil. 

MARKET  VALUE:  $850  mil. 

►  Born  5/19/40,  New  York,  N.  Y.;  BA,  Co- 
lumbia, 1961;  MBA,  Harvard,  1963.  Career  path-administration; 
tenure-9  years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$977,000; "ownership,  "l.OOO  direct,  1,120,000  indirect  shares.'" 
►  Airline  industry's  toughest  pilot  still  navigates  shaky  craft 
with  one  engine  sputtering.  Slimmed-down  Eastern-still  on 
strike,  still  in  Chapter  U-bleeds  red-ink  trail.  But  his  other  line. 
Continental,  is  doing  better.  Surprise:  He's  been  shopping  Conti- 
nental and  his  computer  reservation  system  around. 
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TEXAS  INSTRUMENTS 


Jerry  R.  Junkins 

Dallas,  Tex.  2U-995-5550 

SALES:  $6.3  bil.    PROFITS:  $366  mil. 

MARKET  VALUE:  $3.3  bil. 

►  Born  12/9/37,  Fort  Madison,  Iowa;  BS 
(elect,  eng.),  Iowa  State,  1959;  MS  (eng.  admin.),  SMU,  1968.  Ca- 
reer path-engineering/technical,  production/manufacturing; 
tenure-30  years,  CEO  4  years.  Compensation:  1988  salary  &  bo- 
nus, $798,000;  ownership,  28,000  shares.  ►  Reorganized  comput- 
er operations,  offering  customers  industrial  software,  hardware, 
consulting  packages.  He's  building  a  new  plant  in  Italy,  another 
in  Taiwan.  Inked  a  deal  to  team  up  with  IBM  on  factory-automa- 
tion work.  Likes  to  escape  to  East  Texas  farm. 


TEXAS  UTILITIES 

Jerry  S.  Farrlngton 

Dallas,  Tex.  21^-8124600 

SALES:  $4.2  bil.    PROFITS:  $738  mil. 

MARKET  VALUE:  $5.6  bil. 

►  Born  7/7/34,  Burkburnet,  Tex.;  BBA,  1955; 
MBA,  1958,  U.  of  North  Tex.  Career  path-administration;  ten- 
ure-32  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$479,000;  ownership,  11,000  shares.  ►  Thought  he'd  resolved  anti- 
nuke  conflicts  by  giving  protesters  a  board  seat,  but  now  others 
charge  him  with  buying  off  and  silencing  opponents.  Comanche 
Peak  nuclear  plant  still  plagued  by  construction  delays.  With  reg- 
ulators probing  construction  costs,  obtaining  rate  hikes  when 
phase  one  is  complete  may  be  tough. 


TEXTRON 

BEVERLY  Franklin  Dolan 


Providence,  R.  I.  401421-2800 
SALES:  $7.3  bil.    PROFITS:  $272  mil. 


MARKET  VALUE:  $2.5  bil. 

►  Born  11/9/27,  Augusta,  Ga.;  BS,  U.  of  Ga., 
1952.  Career  path-production/manufacturing;  tenure-35  years, 
CEO  5  years.  Compensation:  1988  salary  &  bonus,  $2,066,000'; 
ownership,  52,000  direct,  35,000  indirect  shares.  ►  Textron  career 
began  when  it  acquired  his  E-Z-Go  golf  cart  company.  As  CEO, 
he's  balanced  defense  business  with  acquisitions.  But  expensive 
military  helicopter,  under  development  with  Bell  and  Boeing,  is 
slated  for  cutback.  Hurts  stock  price,  steps  up  pressure  for  more 
acquisitions.  When  not  hunting  for  companies,  he  hunts  geese. 


THERMO  ELECTRON 


GEORGE  Nicholas  Hatsopoulos 
Waltham,  Mass.  617-622-1000 
SALES:  $501  mil.    PROFITS:  $20  mil. 


MARKET  VALUE:  $572  mil. 

►  Born  1/7/27,  Athens,  Greece;  BS  (1949),  MS 
(1950),  MS  (1954),  ScD  (1956),  MIT.  Career  path-academia;  ten- 
ure-33  years,  CEO  33  years.  Compensation:  1988  salary  &  bonus, 
$528,000;  ownership,"  519,000  direct,  48,000  indirect  shares. 
►  Frenetic  boss  runs  technological  variety  store:  everything 
from  plastic-explosive  detectors  to  power  plants  that  burn  al- 
mond shells.  Sales  keep  growing  despite  spinoffs.  Former  MIT 
prof,  well  connected  in  Bush  Administration.  Chairman  of  Bos- 
ton's Federal  Reserve  Bank,  outspoken  economics  commentator. 


THOMAS  &  BETTS 

T.  Kevin  Dunnigan 

Bridgewater,  N.  J.  201-685-1600 

SALES:  $515  mil.    PROFITS:  $59  mil. 

MARKET  VALUE:  $924  mil. 

►  Born  1/31/38,  Montreal,  Quebec,  Canada; 
AB  (commerce),  Loyola,  1971.  Career  path-merchandising/mar- 
keting; tenure-27  years,  CEO  5  years.  Compensation:  1988  salary 
&  bonus,  $449,000;  ownership,  24,000  shares.  ►  Computer  slump 
is  making  it  harder  to  sell  his  electrical  and  electronics  compo- 
nents. With  407f  of  sales  overseas,  weak  dollar  has  been  a  drag  on 
profits,  too.  He's  still  plunging  ahead  with  acquisitions,  though. 
Popular  with  his  workers.  Sports  a  12  handicap  in  golf;  rides  his 
mountain  bike  in  New  Jersey  hills  when  time  permits. 


3COM 


L.  WILLIAM  KRAUSE 
Santa  Clara,  Calif.  408-562-6400 
SALES:  $252  mil.    PROFITS:  $23  mil. 
MARKET  VALUE:  $381  mil. 


►  Born  5/20/42,  Philadelphia,  Pa.;  BS  (elect, 
eng.),  The  Citadel,  1963.  Career  path-merchandising/marketing; 
tenure-9  years,  CEO  7  years.  Compensation:  1988  salary  &  bonus, 
$250,000;"  ownership,  "512,000  direct,  18,000  indirect  shares. 
►  Emphasis  on  providing  standard  networking  solutions-so  com- 
puters from  different  makers  can  communicate  with  each  other- 
has  had  trouble  making  headway  against  industry  leader  Novell. 
Senses  industry  slowdown,  slim  margins  ahead.  American  Elec- 
tronics Assn.  ex-chairman  may  have  political  aspirations. 


TIIFANY 


Whjjam  R.  Chaney 

New  York,  N.  Y.  212-605-4464 

SALES:  $290  mil.    PROFITS:  $25  mil. 


MARKET  VALUE:  $844  mil. 

►  Born  7/31/32,  Satanta,  Kan.;  BS  (business), 
U.  of  Kan.,  1953.  Career  path-merchandising/marketing,  sales; 
tenure-6  years,  CEO  5  years.  Compensation:  1988  salarv  &  bonus, 
$744,000;  ownership,  226,000  direct,  96,000  indirect  shares.'  ►  Re- 
viving retailer's  prestige  image,  which  suffered  under  ex-owner 
Avon.  Moving  beyond  jewelry,  crystal  into  high-priced  leather 
goods,  fragrances.  Revived  wholesale  sales;  adding  stores  in 
U.  S.,  abroad.  Profit  surging.  Takeover  rumors  subsided  since 
Mitsukoshi  Ltd.  bought  a  10%  stake  from  investor  GE  Capital 


TIME  WARNER 


JoH.N  Richard  Munro 

New  York,  N.  Y.  212-522-1212 

SALES:  $9. 7  bil."    PROFITS:  .V^. 


MARKET  VALUE:  $8.8  bil. 

►  Born  1/26/3L  Syracuse,  N^  Y.;  BA,  Col- 
gate, 1957.  Career  path-finance/accounting;  tenure-32  years, 
CEO  9  years.  Compensation:  1988  salary  &  bonus,  $1,525,000; 
ownership,  114,000  direct,  4,000  indirect  shares.  ►  Straitlaced  ex- 
Marine  helped  engineer  mega-merger  to  form  world's  largest  en- 
tertainment combine.  Now,  with  higher-paid  co-CEO  Steve  Ross, 
he  must  prove  it  was  worth  fight.  Sees  synergy,  international  op- 
portunities. Skeptics  see  Ross  ultimately  grabbing  control.  Ei- 
ther way,  heavy  debt  load  will  likely  require  asset  sales. 
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TIMES  MIRROR 


Robert  F.  Erburu 


Los  Angeles,  Calif.  213-237-3700 
SALES:  $3.3  bil.    PROFITS:  $332  mil. 


MARKET  VALUE:  $5.4  bil. 
►  Born  9/27/30,  Ventura,  Calif.; 


BA  (journal- 
ism), use,  1952;  JD,  Harvard  Law,  1955.  Career  path-legal;  ten- 
ure-28  years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$1,200,000;  ownership,  167,000  shares.  ►  Asset  sales  seem  over 
for  now,  and  he's  looking  to  build  again.  Took  a  7%  stake  in 
McClatchy  Newspapers  and  is  trading  mature  cable-TV  systems 
in  the  East  for  some  in  fast-growing  West.  TV-station  earnings 
still  weak.  Installed  new  team  to  overhaul  lumbering  flagship 
Los  Angeles  Tiynes.  Result:  major  cost-containment  program. 


TIMKEN 


W.  R.  TIMKEN  Jr. 

Canton,  Ohio  216-438-3000 


SALES:  $1.6  bil.    PROFITS:  $66  mil. 

MARKET  VALUE:  $1.1  bil. 

►  Born  12/21/38,  Canton,  Ohio;  BA,  Stanford, 
1960;  MBA,  Harvard,  1962.  Career  path-administration;  ten- 
ure-27  years,  CEO  14  years.  Compensation:  1988  salary  &  bonus, 
$556,000;  ownership,  133,000  direct,  551,000  indirect  shares.* 
►  Avid  swimmer  once  crossed  the  English  Channel  as  part  of  a 
team.  Rotator-cuff  injury  cut  back  on  that,  but  he's  had  plenty  to 
keep  him  busy  at  family  company.  Strong  demand  and  high 
prices  have  boosted  earnings  in  bearings,  yet  steel  business  has 
been  soft.  Going  ahead  with  $1  billion  capital  spending  program. 


TJX 


BERNARD  CAMMARATA 


Framingham,  Mass.  508-390-1000 
SALES:  $1.9  bil.    PROFITS:  $55  mil. 


MARKET  VALUE:  $1.1  bil. 


►  Born  2/7/40,  Brooklyn,  N.  Y.  Career  path- 
merchandising/marketing;  tenure-12  years,  CEO  12  years.  Com- 
pensation: 1988  salary  &  bonus,  $666,000';  ownership,  75,000 
shares.  ►  TJ  Maxx  is  still  his  big  winner,  and  he  will  add  50  stores 
to  the  sprawling  324-store  chain.  Big  problem  has  been  Hit  or 
Miss  chain  with  528  stores.  His  strategy  of  selling  mostly  private- 
label  discount  women's  apparel  wasn't  working,  so  he's  moving 
to  brand  names.  Early  results  of  shift  are  encouraging.  After 
hours,  enjoys  ballroom  dancing  with  his  wife. 


TOPPS 

ARTHUR  T.  SHORIN 


Brooklyn,  N.  Y.  718-768-8900 
SALES:  $199  mil.    PROFITS:  $28  mil. 


MARKET  VALUE:  $548  ?nil. 

►  Born  6/10/35,  New  York,  N.  Y.;  BS  (mar- 


keting), NYU,  1958.  Career  path-merchandising/marketing;  ten- 
ure-31  years,  CEO  10  years.  Compensation;  1988  salary  &  bonus, 
$655,000;  ownership,  1,443,000  shares.  ►  A  music  student,  he 
composes  songs  to  amuse  himself.  Nothing  funny  about  base- 
ball-card sales,  which  have  been  hitting  grand  slams.  Pushing 
hard  for  new  growth  areas,  such  as  gross-out  "Garbage  Pail 
Kids"  line,  while  penning  licensing  deals.  Sour  note:  high  debt  to 
finance  post-LBO  cash  dividend  blasted  bottom  line. 


Birmingham,  Ala.  205-325-4200 
SALES:  $1.7  bil.     PROFITS:  $185  mil. 


MARKET  VALUE:  $2.3  bil. 

►  Born  6/16/26,  Erie,  Kan.;  BA,  Washburn, 
1949;  LLB,  Washburn  Law,  1951.  Career  path-legal;  tenure-25 
years,  CEO  5  years.  Compensation:  1988  salary  &  bonus, 
$799,000;  ownership,  238,000  direct,  46,000  indirect  shares. 
►  A  man  on  the  prowl:  Insurer's  Medigap  business,  40%  of  premi- 
um revenues,  has  flattened.  Needs  acquisition  to  pump  up  earn- 
ings. At  stake:  37  years  of  consecutive  gains.  Failed  last  fall  in 
run  at  Kansas  City  Life.  Tight-fisted  boss  joined  company  when 
it  acquired  his  Oklahoma-based  Globe  Life  &  Accident  in  1980. 


TOTAL  SYSTEM  SERVICES 


Richard  w.  Ussery 


Columbus,  Ga.  404-649-2204 
SALES:  $56  mil.    PROFITS:  $10  mil. 
MARKET  VALUE:  $393  mil. 
►  Born  5/7/47,  Columbus,  Ga.: 


BS  (business 

admin.).  Auburn,  1969.  Career  path-data  processing,  opers.;  ten- 
ure-24  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
$178,005;  ownership,  13,000  direct,  47,000  indirect  shares. 
►  Growth  at  his  credit-card  processing  spinoff  from  parent  Co- 
lumbus Bank  &  Trust  slowing  a  bit  from  40%  annually.  He's  a  lit- 
tle relieved  not  to  have  to  manage  such  wild  growth.  Adding  GE 
Capital's  bank-card  processing  business,  offering  turnkey  credit- 
card  services.  On  weekends,  he  plays  basketball. 


TOYS  'R'  US 

CHARLES  LAZARUS 

Paramus,  N.  J.  201-262-7800 

ALES:  $4  bil.    PROFITS:  $268  mil. 

MARKET  VALUE:  $6.9  bil. 

►  Born  10/4/23,  Washington,  D.  C.  Career 
path-entrepreneur;  tenure-32  years,  CEO  32  years.  Compensa- 
tion: 1988  salary  &  bonus.  $4,429,000;  ownership,  44,000  direct, 
39,000  indireri  share.s.  ►  His  torrid  U.  S.  toy  sales  and  earnings 
could  start  seeing  slov/er  growth  this  year  as  Nintendo  cools 
down.  So  look  lor  more  emphasis  on  Kids  'R'  Us  clothing  stores. 
Continuing  push  abroad,  too,  with  plans  for  toy  supermarkets  in 
Japan.  Is  he  getthig  reaay  to  pass  the  teddy  bear  to  the  next  gen- 
eration? Named  two  young  vice-chairmen  this  year. 


TRAHSAMERICA 


James  Ross  Harvey 


San  Francisco,  Calif.  415-983-4000 
SALES:  $7.9  bil.    PROFITS:  $346  mil. 


MARKET  VALUE:  $3.4  bil. 


►  Born  8/20/34.  Los  Angeles,  Calif.;  BSE, 
Princeton,  1956;  MBA,  U.  of  Calif,  at  Berkeley,  1963.  Career  path- 
executive  staff;  tenure-25  years,  CEO  9  years.  Compensation: 
1988  salary  &  bonus,  $1,300,000;  ownership,  22,000  direct,  ;5,000 
indirect  shares.  ►  With  property-casualty  side  hurting,  he's  bid- 
ding to  build  up  the  financial-services  arm,  now  about  50%  of  this 
insurer's  earnings.  Combined  consumer  and  commercial  finance, 
leasing  activities  into  group,  with  $8  billion-plus  assets.  Avid  fly- 
fisher  reeled  in  money  manager  Criterion  Group. 
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TRANSCO  ENERGY 


George  Sigman  Slocum 


Houston,  Tex.  713439-2000 
SALES:  $2.8  bil.    LOSS:  $77  mil. 


MARKET  VALUE: 
►  Born  9/9/40, 


$1.5  bil. 

East  Orange,   N.  J.; 


BA 


(econ.),  1962;  MBA,  1967,  Cornell.  Career  path-finance/account- 
ing; tenure-U  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $563,000;  ownership,  5,000  direct,  14,000  indirect  shares. 
►  He's  hearing  some  good  news.  Feds  allowing  him  to  pass 
through  70%  of  $1  billion  in  producer  claims  to  customers.  Some 
say  his  aggressive  style  angered  regulators,  who  rejected  his 
first  plan.  Busy  selling  oil  and  gas  assets,  snapping  up  pipeline  ri- 
vals. Former  Citibanker  is  also  toiling  to  cut  high  debt. 


TRAVELERS 


Edward  H.  Budd 

Hartford,  Conn.  203-277-0111 

SALES:  $19  bil.    PROFITS:  $430  mil. 

MARKET  VALUE:  $4.4  bil. 

►  Born  4/30/33,  Zanesville,  Ohio;  BS  (phys- 
ic /.  :  ills,  19-55.  Career  path-actuarial;  tenure-34  years,  CEO  8 
years.  Compensation:  1988  salary  &  bonus,  $840,000;  ownership, 
65,000  direct,  3,000  indirect  shares.  ►  Low-key  lifetimer  is  biting 
some  bullets.  He  wrote  off  $400  million  in  real  estate,  mostly  in 
Southwest.  Now  he  plans  to  dump  $400  million  more.  Margins  in 
property-casualty  are  shriveling  under  fierce  industrywide  heat. 
He's  counting  on  improved  profits  in  group  health  and  pensions, 
a  traditional  stronghold,  to  get  him  through  the  down  cycle. 


TRIBUNE 


STANTON  RUFUS  COOK 

Chicago,  III.  312-222-3232 

SALES:  $2.3  bil.    PROFITS:  $210  mil. 


MARKET  VALUE: 


.3  bil. 


►  Born  7/3/25,  Chicago,  111.;  BS  (mech.  eng.). 
Northwestern,  1949.  Career  path-production/manufacturing; 
tenure-38  years,  CEO  15  years.  Compensation:  1988  salarv  &  bo- 
nus, $1,064,000;  ownership,  324,000  direct,  12,869,000  indirect 
shares.  ►  Ex-Army  Air  Force  navigator  charts  course  for  media 
conglomerate.  Profits  at  some  newspapers  improve,  broadcast 
revenues  strong,  and  Geraldo's  macho  talk  show  is  a  hit.  Most  im- 
portant, the  usually  hapless  Chicago  Cubs,  which  company  owns, 
had  a  stellar  season.  Soft  spot:  Canadian  newsprint  unit. 


TRINITY  INDUSTRIES 

W.  Ray  Wallace 

Dallas,  Tex.  214-631-4420 

SALES:  $1  bil.    PROFITS:  $30  mil. 

MARKET  VALUE:  $785  mil. 

►  Born  3/25/23,  Shreveport,  La.;  BS  (civ. 
eng.).  La.  Tech.,  1944.  Career  path-executive;  tenure-44  years, 
CEO  34  years.  Compensation:  1988  salary  &  bonus,  $800,000;  own- 
ership, 354,000  direct,  504,000  indirect  shares.  ►  His  aggressive 
acquisition  spree  for  this  maker  of  rail  cars  is  really  paying  off  as 
orders  zoom  and  profits  skyrocket.  His  major  worry-aside  from 
an  economic  downturn-is  finding  and  training  enough  workers  to 
keep  up.  In  the  last  year,  his  work  force  has  nearly  doubled.  Off 
hours,  he  keeps  his  two  ranches  near  Dallas  going. 


TRINOVA 


Darryl  F.  Allen 


Maumec.  Ohio  419-891-2200 
SALES:  $1.8  bil.    l'R(M-ITS:  $88  mil. 


MARKET  VALUE:  $1  bil. 
►  Born  9/7/43,  Farmington, 


Mich.;  BA  (ac- 
counting), Mich.  State,  1965;  MBA,  U.  of  Mich.,  1966.  Career  path- 
finance/accounting;  tenure-17  years,  CEO  3  years.  Compensa- 
tion: 1988  salary  &  bonus,  .$793,000';  ownership,  23,000  shares.' 
►  "Happiness  is  a  positive  cash  flow,"  says  a  sign  on  his  desk.  So 
he  must  be  happy.  Earnings  at  hydraulic  parts  and  plastics  com- 
pany have  been  flat,  but  balance  sheet  is  strong  and  cash-flow 
outlook  is  good.  Cheerleading  a  move  toward  more  entrepreneur- 
ism  within  his  two  divisions,  Aeroquip  and  Vickers. 


TRUSTCORP 

GEORGE  H.  Cress 


Toledo,  Ohio  419-259-8264 
SALES:  $563  mil.    PROFITS:  $1  mil. 
MARKET  VALUE:  $428  mil. 


*■  Born  10/26/36,  Ann  Arbor,  Mich.;  BS  (busi- 
ness), U.  of  Mich.,  1958.  Career  path-finance/accounting;  ten- 
ure-31  years,  CEO  5  months.  Compensation:  1988  salary  &  bonus, 
$233,000;  ownership,  89,000  shares.'  ►  Filling  in.  Heavy  real  es- 
tate losses  on  projects  in  downtown  Toledo  forced  retirement  of 
predecessor  George  Haigh-and  the  bank-holding  company  was 
auctioned  off.  He's  interim  until  yearend  takeover  by  Cleveland's 
Society  Corp.  Took  another  loan-loss  provision  of  $97  million  in 
second  quarter,  leading  to  $81  million  loss  for  first  half. 


TRW 


JOSEPH  T.  Gorman 

Cleveland,  Ohio  216-291-7000 

SALES:  $7  bil.    PROFITS:  $261  mil. 

MARKET  VALUE:  $2.9  bil. 

►  Born  10/1/37,  Rising  Sun,  Ind.;  BA,  Kent 
State,  1959;  LLB,  Yale  Law,  1962.  Career  path-legal,  gen.  mgmt.; 
tenure-21  years,  CEO  10  months.  Compensation:  1988  salary  & 
bonus,  $818,000;  ownership,  38,000  shares.  ►  Lawyer-turned- 
exec  takes  over  from  engineer-turned-exec  Ruben  Mettler.  Con- 
summate bottom-line  man  doesn't  have  same  passion  for  new  in- 
ventions; intent  on  pushing  up  profits  at  diversified  company. 
Putting  new  managers  in  place.  In  automotive  markets,  empha- 
sizing high-margin  products  such  as  air  bags. 


TUCSON  ELECTRIC  POWER 


THOMAS  C.  Weir 


Tucson,  Ariz.  602-622-6661 

S A L H S :  $.j4 J  mil.     I ' R ( ) I- 1  'I' S :  $1 J 9  mil. 

MARKET  VALUE:  .$619  mil. 

►  Born  10/18/33,  Sandwich,  111.  Career  path- 
finance;  tenure-1  year,  CEO  3  months.  Compensation:  1988  salary 
&  bonus,  NA;  ownership,  1,000  shares.*  ►  Longtime  pillar  of  fi- 
nancial community,  with  reputation  of  sorting  out  messy  situa- 
tions, was  dropped  into  the  breach  at  troubled  utility  when  prede- 
cessor Einar  Greve  was  ousted  after  selling  all  his  company 
stock.  Bid  to  merge  with  San  Diego  utility  last  year  flopped.  Now 
fighting  regulators  over  rate  hike,  grappling  with  problems  in 
massive  real  estate  portfolio.  May  be  hit  with  25%  earnings  drop. 
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ELITE 


TURNER  BROADCAST! il^;  SYSTEMS 


R.  E.  (TED)  TUKNI 


Atlanta,  Ga.  404-827-1500 
SALES:  $S0:  mil.    LOSS:  $95  mil. 


MARKET  V'VLUE:  $2.7  bil. 

►  Born  ]  1/19/38,  Cincinnati,  Ohio;  attended 
Brown.  Career  path-sales,  management;  tenure-26  years,  CEO 
26  years.  Compensation:  1988  salary  &  bonus,  $408,000;  owner- 
ship, 17,574,000  shares.*'  ►  Call  him  "Captain  Comeback."  Nearly 
given  up  for  dead  after  MGM  purchase  put  him  deep  in  debt,  he's 
banking  on  a  profitable  year-the  first  since  1985.  Showing  big 
gains  in  Calile  News  Network  and  Superstation  TBS,  while  new 
network,  TNT,  is  off  to  roaring  start.  Speculation  continues.  Will 
he  leave,  or  buy  back  stakes  sold  to  Time,  other  cable  operators? 


20th  CENTURY  INDUSTRIES 


Louis  Willlam  Foster 

Woodland  Hills,  Calif.  818-704-3700 

SALES:  $622  mil.    PROFITS:  $55  mil. 

MARKET  VALUE:  $569  mil. 

►  Born  3/9/13,  Newberry,  Mich.;  BA  (busi- 
ness), Stanford,  1935.  Career  path-merchandising/marketing; 
tenure-31  years,  CEO  31  years.  Compensation:  1988  salary  &  bo- 
nus, $600,000;  ownership,  2,363,000  shares.^  ►  Runs  auto  insurer 
with  a  concept:  direct  sales  to  huge  Southern  California  urban 
market.  No  ads,  no  salesmen,  just  good  word-of-mouth,  rock-bot- 
tom prices.  Insures  only  the  best  risks.  Launched  a  subsidiary  to 
broaden  the  line,  and  now  he's  keeping  a  wary  eye  on  state's 
Proposition  103,  which  threatens  to  clamp  a  lid  on  auto  premiums. 


TYCO  LABORATORIES 

John  Franklin  Fort 


E.reter,  N.  H.  603-778-9700 


SALES:  $1.6  bil.    PROFITS;  $66  mil. 

MARKET  VALUE:  $2  bil. 

►  Born  10/12/41,  New  York,  N.  Y.;  BS  (aero, 
eng.),  Princeton,  1963;  MS  (indust.  mgmt.),  MIT,  1966.  Career 
path-engineering/technical,  production/ manufacturing,  opera- 
tions; tenure-25  years,  CEO  7  years.  Compensation:  1988  salary  & 
bonus,  $901,000;  ownership,  1,001,000  shares.  ►  Mountaineering 
CEO  trimmed  messy  conglomerate  to  three  divisions:  pipes/fire 
sprinklers,  cable  laying,  circuit  boards.  Likes  lean  staff,  tight 
controls.  Pegs  managers'  pay  to  performance-and  it  works.  Al- 
ways on  the  prowl  for  acquisitions,  looks  at  100  companies  a  year. 


TYSON  FOODS 

DONALD  John  Tyson 
Springdale,  Ark.  501-756-4000 
SALES:  $1.9  bil.     PROFITS:  $81  mil. 


MARKET  VALUE:  $1.5  bil. 

►  Born  4/21/30,  Olathe,  Kan.;  attended  tj.  of 
Ark.  Career  path-merchandising/marketing;  tenure-36  years, 
CEO  22  years.  Compensation:  1988  salary  &  bonus,  $2,568,000; 
ownership,  154,000  direct,  493,000  indirect  shares.  ►  King  a  la 
chicken.  Won  yearlong  cockfight  with  ConAgra  for  control  of 
Holly  Farms.  After  $1.3  billion  deal,  rules  roost  at  nation's  larg- 
est poultry  producer.  Fast  growth  meant  he  needed  the  birds,  but 
not  the  debt,  which  he'll  pay  down  by  selling  some  Holly  assets. 
Passionate  deep-sea  fisherman  chases  record  marlin. 


UAL 

STEPHEN  M.  Wolf 


Elk  Grove  Township,  III.  312-952-4000 
SALES:  $9  bil.     PROFITS:  $600  mil. 


MARKF;T  VALUE:  $6.2  bil. 

►  Born  8/7/41,  Oakland,  Calif.;  BA,  San  Fran- 
cisco State,  1965.  Career  path-merchandising/ marketing;  ten- 
ure-2  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$575,000;  ownership,  NA."  ►  Airline  doctor  does  his  job  so  well  he 
keeps  losing  it.  Fixed  Republic;  NWA  bought  it.  Cured  Tiger  In- 
ternational; FedEx  swallowed  it.  After  revitalizing  United  with 
cost-cutting,  schedule-tinkering,  he's  joining  his  pilots  in  a  $6.8 
billion  ESOP-led  LBO.  Gets  the  best  of  both  worlds:  cashes  in  $76 
million  worth  of  stock,  options,  and  remains  the  boss. 


UGI 


James  A.  Sutton 


Valley  Forge,  Pa.  215-337-1000 
SALES:  $433  mil.    PROFITS:  $33  mil. 
MARKET  VALUE:  $375  mil. 


►  Born  6/29/34,  Gary,  Ind.;  BS  (chem.  eng.), 
Purdue,  1957.  Career  path-engineering/technical,  executive;  ten- 
ure-7  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$578,000;  ownership,  13,000  shares.  ►  Propane  seems  to  be  this 
year's  designer  fuel,  and  he's  been  adding  capacity  in  this  high- 
margin  business,  which  is  attracting  Wall  Street's  attention. 
Boss  of  diversified  gas  and  electric  utility  also  slimming  lacklus- 
ter divisions.  Utilities  throw  off  nice  cash  flow.  Off  hours,  he  fish- 
es, golfs,  reads,  dabbles  in  basement  woodworking  shop. 


UJB  FINANCIAL 

T.  Jo.^Kl'Il  Si' MROD 
Princeton,  N.  J.  609-987-3200 


SALES:  $1  bil.     PROFITS:  $116  mil. 

MARKET  VALUE:  $1.2  bil. 

Born  12/13/36,  Oklahoma  City,  Okla.;  BS, 
U.  of  Okia  ]9r)S:  iJlJ,  U.  of  Okla.  Law,  1963.  Career  path-bank- 
ing; tenure -8  yea;;,.,  CEO  8  years.  Compensation:  1988  salary  & 
bonus,  $802,000;  ownership.' 7'.).000  direct,  3,000  indirect  shares. 
►  Mountain-climbing  boss  has  taken  former  United  Jersey 
Banks  to  new  heights  with  .string  of  h  iquisitions,  but  now  hitting 
slow  growth.  To  blame:  a  shift  to  higher-cost  retail  deposits  and 
sluggishness  in  interest-free  demand  deposits.  He's  reorganiz- 
ing, consolidating  some  operations.  A  nalysts  are  a  bit  wary. 


UNION  BANK 

Seishichi  Itoh 

San  Francisco,  Calif.  415-445-0200 
SALES:  $787  mil.    PK(  )1'TTS:  $60  mil. 


MARKET  VALUE:  $945  Dill. 

►  Born  2/16/35,  Amagasaki  City,  Japan; 
graduate,  Osaka  U.,  1957.  Career  path-finance/accounting;  ten- 
ure-17  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$342,000;  ownership,  5,000  shares."  ►  His  California  First  bought 
controlling  interest  in  Union  last  fall,  kept  the  name.  New  organi- 
zation, 777'  owned  by  Bank  of  Tokyo,  is  well-balanced  between 
Cal  First's  consumer  strengths  and  Union's  base  in  commercial, 
construction  loans.  Closing  some  branches,  reducing  back-office, 
cutting  staff  by  8%  over  three  years.  He  likes  spy  novels. 
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UNION  CAMP 

RAYMOND  E.  CARTLEDGE 


Waijne,  N.  J.  201-628-2000 
SALES:  $2. 7  bil.    PROFITS:  $2.95  mil. 


MARKET  VALUE:  $2.8  bil. 

►  Born  6/12/29,  Pensacola,  Fla.;  BS,  U.  of 
Ala.,  1952.  Career  path-merchandising/marketing;  tenure-33 
years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$792,000;  ownership,  15,000  shares.  ►  Affable,  walk-around  man- 
ager doesn't  go  in  for  major  strategic  revisions.  Why  should  he? 
Sales  are  strong  in  chief  businesses-paper  and  packaging  materi- 
als. Some  price  erosion,  but  going  ahead  with  $1.3  billion  liner- 
board,  printing-  and  writing-paper  expansion.  No  acquisitions 
planned.  With  low  long-term  debt,  though,  make  him  an  offer. 


UNION  CARBIDE 


Robert  Uelmont  Kennedy 

Danbury,  Comi.  203-794-2000 

SALES:  ,$8.3  bil.    PROFITS:  .$66'J  mil. 

MARKET  VALUE:  $4.3  bil. 

►  Born  11/8/32,  Pittsburgh,  Pa.;  BS  (mech. 
eng.),  Cornell,  1955.  Career  path-merchandising/ marketing;  ten- 
ure-34  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$1,396,000';  ownership,  68,000  direct,  5,000  indirect  shares.  ►  Fin- 
ally broke  out  of  dismal  pattern  of  last  few  years,  tripling  income 
to  a  record.  Helped  by  sky-high  prices  in  some  of  his  chemical 
products.  But  what  goes  up  comes  down,  and  the  petrochemical 
cycle  could  turn  against  him.  So  he's  pushing  product  innovation, 
flexible  management.  Off  hours,  it's  tennis. 


UNION  ELECTRIC 

William  E.  Cornelius 

5^.  Louis,  Mo.  3U-621-3222 

SALES:  $2  bil.    PROFITS:  $292  mil. 

MARKET  VALUE:  .$2.8  bil. 

►  Born  9/6/31,  Salt  Lake  City,  Utah;  BS  (busi- 
ness, pub.  admin.),  U.  of  Mo.,  1953;  MA,  Wash.  U.  (Mo.),  1983.  Ca- 
reer path-finance/accounting;  tenure-27  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $465,000;  ownership,  7,000 
direct,  9,000  indirect  shares.  ►  Proud  owner  of  one  of  the  better 
nuclear  plants.  Nuclear  Regulatory  Commission  rated  it  aggres- 
sive in  responding  to  safety  concerns.  Accounts  for  a  quarter  of 
output.  Cautious  about  diversification;  pushing  electric  heat  in 
his  market.  Thesis  subject:  nuclear  weapons  and  foreign  policy. 


UNION  PACIFIC 

ANDREW  (DREW)  L.  LEWIS 

Bethlehem,  Pa.  215-861-3200 

.SALES:  $6.1  bil.    PROFITS:  $559  mil. 

MARKET  VALUE:  $9  bil. 

►  Born  11/3/31,  Philadelphia,  Pa.;  BS  (econ.), 
Haverford,  1953;  MBA  (finance,  marketing).  Harvard,  1955.  Ca- 
reer path-merchandising/marketing,  finance/accounting;  ten- 
ure-3  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$1,350,000;  ownership,  26,000  shares.  ►  Gentleman  farmer,  for- 
mer Transportation  Secretary  has  this  railroad  highballing 
along.  Spent  $73  million  to  buy  back  stock,  hopes  to  fetch  $400 
million  by  selling  real  estate  unit.  Contributed  $100  million  to  $1.6 
billion  group  purchase  of  Chicago  &  North  Western  lines. 


UNION  TEXAS  PETROLEUM 

A.  Cl.AI'K  Jn|l\s(i\ 
Houston,  Tex.  713-623-6544 
-SALES:  $1.1  bil.    PROFITS:  $109  mil. 


MARKET  VALUE:  $1.4  bil. 
►  Born  12/7/30.  Philadelphia,  Pa: 


BA  (polit. 

sci.),  Haverford,  1952;  MBA  (marketing),  Wharton,  1954.  Career 
path-production/ manufacturing;  tenure-21  years,  CEO  4  years. 
Compensation:  1988  salary  &  bonus,  .$734,000;  ownership,  33,000 
shares.  ►  Keeps  his  independent  oil  company-one  of  the  largest- 
lean  and  hungry.  Has  steadily  built  the  company's  oil  and  gas  re- 
serves with  exploration  efforts  from  the  North  Sea  to  the  Gulf. 
North  Sea  platform  that  had  been  shut  down  after  recent  disas- 
ter is  working  again.  Sails  far  from  the  oilpatch,  in  Vermont. 


UNISYS 


W.  MICHAEL  BLUMENTHAL 


Blue  Bell,  Pa.  215-542-4011 
SALES:  $9.9  bil.    PROFITS:  .$681  mil. 


MARKET  VALUE:  $3.5  bil. 


►  Born  1/3/26,  Oranienburg,  Germany;  BS, 
U.  of  Calif,  at  Berkeley,  1951;  MA  (1953),  MA  (19.56),  PhD  (1956), 
Princeton.  Career  path-mgmt.,  government;  tenure-10  years, 
CEO  9  years.  Compensation:  1988  salary  &  bonus,  $1,275,000; 
ownership,  67,000  shares.  ►  Former  Treasury  Secretary  faces 
sliding  results,  skepticism  that  he  can  fully  benefit  from  main- 
frame resurgence.  Lost  government  sales  after  suspension  for 
contract  hanky-panky.  Blames  some  problems  on  controllable 
manufacturing  costs.  Counting  on  next-generation  mainframe. 


UNITED  ARTISTS  ENTERTAINMENT 

Stewart  D.  Blair 
i  Denver,  Colo.  303-321-4242 
SALES:  $1. 2  bil. ' '    LOSS:  .$84  m il." 


MARKET  VALUE:  $1.9  bil. 

►  Born  5/10/49,  Glasgow,  Scotland;  MA 
(econ.,  political  sci.),  U.  of  Glasgow,  1971.  Career  path-finance/ 
accounting;  tenure-3  years,  CEO  3  years.  Compensation:  1988  sal- 
ary &  bonus,  $300,000;  ownership,  159,000  shares."  ►  Quiet,  pri- 
vate manager  trained  under  cable  titan  John  Malone,  whose  com- 
pany owns  547-^.  Enjoying  a  meteoric  rise.  Recent  merger  with 
United  Cable  Television  makes  company  the  No.  1  operator  of 
movie  theaters.  No.  3  operator  of  cable-TV  systems.  Now  wants 
to  weed  out  poor  theaters,  dispose  of  some  holdings  to  pare  debt. 


UNITED  BRANDS 

Carl  Henry  Lindner 

Cinci  n  iKiti.  OliKi       I  :  'i ,'!)-.' 1 1 


-  \  l  l-.s:  -V.;..;  hi  I.     PK(JFITS:  .$60  mil. 

MARKET  VALUE:  $614  mil. 

►  Born  4/22/19,  Dayton,  Ohio.  Career  path- 
finance/accounting,  entrepreneur;  tenure-5  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $400,000;  ownership, 
32,011,000  indirect  shares.'"  ►  Miss  Chiquita  was  back  peddhng 
famous  banana  brand,  but  earnings  have  been  flat.  Decline  in 
fresh  fruit  gave  this  secretive  investor  a  slow  start  in  1989.  He's 
bought  fruit  and  vegetable  company  in  Spain,  sold  similar  inter- 
est in  Britain.  Still  wrestling  with  labor  at  John  Morrell  meat 
packer.  Named  son,  Keith,  president  and  COO  of  parent  company. 


The  ceo  1000 


FOOTNOTES  APPEAR  ON  PAGE  434 


Business  Week.  October  20.  msq  •  383 


^  ^ 


THE    C  0  R  P  ORATE  ELITE 


UNITED  ILLUMINATING 


George  W.  EdwakdsJr. 

New  Haven,  Conn.  203-787-7200 


SALES:  $519  m  il.    PROFITS:  $79  mil. 


MARKET  VALUE:  $Jfl5  mil. 
►  Bom  4/80/39,  Memphis,  Tenn.;  BS  (busi- 


ness admin.),  U.  of  Ark.,  1961.  Career  path-admin.,  public  affairs; 
tenure-4  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$308,000;  "ownership,  "lO,000  shares.  ►A  golfer,  he's  chipped 
away  at  utility's  dependence  on  imported  oil  with  more  use  of 
coal,  natural  gas,  hydropower.  Oil  now  accounts  for  37%  of 
power-vs.  94%  in  1984.  Best  news:  headache-inducing  $1.2  billion 
investment  in  stalled  Seabrook  I  nuke  could  be  rescued  by  one  of 
several  utilities,  including  UI,  now  bidding  to  buy  PSNH. 


UNITED  INVESTORS  MANAGEMENT 


Jon  W.  Rotenstreich 


Birmingham,  Ala.  205-325-4200 
SALES:  $282  mil.    PROFITS:  $42  mil. 


MARKET  VALUE:  $708  mil. 
►  Born  6/7/43,  Birmingham,  Ala.;  BS  (busi- 


ness), U.  of  Ala.,  1964.  Career  path-finance /accounting;  tenure- 
3  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$407,000^;  ownership,  1,000  shares.**  ►  Remembered  for  breaking 
Wall  Street  custom  in  the  1970s  by  luring  away  a  big  client  (IBM) 
from  rival  investment-banking  firm.  Proving  he's  just  as  aggres- 
sive today,  having  made  it  through  the  Crash  aftermath.  Cutting 
costs,  pushing^nnuities.  Sales  and  income  are  up  smartly  and 
he's  looking  for  acquisitions.  Serves  on  board  of  Outward  Bound. 


UNITED  MISSOURI  BANCSHARES 

RUFUS  CROSBY  KEMPER 

Kansas  City,  Mo.  816-556-7000 

SALES:  $334  mil.    PROFITS:  $34  mil. 

MARKET  VALUE:  $418  mil. 

►  Born  2/22/27,  Kansas  City,  Mo.;  attended 
U.  of  Mo.  Career  path-finance/accounting;  tenure-39  years,  CEO 
31  years.  Compensation:  1988  salary  &  bonus,  $451,000;  owner- 
ship, 1,003,000  direct,  183,000  indirect  shares.  ►  Tall  (6  feet,  7 
inches),  gruff,  outspoken,  he  brooks  few  disagreements  with 
peers,  employees,  or  family.  Avoiding  risks,  he  brings  home 
steady  growth-few  nonperforming  loans.  Fee  business  now  gen- 
erates 60%  of  income.  Second-generation  CEO,  his  cousins  run 
cross-town  Commerce  Bankshares.  Collects  American  art. 


UNITED  TECHNOLOGIES 

Robert  F.  Daniell 


Hartford,  Conn.  203-728-7000 

SALES:  $18.3  bil.    PROFITS:  $659  mil. 

market  VALUE:  $7.4  bil. 

►  Born  10/31/33,  Milton,  Mass.;  attended 
Boston  U.  Coll.  of  Ind.  Tech.  Career  path-engineering/technical, 
marketing;  tenure-33  years,  CEO  4  years.  Compensation:  1988 
salary  &  bonus,  $1,148,000;  ownership,  33,000  shares.  ►  Still  im- 
mersed in  his  campaign  to  revamp  the  arrogant,  no-holds-barred 
image  of  Harry  Gray's  defense  contractor,  he  has  replaced  75% 
of  the  top  managers  and  spent  millions  retraining  his  work  force. 
Big  success:  turning  around  faltering  Pratt  &  Whitney  jet-engine 
division,  which  is  doing  well  in  a  viciously  competitive  industry. 


SIR 


UNITED  TELECOMMUNICATIONS 

William  T.  Esrey 

Westwood,  Kan.  913-676-3000 


SALES:  $6.5  bil.    PROFITS:  $142  mil. 

MARKET  VALUE:  $8.3  bil. 

►  Born  1/17/40,  Philadelphia,  Pa.;  BA  (econ.), 
Denison,  1961;  MBA,  Harvard,  1964.  Career  path-finance/ac- 
counting; tenure-10  years,  CEO  4  years.  Compensation:  1988  sala- 
ry &  bonus,  $931,000';  ownership,  13,000  direct,  8,000  indirect 
shares.  ►  Wears  two  hats.  In  July,  1988,  took  on  a  second  top  job 
at  80%-owned  carrier  U.  S.  Sprint.  After  $1.8  billion  in  losses, 
Sprint  is  now  making  money,  its  stock  is  big  gainer.  Still  faces 
fight  with  AT&T  and  MCI.  Industry  price  cutting  could  rock  him. 
Recently  took  up  helicopter  skiing  in  the  Canadian  Rockies. 


UNITED  TELEVISION 


HERBERT  J.  SlEGEL 


Beverly  Hills,  Calif.  213-854-0426 
SALES:  $101  mil.    PROFITS:  $8  mil. 


MARKET  VALUE:  $400  mil. 

►  Born  5/7/28,  Philadelphia,  Pa.;  BA  (journal- 
ism), Lehigh,  1950.  Career  path-entrepreneur;  tenure-8  years, 
CEO  8  years.  Compensation:  1988  salary  &  bonus,  NA^;  owner- 
ship, NA.*  ►  Will  get  over  $240  million  in  cash  and  paper  as  a  re- 
sult of  Time  Warner  deal.  Plans  to  use  a  chunk  of  it  to  reduce 
junk-bond  debt  which  is  not  a  bad  idea  with  TV-station  earnings 
on  a  slide.  He  also  chairs  Chris-Craft  and  is  famous  for  his  feuds 
with  Warner  boss  Steve  Ross.  Entertainment  mogul  is  cutting 
back  on  power  lunches  and  following  Oprah  Winfrey  diet. 


UNIVERSAL 

Henry  Howze  Harrell 


Richmond,  Va.  804-359-9311 


ness),  Wai, 
marketing: 
ary  &  bonu: 
shares.  ►  An^ 
sor  Gordon  Cr«. 
much  growth  is 
can  he  minimize 
is  suffering  from  h 


SALES:  $2.4  bil.    PROFITS:  $61  mil. 

market  VALUE:  $650  mil. 

►  Born  9/18/49,  Richmond,  Va.;  AB  (busi- 
on  &  Lee,  1961.  Career  path-merchandising/ 
-23  years,  CEO  1  year.  Compensation:  1988  sal- 
':,:jOO;  ownership,  2,000  direct,  15,000  indirect 
4  ':i  t  a  chip  off  the  old  block.  Unlike  predeces- 
;,v,',  he  works  mainly  on  strategy.  Issues:  How 
■.")  core  tobacco-middleman  business?  How 
!  lowns  of  title  insurance  unit?  The  latter 
i  i'ying  slowdown.  May  seek  acquisitions. 


UNIVERSAL  rOODS 

Guy  A.  OSBORN 


Milwaukee,  Wis.  414-271-6755 
SALES:  $721  mil.    PROFITS:  $28  mil. 
MARKET  VALUE:  $581  mil. 


►  Born  2/18/36,  Evanston,  111.;  BS  (business 
admin.).  Northwestern,  1958.  Career  path-merchandising/mar- 
keting; tenure-18  years,  CEO  1  year.  (Compensation:  1988  salary 
&  bonus,  $423,000;  ownership,  56,000  direct,  11,000  indirect 
shares.  ►  Barely  settled  into  his  job  when  High  Voltage  Engi- 
neering jolted  him  with  a  raid.  Refused  to  give  in,  and  raider  went 
away.  Strong  growth  in  core  yeast  products,  food  colors  and  fla- 
vors, imported  Italian  cheese.  Recently  won  key  patent  for 
cheese  process,  used  by  most  imitation-cheese  makers. 
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UNOCAL 

Richard  Joseph  Stegemeier 

Los  Angeles,  Calif.  213-977-7600 

SALES:  $8.9  bil.    PROFITS:  $24  mil. 

MARKET  VALUE:  $6.2  bil. 

►  Born  4/1/28,  Alton,  111.;  BS  (petro.  eng.),  U. 
of  Mo.,  Rolla,  1950;  MS  (petro.  eng.),  Tex.  A&M,  1951.  Career 
path-engineering/ technical;  tenure-38  years,  CEO  1  year.  Com- 
pensation: 1988  salary  &  bonus,  $878,000;  ownership,  16,000  di- 
rect, 22,000  indirect  shares.  ►  Oilman  or  renaissance  man?  Loves 
classical  music  and  is  a  painter  to  boot.  Back  at  the  office,  he's 
still  selling  assets  after  1986  raid  by  Boone  Pickens.  Debt  is  way 
down,  revenues,  operating  earnings  are  up.  Started  out  in  the  oil 
business  roaming  for  reserves  on  tropical  islands. 


UNUM 

iAMl'S  FINLEY  ORR  III 


Portland,  Me.  207-770-2211 

SALES:  $2.2  bil.    PROFITS:  $129  mil. 

MARKET  VALUE:  $1.5  bil. 

►  Born  3/5/43,  Minneapolis,  Minn.;  BS  (natu- 
ral sci.),  Villanova,  1962;  MBA  (finance),  Boston  U.,  1969.  Career 
path-finance/accounting;  tenure-3  years,  CEO  2  years.  Compen- 
sation: 1988  salary  &  bonus,  $780,000;  ownership,  15,000  direct, 
5,000  indirect  shares.  ►  Athletic  boss  has  guided  insurer  from 
mutual  status  to  public  ownership.  Added  a  couple  of  small  group 
health  businesses,  discontinued  a  group  medical  unit.  Buying 
back  stock  to  boost  ROE.  Now  offering  long-term  products-pat- 
terned on  disability  rather  than  health  insurance-for  seniors. 


UPJOHN 

THEODORE  COOPER 


Kalamazoo,  Mich.  616-323-4000 
SALES:  $2.8  bil.    PROFITS:  $353  mil. 


MARKET  VALUE:  $7.4  bil. 

►  Born  12/28/28,  Trenton,  N.  J.;  BS,  George- 


U.  S.  BANCORP 


ROGER  L.  BREEZLEY 


Portland,  Ore.  503-275-6111 
SALES:  $1.4  bil.     PROFITS:  $124  mil. 
MARKET  VALUE:  $1.5  bil. 


town,  1949;  MD  (1954),  PhD  (1956),  St.  Louis.  Career  path-medi- 
cine; administration;  tenure-9  years,  CEO  2  years.  Compensation: 
1988  salary  &  bonus,  $1,006,000;  ownership,  126,000  direct,  4,000 
indirect  shares.  ►  Rogaine  didn't  sprout  expected  sales,  halcyon 
days  are  over  for  Halcion  and  other  top  drugs.  So  he's  beefing  up 
R&D  for  ethical  drugs,  expanding  in  OTC.  That  means  big  costs 
for  R&D  and  ads.  Industry  mergers  pit  him  against  ever-larger  ri- 
vals. Health-conscious  former  surgeon  is  a  Washington  insider. 


►  Born  4/1/38,  Williston,  N.  D.;  BS  (business 
admin.),  U.  of  N.  D.,  1960.  Career  path-finance/accounting;  ten- 
ure-12  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$449,000;  ownership,  10,000  direct,  14,000  indirect  shares.  ►  Race- 
car  fan  may  need  to  step  on  the  gas  in  Northwest  banking.  Hold- 
ing market  share  in  home  state,  but  California  giants  are  starting 
to  press.  He's  branching  out  with  acquisitions  in  Idaho.  Also  cut- 
ting costs,  biting  the  bullet  on  nonperforming  loans.  Drives  a 
Porsche;  sponsors  veteran  circuit  driver  Hershell  McGriff. 


U.  S.  CELLULAR 


H.  Donald  Nelson 
Chicago,  III.  312-399-8900 
SALES:  $18  mil.    LOSS:  $7  mil. 
MARKET  VALUE:  $984  mil. 


►  Born  11/23/33,  Chicago,  111.;  BS,  1955;  MBA 
(finance,  marketing),  1959,  Northwestern.  Career  path-merchan- 
dising/ marketing;  tenure-6  years,  CEO  3  years.  Compensation: 
1988  salary  &  bonus,  $130,000;  ownership.  13,000  shares.'"  ►  Bus- 
ily picking  up  cellular  licenses  in  rural  markets.  Helped  by  status 
as  827c-owned  spinoff  of  Telephone  &  Data  Systems,  since  half  of 
licenses  go  to  established  phone  firms.  Veteran  marketer,  ex- 
P&G  and  GE,  he's  sharpening  service  with  fax  and  voice  mail.  Tri- 
pled subscribers  last  year  and  aiming  to  double  base  this  year. 


U.  S.  HEALTHCARE 


Leonard  Abkam.son 


Blue  Bell,  Pa.  215-628-4800 
SALES:  $725  mil.    PROFITS:  $4  mil. 


MARKET  VALUE:  $601  mil. 

►  Born  11/12/32,  Philadelphia,  Pa.;  BA  (sci.), 
Penn.  State,  1954;  BSc  (pharmacy),  Phil.  Coll.  of  Pharmacy  &  Sci., 
1960.  Career  path-admin.,  corp.  dev.;  tenure-13  years,  CEO  13 
years.  Compensation:  1988  salary  &  bonus,  $843,000;  ownership, 
642,000  direct,  1,232,000  indirect  shares.  ►  Bouncing  back  from  a 
couple  of  tough  years,  his  HMO  is  boosting  membership  by  15%  a 
year.  Also  pushing  down  medical  costs  as  a  percent  of  revenue, 
even  as  average  hospital  use  inches  up.  Claims  up  to  40%  of  all 
care  is  motivated  by  doctors'  lawsuit  phobia.  Plays  tennis,  walks. 


U.  S.  SHOE 


Philip  G.  Barach 


Cincinnati,  Ohio  513-527-7000 

SALES:  $2.3  bil.    PROFITS:  $13  mil. 

MARKET  VALUE:  $927  mil. 

►  Born  4/29/30,  Boston,  Mass.;  BA,  Boston 
U.,  1951;  MBA,  Harvard,  1955.  Career  path-administration;  ten- 
ure-28  years,  CEO  21  years.  Compensation:  1988  salary  &  bonus, 
$638,000;  ownership,  165,000  direct,  38,000  indirect  shares. 
►  After  management  defections,  marketing  gaffes,  stock  plum- 
met, he  put  company  on  block.  Took  it  off  again  when  none  of  40 
suitors  ponied  up  enough.  Agreed  to  sell  footwear  division;  deal 
fell  through.  Women's  apparel,  most  troubled  business,  showing 
signs  of  improvement.  Booming  eyeglasses  business  should  help. 


U.  S.  SURGICAL 

Leon  C.  Hirsch 


Norwalk,  Conn.  203-866-5050 
SALES:  $291  mil.    PROFITS:  $23  mil. 


MARKET  VALUE:  $510  mil. 

►  Born  7/20/27,  Bronx,  N.  Y.;  attended  City 
Coll.  of  N.  Y.  Career  path-merchandising/marketing;  tenure-25 
years,  CEO  25  years.  Compensation:  1988  salary  &  bonus, 
$1,226,000;  ownership,  1,087,000  direct,  3,000  indirect  shares. 
►  His  research  angers  animal  rights  activists;  one  accused  of  try- 
ing to  bomb  his  car.  With  707o  of  surgical  staple  market,  he's  mov- 
ing into  sutures,  may  add  other  surgical  gear.  Wall  Street  is  bull- 
ish, but  critics  charge  he's  spending  too  much  time  battling 
animal  advocates.  He  admits  to  having  infiltrated  the  movement. 
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U.  S.  TRUST 


Daniel  pomeroy  Davison 

New  York,  N.  Y.  212-8064500 
SALES:  $362  m  il.    PROFITS:  $31  mil. 


MARKET  VALUE:  $390  mil. 

►  Born  1/30/25,  New  York,  N.  Y.;  BA,  Yale, 
1949;  JD,  Harvard  Law,  1952.  Career  path-finance/accounting; 
tenure-10  years.  CEO  7  years.  Compensation:  1988  salary  &  bo- 
nus, S572.000:  ownership,  51.000  direct.  8,000  indirect  shares. 
►  Eminent  private  banker  and  New  York  City  establishment  pil- 
lar-his  orbit  includes  Metropolitan  Museum.  Cooper  Union,  Cor- 
nell Medical  College-raising  anxiety  level  as  he  prepares  to  retire 
in  January.  Succession  jitters,  since  his  forceful  style  credited  for 
bank's  profitable  rise.  And  there's  always  fear  of  a  takeover. 


US  WEST 


J.ACK  A.  MACALLISTER 


Engleu-ood.  Colo.  303-79.3-6500 
!  SALES:  $9.2  bil.    PROFITS:  $1.1  bil. 


MARKET  VALUE:  $13.2  bil. 

►  Born  7/12/27,  Humeston.  Iowa:  BS  (com- 


merce), Iowa  State,  1950.  Career  path-telephone  mgmt.;  ten- 
ure-39  years,  CEO  6  years.  Compensation:  1988  salary  &  bonus, 
Sl,399,000;  ownership,  43,000  shares.  ►  He  pushes  one  of  most 
aggressive  diversification  strategies  among  Baby  Bells-in  part 
to  make  up  for  slow  growth  in  14-state  service  areas.  Besides  cel- 
lular, yellow-page  publishing,  he's  into  financial  sei-vices.  real  es- 
tate, software.  Now  leading  charge  into  overseas  cable  TV;  re- 
cently w^on  Hong  Kong  franchise,  world's  largest. 


US  WEST  NEWVECTOR  GROUP 


JOHN  E.  DeFEO 


Bellevue,  Wash.  206-7^7-4900 
SALES:  $133  7tiil.    LOSS:  $25  mil. 


MARKET  VALUE:  $2.2  bil. 


►  Born  9/26/46,  Philadelphia,  Pa.;  BBA  (mar- 
keting), Temple,  1970.  Career  path-engineering/technical;  ten- 
ure-6  years,  CEO  3  years.  Compensation:  1988  salary  &  bonus, 
$301,000;  ownership^  2,000  direct,  17.000  indirect  shares."  ►  Al- 
though 8Ff  owned  by  a  Baby  Bell,  he  prides  himself  on  maintain- 
ing a  corporate  culture  willing  to  take  risks.  It  shows.  Cellular 
and  paging  customers  were  up  50%  last  year.  Wall  Street  is  im- 
pressed: Share  price  nearly  doubled  since  US  West  spun  off  a  19% 
stake  last  year.  Skier,  sailor.  Aiming  for  a  rating  to  fly  jets. 


USAIR  GROUP 

Edwin  I.  Colodny 
Arlington,  Va.    703-1,1  S-5.]06 
SALES:  $5. 7  bil.    PROFITS:  $165  mil. 
NLARKET  VALUE:  $2.2  bil. 


►  Born  6/7/26,  Burlington,  Vt.;  .AB  (govern- 
ment), U.  of  Rochester,  1948;  LLB.  Harvard  Law,  1951.  Career 
path-merchandising/ marketing,  legal;  tenure-32  years,  CEO  14 
years.  Compensation:  1988  salary  &  bonus,  Sl.104,000'';  owner- 
ship, 123.000  shares.  ►  His  consolidation  of  PSA  and  Piedmont 
should  start  paying  off  in  market  share,  efficiencies.  He's  whit- 
tled down  debt  from  75%  of  capital  to  41'  ^.  And  Warren  Buffett's 
friendly  stake  should  insulate  him  from  raiders.  Maybe  now  he'll 
have  some  time  for  his  38-ft.  powerboat.  "Ticonderoga." 


USF&G 


Jack  Moseley 


Baltimore,  Md.  301-5^7-3000 
SALES:  $5.6  bil.    PROFITS:  $306  mil. 
.MARKET  VALUE:  $2.6  bil. 


►  Born  6/21/31,  Birmingham,  Ala.;  BS  (math- 
ematics, physics).  Auburn,  1953.  Career  path-insurance;  ten- 
ure-36  years,  CEO  9  years.  Compensation:  1988  salary  &  bonus, 
$910,000;  ownership,  21,000  shares.  ►  Bird  hunter,  passionate 
Auburn  football  fan.  Industrwide  slowdown  in  property-casual- 
ty insurance  has  hurt  profits;  venture  into  asset  management 
seems  years  from  profitability.  So  he's  moving  into  assorted  life- 
in.-^urance  products.  Trj  ing  to  smooth  relations  with  Wall  Street 
and  aggressively  wooing  "more  patient"  European  investors. 


USLIFE 


i  Gordon  Eugene  Crosby  Jr. 


New  York,  N.  Y.  212-709-6000 

SALES:  $1.3  bil.    PROFITS:  $68  mil. 

MARKET  VALUE:  $796  mil. 

►  Born  11/14/20,  Remsen,  Iowa;  attended  U. 
of  Mo.  Career  path-merchandising/ marketing;  tenure-30  years, 
CEO  23  years.  Compensation:  1988  salary  &  bonus,  $866,000;  own- 
ership, 73,000  direct,  8,000  indirect  shares.  ►  Conservative,  no- 
nonsense  style  is  evident  in  everj'thing.  He  tends  not  to  take 
plunge  on  a  new  product  unless  a  rival  has  tried  the  waters;  re- 
fuses to  invest  in  junk  bonds.  As  a  result,  earnings  growth  is  a  bit 
slow.  To  cut  costs,  he's  consolidating  operations  and  has  moved 
back-office  from  Manhattan  to  New  Jersey. 


UST 

LOUIS  F.  BANTLE 


Greenwich,  Conn.  203-661-1100 
-ALES:  $607  mil.    PROFITS:  $162  mil. 


IARKET  VALUE:  $3.1  bit. 


►  Born  11/22/28,  Bridgeport,  Conn.;  BS  (mar- 
)951.  Career  path-merchandising/marketing, 


USX 

Charles  A.  Corry 


Pittsburgh,  Pa.  ^12-^33-1121 
SALES:  $15.8  bil.    PROFITS:  $756  mil. 


MARKET  VALUE:  $9  bil. 


keting),  Syrac; 

advertising;  tenurt -27  years,  CEO  17  years.  Compensation:  1988 
salary  &  bonus,  .SI, 725,600;  ownership,  1,176,000  direct,  42,000  in- 
direct shares.  ►  Couid  fall  v  ctim  to  own  success.  Phenomenal 
38%  ROE  and  little  debt  could  make  company  a  takeover  candi- 
date. Needs  to  find  outlet  for  ca:^h  stream  from  smokeless  tobac- 
co business  ((Copenhagen  &  Skoa').  His  No.  2  is  ex-Miami  Dolphin 
Nick  Buoniconti  should  a  raider  trv  to  cross  the  line. 


►  Born  2/14/32,  Cincinnati,  Ohio;  BA  (pre- 
law), U.  of  Cincinnati,  1955;  JD,  U.  of  Cincinnati  Law,  1959.  Ca- 
reer path-finance/accounting;  tenure-30  years,  CEO  4  months. 
Compensation:  1988  salarj-  &  bonus,  $987^000;  ownership,  8,000 
shares.  ►  With  predecessor  David  Roderick,  transformed  U.  S. 
Steel  into  more  of  an  oil  company.  Major  challenge:  boosting 
stock  price  under  eye  of  major  stockholder  Carl  Icahn,  who  wants 
to  divide  company.  Lower  key  than  Roderick,  but  just  as  tough. 
Will  sell  natural-gas  reserves  of  Texas  Oil  &  Gas  unit. 
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Desktop  Faxin 


INflW  Vnn  PQH  TQY     The  most  efficient  fax  machine  is  sitting  right  on  your 
•  llUW  jv/U  t/dll  IdA  desk.  With  Western  Union's  OfficeAccess'tnessagingserv- 

fix)m  the  desktop  computer  r„tt [„S. 

J  •      1  r        1  ed  desktop  computer  terminal  or  PC. 

terminals  you  already  own. 


The  fax  machine  has  become  the 
water  cooler  of  the  80's  office.  But  with 


2.  Eliminate  waiting  in  line 

OfficeAccess,  your  people  can  avoid  those  long  trips  to  _l  i."L^  -pn  v  "mo/iliinn 
the  fax  machine.  Because  they  won't  be  using  it.  cll  IJlc  IdX  inciLlllIlv* 

aQoTirl  ITH  ifi  QQQ    Another  way  we've  made  faxing  faster  is  "broadcast  fax- 
•  UvllU.  UU  UJ  vuV  ing"  or  the  ability  to  fax  a  document  to  as  many  as  999  dif- 
•         ll     1  ferent  locations  at  one  time.  Just  compose  the  message 

copies        oJj  OIlCc*  once,  and  one  keystroke  automatically  sends  it  to  everyone 

on  your  mailing  list. 

Because  Western  Union's  transmission  is  all  digital,  you'll^  pViv  fllD  ploQnDcf 
send  consistently  higher  quality  faxes,  instead  of  sending        1  CtA  tllC  LlvdllCljl 

;trxr^^^^^"""^"^"  most  readable  copies  ever. 

SlrPi"  Ql  if/lTtl  Q^IP  y^^'^^  '^^^'^^  ^^^^    waste  time  calling  to  find  out  if 

•  vJvt  CtUlUlilttllL/  your  fax  got  through  because  Western  Union  automatically 
/I  Ayifil*!!!  of  1  AH  confirms  delivery  right  on  your  terminal  screen  as  soon  as  the 
LUllllI  IllcltiUil  message  reaches  its  destination. 

PI  1  •  Whether  you're  currently  using  Wang,  DEC,  IBM,  Apple  or  just 

01  ClGllV6rV«  about  any  other  system,  call  Western  Union  at  1-800-779-1111,  Dept.  140 
And  find  out  how  fast  and  easy  Desktop  Faxing  can  be. 
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UTILICORP  UNITED 

Richard  Calvin  Green  Jr. 

Kansas  City,  Mo.  816421-6600 

SALES:  $673  mil.    PROFITS:  $41  mil. 

MARKET  VALUE:  $420  mil. 

►  Born  5/6/54,  Kansas  City,  Mo.;  BS  (finance, 
accounting),  SMU,  1976.  Career  patli-finance/accounting;  ten- 
ure-22  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$338,000;  ownership!  124,000  direct,  795,000  indirect  shares. 
►  Great  grandson  is  impatient  with  profits  depending  on  mood 
swings  of  regulators.  So  fourth-generation  CEO  has  focused  on 
risk  reduction.  Strategy:  acquiring  other  utilities,  seeking  dereg- 
ulated markets  such  as  wholesale  power  generation,  gas  market- 
ing, and  supply.  Once-sleepy  company  is  dormant  no  more. 


VALERO  ENERGY 

VILLIAM  EUGENE  GREEHEY 

San  Antonio,  Tex.  512-246-2000 

SALES:  $771  mil.    PROFITS:  $31  mil. 

MARKET  VALUE:  $435  mil. 

►  Born  6/9/36,  Fort  Dodge,  Iowa;  BBA,  St. 
Mary's,  1950.  Career  path-finance/accounting;  tenure-26  years, 
CEO  6  years.  Compensation:  1988  salary  &  bonus,  $609,000*;  own- 
ership, 156,000  direct,  30,000  indirect  shares.  ►  His  hard-slog  re- 
structuring is  finally  bringing  solid  profits  after  $100  million  loss 
in  1986.  Unloaded  exploration  and  production.  Gasoline  refinery 
using  low-grade  residual  oil  is  turning  into  real  money-maker. 
Spun  off  51%  of  natural  gas  pipeline  to  limited  partnership.  Build- 
ing $140  million  hydrocarbon-recovery  plant. 


1 

VALHI 

Harold  C.  Simmons 

Dallas,  Tex.  214-386-4110 

SALES:  $2.3  bil.    PROFITS:  $81  mil. 

MARKET  VALUE:  $2  bil. 

►  Born  5/13/31,  Alba,  Tex.;  BA,  1951;  MA 
(econ.),  1952,  U.  of  Tex.  Career  path-entrepreneur;  tenure-7 
years,  CEO  7  years.  Compensation:  1988  salary  &  bonus, 
$1,323,000;  ownership,  77,000  indirect  shares."  ►  "Friendly"  cor- 
porate takeover  artist  and  consummate  stock  picker  at  it  again. 
After  digesting  NL  Industries  (see  Baroid,  a  spinoff),  he's  after 
Georgia-Gulf,  the  chemical  company,  made  bid  in  August.  He's 
also  got  a  stake  in  Lockheed,  among  others.  Demon  tennis  player 
spends  time  at  house  in  Santa  Barbara,  matched  against  pro. 


VALLEY  NATIONAL 

James  P.  Simmons 

Phoenix,  Ariz.  602-261-2900 

SALES:  $1.1  bil.     PROFITS:  $62  mil. 

MARKET  VALUE:  $590  mil. 

►  Born  11/9/24,  Wichita  Falls,  Tex.;  attended 
U.  of  N.  M.;  MBA,  Harvard,  1947.  Career  path-finance/account- 
ing;  tenure-2  years,  CEO  2  years.  Compensation:  1988  salary  & 
bonus,  $594,000;  ownership,  10,000  direct,  5,000  indirect  shares. 
►  Popular  business  community  pillar  is  struggling  to  get  state's 
dominant  independent  bank  back  into  the  black.  May  make  it  be- 
fore handing  control  to  President  Richard  Lehmann  in  February. 
Recently  added  $181  million  reserves  to  cover  potential  real  es- 
tate loan  losses  stemming  from  Arizona's  economic  distress. 


VANGUARD  CELLULAR  SYSTEMS 


Greensboro,  N.  C.  919-282-3690 

SALES:  $23  mil.    LOSS:  $27  mil. 

MARKET  VALUE:  $751  mil. 

►  Born  3/3/47,  Charlotte,  N.  C;  AB  (econ., 
politics),  Princeton,  1969.  Career  path-merchandising/market- 
ing;  tenure-6  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $227,000;  ownership,  947,000  direct,  6,000  indirect  shares. 
►  Technology  buff  sold  his  petroleum  distributorship,  hooked  up 
with  a  prep-school  chum  to  grab  a  cellular  phone  license.  Did  a  lot 
of  horse  trading  for  franchise.s-and  losing  applicants  squawked. 
But  now  he's  a  big  player  in  small  markets.  Stock  trades  at  a  pre- 
mium but  often  can't  compete  with  rivals  in  bigger  cities. 


VARIAN  ASSOCIATES 

J'HUMAS  Davis  Sege 

Palo  Alto,  Calif.  415-493-4000 

SALES:  $1.2  bil.    PROFITS:  $28  mil. 

MARKET  VALUE:  $564  mil. 

►  Born  5/17/26,  Novi  Sad,  Yugoslavia;  BS, 
1946;  MS  (elect,  eng.),  1948,  Columbia.  Career  path-engineering/ 
technical;  tenure-26  years,  CEO  8  years.  Compensation:  1988  sal- 
ary &  bonus,  $562,000;  ownership,  51,000  shares.  ►  Low-profile 
boss  of  electronics  pioneer  will  retire  in  1991.  Four-man  office  of 
chairman  will  duke  it  out  for  succession.  Analysts  applaud  move 
to  exit  loss-plagued  microwave  systems  business.  Competition, 
technical  glitches  depressing  earnings.  He  may  have  to  divest 
more  substantial  assets,  something  he  has  resisted  in  the  past. 


VERMONT  AMERICAN 

HoBLKT  1.  Baker 

Louisville,  Ky.  502-587-6851 

SALES:  $330  mil.    PROFITS;  $17  mil. 

MARKET  VALUE:  $404  mil. 

>  Born  9/28/40,  Bridgeport,  Conn.;  BA,  U.  of 
Conn.,  1962.  Cam  r  path-sales;  tenure-23  years,  CEO  5  years. 
Compensation:  1988  salary  &  bonus,  $257,000;  ownership,  9,000 
shares.  ►  Repelled  a  hostile  bid  from  Newell  Corp.,  which 
grabbed  a  lO'/f  stake  in  this  maker  of  cutting  and  hand  tools,  by 
auctioning  the  company  o  f.  The  buyers:  Emerson  Electric  and 
Germany's  Robert  Bosch,  vith  help  from  Sears,  Roebuck,  a  cus- 
tomer. The  deal  seems  assumed  because  the  founding  family  and 
insiders  have  promised  their  55%  stock  holding. 


VF 


Lawrence  R.  Pugh 
Wyomissing,  Pa.  215-378-1151 
SALES:  $2.5  bil.    PROFITS:  $174  mil. 


MARKET  VALUE:  $2.4  bil. 

►  Born  1/22/33,  White  Plains,  N.  ¥.;  BA 
(business),  Colby,  1956.  Career  path-merchandising/marketing; 
tenure-9  years,  CEO  8  years.  Compensation:  1988  salary  &  bonus, 
$985,000;  ownership,  25,000  shares.  ►  He  went  shopping  for 
Champion  Products,  maker  of  athletic  clothes,  but  Sara  Lee  out- 
bid him.  Instead,  he's  using  hefty  cash  holdings  to  buy  back  up  to 
$390  million  in  stock,  about  15%-  of  total.  He's  still  in  the  market 
for  labels  to  add  to  his  Lee,  Wrangler,  Jantzen  lines.  Building 
back  production  capacity  for  Lee  jeans. 
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In  meeting  the  challenges  of  corporate  America, 
Credit  Suisse  USA  combines  the  essence  of  two  nations,  reliability  and  vision. 

Let  the  best  of  both  worlds  provide  you  with  the  financial  leadership 

to  compete  in  a  global  arena. 


Credit  Suisse  USA  does  more  to  keep  you  at  the  top. 


CREDIT  SUISSE 
CS 


Atlanta  •  Cliicago  •  Houston  ■  Los  Angeles  ■  Miami  ■  New  York  •  San  Francisco 


THE    C  Q  )R  P  Q  R  ATE  ELITE 


VIACOM 


Frank  J.  Biondi  Jr. 

New  York,  N.  Y.  212-575-5175 

SALES:  $1J  Ml.    LOSS:  $123  mil. 

MARKET  VALUE:  $3.1  Ml. 

►  Born  1/9/45,  New  York,  N.  Y.;  BA  (psy- 
chology, econ.),  Princeton,  1966;  MBA,  Harvard,  1968.  Career 
path-merchandising/ marketing,  finance/accounting;  tenure-2 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$1,153,000;  ownership,  none.*  ►  Sharp  boss  sold  a  few  assets, 
pared  debt.  Moving  overseas  with  Nickelodeon,  MTV  channels. 
Also  readying  new  all-comedy  channel,  joint  venture  partner  in 
24-hour  news  offering.  Trouble  spot:  Showtime,  which  lags  far 
behind  HBO.  National  Amusements  owns  83%. 


VISTA  CHEMICAL 


JOHN  DUDLEY  BURNS 
Houston,  Tex.  713-588-3000 


SALES:  $781  mil.    PROFITS:  $124  mil. 

MARKET  VALUE:  $704  mil. 

►  Born  5/18/33,  Houston,  Tex.;  BA,  1955;  BS 
(chem.  eng.),  1956,  Rice.  Career  path-production/manufactur- 
ing; tenure-l6  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $676,000;  ownership,  188,000  direct,  10,000  indirect  shares. 
►  His  $500  million  buyout  of  a  Conoco  chemical  business  and  sub- 
sequent public  offering  may  become  a  textbook  example  of  a  suc- 
cessful LEO.  With  chemical  demand  strong,  he's  using  cash  to 
buy  back  stock,  add  capacity.  One  worry:  high  debt  from  the 
buyout.  Spent  spring  vacation  in  Africa  on  a  photo  safari. 


VONS 


Roger  Earl  Stangeland 


El  Monte,  Calif.  818-579-1400 

SALES:  $3.9  Ml.    LOSS:  $24  mil. 

MARKET  VALUE:  $770  mil. 

►  Born  10/4/29,  Chicago,  111.;  BS  (liberal 
1951.  Career  path-merchandising/marketing; 


VULCAN  MATERIALS 


HERBERT  ANTHONY  SKLENAR 
Birmingham,  Ala.  205-877-3000 
SALES:  $1.1  Ml.    PROFITS:  $136  mil. 
MARKET  VALUE:  $1.9  Ml. 


arts),  U.  of  111., 
tenure-29  years,  CEO  4  years.  Compensation:  1988  salary  &  bo- 
nus, $700,000;  ownership,  1,007,000  shares."  ►  He's  got  a  full 
shopping  cart  after  acquisition  of  162  Safeway  supermarkets. 
He's  turning  them  all  into  Vons  stores,  for  a  total  of  340,  and  the 
overhaul  has  put  him  in  the  red  for  now.  But  volume  is  rising  at 
the  former  Safeways,  and  he  figures  that  the  big  acquisition  ex- 
penses will  all  be  swallowed  by  yearend. 


►  Born  6/7/31,  Omaha,  Neb.;  BS  (business), 
U.  of  Neb.  at  Omaha,  1952;  MBA,  Harvard,  1954.  Career  path- 
finance/accounting;  tenure-17  years,  CEO  3  years.  Compensa- 
tion: 1988  salary  &  bonus,  $708,000;  ownership,  81,000  shares. 
►  Workaholic  focuses  on  company's  core  construction-materials 
business.  Bought  or  opened  enough  quarries  in  past  year  to  accu- 
mulate 53-year  supply  of  crushed  stone-and  rouse  environmental 
groups.  With  construction  turning  down,  his  challenge  will  be  to 
keep  earnings  moving  up.  College  basketball  player  now  a  fan. 


WAL-MART  STORES 


David  Dayne  Glass 


Bentonville,  Ark.  501-273-4000 
SALES:  $20.6  Ml.    PROFITS:  .$837  mil. 


MARKET  VALUE:  $23.8  Ml. 


►  Born  9/2/35,  New  Liberty,  Mo.;  BS  (busi- 
ii'  accounting),  Southwest  Mo.  State,  1959.  Career  path-mer- 
chandising/marketing, finance/accounting;  tenure-13  years, 
CEO  2  years.  Compensation:  1988  salary  &  bonus,  $600,000;  own- 
ership," 737,000  direct,  80,000  indirect  shares.  ►  Sam  Walton's 
successor  isn't  tinkering  with  the  founder's  successful  discount 
strategy  and  growth  is  on  target.  Big  challenge  is  Sam's  foray 
into  hypermarts.  New  boss  continues  Walton's  punishing  80- 
hour  work  week,  heavy  travel  schedule. 


WALGREEN 

CHARLES  R.  WALGREEN  III 


Deerfield,  III.  312-940-2500 
SALES:  $4.9  Ml.    PROFITS:  $129  mil. 


MARKET  VALUE:  $2.9  Ml. 


►  Born  11/11/35,  Chicago,  111.;  BS  (pharma- 
cy), U.  of  Mich.,  1958.  Career  path-merchandising/marketing, 
operations;  tenure-37  years,  CEO  18  years.  Compensation:  1988 
salary  &  bonus,  $648^000;  ownership,  352,000  shares.  ►  High 
tech:  Introduced  point-of-scale  scanning  last  year,  spending  mil- 
lions on  new  inventory  management  system.  Some  800  stores 
hooked  up  by  satellite.  Expanding  chain  at  a  furious  pace,  he 
plans  to  open  600  new  stores-40%  of  current  base-in  five  years. 
High  returns:  net  earnings  gained  24%  in  first  nine  months. 


WALLACE  COMPUTER  SERVICES 


THEODORE  DlMITRIOU 
Hillside,  HI.  312-626-2000 


U,ES:  .$383  mil.    PROFITS:  $32  mil. 


ARKET  VALUE:  $526  mil. 

*'  '    >  Born  8/31/26,  Dayton,  Ohio;  AB  (math, 

1-1  :,  I  Miaj..,  (Ohio),  1950.  Career  path-engineering/ techni- 
cal, production/ manufacturing;  tenure-30  years,  CEO  15  years. 
Compensation:  1988  salary  &  bonus,  $471,000;  ownership,  134,000 
shares.  ►  Paper,  paper,  paper.  He's  got  lots  of  it.  Runs  profit- 
able, high-end  manufacturer  of  computer  supplies,  printer  rib- 
bons, labels.  Only  problem  is  rise  in  paper  prices.  But  impressive 
sales  gain  still  60%  from  unit  increases.  Hot  ticket  these  days: 
bar-coded  labels.  Recently  taught  himself  to  play  organ. 


WANG  LABORATORIES 


AN  WANG 


Lowell,  Mass.  508-459-5000 
SALES:  $3.1  bit.    PROFITS:  $93  mil. 
MARKET  VALUE:  $939  mil. 


►  Born  2/7/20,  Shanghai,  China;  BS  (elect, 
eng.),  ChiaoTung,  1940;  MBA  (1946),  PhD  (1948),  Harvard.  Career 
path-engineering/technical,  production/manufacturing;  ten- 
ure-38  years,  CEO  38  years.  Compensation:  1988  salarj'  &  bonus, 
$511,000;  ownership,  11,163,000  direct,  26,074,000  indirect  shares. 
►  Company's  in  turmoil,  losing  clout  in  minicomputers.  On  top  of 
that,  his  health  is  poor,  and  son  and  heir  Fred  quit  in  August,  re- 
placed by  Richard  W.  Miller,  former  head  of  GE's  consumer  prod- 
ucts business.  May  need  deep-pocketed  partner  to  fight  back. 
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WARNER-LAMBERT 


JOSEPH  D.  Williams 

Morris  Plains,  N.  J.  201-540-2000 

SALES:  $3.9  bil.    PROFITS:  $340  mil. 


MARKET  VALUE:  $7.4  bil. 

►  Born  8/15/26,  Washington,  Pa.;  BS  (phar- 


macy), U.  of  Neb.,  1950.  Career  path-merchandising/marketing; 
tenure-39  years,  CEO  5  years.  Compensation:  1988  salary  &  bo- 
nus, $1,310,000;  ownership,  5,000  direct,  7,000  indirect  shares. 
►  His  big  spending  on  drug  R&D  will  soon  show  results.  Compa- 
ny releasing  more  new  drugs  this  year  than  in  last  10  combined. 
And  1989  sales  of  Lopid  cholesterol  fighter  should  top  $300  mil- 
lion. Dark  side  to  success:  takeover  prospect  as  big  drug  houses 
eye  his  new  products,  top  consumer  brands  like  Listerine,  Schick. 


WASHINGTON  GAS  LIGHT 


;ald  J.  Heim 


Washington,  D.  C.  703-750-4440 
SALES:  $698  mil.    PROFITS:  $45  mil. 


MARKET  VALUE:  $536  mil. 

►  Born  12/10/27,  Philadelphia,  Pa.;  BME,  U. 


of  Va.,  1950.  Career  path-corp.  planning,  opers.;  tenure-39  years, 
CEO  8  years.  Compensation:  1988  salary  &  bonus,  $423,000;  own- 
ership, 2,000  direct,  3,000  indirect  shares.  ►  Savvy  political  mover 
who  took  helm  of  industry  group  American  Gas  Assn.  Blessed 
with  a  superrich  service  area,  innovative  utility  keeps  humming 
along.  Moving  swiftly  into  cogeneration,  eyeing  natural  gas  fleet 
vehicles  as  lawmakers  lean  toward  encouraging  their  use.  Five- 
year  expansion  has  been  costly,  but  dividend  keeps  climbing. 


WASHINGTON  POST 


KATHARINE  GRAHAM 


Washington,  D.  C.  202-334-6000 
SALES:  $1.4  bit.    PROFITS:  $269  mil. 


MARKET  VALUE:  $3. 7  bil. 

►  Born  6/16/17,  New  York,  N.  Y.;  AB,  U.  of 
Chicago,  1938.  Career  path-administration;  tenure-26  years, 
CEO  16  years.  Compensation:  1988  salary  &  bonus,  $653,000;  own- 
ership, 2,000  direct,  335,000  indirect  shares.  ►  Firmed  up  family's 
control  in  May,  changing  charter  to  require  majority  approval  of 
both  classes  of  stock  in  a  takeover.  Profits  up  at  Newsweek,  but 
tough  competition  limits  growth.  Overall  profits  are  up  hand- 
somely, too,  and  stock  is  skyrocketing.  Strategic  issue:  how  to  in- 
vest cash  horde.  Son  Donald's  playing  an  ever-more-active  role. 


WASHIHGTOH  WATER  POWER 

PAUL  ANTHONY  REDMOND 

Spokane,  Wash.  509-489-0500 

SALES:  $542  mil.    PROFITS:  $71  mil. 

MARKET  VALUE:  $659  mil. 

►  Born  1/23/37,  Lakeview,  Ore.;  BS  (biology), 
BS  (elect,  eng.),  Gonzaga,  1965.  Career  path-engineering/techni- 
cal; tenure-24  years,  CEO  5  years.  Compensation:  1988  salary  & 
bonus,  $234,000;  ownership,  2,000  direct,  4,000  indirect  shares. 
►  Articulate  community  leader  gets  credit  for  steering  utility 
through  WPPSS  shoals,  cutting  costs.  Has  sold  surplus  capacity 
to  others.  Negotiating  tie-in  with  Canadian  utility  should  his  own 
capacity  fall  short.  Modest  diversification:  bought  long-distance 
phone  brokerage.  Exploring  a  spent  coal  mine  for  waste  storage. 


WASTE  MANAGEMENT 


DEAN  L.  BUNTROCK 


Oak  Brook,  III.  312-572-8800 


SALES:  $3.6  bil.  PROFITS:  $464  mil. 
MARKET  VALUE:  $13.5  bil. 


►  Born  6/6/31,  Columbia,  S.  D.;  BS,  St.  Olaf, 
1955.  Career  path-founder;  tenure-21  years,  CEO  21  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,400,000;  ownership,  1,502,000 
direct,  131,000  indirect  shares.  ►  He's  on  top  of  the  heap,  enjoy- 
ing big  economies  of  scale  in  garbage  hauling,  landfills,  chemical 
and  medical  waste  handling,  asbestos  disposal.  To  grow,  he  aims 
to  crack  European  markets,  where  1992  will  spell  tougher  envi- 
ronmental controls.  Already  running  into  protectionism,  though. 
Stuffed  grizzly  guards  his  office. 


WATTS  INDUSTRIES 

Timothy  P.  Horne 


North  Andover,  Mass.  508-688-1811 
SALES:  $181  mil.    PROFITS:  $19  mil. 
MARKET  VALUE:  $468  mil. 


►  Born  4/4/38,  Winchester,  Mass.;  BS,  Trin- 
ity, 1959.  Career  path-administration;  tenure-30  years,  CEO  11 
years.  Compensation:  1988  salary  &  bonus,  $512,000;  ownership, 
1,453,000  shares.**  ►  Third-generation  CEO  keeps  the  growth 
gushing  at  this  valve  maker.  Riding  12  years  of  record  sales. 
Bought  another  company  at  least  once  a  quarter  since  going  pub- 
lic three  years  ago.  Biggest  deal  came  last  December,  when  he 
grabbed  Tampa's  Leslie  Controls.  Look  for  more  of  same-he 
raised  $44  million  in  a  March  stock  offering. 


WEINGARTEN  REALTY 


Sta.xford  J.  .Alexander 
Houston,  Tex.  713-866-6000 


SALES:  $65  mil.    PROFITS:  $21  mil. 

MARKET  VALUE:  $427  mil. 

►  Born  8/15/28,  Houston,  Tex.;  BS  (busi- 
ness), U.  of  Tex.,  1949;  MBA,  Harvard,  1952.  Career  path-mer- 
chandising/marketing; tenure-34  years,  CEO  27  years.  Compen- 
sation: 1988  salary  &  bonus,  $462,000;  ownership,  890,000  direct, 
703,000  indirect  shares.  ►  Rare  breed:  Houston  developer  who 
emerged  unscathed  from  real  estate  crash.  Kept  his  strip  shop- 
ping centers  fully  leased,  anchoring  them  with  food  and  drug 
stores  able  to  weather  the  slump.  With  a  market  rebound  in 
Southwest  he's  on  the  prowl  for  deals.  Big  name  in  local  charities. 


WEIS  MARKETS 

SlGFRiED  WEIS 


Sunbury,  Pa.  717-286-4571 
SALES:  $1.2  bil.    PROFITS:  $83  mil. 


MARKET  VALUE:  $1.5  bil. 


►  Bom  2/18/16,  Selinsgrove,  Pa.;  BA  (histo- 
ry, econ.),  Yale,  1938.  Career  path-founding  family;  tenure-50 
years,  CEO  29  years.  Compensation:  1988  salary  &  bonus, 
$397,000;  ownership,  5,934,000  direct,  412,000  indirect  shares. 
►  Like  Donald  Trump,  he  puts  his  name  everywhere-not  just  on 
his  119  supermarkets  but  also  on  1,500  private-label  brands. 
While  not  spectacular,  sales  and  income  growing  steadily.  Spend- 
ing liberally  on  capiUi!  improvements,  without  debt,  and  opening 
more  big  superstores  amid  increased  competition. 
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WELLMAH 


Thomas  M.  Duff 


Shrewsbury.  V.  J.  201-542-7300 
SALES:  $315  mil.    PROFITS:  $38  mil. 


MARKET  VALUE:  $1.1  bil. 


►  Born  7/30/47,  Hoboken,  N.  J.;  BA  (psychol- 
ogy), Rutgers,  1970.  Career  path-merchandising/ marketing;  ten- 
ure-18  years,  CEO  4  years.  Compensation:  1988  salary  &  bonus, 
$410,000;  ownership,  794,000  shares.  ►  Pipe-smoking  CEO  has  lit- 
tle time  for  favorite  sport,  fishing.  But  No.  1  recycler  of  plastics 
and  synthetic  fiber  waste  has  been  reeling  in  plenty  of  new  busi- 
ness. His  secrets:  highly  flexible  manufacturing  system,  low 
overhead,  fast-moving  management,  selecting  niche  markets. 
Outlook  bright  with  few  competitors,  rising  curbside  recycling. 


WELLS  FARGO 

Carl  E.  Reichardt 


San  Francisco,  Calif.  415-477-1000 
SALES:  $4.9  bil.    PROFITS:  $513  mil. 
MARKET  VALUE:  $4.3  bil. 


►  Born  7/6/31,  Houston,  Tex.;  AB  (econ.). 


use,  1956.  Career  path-finance/accounting;  tenure-19  years, 
CEO  7  years.  Compensation:  1988  salary  &  bonus,  $1,330,000; 
ownership,  133,000  shares.  ►  Runs  lean,  mean  earnings  machine, 
rewards  investors  with  regular  hefty  hikes  in  dividends.  Atten- 
tion to  service  pays  off:  Bank-by-phone  service  produces  tremen- 
dous deposit  growth.  Eager  to  expand  meager  share  of  dynamic 
Southern  California  market,  recently  bought  three  small  banks 
there.  Sold  half  of  investment-management  unit  to  Nikko. 


WENDY'S  INTERNATIONAL 


JAMES  W.  NEAR 

Dublin,  Ohio  614-764-3100 

SALES:  $1  bil.     PROFITS:  $28  mil. 


MARKET  VALUE:  $590  mil. 

►  Born  3/19/38,  Columbus,  Ohio;  attended 
Hanover.  Career  path-restaurant  opers.  &  mgmt.;  tenure-15 
years,  CEO  8  months.  Compensation:  1988  salary  &  bonus, 
$667,000;  ownership,  495,000  direct,  12,000  indirect  shares. 
►  Very  hands-on  boss  has  instituted  regular  meetings  with  oper- 
ators and  stresses  training.  As  COO,  he  even  got  his  "own" 
Wendy's  store  to  experiment  with,  rolling  out  self-service,  im- 
proving drive-through.  Now,  must  perk  up  3,800  other  burger 
joints.  Franchisees  may  like  his  style,  but  Wall  Street  is  wary. 


WESCO  FINANCIAL 

CHARLES  T.  MUNGER 


Pasadena,  Calif.  818-449-2345 
SALES:  $188  mil.    PROFITS:  $30  mil. 


MARKET  VALUE:  $443  mil. 

►  Born  1/1/24,  Omaha,  Neb.;  attended  U.  of 
Mich.;  Calif.  Inst,  of  Tech.;  JD,  Harvard  Law,  1948.  Career  path- 
legal;  tenure-6  years,  CEO  6  years.  Compensation:  1988  salary  & 
bonus,  NA'-^;  ownership,  NA.^"  ►  Likens  his  company  to  a  tortoise 
among  hares.  Owns  Pasadena's  Mutual  Savings  &  Loan,  Preci- 
sion Steel  in  Chicago,  and  a  small  Omaha  insurance  outfit.  Berk- 
shire Hathaway  holds  80%.  But  it's  not  one  of  Warren  Buffett's 
fast-growth  stars,  just  a  steady  performer.  Recently  bought  elec- 
trical-products maker  New  America  Electric. 


WESTERN  CO.  OF  NORTH  AMERICA 

Sheldon  R.  Erikson 

Houston,  Tex.  713-629-2600 

SALES:  $209  mil.    LOSS:  $10  mil. 

MARKET  VALUE:  $413  mil. 

►  Born  9/23/41,  Chicago,  III;  attended  U.  of 
III;  MBA,  Harvard,  1970.  Career  path-production/manufactur- 
ing, consulting;  tenure-2  years,  CEO  2  years.  Compensation:  1988 
salary  &  bonus,  $527,000;  ownership,  40,000  direct,  558,000  indi- 
rect shares.'^  ►  Ski  buff  schussed  away  from  two-thirds  of  his 
debt  in  a  Chapter  11  reorganization,  but  he  has  some  fancy  foot- 
work ahead  of  him.  Company  is  one-fourth  the  size  of  Halliburton 
in  its  oil-field  services  specialty,  and  offshore  drilling  contracts 
are  hard  to  come  by.  Losses  more  than  doubled  in  second  quarter. 


WESTERN  PUBLISHING  GROUP 

Richard  A.  Bernstein 

New  York,  N.  Y.  212-688-4500 

SALES:  $549  mil.    PROFITS:  $30  mil. 

MARKET  VALUE:  $428  mil. 

►  Born  6/28/46,  New  York,  N.  Y.;  BA  (econ.), 
NYU,  1968.  Career  path-real  estate;  tenure-6  years,  CEO  6  years. 
Compensation:  1988  salary  &  bonus,  $377,000;  ownership, 
3,556,000  direct,  496,000  indirect  shares.'  ►  Dealmaking  real  es- 
tate man  keeps  door  open  for  suitors.  Company  best  known  for 
kids'  books,  but  had  big  hit  last  year  with  adult  Pictionary.  Fad's 
cooled,  sales  off.  But  he  predicts  strong  gains  in  core  units,  ex- 
pects new  games  to  fare  well.  Has  little  debt,  may  buy  more  com- 
panies. Investor  Mario  Gabelli's  bullish:  He  upped  stake  to  12.8%. 


WESTINGHOUSE  ELECTRIC 


John  C.  Marous 

Pittsburgh,  Pa.  412-244-2000 

SALES:  $12.5  bil.    PROFITS:  $823  mil. 

MARKET  VALUE:  $10  bil. 

►  Born  6/9/25,  Pittsburgh,  Pa.;  BS,  1949;  MS 
(elect,  ersg.),  r.'!53,  U.  of  Pittsburgh.  Career  path-engineering/ 
technical,  iTiercharidi:-ing/marketing;  tenure-40  years,  CEO  2 
years.  Co-^ipensation:  1988  salary  &  bonus,  $1,408,000;  owner- 
ship, 12,0"  sfiiires.  ►  Famous  for  Monday  morning  quality  ser- 
mons, pepp'  :-;r!g  managers  with  questions.  He's  joint-ventured 
mature  energy,  industrial,  transportation  units.  Building  high- 
margin  defense  electronics,  broadcast,  financial  services,  waste 
cleanup.  Earnings  strong,  but  price-earnings  lags  behind  rivals. 


WESTMARC  COMMUNICATIONS 


LARRY  E.  ROMRELL 

Denver,  Colo.  303-796-9100 

SALES:  $118  mil.    LOSS:  $12  mil. 

MARKET  VALUE:  $467  mil. 

►  Born  12/30/39,  St.  Anthony,  Idaho;  attend- 
ed Idaho  State.  Career  path-engineering/technical;  tenure-24 
years,  CEO  11  months.  Compensation:  1988  salary  &  bonus, 
$217,000;  ownership,  8,000  shares.  ►  Now  you  see  it,  now  you 
don't.  By  yearend,  his  company  will  probably  be  absorbed  into  its 
75%  controlling  parent,  John  Malone's  Tele-Communications, 
No.  1  in  cable  industry.  The  microwave  common  carrier  was  spun 
off  in  1984  to  TCI  shareholders.  Now  that  it's  big  in  cable,  back  it 
goes.  A  career  TCI  man,  he'll  follow  it  back  to  the  fold. 


392  •  Business  Week,  October  20,  i9«9 


FOOTNOTES  APPEAR  ON  PAGE  434 


The  ceo  1000 


RPORATE  ELITE 


WESTMARK  INTERNATIONAL 

DENNIS  C.  Fill 


Seattle,  Wash.  206-682-6800 
SALES:  $365  mil.    PROFITS:  $10  mil. 


MARKET  VALUE:  $420  mil. 

►  Born  7/4/29,  London,  England;  attended 
Ealing  Coll.  Career  path-exec,  mgmt.;  tenure-3  years,  CEO  3 
years.  Compensation:  1988  salary  &  bonus,  $629,000;  ownership, 
79,000  direct,  9,000  indirect  shares.  ►  His  high-tech  medical- 
equipment  firm  is  a  Squibb  spinoff.  He  left  No.  2  spot  at  parent 
when  No.  1  said  he  wasn't  retiring.  Turned  his  company  around, 
fixing  international,  paring  costs,  and  launching  new  ultrasound 
products.  Leader  in  patient  monitors.  British-born,  he's  writing  a 
biography  of  F.  Scott  Fitzgerald. 


WESTVACO 


JOHN  A.  Luke 

New  York,  N.  Y.  212-688-5000 


SALES:  $2.1  bil.    PROFITS:  $200  mil. 


MARKET  VALUE: 
► 


.1  bit. 


Born  11/30/25,  Tyrone,  Pa.;  BS  (business 
admin.),  Yale,  1948.  Career  path-production/manufacturing, 
mgmt.;  tenure-40  years,  CEO  1  year.  Compensation:  1988  salary 
&  bonus,  $717,000;  ownership,  148,000  direct,  335,000  indirect 
shares.  ►  Enjoyed  a  strong  first  year  at  helm  of  this  forest-prod- 
ucts company,  family-run  for  100  years.  Credits  his  predecessor, 
brother  David,  with  turning  cycle-battered  outfit  into  industry 
leader.  Less  outgoing  than  David,  but  they  think  alike.  He'll  con- 
tinue with  paper-mill  modernization,  new  product  push. 


tJ 


WETTERAU 


Ted  C.  WETTERAU 


Hazelwood,  Mo.  3U-524-5000 
SALES:  $4.9  bil.    PROFITS:  $43  mil. 


MARKET  VALUE:  $727  mil. 
►  Born  11/13/27,  St.  Louis, 


Mo.;  BA,  West- 
minster, 1952.  Career  path-administration,  operations;  tenure-37 
years,  CEO  19  years.  Compensation:  1988  salary  &  bonus, 
$850,000;  ownership,  14,000  shares.  ►  Third  generation  to  run 
this  family-controlled  food  wholesaler,  now  one  of  nation's  larg- 
est. After  gobbling  up  smorgasbord  of  retailers  and  wholesalers 
in  the  last  few  years,  he's  digesting  the  acquisitions  and  training 
the  next  generation-his  two  sons.  Moved  from  ministerial  stu- 
dent to  supermarket  meat  cutter  before  joining  family  business. 


WEYERHAEUSER 

George  H.  Weyerhaeuser 

Tacoma,  Wash.  206-924-2345 

SALES:  $10  bil.    PROFITS:  $564  mil. 

market  VALUE:  $6.4  bil. 

►  Born  7/8/26,  Seattle,  Wash.;  BS  (indust.  ad- 
min.), Yale,  1949.  Career  path-administration,  operations;  ten- 
ure-42  years,  CEO  23  years.  Compensation:  1988  salary  &  bonus, 
$1,100,000;  ownership,  100,000  direct,  346,000  indirect  shares. 
►  He's  slated  to  retire  in  1991,  and  is  disappointed  with  ho-hum 
earnings  and  ROE.  So  he's  turning  loose  hand-picked  successor 
Jack  Creighton  to  restructure.  Selling  non-core  units  to  focus  on 
what  it's  biggest  and  best  at:  producing  lumber  and  exporting 
logs.  Will  homebuilding  and  financial  services  go  on  block? 


WHEELABRATOR  TECHNOLOGIES 

Paul  Michael  montrone 

Hampton,  N.  H.  508-777-2207 

SALES:  $1.2  bil.    PROFITS:  $24  mil. 

MARKET  VALUE:  $950  mil. 

►  Born  5/8/41,  Scranton,  Pa.;  BS  (account- 
ing), U.  of  Scranton,  1962;  PhD  (finance,  econ.),  Columbia,  1965. 
Career  path-finance/accounting;  tenure-19  years,  CEO  2  years. 
Compensation:  1988  salary  &  bonus,  NA^;  ownership,  227,000 
shares.''  ►  His  Henley  spinoff  just  merged  with  Wheelabrator 
Group,  another  Henley  company  whose  principal  asset  was  60% 
of  this  company.  He's  big  in  energy  recovery,  recycling.  Operates 
10  waste-to-energy  plants,  plans  19  more.  Also  expanded  water- 
treatment  capabilities,  seeking  public/private  partnerships. 


WHIRLPOOL 

DAVID  R.  WHITWAM 


Benton  Harbor,  Mich.  616-926-5000 
SALES:  $4-4  bil.    PROFITS:  $161  mil. 
MARKET  VALUE:  $2.2  bil. 


►  Born  1/30/42,  Madison,  Wis.;  BS  (econ.),  U. 


of  Wis.,  1967.  Career  path-merchandising/marketing;  tenure-21 
years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$563,000;  ownership,  11,000  direct,  1,000  indirect  shares.  ►  Still 
has  to  show  payoff  from  bold  push  into  fragmented  European  ap- 
pliance market.  Year-old  joint  venture  with  N.  V.  Philips  has 
boosted  sales,  but  earnings  still  lag.  At  home,  rival  GE  snatched 
away  big  contract  to  build  Kenmore  fridges  for  Sears.  He's  try- 
ing to  trim  costs-but  critics  say  he  needs  to  move  faster. 


WHITMAN 


KARL  D.  BAYS 

Chicago,  III.  312-565-3000 

SALES:  $3.6  bil.    PROFITS:  $177  mil. 


MARKET  VALUE:  $3.4  bil. 


►  Born  12/23/33,  Loyall,  Ky.;  BS  (business, 
English),  Eastern  Ky.,  1955;  MBA,  Ind.,  1958.  Career  path-mer- 
chandising/marketing; tenure-2  years,  CEO  2  years.  Compensa- 
tion: 1988  salary  &  bonus,  $1,155,000;  ownership,  26,000  shares. 
►  Brawny  former  athlete  who  considered  going  pro  in  football. 
Now  tackhng  remake  of  this  conglomerate,  formerly  IC  Indus- 
tries. With  rail  and  slow-growth  industrial  units  sold,  he's  got  a 
new  moniker-as  in  Whitman's  candies-and  a  strong  collection  of 
consumer  lines:  Pet  foods,  Pepsi  bottling,  Midas  mufflers. 


WILLAMETTE  INDUSTRIES 

WILLIAM  SWINDELLS 


Portland,  Ore.  503-227-5581 

SALES:  $1.7  bil.    PROFITS:  $161  mil. 

MARKET  VALUE:  $1.4  bil. 

►  Born  9/16/30,  Oakland,  Calif.;  BS  (ind. 
eng.),  Stanford,  1953.  Career  path-production/manufacturing; 
tenure-36  years,  CEO  10  years.  Compensation:  1988  salary  &  bo- 
nus, $463,000;  ownership,  433,000  direct,  992,000  indirect  shares. 
►  A  paper-industry  profit  leader  facing  some  supply  challenges. 
Lawsuits  over  threatened  spotted  owl  habitat  are  tightening  tim- 
ber supply,  driving  up  prices.  And  1991  will  be  a  big  year  for  new 
paper  plants  coming  on  line-his  included.  That  could  unbalance 
capacity  if  economy  slows.  Still,  he  gets  high  marks  for  low  costs. 
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WILLIAMS 


Joseph  Hill  Wilmams 

Tulsa,  Okla.  918-588-2000 


SALES:  $1. 7  Ml.    LOSS:  $5  mil. 
MARKET  VALUE:  $1.6  Ml. 
►  Born  6/2/33,  Tulsa,  Okla.; 


BA  (history, 

econ.),  Yale,  1956.  Career  path-operations;  tenure-30  years,  CEO 
11  years.  Compensation:  1988  salary  &  bonus,  $796,000;  owner- 
ship, 118,000  direct,  8,U00  indirect  shares.  ►  Family  started  com- 
pany with  petroleum  pipelines,  fertilizers,  gas,  and  coal.  He's 
moving  more  and  more  into  communications,  especially  fiber-op- 
tic cable.  Spent  $400  million  on  related  acquisitions,  expanding 
routes,  in  last  two  years.  Marketing  lines'  quality,  quick  service. 
Want  to  make  a  move  in  state  politics?  Better  talk  to  him. 


WILLIAMS  (A.  L.) 

j(jHN  Treacy  Beyer 


Diiluth,  Ga.  404-381-1674 

SALES:  $402  mil.    PROFITS:  $96  mil. 


MARKET  VALUE:  $1.4  Ml. 

►  Born  10/3/43,  Sant.a  Monica,  Calif.;  BA 
(Eng.  literature),  Yale,  1965;  MA,  Edinburgh,  1967.  Career  path- 
merchandising/marketing,  finance/accounting;  tenure-11 
months,  CEO  11  months.  Compensation:  1988  salary  &  bonus,  NA; 
ownership,  1,000  direct,  5,000  indirect  shares.  ►  Ex-Army  coun- 
terintelligence officer  oversees  nearly  180,000  part-timers  who 
sell  term  life  insurance  door-to-door.  Parent  Primerica  brought 
him  in  to  succeed  founder  Art  Williams.  Now,  Primerica  may 
bring  Williams  back  to  rev  up  agents  to  sell  financial  services. 


WILMINGTON  TRUST 


BERNARD  J.  TAYLOR  H 


Wilmington,  Del.  302-651-1000 
SALES:  $313  mil.    PROFITS:  $52  mil. 


MARKET  VALUE:  $748  mil. 
►  Born  11/10/25,  Philadelphia,  Pa.; 


BS 

(econ.),  Wharton,  1949.  Career  path-finance/accounting;  ten- 
ure-10  years,  CEO  10  years.  Compensation:  1988  salary  &  bonus, 
$638,000;  ownership,  91,000  shares.'  ►  A  glee  club  member  who 
likes  to  sing  at  bank  functions.  Expects  to  get  a  big  boost  from 
changes  in  state  banking  law,  which  will  allow  him  to  set  fees  for 
administering  trust  funds.  His  main  worry:  staying  independent 
as  Pennsylvania  banks  gobble  up  his  competitors.  Response:  en- 
gineered a  big  stock  buyback,  has  been  increasing  his  dividends. 


WINN-DIXIE  STORES 

A.  Dano  Davis 


Jacksonville,  Fla.  904-783-5000 

SALES:  $9  Ml.     PROFITS:  $117  mil. 


MARKET  VALUE:  $2.3  Ml. 

►  Born  6/2/45,  New  Rochelle,  N.  Y.;  attend- 


ed Stetson  U.  Career  path-merchandising/marketing;  tenure-21 
years,  CEO  7  years.  Compensation:  1988  salary  &  bonus, 
$526,000;  ownership,  5,000  direct,  12,512,000  indirect  shares. 
►  One  year  after  taking  over  as  chairman  from  cousin  Bob,  he's 
at  a  crossroads-again.  Tried  to  fend  off  retail  rivals  with  super- 
store format  that  fizzled.  Now  he's  returning  to  traditional  for- 
mats, moderate  pricing  policy.  Even  on  home  turf,  rivals  are 
starting  to  make  inroads.  Biggest  threat:  cut-rate  Food  Lion. 


WISCONSIN  ENERGY 

CHARLES  S.  McNEER 


Milwaukee,  Wis.  414-221-2345 
SALES:  $1.5  Ml.     PROFITS:  $189  mil. 


MARKET  VALUE:  $2  Ml. 

►  Born  4/8/26,  Gilbert,  W.  Va.;  BS  (elect. 


WISCONSIN  PUBLIC  SERVICE 


LINUS  Matthew  Stoll 
Green  Bay,  Wis.  414-433-1598 
SALES:  $604  mil.    PROFITS:  $56  mil. 


eng.).  Northwestern,  1950.  Career  path-engineering/technical; 
tenure-39  years,  CEO  14  years.  Compensation:  1988  salary  &  bo- 
nus, $427,000;  ownership,  29,000  shares.**  ►  Recent  management 
reshuffling  set  the  stage  for  a  successor,  Richard  Abdoo,  but 
he's  far  from  finished.  Laying  plans  to  transmit  power  from 
Presque  Isle  power  plant,  bought  in  1987,  to  service  area.  Aims  to 
build  four  80-megawatt  combustion  turbine  units.  Moving  into 
nonenergy  businesses:  real  estate,  venture  capital. 


MARKET  VALUE:  $534  mil. 

►  Born  1/30/26,  La  Crosse,  Wis.;  BS  (chem. 
eng.),  U.  of  Wis.,  1947.  Career  path-engineering/ technical;  ten- 
ure-43  years,  CEO  2  years.  Compensation:  1988  salary  &  bonus, 
$236,000;  ownership,  1,000  direct,  4,000  indirect  shares.  ►  Low 
rates,  stable  customer  base  add  up  to  one  smooth  utility.  Has 
growing  natural-gas  transportation  business,  too.  But  there  may 
be  some  bumps  up  ahead.  Reliance  on  paper  industry  makes  him 
vulnerable  to  downturn.  Acid-rain  laws  may  force  costly  work  on 
coal  plants.  And  largest  resale  customer  is  building  its  own  plant. 


WITCO 

WILLIAM  WISHNICK 


New  York,  N.  Y.  212-605-3800 
SALES:  $1.6  Ml.    PROFITS:  $72  mil. 
MARKET  VALUE:  $1  Ml. 


►  Born  11/9/24,  New  York,  N.  Y.;  BBA,  U.  of 
Tex.,  1949.  Cutter  path-production/manufacturing;  tenure-40 
years,  CEO  18  y-ars.  Compensation:  1988  salary  &  bonus, 
$645,000;  ownershiji  :!65,000  direct,  39,000  indirect  shares. 
►  Goes  for  risky  spot  like  drag  racing,  but  not  risky  business. 
This  maker  of  specialty  chemicals,  petroleum  products,  engi- 
neered materials,  is  perkmg  along  with  a  return  on  stockholders' 
equity  of  15%.  Making  small  chemical  acquisitions.  Board's  asked 
him  to  stay  at  least  three  years  past  normal  retirement. 


WOOLWORTH  (F.  W.) 

HAROLD  E.  SELLS 


New  York,  N  Y.  212-553-2000 
SALES:  $8.1  Ml.    PROFITS:  $288  mil. 


MARKET  VALUE:  $4.4  Ml. 

►  Born  7/15/28  Ozark,  Ark.  Career  path- 
merchandising/  marketing;  tenure-44  years,  CEO  3  years.  Com- 
pensation: 1988  salary  &  bonus,  $1,205,000;  ownership,  33,000 
shares.  ►  He's  speeding  up  his  aggressive  expansion  of  special- 
ty-store business.  Plans  to  add  778  new  units  by  end  of  year,  most 
in  footwear,  children's  apparel,  accessories.  Will  also  open  34 
new  general-merchandise  stores.  To  do  all  that,  will  spend  a 
record  $316  million,  up  15%  from  last  year's  capital  spending.  For- 
mer Arkansas  farm,  boy  loves  gardening. 
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WORTHINGTON  INDUSTRIES 

JOHN  H.  MCCONNELL 


Columbus,  Ohio  6U438-3210 
SALES:  $1  bil.    PROFITS:  $64  mil. 


MARKET  VALUE:  $953  mil. 

►  Born  5/10/23,  New  Manchester,  W.  Va.; 
State,  1949.  Career  path-merchandising/ 


BA  (business),  Mich 
marketing,  production/manufacturing;  tenure-34  years,  CEO  16 
years.  Compensation:  1988  salary  &  bonus,  $546,000;  ownership, 
1,816,000  direct,  3,975,000  indirect  shares.  ►  Steel  finisher  is  a  top 
performer.  Sales  of  everything  from  high-pressure  containers  to 
construction  material  have  been  booming.  He  intends  to  expand 
into  new  markets.  Adding  capacity  at  a  Michigan  processing 
plant.  Rumors  of  a  move  into  basic  steel  haven't  panned  out. 


WPL  HOLDINGS 


JAMES  Russell  Underkofler 

Madison,  Wis.  608-2524888 


SALES:  $601  mil.  PROFITS:  $62  mil. 
MARKET  VALUE:  $623  mil. 


►  Born  10/25/23,  Baraboo,  Wis.;  attended 
of  Wis.  Law,  1950.  Career  path-finance/ac- 


Rutgers;  LLB,  U 
counting;  tenure-48  years,  CEO  21  years.  Compensation:  1988  sal 
ary  &  bonus,  $292,000;  ownership,  14,000  shares.  ►  Spurned  suit 
or.  Proposed  buy  of  Madison  Gas  &  Electric  for  $267  million  stock 
swap  rejected,  frustrating  hope  to  expand  utility  side  by  acquisi- 
tion-at  least  for  now.  Gets  high  marks  for  steady  management, 
diversifications  into  environmental  engineering,  fiber  optics. 
Heir-apparent  Erroll  Davis  named  head  of  operating  company. 


WRIGLEY  (WM.)  JR. 

WILLIAM  WRIGLEY 


Chicago,  III.  312-6U-2121 

SALES:  $891  mil.    PROFITS:  $87  mil. 


MARKET  VALUE:  $1.8  bil. 

►  Born  1/21/33,  Chicago,  111.;  BA,  Yale,  1954. 
Career  path-administration;  tenure-33  years,  CEO  29  years. 
Compensation:  1988  salary  &  bonus,  $610,000;  ownership,  425,000 
direct,  5,162,000  indirect  shares.  ►  Continues  to  chew  up  competi- 
tion with  inventive  marketing,  clever  pricing,  new  products.  Ex- 
tra brand  passed  Trident  as  No.  1  sugar-free  gum.  Working  with 
California  company  on  flavor-extending  technology.  Momentum 
building  overseas,  where  unit  volume  grows  in  double  digits. 
Founder's  grandson  put  namesake's  son,  25,  on  board  last  year. 


XEROX 


DAVID  T.  KEARNS 

Stamford,  Conn.  203-968-3000 

SALES:  $16  bil.    PROFITS:  $388  mil. 


MARKET  VALUE:  $7  bil. 

►  Born  8/11/30,  Rochester,  N.  Y.;  BA  (busi- 
ness admin.),  U.  of  Rochester,  1952.  Career  path-merchandising/ 
marketing;  tenure-18  years,  CEO  7  years.  Compensation:  1988 
salary  &  bonus,  $901,000;  ownership,  11,000  direct,  19,000  indirect 
shares.  ►  Likes  sports,  but  bad  back  forces  him  to  work  standing 
up.  Efforts  to  diversify  are  partially  successful:  Financial  ser- 
vices now  contribute  more  than  half  of  net.  But  equipment  reve- 
nues are  flat,  profit  margins  low,  Japanese  coming  on  strong  in 
copiers.  Pushing  for  alliances  with  outside  entrepreneurs. 


YELLOW  FREIGHT  SYSTEM 


GEORGE  EVERETT  POWELL  jR. 
Overland  Park,  Kan.  913-345-3000 
SALES:  $2  bil.    PROFITS:  $69  mil. 


MARKET  VALUE:  $906  mil. 


►  Born  6/12/26,  Kansas  City,  Mo.;  attended 
Northwestern.  Career  path-motor  freight  industry;  tenure-37 
years,  CEO  21  years.  Compensation:  1988  salary  &  bonus, 
$715,000;  ownership,  855,000  direct,  34,000  indirect  shares." 
►  Putting  the  pedal  to  the  floor  at  this  long-haul,  small-shipment 
trucker.  Nearly  10%  of  revenues  go  to  capital  investment,  build- 
ing terminals  and  buying  trucks.  Now  has  630  terminals  serving 
all  50  states  and  Canada.  His  father  brought  company  out  of 
bankruptcy,  and  he'll  turn  wheel  over  to  son  George  IH. 


ZENITH  ELECTRONICS 


JERRY  K.  PEARLMAN 
Glenview,  III.  312-391-7000 


SALES:  $2. 7  bil.    PROFITS:  $5  mil. 
MARKET  VALUE:  $415  mil. 
►  Born  3/27/39,  Des  Moines,  Iowa; 


BA, 

Princeton,  1960;  MBA,  Harvard,  1962.  Career  path-finance/ 
accounting;  tenure-18  years,  CEO  6  years.  Compensation:  1988 
salary  &  bonus,  $622,000;  ownership,  51,000  shares.  ►  Pushed  to 
choose  between  TVs  and  computers,  sticking  with  TVs.  As  stock 
slid  dangerously,  made  deal  to  sell  promising  PC  business  to 
Groupe  Bull.  Will  wipe  out  heavy  debt,  but  company  still  won't 
make  money  this  year.  Deep-pocketed  AT&T  is  partner  in  HDTV 
research.  But  technology  is  a  big  gamble. 


ZENITH  NATIONAL  INSURANCE 


Stanley  Robert  Za.\ 


Woodland  Hills,  Calif.  818-713-1000 

SALES:  $472  mil.    PROFITS:  $46  mil. 

MARKET  VALUE:  $401  mil. 

►  Born  11/28/37,  Chicago,  111.;  BBA,  U.  of 
Mich.,  1958;  JD,  U.  of  Mich.  Law,  1961.  Career  path-legal,  insur- 
ance; tenure-12  years,  CEO  12  years.  Compensation:  1988  salary 
&  bonus,  $1,350,000;  ownership,  133,000  direct,  69,000  indirect 
shares.  ►  Numbers  whiz  is  still  coping  with  aftershocks  from 
Proposition  103,  California  voters'  insurance  revolt.  He  fought  it 
hard,  lost,  and  now  Calfarm  unit  may  face  rate  rollbacks.  Prop. 
103  doesn't  affect  his  big  workers'  comp  business,  though.  A 
stock  buyback  totaling  1  million  shares  is  almost  complete. 


ZURN  INDUSTRIES 


GEORGE  H.  SCHOFIELD 


Erie,  Pa.  814-452-2111 

SALES:  $485  mil.    PROFITS:  $24  mil. 


MARKET  VALUE:  $500  mil. 
►  Bom  11/18/29,  Newark,  N.  J 


BS  (ind. 

1951.  Career  path-finance/accounting;  ten- 
1988  salary  &  bonus, 


mgmt.),  U.  of  Vt., 

ure-5  years,  CEO  5  years.  Compensation: 
$485,000;  ownership,  40,000  shares.  ►  Workaholic  GE  veteran  has 
shed  noncore  manufacturing  units,  brought  more  focus.  But  still 
something  of  a  grab  bag.  Businesses  range  from  waste-to-ener- 
gy systems  to  Lynx  golf  clubs.  Sees  most  growth  in  the  environ- 
mental side,  predicting  20%  growth  rate  through  1994.  Yet  com- 
petitors are  coming  on  strong  as  landfills  bulge. 


The  ceo  1000 
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Clark  Equipment  Company  is  proud 
to  be  part  of  Kentucky's  progress. 


Over  the  last  fifty  years  Clark  has 
delivered  more  industrial  lift  trucks 
than  any  other  company.  We  plan  to 
continue  to  be  the  industry's  leading 
truck  manufacturer,  and  our  "new 
Kv3ntucky  home"  is  helping  us  do 
jusl  [hat. 


cmRK 

1 

CLqRK 


Material  Handling 
Company 


333  W.  Vine  Street,  Lexington,  KY  40507 

A  business  unit  of  Clark  Equipment  Company 
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Mention  Kentucky  and  vis- 
ual images  abound  — 
bluegrass  and  mint  juleps, 
horses,  coal,  tobacco  and 
bourbon.  But  Kentucky,  home  of  Daniel 
Boone,  Abraham  Lincoln,  John  James 
Audubon,  Louis  Brandeis,  Kit  Carson 
and  a  host  of  others  prominent  in  the  arts, 
politics,  sports  and  industry,  is  far  more 
than  mere  images.  It  is  a  state  that  values 
progress,  a  state  with  a  keen  understand- 
ing of  the  importance  of  economic  diver- 
sity and  the  strong  development  of  both  its 
urban  and  rural  communities.  Setting  a 
clear  course  for  the  1990  s  and  beyond, 
more  than  42,000  new  jobs  were  created 
in  Kentucky  last  year  In  addition,  116 
new  plant  locations  and  605  plant  expan- 
sions were  announced  in  1 988 .  The  roster 
of  industrial  giants  that  have  production 
facilities  in  Kentucky  includes  such 
names  as  IBM,  General  Motors,  Ford 
Motor  Company,  General  Electric  Com- 
pany, Clark  Material  Handling  Com- 
pany, Texas  Instruments,  3-M  Company, 
Ashland  Oil  and  Rockwell  International. 
Foreign  manufacturers  have  discovered 
Kentucky  and  in  recent  years  have  infused 
some  $3.3  billion  in  125  manufacturing 
facilities  throughout  the  state.  Kentucky 
officials  say  the  message  is  loud  and  clear; 
Kentucky — all  of  Kentucky  —  is  open  for 
business. 

"Kentucky's  business  climate  is  better 
than  ever,"  says  Wallace  G.  Wilkinson, 
Governor  "Kentucky  is  more  aggressive 
and  more  competitive  than  we  have  been 
in  a  long  time.  That  spirit  is  spilling  over 
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"Kentucky  is  a  new  frontier  of 
opportunity  for  ail  kinds  of 
businesses. " 

Governor  Wallace  G.  Wilkinson 


into  all  areas,  particularly  education, 
where  we  are  in  the  process  of  rebuilding 
our  school  system.  One  of  our  goals  is  to 
make  education's  role  a  more  significant 
one  in  economic  development  strategy." 


FACTORS  FOR  GROWTH 

Like  the  earliest  settlers  who  had 
vision  to  push  west  to  the  frontier  of  Ke 
tucky,  today's  Kentuckians  are  imbuei 
with  a  strong  sense  of  initiative  an 
creativity  and  a  determination  to  succee 

And  they  appreciate  the  variety  of  f 
tors  that  have  combined  in  recent  years  t 
ensure  Kentucky's  continued  economi 
growth.  From  government  and  corporal 
offices  to  fields  and  factories.  Ken 
tuckians  cite  any  number  of  these  factor 
as  reasons  for  their  commitment  to  th 
state. 

•  LOCATION  Considered  the  mos 
northern  of  the  southern  states  and  th< 
most  southern  of  the  northern  states 
Kentucky  is  located  in  the  south  centr 
United  States,  along  the  west  side  of  th 
Appalachian  Mountains  and  is  bordere 
by  seven  states.  The  Ohio  River  run 
along  the  state's  northern  border,  whil 
the  Mississippi  River  runs  along  Ken 
tucky 's  western  end.  As  for  market  ac 
cess,  Kentucky  is  situated  in  the  center  o 
the  eastern  U.S.  industrial  and  consume 
markets,  within  500  miles  of  about  6 
percent  of  the  population  and  73  percent^ 
of  all  manufacturing  production  in  the 
country.  Regional  markets  are  also  easily 
served  from  Kentucky's  strategic  loca- 
tion midway  between  the  large  mid- 
western  and  the  growing  southeastern 
market. 

•  TRANSPORTATION  Kentucky 
boasts  of  an  excellent  transportation  sys 
tem,  including  about  70,000  miles  of 
federal,  state  and  local  highways,  and 


Ford  Molor  Company  — jusi  one  member 
of  Kenutcky's  "aiilo  dllew" 


Humana  Inc.  is  widely  recognized  for  its 
implementation  of  Jarvik-7  artificial  hearts. 


Massachusetts 
$183,300 


Pennsylvania 
$131, WO 


Virginia 

$128,000 


Illinois 

$103,000 


Georgia 
$98,100 


Kentucky 
$92,400 


Why  More  And  More  Businesses  Are 
Making  Their  Home  In  Kentucky. 


As  you  can  see,  living  in 
Kentucky  is  a  bargain.  But  what 
makes  Kentucky  a  real  value  is  not 
just  our  cost  of  living,  but  our 
quality  of  living. 

Here  you're  surrounded  by 
natural  beauty.  With  44  state  parks 
to  help  you  enjoy  it.  Plus,  an 
exceptional  wealth  and  diversity  of 
cultural,  social  and  entertainment 
opportunities. 


To  find  out  more  about  the 
advantages  of  making  your  home 
in  Kentucky,  write  the  Cabinet  for 
Economic  Development,  Capitol 
Plaza  Tower,  Frankfort,  KY  40601, 
or  call  1-800-626-2930  (in  KY 
1-800-633-2007). 


For  Information  Fast 


ENTUCKY 

m  JOT  Business 


Source:  WEFA  1988  Statistics 


Call  1-800-888-8237 


Wallace  G.  Wilkinson,  Governor 


1300  miles  of  combined  interstate  and 
parkway  systems.  There  are  more  than 
1 100  miles  of  commercially  navigable 
waterways  throughout  the  state,  as  well 
as  five  public  riverports  in  operation  and 
another  four  under  development.  The 
opening  of  the  Tennessee-Tombigbee 
Waterway  running  from  Paducah  to 
Mobile  gives  Kentucky  another  outlet  to 
the  Gulf  of  Mexico.  Four  commercial 
airports,  one  of  which  is  international, 
and  six  airports  in  adjoining  states,  serve 
Kentucky.  So,  too,  does  a  rail  system  of 
2800  miles  of  track,  with  connections  to 
major  rail  trunk  lines  throughout  the  na- 
tion, allowing  for  easy  distribution  of 
manufactured  goods  and  raw  materials  to 
a  massive  industrial  and  consumer  mar- 
ketplace. The  state's  transportation  sys- 
tem is  recognized  by  such  companies  as 
United  Parcel  Service,  which  operates  its 
major  U.S.  air  hub  and  terminal  in 


Louisville,  a  reason  why  it  makes  sense 
for  businesses  to  locate  in  Kentucky. 

•  WORKFORCE  Kentuckians  are  a 
"spirited,  healthy,  hopeful  and  energetic 
peopic  wich  a  strong  work  ethic,"  accord- 
ing to  Gary  D.  Bello,  President  of  Clark 
Material  ■  ; and! ing  Company.  Known  to 
subscribe  to  a  y.ork  ethic  of  "a  good  day's 
work  for  a  good  day's  pay,"  Kentucky's 
workforce  is  higiiiy  productive,  loyal  and 
dedicated  to  qu-  iity.  Absenteeism  and 
turnover  rates  typically  run  below  the 
national  average.  According  to  data  from 
the  U.S.  Bureau  of  the  Census  in  its  1986 
"Annual  Survey  of  Manufacturers," 
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Kentucky's  workforce  exceeds  the  U.S. 
average  for  value  added  per  manufactur- 
ing worker  by  18.6  percent. 

Concerted  efforts  by  labor,  manage- 
ment, and  community  leaders  have  con- 
tributed significantly  to  progress  in  re- 
cent years  toward  Kentucky's  nationally 
recognized  positive  labor  climate.  Today, 


labeled  Ford  the  city's  "shining  labor- 
management  star."  Throughout  Ken- 
tucky construction  trades  have  negotiated 
no  strike  clauses  for  several  new  con- 
struction projects. 

•  FAVORABLE  TAX  STRUCTURE 
Kentucky's  state  and  local  tax  burden  per 
capita  is  considered  one  of  the  fairest  in 
the  nation.  A  1985  study  by  the  Advisory 
Commission  on  Intergovernmental  Rela- 
tions ranked  Kentucky  first  on  the  basis 
of  having  the  country's  most  balanced  tax 
system.  "The  state  has  maintained  a 
fairly  stable  tax  policy  over  the  last  dec- 
ade," a  factor  that  is  particularly  attrac- 


ti 


Keenekuul  Racetrack  In  LcMiii^lon. 


Kentucky  boasts  a  myriad  of  pro- 
gressive, cooperative  efforts  that  have 
united  labor  and  management.  For  exam- 
ple, improved  labor-management  rela- 
tions and  increased  product  quality  have 
brought  national  attention  to  the  Ford 
Motor  Company's  Louisville  assembly 
plant.  The  U.S.  Department  of  Labor 


tive  to  businesses  and  individuals,  ex 
plains  Merl  Hackbart,  Associate  Dean  of 
the  College  of  Business  and  Economics 
at  the  University  of  Kentucky.  And  the 
state's  tax  laws  contain  a  number  of  in- 
centives for  businesses,  especially  those  i^hiij 
pertaining  to  property  taxes  and  state 
sales  and  use  taxes. 


A  family  of  printers 
from  Kentucky  that  will  go  to  any 
lengths  (or  widths)  to  please  you. 


if 


IBM  Proprinters,  like  other  IBM 
Lexington  products,  offer  you 
state-of-the-art  solutions  for  a  good 
many  of  your  business  needs. 

The  IBM  Proprinter  family,  made  in  Lexington. 
Kentucky,  is  the  Idnd  of  family  that  can't  do  enough 
for  you. 

Every  IBM  Pioprinter  can  handle  multi-part 
forms,  correspondence,  envelopes,  graphics,  spread- 
sheets, mailing  labels,  and  just  about  any  printing 
job  you  can  imagine. 

And  because  every  Proprinter  shares  important 
IBM  engineering  innovations,  like  their  streamlined 
mechanics  and  convenient  front  feed,  they  can 

IBM  IS  a  registered  trademark  and  Proprinter  is  a  trademari^  of  International  Business  Machines  Corporation  ©  1989  IBM  Corp 


!  1 


accommodate  this  wide  range  of  applications  with 
exceeding  ease,  reliability,  and  value. 

To  see  which  IBM  Pro[)rinter  is  the  best  solution 
for  your  business  needs,  ask  your  IBM  Authorized 
Dealer  or  IBM  marketing  representative  to  introduct 
you  to  the  whole  family.  Find  your  nearest  dealer  by 
calling  1  800  IBM-2468,  ext.  188. 


•  REASONABLE  COSTS  Unlike  other 
areas  of  the  country,  Kentucky  still  has 
land  available  at  very  reasonable  costs 
for  industrial  development.  An  ample 
number  of  fully-developed  industrial 
sites  are  available  in  the  price  range  of 
$5,000  to  $20,000  per  acre.  Almost 
every  community  in  Kentucky  is  devel- 
oping industrial  sites,  comnlete  with  ac- 
cess roads  and  infrastructure,  along  inter- 
state highways  and  in  rural  areas. 
Moreover,  construction  costs  in  the  state 
are  relatively  inexpensive.  And  based  on 
data  compiled  by  the  U.S.  Department  of 
Energy,  Kentucky's  average  costs  state- 
wide for  various  industrial  electric  loads 
are  the  lowest  of  any  state  east  of  the 
Mississippi  River. 

•  NATURAL  RESOURCES  Ken 
tucky  has  been  blessed  with  an  abun- 
dance of  natural  resources.  The  total 
value  of  Kentucky's  mineral  production 
in  1987  was  nearly  $4.8  billion,  with 
coal,  natural  gas,  crushed  stone  and  pe- 
troleum topping  the  list.  For  several  dec- 
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ades,  Kentucky  led  the  nation  in  coal 
production;  in  fact,  only  eight  countries 
in  the  world  produce  more  coal  annually 
than  Kentucky.  "Energy-intensive  indus- 
tries ought  to  be  looking  at  places  like 
Kentucky,"  claims  S.O.  Ogden,  Chair- 
man and  CEO  of  Island  Creek  Corpora- 
tion and  Chairman  of  the  Kentucky  Coal 
Association.  "This  is  the  prudent  thing  to 
do,  to  locate  in  Kentucky  and  harvest  the 
energy  on  the  spot."  And  many  might  be 
surprised  to  learn  that  Kentucky  ranks 
fourth  in  the  U.S.  in  the  production  and 
export  of  hardwood  timber  Kentucky  has 
11.9  million  acres  of  commercial  forest 
land  —  47  oercent  of  the  state's  land  area. 

QUALITY  OF  LIFE  Those  who 
were  bom  and  raised  in  Kentucky,  as  well 


PUBLIC-PRIVATE  PARTNERSHIPS 


The  public-private  partnerships 
being  forged  throughout  the 
state  are  clear  evidence  of  the  mo- 
mentum for  growth  and  prosperity 
that  has  been  created  in  recent  years 
in  Kentucky.  One  of  the  best  exam- 
ples of  this  is  the  Greater  Louisville 
Economic  Development  Partnership, 
formed  by  business  and  government 
leaders  to  strengthen  the  economy  of 
the  entire  Louisville  region,  cover- 
ing seven  counties  and  crossing  state 
lines  into  Indiana.  Since  it  was 
founded  in  1987,  the  partnership  has 
surpassed  its  goal  of  $10  million  to 
finance  its  economic  development 
strategy.  The  business  community  in 
the  area  has  also  led  a  $10  million 
drive  to  place  computer  labs  in  every 
.fctferson  County  Public  School. 
Miiivi.'fg  a  dramatic  rebound  from  the 
rcc  :.- •  '>n  days  of  the  early  80's, 
J.otiisviilc  has  undergone  a  transfor- 
m-. that  currently  includes  a 
$3'      •  i;ion  airport  expansion. 
"Th       Ti'^ville  market  is  at  the 
poir;         -  king  a  quantum  leap  in 
econo.      '  velopment,"  says 
George        ill,  President  and  Pub- 
lisher of  T  .  I  "ourier- Journal  and 


Chairman  of  the  Board  of  the  Part- 
nership. "The  environment  these 
days  is  as  conducive  to  cooperation 
and  coalition-building  as  it  has  ever 
been.  Everyone  is  ready  to  get 
behind  a  unified  regional  push." 

In  Lexington,  the  leadership  of  the 
merged  urban-county  government 
has  joined  forces  with  the  primary 
community  development  groups  to 
form  Lexington  United,  aimed  at 
coordinating  Lexington's  future 
growth.  Composed  of  members  of 
the  local  chamber  of  commerce,  the 
tourism  commission,  economic  and 
industrial  development  groups  in  the 
surrounding  counties  and  major  in- 
stitutions of  higher  learning  in  the 
area,  Lexington  United  has  had 
"tremendous  influence,"  according 
to  Edward  T.  Houlihan,  President  of 
the  Lexington  Chamber  of  Com- 
merce. "Because  of  our  cooperation 
and  unity,  we  can  get  so  much 
accomplished."  The  volunteer  orga- 
nization serves  as  a  model  for  other 
communities,  who  come  to  Lex- 
ington to  see  how  the  concept 
works. 


Coal  conveyer  and  stockpile  in  \vestei-nM.tM. 
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as  those  who  later  made  it  their  home 
point  with  pride  to  the  state's  natural 
beauty  and  its  kaleidoscope  of  cultural 
recreational  and  social  opportunities 
Kentucky,  they  declare,  is  not  only 
good  place  to  work,  it's  a  great  place  to 
li ve .  For  one ,  the  state 's  housing  costs  are 
among  the  lowest  in  the  nation.  Ther 
there  is  Kentucky's  state  park  system 
one  of  the  most  outstanding  in  the  Unitec 
States,  ranging  from  parks  with  scenic 
mountains  and  streams  to  others  witi 
man-made  lakes,  historical  themes  and 
variety  of  accommodations.  Throughou 
the  year,  there  are  numerous  county  fairs 
community-festivals  highlighting  th 
state's  folk  heritage  and  arts  celebrations 
This  year  marked  the  fifth  anniversary  o 
the  Kentucky  Center  for  the  Arts  i 
Louisville,  home  of  five  resident  art 
groups,  which  featured  a  vast  array  o 
performers  and  personalities,  includin 
Vladimir  Ashkenazy,  Mikhail  Barysh 
nikov.  Cab  Calloway,  the  Dance  Theatr 
of  Harlem,  the  Israel  Philharmonic,  Tei 
Koppel,  Nancy  Reagan,  Miles  Davis  an 
Lena  Home.  "We  are  one  of  the  grec 
regional  arts  centers  in  the  country, 
states  Marlow  Burt,  President  of  the  Ker 
tucky  Center  for  the  Arts.  "We  have  co 
sistently  strong  corporate  support  for  thj 
arts  in  Kentucky  .  .  .  and  the  state  is  ' 
major  player  in  the  vitality  of  the  arts.'' 
As  for  health  care,  Kentucky  is  hom| 
to  the  Jewish  Hospital  of  Louisvilk; 
where  state-of-the-art  hand  microsur^J 
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^ntucky. 


;ry  is  performed  daily,  as  well  as  several 
ather  major  health  care  institutions,  such 
as  Humana,  Inc.,  headquartered  in 
Louisville,  which  is  the  second  largest 
private  health  care  group  in  the  country 
and  known  for  its  implementation  of 
Jarvik-7  artificial  hearts. 

KEMTUCKrS  EXPANDING 
ECONOMY 

"There  is  a  sense  of  energy  in  Ken- 
tucky that  has  never  been  present  be- 
fore," exclaims  Governor  Wilkinson. 
There  is  a  sense  of  risk  taking,  by  gov- 
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emment  and  private  industry,  and  a  sense 
of  vision  .  .  .  that  has  permeated  the 
whole  state." 

Nowhere  is  this  more  apparent  than  in 
Kentucky's  commitment  to  the  economic 
revitalization  of  its  rural  areas.  Governor 
Wilkinson  has  gone  on  record  as  saying 
that  until  every  county  in  Kentucky  pros- 
pers, Kentucky  will  not  prosper,  and  he 
has  set  the  pace  for  such  programs  as 
KREDA  (see  box)  and  the  Bluegrass 
State  Skills  Corporation.  During  1988, 
74  percent  of  the  new  jobs  created  were  in 
rural  areas  of  the  state.  Other  initiatives 
have  been  most  successful  in  attracting 
industry  to  rural  counties,  and  in  creating 
appropriate  infrastructures  there. 

Recognizing  the  importance  of  eco- 
nomic diversity,  Kentucky  officials  are 
also  doing  much  to  promote  and  encour- 
age a  wide  range  of  industries  to  expand 
the  state's  economic  base.  Today,  Ken- 
tucky is  considered  a  modem  industrial 
state,  with  manufacturing  accounting  for 
about  one  quarter  of  the  state's  total  gross 
product.  Kentucky's  manufacturing  in- 
dustries have  developed  strongly  in  just 
the  past  few  decades.  Only  20  percent  of 
the  state's  existing  industrial  plants  were 
built  before  World  War  II;  nearly  75  per- 
cent were  established  since  1950  and  40 


percent  since  1960.  Steel,  aluminum, 
chemicals  and  machinery  production 
help  formulate  Kentucky's  solid  indus- 
trial base.  About  175  of  the  United 
States'  largest  industrial  corporations 
have  production  facilities  in  Kentucky; 
many  of  them  have  more  than  one. 

Other  manufacturing  sectors  are  also 
strong,  further  ensuring  that  the  state  is 
not  overly  dependent  on  any  one  indus- 
try. These  sectors  include  transportation 
equipment,  chemicals,  electrical  and 
non-electrical  machinery,  printing  and 
publishing  and  food  products.  The  state's 
apparel  industry  is  also  flourishing.  Paris 
(not  France,  but  Paris.  Kentucky)  has  for 
two  decades  been  the  home  of  Kentucky 
Textiles,  the  contract  knitwear  manufac- 
turer behind  such  labels  as  Speedo 
Swimwear  and  Jockey  International. 

Following  the  lead  established  by  Gen- 
eral Motors'  sole  Corvette  production 
plant  and  two  Ford  Motor  Company  fa- 
cilities, Toyota  announced  in  1985  its 
decision  to  build  an  $800  million  facility 
in  Kentucky,  its  first  full  assembly  plant 
in  the  U.S.  As  a  result,  the  state  has 
become  the  center  of  what  has  been 
called  the  new  "auto  alley"  —  Kentucky, 
Ohio,  Indiana  and  Tennessee.  General 
Motors'  Corvette  plant  is  located  in 
Bowling  Green  and  Ford  has  two  plants 
in  Louisville.  Moreover,  since  Toyota's 
Georgetown  facility  opened  its  doors, 
there  has  been  an  average  of  one  new 
automotive  components  plant  opening  in 
Kentucky  each  month. 
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High-Tech  Growth 

In  the  area  of  high-tech,  the  focus  is  on 
some  of  the  state  "s  innovative  programs 
and  processes.  Kentucky  is  in  the  fore- 
front of  the  robotics  revolution  (see  box), 
while  its  network  of  fiber  optics  serves 
communities  and  businesses  throughout 
the  state.  Kentucky  can  also  point  with 
pride  to  its  Technology  Applications 
Center  (TAC).  a  public  service  outreach 
program  of  the  Uni\ersity  of  Kentucky 
and  the  National  Aeronautics  and  Space 
Administration.  Created  in  1977  to  pro- 
vide information  and  assistance  in  prob- 
lem-solving to  government,  business  and 
industry,  and  education,  the  Center  pro- 
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entitled  "Profiting  from  Innovation."  par- 
ticipants gave  Kentucky  higher  ratings 
than  any  of  48  previously  held  regional 
innovation  workshops.  An  outgrowth  of 
this  workshop  was  the  development  of 
the  Kentucky  Inventors  Association. 

In  recent  months,  the  University  of 
Louisville  joined  with  South  Central  Bell  in 
conjunction  with  the  state's  Economic  De- 
velopment Cabinet  to  form  a  Telecom- 


A  LEADER  IN  ROBOTICS 

Since  the  state  funded  the  crea- 
tion in  1987  of  the  Center  for 
Robotics  and  Manufacturing  Sys- 
tems at  the  University  of  Kentucky 
in  Lexington,  Kentucky  has  begun 
to  emerge  on  the  cutting  edge  of 
robotics  technology.  The  Center  was 
recently  completed,  at  a  cost  of  SIO 
million,  with  the  assistance  of  IBM. 
which  provided  advisors  and  funds. 
The  Center  contains  a  working  man- 
ufacturing area  for  the  analysis  of 
production  operations  and  the  en- 
gineering and  design  of  computer- 
integrated  production  systems.  With 
an  emphasis  on  multi-year,  multi- 
technology  projects,  as  well  as  in- 
dustrial relevance,  the  Center  aims 
to  help  companies  with  manufactur- 
ing problems  and  technology  trans- 
fer. The  Center,  part  of  UK's  College 
of  Engineering,  will  also  be  turning 
out  graduate  engineers  who  can 
assist  the  state's  industries  with  the 
modernization  of  their  manufactur- 
ing systems.  And,  it  is  anticipated 
that  the  Center  will  make  important 
contributions  in  robotics  applications 


connected  not  only  with  manufactur- 
ing, but  also  in  the  hazardous 
environments  —  such  as  those 
undersea,  underaround.  in  nuclear 


play  an  important  role  in  the  state's  eca 
nomic  future.  Kentucky  is  the  nation 
second  leading  coal-producing  state.  No 
only  does  coal  generate  more  than  9t 
percent  of  Kentucky's  low-cost  elec 
tricity.  coal's  54. 3  billion  product  ac 
counts  for  almost  90  percent  of  the  tota 
value  of  mineral  production  in  Kentucky 
According  to  official  calculations.  Ken 
tucky's  energy  reserv  es  in  coal  are  equiv 
alent  to  approximately  90  percent  of  th 
Persian  Gulf  reser\'es  in  oil. 

Though  it  has  been  going  through  dii 
ficult  times.  Kentucky's  coal  industry'  "i 
a  major  institution,  both  economicall 
and  culturally."  says  Gerald  T.  McPhee 
Director  of  Government  Relations  for  th 
Island  Creek  Corporation.  He  adds  th 
the  industry  is  considering  altemativ 
ways  of  using  coal  and  of  participating  i 
the  growing  export  market  for  coal.  "W 
have  a  state  administration  that  i 


IBM  robotic  manufacturing  system  at  their  tacilii\  in  Le.\ini;ton. 


reactors  and  on  construction  projects 
—  in  agriculture,  mining  and  in 
biomedical  applications,  including 
microsurgery  and  robotic  prostheses. 


moles  the  secondary  uses  of  NASA  tech- 
nology a  iu  fav-iiitates  technology  trans- 
fer througn  its  iniormation  services  and 
technical  asiist.  ncc  And  Kentucky's 
Ashland  Chemic:ii:.,  which  uses  ad- 
vanced technologies,  is  the  largest  car- 
bon fiber  plant  in  the  L'.S. 

Kentucky  also  encourages  innovation, 
hosting  National  Innovation  Workshops. 
At  a  recent  one.  held  in  Louisville  and 


munications  Research  Center,  which  w  ill  go 
into  operation  in  December  "Telecommun- 
ications is  the  industry'  of  the  future."  de- 
clares Bob  Taylor.  Dean  of  the  College  of 
Business  and  Economics  at  the  University 
of  LouisviUe. 

Strength  of  Traditional  Industries 

While  all  of  this  is  taking  place.  Ken- 
tucky's traditional  industries  continue  to 


strongly  behind  coal,  working  for  o| 
industry,  and  we  have  a  population  he 
that  understands  coal." 

The  total  value  of  Kentucky's  minei 
production  in  1987  was  S4.8  billion  d( 
lars.  In  addition  to  coal,  principal  min( 
als  produced  were  natural  gas.  crush 
stone,  and  petroleum.  Tobacco  contintt 
to  be  an  important  part  of  Kentuck  » 
economy.  In  1986.  Kentucky  was  t; 
second-ranked  tobacco-producing  st; 
in  the  nation  and  the  number  one  pi 
ducer  of  hurley  tobacco. 

The  state  is  also  proud  to  be  the  coq  • 
rate  home  of  Ashland  Oil.  Inc..  the  5:  i 
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There's  more  than  one 
kind  of  Thoroughbred  in 
^ntucky  s  Bluegrass  Regioi 


For  example,  IBM  Corporation  is 
located  here.  So  is  Toyota  Motor  Manu- 
facturing, U.S.A.,  Inc.,  where  Camrys 
are  made.  Both  companies  made  the 
Bluegrass  their  home  because  of  our 
intelligent  and  highly  skilled  work  force. 

Ashland/Valvoline  Oil,  General  Elec- 
tric, Rand  McNally,  North  American 
Phillips,  and  Corning  Glass  have  also 
been  here  for  years.  They  say  our  quali- 
ty of  life  can't  be  beat. 

The  thoroughbred  companies  that 
love  our  easily  accessible  location  — we  re 
within  500  miles  of  three-quarters  of  all 
U.S.  markets  — are  many.  Among  them 
are  Whirlpool  Corp.,  American  Stand- 
ard, Link-Belt  Corp.,  Square  D  Corp., 
Clark  Equipment,  Procter  &.  Gamble, 
and  GTE  Products 

To  help  all  of  these  companies  and 
many  others  do  business  with  the  world, 
we  recently  established  the  Kentucky 
World  Trade  Center.  And  lending  edu- 
cational support  to  all  of  the  companies 
that  call  the  Bluegrass  region  home  are 
fi\  e  colleges  and  three  universities,  in- 
cluding the  highly  respected  University 
of  Kentucky. 

Now  that  you  know  there  are  many 
reasons  why  our  beautiful  city  of  Lex- 
ington, the  heart  of  the  Bluegrass  region, 
IS  called  the  Thoroughbred  Capital  of 
the  World,  we  urge  you  to  consider 
making  it  your  business's  next  address. 
We  guarantee  that  you'll  enjoy  your 
new  thoroughbred  distinction  and  new 
Kentucky  home. 


Lexington 

Nurturing  business  since  1775 

For  more  information  contact: 
Mayor  Scotty  Baesler  1606)  258-3131 


Kentucky's  Well  Capped  Secret 


Vv'lien  it  comes  to  getting  an  educa- 
tion, Keiitucky  really  stands  out  in  the 
crovi!  Again  last  year,  we  enrolled 
m(;!X'  M  1' Jents  of  all  ages  and  gradu- 
ated n  :•; ;;  •  (--.Ighly-qualified  p(Xential 
eniplo)  i.  s  i'  1 1  ever  before. 

No  mwiv-i    ' ^,ere  you  l(X)k  in  Ken- 
tucky you  ll  fi    an  educated,  capable 
work  force.  B-.  ause  every  part  ( )f  our 
;v.aie  is  covereu !  )\  ( )ur  43  centers  of 
b-vhcf  learning,  including  8  suite-sup- 
pOi    .1  uni\  ersities  -  Eastern  KentucKv 


University  Kentucky  State  Universit); 
Morehead  State  Universit};  Murray 
State  University,  Northern  Kentucl<\' 
University  Universitv  of  Kentucky, 
Universiti'  of  Louisville  and  Western 
Kentuck-)'  Universit\'-  21  independent 
liberal  arts  colleges  and  universities, 
plus  widely  acclaimed  community 
college  {3rograms  across  the  state. 

If  you're  looking  to  relocate  or 
expand,  discover  how  our  environ- 
ment for  growing  graduates  is  creat- 


ing an  outstanding  environment  for 
growing  your  business.  Write  die 
Cabinet     Economic  Development, 
Capital  Plaza  Tower,  Frankfort,  K\' 
40601.  Or  call  1-800-626-2930  ( in  KT 
1-800-633-2007). 


ENTUCKY 

len  for  Business 


''''lis 


.1. 


Wallace  G.  Wilkinson,  Governor 


"IVe  are  combining  forces 
witti  the  University  of 
Louisville  and  the  Kentucky 
Cabinet  for  Economic 
Development  to  create  a 
telecommunications  center 
that  will  apply  emerging 
communications  technology 
to  business. " 

Stan  Dickson 
South  Central  Bell 


"Availability  of  technical 
training  from  Morehead  State 
University  helped  influence  us 
to  relocate  this  product  line  to 
Kentucky  and  later  to  more 
than  double  our  workforce. " 

Tom  Konrad 
SealMaster  Bearings 
Emerson  Electric  Co. 

"Western  Kentucky 
University's  ability  to  provide 
on-site  college  accredited 
courses  to  our  Corvette 
employees  is  a  tremendous 
opportunity  for  them  to  begin 
or  complete  their  college 
education. " 

PaulJ.  Schnoes 
General  Motors  Corporation 


"Kentucky's  21  independent 
colleges  are  supporting 
hundreds  of  businesses 
locating  in  the  Common- 
wealth by  providing 


'special  advertising  section* 

EMPHASIS  ON 
EDUCATION 

The  education  agenda  in 
Kentucky  has  increasingly  become 
a  high  priority  of  state  and  local 
officials,  who  are  dedicated  to 
raising  its  standards  and  its  diversity. 
Many  corporate  executives  point 
with  pride  to  the  progress  made  in 
higher  education  in  Kentucky  in 
recent  years. 


educational,  research  and 
cultural  opportunities." 

Robert  W.  Best 
Texas  Gas  Transmission 
Corporation 

"The  University  of  Kentucky 
Community  College  System 
has  developed  valuable 
partnerships  with  business. 
For  example,  Somerset 
Community  College's  work 
with  Tecumseh  and  others 
has  earned  national 
recognition. " 

John  Carlock 
Tecumseh  Products  Company 


"IBM  enjoys  a  special 
partnership  with  the 
University  of  Kentucky  and 
other  neighboring  colleges 
and  universities.  These 
partnerships  make  Kentucky 
attractive  to  IBM  and  other 
businesses." 

Kailash  C.  Joshi 
IBM 

"Northern  Kentucky 
University  enriches  this  region 
beyond  measurement.  The 


business  community  benefits 
from  its  graduates,  faculty, 
and  programs.  Business 
people  treasure  this  fine 
university. " 

Clifford  R.  Borland 
MS  Group,  Inc. 


"Toyota  has  formed  a  lifelong 
relationship  with  Kentucky 
State  University.  KSU  was 
instrumental  in  our  hiring 
process  through  expert 
management  of  the  Toyota 
Assessment  Center  at  KSU 
for  more  than  two  years. " 

Fujio  Cho 
Toyota  Motor  Manufacturing, 
U.S.A,  Inc. 

"The  Workplace  Uteracy 
Partnership  between 
Appalachian  Computer 
Services  and  Eastern 
Kentucky  University  has  paid 
real  dividends  by  improving 
the  skills  of  our  staff  and  their 
productivity. " 

Bill  Deaton 
Appalachian  Computer  Services 


"Murray  State  University  and 
its  College  of  Industry  and 
Technology  were  major 
factors  in  our  decision  to 
locate  our  manufacturing 
facility  in  Murray,  Kentucky, " 
D'ck  Fotsch 
Briggs  &  St-    'or>  Corp. 
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■ansferable  6/60  powertrain  iwarraiity. 

Covers  you  and  futiire  owners  on  major 
)wertrain  components  for  6  years/60,000 
iles.  Ask  to  see  a  copy  of  this  limited  war- 
nty  at  yom- Ford  Dealer. 

est-built  American  cars. 

The  best-built  American  cars  are  built 
Ford,  This  is  based  on  an  average  of 
[Dnsumer-reported  problems  in  a  series  of 


surveys  oi  a 
models  designed  and  built  in  North  America. 
At  Ford,  "Quality  is  Job  1." 
Taurus  for 1990  comes  equipped  with  a 
driver  air  bag  supplemental  restraint 
^stran. 


Ford  Taurus 

Have  you  driven  a  Ford. -.lately? 


largest  industrial  corporation  in  the  U.S. 
and  a  long-time  active  participant  on  be- 
half of  Kentucky  education.  Ashland 
Oil,  Inc.  is  the  producer  of  fine  products 
such  as  Valvoline  oil. 

As  for  the  horse  industry,  "Kentucky's 
relationship  with  horses  is  long-stand- 
ing, its  love  of  racing,  breeding  ...  it 
permeates  our  whole  way  of  thinking," 
explains  Thomas  H.  Meeker,  President  of 
Churchill  Downs.  But  beyond  the  love  of 
horses  is  the  fact  thai  the  industry,  whose 


epi.  lund  among  the  lush  and 

sprawling  thoroughbred  horse  farms 
around  ixxington,  is  a  source  of  much 
revenue  ior  (he  state.  The  Kentucky 
Derby  Festival  aione  draws  250,000  vis- 
itors and  generates  820  million  each  year 
One  of  the  outstanding  tourist  attractions 
in  the  U.S.  is  the  Kentucky  Horse  Park,  a 
1000-acre  park  located  along  1-75,  dedi- 
cated to  horses  and  featuring  the  Rolex 
Championship  three-day  event,  and  the 
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Calumet  Farm  Trophies.  It  is  also  home 
to  the  U.S.  Polo  Association. 

The  Kentucky  Fair  &  Exposition  Cen- 
ter, with  700,000  square  feet  under  one 
roof,  and  with  another  wing  currently 
under  construction,  is  one  of  the  largest 
facilities  of  its  kind  in  the  country. 

Tourism  is  big  business  in  Kentucky, 
which  is  not  surprising  in  a  state  of  such 
natural  beauty.  In  recent  years,  tourism 
has  been  one  of  the  largest  revenue-pro- 
ducing industries  in  the  state,  as  well  as  a 


Kentucky  became  the  first  Americ 
state  to  issue  bonds  on  the  Japanese  m 
ket.  The  Kentucky  Development  Finar 
Authority  issued  the  ten-year  bonds  at 
interest  rate  of  5.23  percent  and  will 
the  money  to  make  loans  to  busines 
locating  or  expanding  in  Kentucky.  , 
outgrowth  of  the  work  of  Goverr 
Wilkinson  and  state  officials,  and 
Japanese  Ministry  of  Finance,  the  bo 
will  allow  Kentucky  to  save  $3  millioi 
interest  payments  due  to  lower  Jap 
interest  rates. 

"This  is  a  major  step  for  Kentucky  ii 
the  international  marketplace,"  said 
Governor  at  the  signing  ceremoni 
"This  agreement  sends  a  strong  mess 
that  Kentucky  is  competing  inter 
tionally  for  jobs." 


Left:  Kentucky  Center  for  the  Arts  in  Lcuisville.  Above:  Louisville  Ballet 


large  private  employer  and  contributor  to 
the  tax  coffers.  In  1988,  the  travel  and 
tourism  industry  contributed  more  than 
$4.2  billion  to  Kentucky's  economy  and 
accounted  for  close  to  1 17,000  jobs. 

All  this,  in  addition  to  the  ever-in- 
creasing growth  of  Kentucky's  service 
industry  (there  are  12,000  to  15,000  jobs 
in  financial  services  in  Louisville  alone), 
bodes  well  for  the  state's  continued  eco- 
nomic prosperity,  officials  suggest.  No 
longer  a  state  primarily  of  blue-collar 
workers  in  steel  mills  and  coal  mines  and 
on  horse  farms,  Kentucky  now  has  a 
large,  college-educated  workforce  find- 
ing its  place  in  a  myriad  of  industries. 

PLAYER  IN  GLDBAL  MARKETPLACE 

A  new  chapter  in  international  finance 
history  was  written  last  March  when 


Since  1986,  Kentucky  has  ranked  in  i 
top  ten  of  U.S.  states  attracting  Japan^ 
businesses,  which  currently  number  5^ 
the  state.  The  Japanese,  as  well  aj 
number  of  other  foreign  groups,  have  1 
come  important  players  in  Kentuckj 
economy.  "Our  communities  are  welcol 
ing  foreign  investment  with  open  arm] 
declares  Andrew  T.  Coiner,  Executive  I 
rector  of  the  Office  of  International  Ml 
keting  for  the  state's  Cabinet  for  eJ 
nomic  Development.  "Our  southern  h^ 
pitality  is  something  we  are  proud  of.' 

A  significant  player  in  the  gloB 
arena,  Kentucky  exports  about  $5  billi 
worth  of  goods  annually.  This  accouj 
for  about  ten  percent  of  the  state's  gw 
product  and  provides  jobs  for  more  tn 
25,000  workers.  Exports  of  manufa 
tured  products,  agricultural  producl 


412 


GREATER  LOinSVILLE: 
{ an  WITHOUT  LIMITS. 


TWO  STATES. 
SEVEN  COUNTIES. 
163  MUNICIPALITIES. 
NEARLYA  MILLION  PEOPLE. 

ONE  COMMUNITY  - 
A  CITY  WITHOUT  LIMITS. 

riicatrr  L(niis\  illc  is  ;i 
coiiiiiiuiiitN  with  a  uiii<|iie 
spirit.  A  spiiit  ihat  unites 
seven  Kenlu(  k\  and  Indiana 
counties  in  a  single  heliel: 
Ther  e  s  not  I 
( )r  delixei-. 
And  it  sliows.  (Greater  I. on is\  i lie  is  i he 
international  air-IVeiglit  huh  lor  I  niied 
Parcel  Sei  \  ice/Fhe  siteol'a  $.'^()()  million 
airpoit  expansion.  The  uexns  ol  a  high- 
way system  rtinked 
#1  for  accessihilitN. 
Ihe  connection  lor 
a  lea(liii<i-ed<2;e  l  iher 


iin<j;  \\<'  can  t  do. 


lie  nome  ol  t 
1 1  si  roii<ilv 


lie 


optics  teleco 
nicatioiis  network, 
llie  location  lor  low - 
cost  prime  industrial 
and  olllce  sjtace.  And 
people  who  create  —  a 
siippoil  —  the  world-class  arts,  parks, 
sports,  and  iieiuhhorli( »ods  that  make 
our  community  on<'  of  America  s  most 
desirahle  places  to  lixc  and  vxoi  k. 

One  coiiiinuiiit\  —  a 
cit\  without  limits.  Pui 
us  to  work  lor  \ou. 
( Contact  Donald  \  ].  l)o\  le. 
President  and  CEO. 
Greater  Louis\  ille 
F,conomic  Development 
Paitnership:  One  Rixcriront 
Pla/a.  Louisville.  Kentuckv 
-K)2()2:  Plione  r)()2 -.")()( )-3()()6. 


GREATER  LOUISVILLE 
ECONOMIC  DEVELOPMENT 


coal  and  other  minerals  top  the  list.  And 
to  ensure  the  continued  strength  of  the 
state's  role  in  the  world  marketplace,  the 
Kentucky  World  Trade  Center,  promot- 
ing international  and  local  trade  in  Ken- 
tucky, went  into  operation  in  Lexington 
this  year. 

PROGRAMS  IN  PLACE 

"The  last  several  administrations  of 
this  state  have  been  very  pro-business." 
sussests  .Michael  N.  Herreld.  President 
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ment  has  an  Existing  Industries  Division, 
which  provides  ombudsman  services,  as 
well  as  a  toll-free  telephone  ser\  ice  for 
businesses  needing  assistance.  There  is 
also  an  Enterprise  Zone  Program,  a 
Small  Business  Division,  a  Minoritv 


business  and  tourism  projects.  In  fisc 
1988-89.  KDF.A  approved  S9 . 5  million 
loans  for  39  companies,  helping  to  crea 
more  than  3000 jobs.  "In  Kentucky,  the 
is  a  pool  in  the  range  of  approximately  S 
million  in  revolving  funds  available  f 
businesses  to  grow  and  expand."  explai 
David  W.  Bratcher.  Assistant  Director 
KDEA..  When,  for  example,  the  Cart 
Dr>  Kiln  Company  in  rural  northeaste 
Kentucky  needed  assistance  last  ye< 
KDEA  provided  a  loan  for  financing  ne 


Le.xinoion's  Fe sural  Marker  a!  ni<ih! . 


of  Citizens  Fidelit\  Corporation,  head- 
quartered in  Louisville,  which  w  ith  56. 5 
billion  in  assets  is  the  state's  largest  bank. 
"The  governors  ha\e  consistentl\  recog- 
nized that  their  leading  role  is  that  of 
chief  marketing  officer  of  the  state." 

In  recent  years.  Kentucky's  governors 
and  other  state  officials  have  put  into 
place  an  array  of  programs  that  have  done 
much  to  stimulate  the  state's  economic 
diversu>  and  prosperity.  They  include; 

•  Or  ■  VRTMENT  FOR  EXISTING 
BUSINL  S  AND  INDUSTRY  Created 
in  Januai  >  th is  department  is  responsible 
for  suppor;-; ng  the  needs  of  Kentucky's 
business  and  industrial  community.  "We 
recognized  ih  u  those  jobs  in  existence 
today  were  ju-:  as  imponant  as  creating 
new  jobs."  sa)  Bernard  L.  Williams,  the 
lepartment's  Commissicner  The  depan- 


Business  Division,  a  Research  and  Plan- 
ning Division,  a  Port  and  River  Develop- 
ment Commission  and  a  Business  Infor- 
mation Clearinghouse.  The  Department 
of  Existing  Business  and  lndustr>-  ser\  es 
as  an  intermediary  to  help  cut  through 
red  tape  and  assist  in  streamlining  inter- 
nal operations  and  retraining  workforces. 
As  a  matter  of  priority,  this  newly-created 
department  is  concentrating  its  efforts 
toward  identifying  the  needs  of  its  older 
industries  m  order  to  ensure  their  com- 
petitiveness within  the  marketplace. 

•  KENTUCKY  DEVELOPMENT 
FINANCE  .AUTHORITY  (KDFA)  De- 
signed to  encourage  economic  develop- 
ment, business  expansion  and  job  crea- 
tion, this  authority  provides  financial 
support  to  manufacturing,  warehousing, 
distribution,  non-retail  services,  asri- 


kilns  to  dr>-  the  green  hardw  ood  that  is 
plentiful  in  the  area,  w  hich  resulted  in 
new  jobs  at  the  com.pan)'. 

•  BLUEGRASS  ST.\TE  SKILI 
CORPOR.ATION  (BSSC)  This  corp 
ration  was  created  to  promote  emplc 
ment  opportunities  by  developing  pi 
grams  of  skills  training  and  educati 
that  meet  the  needs  of  business.  Indus) 
and  labor  The  Corporation  has  liaise 
with  8  universities.  15  community  C( 
leges  and  14  vocational  educational  i 
gions  in  the  state.  BSSC  awards  grants 
those  educational  institutions  that  li 
with  one  or  more  pri\ate  companies 
provide  customized  training  progran 
The  companies  are  full  partners  in  inve 
ing  in  the  training.  During  fiscal  \t\ 
1987-88.  BSSC  awarded  S520. 160 
srants-in-aid  to  establish  60  skills  tra 
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Tlu're  is  a  special  magic  in  the  sliaring  ot  dreams,  and  something  e\en  more 
wonderful  that  hajipens  when  those  dreams  come  true. 

We  had  a  dream  which  we  shared  with  the  people  of  the  Conmionwealth  of 
Kentuck\.  That  dream  was  to  be  able  to  manufacture  our  popular  Canin  sedans 
at  a  location  in  the  I  nited  States  where  we  could  meet  or  exceed  oiu" 
international  standards  for  automotive  excellence. 

The  iieople  of  Kentuck\  showed  us  the  wa>'  to  Ceorgetown.  a  warm  and 
iiniting  community  in  the  beautiful  Hluegra.ss  region  of  Central  Kentucky, 
(ieorgetown  more  than  met  our  stringent  criteria  and,  so,  we  built  a  $1.1  billion 
assembly  plant  in  the  heart  of  the  Bluegra.ss. 

Today,  three  \ears  later,  we  are  jiroducing  800  Camns  a  day.  Vie  celebrated 
the  production  of  our  iOO.OOOth  automobile  in  August.  Our  location  is  superb  in 
e\ei-\  resiU'Ct.  And  the  economic  climate  of  Kentucky  virtually  nurtures  success. 

(herall.  the  greatest  contributions  to  our  success  have  been  made  by  the  more 
than  2.^)00  people  (95%  of  whom  are  Kentuckians)  who  make  up  our  Team 
Toyota.  Vie  will  proudly  match  their  skills,  dedication,  productivity  and  spirit 
against  an\  work  force  in  the  world. 

The  Commonwealth  of  Kentucky  and  Toyota  Motor  Manufacturing, 
I  SA:  A  partnership  that  began  as  a  dream  and  continues  to  flourish  as 
a  strong  economic  reality  tor 
today  and  for  our  tomorrows. 

Toyota  Motor  Manufacturing,  U.S.A.,  Inc. 


TOYOTA 


ing  programs  with  21  educational  institu- 
tions, providing  services  to  employees  of 
51  Kentucky  companies. 

OP  FICE  OF  INTERNATIONAL 
MARKETING  This  office  was  set  up  to 
promote  foreign  industrial  investment  in 
Kentucky  by  apprising  foreign  com- 
panies of  the  advantages  of  the  state  as  a 
location  for  new  or  expanding  facilities. 
Members  of  the  staff  travel  worldwide  to 
recruit  foreign  companies,  and  travel 
throughout  Kentucky  with  represen- 
tatives of  foreign  companies  to  show 
them  sites  and  communities.  There  is 
also  an  Export  Promotion  Section  that 
participates  in  overseas  trade  missions 
and  counsels  Kentucky  firms  on  foreign 
trade  opportunities  and  requirements. 
The  office  maintains  a  Far  East  office  in 
Tokyo  and  an  ongoing  presence  in 
Europe. 

OFFICE  OF  BUSINESS  AND 
TECHNOLOGY  This  office  was  estab- 
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the  mechanisms  for  funding  constructi 
of  public  works  projects  by  the  stat 
cities  and  counties,  this  authority  helps 
ensure  the  continued  growth  and  dev 
opment  of  Kentucky's  economy.  The  A 
thority  administers  four  programs 
federally-assisted  waste  water  revolvi' 
loan  program;  the  infrastructure  revo 
ing  loan  program;  the  government  agi 
cies  program  and  the  farmers  home 
ministration  loan  supplement  progra 
"The  Authority  represents  this  adm 
istration's  efforts  to  help  cities  and  coi 
ties  prepare  for  expandmg  business, 
new  firms  locating  in  Kentucky," 
plains  Governor  Wilkinson. 

•  COMMONWEALTH  VENTU 
FUND  This  fund  was  created  to  prov 
start-up  and  early  stage  financing 
Kentucky-based  small  businesses  that 
fer  potential  for  long-term  capital  appj 
ciation.  In  establishing  the  Fund  last  yi 
economic  development  officials  hop 


Loni.w  ill'       one  (il  Kciiliu  ky'.s  thrivini^  business  centers. 


John  Nt»ii 


lished  three  years  ago  in  response  to  the 
need  to  attract  investment  and  jobs  in 
advanced  and  appHed  technology  indus- 
tries. Serving  as  a  link  between  busi- 
nesses and  the  technological  resources 
and  research  capabilities  of  the  state  uni- 
versities, the  Office  provides  coordina- 
tion transfer  to  the  private  sector  There 
are  more  than  500  companies  in  Ken- 


tucky that  are  advanced  technologically, 
according  to  Dr  D.M.  Stein,  Executive 
Director  of  the  office.  "Utilizing  inno- 
vative technologies  to  enhance  produc- 
tivity and  competitiveness  is  the  way 
Kentucky  businesses  will  compete  in  the 
21st  century,"  she  explains. 

•  KENTUCKY  INFRASTRUC- 
TURE AUTHORITY  Set  up  to  provide 


provide  additional  jobs  and  encour:;e 
the  development  of  new  products  <pd 
technology  in  Kentucky  through  stjiH 
and  venture  capital  investments. 

The  Kentucky  Cabinet  for  Econoric  t- 
Development  also  has  an  Office  of  Inds 
trial  Development  and  Maiketing,  wh 
in  the  first  six  months  of  this  year  hel] 
find  sites  for  42  new  plant  locationslr 


41  i 


I- 


Louisville  is 
home  to  the 
"most  exciting 
two  minutes 
in  sports, 


The 
'Kentucky 
Derby  at 
famed 
Churchill 
Downs. 


lisville's  Ford 
.ck  plant  and 
leral  Electric  s 
)liance  Park 
the  largest 
nufacturing 
lities  of  thei 
d  in  the  free 
rid 


:  Ohio  Ri\  cr  handles 
re  I  a;gc  ;>innage  annually 
ama  Canal  and  the 
Ceaway  combined. 


n  tiic 
Law! 


One  reason 
Louisville  shines 
as  an  attrac- 
tive place 
to  live 
and  do 

business  is  the  excellence 
of  its  arts  community,  education- 
al system,  sports  and  recreational 
environment,  and  quality  of  lite. 

Louisville  Gas  and  Electric 
Company  has  been  making  the 
hghts  shine  at  home  and  at  work 
in  Louisville  for  over  150  years. 
As  a  dependable  source  of  gas  and 
electricity  at  rates  among  the  most 
favorable  in  America,  Louisville  Gas 
and  Electric  is  a  major  contributor 
to  the  quality  of  life  in  Louisville. 

If  you're  interested  in  Louis- 
ville as  a  place  for  your  business 
to  grow  and  prosper,  call  our 
Economic  Development  Office. 
We'll  provide  you  facts  and  figures 
about  gas  and  electric  service,  site 
.locations  and  a  wealth  of  helpful 
information  about  the  city 
itself.  We'll  tell  you  about 
the  tax  structure  and  education 
and  all  of  the  amenities  that  make 
Louisville  one  of  the  most  desirable 
places  to  live  and  work  in  America. 
Call  us  at  (502)  566-4488. 
Louisville.  The  bright  place  to  be. 


©  1989.  Louisville  Gas  and  Electnc  Company 


Louisville 
Gas  and  Electric 
Company 


A  study  of 
interstate  highway 
accessibility 
indicates  Louisville 
has  the  "highest 
degree  of  acces- 
sibility of  any 
major  U.S.  city." 


Louisville  has 
earned  an 
international 
reputation 
lor  Its  vibrant 
visual  and 
pertorming 
arts. 


Lvery  coal-lired 
generating  unit 
in  LG&E's  system 
IS  already 
equipped  with  a 
sullur  dioxide 
scrubber  LG&E 
has  been 
lecognizcd 
mtern.itionally 
lor  Its  pioneering 
ellorts  m 
pollution  toiitrol. 


Louisville's  Standiford  Field, 
a  United  Parcel  Service  hub, 
ranks  eighth  in  the  world  in 
total  volume  of  air  cargo. 


KENTGCKY  RGRAL  ECONOMIC  DEVELOPMENT  AUTHORITY 


Known  as  KREDA,  the  Kentucky 
Rural  Economic  Development 
Authority  was  created  by  the  state's 
1988  General  Assembly  to  encour- 
age, support  and  promote  economic 
growth  in  those  counties  which  suf- 
fer from  high  unemplo)  ment  rates. 
Through  KREDA.  bonds  are  issued 
to  finance  the  expansion  of  existing 
manufacturing  facilities  or  the  loca- 
tion of  new  manufacturing  enter- 
prises in  those  counties  meeting  the 
criteria.  Any  company  that  engages 
in  a  manufacturing  business  is  eligi- 
ble for  consideration  under  the  pro- 


gram, which  provides  them  with  a 
number  of  incentives,  such  as  a  100 
percent  Kentucky  state  income  tax 
credit  against  taxes  on  the  income  of 
the  project.  There  are  currently  79 
counties  eligible  under  the  unem- 
ployment criteria  for  KREDA  as- 
sistance, most  of  which  are  located 
in  the  state's  rural  areas.  "This 
authority  represents  an  effort  to  help 
Kentucky  counties  prepare  for  ex- 
panding businesses  and  new  firms 
locating  in  the  state,"  Governor 
Wilkinson  has  said. 


Kentucky,  more  than  half  of  which  were 
in  rural  areas,  a  Department  of  the  Arts, 
responsible  for  developing  and  support- 
ing the  arts  in  Kentucky  and  the  newly- 
formed  Kentucky  Rural  Economic  De- 
velopment Authority  (see  box). 

KENTGCKY  — 

OPEN  FOR  BUSINESS 

"We're  a  pro-business  state,"  declares 


Gene  C.  Royalty,  Secretary  of  the 
Kentucky  Cabinet  for  Economic  Devel- 
opment. "We've  established  a  climate  in 
Kentucky  that  businesses  appreciate." 

Business  and  industry  concur  "Any 
businessman  in  this  state  will  tell  you  that 
when  it  comes  to  doing  business  in 
Kentucky,  the  attitude  of  the  administra- 
tion is:  'If  it  makes  sense  and  is  good  for 
the  commonwealth,  do  it,'"  suggests 


Whether  you're  a  large  corporation  or  a  small  company . . .  whether 
you're  relocating  your  corporate  headquarters  or  opening  a  new 
regional  office  or  distribution  point . . .  you  can't  afford  to  gamble 
on  air  transportation. 

In  Louisville,  our  airport  is  a  sure  bet  -  now  and  for  the  future. 
We've  invested  $100  million  in  the  past  few  years  to  renovate  and 
tipgrade  Louisville's  airport,  Standiford  Field,  and  we're  already  well 
tmderway  on  a  $300  million  expansion  plan  that  could  fit  nicely 
into  your  plans  for  corporate  growth. 

Add  to  that  the  fact  that  10  different  airlines  already  provide  com- 
petitive service  at  our  airport  -  and  that  UPS  has  also  begun  a  multi- 
inillion  dollar  expansion  of  their  National  Air  Hub  here.  We  think 
the  o(j(is  are,  youll  come  up  a  winner  by  selecting  a  site  in  Louisville. 

The  Truth  Is... 

Oiu-  Airport  Is  Really  Taking  Off . . . 


Regional  airport 

AUTHORin 

LOUISVILLE  AND 
JEFFERSON  COUNTY 


P.O.  BOX  9129 
LOUISVILLE.  KY  40209 
502/368-6524 


Donald  W.  Webb,  of  The  Webb  Co 
panics,  the  Lexington-based  organi 
tion  recently  ranked  as  the  nation's  th 
largest  diversified  real  estate  compan 

"State  and  local  government  is 
gressive  about  attracting  new  busin 
and  encouraging  existing  business  to 
pand,"  states  Dr.  Kailash  C.  Joshi,  S 
General  Manager  for  IBM  Lexingtc 
IBM  Lexington  develops  and  manuf; 
tures  state-of-the-art  personal  compul 
printers,  systems  printers,  secretari 
workstations,  typewriters,  keyboard 
plastic  parts  and  related  supplies,  a 
provides  system  support  for  IBM's  m; 
keting  and  customer  service  personnel  mm 
the  U.S.  "Kentucky  government  officii  ifcr 
make  themselves  readily  accessible 
industry  leaders  to  discuss  issues  a 
concerns.  There's  less  red  tape  hen 
Last  year  IBM  Lexington  was  cited  Ha' 
the  Manufacturing  Engineering  Socit  Kvil 
as  one  of  the  ten  best  plants  in  the  count  ate 
in  the  use  of  manufacturing  technolog  icili; 

For  its  part,  IBM  realizes  the  imp(  msie 
tance  of  being  a  good  corporate  citize  ibtu 
by  actively  supporting  Kentucky's  ec  smen 
cational  and  cultural  activities,  not  or  loners 
with  dollars  and  equipment,  but  also  w  mes[ 
people.  IBM  Lexington  employees  set  'im 
on  40  major  organization  and  commun 
boards  of  directors,  while  others  are 
signed,  with  full  pay  and  benefits, 
teach  at  colleges  and  universities.  T 
fall  Governor  Wilkinson  came  to  1 
Lexington  to  pay  tribute  to  their  33  ye 
of  contributions  to  the  state. 

"There  is  a  very  stable  situation 
Kentucky's  economics,"  sugge;^ 
1  Shishido,  President  of  the  L-ink-B  t 
Construction  Equipment  Company,  f 
Lexington,  makers  of  cranes  and  t- 
cavators.  Their  recorded  sales  of  $11 
million  in  1988  were  double  those  ; 
1986.  And  Dr.  Lee  Todd,  President  : 
Databeam,  makers  of  teleconferenci  ; 
equipment,  who  is  also  President  of  i;  i 
Kentucky  Science  and  Technoloy 
Council,  claims  there  is  "an  awaren* 
and  recognition  on  the  part  of  the  st 
that  there  is  a  need  to  put  together 
environment  that  encourages  tetl 
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recision  gears  for  heavy  construction 
lachinery  at  Link-Belt. 

ology-based  companies  and  makes  use 
f  the  talent  we  have  here." 
Roger  W.  Hale,  President  and  CEO, 
ouisville  Gas  and  Electric  Co. 
escribes  the  prevailing  spirit  of  corpo- 
Jte  citizenship  in  Kentucky:  "At 
ouisville  Gas  and  Electric  and  through- 
ut  Kentucky,  customer  satisfaction  is  a 
astomer  right.  We  realize  that  both  new 
astomers  and  established  ones  need  and 
eserve  special  attention.  We  are  focus- 
ig  all  our  energies  in  that  direction.  In 
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addition,  LG&E's  leadership  in  pollution 
control  and  cost  reduction  measures  will 
effectively  position  our  company  for  the 
competitive  challenges  of  the  1990  s." 

Government  officials,  from  the  state's 
largest  cities  to  its  smaller  rural  counties, 
are  delighted  with  the  momentum  that 
has  been  created.  David  C.  Adkisson, 
Mayor  of  Owensboro,  Kentucky's  third 
largest  city,  says  that  the  state  has  been 
"extremely  responsive"  to  his  requests. 
Owensboro  recently  received  $4.5  mil- 
lion from  state  economic  development 
funds  to  help  create  The  RiverPark  Cen- 
ter, a  $  1 3  million  complex  that  will  be  the 
international  home  of  bluegrass  music, 
complete  with  a  performance  hall,  mu- 
seum, archives  and  cafe. 

"With  state  assistance,  we've  been 
able  to  capitalize  on  a  Kentucky-bom  art 
form  to  create  an  entirely  new  tourist 
industry  and  economic  resource  for  our 
area." 

Not  mere  political  rhetoric,  the  facts 
prove  that,  indeed,  Kentucky  is  Open  for 
Business. 

Text  by  Marcia  B.  Saft.  Connecticut-based 
freelance  writer  and  editor.  Ms.  Saft  is  a  reg- 
ular contributor  to  BUSINESS  WEEK's  Spe- 
cial Advertising  Sections. 


'ram  right:  IBM  Lexington  Plant-Site  Manager  Kailash  C.  Joshi,  Governor 
Wallace  G.  Wilkinson  and  other  IBM  officials  celebrate  IBM 
Appreciation  Day  on  September  7th. 


THE 
BUSINESS 
WEEK 
CONNECTION 


Business  Week  and 
Touch  Tone  Access 
Service  allow  you  to 
obtain  information  today 
on  advertisers  you  see 
today. 

In  addition  to  the  regular 
reader  service  card 
op  port  unity, Business 
Week  offers  this  service 
to  help  you  get  the  infor- 
mation you  need,  when 
you  need  it. 

Immediate  response, 
right  at  your  fingertips! 

Look  for  this  symbol  in 
the  Kentucky  Cabinet 
for  Economic  Develop- 
ment's advertisement  in 
this  section. 

For  Information  FasI 


Call  1-800-888-8237 

To  take  advantage  of 
the  Business  Week 
Connection  follow  these 
easy  steps: 

•  Dial  1-800-888-8237 

•  Enter  access  code  26219 

•  Listen  to  Kentucky's 
message 

•  Leave  your  name  and 
number  for  immediate 
response 

Business  Week 
Gets  You 
Connected! 


Where  Kentuckians 
GoOn\^vcation. 


Countless  acres  of  unspoiled  parks  and  forests.  Thou- 
sands of  miles  of  lakes,  rivers,  and  streams  teeming  with 
some  of  the  biggest,  fightingest  fish  in  the  land.  Historic 
towns,  each  with  a  culture  that's  an  event  to  remember. 
Fairs  and  festivals  to  serenade  you,  entertain  you,  romance 
you,  and  dance  you  all  through  your  stay.  Even  a  park 
devoted  solely  to  the  horse:  No  wonder  you'll  find  more 
Kentuckians  on  vacation  right  here  than  anywhere. 

The  Kenmcky  Department  of  Parks,  The  Kentucky 
Department  of  Fish  and  Wildlife,  The  Kentucky  Fair  and 
ExiX)sition  Center,  and  The  Kentucky  Horse  Park  invite  you 
to  make  our  year  'round  vacauon  wonderland  your  own. 

Just  contact  us.  We'll  be  happy  to  let  you  in  on  a  secret 
Kentuckians  have  always  known :  our  commonwealth  is  a 
wonderful  place  to  visit,  even  when  you  live  here. 


To  find  out  more  about  the  uncom- 
mon wealth  of  Kentucky  and  the 
attractions  shown  in  the  ilbistra- 
tion  above,  call  1-800-225-TRIP 
or  send  this  coupon  to:  Travel, 
Dept.  BW-1,  Frankfort,  KY 
40601. 


Governor  Wallace  G  Wilkinson 


Name 


Address 


City 


State 


Zip 


The  Uncommon  W&dth  Of 

KENTUCKY 
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ABION,  RALPH  EMU  342 

Ogden 

ABRAMSON,  LEONARD  385 

U.  S.  Healthcare 

ADAMS,  WILLIAM  WHITE  235 

Armstrong  World  Industries 

ADDERLEY,  TERENCE  E.  311 

Kelly  Services 

ADDISON,  EDWARD  L  366 

Southern 

AGEE,  WILLIAM  M.  332 

Morrison  Knudseo 
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Sotheby's  Holdings 
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International  Business  Machines 
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ALBERTHAL  JR.,  LESTER  M. 
Electronic  Data  Systems 

ALEXANDER,  NORMAN  E. 

Sequo 

ALEXANDER,  STANFORD  J. 

Weingorten  Realty 

ALLEN,  DARRYL  F. 

Trinovo 

ALLEN,  HOWARD  PFEIFFER 

SCEcorp 

AUEN,  ROBERT  E. 


364 


391 


381 


362 


230 


American  Telephone  &  Telegraph 
271 


ALLEN,  RONALD  W. 

Delta  Air  Lines 

ALLEN  JR.,  WILLIAM  F. 
Stone  &  Webster 

AU£Y,  WILLIAM  JACK 

American  Brands 

ALLISON  IV,  JOHN  A. 

BB&l  Financial 

ALUSON  JR.,  ROBERT  J. 
Anodarko  Petroleum 


371 


228 


240 


232 


ALVORD,  JOEL  BARNES 

Showmut  Notionol 

AMERMAN,  JOHN  W. 

Mottel 

AMOS,  JOHN  BEVERLY 

American  Family 

ANDREAS,  DWAYNE  0. 

Archer  Daniels  Midland 

ANTONINI,  JOSEPH  E. 

K  mart 

ANTONINI,  RICHARD  I. 

Foremost  Corp  of  America 

ARASKOG,  RAND  V. 

in 

ARCHIBALD,  NOLAN  D. 

Block  &  Decker 

ARDIA,  STEPHEN  VINCENT 

Goulds  Pumps 

ARISON,  MICKY 

Carnival  Cruise  Lines 


364 


322 


229 


234 


310 


288 


306 


242 


294 


250 


ATWATER  JR.,  H.  B.  (BRUCE)  291 

General  Mills 

AUGUSTINE.  NORMAN  R.  321 

Martin  Marietta 


AULT  III,  LEE  ADDISON 
Telecredil 

AVERY,  WILLIAM  J. 

Crown  Coric  &  Seal 

AYERS,  RICHARD  H. 

Stanley  Woriis 

AZZATO,  LOUIS  ENRICO 

Foster  Wheeler 


376 


270 


370 


288 


BACOT,  J.  CARTER 

Bonk  of  New  Yori< 

BAILEY,  WILUAM  0. 

MBIA 


239 


322 


BAILEY  II,  IRVING  WIDMAR  250 

Capitol  Holding 


BAINUM  JR.,  STEWART  W. 
Manor  Core 


320 


8AIRD.  D.  EUAN  362 

Schlumberger 

BAKER,  DEXTER  F.  222 

Air  Products  &  Chemicals 

BAKER,  JAMES  K.  235 

Arvin  Industries 

BAKER,  ROBERT  I.  388 

Vermont  American 

BALDWIN,  HENRY  FURLONG  328 

Mercantile  Bonkshares 


BANKS,  DAVID  RUSSEU 

Beveriy  Enterprises 

BANTLE,  LOUIS  F. 

UST 

BARACH,  PHILIP  G. 

US  Shoe 


242 


386 


385 


BARBAKOW,  JEFFREY  C.  329 

MGM/UA  Communications 


BARNES,  JAMES  EDWIN 

Mopco 

BARNES,  ZANE  EDISON 

Southwestern  Bell 

BARR,  KENNETH  J. 

Cyprus  Minerals 

BARREn,  TOM  H. 

Goodyeor  Tire  &  Rubber 

BARTLETT.  WALTER  E. 

Multimedia 

BATTEN,  JAMES  KNOX 

Knight-Ridder 

BAHS,  WARREN  L. 

Premork  International 

BAYS,  KARL  D. 

Whitman 

BEAU,  DONALD  R. 

Rockwell  International 

BECHERER,  HANS  W. 

Deere 


321 


368 


270 


294 


332 


312 


352 


393 


357 


271 


BENNETT,  WILLIAM  GORDON  258 

Orcus  Circus  Enterprises 

BERGMAN,  KLAUS  223 

Allegheny  Power  System 

BERKLEY,  WILLIAM  ROBERT  241 

W.  R.  Berkley 

BERKAUN,  JACK  NEVIUi  235 

Associated  Communicotions 


BERMINGHAM,  RICHARD  P 

Collins  Foods  International 

260 

BOURKE,  WILLIAM  0. 

Reynolds  Metals 

357 

BERNSTEIN,  RICHARD  A. 

Western  Publishing  Group 

392 

BOURNE,  DOUGLAS  J 

Battle  Mountain  Gold 

239 

BERRY,  WILUAM  WIUIS 

Dominion  Resources 

273 

BOYD,  JAMES  MITCHELL 

Shoney's 

365 

BEYER,  JOHN  TREAQ 

A  t  Williams 

394 

BRAME,  scon  0. 

Central  Louisiano  Electric 

252 

BINDER.  GORDON  M. 

Amgen 

231 

BRANDON,  EDWARD  B. 

Notional  City 

332 

6I0NDI  JR.,  FRANK  J. 

Viacom 

390 

BREEN,  JOHN  GERALD 

Sherwin-Williams 

365 

BISHOP,  ERNEST  EUGENE 

Morrison 

331 

BREE2LEY,  ROGER  L. 

U  S  Bancorp 

385 

BUCK,  LENNOX  KINGMAN 

Teleflex 

378 

BRENNAN,  EDWARD  A. 

Sears,  Roebuck 

363 

BLACK,  THEODORE  H. 

Ingersoll-Rond 

304 

BREWER,  EDWARD  E. 

Cooper  Tire  &  Rubber 

266 

BLACKBURN.  CHARLES  L. 

Maxus  Energy 

322 

BRIDGEWATER  JR.,  B.  A. 
Brown  Group 

246 

BLAIR,  STEWART  D 

United  Artists  Entertainment 

383 

BRINCKMAN,  DONALD  W. 

Sofety-Kleen 

359 

BLANCHARD,  JAMES  H. 

CB&T  Bancshares 

251 

BROADHEAD,  JAMES  L 

FPL  Group 

288 

BLOCK,  HENRY  W. 

H&R  Block 

242 

BROTMAN,  JEFFREY  HART 

Costco  Wholesale 

267 

BLOCK,  LEONARD  N. 

Block  Drug 

242 

BROWN,  ARTHUR 

Heclo  Mining 

299 

BLUMENTHAL,  W.  MICHAEL 

Unisys 

383 

BROWN,  BENNEn  A. 

Citizens  8.  Southern 

258 

BODMAN.  SAMUEL  W. 

Cobol 

247 

BROWN,  JOHN  WILFORD 

Stryker 

374 

BOESCHENSTEIN,  WIUIAM  W.  344 

Owens  Coming  fiberglas 

BROWN,  WILUAM  E. 

Kansas  Power  &  Ught 

310 

BONI,  ROBERT  E. 

Armco 

234 

BROWN  JR.,  W.  L  LYONS 
Brown-Forman 

246 

BOOTH,  1.  M. 

Polaroid 

351 

BRUGGERE,  THOMAS  H. 

Mentor  Graphics 

328 

BORCHELT,  fMERLE  UOYD 

Control  8.  South  West 

252 

BRUNO,  ANGEIO  J. 

Bruno's 

246 

BORN,  AUEN 

Amox 

228 

BRYAN  JR.,  JOHN  H. 
Soro  Lee 

362 

BOSS,  BRADFORD  R. 

AT  Cross 

267 

BUDD,  EDWARD  H. 

Travelers 

381 

BOSSEN,  DAVID  A. 

Measurex 

325 

BUENGER,  CLEMENT  L 

Fifth  Third  Boncorp 

281 

BUFFEn,  WARREN  EDWARD  241 

Berkshire  Hathaway 


BUNTING  JR.,  GEORGE  L. 
Noxell 

BUNTROCK,  DEAN  L. 

Waste  Management 

BURNS,  JOHN  DUDLEY 

Visto  Chemical 

BURNS,  MITCHEL  ANTHONY 

Ryder  System 

BURT,  ROBERT  N. 

fMC  Gold 

8USCH  III,  AUGUST  A. 
Anheuser-Busch 


342 


391 


390 


359 


285 


232 


BUTCHER,  WIUARD  CARLISLE  254 

Chase  Manhattan 


BUTUR,  GEORGE  A. 

First  Pennsylvania 


283 


BUTTERWORTH,  KENNETH  W.  316 

Loctite 


BYRNE,  JOHN  JOSEPH 

Fireman's  Fund 


281 


CADMAN,  WILSON  K. 

Kansas  Gas  &  Electric 

CAHOUn,  FRANK  V. 

Mellon  Bank 

CALLOWAY,  D.  WAYNE 

PepsiCo 

CAMMARATA,  BERNARD 

TJX 


310 


328 


347 


380 


CAMPBEU,  ROBERT  KENNETH  346 

Pennsylvania  Power  &  Ught 


CANEPA,  JOHN  C. 

Old  Kent  Financial 

CANION,  JOSEPH  R. 

Compaq  Computer 

CARUSLE  JR.,  DWIGHT  L 

Russell 


343 


262 


359 


CARLSON  JR.,  LEROY  T.  378 
Telephone  &  Data  Systems 
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CARPENTER.  EDMUND  M.  291 

General  Signol 

CARR,  FRED  282 

First  Executive 

CARRIGG,  JAMES  ANDREW  337 

New  York  Slote  Electric  &  Gos 

CARRION,  RICHARD  L  238 

Banco  Popular  de  Puerto  Rico 

CARTLEDGE,  RAYMOND  E.  383 

Union  Camp 

CARVER,  MARTIN  G.  238 

Bondog 

CASH,  R.  D.  356 
Queslor 

CASPERSEN,  FINN  M.  W.  241 

Beneficial 

CATACOSINOS,  WILLIAM  J  317 

Long  Island  Lighting 

CAULO,  RALPH  DANIEL  298 

Horcourt  Brace  Jovanovich 

CAWTHORN,  ROBERT  E.  358 

Rorer  Group 

CHANDLER,  COLBY  H.  276 

Eastman  Kodalt 

CHANEY,  WILLIAM  R.  379 

Tiffany 

CHATFIELD,  GLEN  FOSTER  313 

Legent 

CHAZEN,  JEROME  A.  316 

Liz  Claiborne 

CHRISTIANSEN,  RUSSELL  E.  330 

Midwest  Energy 

CHRISTOPHERSON,  W.  R.  339 

Northern  Trust 

CIZIK,  ROBERT  266 

Cooper  Industries 

CLAPP,  JOSEPH  MARK  357 

Roadway  Services 

CLARK,  DONALD  CAMERON  301 

Household  International 

CURK,  WORLEY  H  332 

Naico  Chemical 

CLARKE,  RICHARD  A.  345 

Pacific  Gos  &  Electric 

CLAUSEN,  ALDEN  WINSHIP  239 

BonkAmerica 

CLAY,  ORSON  C.  230 

Americon  Notional  Insurance 

CLENDENIN,  JOHN  L.  241 

BellSouth 

CLINE,  RICHARD  GORDON  338 

Nicor 

COFFIN,  DAVID  I,  272 

Dexter 

COHEN,  ISRAEL  292 

Giant  food 

COHEN,  PETER  A  364 

Shearson  Lehmi  ;>  Hutton 

COKER,  CHARLES  W  366 

Sonoco  Products 

COLEMAN,  LESTER  E.  320 

Lubrizol 

COLLIER  JR.,  JOE  C.  252 

Central  Maine  Power 

COLLINS,  GEORGE  J.  353 

T.  Rowe  Price  Associates 


COLLINS,  JOSEPH  J.  230 

American  TV  &  Communications 

COLODNY,  EDWIN  I.  386 

USAir  Group 

COMER,  CURENCE  C.  366 

Southdown 

COMER,  GARY  C.  313 

Lands'  End 

CONGER,  HARRY  MILTON  301 

Homestake  Mining 

CONNER,  FINIS  F.  262 

Conner  Peripherols 

CONNOLLY  JR.,  WALTER  J.  238 

Bonk  of  New  England 

CONTE,  JAMES  WILLIAM  262 

Community  Psychiatric  Centers 

COOK,  LODWRICK  MONROE  236 

Atlantic  Richfield 

COOK,  PAUL  MAXWELL  356 

Roychem 

COOK,  STANTON  RUFUS  381 

Tribune 

COOLEY,  EDWARD  HANES  352 

Precision  Costparts 

COOPER,  THEODORE  385 

Up|ohn 

COORS,  WILLIAM  K.  266 

Adolph  Coors 

CORI,  CARL  THOMAS  365 

Sigmo-Aldrich 

CORN,  JACK  W.  354 

Quaker  State 

CORNELIUS.  WILLIAM  E.  383 

Union  Electnc 

CORNELL  JR..  HARRY  M.  313 

Leggett  &  Plott 

CORRY.  CHARLES  A.  386 

USX 

COSTELLO.  JOSEPH  BALL  247 

Cadence  Design  Systems 

COTSEN.  LLOYD  E.  336 

Neutrogeno 

COniNG.  JAMES  C.  336 

Novistor  Intemotionol 

COULSON.  NORMAN  M  294 

Glenfed 

CRAIG,  ANDREW  B  242 

Bootmen's  Boncshares 

CRANDALL,  ROBERT  L.  231 

AMR 

CRAWFORD,  BRUCE  343 

Omnicom  Group 

CREAN,  JOHN  C.  284 

Fleetwood  Enterprises 

CRESS,  GEORGE  H.  381 

Trustcorp 

CROOM,  JOHN  H.  261 

Columbio  Gas  System 

CROSBY  JR.,  GORDON  EUGENE  386 

USLife 

CROZIER  JR.,  WM.  MARSHALL  240 

BayBonks 

CRUIKSHANK,  THOMAS  H.  297 

Halliburton 

CRUTCHFIELD  JR.,  EDWARD  E.  284 

First  Union 


CURLER,  HOWARD  J.  241 

Bemis 

CURLEY,  JOHN  J.  289 

Gannett 

CURTIS,  NEVIUS  M.  271 

Delmorvo  Power  &  Light 


DABAH,  MORRIS  HAIM  292 

Gitano  Group 

DALHOUSE,  WARNER  NORRIS  273 

Dominion  Bonkshores 

DANIELL,  ROBERT  F.  384 

United  Technologies 

DARRAGH,  JOHN  K.  370 

Standard  Register 

DAVIDSON  JR.,  GEORGE  A.  263 

Consolidated  Natural  Gos 

DAVIS,  A.  DANO  394 

Winn-Dixie  Stores 

DAVIS,  MARTIN  S.  346 

Paramount  Communications 

DAVISON,  DANIEL  POMEROY  386 

U  S  Trust 

DEAN,  HOWARD  M.  271 

Dean  Foods 

DE  CASTRO.  EDSON  D.  270 

Data  General 

DECHERD.  ROBERT  WILLIAM  241 

A  H  Belo 

DEERING.  JOSEPH  W.  350 

Philips  Industries 

DEFEO.  JOHN  E.  386 

US  West  NewVector  Group 

DEIHL.  RICHARD  H.  222 

H  F  Ahmonson 

DEMPSEY,  JERRY  E.  256 

Chemical  Waste  Monogement 

DEMPSEY,  JOHN  C  296 

Greif  Bros 

DERR,  KENNrn  TINDALL  256 

Chevron 

DEVITO,  MATHIAS  J.  358 

Rouse 

DILLARD,  WILLIAM  THOMAS  272 

Dillard  Department  Stores 

DIMITRIOU,  THEODORE  390 

Wolloce  Computer  Services 

DINGMAN,  MICHAEL  DAVID  299 

Henley  Group 

DIONNE,  JOSEPH  L  324 

McGraw-Hill 

DODS  JR.,  WALTER  ARTHUR  283 

First  Hawaiian 

DOLAN,  BEVERLY  FRANKLIN  379 

Textron 

DOUN,  CHARLES  F  247 

Cablevision  Systems 

DONALD,  JAMES  LEE  274 

DSC  Communications 

DONLON,  WILLIAM  J.  338 

Niagaro  Mohawk  Power 


DOUGLAS,  PAUL  W.  351 

Pittston 

DRAPER,  ROBERT  EUGENE  334 

National  Health  Laboratories 

DRAPER  JR.,  E.  LINN  297 

Gulf  States  Utilities 

DRUMMOND,  GERARD  K.  336 

Nerco 

DUFF,  THOMAS  M.  392 

Wellman 

DUNNIGAN,  T.  KEVIN  379 

Thomas  &  Betts 

D«nfER,  ANDREW  T.  307 
JWP 

DYSON,  BRIAN  G.  260 

Coco-Colo  Enterprises 

Q 


EAMER,  RICHARD  KEITH  334 

National  Medical  Enterprises 

ECCLES,  SPENCER  FOX  283 

First  Security 

EDGERLY.  WILLIAM  S.  371 

State  Street  Boston 

EDWARDS  III.  BENJAMIN  F.  276 

A.  G.  Edwards 

EDWARDS  JR  ,  GEORGE  W.  384 

United  Illuminating 

EICHNER,  IRA  A.  220 

AAR 

EISNER,  MICHAEL  DAMMANN  272 

Walt  Disney 

EISZNER,  JAMES  R.  267 

CPC  International 

ELISHA,  WALTER  Y.  368 

Springs  Industries 

ELLER,  KARL  257 

Circle  K 

ELLIS,  JOHN  W.  354 

Puget  Sound  Power  &  Light 

ELLIS,  WILLIAM  B.  339 

Northeast  Utilities 

ELLISON,  UWRENCE  JOSEPH  344 

Orocle  Systems 

EMMEn,  MARTIN  F.  C.  375 

Tambronds 

ERBURU,  ROBERT  F  380 

Times  Mirror 

ERIKSON,  SHELDON  R.  392 

Western  Co.  of  North  Americo 

ESLER,  WILLIAM  R.  368 

Southwestern  Public  Service 

ESREY,  WILLIAM  T.  384 

United  Telecommunications 

ESSMAN,  ALYN  V  267 

CPI 

ETCHELECU,  ALBERT  D.  272 

Diversified  Energies 

EVANS,  DANIEL  E.  243 

Bob  Evans  Farms 

EVANS,  JAMES  STANLEY  325 

Medio  General 


EVANS,  ROBERT  SHELDON  267 

Crone 

EVERINGHAM,  LYLE  312 

Kroger 

EXLEY  JR.,  CHARLES  E.  336 

NCR 


FARLEY,  WILLIAM  289 

Fruit  of  the  Loom 

FARMER,  RICHARD  T.  257 

Cintos 

FARRELL.  DAVID  C.  322 

May  Department  Stores 

FARRINGTON.  JERRY  S.  379 

Texas  Utilities 

FERBER.  NORMAN  ALAN  358 

Ross  Stores 

FERGUSON,  DANIEL  C.  337 

Newell 

FERGUSON,  RONALD  E.  291 

General  Re 

FERGUSON,  WILLIAM  C.  342 

Nynex 

FERGUSON  JR.,  ROBERT  R.  282 

First  Fidelity  Boncorporotion 

FERLAND,  E.  JAMES  354 

Public  Service  Enterprise  Group 

EERY  JOHN  B.  243 

Boise  Cascade 

FIGGIE  JR.,  HARRY  E.  281 
Figgie  International 

FILDES,  ROBERT  A.  254 

Cetus 

FILL,  DENNIS  C.  393 

Westmork  Intemotionol 

FIREMAN,  PAUL  356 

Reebok  International 

FISHER,  CHARLES  THOMAS  336 

NBD  Bancorp 

FISHER,  DONALD  GEORGE  289 

The  Gap 

FISHER,  GEORGE  M.  C.  332 

Motorola 

FLAMSON  III,  RICHARD  J.  364 

Security  Pacific 

FLETCHER  JR.,  CHARLES  K.  301 

HomeFed 

FLOOD,  HOWARD  L.  282 

First  Boncorporotion  of  Ohio 

FOOS,  RAYMOND  A.  246 

Brush  Wellman 

FORD.  JOE  T  223 

Alltel 

FORSTER.  PETER  H.  273 

DPI 

FORT.  JOHN  FRANKLIN  382 

Tyco  Laboratones 

FORWARD,  GORDON  E.  254 

Chaparral  Steel 

FOSTER,  LOUIS  WILLIAM  382 

20th  Century  Industries 


FOSTER,  WILLIAM  E.  371 

Stratus  Computer 

FOX,  EDWARD  A.  374 

Student  Loan  Marketing  Assn. 

FOX.  JOSEPH  CARTER  256 

Chesapeake 

FRANKINO.  SAM  J.  222 

Agency  Rent-A-Car 

FRAieE  JR.,  JOHN  P.  252 

Centel 

FREEMAN,  ROBERT  M.  365 

Signet  Banking 

FREIMAN,  PAUL  E.  375 

Syntex 

FRENZEL  III,  OTTO  NICHOLAS  328 

Merchants  Notionol 

FRIEDLEY,  DAVID  P.  376 

Tektronix 

FRISTEDT.  HANS  280 

Esselte  Business  Systems 

FURLAUD.  RICHARD  M.  370 

Squibb 


1 


GABBARD,  0.  GENE  376 

Telecom-USA 

GAMBILL,  MALCOLM  W.  298 

Harsco 

GAMMIE.  ANTHONY  P.  243 

Bowater 

GATES  III.  WILLIAM  H.  330 

Microsoft 

GAULT,  STANLEY  CARLETON  359 

Rubbennaid 

GEIER,  JAMES  A.  D.  257 

Cincinnati  Milocron 

GEIER  JR.,  PHILIP  HENRY  306 

Interpublic  Group 

GEIST.  JAMES  E.  316 

Lincoln  Telecommunications 

GEIST.  JERRY  DOUGLAS  354 

Public  Service  Co.  of  New  Mexico 

GELB.  RICHARD  L.  246 

Bristol-Myers 

GEORGES.  JOHN  A.  306 

International  Paper 

GERBER.  HEINZ  JOSEPH  292 

Gt^rber  Scientific 

GEi;STEL.  MARTIN  STEPHEN  228 

Alzc, 

GERSTELL.  A.  FREDERICK  250 

ColMot 

GIACCO,  ALEXANDER  F.  300 

Himont 

GIFFORD.  NELSON  S.  271 

Dennison  Mfg. 

GILBERT.  S.  PARKER  331 

Morgan  Stanley  Group 

GILL.  DANIEL  E.  240 

Bousch  &  Lomb 

GILLEUND.  RICHARD  230 

Americon  Medical  International 
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HOW  BUSY  INFORMATION  EXECUTIVES  STAY  ONLINE 


With  new  technology  and  applications  generating 
new  possibilities  and  problems  and  raising 
new  questions,  more  information  executives  are 
turning  to  a  special  source  for  the  answers: 
The  BusinessWeek  Newsletter  for  Information 
Executives. 

Busy  information  executives  can't  keep  up  with  all 
the  developments  and  advances  in  technology 
that  are  changing  the  face  of  information  systems. 
One  of  the  services  provided  by  The  BusinessWeek 
Newsletter  for  Information  Executives  is  a  con- 
tinual monitoring  of  these  changes  and  their 
possible  impact  on  you. 

In  every  issue,  McGraw-Hill  business  journalists 
and  specialists  report  on,  analyze,  and  interpret  the 
entire  gamut  of  information  systems  innovation 
and  development,  from  personal  career  enhance- 
ment and  effective  deployment  of  personnel  to  cost 
control  and  the  risks  and  rewards  of  leasing. 
They're  helping  readers  make  the  most  of  the 
astonishing  changes  now  taking  place  in  technol- 
ogy services,  and  even  the  role  and  responsibilities 
of  the  information  manager 

Crisis  management:  Coping  with  worms,  viruses, 
terrorists,  budget  cuts,  and  other  disasters. 

IVIess  or  mesh:  Knitting  together  diverse  PC's,  main- 
frames communications  systems,  and  software. 


Boardroom  Negotiations:  Clearing  corporate  roadblocks. 

Telecommunications  Director:  Rival  or  ally? 

Executive  Information  Systems:  Are  these  worksta- 
tions for  CEOs  a  threat  to  Information  Managers? 

Exclusive:  The  Spending  Spreadsheet 

In  each  issue,  The_BusinessWeek_Newsletter  for 
Information  Executives  features  a  "Spending 
Spreadsheet"  for  different  industries.  Available 
nowhere  else,  these  up-to-the-minute  estimates  of 
information  systems  spending  patterns  can  be 
incorporated  into  reports,  proposals,  or  even 
authoritative  presentations  commanding  the 
respect  of  senior  management. 

McGraw-Hill  Guarantees  Your 
Satisfaction 

A  one-year  subscription  includes  25  issues,  for 
$495.  You'll  also  receive  a  handy  binder  to  hold 
your  issues.  To  start  your  subscription,  call 
1-800-445-9786  toll-free  or  212-512-2184 

and  have  your  credit  card  ready  Guarantee:  Your 
money  refunded  on  all  undelivered  issues  if 
not  completely  satisfied. 


The  BusinessWeek  Newsletter  for  Information  Executives 
1221  Avenue  of  the  Americas,  36th  f  I. 
New  York,  NY  10020 
Att:  Circulation  Department 
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GILLESPIE.  ROBERT  W.  365 

Society 

GILMARTIN.  JOHN  A.  330 

Miliipore 

GILMARTIN,  RAYMOND  V.  240 

Becton,  Dickinson 

GINN,  SAM  345 

Pacific  Telesis  Group 

GINSBERG.  WILLIAM  BRUCE  251 

Cellular  Communications 

GLANCY  III.  ALFRED  ROBINSON  325 
MCN 

GLASS.  DAVID  DAYNE  390 

Wal-Mod  Stores 


GUSSER,  JAMES  J. 

Gatx 

GLEASON,  ALFRED  M. 

PacifiCorp 

GLUCK.  HENRY 

Caesars  New  Jersey 

GLUCK.  HENRY 

Coesars  World 


290 
345 
247 
247 


GOESSEL,  WILLIAM  WARREN  298 

Hamischfeger  Industries 

GOIZUETA.  ROBERTO  C.  260 

Coca-Cola 


GOLDSMITH.  BRAM  253 

City  National 

GOLDSTEIN.  IRVING  262 

Communications  Sotellite 


GOLDSTEIN.  STANLEY  P. 

Melville 


328 


GONDA.  LESLIE  L  305 

International  Lease  Rnonce 

GORMAN.  JOSEPH  T.  381 

TRW 

GORMLEY.  DENNIS  J.  281 

Federal-Mogul 

GORNTO  JR..  ALBERT  B.  368 

Sovron  Financial 

GOTTWALO  JR..  FLOYD  DEWEY  280 

Ethyl 

GOWER.  BOB  G.  320 

Lyondell  Petrochemical 

GRACE.  J.  PETER  296 

W.  R.  Grace 

GRAHAM.  KATHARINE  391 

Washington  Post 

GRAINGER.  DAVID  WILLIAM  296 

W,  W.  Grainger 


GRASS.  ALEX 

Rite  Aid 


357 


GREEHEY,  WILLIAM  EUGENE  388 

Valero  Energy 

GREEN,  ALVAR  JAMES  236 

Autodesk 

GREEN  JR.,  RICHARD  CALVIN  388 

UtiliCorp  United 


GREENBERG,  AUN  C. 

Beor  Steams 


240 


GREENBERG.  MAURICE  R.  229 

American  Intemotional  Group 

GREENBERG.  ROBERT  312 

L  A  Gear 

GREENWALT.  CLIFFORD  L.  252 

Central  Illinois  Public  Service 

GREGORY,  MARION  F.  365 

Snop-on  Tools 

GREMBAN.  JOE  L.  365 

Sierra  Pacific  Resources 

GRIEVE.  PIERSON  M.  276 

Ecolob 

GRIFFIN.  HAYNES  GLENN  388 

Vanguard  Cellular  Systems 

GRINSTEIN.  GERALD  247 

Burlington  Northern 

GRISANTI.  EUGENE  P.  305 

International  Flavors  &  Fragrances 


GROSFELD,  JAMES 

PHM 

GROVE.  ANDREW  S. 

Intel 

GRUA,  RUDOLPH 

General  Binding 

GRUM,  CLIFFORD  J. 

Temple-Inland 

GUMBINER,  LEWIS  ROBERT 

FHP  Intemotional 

GUTFREUND,  JOHN  H. 

Salomon 

GUYTON,  ROBERT  P. 

Bank  South 

GUZZLE,  TIMOTHY  L 

Teco  Energy 


HABIG,  THOMAS  L. 

Kimball  Intemationol 


350 


305 


290 


378 


281 


359 


239 


376 


311 


HADDOCK,  RONALD  WAYNE  230 

American  Petrofino 


228 


HADDON,  TIMOTHY  J. 

Amax  Gold 

HAGEN,  JAMES  A  263 

Conroil 

HAHN  JR.,  THOMAS  MARSHALL  292 

Georgia-Pacific 

HAINES,  JORDAN  L.  288 

Fourth  Rnancial 

HALE,  ROGER  W.  317 

Louisville  Gas  &  Electric 

HALL,  JOHN  RICHARD  235 

Ashland  Oil 

HALSEY,  6RENT0N  S.  307 

James  River  Corp.  of  Virginia 

HAMILTON,  FREDERIC  C.  297 

Hamilton  Oil 

HAMMER,  ARMAND  342 

Occidental  Petroleum 

HARLAN.  NEIL  E.  324 

McKesson 

HARLOW  JR.,  JAMES  G.  343 
Oklahoma  Gas  &  Electric 

HARPER,  CHARLES  M.  262 

ConAgra 

HARRELL,  HENRY  HOWZE  384 

Universal 


HARRIS,  KING  W. 

Pittway 

HARRISON,  KEN  L. 

Portland  General 


HARVEY,  GEORGE  B. 

Pitney  Bowes 

HARVEY,  JAMES  ROSS 

Tranjamerico 


HAUGH.  ROBERT  JAMES 

St.  Paul 


351 
352 


HARTLEY.  JOHN  THOMAS  298 

Harris 


351 
380 


HASSELWANDER,  ALAN  C.  357 

Rochester  Telephone 

HASSENFELD.  ALAN  G.  299 

Hasbro 

HATHAWAY,  H.  GRANT  278 

Equitable  Boncorporotion 

HATSOPOULOS.  GEORGE  N.  379 

Thermo  Electron 


370 


HAUPTFUHRER,  ROBERT  P.  344 

Oryx  Energy 

HAUSPURG,  ARTHUR  263 

Consolidated  Edison  Co.  of  N.  V. 


HAVERTY,  HAROLD  V. 

Deluxe 


271 
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HECHINGER  SR.,  JOHN  W.  299 
Hechinger 

HEIM,  DONALD  J.  391 

Washington  Gas  Light 

HEIMERICH  III,  WALTER  HUGO  299 

Helmerich  &  Payne 

HEMMINGHAUS,  ROGER  ROY  272 

Diamond  Shamrock  R&M 


HENDEE  JR.,  JOHN  H. 
Firstar 


HENNESSEY,  FRANK  M. 

Hondieman 


284 


297 


HENNESSY  JR.,  EDWARD  L.  223 

Allied-Signal 


HERRICK,  TODD  WESLEY 

Tecumseh  Products 


376 


HERRING.  LEONARD  GRAY  320 
Lowe's  • 


HESS,  LEON 

Amerada  Hess 

HIAn.  ARNOLD 
Stride  Rite 

HIBBARD,  DWIGHT  H. 

Gncinnati  Bell 

HICKEY,  FRANK  G. 

Generol  Instrumenr 


228 


371 


257 


291 


HICKINGBOTHAM,  FRANK  D.  376 

TCBY  Enterprises 

HILLENBRAND,  W.  AUGUST  300 

Hillenbrond  Industries 


HILTON,  BARRON  300 

Hilton  Hotels 

HINES.  ANDREW  HAMPTON  285 

Florida  Progress 


HIRSCH,  UURENCE  E. 

Centex 

HIRSCH,  LEON  C. 

U.  S.  Surgical 

HIRSCH,  NEIL  S. 

Telerotc 

HOBLITZELL  JR.,  ALAN  P. 
MNC  Financial 

HOCH,  ORION  L 

Litton  Industries 

HOCH,  STANDLEY  H. 

General  Public  Utilities 

HOCK,  DELWIN  D. 

Public  Service  Co.  of  Colorado 


HODOWAL,  JOHN  RAYMOND  306 

Ipoico  Enterprises 

HOLCOMBE,  WILLIAM  J.  304 

Imo  Industries 

HOLLINGSWORTH,  DAVID  S.  299 

Hercules 


HOLIIS,  PETER  B. 

Ames  Department  Stores 


231 


HOOK,  HAROLD  SWANSON  229 

American  General 


HOOVER,  WILLIAM  RAY 

Computer  Sciences 


262 


HORNE,  TIMOTHY  P. 

Watts  Industries 

HOUGHTON.  JAMES  R. 

Coming 

HOWARD,  JAMES  J. 

Northern  States  Power 

HOWE.  STANLEY  M. 

HON  Industries 

HOWELL,  WILLIAM  R. 

J.  C.  Penney 


391 


266 


339 


301 


346 


HOWSON.  ROBERT  EDWARD  324 

McOermotI  International 


HOYT  JR.,  HENRY  H. 
Carter-Wallace 

HUGEL,  CHARLES  E. 

Combustion  Engineering 

HUGGARD,  E.  DOUGLAS 

Atlantic  Energy 

HUHN,  DAVID  R. 

Mercantile  Stores 

HUlZENGA,  H.  WAYNE 

Blockbuster  Entertainment 

HUNSUCKER,  ROBERT  D. 

Panhandle  Eostem 

HUNT,  JACK 

Tejon  Ranch 


251 


261 


235 


328 


346 


376 


HURLEY,  WILLARD  L.  281 

First  Alabama  Boncshares 


HUnON,  EDWARD  LUKE 

Chemed 


256 


HYDE,  CHARLES  F. 

Oshkosh  B'Gosh 


344 


HYMAN,  MORTON  PETER  344 

Overseas  Shipholding  Group 


D 


lACOCCA,  LEE  A. 

Chrysler 


256 


IRVIN,  TINSLEY  H.  223 

Alexander  &  Alexonder  Services 


ITOH,  SEISHICHI 

Union  Bank 


IVERSON,  F.  KENNETH 

Nucor 


382 
342 


JACOBSEN,  THOMAS  H. 

Mercantile  Bancorporotion 

JACOBSON,  ALLEN  F. 

Minnesoto  Mining  &  Mfg 

JACOBSON,  ISHIER 

Citizens  Utilities 


328 


258 


JANSSEN,  RICHARD  J.  363 

Scripps  Howard  Broadcasting 


JARREn,  JERRY  V. 

Amerilrust 

JENNINGS.  A.  DRUE 

Konsas  City  Power  &  Light 

JOHNSON,  A.  CURK 

Union  Texas  Petroleum 


JOHNSON,  CHARLES  B 

Franklin  Resources 

JOHNSON,  CURK  A. 

Pier  1  Imports 

JOHNSON,  DAVID  W. 

Gerter  Products 

JOHNSON,  JAMES  L 

GTE 


JONES,  DAVID  A. 

Humana 


JONES,  DAVID  R. 
Atlanta  Gas  Light 


231 
310 
383 


JOHNSON,  ARNOLD  LEWIS  320 

Magma  Power 


289 
350 
292 
297 


JOHNSON,  UOYD  PETER  339 
Norwest 


JOHNSON,  WILLIAM  E. 

Scientific  Atlanta 


JOHNSTONE  JR.,  JOHN  W.  343 
Olin 


302 


JONES,  DAVID  CHARLES  334 

National  Education 


235 


JONES,  JOHN  E. 

CBI  Industries 

JONES,  THOMAS  V. 

Northrop 

JORDAN,  DON  D. 

Houston  Industries 

JUNKINS,  JERRY  R. 

Texas  Instruments 


339 
301 
379 


KAMPEN,  EMERSON 

Great  Lakes  Chemical 


KARATZ,  BRUCE  E. 

Kaufman  &  Brood 


296 


310 


261 


KAUFMAN,  VIGOR  A. 

Columbia  Pictures  Entertoinment 

395 


KEARNS.  DAVID  T. 

Xerox 

KEIFFER,  E.  GENE 

E-Systems 

KELLEHER.  HERBERT  D. 

Southwest  Airiines 

KELLEY.  ROBERT 

Noble  Affiliates 

KELLEY,  WENDELL  J. 

Illinois  Power 


274 


368 


338 


302 


/  \ 
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DADDY 


CENTEL 

Wherever  life  takes  you.  Centel  keeps  you 
close  to  home.  Our  cellular  system  is  already 
second  in  number  of  markets  served  and 
growing  fast.  Hardly  surprising,  considering 
our  leadership  position  in  digital  switching  and 

fiber  optics,  expertise  our  people  at 
Centel  Cellular  share  with  their  colleagues  at  our 
telephone  operations.  All  of  which  helps  us 
bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

•Cellular  Communications- 
•  Telephone  •  Business  Systems  • 
•  Power  Distribution  ■ 
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KEMPER.  DAVID  W.  261 

Commerce  Bancshares 

KEMPER,  RUFUS  CROSBY  384 

United  Missouri  Bancshares 

KENNEDY,  BERNARD  JOSEPH  334 

Notional  Fuel  Gas 

KENNEDY,  BRUCE  ROGER  222 

Alosko  Air  Group 

KENNEDY,  GEORGE  D  305 

International  Minerals  &  Chemical 

KENNEDY,  JOHN  R.  280 

Federal  Roper  Board 

KENNEDY,  ROBERT  DEUiAONT  383 

Union  Carbide 

KETEISEN,  JAMES  I.  378 

Tenneco 

KEYES.  JAMES  H.  307 

Johnson  Controls 

KING,  MICHAEL  GORDON  312 
King  World  Productions 

KING,  WILLIAM  JOSEPH  271 

DoupHin  Deposit 

KINNEAR,  JAMES  W.  378 

Texaco 

XIRBY  II,  FRED  M.  223 

Alleghony 

KIRSCHNER,  SIDNEY  334 

National  Service  Industries 

KLAMON,  LAWRENCE  P.  289 

Fuqua  Industries 

KNIGHT,  CHARLES  F.  278 

Emerson  Electric 

KNIGHT,  PHILIP  H.  338 

Nike 

KNOWLTON,  RICHARD  L.  301 

Geo  A  Hormel 

KNUDSON,  DARRELL  G  282 

First  Bonk  System 

KOGER,  IRA  McKISSICK  312 

Koger  Properties 

KOSSICK,  ROBERT  M.  334 

Nationol  Community  Bonks 

KOZLOWSXI,  PAUL  G.  263 

Contel  Cellular 

KRASNOFF,  ABRAHAM  34S 

Pall 

KRAUSE,  L  WILLIAM  379 

3Com 

KREBS,  ROBERT  D.  362 

Santa  fe  Pacific 

KREHBIEL.  FREDERICK  A.  331 

Molex 

KRUMM.  DANIEL  J.  322 

Maytag 

KUCHARSKI,  JOHN  M.  276 
EG8.G 

KUEHN  JR.,  RONALD  L.  366 
Sonat 

KUGLER  JR.,  FRANK  J.  339 

Northeoit  Boncorp 

KUNISCH,  ROBERT  D  350 
PHH 

KURZ,  HERBERT  352 

Presidentiol  Life 


KUSE,  JAMES  RUSSELL  292 

Georgia  Gulf 


LAFRANKIE,  JAMES  V.  230 

American  Water  Woris 

UHOURUDE,  JOHN  B.  320 

luby's  Cafeterias 

UIDIG,  WILLIAM  R.  296 

Great  Northern  Nekoosa 

UMOTHE.  WILLIAM  EDWARD  310 

Kellogg 

LANGENBERG,  FREDERICK  C.  305 

Interiake 

URSEN,  RALPH  S.  307 

Johnson  &  Johnson 

URSEN,  TERRENCE  A.  266 

CoreStates  Financial 

LARSON,  ELWIN  S.  246 

Brooklyn  Union  Gos 

LAVIN,  LEONARD  H.  222 

Alberto-Culver 

LAY,  KENNHH  LEE  278 

Enron 

LAZARUS,  CHARLES  380 

Toys  R'  Us 

LEBUNC,  RAYMOND  ALBERT  311 

Keystone  International 

LEE,  WILLIAM  STATES  274 

Duke  Power 

LEHMKUHL,  UWRENCE  A.  370 

St  Jude  Medical 

LENZIE,  CHARLES  ALBERT  337 

Nevodo  Power 

LESER,  UWRENCE  A.  363 

E  W  Scnpps 

LEVINE,  LEON  280 

Family  Dollar  Stores 

LEVY,  LESTER  A.  336 

NCH 

LEWIS,  ANDREW  (DREW)  L.  383 

Union  Pacific 

LEWIS,  PETER  BENJAMIN  353 

Progressive 

LEWIS  JR.,  JOHN  CURK  228 

Amdahl 

LINDEMANN,  GEORGE  LYLE  329 

Metro  Mobile  CIS 

LINDLEY,  JAMES  G.  366 

South  Corolino  National 

LINDNER,  CARL  HENRY  346 

Penn  Central 

LINDNER,  CARL  HENRY  383 

United  Brands 

LIPPINCOn,  PHILIP  E.  363 

Scott  Paper 

LIPTON,  AUN  307 

Jan  Bell  Mariteting 

LIU,  LEE  302 
IE  Industries 

LONG,  ROBERT  MERRILL  317 

Longs  Dr\jg  Stores 


LORENZO,  FRANCISCO  A.  378 

Texas  Air 

LOUCKS  JR.,  VERNON  R.  240 

Baxter  Intemotionol 

LOVE,  HOWARD  McCLINTIC  334 

National  Intergroup 

LUCIANO,  ROBERT  P.  362 

Schering-Plough 

LUECKE,  JOSEPH  E.  311 

Kemper 

lUERSSEN,  FRANK  W.  304 

Inland  Steel  Industries 

LUISO,  ANTHONY  306 

International  Multifoods 

LUKE,  JOHN  A.  393 

Westvoco 

LUPBERGER,  EDWIN  278 

Entergy 

LURTON,  H.  WILLIAM  307 

Joslens 

LUX,  JOHN  H.  231 
Ametek 

LYNN,  JAMES  THOMAS  220 

Aetna  Life  8.  Casualty 


MACALEER,  RICHARD  JAMES  364 

Shored  Medical  Systems 

MACALLISTER,  JACK  A.  386 

US  West 

MACHIZ,  LEON  236 

Avret 

MACKE,  KENNETH  A.  271 

Dayton  Hudson 

MADAR,  WILLIAM  PAUL  338 

Nordson 

MADDEN,  RICHARD  BUINE  352 

Potlatch 

MAHONEY,  RICHARD  J.  331 

Monsanto 

MAHONEY,  ROBERT  W.  272 

Diebold 

MAINES,  CLIFFORD  BRUCE  359 

Safeco 

MALONE,  JOHN  C.  376 

Tele-Communications 

MALONE  JR.,  WALUCE  D.  368 

SouthTr\;sl 

MAIONEY,  GEORGE  T.  239 

C  R  Bard 

MALOn,  ROBERT  H.  285 
FMC 

MANCHESKI,  FREDERICK  J.  276 

Echlin 

MANDEL,  MORTON  L  352 

Premier  Industrial 

MANLEY,  MARSHALL  228 

AmBose 

MANOOGIAN,  RICHARD  A.  321 

Masco 


MANOOGIAN,  RICHARD  A.  322 

Mosco  Industries 

MANZI,  JIM  P.  317 

Lotus  Development 

MARCUM,  JOSEPH  URUE  343 

Ohio  Casualty 

MARCUS,  BERNARD  300 

Home  Depot 

MARION,  ANDRE  FERNAND  232 

Applied  Biosystems 

MARK,  REUBEN  260 

Colgote-Polmolive 

MAROUS,  JOHN  C.  392 

Westinghouse  Electric 

MARRIOn  JR.,  J.  W.  321 
Marriott 

MARRON,  DONALD  B.  345 

PoineWebber  Group 

MARSHALL,  JOSEPH  W.  302 

Idaho  Power 

MARSHALL,  THOMAS  234 

Aristech  Chemical 

MARTIN,  J.  UNDIS  239 

Baroid 

MARTIN,  J.  UNDIS  338 

NL  Industries 

MARTINI  JR.,  EMIL  P.  241 

Bergen  Brunswig 

MASCOnE,  JOHN  P.  266 

Continental  Corp. 

MASUK,  SAMUEL  H.  220 

Acuson 

MAXWELL,  DAVID  0.  280 

federal  Notional  Mortgage  Assn 

MAXWELL,  HAMISH  350 

Philip  Moms 

McCAIN,  WARREN  E.  222 

Albertson's 

MeCALL  JR.,  ALVIN  A.  359 
Ryan's  Family  Steak  Houses 

McCarthy  jr.,  Walter  j  272 

Detroit  Edison 

McCAUGHAN,  JOHN  F.  242 

Betz  Loborotories 

McCAW,  CRAIG  0.  322 

McCaw  Cellular  Communications 

McCLEMENTS  JR.,  ROBERT  374 
Sun 

McCOLL  JR.,  HUGH  LEON  336 
NCNB 

McCONNELL,  JOHN  H.  395 

Worthington  Industries 

McCONOMY,  THOMAS  A.  250 

Colgon  Carbon 

MtCORD,  WILLIAM  C.  278 

Enserch 

Mccormick  jr.,  charles  p.  324 

McConnick 

Mccormick  jr  ,  william  t  260 

CMS  Energy 

McCOY,  JOHN  BONNn  238 

Bone  One 

McCUlLOUGH,  SAMUEL  A.  329 

Mendian  Bancorp 

McDonald,  randal  b.  347 

Pennzoil 


McDONElL,  HORACE  G.  347 

Perkin-Elmer 

McDonnell,  john  finney  324 

McDonnell  Douglas 

McGILLICUDDY,  JOHN  F.  320 

Monufacturers  Hanover 

McGOVERN,  R.  GORDON  250 

Campbell  Soup 

McGOWAN,  GEORGE  V.  238 

Boltimore  Gas  &  Electric 

McGOWAN,  WILLIAM  G.  324 

MCI  Communications 

McKENNA,  QUENTIN  C.  311 

Kennometol 

McKENNA,  WILLIAM  J.  310 

Kellwood 

McKERNAN,  LEO  JOSEPH  258 

Clark  Equipment 

McKINNON,  ARNOLD  BORDEN  339 

Norfolk  Southern 

Mcknight,  roy  332 

Mylon  Laboratories 

McURH  III,  THOMAS  F.  234 

Arido 

McMULLIAN,  AMOS  RYALS  285 

Flowers  Industnes 

McNEALY,  SCOn  GLENN  374 

Sun  Microsystems 

McNEER,  CHARLES  S.  394 

Wisconsin  Energy 

McNUn,  JACK  WRAY  332 

Murphy  Oil 

Mcpherson,  FRANK  A.  311 

Kerr-McGee 

MUD,  GEORGE  W.  263 

Consolidated  Papers 

MUDLOCK,  JAMES  WILLIAM  305 

Intergraph 

MEDLIN  JR.,  JOHN  G.  284 
First  Wochovio 

MENDEL,  PERRY  312 

Kinder  Core 

MERLO,  HARRY  A.  317 

Louisiana-Pacific 

MERRIFIELD  III,  LEWIS  BIEHL  350 

Pic  N'  Save 

MERRILL.  RICHARD  THOMAS  261 

Commerce  Cleonng  House 

MILER,  MARTIN  C.  300 

Hibemia 

MILLER,  CHARLES  D.  236 

Avery  Intemotionol 

MILLER,  DANE  A.  242 

Biomet 

MILLER,  EUGENE  ALBERT  261 

Comenca 

MIUER,  HAROLD  TAYLOR  301 

Houghton  Mifflin 

MILLER,  PAUL  ALBERT  345 

Pacific  Enterprises 

MILLER,  RICHARD  A.  252 

Centerior  Energy 

MILLER,  RICHARD  M.  266 

Corroon  &  Black 


MILLER.  THOMAS  MILTON  304 

INB  Financial 

MINIX,  FORREST  LEE  267 

Crawford 

MITCHELL,  EDWARD  F.  352 

Potomac  Electric  Power 

MITCHELL.  GEORGE  P.  330 

Mitchell  Energy  &  Development 

MOCKLER  JR..  COLMAN  M.  292 

Gillette 

MOFFEn,  JAMES  ROBERT  289 

Freeport-McMoRon 

MONTEITH  JR.,  WALnR  H.  366 
Southern  New  England  Tel, 

MONTGOMERY,  JAMES  F.  296 

Great  Western  Financial 

MONTRONE,  PAUL  MICHAEL  393 

Wheelabrotor  Technologies 

MOODY  JR.,  JAMES  LEANDER  297 

Honnaford  Brothers 

MOORE,  M.  THOMAS  258 

Clevelond-Cliffs 

MORCOn,  SOUTHWOOD  J.  270 

Dona 

MORGAN,  JAMES  C.  234 

Applied  Materials 

MORITZ,  CHARLES  W.  274 

Dun  &  Brodstreel 

MORITZ,  DONALD  I.  280 

Equitable  Resources 

MORROW,  RICHARD  M.  231 

Amoco 

MOSELEY,  JACK  386 

USF8.G 

MULUNE,  ROBERT  E.  238 

Bally  Mfg. 

MUNDT,  RAY  B.  223 

AIco  Standard 

MUNGER,  CHARLES  T.  392 

Wesco  Finonciol 

MUNRO,  JOHN  RICHARD  379 

Time  Warner 

MURDOCH,  ROBERT  W.  312 

Laforge 

MURDOCX,  DAVID  H.  251 

Castle  &  Cooke 

MURPHY,  JOHN  JOSEPH  274 

Dresser  Industries 

MURPHY,  THOMAS  S.  250 

Copital  Cities/ABC 

MURRAY.  ALLEN  E.  331 

Mobil 

MURRAY,  TERRENCE  284 

Fleet /Norstor  Financial  Group 

MYLOD,  ROBERT  J.  329 

Michigon  National 


NUR,  JAMES  W.  392 

Wendy's  International 

NEI,  GARY  E.  320 

LyphoMed 
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lo  stay  ahead,  Cj^Os  must  rethink  their 
'tttiiudes  toward^Cfifporate  restructuring, 
icchnology  ariXpublic  e 


n  tne  race  or  me  competition,  Amer- 
ica seems  dangerously  complacent. 
The  12  nations  of  the  European 

 Community  are  busily  preparing  for 

the  integration  of  their  economies  in 
1992.  Russia  and  Eastern  Europe  are 
rapidly  freeing  themselves  from  politi- 
cal and  economic  contraints.  And  the 
Pacific  Rim  is  quickly  becoming  the 
world's  manufacturing  center. 

Hiiv  can  American  corporations 
remain  competitive  in  the  coming  dec- 
ade? That  was  the  subject  of  a  Business 
Week  symposium  entitled,  "Sustaining 
the  Gains:  A  CEO's  Agenda  for  the 
1990s"  held  last  week  in  Washington 
D.C.'s  Willard  Inter-Continental  hotel. 
More  than  140  CEOs  from  America's 
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"Managements  should  focus 
their  resources  on  financing 
and  managing  one  or 
tM'o  core  businesses  where 
the  Board  of  Directors  has 
decided  to  compete. " 

Barry  Friedberg 

Director  of  Investment  Banking 

Merrill  Lynch  &  Co. 


"By  making  information 
flow  more  freely  in  an 
organization,  you  suspend 
traditional  management 
functions  which  withhold 
information." 

William  McGowan 
Chairman  i>nd  CEO 
MCI  Communications 
Corporation 


largest  corporations  heard  business  lead- 
ers call  for  an  American  perestroika— 
with  new  capital  structures,  advanced 
technology,  and  a  better  educated 
workforce. 

At  a  session  entitled  "Managing 
Corporate  Change  in  a  Hostile  Environ- 
ment," a  number  of  voices  argued  that 
American  corporations  must  restructure 
themselves  to  remain  competitive. 

"Corporate  America  entered  the  eight- 
ies highly  diversified  and  less  focused 
than  it  had  been  in  the  prior  decade." 
explained  Barry  Friedberg,  Merrill 
Lynch's  Director  of  Investment  Banking. 
Corporations  were  poorly  equipped  to 
compete  in  newly  deregulated  markets 
and  against  intensified  international  com- 
petition. Moreover,  depressed  stock 
prices  and  a  booming  high-yield  market 
made  them  particularly  vulnerable  to 
unsolicited  bids. 

Friedberg  recommended  that  manage- 
ments maximize  their  returns  on  corpo- 
rate assets  and  enhance  shareholder  value 
by  "focusing  their  resources  on  financing 
and  managing  one  or  two  core  businesses 
where  the  Board  of  Directors  has  decided 
to  compete."  That  strategy,  he  said,  will 
improve  productivity  and  attract  greater 
investor  interest,  since  the  equity  markets 
have  placed  greater  value  on  less  diversi- 
fied companies.  While  it  often  means 
divesting  non-core  units  and  substantial 
borrowing,  he  pointed  out  that  this 
approach  should  minimize  the  gap 
between  the  public  and  breakup  values  of 
many  corporations. 

Four  CEOs  on  the  panel,  all  veterans 
of  dramatic  restructurings,  showed  how 
the  experience  helped  make  their  com- 
panies more  profitable.  James  Bere,  CEO 
of  Borg-Warner,  which  went  private  in 
1987,  said  the  LBO  encouraged  his  man- 
agers to  make  the  tough  decisions  neces- 
sary to  keep  the  company  competitive. 
"Many  managers  use  the  LBO  as  an 
excuse  to  do  what  they  should  have  been 
doing  all  along,"  he  said. 

Bruce  Bickner,  CEO  of  DeKalb 
Genetics  Corp.  and  DeKalb  Energy  Co., 
argued  that  a  well-planned  restructuring 
can  serve  the  best  interests  of  corporate 
employees  as  well  as  investors.  His  com- 
pany sold  off  a  number  of  its  divisions 
and  split  the  remainder  into  three  sepa- 
rate companies  in  1988.  Senior  corporate 
officers,  including  those  who  worked 
themselves  out  of  their  jobs,  were  com- 
pensated with  generous  cash  payments 


based  on  incremental  increases  in  the 
company's  stock.  Other  corporate  staffers, 
says  Bickner,  "got  a  crash  course  in  com- 
plicated transactions  and  deal  structures 
and  could  leverage  that  into  terrific  job 
opportunities."  And  employees  who  found 
themselves  in  the  company's  newly  decen- 
tralized spinoffs  responded  with  increases 
in  performance  and  productivity. 

The  ultimate  goal  of  restructuring 
efforts,  the  panelists  agreed,  is  to 
make  companies  stronger  and  more  com- 
petitive. An  LBO  at  the  Jack  Eckerd 
Corporation  gave  CEO  Stewart  Turley, 
the  freedom  to  "spend  for  infrastructure, 
not  just  for  growth"  and  remodel  and 
upgrade  his  stores.  And  a  complicated 
restructuring  allowed  George  Kennedy, 
President  of  International  Minerals  & 
Chemical  Corporation,  to  spin  off  his 
volatile  commodity  chemical  and  fertil- 
izer divisions  and  transform  the  company 
into  a  high-growth  provider  of  medical 
products,  specialty  chemicals  and  animal 
health-care  products. 

Merrill  Lynch's  Friedberg  noted  that 
corporate  restructuring  is  just  beginning 
in  the  European  Community.  As  joint 
ventures,  cross-border  investment,  and 
M  &  A  transactions  between  the  US, 
Europe  and  Japan  increase,  American 
managers  and  Directors  will  have  to  keep 
their  eye  on  an  increasingly  complex 
global  chess  game. 

At  another  session,  entitled  "IT: 
Imperative  Technology,"  a  number  of 
experts  explained  why  CEOs  had  to  give 
up  old  ways  of  thinking  in  order  to  keep 
their  companies  technologically  competi- 
tive. "We're  halfway  through  the  infor- 
mation age,  but  we're  still  using 
factory-based  models  to  run  an  office 
based  economy,"  explained  Stanley  M. 
Davis,  author  of  "Future  Perfect,"  which 
won  Tom  Peters'  Business  Excellence 
Award  as  "Book  of  the  Decade." 

Davis  believes  the  CEO's  central  chal- 
lenge is  to  use  technology  to  develop  the 
management  and  organizational  tech- 
niques appropriate  to  their  businesses.  As 
an  example,  he  cites  clothing  manufac- 
turers who  have  linked  point-of-sale  reg- 
isters with  manufacturing  plants  in  the 
Far  East  to  cut  their  distribution  cycles. 
"You've  got  to  apply  the  future  technolo- 
gies to  your  current  business  to  survive," 
he  said. 

If  CEOs  have  to  learn  how  to  harness 
technology,  they  also  need  to  learn  when 


to  junk  it.  "The  average  age  of  the  major 
systems  programs  at  the  200  largest  com- 
panies is  seven  years,"  explained  David 
Teiger,  Chairman  of  United  Research,  a 
global  management  consulting  firm.  "In 
today's  world,  that  means  that  most  of 
our  systems  are  antiquated  and  incapable 
of  supporting  new  business  strategies." 

But  CEOs  who  want  to  keep  their  com- 
panies technologically  competitive  often 
face  sizable  internal  resistance.  "Tech- 
nology is  a  threat  to  a  lot  of  people  in  the 
company  who  are  trying  to  build  a  power 
base,"  says  William  McGowan,  Chair- 
man of  MCI  Communications  Corpora- 
tion. "Those  fears  are  entirely  justified 
because  by  making  information  flow 
more  freely  in  an  organization,  you  sus- 
pend traditional  management  functions 
which  withhold  information." 

It  takes  more  than  new  equipment  to 
bring  a  corporation  into  the  information 
age.  McGowan  says  some  CEOs  put  their 
information  systems  in  place  and  then 
"sit  there  and  conclude  it's  a  failure  when 
nothing  happens."  CEOs  have  to  be  per- 
sonally involved  as  catalysts  for  change 


with  their  companies.  "You  can  read  all 
the  textbooks  you  want,  but  you  won't 
feel  it  or  internalize  what  technology  can 
do  until  you've  had  some  contact  that's 
personally  beneficial,"  added  Richard 
Crandall,  CEO  of  Comshare.  "Only  then 
will  you  be  able  to  understand  how  tech- 
nology can  improve  relations  with  your 
customers  and  suppliers." 

Although  managers  have  traditionally 
used  technology  to  cut  staff  positions, 
eliminate  paper  flow  and  give  everybody 
consistent  information,  Crandall  believes 
the  real  benefits  of  technology  can  be 
gleaned  only  by  directing  management 
toward  new  ways  of  thinking.  If  you  ask: 
'How  can  I  use  technology  to  improve 
some  process  by  one  percent?'  you'll  get 
a  tactical  benefit  that's  clearly  valuable. 
But  if  you  ask  'How  can  I  use  technology 
to  encourage  new  ways  of  thinking  about 
our  business?'  you'll  get  a  strategic 
benefit  so  great,  it'll  be  impossible  to 
quantify." 

The  CEO's  most  important  challenge  is 
to  remain  technologically  competitive  in 


KEEPING  AMERICA  INNOVATIVE 


Why  do  some  countries  develop 
vibrantly  competitive  economies  as 
others  drift  into  economic  oblivion? 
CEOs  at  the  seminar  heard  two  gurus 
of  competitiveness  analyze  the  macro- 
economic  factors  that  encourage 
innovative  products  and  ideas. 

Michael  Porter,  Professor  of  General 
Management  at  Harvard  Business 
School,  travelled  to  ten  countries  to 
research  his  new  book,  "The  Competi- 
tive Advantage  of  Nations."  He  named 
three  factors  that  he  believes  encourage 
competitive  industries:  tough 
and  demanding  buyers, 
established  networks  of  do- 
mestic suppliers,  and  strong 
domestic  rivalries.  Porter 
argued  against  any  policies 
which  decrease  domestic  and 
international  competition. 
"Leading  the  quiet  life  is  not 
going  to  make  you  success- 
ful," he  concluded.  "You 
need  pressure  to  overcome 
your  normal  inertia." 


John  Young,  President  of  Hewlett- 
Packard  Company,  and  founding 
Chairman  of  the  Council  on  Competi  - 
tiveness, pointed  out  that  an  innovative 
economy  also  depends  on  the  skills, 
flexibility  and  motivation  of  the 
workforce.  He  defined  competitiveness 
as  "the  ability  of  a  nation  to  compete 
in  international  markets  while  raising 
the  standard  of  living  of  its  people," 
and  concluded  America  has  not  been 
truly  competitive  since  real  wages 
peaked  in  1970. 

To  improve  our  standard  of 
living  in  the  future,  Young 
said  corporations  will'have  to 
shorten  the  time  frame 
between  development  of  a 
product  and  the  time  it  takes 
to  reach  profitability.  They 
will  also  have  to  increase  the 
country 's  manufacturing 
effectiveness  with  better 
quality  control  on  the  factory 
floor  and  improved  white  col- 
lar productivity  in  the  office. 
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Richard  Crandall 
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"Vie  survivors  in  the  tech- 
nology race  will  not  only 
have  the  fastest  response 
time,  they  'II  have  the  fastest 
rates  of  learning." 

David  Teiger 
Chairman  and  CEO 
United  Research 


an  advanced  global  economy.  To  survive 
and  prosper,  they  will  have  to  learn  how 
to  adapt  to  the  increasingly  rapid  waves  of 
technological  innovation.  "For  a  truly 
successful  company,  it's  another  step  in  a 
journey  that  never  ends,"  says  United 
Research's  Teiger.  "The  victors  in  this 
race  will  not  only  have  the  fastest  res- 
ponse time,  they'll  have  the  fastest  rates 
of  learning ." 

That  learning,  of  course,  has  to  take 
place  throughout  American  society.  In  a 
keynote  speech  at  Business  Week's  60th 
Anniversary'  Dinner.  Labor  Secretary' 
Elizabeth  Dole  warned  that  jobs  created 
over  the  next  ten  years  will  be  more  com- 
plex and  will  demand  better  reading, 
writing  and  reasoning  skills.  "Not  only 
must  we  train  those  who  are  entering  the 
job  market  for  the  first  time,  but  we  must 
ensure  that  workers  already  in  the 
workforce  receive  relevant  retraining  that 
is  necessary  if  America  is  to  remain  com- 
petitive," she  said. 

But  at  a  seminar  entitled  "Inadequate 
Education:  The  Threat  to  Business,  the 
Role  of  the  Private  Sector,"  a  number 
of  corporate  and  educational  leaders 
argued  that  many  American  workers  do 
not  have  the  basic  educational  skills 
necessary  to  perform  in  a  technologically 
advanced  economy. 

CEOs  are  now  recognizing  that  a 
poorly  educated  workforce  is  a  cor- 
porate problem  as  well  as  a  social 
problem— and  one  that  will  have  a  pro- 
found impact  on  their  bottom  lines. 
"Poorly  educated  workers  mean  lost 
customers,  poor  product  quality,  lost 
shipments,  and  garbled  paperwork," 
explained  Lou  Gerstner.  CEO  of  RJR- 
Nabisco.  "I'm  perfectly  prepared  to 
teach  a  high  school  graduate  how  to 
operate  sophisticated  machinery,  but  my 
company  is  not  organized  to  teach  a  high 
school  graduate  how  to  read  or  add." 
The  problem  may  seem  remote  to  CEOs 
who  are  jettisoning  employees  in 
restructuring  efforts,  but  retailers  and 
financial  service  companies  are  already 
finding  it  increasingly  difficult  to  hire  the 
qualified  workers  they  need. 

To  overcome  the  bureaucratic  inertia 
of  the  educational  establishment  requires 
more  than  just  more  money.  It  requires 
new  ideas.  "The  entire  framework 
for  the  delivery  of  education  must  be 
altered,"  said  Peter  McWalters,  Super- 
intendent of  the  Rochester  N.Y.  school 


system.  "Doing  more  of  the  same,  or 
simply  doing  it  'harder'  will  not  suffice." 

Dr.  Warren  Bennis,  Distinguished 
Professor  of  Business  Administration  at 
the  University  of  Southern  California, 
believes  that  the  major  problem  occurs  in 
kinderganen  through  12th  grade.  "We  are 
raising  two  separate  cultures:  one  very 
literate  and  one  very  illiterate,"  he  said. 
Although  he  believes  solutions  will  have 
to  come  from  many  sources,  he  thinks  it's 
up  to  state  governm.ents  to  provide  incen- 
tives to  help  local  school  boards  to  "de- 
bureaucratize"  their  schools. 

William  Woodside,  Chairman  of  Sky 
Chefs  Inc.,  explained  how  businesses  can 
help  by  offering  jobs  to  graduates,  loan- 
ing executives,  offering  management 
assistance,  and  providing  financial  incen- 
tives. And  Dr.  Joseph  Fernandez,  Super- 
intendent of  the  Dade  County  Public 
Schools,  described  a  Miami  innovation 
which  may  be  the  ultimate  example  of 
school-business  partnership—  "satellite 
learning  centers"  in  businesses  and  fac- 
tories where  public  school  teachers 
teach  the  children  of  the  employees  who 
work  there. 

Educators  warned  CEOs  looking  for 
quick  results  that  rebuilding  the  country's 
educational  institutions  will  be  a  long- 
term  project.  It  is,  however,  not  an 
impossible  one.  "Most  of  the  current 
debate  is  about  tactics,  but  the  truth  is 
that  almost  anything  will  work,  as  long  as 
we  have  goals  and  work  towards  them," 
said  former  Tennessee  Governor  Lamar 
Alexander,  who  is  now  President  of  the 
University  of  Tennessee.  "I  am  con- 
cerned by  those  school  reform  advocates 
who  oversimplify  in  making  this  the 
answer  to  the  illiteracy  problem," 
concluded  Harold  W.  McGraw  Jr., 
Chairman  Emeritus  of  McGraw-Hill  and 
founder  of  the  Business  Council  for 
Effective  Literacy.  "It  will  take  con- 
siderably more  than  a  decade  for  real 
school  reform  to  have  any  significant 
effect  on  upgrading  the  basic  skills  of  our 
workforce." 

By  the  end  of  the  three-day  sympo- 
sium, a  consensus  gradually  emerged: 
The  future  can  be  ours,  but  it  will  be 
ours  with  a  struggle.  There  is  no  ume 
to  be  complacent.  Only  by  correcting 
our  weaknesses  and  transforming  our- 
selves can  we  survive  and  prosper  in  the 


coming  decade. 


Our 

Endangered 
Planet 


Ihe  global  environment 
crisis  is  not  science  fiction. 
The  world  faces  perhaps  its 
toughest  and  most  critical 
challenge  in  its  history- 
protecting  the  environment 
to  ensure  survival. 

Senator  Albert  Gore  of 
Tennessee,  one  of  the  most 
ardent  environmentalists 
in  Congress,  observes: 

"There  are  those  who 
look  for  every  possible 
excuse  not  to  act,  clinging 
to  the  frail  human  hope 
that  perhaps  environmen- 
tal problems  will  somehow 
go  away" 

Business  Week  thinks 
it's  time  for  corporate 
America  to  address  this 
important  issue.  So,  early 
in  1990,  in  our  ongoing 
series  of  advertising- 
supported  white  papers. 
Business  Week  will  pubUsh: 

Agenda  for  the  21st  Century: 
Managing  Earth 's  Resources 

Won't  your  company 
become  a  partner  with 
Business  Week  by  making 
the  environment  #1  on 
your  agenda  for  1990? 

For  more  information : 
Sue  Swarzman 
Project  Director 
(212)  512-3019 
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REDMOND,  PAUL  ANTHONY  391 

Woshinglon  Water  Power 

REED,  JOHN  SHEPARD  2SB 

Citicorp 

REHM,  JACK  D.  329 

Meredith 

REICHARDT,  CARL  E.  392 

Wells  Fargo 

REICHERT,  JACK  FRANK  246 

Brunswick 

RENIER,  JAMES  J.  301 

Honeywell 

REYNOLDS,  A  WILLIAM  290 

GenCorp 

RICE,  CHARLES  EDWARD  239 

Borrett  Banks 

RICHARDS,  REUBEN  F.  304 

Inspiration  Resources 

RICHARDSON,  DEAN  EUGENE  321 

Manufocturers  Notional 

RICHEY,  RONALD  K.  380 

Torchmark 


RICKETTS,  THOMAS  R. 

Standard  federol  BanI' 

RILEY  JR.,  ViaOR  J. 
KeyCorp 

RINGOEN,  RICHARD  M 

Boll 

RINSCH,  CHARLES  EMIL 

Argonout  Group 

ROACH,  JOHN  V. 

Tandy 

ROBERTS,  BURNELL  R. 

Mead 

ROBERTS,  GEORGE  ADAM 

Teledyne 


370 


236 


378 


ROBERTS,  KENNETH  LEWIS  281 

First  American 

ROBERTS,  RALPH  J.  261 

Comcast 

ROBINS  JR.,  E  CLAIBORNE  357 

A  H  Robins 

ROBINSON.  CHARLES  E  345 

Pacific  Telecom 

ROBINSON,  J.  WILLIAM  298 

Jotin  H  Harlond 

ROBINSON  III,  JAMES  D.  229 

American  Express 

ROCKEFELLER  SR.,  DAVID  357 
Rockefeller  Center  Properties 

RODGERS,  THURMAN  JOHN  270 

Cypress  Semiconductor 

ROEDEL,  PAUL  R.  251 

Carpenter  Technology 

ROEMER,  WILLIAM  F.  304 

Integra  Financial 

ROGERS.  ROBERT  M.  375 

TCA  Coble  TV 

ROGERS  JR.,  JAMES  E.  353 
PSI  Holdings 

ROGERS  JR.,  JUSTIN  T  343 

Ohio  Edison 

ROLLAND,  IAN  McKENZIE  316 

Lincoln  Notional 

ROLLINS,  0.  WAYNE  358 

Rollins 

ROLLINS  SR..  JOHN  W.  358 
Rollins  Environmentol  Services 

ROLLWAGEN,  JOHN  A.  267 

Cray  Research 

ROMRELL,  URRY  E.  392 

WestMarc  Communications 

ROSE,  MICHAEL  D.  300 

Holiday 

ROSSO,  LOUIS  THOMAS  240 

Beckman  Instruments 

ROTENSTREICH,  JON  W.  384 

United  Investors  Monagemenl 

ROUBOS,  GARY  L.  273 

Dover 

ROWE,  JOHN  W.  337 

New  England  Electric  System 

ROWUND,  LANDON  HILL  310 

Kansas  City  Southern  Industries 


RUCH.  RICHARD  H. 
Herman  Miller 


330 


RUCKELSHAUS,  WILLIAM  D.  246 

Browning-Ferris  Industries 


RYAN,  PATRICK  G. 

Aon 


232 


SAODOCK,  HARRY  G. 

Rochester  Gas  &  Elearic 

SAINE,  CARROLL  L. 

Central  Fidelity  Bank' 

SANDBUITE,  ABEND  J. 

Minnesota  Power  &  Light 


357 


252 


330 


SANDERS  III,  WALTER  J.  220 

Advanced  Micro  Devices 

SANDLER,  HERBERT  M.  294 

Golden  West  Finoncial 

SANFORD  JR.,  CHARLES  S.  239 

Bankers  Trust  New  York 

SARNI,  VINCENT  A.  352 

PPG  Industries 

SAYLES,  THOMAS  D.  374 

Summit  Bancorporation 

SCHACHT,  HENRY  BREWER  270 

Cummins  Engine 

SCHAEFER,  GEORGE  A.  251 

Caterpillar 

SCHERMER,  LLOYD  GENE  313 

lee  Enterprises 

SCHIFF,  JOHN  J.  257 

Cincinnati  Finoncial 

SCHLOEMER,  PAUL  G  346 

Parker  Hannifin 

SCHMECHEL,  W.  PAUL  331 

Montona  Power 

SCHMERGEL,  GABRIEL  291 

Genetics  Institute 

SCHOELLHORN,  ROBERT  A.  220 

Abbott  Laboratories 

SCHOFIELD,  GEORGE  H.  395 

Zurn  Industries 

SCHREYER,  WILLIAM  ALLEN  329 

Merrill  lynch 

SCHROER,  EDMUND  ARMIN  338 

Nipsco  Industries 

SCHUCHART,  JOHN  A.  325 

MDU  Resources  Group 


SCHULTZ,  ROBERT  J. 

GM  Hughes  Electronics 

SCHWAB.  CHARLES  R. 

Charles  Schwob 


scon,  J.  D. 

ONEOK 


scon,  JONATHAN  I 

American  Stores 


294 
363 


SCHWARTZ,  BERNARD  L  317 
Loral 


343 
230 


scon,  LARY  R.  263 

Consolidated  Freightways 

SCUILEY,  JOHN  232 

Apple  Computer 

SEATON,  BRUCE  230 

Americon  President 

SEGE,  THOMAS  DAVIS  388 

Vorion  Associates 

SELU  JR.,  GEORGE  J.  229 

American  Cyanamid 

SELLS,  HAROLD  E.  394 

F.  W  Woolworth 

SEMROD,  T.  JOSEPH  382 

UJB  Financial 

SHARP,  RICHARD  L.  258 

Circuit  City  Stores 

SHAW,  ROBERT  E.  364 

Shaw  Industries 

SHEA,  JOHN  J.  368 

Spiegel 

SHERMAN,  JEFFREY  MICHAEL  234 

Armor  All  Products 


SHIPLEY,  WALTER  V. 

Chemical  Banking 

SHORIN,  ARTHUR  T 

Topps 

SHRONTZ,  FRANK 

Boeing 

SHUGART,  ALAN  F. 

Seagote  Technology 

SHULMAN,  ROBERT 

Bolar  Pharmaceutical 

SIEGEL,  HERBERT  J. 

Chris-Croft  Industries 

SIEGEL,  HERBERT  J. 

United  Television 


380 
243 
363 
243 
256 
384 


SIGLER,  ANDREW  C.  254 

Champion  International 

SlUS,  C.  J.  350 
Phillips  Petroleum 

SIMMONS,  HAROLD  C.  388 

Volhi 

SIMMONS,  JAMES  P.  388 

Valley  National 

SIMMONS,  RICHARD  PAUL  223 

Allegheny  Ludlum 


SIMON,  DAVID  A. 

Prime  Motor  Inns 


353 


SKLENAR.  HERBERT  ANTHONY  390 

Vulcan  Materials 

SLOAN,  ALBERT  FRAIZER  313 

Lonce 

SLOCUM,  GEORGE  SIGMAN  381 

Transco  Energy 

SMALL,  JOHN  G.  353 

Procter  &  Gamble 

SMITH,  DANIEL  R.  283 

First  of  America  Bank 

SMITH,  DARWIN  E.  312 

Kimberly-Clark 

SMITH,  FREDERICK  WALUCE  280 

Federal  Express 

SMITH,  JAMES  F.  344 

Orange  &  Rockland  Utilities 

SMITH,  ORIN  R.  278 

Engelhord 

SMITH,  RAYMOND  W.  240 

Bell  Atlantic 

SMITH,  RICHARD  A.  336 

Neiman-Morcus  Group 

SMITH,  RICHARD  ALAN  290 

Generol  Cinema 


SMITH,  ROGER  B. 

General  Motors 


SMITH,  TOM  E. 

Food  Lion 


SMITH,  WARD 

Nocco  Industries 


291 
285 
332 


SMITH  JR.,  SHERWOOD  H.  250 

Carolino  Power  &  Light 

SMITHBURG,  WILLIAM  DEAN  354 

Quoker  Oats 


SMUCKER,  PAUL 

J.  M.  Smucker 


365 


SMURFIT,  MICHAEL  W.  S.  307 

Jefferson  Smurfit 


SNELL,  RICHARD 

Ramada 


356 


SNOW,  JOHN  W. 

CSX 


270 


SNYDER,  WILLIAM  BURTON  290 

Geico 

SOLES,  WILLIAM  ROGER  307 

Jefferson-Pilot 

SOLOMON,  HOWARD  283 

Forest  laboratories 

SORGENTI,  HAROLD  A.  234 

Arco  Chemical 

SOniLE,  BENJAMIN  J.  292 

Gibson  Greetings 

SPORCK,  CHARLES  EDWARD  334 

Notional  Semiconductor 

SPRAGUE  JR.,  WILLIAM  W.  362 

Savonnah  Foods  &  Industries 

ST.  DENNIS,  JERRY  A.  250 

CalFed 

STAFFORD,  JOHN  R.  229 

Amencan  Home  Products 

STANDISH,  J.  SPENCER  222 

Albany  Intemotional 

STANGEUND,  ROGER  EARL  390 

Vons 

STATA,  RAY  232 

Analog  Devices 


STEAD,  JERRE  L. 

Square  D 

STEEN.  DONALD  E. 

Medical  Core  International 


370 
325 


STEGEMEIER,  RICHARD  J.  385 

Unocal 


STEIN,  HOWARD  M. 

Dreyfus 

STEINBERG,  SAUL  P. 

Reliance  Group  Holdings 

STEPANIAN,  IRA 

Bank  of  Boston 


274 
356 
238 


STEPHENS,  WILLIAM  THOMAS  321 

Manville 

STEPHENSON,  H.  HOWARD  238 

Bancorp  Howaii 

STEURI,  JOHN  E.  375 

Systemotics 

STEVENS,  FREDERICK  M.  329 

Fred  Meyer 

STEWARD,  H.  LEIGHTON  317 

Louisiana  Land  &  Exploration 

STEWART,  JAMES  E.  316 

Lone  Star  Industries 

STEWART  II,  C.  JIM  371 

Stewart  &  Stevenson  Services 


STIRITZ,  WILLIAM  P. 

Rolston  Purina 


356 


STOLE,  LINUS  MAHHEW  394 

Wisconsin  Public  Service 


STONE,  ROGER  WARREN  371 

Stone  Container 


STONECIPHER.  HARRY  C.  374 

Sundstrand 


STOOKEY.  JOHN  HOYT 

Quantum  Chemical 


354 


STOVER,  JAMES  ROBERT  276 

Eaton 

STOVER,  WILLIAM  RUFFNER  343 

Old  Republic  International 


STRANG,  CHARLES  DANIEL  344 

Outboard  Marine 

STRAnON  JR.,  FREDERICK  P.  243 

Briggs  &  Stratlon 

STRAUSS,  BENJAMIN  347 

Pep  Boys-Manny,  Moe  &  Jack 


STRICKLAND,  ROBERT 

SunTrust  Bonks 

SULLIVAN,  BARRY  F. 

First  Chicago 

SULLIVAN,  MICHAEL  P. 

International  Dairy  Queen 

SULLIVAN.  THOMAS  C. 

RPM 


374 
282 
305 
359 


SULZBERGER,  ARTHUR  OCHS  337 

New  York  Times 


SUnON,  JAMES  A 

UGI 

SWANSON,  ROBERT 

Genentech 

SWARTZ.  JEROME 

Symbol  Technologies 

SWEENEY,  STEPHEN  J. 

Boston  Edison 

SWINDELLS,  WILLIAM 

Willamette  Industnes 


382 
290 
375 
243 
393 


TAPPAN  JR.,  DAVID  S 
Fluor 

TASCO,  FRANK  J. 

Marsh  &  McLennan 

TAYLOR,  WILLIAM  0. 

Affiliated  Publications 

TAYLOR,  WILSON  K. 

Cigna 

TAYLOR  II,  BERNARD  J. 

Wilmington  Trust 

TEHS,  JOHN  W. 

Greyhound 

TELLER,  DANIEL  M. 

Lockheed 

TERRY,  RONALD  A. 

First  Tennessee  Nationol 

THAYER,  A.  8R0NS0N 

First  Florido  Banks 

THEOBALD,  THOMAS  C. 

Continental  Bank 

THOMAS.  PATRICK  H. 

First  Financial  Management 

THOMPSON,  JAMES  KIRK 

J  B  Hunt  Transpon  Services 

THORNTON,  WINFRED  L. 

Flonda  East  CoosI  Inds. 

TILGHMAN,  RICHARD  G. 

Crestar  Financial 

TIMKEN  JR.,  W.  R. 
Timken 

TISCH,  LAURENCE  AUN 

CBS 

TISCH,  PRESTON  ROBERT 

Loews 


285 
321 


394 
296 
316 
283 
283 
263 
283 
302 
285 
267 
380 
251 
316 
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For  Problems  Facing 

The  Family-Owned  Business 


^  How  do  you  winnow  out  old  family  advisers      {j  Are  your  defenses  in  place  in  case  of  takeover 

who  have  been  feathering  their  own  nests  and  attempts,  proxy  fights  or  tender  offers? 
grinding  their  own  axes? 

^  What  are  the  special  investing  and  tax 

Ijj  How  do  you  train  successors  without  spoiling  opportunities  available  today  to  family 

them?  businesses  and  to  family  members? 


1^  How  do  you  hire  bright  managers  who  can 
never  achieve  their  highest  ambitions? 


|»j  Do  you  know  how  to  make  directors 
contributors  to  business  success  rather  than 
nostalgic  decoration? 


Ijj  Do  you  know  how  to  get  out  of  a  disastrous 
family  business?  Can  you  decode  the  distress 
signals?  Should  you  sell. ..or  try  to  salvage? 


Where  can  you  find  expansion  financing 
without  giving  up  control  over  your  firm's 
future? 


^  What's  a  fair  division  of  the  business 
between  heirs  who  work  there  and  heirs 
who  do  not? 


{j  How  can  you  keep  the  kids  from  fighting 
among  themselves'!' 


If  your  family-owned  business  is  facing  questions  like  these-then  a  brand-new  newsletter  from 
McGraw-Hill  can  be  of  great  service. 


Introducing:  The  BusinessWeek  Newsletter  for  Family-Owned  Business 


The  BusinessWeek  Newsletter  for 
Family-Owned  Business  is  designed  to 
be  a  totally  objective  and  expert  family  retainer 
devoted  wholly  to  your  interests.  It  is  filled 
with  case  histories,  facts,  figures,  and 
specific  answers. 

In  each  biweekly  issue,  you'll  have  access  to 
new  developments  in  accounting  controls,  equity 
dilution  prevention,  takeovers,  acquisitions  and 
mergers,  strategic  planning,  and  financial 
planning  that  can  directly  affect  your  business. 
And  sensitive  advice  on  how  to  adapt  this  news 
to  your  family's  individual  personality  and  needs. 


Few  executives  in  a  family  business  realize 
how  vulnerable  they  are  to  certain,  extremely 
specialized  problems.  So  our  regular  columnists 
on  taxes,  financing,  law,  family  relations,  and 
compensation  provide  many  otherwise  unavailable 
compasses  and  charts  necessary  to  navigate  these 
dangerous  waters. 

A  unique  stock  index  developed  by  The 
BusinessWeek  Newsletter  for  Family-Owned 
Business  will  track  publicly  traded  companies 
still  in  family  hands. 

This  information  is  available  nowhere  else. 


Sign  up  for  a  one-year  charter  subscription  to  The  BusinessWeek  Newsletter  for 
Family-Owned  Business  at  the  introductory  rate  of  $299.  If  at  any  time  you're  not  satisfied, 
cancel  the  subscription  and  get  a  refund  covering  the  balance  of  the  issues  remaining  in 
your  subscription. 


Call  this  national 
toll-free  number 
and  charge  your 
subscription  to  any 
major  credit  card! 


1-800-445-9786 


The  BusinessWeek  Newsletter  for  Family-Owned  Business 

McGraw-Hill  Publishing  Company 

1221  Avenue  of  the  Americas,  36  Fl,  New  York,  NY  10020 

212-512-3113 


ALPHABETICAL  INDEX  OF  CHIEF  EXECUTIVES 


CEO  1000  Entries  on  Pages  220-395  Are  Arranged  Alphabetically  according  to  Company  Names. 
THIS  INDEX  OF  Executives  indicates  the  Page  on  which  Each  Entry  appears. 


TODD,  HARRY  W.  358 

Rohr  Industries 

TOW,  LEONARD  254 

Century  Communications 

TOWER,  H.  L  370 

Stanhome 

TRAa.  EUGENE  A.  347 

Peoples  Energy 

TRAMIEl,  SAM  JOSEF  235 
Atari 

TREY8IG,  JAMES  G.  375 

Tandem  Computers 

TURIEY,  KEITH  I.  351 

Pinnacle  West  Capital 

TURNER,  BILUE  B.  304 

IMC  Fertilizer 

TURNER,  R.  E.  (TED)  382 
Turner  Broadcasting  Systems 


TUniE,  ROBERT  D. 

SPX 


mON,  DONALD  JOHN 


368 


382 


Tyson  Foods 


UELTSCHI,  ALBERT  LEE  284 

FlightSofety  Intemationol 

UIBLE,  JOHN  D.  285 

Florida  Nationol  Banks  ''  Florida 


UNDERKOFLER,  JAMES  R. 

WPL  Holdings 


395 


URBAN,  THOMAS  N.  351 

Pioneer  Hi-Bred  International 


USSERY,  RICHARD  W. 

Total  System  Services 

VAGELOS,  P.  ROY 

Merck 

VAN  BUREN,  ROBERT 

Midlontic 

VENTRES,  ROMEO  J. 

Borden 

VIETS,  ROBERT  0. 

Cilcorp 

VON  SCHACK,  WESLEY  W. 

DQE 


WACHS,  DAVID 

Charming  Shoppes 

WADDELL,  OLIVER  W. 

Star  Banc 

WAGGONER,  J.  VIRGIL 

Sterling  Chemicals 

WALGREEN  III,  CHARLES  R. 

Walgreen 

WALKER,  MARTIN  D. 

M.  A,  Honna 

WALKER,  WINSTON  W. 

Provident  Lite  &  Accident 

WALLACE,  W.  RAY 

Trinity  Industries 


380 
328 
330 
243 
257 
273 


254 
371 
371 


353 
381 


WALIIN,  WINSTON  R. 

Medtronic 


325 


WALTER,  JOHN  R.  273 

R.  R.  Donnelley  &  Sons 

WALTRIP,  ROBERT  LYNN  364 

Service  Corp.  Intemotional 

WANG,  AN  390 

Wang  Laboratories 

WANG,  CHARLES  B.  262 

Computer  Associates  International 

WARD.  MILTON  HAWKINS  289 

Freeport-McMoRon  Copper 

WARD,  MILTON  HAWKINS  289 

Freeport-McMoRon  Gold 


WARNOCK,  JOHN 

Adobe  Systems 

WARREN,  JOHN  A. 

Scono 

WASSERMAN,  LEW  R. 

MCA 


220 


362 


322 


WATKINS,  JERRY  W.  342 

Ocean  Drilling  &  Exploration 


WEAVER,  CHARLES  R. 

Clorox 


WEBER,  DONALD  W. 

Contel 


WEILL,  SANFORD  I. 

Primerico 


WEINBERG,  HARVEY  A 

Hartniarx 


260 


263 


353 


298 


WEINER,  WALTER  HERMAN  356 

Republic  New  York 

WEINGARTEN.  ROBERT  I.  282 

First  Capital  Holdings 


WEINIG,  ROBERT 

Eastern  Enterprises 

WEIR,  THOMAS  C. 

Tucson  Electric  Power 

WEIS,  SIGFRIED 

Weis  Maricets 

WEISS,  MORRY 

American  Greetings 

WEISS,  WILLIAM  LEE 

Ameritech 

WELCH,  JOHN  FRANCIS 

General  Electric 

WERRIES,  E.  DEAN 

Fleming 


274 
381 
391 
229 
231 
290 
284 


WESTON,  JOSH  S.  236 

Automatic  Data  Processing 


WEHERAU,  TED  C. 

Wetterou 


WEXNER,  LESLIE  H. 

The  Limited 


WHITE,  JEFF  V. 

Equilax 

WHITE  JR.,  W.  S. 
American  Electric  Power 

WHITWAM.  DAVID  R. 

Whirlpool 

WILDE.  WILSON 

Hartford  Steam  Boiler 

WILLIAMS,  JOSEPH  0. 

Warner-Lambert 


393 


313 


WEYERHAEUSER,  GEORGE  H.  393 

Weyerhaeuser 


278 


229 


393 


298 


391 


WILLIAMS,  JOSEPH  HILL  394 

Williams 

WILLIAMS,  WALTER  FRED  241 

Bethlehem  Steel 

WILLIAMS  JR.,  CLARKE  M.  254 

Century  Telephone  Enterprises 

WILLIS,  GARY  K.  288 

Foxboro 

WILMERS,  ROBERT  G  282 

First  Empire  Slate 

WILSON,  G.  LARRY  351 

Policy  Management  Systems 

WILSON,  J.  UWRENCE  358 

Rohm  &  Haas 


WISHNICK.  WILLIAM 

Witco 


394 


WOBST.  FRANK  G.  302 

Huntington  Boncshares 


WOLF,  STEPHEN  M. 

UAL 


382 


WOLLENBERG.  RICHARD  P.  317 

Longview  Fibre 

WOOD,  JAMES  296 

Great  Atlantic  &  Pacific  Tea 

WOOD,  RICHARD  D.  313 

Eli  Lilly 

WOODHOUSE,  JOHN  F.  375 

Sysco 

WOODS,  JAMES  D.  236 

Baker  Hughes 

WOODS,  JOHN  W.  232 

AmSouth  Bancorporation 

WOOLARD  JR.,  EDGAR  S.  274 
Du  Pont 


WRIGHT,  MICHAEL  W.  374 

Super  Volu  Stores 

WRIGLEY,  WILLIAM  395 

Wm.  Wrigley  Jr. 

VntOJ  JR.,  OSCAR  SHERMAN  260 

Coastal 

WYGOD,  MARTIN  J.  325 

Medco  Containment  Services 


WYNN,  STEPHEN  A. 

Golden  Nugget 


294 


YEARIEY,  DOUGLAS  C. 

Phelps  Dodge 

YOUNG,  JOHN  A. 

Hewlett-Packard 

7AL0KAR,  ROBERT  HENRY 

First  Virginia  Bonks 

ZAX.  STANLEY  ROBERT 

Zenith  National  insurance 

ZEKAN.  WILLIAM  CHARLES 

A.  Schulmon 

ZELL,  SAMUEL 

Itel 

ZIMMERMAN.  RAYMOND 

Service  Merchandise 

ZIMMERMAN,  RICHARD  A. 

Hershey  Foods 

ZWICK,  CHARLES  JOHN 

Southeast  Banking 


347 
300 
284 
395 

363  1' 
306  , 
364 
300 
366 


HOW  TO  READ  THE  CEO  PROFILES 


The  chief  e.xei  utivcs  whose  profiles  appear  in  tliis 
special  issue  were  selected  nn  the  basis  of  the  mar- 
ket values  of  their  companies  as  of  Sept.  1,  1989. 
The  companies  included  in  this  issue  are  substantially 
the  same  as  those  ranked  in  the  1989  KIJSINE.SS 
WEEK  Top  1000  Sijecial  Issue  (April  14).  New  com- 
panies have  been  added  to  the  list  to  replace  those 
no  longer  publicly  traded  because  they  were  merged 
or  reorganized. 

The  information  that  appears  in  each  CKO  profile 
was  compiled  from  a  variety  of  sources.  Most  of 
the  biographical  material  was  supplied  directly  by 
each  exec  ulive  or  by  a  designated  official  in  his 
company  in  response  to  a  BUSINESS  WEEK  question- 
naire. .Stand,ard  &  Poor's  Conipustal  Services  Inc. 
supplied  all  the  data  on  sales,  i)rofits,  and 
i     ni.irkf,  value.  Compensation  hgures  were  taken 
flirevily  from  the  most  recent  available  proxy 
statemciiis  or  from  direct  company  sources. 
Unless  othi-rvjisc  noted.  CDA  Invcstniml  TcH-hnol 


ogies,  a  research  and  information  service,  provided 
stock  ownership  data  on  direct  and  indirect 
holdings. 

SALES  AND  PROFITS.  The  numbers  in  the  Busi- 
ness Wkkk  Corporate  Elite  reflect  the  most  recent 
fiscal  year  for  which  complete  data  are  available. 
For  most  companies,  they  exclude  other  income 
and  excise  taxes,  as  well  as  the  financial  results  of 
unconsolidated  subsidiaries.  Profits  are  defined  as 
aftertax  earnings  from  continuing  operations — be- 
fore extraordinary  items.  For  companies  in  financial 
industries  (banks,  insurance,  etc.),  revenues  may 
include  investment  income;  for  insurance  compa- 
nies, net  income  is  defined  as  net  aftertax  operat- 
ing income. 

MARKET  VALUE.  This  r.ilculation  is  based  on 
share  prices  as  of  stock-market  close,  Sept.  1,  1989, 
and  the  latest  ;ivail,ible  number  of  shares  outstanding. 


COMPENSATION.  The  ;iniouiit  sliown  is  salary 
and  short-term  bonus  as  reported  to  the  Securities  & 
Exchange  Commission.  Long-term  compensation  is 
excluded  unless  noted. 

TENURE.  When  the  exact  month  and  year  of 
company  or  CEO  tenure  is  available,  years  of 
tenure  are  rounded  upw.ard  if  months  of  service 
are  7  or  more. 

SHARE  OWNERSHIP,  in  most  cases,  both  direct 
and  indirect  sh.ires  include  only  interest  in  the  class 
of  stock  from  wliich  the  company's  market  value  is 
calculated.  In  addition  to  the  pubbshed  holdings, 
executives  may  have  substantial  holdings  in  other 
classes  of  more  closely  held  company  stock.  Unless 
indicated,  all  holdings  are  direct.  Indirect  holdings 
have  been  included  only  if  the  holding  is  substantial 
either  in  absolute  number  of  shares  or  in  relation  to 
direct  holdings. 


■      -^•>  i'5?0?lllS.  'Iiu  luties  or  may  include  some  long- 
Ifcir:,  ^oinijensaism,  -Compensation  is  received  from  related  or  other 
comp,.'.v  -Salary  excludes  compensation  from  related  or  other  compa- 
ny. '•Inchi'les  long-term  bonus  or  other  benefits.  ^Partial-year  compensa- 
tion. "NA.  CEO  not  liMeri  in  compensation  table.  'Share  data  from  ques- 


lionnaire  or  other  company  source;  may  include  beneficial  interests. 
"Share  data  from  most  recent  proxy  statement;  may  include  beneficial 
interests.  "Includes  total  shares  held  by  related  trust.  '"Includes  total 
shares  held  by  related  company  or  partnership.  "Estimated  data. 
NA  =  not  applicable  or  not  available. 
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JAPAN  COMES  ON  STRONG 


ispusningmto-.  ' 
America.  Will  it  succeed— as  it  did  in  cars^  and  eleGtronics? 
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tfmbhits. 

solutions  could  be  pulled  out  of  a  hat,  you  could  be  sure  of 
thing.  Everybody  would  have  one. 
hat's  particularly  true  with  pensions.  Where  tilings  have 
)me  so  complex,  few  providers  offer  the  full  range  of  admin- 
tion,  record-keeping  and  investments  needed  to  operate  a 
essful  401  (k)  or  retirement  plan. 

Tiich  brings  us  to  the  CIGNA  companies.  We  have  the  nation's 
^st  network  of  sales  and  service  specialists  whose  sole 
onsibility  is  to  fulfill  retirement  plan  needs. 
Tiich  means  our  people  can  be  more  knowledgeable  about 
'  program.  And  how  it  will  be  affected  by  changing  financial 
iitions  and  regulations. 

Tiat's  more,  they  work  out  of  local  offices,  not  ivory  towers.  So 
're  available  when  you  need  them. 

ottom  line:  From  plan  design  to  implementation  and  ongoing 
lagement,  we  achieve  the  kind  of  results  that  have  kept  our 
It  and  asset  retention  rates  consistently  over  93%. 
or  information,  write  Group  Pensions,  Dept.  RE,  1600  Arch 
Philadelphia,  PA  19103. 

ou'U  discover  we  have  a  lot  of  answers  in  our  briefcase.  And 
)lutely  nothing  up  our  sleeve. 


We  get  paid  for  results? 


CIGNA 


50  years  of 
opening  doors  for 
American  business 
and  investors 


Three  keys,  a 
Triple  A  and 
opportunity 
knocking. 


By  any  standards,  Swiss 
Bank  Corporation's  first  50  years 
in  America  have  been  golden. 
Since  opening  our  first  office  in 
the  U  S,  in  1939,  we  have 
grown  in  size.  In  strength  and 
in  our  capability  to  serve  our 
American  clients— marketwide, 
industrywide,  nationwide, 
worldwide. 


Today,  Swiss  Bank  Corpora- 
tion in  America  numbers  some 
1,600  people  with  nine  offices 
coast  to  coast.  We  also  give 
our  U.S.  clients  a  world  view 
second  to  none  with  over 
21,000  people  in  300 
branches,  subsidiaries  and 
representative  offices  on 
five  continents. 


Key  to  our  success  is  our 
faithful  adherence  to  three 
business  values-confidence, 
security,  discretion.  These  val- 
ues, symbolized  by  the  three 
golden  keys  in  our  corporate 
logo,  have  served  and  con- 
tinue to  serve  our  business 
partners  and  clients  well.  We 
are  one  of  only  a  handful  of 
banks  in  the  world  rated  AAA 
by  Standard  and  Poor's,  and 
Aaa  by  Moody's. 


These  "Triple  A"  ratine 
reflect  our  strength,  our  ail 
to  see  our  clients'  goals ' 
through— in  wholesale  cT 
mercial  banking,  global  ss 
management,  investmei' 
banking,  and  trading  an^ii 
lar  funding  capacities.  Vf  e 
for  example,  a  major  len;3f 
and  syndicator  to  Ameriar 
business,  creating  inno# 
off-balance-sheet  secutjt 
tion  packages,  acquisiti^r 
restructuring  financing,  'e 
also  offer  all  forms  of  tra- 
tional  bank  loans  and  . 
commitments.  Our  Ne\Ajbi 
branch  is  among  the  leein 
lenders  of  foreign  bank 
branches  in  the  U.S. 


r 


Now.  we  are  openingjS 
doors  for  our  American^ 
ness  partners  and  clieni 
new  doors  of  the  Swissi|ii 
Tower— our  36-story  off  j 
building  now  under  cor 
tion  in  the  heart  of  midtcj 
Manhattan.  And  the  ne^i 
of  222  Broadway  whichi|l 
home  to  two  new  tradin-? 
rooms  equipped  with  site 
the-art  capabilities,  inclfr 
sophisticated  analyticsll 
satellite  communicatior|ii 
networked  data  procesjfc 
undreamed  of  in  1939. 


50  years  of  opening  I 
for  American  business! 
investors-It's  a  lot  to  bi| 
of  and  a  lot  to  build  on  i 
next  50  years  to  come. 


■9:1.9  «?> 


Swiss  Bai 
Corporate 

New  York,  Atlanta.  Chicago,  Dall4^'"'^? 
Los  Angeles,  Miami,  San  Francis 


June  1989 


BICC 


BICC  pic 


has  acquired 


BRIntec  Corporation 


The  undersigned  acred  as  financial  advisors  to  BICC  pic 
and  Dealer  Managers  in  the  tender  offer. 


PaineWebber  Incorporated    S.G.  Warburg  &  Co.  Inc 


NUMBER  3130 


BusinessWeek 


CRANKING  OUT  LAPTOPS:  TOSHIBA  IS  BUILDING  1 5,000  A  MONTH  AT  ITS  PLANT  IN  IRVINE,  CALIF — UP  FROM  5,000  TWO  YEARS  AGO 


Cover  Story 

104  JAPAN  COMES  ON  STRONG 
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PRODUCTION 

change  from  lost  week;  —0.5% 
Change  from  last  year:  1.4% 
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1967=100,  Four-week  moving  average 
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LEADING 

Change  from  last  week:  -0.1% 
Chonge  from  last  year:  8. 9% 

220 


210 


Sept. 
220. 


205 


200 


Sept 


1989 


May 
1989 


Sept. 
1989 


The  production  index  fell  sharply  for  the  week  that  ended  Sept.  30.  Seasonally 
adjusted  output  of  steel,  outos,  trucks,  electric  power,  crude-oil  refining,  and  coal 
were  down.  Lumber  and  rail-freight  traffic  were  unchanged,  and  paper  and  paper- 
board  data  were  unavailable.  Prior  to  calculation  of  the  four-week  moving  overage, 
the  index  dropped  to  174.6  from  176.7  in  the  previous  week.  For  September,  the 
index  stood  at  175  8,  about  the  same  as  its  175.6  level  for  August. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


The  leading  index  dropped  slightly  for  the  week  ended  Sept.  30,  the  first 

decline  in  18  weeks.  Lower  stock  prices,  higher  bond  yields,  and  slower  growt 
real  estate  loons  offset  a  fall  in  the  number  of  business  failures  and  higher  gr< 
rotes  for  materials  prices  and  M2.  Before  calculation  of  the  four-week  mo 
average,  the  index  was  unchanged  at  220.1.  The  index  rose  to  220.5  in  Septer 
from  219.2  in  August. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


latest 
week 

Week    %  Change 
ago     year  ago 

STEEL  (10/7)  thous.  of  net  tons 

1,843 

1,793  # 

-0.2 

AUTOS  (10/7)  units 

131,879 

151,228rff 

-13.2 

TRUCKS  (10/7)  units 

61,629 

77,748r# 

-24.4 

ELEQRIC  POWER  ( 1 0/7)  millions  of  kilowatt-hours 

50,637 

49,976  # 

5.1 

CRUDE-OIL  REFINING  (10/7)  thous.  of  bbi  /doy 

13,573 

13,764r# 

3.2 

COAL  (V/30)  thous.  of  net  tons 

20,321  s: 

19,869 

1.6 

PAPERBOARD  (9/30)  thous.  of  tons 

NA# 

721.0 

NA 

PAPER  (9/30)  thous.  of  tons 

NA# 

740.0 

NA 

LUMBER  (9/30)  millions  of  ft. 

536.6  # 

534.6 

2.4 

RAIL  FREIGHT  (9/30)  billions  of  ton-miles 

19.9# 

19.8 

-1.5 

Sources:  American  Iron  &  Steel  Inst.,  Worc^'s  Automotive  Reports,  Edison  Electric  tnst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (10/11) 

145 

141 

128 

GERMAN  MARK  (10/11) 

1.91 

1.88 

1.82 

BRITISH  POUND  (10/1 1) 

1.54 

1.60 

1.74 

FRENCH  FRANC  (10/11) 

6.50 

6.40 

6.21 

CANADIAN  DOLLAR  (10/11) 

1.18 

1.17 

1.21 

SWISS  FRANC  (10/11) 

1.68 

1.63 

1.54 

MEXICAN  PESO  (10/1 1)3 

2,506 

2,599 

2,300 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

PRICES  ■ 

latest 
week 

Week    %  Change 
ago     year  ago 

GOLD  (!  0/1  l)$/troy  oz. 

361.050 

366,000 

-11.2 

i\m  SCRAP  110/10)  #  1  heavy,  $/ton 

104.00 

104.00 

-16.8 

FOODSTUFFS  i !  0/9)  index,  1 967  =  1 00 

211.7 

214.2 

-10.3 

COPPER  (10/7)  o./lb. 

137.0 

137.2 

9.4 

ALUMINUM  (10/7)  i,/!b. 

80.3 

79.3 

-22.8 

WHEAT  (10/7)  #2haid,  $/bu. 

4,26 

4.17 

3.1 

COTTON  (10/7)  strict  I'jv,  middling  1-1/16  in.,  (?/lb. 

69.93 

67.93 

36.3 

latest 
week 

Week 
ago 

%( 

r« 

STOCK  PRICES  (10/6)  S&P  500 

355.67 

346.28 

CORPORATE  BOND  YIELD,  Aoa  (10/6) 

9.02% 

9.03% 

INDUSTRIAL  MATERIALS  PRICES  (10/6) 

107.4 

106.4 

BUSINESS  FAILURES  (9/29) 

203 

234 

REAL  ESTATE  LOANS  (9/27)  billions 

$342.8 

$342.3 

MONEY  SUPPLY,  M2  (9/25)  billions 

$3,150.7 

$3,147.5r 

INITIAL  CUIMS,  UNEMPLOYMENT  (9/23)  thous. 

328 

319 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  {index:  1980—100), 
Bradstreet  (failures  of  lorge  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  : 
ally  adjusts  data  on  business  failures  and  real  estote  loans. 

MONTHLY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

% 
y 

BUSINESS  WEEK  PRODUQION  INDEX  (Sept.) 

175.8 

175.6r 

BUSINESS  WEEK  LEADING  INDEX  (Sept.) 

220.5 

219.2r 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Sept.) 

117.5 

117.6 

UNEMPLOYMENT  RATE,  CIVILIAN  (Sept.) 

5.3  % 

5.2% 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Litest 
week 

Week 
ago 

-1 

MONEY  SUPPLY,  Ml  (9/25) 

$782.4 

$780.5r 

BANKS'  BUSINESS  LOANS  (9/27) 

314.8 

317.1 

FREE  RESERVES  (10/4) 

287 

298r 

NONFINANCIAL  COMMERCIAL  PAPER  (9/25) 


126.9 


130.2 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  exprel^ 
o  two-week  period  in  millions). 


MONEY  MARKET  RATES 


latest 
week 


FEDERAL  FUNDS  (10/ 10) 


8.91  % 


PRIME  (10/11) 


Week  il 
090  1 

9.08%  i' 


10.50 


10.50 


COMMERCIAL  PAPER  3-MONTH  (10/10) 


8.54 


8.84 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/11) 


8.16 


8.28 


Sources:  London  Wed.  fir.oi  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt  ,  l^'^^phh  mkt. 


EURODOlUR  3-MONTH  (10/4) 


9.02 


8.86 


Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  '  re  seasonally  adjusted  in  computing  the  BW  index  (chart};  other  components  (estimated  and  not  listed)  include  machinery  and  defense  eqinr 
1  =  Western  Wood  Products  Assn.         ?  -  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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BW:  lOOKING 
PRETTY  GOOD  FOR  60 


I am  delighted  to  offer  my  warmest 
greetings  and  congratulations  to  the 
staff  of  BUSINESS  WEEK  on  the  occasion 
of  your  magazine's  60th  anniversary 
(The  New  America,  Sept.  25). 

Since  Sept.  7,  1929,  BUSINESS  WEEK 
has  helped  its  readers  to  identify  and 
analyze  the  events, 
trends,  and  personalities 
that  influence  industry 
and  management  and 
our  nation's  economy. 

I  commend  you  for 
providing  a  forum  that 
helps  thousands  of 
Americans  make  in- 
formed judgments  about 
all  aspects  of  business. 
Your  magazine  offers  a 
valuable  service  not  only 
to  corporate  leaders  but 
also  to  small-business 
owners,  individual  entre- 
preneurs, and  interested 
citizens.  You  can  be  proud  of  the  fine 
reputation  you  have  earned. 

George  Bush 
President  of  the  United  States 
The  White  House 
Washington 


\\MVERS.\K\  ISSI 
I  BusinessWeek 


THE NEW 
AMERICA 


Upon  reading  your  anniversary  issue, 
an  idea  surfaced  that  offers  a 
unique  opportunity  to  singly  address 
four  issues  that  fundamentally  affect 
our  future  success.  These  issues  are  the 
need  for  human-resource  development, 
infrastructure  improvement,  drug-use 
reduction,  and  positioning  ourselves  to 
compete  productively. 

The  proposal  is  to  simply  treat  the 
billions  of  dollars  appropriated  to  fight 
drugs  as  an  investment.  The  investment 
would  consist  of  public-works  projects 
designed  to  improve  our  infrastructure: 
highways,  bridges,  and  ports.  Such 
spending  would  offer  an  attractive  alter- 
native to  drug  offenders  by  spending  on 
programs  that  would  provide  income, 
training,  and  status.  Such  a  program 
would  offer  a  high  return  on  our  invest- 
ment by  developing  both  our  physical 
and  "mental"  infrastructure,  effectively 


improving  the  drug  problem  and 
tioning  our  resources  to  success 
compete  in  the  21st  century. 

H.  David  Jaco 
Long  Beach,  ( 

Your  article  "A  nation  within 
tion"  (Hispanics,  Sept.  25)  as; 
that  Hispanics  suffer  from  "low  cul 
esteem  for  education"  and  quot 
claim  that  the  family  structure  pre\ 
them  from  assimili 
into  American  socie 
disagree. 

What  is  often 
looked  is  that  most 
in  immigrants  are 
the  underprivilegt 
their  own  poor 
tries,  while  the  edui 
and  the  skilled 
home.  A  menial  j( 
the  U.  S.  brings  a 
car  and  an  apart 
with  plumbing  foi 
not  so  back  home. ''. 
Latins  come  with 
ority  goal  to  surv 
only  later  do  they  seek  to  assimilat* 
our  society. 

Latins  need  to  be  seen  in  this  ligh 
should  be  compared  with  other  g 
lacking  skills  and  education,  regai 
of  race,  if  programs  to  aid  them  £ 
succeed.  Pointing  to  cultural  differ 
is  the  wrong  way  to  look,  because 
of  these  people  would  not  have  sue 
ed  at  home,  either.  j 
America  is  a  land  of  opportuniw 
served  mostly  for  the  skilled.  Monln 
cation  is  needed,  and  it  must  begir.v 
English  language  training. 

Carlos  A. 
Bedford, 

Once  again,  I  know  why  as  a 
official  I  read  BUSINESS  WE 
opposed  to  the  multitude  of  othei 
ernment/public  sector  publica' 
Leave  it  to  your  magazine  to  addre 
pivotal  concerns  of  local  goveri 
such  as  solid-waste  disposal,  crun 
infrastructures,  changes  in  the  tax 
and  economic  development  ("The  c 
ing  face  of  a  restless  nation,"  Evi 
America,  Sept.  25). 
Your  article  took  eight  pages 
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Nowf  Get  386  System  Performance  At  A  286  System  Price. 


It  just  doesn't  make  sense  to  buy 
another  286-based  personal 
computer 
Not  since  we  created  the  386 "  SX  micro- 
processor Now  you  can  buy  a  386  SX-based 
system  for  the  price  of  a  286-based  system. 
And  invest  in  tlie  future,  not  in  the  past. 
386  SX  makes  it  easv  to  make  the  move. 


Its  one  hundred  percent  compatible  with  the 
286.  So  all  your  softv^'are  mcjves  with  \'0u.  And 
it's  one  zillion  percent  better  Because  it  runs 
all  the  new  386  softv^-are,  too,  which  the  286 
can't.  386  SX.  Ask  for  it  the  ven'  next  time  you 

buy  a  computer  g  j_      |  (g) 

386  SX.Now's  the  time 
to  make  the  move. 


Intel 


Need  to  know  more  about  386  SX  computers^  Call  1-800-722 -7772  ext  3A02  and  we'll  send  you  an  informatwe  oveniew 


386  IS  3  iradcmark  of  Intel  Corporation  Intel  is  a  registered  trademark  of  Intel  Oirporaoon    €'  1989  Intel  Corporation 


.wcarssu$lainadriver'ienthusia$mlikeaBMW.Thenagain,W^^^^ 


^      cars  sustain  a  ariver  s  en¥nu»iw»n.       7."'".- 4    »  .-..-iii 

<ms  sustain  themselves  like  a  BMW-the  ^^^'^P^oV^'^l^f^y, 
8f  «  wesand  feels  like  it  was  put  together  P'**'"?*^^^ 
Wh  *,in  tact,  it  was.  So  while  other  cars 

sq»  akstt«drattles,theBMW535itendsloresistsuchindigiiilies.l»  ,, 


recision  you  can  sense  throughout.  In  buttons  and  switches  that  feel 
e  they  will  last  forever.  And  in  a  f  uel-iniected  6-cylinder  engine  that 
dually  grows  more  responsive  over  time.  See  your  BMW  dealer 
■  a  535i  test  dr  ive.You'll  get  used  to  it  quite  quickly.  But  getting  M  M 
ed  off  it  is  another  matter  entirely.  THE  ULTIMATE  DRIVING  MACHINE. 


ea 

•Ti] 

complish  what  college  textbooks  and 
government  publications  take  a  lifetime 
to  explain.  Keep  up  the  excellent  work. 

Andrew  Morris 
Grain  Valley,  Mo. 

An  extremely  important  trend  we 
face  is  the  increasing  expense  and 
the  environmental  problems  involved  in 
locating  and  developing  new  energy  and 
mineral  sources  ("Putting  the  earth 
first,"  Environment,  Sept.  25). 

Long  gone  are  the  days  when  the  oil 
just  "bubbled  up  to  the  surface."  The 
world  is  using  up  energy  and  minerals 
at  an  unprecedented  rate.  The  greatest 
challenge  that  we  face  is  to  leave  the 
age  of  using  stored  nonrenewable  ener- 
gy and  switch  to  renewable  energy 
sources.  If  we  fail  to  meet  this  chal- 
lenge, we  face  a  grim  future,  indeed. 

Collin  E.  Harris 
President 
Bio-Pack  Inc. 
San  Diego 

It  is  well  established  that  there  is 
a  large  pool  of  senior  citizens  anxious 
to  be  productive  again  but  who  are  dis- 
couraged from  working  because  of  So- 
cial Security  income  restrictions  ("For- 


get the  rocking  chairs,"  The  'Young 
Old,'  Sept.  25). 

Congress  may  take  forever  to  act  on 
the  situation,  but  employers  can  secure 
these  high-quality,  motivated,  on-time 
people  immediately  if  they  would  take 
two  small  and  inexpensive  steps  for  the 
labor  they  need; 

■  Announce  that  they  will  help  senior 
citizens  with  their  annual  tax  returns 
and  determine  the  amount  of  money  lost 
to  Social  Security  by  working. 

■  Present  the  employee  with  a  check  im- 
mediately reimbursing  all  losses  because 
of  working. 

Compared  with  the  high  cost  of  turn- 
over of  entry-level  employees,  this  is  one 
of  the  greatest  bargains  employers  have 
ever  been  offered,  not  to  mention  the 
stability  it  will  give  to  their  operations. 

Floyd  W.  Oatman 
Hillsborough,  Calif. 

As  I  read  your  poll,  the  vast  majority 
of  Americans,  80%  to  907^,  expect 
threats  to  the  environment,  rising  crime, 
illegal  drug  usage,  homelessness,  and 
the  threat  of  nuclear  war  to  continue 
during  the  next  10  years  ("How  Ameri- 
cans feel  about  their  future,"  BUSINESS 
WEEK/Harris  Poll,  Sept.  25).  And  64'/'' 


expect  the  U.  S.  economy  to  be  domiit 
ed  by  foreign  companies.  Yet  59%  exic  " 
a  better  life  for  their  children,  and  )! 
(of  those  not  already  retired)  expect 
retire  before  55.  It  doesn't  compute. 

Maybe  we  shouldn't  be  surpri  ,  * 
These  are  probably  the  same  people  ■ .  ^ 
are  demanding  more  government  e  ■' 
vices  and  lower  taxes. 

Tod  Ro(5|ri-;  - 
Harvard,  MSK.  L-^  C'^i'^' 


Your  commentary  "The  free  mac- 
has  triumphed,  but  what  about  ; 
losers?"  (Sept.  25)  is  concerned  aju 
growing  inequality  in  America. 

The  engine  of  capitalism  is  drive'by 
individuals  and  groups  who  strivefoi 
and  expect  more  than  equality  in  incjae 
If  you  alter  that  condition,  you  mayfcc 
there  is  no  wealth  to  share.  An  qaa 
share  of  poverty  is  not  desirable.  < 

Expanding  the  economy  is  the  ampei 
you  are  looking  for. 

Robert  C.  Trainoir: 
Sterlingfiai 


As  a  recent  college  graduate,  ifnit 
the  focus  of  your  anniversary  iu( 
both  inspiring  and  frightening.  I'mia 
of  the  "baby  bust"  generation,  lu: 


■ffTiiia 
Aim 


e  face  businesses  eager  to  hire  as 
3  a  relatively  healthy  economy, 
concerned,  however,  by  the  "skills 
the  fact  that  many  of  my  peers 
■equipped  to  take  these  jobs,  and 
ractically  stagnant  productivity 
1  rate.  According  to  the  Council  on 
ititiveness  (a  coalition  of  business- 
educators,  and  labor  representa- 
40%  of  our  work  force  must  be 
d  to  generate  a  productivity 
1  rate  of  3%  by  1990. 
e  are  to  turn  the  U.  S.  into  a  com- 
e  machine  in  the  1990s  and  be- 
both  business  and  government 
nvest  in  human  capital  by  working 
ur  local  school  systems. 

Jeremy  S.  Tachau 
Evanston,  111. 

)ur  history  of  the  past  60  years, 
have  rewritten  the  famous  Chrys- 
ilout  story.  Your  photo  summary 
;ts  that  Lee  lacocca  single-handed- 
led  the  company  around,  and  the 
iment  picked  up  hundreds  of  mil- 
f  dollars  in  the  process.  Research 
k  very  different  story.  The  gov- 
nt  took  a  great  political  and  mone- 
isk  in  bailing  out  the  insolvent 
ny.  After  Chrysler  passed  from 
the  company  sued  to  prevent  the 
iment  from  receiving  its  contract- 


ed share  of  the  profits.  Fortunately,  this 
crass  expression  of  ingratitude  was 
thrown  out  of  court. 

Let's  recognize  those  who  have  made 
real  contributions  to  corporate  history, 
not  those  who  have  merely  created  a  lot 
of  hype  out  of  a  government  rescue  op- 
eration. 

Edward  B.  Deakin 
Price  Waterhouse  Centennial  Professor 
University  of  Texas  at  Austin 
Austin 

You  state  that  55%  of  men  over  65 
were  working  full-time  in  1988. 
("Forget  the  rocking  chairs,"  The 
'Young  Old,'  Sept.  25).  Could  business 
WEEK  have  more  'young  old'  working 
than  is  actually  the  case'?  The  Census 
Bureau  reports  only  15'a  of  men  over  65 
working  full-time. 

Stanley  Young 
Professor  of  Management 
University  of  Massachusetts  at  Amherst 

Amherst 

Editor's  note:  According  to  the  Bureau 
of  Labor  Statistics,  in  1988,  16'/'  of  men 
over  65  were  working.  Of  those  em- 
ployed, 559f  worked  full-time.  The 
trend  to  earlier  retirement  has  been 
pronounced:  Last  year,  32'^'  of  all  men 
over  55  were  employed  full-time. 


DON'T  OVERTAX 

THE  FAMILY-OWNED  BUSINESS 

Regarding  "The  voodoo  logic  of  cut- 
ting capital  gains"  (Editorials,  Oct. 
2),  I  am  sure  you  are  aware  that  death 
taxes  are  already  very  high  and  difficult 
to  handle  for  family-owned  businesses 
when  the  principal  asset  is  the  business 
itself,  and  the  remaining  family  mem- 
bers are  trying  to  carry  it  on.  And  now 
you  also  want  to  add  in  capital-gains 
taxes  on  the  same  assets'? 

Isn't  the  exorbitant  federal-estate  tax, 
ranging  from  35%  to  55%,  on  estates 
more  than  $3  million,  enough  taxation  of 
capital,  especially  when  the  principal  as- 
set is  not  intended  for  sale'.' 

Applying  capital  gains  at  death  would 
further  stack  the  deck  against  survival 
of  one  of  free  enterprises'  vital  under- 
pinnings— the  thousands  of  family- 
owned  businesses  throughout  the  nation. 

Jerry  Huse 
President  and  Publisher 
Norfolk  Daily  News 
Norfolk,  Neb. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York.  N  Y.  10020.  Fax;  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clanty  and  space. 


At  Mita,  we  believe  in  the  power  of  concentration.  So  instead  of 


making  TVs,  CDs  and  VCRs  like  most  other  copier  companies,  t^^^ 
- we  give  copiers  our  undivided  attention.  'T_  L-f 

This  single-mindedness  has  resulted  in  a  line  of  copiers  ranging 
from  tiny  personal  models-'-.^j^^-yJo  high-speed  consoles.  As  well  as 
more  "Best  Buy"  gold  medals  than  any  other  copier  company.  An  owner 
s-jf  ~"J^-' satisfaction  record  that's  practically  unheard  of.  (In  • 
a  recent  survey,  100%  of  Mita  copier  owners  said  they'd  recommend  one.) 
And  a  rating  for  copy  quality^f  "  '  higher  than  Canon,  Xerox  or  Ricoh. 
So  fill  out  this  coupon  or  call  1-800-ABC-MITA.  And  find  out  how 
■  ■x^mz\\  smarter  a  copier  can  be  when  it's  from  the  only  copier 
i  ^    company  that  has  only  copiers  on  the  brain. 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
vestment. 


(Suvci  Coalition  for  Literacy 


THE  LONG  GRAY  LINE:  THE  AMERICAN  JOURNEY 
OF  WEST  POINT'S  CLASS  OF  1 966 

By  Rick  Atkinson 

Houghton  Mifflin  •  592pp  •  $24,95 

FROM  PARADE  GROUND  TO 
KILLING  FIELD— AND  AFTER 


In  the  decade  and  a  half  since  the  last 
U.  S.  soldier  left  Vietnam,  memories 
of  that  sad  conflict  have  been  laid 
bare  in  one  bitter  book  and  movie  after 
another.  Teenage  draftees  are  slaugh- 
tered on  Hamburger  Hill.  Amputees  and 
addicts  struggle  to  rejoin  an  indifferent 
society.  Draft  evaders  tear  their  families 
apart  as  they  flee  their  homeland. 

But  what  about  the  adolescent  Ameri- 
cans who  chose  the  military  profession 
only  to  have  the  uni- 
form become  an  object 
of  scorn?  How  fared 
the  men  who  in  the  mid- 
1960s  dedicated  their 
best  years  to  the  Army 
officers'  code  of  "duty, 
honor,  country"?  The 
answer,  spelled  out  in 
Rick  Atkinson's  The 
Long  Gray  Line,  is 
that  they  differed  little 
from  the  "citizen  sol- 
diers" they  commanded. 
Some  thrived  on  the 
firefight.  Others 
cracked.  Some  avoided 
combat.  Many  died. 
Many  who  survived 
struggled  with  civilian 
life.  Their  story,  told 
through  the  experiences 
and  emotions  of  West 
Point's  Class  of  1966, 
makes  the  best  book 
out  of  Vietnam  to  date. 

In  The  Long  Gray 
Line,  we  find  not  spit- 
and-polish  automatons 
but  fresh-faced  young 
men  for  whom  Vietnam 
was  the  chance  to  join  America's  small 
but  proud  warrior  class.  Their  bitter  dis- 
appointment— both  in  the  conduct  of  the 
war  and  in  the  society  that  often 
spurned  them  afterward — is  conveyed  in 
gripping  vignettes.  Following  several  ca- 
dets through  turbulent  careers  into  the 
1980s,  Atkinson  vividly  demonstrates  the 
hold  that  Vietnam  still  exerts  over  most. 

To  the  short-term  lieutenants  of  that 
era,  the  U.  S.  Military  Academy  grads 
were  annoy ingly  different,  "ring-knock- 
ers" who  would  tap  their  heavy  West 
Point  jewelry  on  the  desk  to  remind  oth- 
ers of  their  pedigree.  But  as  Atkinson 
tells  it,  plebes  in  the  summer  of  1962 


were  like  freshmen  everywhere,  "la  f 
ignorant  of  many  things,  including  ) 
en,  failure,  and  evil."  Later,  a; 
Southeast  Asian  conflict  widened,  j 
expected  to  "storm  across  the  P;i 
win  the  war,  and  return  to  ticker.:: 
parades,  as  their  fathers  had." 

But  fate,  public  revulsion  again^; 
war,  and  the  Army  itself  let  the  C 
'66  down  badly.  Atkinson,  who 
1982  Pulitzer  for  the  Kansas  City 


WEST  POINT'S  '66  CHADS  HAD  THE  HIGHEST  KILLED-IN-AC   M  i 


series  that  was  the  genesis  of  thi^ 
recounts  the  blows.  Frank  Rybk 
one  of  the  most  popular  graduate 
killed  by  his  own  rifle  in  a  tra 
stupid  accident  in  the  Mekong 
Buck  Thompson,  a  Scotch-sv 
charmer  who  seemed  indestructi 
his  fellow  cadets,  died  with  41 
when  misdirected  American  bom 
on  their  position.  As  he  does  so  o 
this  meticulously  reported  book 
son  introduces  us  to  a  widow, 
son's  wife  accepts  his  death  only 
he  asks  her  in  a  dream:  "Won't 
me  rest  in  peace?" 

In  all,  30  of  the  579  grads  ( 
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Windows  of  opportunity. 

One  airline  flies  you 
%  to  more  of  them  than  any  other. 
*  ^'    With  over  1800  flights  a  day 
to  all  the  top  business  centers. 
In  this  country  and  across  the  Pacific. 
Wherever  the  path  of  business  takes  you. 
Whenever  opportunity  comes  into  sight. 
United.  Come  fly  the  friendly  skies. 


EACH  PAIR  AN  ORIGINAL. 
SIGNED  BY  A  MASTER, 

For  a  free  caulof,  call  I-800-MAGLI-22  Ext,  44 


M  BRUNO  MAGLI 


MASTERPIECES. 


Master  Financial  Markets 
With  ComStock  Real-time  Quotes 

ComSlock  supports  advanced  investment  strategies  with: 

•  Rfcil-time  qimtes  tor  over  65,0(X)  U.S.  and  foreign  stocks,  options, 
l-utures,  market  indices  and  t\)reign  exchange  instruments 

•  i-Celi.\ble  international  sateihte  or  phone  line  communications 

•  l-mancial  news  updated  continuously 

•  PC  or  standard  terminal  compatibility 

•  r..  chnical  analysis  with  PC  software 


Call  800-431-5019 


In  N.Y.  and  Canada  914-725-3477 

670  V^'hito  !'!ains  Road,  Scarsdale,  New  York  10583 

Service  !-■  ni'iiilablc  for     III  lie  as  $29!^  per  iiioiitli  plii^  cxdmiii^c  fcc>. 
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itroducing  Hands-On  Management. 


Tliere  was  a 
^when  even  the 
it  energetic, 
it  imaginative  of 
lasers  could  not 
3  tabs  on  his 
y  of  salespeople. 


kik'llilc  icchiiohinv  caren 
'90%  ofllx'  US  ptpukittoii 
>erl80  metropolitan  areas, 
'more  than  our  nearest 
•titor 

HappiK',  cill  tliat 
chcinged. 

Because  now, 
iks  to  cue's  sat 
t  paging  s\'stem, 
no  longer  have 
now  exactV 
Te  tliey  ai'e. 

Y)U  need  OnK'      m-  MelSH  oJ]e>-s  aiwydmlm^  LCD  dist>l(iy.V<na 

w  they're  CcUiv^ing  this  t(  )ur-()unce  tra\eling 
ipmiion. 

Wliich  means  you  ciui  tell  them  ab(  )ut  ( )ne 
:e  stop  to  make  before  they  return. 

Or  a  late-breaking  bit  of  caicial  news  that  aui 
)  you  clinch  a  sale. 

Wliateven 

\bu'll  also  be  happy  to  know  CUE  covers  more 
le  US.  —  far  more  —  tlian  anyone  else. 

An  incredible  90%  of  the  population  in  ox'er 
of  the  countiy's  metropolitiui  ^u'eas  and 
r  acc(  )mpanying  airspace. 

Tlie  next  closest  competitor  covers  onK' 
)ut  100. 

Resulting,  naairalK;  iii  your  abilit\'  to  better 
itact  your  ti'aveler  in  a  tiixi.  In  a  tenninal.  In  a 
spects  lobby  Anytime  day  ( )r  night. 

And  cue's  FM  technc  km'  means  ( )nce  that 


signal's  sent  ( )iit  — 
seconds  after 
y(  )Lf \'e  sent  it  in  — 
it's  going  to  be 
stn  )nger. 

P(  meifully  fill 
ing  in  more  gaps 
:uid  spreading  out 
m(  )re  miles  thui 
any  otlier  system. 

So  not  only 
canyon  tenvtout 
your  lost  soul  in 
New  York  Cit\' 
(pop.  9,119,737). 

Hut  in  I  loot 
OwfOklalioma 
( p(  )p.  3 as  weO. 

^'Iiich  me^uis 
that  whether  you 
rule  with  an  iron 
fist  or  a  \  eK'et  glove, 
CI  'E  c:ui  hel]^. 

Mail opuon  and  Hp  to  -'=>!)  Ikiw^  (JN  a  .     hatleiT  SillipK'  bv  pUt" 

ting  a  pager  where  it  \\\\\  do  y(  )u  :uxl  y(  )ur  field 
teiun  the  most  good. 

Right  in  the  p:ilms  ( )f  their  h:uxls. 

#CUE 
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Free  Voice  Mail. 
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PRESERVATION 

PLAN  ON  IT 


MIDDlMfWN  VA  A  NATIONAL  THUST  PROHRTY 


Planning  on  restoring  a  house,  saving  a  land- 
mark, reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a  wealth  of 
experience  and  help  preserve  our  historic  and 
architectural  heritage.  Join  the  National  Trust 
for  Historic  Preservation  and  support  preserva- 
tion efforts  in  your  community. 

Make  preservation  a  blueprint  for  the  future. 


Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


way  to  avoid  another  Vietnam  is 
member  always  tiiat  war  is  insanitj 
death,  not  j^lorious  adventure. 

BY  DAVE  GRIFj 
Washington  Correspondent  Dave  Gri 
was  an  Armi/  reserve  officer  in  Viett 


BOOK  BRIEFS  I 


ARMAND  HAMMER:  THE  UNTOLD  STOI 

By  Steve  Weinberg 
Little  Brown  •  501pp  •  $22.95 


I 


The  title  tantalizes.  Will  we 
that  Armand  Hammer  was  a 
et  agent,  as  J.  Edgar  Hoover 
ed?  Or  that  his  famous  Lenin  conn( 
is  a  myth,  as  some  debunkers  \ 
have  it?  Far  from  it.  Although  Weil 
says  he  did  700  interviews  and  so 
"hundreds  of  thousands  of  pagei 
documents,  the  most  striking  ' 
about  this  book  is  how  little  the 
vary  from  those  in  Hammer's  1987 
biography.  Given  the  few  damning 
lations,  it's  odd  Hammer  would  mc 
block  publication  as  he  has  in  Brit 
Generally,  Weinberg  paints  Hai 
with  great  sympathy.  The  oil  tycc 
sincere  in  his  "tireless  efforts' 
peace,  spreads  his  wealth  gener( 
and  with  his  art  collection  brings  ' 
sure  to  millions."  Hammer  loves  a; 
art's  sake,  Weinberg  decides,  t 
some  critics  have  been  cynical 
such  Hammer  interests.  Details 
his  exploits  as  an  enterpreneur  i 
Soviet  Union  make  him  seem  clo 
Lenin,  and  more  of  a  managerial  g 
than  does  Hammer's  own  account. 

But  Weinberg,  a  journalism  pro 
at  the  University  of  Missouri,  al 
scribes  an  insecure  social  climbe 
woos  heads  of  state  with  flatte 
gifts.  When  Prince  Charles  says  h 
tercolors  are  too  amateurish  to  sh 
Hammer's  New  York  gallery,  Ha 
flies  a  painter  to  London  to  giv 
lessons.  Hungry  for  the  Nobel 
Prize,  he  sends  prominent  Ame: 
kits  explaining  how  to  nominate  li 
This  view  of  Hammer  isn't  new — itii 
be  the  flood  of  deUiil  that  stings  li 
Weinberg  also  fills  in  blanks  aboue 
.sodes  Hammer  might  rather  forge  i 
two  divorces.  Securities  &  Exclp 
Commission  probes,  his  father's  ii 
ruptcy  and  imprisonment  for  manslkg 
ter  (a  doctor,  he  performed  an  abipi 
that  led  to  a  woman's  death),  anjt 
woes  of  Hammer's  neglected  son. 

Although  Weinberg's  book  is  a  i 
of  tenacious  research,  its  matter-o 
style  makes  it  less  gripping  than  ja 
mer's  smoothly  ghostwritten  acciu 
Hut  Hammer's  maneuvers  to  kill  i^n 
just  help  lure  lots  of  readers.  ) 

BY  STEWARlli 
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"As  solugoes  de  protegao 
}  Citicorp  UnduM  ,  «« 


Assim^  contmuarms 
)mpetitivos  au^mcm 
ossa  partkipagm  no 
tercado.  , . 


I 


V 


Wrm  xhc  go-ahead  to  expand  operations  in  Brazil.  The  CEO  is  in 
*  ^  Chicago.  Sophisticated  exposuce  management  is  essential 
KygJ^    Citicorp  is  there  with  a  unique  hedging  package  that 
jfef^*ensures  success.  Because  in  Sao  PSaulo,  Caracas,  Mexic^ , 
City,  Buenos  Aires -  throughout  La«n  America -TDur  local 
•    foreign  exchange  specialists  understand  the  needs  of  our 
yvy^.^  clients  and  the  nature  of  the  market.  And  they're  backed 
^--Ubiy  the  world's  leader  in  foreign  exchange. 

Citicorji  Number  one  in  foreign  exchange.  ^  ■^Wfimti>^'\ 


conomic  Viewpoint 


ESOPs  AREN'T 
THE  MAGIC 
KEY  TO 
ANYTHING 

BY  GARY  S.  BECKER 


Too  often  created  to  thwart 
takeovers  or  to  win  tax 
breaks,  employee  stock 
ownership  plans  do  little 
by  themselves  to  motivate 
workers  or  improve 
a  company's  performance 


GARY  G  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVERSITY  OF  CHICAGO 


Almost  everyone  loves  the  concept 
of  employee  ownership.  Social 
democrats  who  are  disillusioned 
with  state-owned  enterprise  yet  doubtful 
whether  capitalism  protects  workers' 
rights,  relish  the  idea.  And  conservatives 
who  want  to  spread  "people's  capital- 
ism" favor  it.  But  wishful  thinking  has 
outrun  hard  analysis.  The  advantages  of 
employee  ownership  have  been  oversold, 
and  its  disadvantages  have  been  over- 
looked. 

The  number  of  employee-owned  com- 
panies increased  rapidly  during  the  past 
decade  in  Western  Europe,  Yugoslavia, 
and  China.  The  number  in  the  U.  S.  grew 
from  a  handful  in  1974  to  more  than 
5,000  now  because  of  tax  advantages  in- 
troduced during  this  period.  A  company 
that  borrows  money  to  create  an  em- 
ployee stock  ownership  plan  (ESOP)  has  a 
tax-subsidized,  low-cost  way  to  provide 
employee  benefits. 

A  common  argument  for  the  tax 
breaks  is  that  employees  work  harder 
and  are  more  conscientious  when  they 
own  stock  in  the  company.  It's  possible 
that  ownership  does  indirectly  motivate 
employees,  but  the  direct  incentive  is 
weak:  Almost  all  the  additional  profit 
created  when  an  employee  works  harder 
goes  to  fellow  employees  and  other  own- 
ers of  stock. 

GREATER  RISK.  Nor  is  it  clear  that  shares 
of  stock  motivate  workers  better  than 
profit-sharing  and  other  incentive-pay 
plans,  which  probably  do  a  better  job  of 
tailoring  additional  pay  to  contributions 
by  particular  employees.  Some  compa- 
nies have  partly  replaced  or  supplement- 
ed older  profit-sharing  plans  with  ESOPs 
only  because  of  the  tax  benefits  and  oth- 
er privileges. 

Employee  stock  ownership  increases 
workers'  exposure  to  risk  from  fluctua- 
tions in  the  fortunes  of  their  companies. 
Even  without  equity  ownership,  the 
wealth  of  most  workers  is  poorly  diversi- 
fied because  it's  largely  in  the  form  of 
human  capital  tied  to  the  success  of 
their  employers.  The  risk  is  bad  enough 
for  those  still  working,  but  it's  even 
worse  for  retirees,  since  the  income 
from  and  value  of  pension-fund  assets 
also  depends  on  how  well  the  company 
does.  On  the  other  hand,  profit-sharing 
plans  can  motivate  workers  without  link- 
ing their  retirement  income  or  assets  to 
the  company's  stock. 

ESOPs  often  become  a  management 
tool  to  fend  off  unfriendly  takeovers  and 
other  efforts  to  oust  current  managers. 
For  example,  the  pilot-led,  $6.7  billion 
ESOP  bid  at  United  Airlines  Inc.  coun- 
tered an  outside  offer  by  Marvin  Davis. 
So,  too,  were  many  other  large  ESOPs 
created  after  takeover  bids.  Employee- 
owned  stock  often  aligns  with  manage- 


ment to  turn  down  bids  that  bel 
stockholders  but  may  replace  mail 
ment  and  restructure  operations.  Si 
Congress  didn't  give  ESOPs  tax  ad 
tages  that  significantly  reduce  goi 
ment  revenue  just  to  further  entt| 
inefficient  management. 

The  best  study  of  whether  emyt)^ 
ownership  improves  a  company's  pfc| 
mance  was  published  in  October,  b 
by  the  Genera!  Accounting  Offic 
found  that  profits  and  productivit  ;r 
mained  about  the  same  after  com]>fln 
introduced  ESOPs.  Michael  Conte  at. 
University  of  Baltimore  and  Jan  Svij 
at  the  University  of  Pittsburgh  rea 
similar  conclusions  in  their  recent  sil 
of  many  studies  on  employee  owne| 
in  different  countries. 
LOST  REVENUES.  The  GAO  estimates 
ESOP  tax  breaks  cost  the  federal  go| 
ment  more  than  $12  billion  in  rev 
from  1977  to  1983.  Reforms  in  198^ 
1986  replaced  most  of  the  existina^ 
advantages  with  new  ones.  Comp| 
can  deduct  the  principal  as  well  as 
est  on  the  amount  borrowed  to  crea 
ESOP,  and  lenders  pay  taxes  on  onlj 
of  their  income  from  ESOP  loans, 
dend  payments  on  stock  held  by  an  I 
are  also  tax-deductible,  unlike  diviq 
paid  to  other  holders  of  stock, 
new  tax  benefits  have  reduced  fe 
revenues  by  billions  of  dollars 
1983,  a  pei'iod  of  large  budget  defi| 

Employees  can  participate  in  sor 
cisions  even  when  they  don't  own 
or  set  policy.  Spurred  on  by  the  sup  i 
of  Japanese  companies  with  their 
lem-solving  committees,  called  qi 
circles,  many  more  businesses  ir 
U.  S.  and  Western  Europe  are  se 
employee  input  on  production  met 
grievances,  product  development, 
other  matters.  The  GAO  study  and  o 
found  that  productivity  is  greater 
employees  are  involved  in  company 
sion-making. 

During  a  meeting  in  Warsaw 
June,  I  urged  Solidarity  advocat 
employee  ownership  not  to  stacl 
deck  in  its  favor  when  privatizin: 
woefully  inadequate  Polish  ecor 
The  only  way  to  tell  whether  emp 
owned  companies  benefit  workers 
improve  productivity  is  to  force  th( 
compete  fairly  against  profit-sh 
plans,  privately  held  companies, 
companies  with  publicly  traded  sto 

Based  on  the  available  evidence, 
lieve  that  employee-owned  comj. 
have  too  many  shortcomings  to  i 
large  number  of  fair  contests.  To 
antee  judicious  competition,  the 
and  European  countries  should  elir 
the  tax  breaks  and  other  prn 
that  artificially  encourage  emp| 
ownership. 
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.he  MCI  Card'^  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
phone  in  the  U.S.  to 
almost  any  phone  in  the 
world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  recordings,  or  dial 
differently  from  different 
phones.  And  whether 
you  dial  direct  or  use  an 
operator,  you'll  never 
experience  hidden 
charges  with  MCIf 

With  MCI  you'll  get 
unsurpassed  call  quality. 
And  savings  over  AT&T. 
Month  after  month. 

Take  the  MCI  Card.  Or 
take  your  chances. 

Let  us  show  you.® 
1-800-888-0800 


The  MCI 

Card. 
Americans 
Business 
Card 
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conomic  Trends 


BY  KAREN  I^EMNAR 


WILL  CORPORATE  DEBT 
FORCE  THE  FED  TO  SCRAP 
ZERO  INFLATION? 


Federal  Reserve  Board  Chairman  Alan 
Greenspan  has  said  that  price  stabil- 
ity should  be  the  primary  objective  of 
monetary  policy.  Presidents  of  the  dis- 
trict Federal  Reserve  banks  have  urged 
that  the  Fed  aim  for  zero  inflation  with- 
in five  years.  And  now,  Congress  is  con- 
sidering a  resolution  that  would  require 
the  Fed  to  pursue  that  goal.  No  matter 
how  worthy  that  objective,  however,  the 
Fed  may  well  be  forced  instead  to  pur- 
sue a  policy  with  a  distinct  inflationary 
bias  over  the  next  few  years. 

So  predicts  Harvard  University  econo- 
mist Benjamin  M.  Friedman.  In  a  recent 
paper,  Friedman  argues  that  the  Fed 
will  be  increasingly  constrained  by  the 
huge  buildup  of  corporate  debt  in  the 
1980s.  Today,  the  corporate  sector  has 
total  liabilities  amounting  to  54%  of 
gross  national  product,  up  from  45%  in 
1980.  The  danger  for  monetary  policy  is 
that  if  economic  activity  slows  down 
markedly,  business  revenues  will  start 
to  fall  off,  companies  won't  be  able  to 
make  their  debt  payments,  bankruptcies 


A  DEEPER  HOLE 
FOR  FAILING  COMPANIES 
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will  rise,  and  tiir  ecunoiny  will  lit'  m  tlie 
midst  of  a  debt-default  crisis. 

Even  now,  with  the  economy  in  its 
longL'st  peacetime  expansion  of  the  post- 
World  War  II  years,  corporate  bankrupt- 
cy and  default  rates  are  troublingly 
high.  The  number  of  business  failures 
has  av<  r;ige<l  105  per  10,000  concerns 
since  the  (.'xpansion  began  in  1988— well 
above  the  post- World  War  II  recession 
level  of  :y->  pvr  10,000.  And  Friedman 
observes  lb;0    the   liabilities   held  by 


failed  businesses  also  exceed  the  aver- 
age of  past  recessions,  and  these,  too, 
are  on  the  rise  (chart).  Startups  typically 
do  not  hold  large  amounts  of  liabilities. 
Clearly,  these  cannot  be  dismissed  as 
problems  affecting  only  a  small  sector 
of  the  economy. 

If  corporate  debt  levels  and  bankrupt- 
cies are  so  high  during  an  expansion, 
what  would  the  consequences  be  if  an 
outside  shock,  such  as  an  energy  crisis, 
rocked  the  economy?  Or  if  the  monetary 
authorities  pursued  a  tough  anti-infla- 
tion stance?  Friedman  contends  that  of- 
ficials at  the  Fed  are  all  too  aware  of  the 
dangers,  and  hence  they  will  attempt  to 
head  off  a  default  crisis  long  before  it 
can  develop.  The  Fed's  initial  purpose, 
he  notes,  clearly  stated  in  the  1913  Fed- 
eral Reserve  Act,  was  "to  provide  an 
elastic  currency."  As  the  1980s  end, 
Friedman  predicts,  the  Fed  will  be  "es- 
pecially sensitive"  to  this  responsibility. 


BUSINESS  HAS 
A  HUNCH  ABOUT 
A  COMING  CRUNCH 


There  hasn't  been  any  economic  shock 
to  jolt  business  executives,  but  they 
are  feeling  blue  nonetheless.  The  latest 
quarterly  survey  conducted  by  Dun  & 
Bradstreet  Corp.  of  1,500  executives  na- 
tionwide shows  that  expectations  for 
higher  sales  and  profits  have  dropped  to 
the  lowest  levels  in  four  years.  'The  de- 
cline comes  on  the  heels  of  a  significant 
falloff  in  the  previous  quarter's  reading. 
"After  two  years  of  consistently  strong 
expectations,"  says  Dun  &  Bradstreet 
economist  Joseph  W.  Duncan,  "business 
executives  are  getting  skittish." 

Retailers  were  particularly  gloomy, 
with  sales  expectations  falling  to  their 
lowest  levels  since  the  final  quarter  of 
1983.  If  their  fears  prove  well  founded, 
this  year's  Christmas  season  could  be  a 
weak  one.  The  Conference  Board  says 
consumer  buying  plans  were  slightly 
lower  in  September,  though  consumers 
remain  generally  optimistic.  The  month- 
ly consumer  confidence  measure  leveled 
off  modestly  in  September  from  Au- 
gust's near-record  reading. 


TRADE  MAY 
GET  BETTER, 
THEN  WORSE . . 


It  seems  the  dollar's  strength  just  can't 
be  shaken.  Massive  intervention  by 
major  central  banks  and  a  hike  in  West 
German  interest  rates  haven't  beaten  it 
down.  But  is  a  stronger  dollar  certain  to 


do  the  trade  damage  that  policym] 
fear?  The  U.  S.  trade  deficit  has 
narrowing  as  U.  S.  exports  have  giv 
and  imports  have  slowed.  Now  thfj 
ry  is  that  the  trade  deficit  will 
deeper  into  the  red  as  imports  b^ 
cheaper  and  thus  more  attractij 
U.  S.  buyers,  while  U.  S.  exports  b| 
pricier  for  foreign  buyers. 

That  could  happen,  but  maybe  il  - 
fast.  Economists  at  C.  J.  Lawrence 
gan  Grenfell  Inc.  predict  that  if  th  ifM'^ 
lar  continues  to  strengthen,  the  ., 
trade  deficit  may  get  better  bef  • 
gets  worse— the  i-everse  of  the  so-  b-   "  ' 
J-curve  effect,  which,  after  the  tnteoi 
started  falling  in  1985,  pushed  the  ^  waloiofl 
deeper  into  the  red  before  it  star  sptiasotft 
shrink.  With  a  rising  dollar,  U.  I  iktpoer"- 
ports  will  decline  in  dollar  value  ■^.^r: 
some  purchasers  may  delay  impo  j^^^.^ 
anticipation  of  price  declines  later  > 
today's  total  nnport  bill  will  fall.  F( 
buyers,  meanwhile,  may  worry 
U.  S.  exports  will  get  pricier  in  c 
mionths,  so  they  may  step  up  pure 
which  would  give  U.  S.  export  to 
near-term  boost.  , 

 1  y 

...  AS  SPENDING  OVEI  ^ 
THERE  OUTPACES 
SPENDING  OVER  HEREI  | 


A phenomenal  surge  in  capital 
ing  overseas  will  bolster  U.  S| 
ufacturers  in  the  year  ahead, 
economists  at  Kidder,  Peabody  & 
the  first  half,  for  example,  the; 
that  real  capital  spending  in  Wes| 
many  and  Japan  was  up  10.5' 
19.37',  respectively,  over  its  year- 
levels.  What's  more,  with  capacit 
zation  rates  now  running  over 
Germany  and  100%  in  Japan,  the  i] 
accelerating. 

The  good  news  is  that  the 
spending  boom  in  Europe,  Japai 
the  newly  industrialized  nations 
Pacific  should  continue  to  spur 
growth  in  U.  S.  exports — at  leas 
the  next  year  or  so.  U.  S.  nonauto  i 
equipment,  which  accounts  for  a  s1  i  \ 
42'/'  of  merchandise  exports,  has  a 
soared  14.4%  over  the  past  year. 

The  bad  news  is  that  capital  spJ 
growth  overseas  is  far  outpacing  lj 
vances  in  domestic  investment,  as 
since  1984.  As  long  as  that  con' 
the  outlook  for  U.  S.  industry  to 
its  competitiveness  without  the  hefc  / 
falling  dollar  will  remain  cloudcM^T  x 
surging  capital  spending  overseM  \  \ 
swell  U.  S.  exports  over  the  shojjvv  V 
but  may  well  inhibit  their  growt'jov 
the  long  run. 

With  Gene  Koretz  in  Nei\ 
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eat  holding  up  production? 
Cool  it  with  sy  n. 


at  too  much  heat  can  do  to  machinery  and  production 
edules  is  a  crime.  Mobil  synlubes — syn,  for  short — 
I  be  your  quickest  and  cheapest  answer  to  such 
blems. 

Mobil  synthetic  lubricants  keep  cool  when  things 
hot.  How  cool?  Well,  a  gearbox  lubricated  with  syn 
run  10°F  to  25°F  cooler  than  the  same  gearbox  using 
ventional  oil.  In  many  cases,  even  cooler  than  that.  It 
save  a  lot  of  repairs. 

Syn  has  other  advantages.  It  can  last  three  or  four 
3S  longer  than  even  premium  conventional  oils,  which 
^ns  your  disposal  costs  will  be  cut.  Syn  reduces 
ion  and  helps  extend  the  life  of  gears  and  beahngs. 


Why  not  be  real  cool  and  call  the  Mobil  Information 
Center  at  1-800-662-4525'^  You'll  get  expert  advice 
about  heat  problems  from  a  Customer  Service  Engineer, 
and  you'll  get  it  on  the  spot.  If  appropriate,  a  Mobil 
Sales/Engineer  Team  will  go  over  your  whole  operation. 
They'll  make  recommendations  on  how  many  lubricants 
you  need.  What  kind.  How  to  reuse  them.  Then  they'll 
give  you  a  written  report — complete  with  estimates  of 
how  much  each  of  those  recommendations  will  save  you. 

Work  with  Mobil  people,  products,  and  programs 
and  you'll  save  money.  Sometimes  as  much  as  the  total 
cost  of  the  lubricants.  And  it  all  starts  with  a  phone  call  to 
the  Mobil  Information  Center,  1-800-662-4525. 


If  we  can't  save  you  money, 


etter  From  Moscow 


THE  TERRIBLE  CLAMOR 
AT  THE  GOLDEH  DOOR 


It  was  Moscow's  longest  line.  When  I 
joined  it  on  a  chilly  autumn  Saturday 
a  few  weeks  ago,  I  fell  in  behind 
numbers  23,504  and  23,505.  They  were 
an  elderly  Jewish  couple  from  Kiev,  an 
electrical  engineer  and  his  wife  who  po- 
litely refused  to  give  me  their  names. 
Like  thousands  of  others,  they  stood  in  a 
parking  lot  next  to  the  American  embas- 
sy waiting  to  get  applications  to  emi- 
grate to  the  U.  S. 

They  had  decided  to  leave  after  so 
many  years  because,  they  said,  anti-Sem- 
itism is  on  the  rise  in  Kiev — and  because 
the  Soviet  Union  is  making  it  easier  to 
emigrate.  But  they  looked  worried.  "We 
don't  have  close  relations  in  the  U.  S.  Do 
you  think  we  will  get  in?"  asked  the 
gray-haired  woman,  clutching  her  shop- 
ping bag. 
The  answer  is:  probably  not. 
The  thaw  in  U.  S. -Soviet  relations  has 


produced  a  bitter  irony  for  many  would- 
be  Soviet  emigres.  Under  pressure  from 
the  U.  S.  and  its  allies,  Soviet  leader  Mik- 
hail S.  Gorbachev  has  opened  his  coun- 
try's doors  so  wide  that  the  U.  S.  now  is 
closing  its  own  a  bit.  Until  last  year, 
nearly  everyone  who  managed  to  get 
permission  from  Soviet  authorities  to 
emigrate  was  welcomed  in  America  as  a 
political  refugee.  But  under  new  immi- 
gration rules  that  took  effect  on  Oct.  1, 
the  U.  S.  will  turn  away  two-thirds  of 
the  Soviets  who  apply  in  the  coming 
year  and  give  priority  to  those  with  close 
relatives  in  the  U.  S. 
SMALL  COMFORT.  U.  S.  officials  point  out 
that  even  under  the  new  rules,  they  plan 
to  admit  80,000  to  100,000  of  the  Arme- 
nians, Jews,  Uzbeks,  and  other  Soviet 
citizens  who  will  apply  to  immigrate  in 
the  next  12  months,  compared  with  few- 
er than  1,000  in  1986.  But  these  impres- 


sive numbers  are  little  comfort 
people  in  line  here  in  Moscow.  As 
a  computer  programmer  shiveringi 
ski  jacket,  remarks:  "Now  that  we 
the  opportunity  to  leave,  we  can't 
the  United  States." 

Irina,  a  well-dressed  young  W' 
speaking  good  English,  puts  it 
forcefully:  "Many  people  consider  ,  , 
selves  as  refuseniks  here."  Like      '  ;lie  .say 


I'ia'oefore 

.a  Stan  all 
'pejKi'ioilii 


t 
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Soviet  Jews,  she  was  planning  to 
he  country  on  an  Israeli  visa,  then 
in  Vienna  to  immigrate  to  the 
ia  Rome.  But  she  didn't  receive 
it  visa  before  Oct.  1,  and  now  the 
3  phasing  out  this  route.  So  she 
d  to  start  all  over  again.  "I  gave 
laments  [to  the  Soviet  authorities] 
',  I  quit  my  job,  and  gave  up  my 
lent,"  she  says.  "To  get  an  exit 


NEW  YORK 


^ROME 


visa  to  Israel,  you  have  to  cancel 
your  citizenship.  So  now  [some 
Jews]  don't  have  the  citizenship, 
but  they  can't  get  the  pass  to  go  to 
America."  Irina  managed  to  per- 
suade the  Soviet  authorities  to  stop 
processing  her  application  for  Isra- 
el, but  others  were  not  so  lucky. 

To  ease  the  congestion  at  the 
Moscow  embassy,  the  U.  S.  also  has 
changed  its  procedures  for  process- 
ing applicants.  Before  Oct.  1,  applica- 
tions were  handed  out  and  processed 
here.  But  with  the  lines  growing,  the 
U.  S.  decided  to  hand  out  applications 
here  and  have  applicants  mail  them  to 
Washington  for  processing.  "We  fully 
expect  to  resettle  more  Soviets  in  the 
U.  S.  than  we  ever  have  before,  but 
there  are  limits  to  the  numbers  we  can 
process  in  any  given  month  or  year," 


says  Max  Robinson,  the  U.  S.  counselor 
for  consular  affairs  at  the  embassy. 

Even  though  the  line  now  is  moving 
more  quickly,  the  people  in  it  say  they 
liked  the  old  procedures  better.  "Did  you 
ever  try  to  send  something  through  the 
Soviet  mail?  What  is  my  guarantee  that 
my  letter  will  get  to  Washington,  or  that 
I  will  receive  the  reply?"  grumbles  An- 
dre, a  30-year-old  musician  who  wants  to 
join  his  father  in  New  York. 
LINE  MANAGERS.  The  old  System  was  no 
model  of  streamlined  efficiency.  People 
from  all  over  the  country,  even  the  far 
reaches  of  Siberia,  lined  up  in  Moscow 
and  had  to  wait  days  to  submit  their 
applications  and  talk  with  U.  S.  officials. 
But  resourceful  would-be  emigres  orga- 
nized themselves  so  people  could  come 
and  go  without  losing  their  places  in 
line.  They  split  into  groups  of  thousands, 
then  into  groups  of  hundreds,  and  elect- 
ed leaders.  The  group  leaders,  called  sot- 
niki,  would  then  inform  group  members 
when  to  show  up  at  the  embassy  line. 
Even  under  the  new  system,  groups  of 
hundreds  and  thousands  still  line  up  to 
get  applications.  But  they  must  wait  for 
replies  from  Washington. 

Despite  the  changes  in  Soviet  policies 
under  Gorbachev,  the  reasons  for  want- 
ing to  emigrate  don't  seem  to  have 
changed  much.  One  new  Soviet  policy, 


A  Reminder  Of  How  Many  Things 
Are  Built  Around  a  StronCt  Center. 

Just  as  things  in  nature  expand  and  grow  from  the  center,  business 
has  a  way  of  expanding  naturally  from  Missouri. 

We're  the  geographic  and  population  center  of  the  country.  At  the 
crossroads  of  ten  interstate  hignways,  the  second  and  third  largest  rail 
terminals  in  the  countr}',  and  the  second  largest  inland  watenA'ay. 

Add  to  that  one  of  the  top  ranked  manufactunng  climates  in 
America,  and  you  begin  to  see  why  companies  like  Hallmark  Cards, 
Anheuser-Busch  and  350  other  Fortune  500  companies  have  located 
in  Missouri. 

If  you're  a  manufacturer,  vvTite  or  call  us  toll-free  today.  You'll  find 
that  when  it  comes  to  business,  Missouri's  the  natural  choice. 

ZZ  Missouri 

  Advantage 

  1-800-523-1434 


Name  

Company/Title . 

Address  

City  

Phone  L 


,  btate . 


,  Zip . 


) 


Mail  10  The  Missouri  Advantage.  PO  Box  1 18.  Jefferson  City.  MO  65102 
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A  financier  wouldn't  be  rash 

When  the  market  came  close  to  a  crash; 

He  said,  "I'm  no  fool— 

Here's  how  I  keep  cool 

While  brokers  are  juggling  my  cash." 


The  word  for  water  coolers. 

You  can  find  us  in  the  Yellow  Pages. 


"If  you  have  Diabetes, 
you  can  help  change 
the  way  it  is  treated 


The  Diabetes  Control  and 
Complications  Trial  is  seeking 
volunteers  for  a  major  research 
study  supported  by  the  National 
institutes  of  Health 

The  goal:  to  determine 
whether  one  of  two  insulin 
r-'mens  will  help  prevent  or 

down  the  devastating 
cr ;,  ■.i;catlons  of  diabetes, 
in:,    ^ng  kidney  and  heart 
di£-     nlindness,  and  nerve 
disc 

Qi     ri  volunteers  receive 
expei      ''es  medical  care,  at 
one  Oi        quality  medical 
centers      U.S.  and  Canada, 
atNOCOv      !ip  to  six  years. 


Volunteers  must  be: 

•  msulin-dependent  for  less 
than  five  years, 

•  taking  no  more  than  two 
injections  daily, 

•  between  the  ages  of 
13  and  39. 

For  more  information,  call  our 
toll-free  numbers  24  hours  a  day 

1-800-522-DCCT 

IN  THE  US 

1-800-533-DCCT 

IN  CANADA 


Diabetes 
Control  and 
Complications 
Trial 


Space  provided  as  a  pui 
service  by  the  publisher. 


for  example,  is  to  allow  Jews  to  wci 
in  synagogues  and  study  Hebrewj 
many  Jews  in  the  line,  like  the  e 
couple  from  Kiev,  say  things  haven 
proved.  "The  anti-Semitism  in  UL 
Stan  is  terrible.  People  are  being  p||i 
out,"  says  Valya,  a  red-haired  doi 
her  50s  who  has  not  been  able  to 
hospital  position  for  sevei'al  years! 

Glasnost  also  has  allowed  rightii 
Russian  nationalist  societies,  such  ^ 
fast-growing  Pamyat,  to  spriniti 
These  groups  espouse  anti-Semitic  p 
and  have  been  linked  to  vandalisr'r 
other  crimes  against  Jews.  With  aj 


'What  is  my  guaranteeji 
that  my  letter  will  get  t| 
Washington,  or  that  If 
will  receive  the  reply?! 


Soviet  wit,  a  man  from  Kishin 
Moldavia,   criticizes  the  U.  S.  s 
"The  U.  S.  consul  says  there  is  no  r 
cution  here.  And  the  consul  is  an  n 
able  man." 

Of  course,  Irina,  Valya,  and  ti 
Jews  could  still  go  to  Israel.  But  n 
say  they  don't  want  to  because  i 
have  relatives  or  friends  in  An  K 
U.  S.  officials  say  nearly  90%  of  H 
Jews  who  have  left  on  Israeli  visa;  't 
headed  to  the  U.  S.  Says  Irina:  "W'  5 
not  had  much  information  here  h 
Israel.  People  think  it  is  a  hard  ci  i 
and  a  very  orthodox  country." 

The  swelling  crowd  outside  the  ( 
sy  is  testimony  to  the  uncertaiil 
many  Soviet  citizens  about  their 
try's  future.  The  doors  have 
opened  for  people  to  leave,  but  m; 
not  have  enough  faith  in  peresh  i 
eventual  success  to  stay  around,  fi 
shortages  persist.  Crime  is  rising  ? 
nationalist  disputes  are  growing  » 
bitter.  "The  situation  is  already  vc 
stable.  If  it  gets  worse,  people  w|) 
away,"  says  Leonid  Stonov,  a  proi 
refusenik. 

As  I  chatted  with  would-be  e) 
outside  the  embassy,  it  didn't  tak 
for  a  group  to  gather  around  anc 
me  with  questions  and  complaints 

"Can  I  get  into  the  U.  S.  if  I  saj 
go  in  the  army?" 

"I'm  Armenian.  We  have  noth 
eat  and  nothing  to  wear." 

"Can  you  ask  the  American  coi 
see  us?" 

"By  the  way,  are  you  married? 

BY  ROSE 

Moscow  Bureau  Chief  Brady's  fath 
grated  to  the  U.  S.  from  Ireland  in 
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(^uick.  Name  the  office  copier  that  produces  60  clean,  clear  copies  per 
ninute.  The  one  that  lets  yon  copy  both  sides  of  an  original  w  ithout  slow  ing 
Jown.  And  stores  copy  quantity  and  sorting  commands  for  future  use. 

We  call  it  the  B[>923().  But  you  can  think  of  it  as  the  fastest  solution  to 
ill  your  copier  needs.  Call  l-HOO-GO-FOSHIBA. 


Fhin  nrc  Gi  ilfilh  Jnyiii  i.  Faste  st  ivniiHiii  in  tin  iruihl. 


I  111  HI)  ^CmSyshni. 
liO  i  iipii  s  per  minute. 


In  Touch  with  Tomorrow 

TOSHIBA 

Copier  Systems 
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The  Price  Of  Every  1990 Audi  Is  Going  Down. 

Take  the  Audi  ICO,  for  instance.  Its  1990  manufacturers  suggested  retail  price  is  g^ft^ 
$1400  lower  than  in  1989.  And,  of  course,  there  are  similar  savings  across  the  V^j^gP' 
entire  Audi  mocicl  range.  Jhg  AltCmate  ROUte. 


'V19H9  Audi  oj  Amftua 
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COS  IVIARK:  00/\l-ITV  COIMXROL.  FOR 


Many  seemingly  mundane 
events  in  today's  hectic  world 
go  unnoticed,  passing  almost 
immediately  into  obscurity 
Inevitably,  it  is  left  to 
historians  to  revisit  the  past 
and  bring  to  the  limelight  those  events  which, 
later  generations  would  determine,  were  to 
have  a  ma|or  impact  on  the  course  of  future 
events  One  such  likely  event  occurred  this 


OSI:  FROM  BLUE  SKY  TO  STORE  SHELF 


President  and  CEO 

Corporation  for  Open  Systems  International 


past  spring,  on  April  25,  in  Washington,  D  C, 
What  happened  was  the  presentation  of  a 
new  type  of  award-to  three  computer 
products. 

Usually  people  get  awards  -  but  computer 
components'?'  Yes,  The  awards  were 
bestowed  by  the  Corporation  for  Open 
Systems  International,  or  COS,  a  consortium 
whose  members  include  the  major  computer 
manufacturers  of  the  world,  key  government 


OREIM  SYSTEIV 

I 

agencies  from  the  U  S,  and  other  le^ 
industrialized  nations,  internati|j 
communications  carriers  and  serfc 
providers,  and  leading  multinatiit 
corporations.  The  award  that  was  conf6|6 
-called  the  "COS  Mark"-signified  that  tii 
particular  products,  ranging  from  comfii 
plug-in  boards  to  software  packages,  m 
among  the  first  to  meet  newly  establil 
levels  of  performance.  I 

But  the  award  of  the  COS  Mark  has  i  !j 
ing  to  do  with  the  products'  speed,  or  a  i 
ity,  or  size-the  criteria  that  come  to  is 
minds  when  you  mention  computer 
formance."  Rather,  it  involves  a  meas 
level  of  compatibility  performance. 

Indeed,  the  products  that  were  " 
Marked"  in  April-from  prominent  high 
manufacturers  Motorola,  Hewlett-Pa( 
and  Concord  Communications-had  all  p£ 
a  battery  of  COS  tests  designed  to  me; 
their  individual  "conformance"  with  a ! 
new  internationally  adopted  stand 
These  standards  were  drafted  expres: 
enable  different  computer  systerr 
interconnect,  and  then  exchange  inform 
with  each  other. 

The  new  conformance-testing  pro( 
which  COS  President  and  CEO  Linco 
Faurer  predicted  in  April  would  be 
generator  of  a  new  age  of  netwo 
products  and  services,"  in  fact  repre 
the  culmination  of  an  incredible  internal 
development  effort  that  has  been  oni 
for  over  a  decade.  That  effort  has  inv 
the  world's  leading  computer  scien 
millions  of  dollars  and  man-hours, 
unprecedented  levels  of  cooperation, 
between  nations  as  well  as  betwee 
world's  leading  multinational  compute 
high-tech  corporations 

The  saga  of  what  is  now  widely  kno 
computer  and  communications  circles; 
Open  Systems  Interconnection  progtc 
OSI,  begins inthemid-1970s.  Accompa 
the  spread  of  computers  that  resulted 
rapid  technological  advances  and  q 


As  the  1980s  fade  to  a  close,  many  have  already  turned  their  attention 
to  the  1990s-and  to  the  new  millenium  that  lies  just  beyond.  It  is  an  appropri- 
ate time  to  reflect  on  the  ma|or  developments  and  achievements  of  the  past 
decade  which,  for  the  international  computer  and  communications  commu- 
nity, have  been  substantial.  Indeed,  the  progress  made  has  paved  the  way  for 
a  computer-networking  Age  of  Enlightenment  in  the  years  ahead. 

The  foundation  laid  by  the  multitude  of  people  dedicated  to  making 
Open  Systems  Interconnection  a  reality,  at  a  staggering  cost  in  resources  and  time,  is  only  now 
becoming  recognized  But  appreciation  of  their  efforts  will  grow  as  OSI  matures  from 
adolescence  to  adulthood.  By  the  end  of  the  next  decade,  computer  communications  that  are 
carried  within  OSI  protocol  stacks  will  unquestionably  predominate  in  networks  throughout  the 
world 

Not  all  of  the  work  is  finished,  to  be  sure.  On  top  of  this  solid  foundation  are  myriad  designs 
waiting  to  be  built.  In  the  standards  committees,  much  remains  to  be  done  in  finalizing  the  rest  of 
the  protocol  specifications  And  for  those  involved  in  OSI  product  testing,  as  we  at  COS  are,  test 
tools  will  require  ongoing  refinement  and  enhancement.  Still,  as  author  Edwin  Mier  points  out  in 
the  mam  article,  "the  end  of  the  beginning"  for  OSI  has  come,  and  gone;  COS-Marked  OSI 
products  are  now  in  the  marketplace. 

Much  work  lies  ahead  for  the  user  community,  too.  Migrating  from  existing,  proprietary 
network  architectures  to  new  ones  based  on  the  international  OSI  standards  will  likely  take  years. 
That  being  the  case,  the  sooner  users  begin  scaling  the  OSI  learning  curve,  and  begin  mapping 
their  organizations'  migration  paths  and  strategies,  the  better. 

Several  key  upcoming  conferences  and  symposia,  focusing  exclusively  on  the  issue  of 
migration  to  OSI,  can  be  instrumental  in  helping  users  assess  and  assimilate  the  current  state  of 
OSI,  and  OSI  products  An  example  is  the  second  annual,  COS-sponsored  Conference  on  OSI 
Product  Integration,  being  held  in  Washington,  D  C.  from  November  28  to  December  1,  (Those 
interested  tan  contact  the  Conference  Manager,  U.S.  Professional  Development  Institute,  located 
in  Silver  Spring,  MD,  or  call  301-445-4400) 

Trfinsitioning  to  OSI  will  not  be  without  headaches,  just  as  with  any  major  new  system 
upgrade  But  by  getting  involved  now,  organizations  can  be  better  equipped  to  cope  with  this  and 
the  ottier  inevitab!»;  challenges  that  the  next  decade  holds  in  store. 


Lincoln  D.  Faurer 
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)ing  semiconductor  and  memory  prices, 
a  proliferation  of  computer 
ifacturers  and  system  suppliers.  And 
,  It  seemed,  developed  its  own, 
letary  way  of  doing  thmgs- 
evitably,  as  the  data  processing 
rements  witfiin  large  organizations  grew, 
and  more  computers  were  wheeled  in. 
Jue  to  a  variety  of  factors-competitive 
)uter-industry  bidding  and  pricing, 
ntralized  procurement  practices,  the 
ent  processing  needs  and  DP  budgets 
department  to  department,  as  well  as 
gh  corporate  mergers  and  acquisitions  - 
'  organizations  ended  up  with  a  hodge- 
3  of  different  vendors' computer  systems 
3ch  computer  was  configured  to  handle 
irocessing  chores  of  a  particular  user 
imunity"  (accounting,  engineering, 
eting,  and  so  on).  But  each  automated 
rtment  also  then  became  its  own 
rate  information-processing  domain 
ng  the  same  information  electronically 
een  departments  was  unheard  of-not 
use  it  wasn't  needed,  but  rather  because 
onnections  didn't  exist. 
D  enable  information  to  be  moved  and 
ed  between  disparate  systems- 
iframes,  minicomputers  and,  just 
ining  in  the  late  1 970s,  microcomputers 
major  computer  makers  developed 
ork  architectures.  These  established 
iterconnection  rules  and  specifications 
•faces,  cabling  and  protocols)  for  linking 
i/endor's  systems. 

ut  just  as  different  systems  were 
npatible  due  to  different  designs,  these 
■ork  architectures  usually  just  supported 
computers,  peripherals  and  related 
forking  devices  from  that  particular 
or.  Thus,  instead  of  vendor-proprietary, 
npatible  systems,  there  became  vendor- 
rietary,  incompatible  networks  of 
!ms. 

Cold  War  in  computer  networking 

he  computer  industry  became  embroiled 
own  brand  of  Cold  War.  In  a  few  cases, 
specifications  for  a  particular  vendor's 
/ork  architecture  were  offered  publicly, 
enabling  third-party  equipment  manu- 


facturers to  make  compatible  equipment  that 
worked  within  that  vendor's  network  archi- 
tecture environment. 

But  seldom  were  all  the  pertinent  and 
necessary  specifications  published.  This 
ostensibly  was  done  to  protect  proprietary 
technology-but  also  to  preserve  market  share. 
As  a  result,  third  parties  were  usually  limited 
in  the  extent  to  which  their  equipment  could 
participate  in  a  particular  vendor's  network. 
(Their  devices  had  to  emulate  relatively 
unsophisticated,  "dumb"  terminals,  for 
example,  rather  than  be  able  to  assume  a 
more  significant  role  as  an  intelligent 
minicomputer  or  host  "network  controller") 

In  other  cases,  where  few  (or  none)  of  a 
major  vendor's  network  architecture 
specifications  were  made  public,  third-party 
equipment  manufacturers  had  to  reverse- 
engineer  the  appropriate  interfaces  and 
protocols,  and  then  build  what  they  could 
decipher  into  their  products.  This  presented 
problems,  however,  not  the  least  of  which 
were  potential  copyright  and  patent 
infringement  issues.  In  addition,  a  reverse- 
engineered  communications  interface  was  a 
best-guess  implementation,  which  might 
work  under  most  conditions  But  customers 
could  never  be  assured  of  complete 
compatibility  in  all  situations 

Then,  too,  there  was  an  ever-present 
threat  that  the  major  vendor,  whose  network 
architecture  interface  was  reverse-engi- 
neered, would  change  itsarchitectural  speci- 
fications in  a  subsequent  "new  release,"  and 
thus  render  compatible  third-party  devices 
incompatible.  This  happened  with  predict- 
able frequency,  and  it  would  typically  take 
from  three  months  to  perhaps  a  year,  or 
longer,  for  third  parties  to  engineer  a  new 
interface  that  accommodated  the  changes. 

For  major  computer  users  around  the  world 
-businesses,  as  well  as  governments  and 
academia-the  situation  grew  increasingly 
intolerable.  The  harsh  economic  realities 
were  clear:  it  was  costing  billions  of  dollars 
in  duplicated  expenses,  burgeoning  technical 
staffs,  and  lost  productivity 

The  different  network  architectures 
necessitated  separate  support  staffs  to 
program,  maintain,  and  manage  each  vendor's 


A  SHORT  STEP  TO  OSI  FOR  SOME 
COMPUTER  MAKERS 

Some  computer  manufacturers  saw 
that  the  writing  on  the  wall  spelled  out 
"OSI"  years  ago.  And  for  those,  who 
modeled  their  own  network 
architectures  on  OSI,  upgrading  to 
full  OSI  compliance  and  support  is 
now  a  relatively  straightforward  task. 

One  such  computer  vendor  is  Bull 
HN  Information  Systems  Inc. 
(Billerica,  Mass.)."lt's  a  transitioning 
issue  for  us;  our  Distributed  Systems 
Architecture  (DSA)  started  at  the  same 
time  as  OSI,"  says  Ward  D. 
MacKenzie,  executive  vice  president 
of  business  strategy  and  management 
with  Bull.  "DSA  was  developed  in  the 
context  of  OSI,"  he  says. 

Bull  in  fact  already  offers  a  variety 
of  OSI  communications  software 
packages  for  several  of  the  systems 
within  its  DPS  computer  line.  And 
more  are  on  the  way. 

"We  intend  next  year  to  introduce 
OSI  equivalents  for  our  GCOS  7, 
GCOS  8  and  Unix  products,"  says 
MacKenzie.  Adding  OSI  capabilities 
to  these  systems,  he  says,  "will  enable 
OSI  and  DSA  applications  to  execute 
on  the  same  system  and  share  the 
same  network  to  communicate  with 
other  vendors'  equipment,  as  well  as 
with  other  Bull  systems." 

Bull,  and  many  other  computer 
vendors,  agree  that  a  duplicity  of 
network  operating  environments  will 
proliferate  for  some  time.  One  will 
support  the  special  networking  and 
distributed  processing  capabilities 
between  that  vendor's  systems;  the 
other,  based  on  OSI,  will  facilitate 
computer  interworking  between 
different  vendors' systems.  The 
advantage  to  users  is  obvious. 

"The  percentage  of  our  customers 
who  want  to  be  able  to  mix  vendors  is 
growing  rapidly,"  says  MacKenzie. 
And  with  its  OSI  strategy,  "The  user 
really  ends  up  being  the  winner,"  he 
says,  adding:  "Customers  will  be 
demanding  more  of  this  type  of 
openness,  to  more  flexibly  use  what 
they  have." 
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Your  plans  to  connect  ^       ' "  ' 


Getting  a  network  off  the  ground  is  easy 
with  AIX™  Because  AIX,  IBM  s  enriched 
version  of  the  UNIX®  operating  system,  brings 


of  performance. 


up  all  vour  systems 

f  1^  '^^^KJM.^M.         M.%^^M.  J.    -"-^  ^ •  environment 


 7  —  — —    —7  —   security  to  the 

will  f  Iv  a  lot  easier  with  AIX.  rirr  f 


AIX  gives  you  a  very  high  degree  of 
flexibility.  AIX  lets  you  create  a  trans})arent 
network  between  platforms  from  a  broad  range 
of  vendors-from  SUN®  to  DEC®  to  AT^S^f® 
and  HP.® 

It  also  lets  you  link  up  a  broad  range  of 
IBM  systems-from  the  PS/2®  to  the  RTf  all 
the  way  up  to  th«^  System/370!" 

All  for  one^  and  one  for  all.  AIX  can 
integrate  a  network  so  effectively,  you'd  swear  it 
was  a  single  system. 

Distributed  S(Tvic(^s  on  the  RT  lets  every- 
one in  the  network  sbare  files,  [)r()grams  and 
devices.  And  to  o[)tiniize  your  i*S/2  and 
System/370  investment,  AIX's  transparent 
Computing  Facility  lets  you  shift  power  from 
one  processor  to  another,  as  the  need  arises. 

And  sinc;e  AIX  allows  you  to  merge 
DOS  and  UNIX  functions,  you  protect 
your  software  invcstm<Mit,  too. 
AIX''s  ease  of  use  also  sets  a  new 
standard.  AIX  is  well  documented,  easy  to 
learn  and  provides  connectivity  through  multi- 
ple communications  protocols. 

So  if  you  want  to  raise  the  (juality  of  your 
networldng,  connect  witli  your  IBM  mar- 
keting representativt^  or  IBM  Business  Partner 
today  about  AIX.  The  one  system  that  con- 
nects the  flexibility  of  open  standards  with  all 
the  classic  strengths  of  IBM. 

For  more  information,  call  1  800 
IBM-2468,  ext.  148.  AIX  from  IBM.  Making 
your  business  come  together. 


2  and  FIT  are  registered  trademarks  and  System/370  is  a  trademartt  of  International  Business  Machines  Corporation  AIX  is  IBMs  Advanced  Interactive  Executive  which  is  a  trademark  ol  International  Business  Machines  Corporation 
I  UNIX  are  registered  trademarks  of  American  Telephone  and  Telegraph  Company  DEC  is  a  registered  trademark  of  Digital  Equipment  Corporation  SUN  is  a  registered  trademark  of  Sun  Microsystems.  Inc  HP  is  a  registered  trademark 
It  Packard  Company  (c)  1989  IBM  Corp 
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SPREADING  OUT  SPREADSHEETS, 
OVEROSI  NETWORKS 

Lotus  Development  Corp. 
(Cambridge,  Mass.),  which  offers  the 
enormously  popular  1-2-3  spreadsheet 
program,  is  already  planning  how  to 
tap  the  new  capabilities  of  OSI 
networks  in  upcoming  software 
versions. 

"We  are  heavily  committed  to  our 
cross-platform'  strategy,"  says  Ed 
Belove,  Lotus'  vice  president  of 
corporate  research  and  development, 
"We  want  to  have  1-2-3  available  on 
all  the  computer  platforms  our 
customers  use." 

Belove  explains  that  networking  in 
general,  and  future  standard  OSI 
networks  in  particular,  are  enabling 
applications  like  the  1-2-3 
spreadsheet  to  be  shared  by  multiple 
users,  and  individual  1-2-3  users  to 
obtain  and  retrieve  data  files  to  plug 
into  their  spreadsheets  from  virtually 
anywhere. 

"The  spreadsheet  used  to  be  a 
personal  tool,  which  matched  the 
personal  computer  very  nicely,"  he 
says,  "But  now  we  have  to  extend  the 
spreadsheet  to  groups  of  individuals. " 
From  Lotus'  point  of  view,  that  means 
writing  versions  of  1-2-3  that  run  not 
just  on  PCs  (and  PS/2s  and  Macs),  but 
also  DEC  VAXes  and  IBM  mainframes. 

"In  today's  world,  it's  almost 
impossible  for  [spreadsheet]  users  to 
not  have  to  know  about  the  network," 
says  Belove.  He  explains  that  Lotus 
addresses  different  network 
environments  today  by  providing  an 
assortment  of  network  drivers'  with 
each  version  of  1-2-3.  But  spreadsheet 
users  still  have  to  know  quite  a  bit  to 
ioac  ihe  right  network  drivers. 

■  Wiv  don't  want  our  users  to  have  to 
wrs";  fiboiit  the  network  technology, " 
he  "sr-y ;  sdding  that  a  standardized 
netiv  rk  ai^hitecture  will  permit 
sofcA 5o  elopers  to  incorporate  all 
the  av3i>-    :  -etwork  features,  and 
off-load  {; :.    le  user  concerns  about 
"making  t'^^  t;Bk  through  the  network, 
and  bringi:  5  aack  the  data  from  the 
other  side.' 
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systems  and  subnetworks.  Expensive 
networking  facilities  had  to  be  duplicated 
because  different  computer-communications 
links  had  little  in  common  and  so  could  not 
share  the  same  transmission  facilities.  And 
of  course,  valuable  information  that  was 
contained  within  onecomputer  or  subnetwork 
remained  largely  inaccessible  to  others  m 
the  same  organization,  who  were  operating 
on  a  different  vendor's  system  or  subnetwork 
Large  end-user  organizations  were 
becoming  increasingly  militant  about  the 
inability  of  different  manufacturers' 
computers  to  communicate 


The  Soviets  weren'tthe  only  ones  to  realize 
that  a  'closed  society  inherently  breeds 
international  isolation  and,  subsequently, 
economic  stagnation.  Some  years  earlier, 
the  international  computer  industry  came  to 
much  the  same  conclusion:  That  unless  access 
to  different  manufacturers'  computer  systems 
could  be  made  more  open-allowing  users  to 
breach  the  gaps  between  proprietary 
hardware  and  software  designs,  and  to  freely 
access  and  exchange  data  between  disparate 
systems-the  newly  heralded  Information  Age 
might  indeed  be  short-lived. 

Putting  aside  their  own  differences  for 
the  moment,  representatives  of  the  major 
computer  manufacturers  and  communications 
service  suppliers  began  meeting  formally  on 
the  compatibility  issue.  And,  m  the  late 
1970s,  agreement  was  reached  on  a  course 
of  action.  It  was  an  ambitious  and 
unprecedented  plan,  whereby  a  new 
computer-networking  architecture-and  a  set 
of  standard  "  computer-connection  protocols 
that  implemented  that  architecture-would 
be  developed. 

A  new  standards-development  activity 
was  established  within  the  framework  of  the 
powerful  International  Organization  for 
Standardization  (or  ISO,  the  acronym  coming 
from  the  organization's  French  name).  And 
since  then,  technical  experts  representing 
the  leading  computer  and  communications- 
service  suppliers  have  been  meeting  almost 
non-stop,  in  committee  and  subcommittee 
sessions  around  the  world,  to  hammer  out 


the  details  of  these  new  standards. 

Given  the  complexity  of  the  hardware 
software  issues  involved  (compi 
networking  itself  is  a  relatively  new  scie: 
and  one  based  on  rapidly  changing  technolc 
those  involved  knew  that  the  Open  Syst 
Interconnection  project  was  truly  a  Hercul 
undertaking.  It  was  clear  at  the  outset 
progress  would  be  slow-  not  just  becaus 
the  technical  complexities,  but  also  due  tc 
ISO's  deliberate  standards-development 
adoption  procedures.  (See  panel:  "Comp 
networking  standards:  Why  years  in 
making") 

The  user  community  at  large  was  he 
ened  by  the  OSI  development  effort.  AIn 
overnight,  it  seemed,  OSI  became  an  es: 
tial  ingredient  in  the  long-range  computer 
quisition  and  networking  strategy  of  virti 
every  major  end-user  organization. 

But  as  the  weeks  turned  into  months, 
then  into  years,  many  began  wondering  w 
the  lofty  goal  of  OSI- the  open  interconnec 
of  multiple  vendors'  systems-  would  beg 
be  realized  The  question  asked  most  ofte 
trade  shows  and  conferences  became:  "W 
will  OSI  get  here''" 

Those  laboring  in  the  OSI  stand 
committees  were  euphoric  about  the  progi 
being  made,  especially  as  portions 
specifications  began  filling  in  the  hole: 
OSI's  complex  multi-layered  structure, 
even  as  1 984  came  and  went,  and  then  1 ! 
there  still  were  no  available-or  e 
announced-OSI-based  products. 

Clearly,  OSI  remained  the  way  to  head, 
organizational  demandsfor  connectivity  v\ 
compelling  many  computer  and  d 
communications  managers  to  come  up  v 
solutions  now.  Effective  interim  stratet 
were  needed  ,  but  for  how  long'i'  There  v\ 
few  alternatives:  In  the  absence  of  te: 
OSI-based  products  to  meet  th 
proprietary"  solutions  remained  the  t 
viable  choice 

This  was  the  state  of  affairs  up  until 
1985.  when  17  major  U.S.  firms  formed 
Corporation  for  Open  Systems  Internatio 
Its  charter:  To  accelerate  the  developmen 
OSI-based  products  and  to  help  make  0! 
practical  reality.  This  was  not  to  be  a  sirr 
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IVIPUTER  IMETWORKIIMG  SX/\IM D/\RDS: 
WHY  YEARS  IIM  THE  IVIAKING 


pen  Systems  Interconnection  (OSI) 
tbegan  in  earnest  in  the  late  1970s  with 
mation  of  a  new  technical  committee 
the  International  OrganizationforStan- 
(or  ISO).  Its  charter  was  to  develop  a 
pen,  and  "standard"  architecture  for 
ter-to-computer  communications,  and 
ammer  out  standard  "protocol"  speci- 
is  that  would  enable  vendors  to  imple- 
his  architecture. 

he  ISO's  membership  consists  mainly 
lufacturers  which,  in  the  areas  that 
;  OSI,  include  suppliers  of  computers, 
re,  and  related  peripheral,  terminal, 
mputer-networking  equipment.  There 
■iliate  standards  organizations  within 
lustrialized  nations  that  contribute  to 
D's  international  standards  activities, 
iliate  organization  in  the  United  States, 
imple,  is  the  American  National  Stan- 
Institute,  or  ANSI. 

echnical  contributions  to  the  ISO  are 
/  first  proposed  to,  evaluated  by,  and 
ndorsed  through  formal  balloting  pre- 
ss at  the  national  level.  Submissions 
hese  national  bodies  then  undergo 
jr  review  and  study  cycle  within  the 
hich  can  take  several  months. 
Only  after  the  major  pieces  of  a  new 
ication  are  settled  on  and  adopted 
h  formal  balloting  by  the  members  of 
)propriate  ISO  technical  committee, 
he  potential  standard  become  an  ISO 
'roposal,  or  DP.  While  this  is  a  major 
;omputer  and  protocol  specifications 
DP  stage  are  not  in  final  enough  form  to 
jlemented  by  manufacturers:  The  ex- 
id  scope  of  likely  changes  make  it  little 
han  a  common  basis  and  starting  point 
ther  development. 

'he  next  major  step,  after  much  of  the 
ication  is  finalized,  is  its  adoption  as  a 
International  Standard,  or  DIS.  Most 
that  bythistime  (after  a  year  or  more  as 
what  will  ultimately  become  an  official 
ard  IS  80  percent  complete.  Many 
facturers  will,  upon  adoption  of  the 
ication  as  a  DIS,  begin  the  product- 
3pment  cycle,  which  anticipates  that 
changes  will  inevitably  be  required 
J  products  based  on  the  specification 
iliverable  to  customers  in  final  form, 
rhough  started  in  the  late  1970s,  OSI's 
Dpers  knew  that  few  of  the  specifica- 
would  reach  final  International  Stan- 
IS)  status  before  the  early  to  mid-198Qs. 
>o,the  rush  to  bring  OSI  to  users  yielded 
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premature,  prototype  implementations.  Many 
of  these  have  since  had  to  be  revised  as  the 
standards  on  which  the  products  were  based 
continued  mutating,  and  meandering  towards 
final  IS  status. 

Further  compounding  the  development 
of  OSI  standards  is  a  harmonization  agree- 
ment between  the  ISO  and  another  major 
international  standards  body,  the  Interna- 
tionalTelephone  andTelegraph  Consultative 
Committee  (or  CCITT,  as  it  is  known  from  its 
French  name).  This  accord,  reached  after 
OSI  work  had  begun  in  the  ISO,  established 
that  the  CCITT  would  adopt  the  same  OSI 
specifications  as  part  of  its  standards. 

Due  to  the  different  nomenclatures  and 
standards-naming  conventions  used  by  the 
ISO  and  CCITT,  however,  the  names  of  the 
same  standards  would  inevitably  be  differ- 
ent. Take,  for  example,  one  of  the  first  major 
OSI  applications-layer  specifications,  a  stan- 
dard for  electronic-mail  communications.  The 
Message  Handling  System,  or  MHS,  is  the 
name  for  the  electronic-mail  standard  as 
adopted  by  the  ISO.  The  same  specification 
adopted  by  the  CCITT  was  given  a  different 
name:  X.400, 

The  CCITT's  members  are  communica- 
tions carriers,  including  the  telecommunica- 
tions agencies  that  are  a  part  of  many  na- 
tions' governments.  The  United  States  has 
no  such  government  agency,  of  course,  so 
the  State  Department  serves  as  the  U.S  's 
representative  agency  to  the  CCITT, 

Also  unlike  the  ISO,  the  CCITT  works  in 
four-year  cycles.  Standards  developed  within 
the  cycle  are  not  formally  adopted  until  a 
major  "plenary"  meeting  at  the  end  of  the 
four  years  (the  lastwasinthefallof  1988,  held 
in  Australia).  Only  a  few  of  the  early  OSI 
specifications  were  completed  enough  to  be 
adopted  by  the  CCITT  at  the  end  of  its  previ- 
ous cycle,  ending  in  1984.  One  of  these  was 
X.400.  By  last  year's  plenary  meeting,  how- 
ever,manymorehad  beenfinalized  andwere 
adopted.  These  now  exist  both  as  formal  ISO 
International  Standards,  and  as  CCITT  "Rec- 
ommendations" (as  its  standards  are  known) 

Notably,  a  much  more  detailed  and  ex- 
panded version  of  the  X.400  electronic-mail 
specification  was  also  adopted  by  the  CCITT 
at  its  1988  plenary.  Most  vendors,  however, 
are  basing  their  initial  OSI  electronic-mail 
products  on  the  1984  version,  though  prod- 
ucts based  on  the  more  feature-rich  1988 
version  are  expected  to  begin  appearing  in 
the  marketplace  within  the  next  few  years. 


WORLDWIDE  STANDARDS: 
THE  TELEPHONE  CONNECTION 

Computers  and  telephones  would 
seem  at  first  glance  to  have  little  in 
common.  But  better  look  again.  Their 
relationship  has  become  a  reciprocal, 
symbiotic  one.  The  success  of  future 
computer  networking  depends  to  a 
large  degree  on  telecommunications 
advances  and  enhancements  that  are 
now  underway. 

For  diverse  multinational 
companies  that  manufacture  both 
computer  and  telecommunications 
equipment,  this  increasing 
interdependence  is  opening  the  door 
to  new  applications,  and  yielding  new 
business  opportunities  along  the  way. 

Fujitsu  Limited  is  Japan's  largest 
computer  maker.  Internationally,  its 
divisions  in  North  America  and  Europe 
make  and  sell  not  only  computers  but 
also  data  communications  products, 
imaging  systems  —  and  telephone 
equipment  and  switches.  Naturally, 
international  standards  that  address 
computer  connectivity  and 
telecommunications  interfaces  are  of 
paramount  importance  to  Fujitsu. 

Fujitsu  Business  Communication 
Systems,  headquartered  in  Anaheim, 
Calif.,  is  devoting  considerable 
research  into  developing  a  closer 
computer-telephone  relationship,  and 
then  applying  it  to  its  digital  telephone 
switch  family. 

"There  are  synergies  between 
customers'  host  computers  and  their 
telecommunications  systems,"  says 
Michael  A.  Albers,  director  of  product 
planning  with  Fujitsu  Business 
Communication  Systems. 

What  types  of  synergies?  In  one 
case,  employees  traveling  between 
their  company's  many  dispersed 
locations  can  get  their  phone  calls 
automatically  routed  to  wherever  they 
are,  simply  by  inserting  their 
identification  badges  into  a  card 
reader  at  that  site.  In  another  case,  a 
business  can  selectively  forward  and 
route  incoming  calls  based  on  who  it 
is  that  is  calling  —  before  the  call  is 
ever  answered. 
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Relrase  3's  SD  drsiyri  gives  you  unpnredt'ntftl  poivrrjnr  (Dialysis. 


Every  business  day,  10  million  people 
turn  to  the  power  of  Lotus^'  1-2-3®  to  solve 
their  business  problems.  From  investment 
banking  to  aerospace  engineering.  From 
fish  processing  to  floral  design. 

That's  because  nothing  can  help  you 
exploit  the  power  of  information  better. 
Especially  with  the  introduction  of  the  new 
i/)ras  1-2-3:  Release  3  and  Release  2.2. 

1-2-3  Release  3  lets  you  manipulate  data, 
n*'  •i,:?ate  tlirough  complex  applications, 
anci  wnrk  mth  more  speed,  power  and  ease 
than  ar-y  othfT  spreadsheet. 


In  fact,  I'ufoWorld  recently  was  mo\id 
to  say ". . .  with  this  new  release,  1-2-3  hai 
instantly  regained  its  long  standing  positer 
as  the  sheet  to  beat."' 

Much  of  the  credit  belongs  to  Releas(3 
revolutionary,  true  three  dimensional 
design.  And  to  its  powerful  database  vit^- 
DataLens  technology  that  lets  you  acces 
external  data  without  leaving  1-2-3. 

Equally  impressive  is  Release  3's  pe- 
sentation  quality  output  and  its  range  of 
advanced  analytical  graphics.  In  additi»ii, 
our  new  programming  tools  make  custbi 
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ehindadeskhas 
ower  on  top  of  it. 

)lications  extraordinarily  easy  to  create,     you  can  do  it  faster,  smarter  and  better. 
Release  3  is  for  DOS  or  OS/2®  users.  Its        Of  course,  both  Release  3  and  Release  2.2 


lakthrougfi  spreadsheet  design 
kes  it  ideal  for  managing  highly 
nplex  tasks.  For  example,  rolling 
multiple  departmental  budgets, 
ilyzing  a  database  of  company 
senses  or  building  a  financial 
)orting  system. 

For  those  of  you  who  work  in  a    Release  2.2  ojfersm  spread 

sheet  fniblishhiQ  capabUUij 

}K  DOS  environment.  Release  2.2     ejctramdtmry  speed, 
he  most  powerful  spreadsheet  you  can 
f.  It's  ideal  for  everyday  business  applica- 
[\s  from  basic  budgeting  to  inventory 
eking  to  sales  forecasting. 

Release  2.2  offers  remarkable  speed  and 
^sentation  quality  output,  as  well  as 
proved  analytical  power  in  the  way  of  file 
king,  minimal  recalc  and  undo. 

And  your  current  add-in  products  will 
)rk  with  Release  2.2.  So  you  can  customize 
my  way  you  need  to. 

All  of  which  means,  you  can  do  every- 
ng  you  always  did  with  1-2-3  only  now 

lieNewLotus  1-2-3 

The  spreadsheet  of  choice 


provide  the  highest  compatibility 
with  your  current  version  of  1-2-3. 
Or  as  InfoWorki  put  it, ". . .  current 
1-2-3  users  will  feel  right  at  home 
immediately"' 

The  point  is,  there's  never  been 
a  better  time  to  upgrade  to 
Lotus  1-2-3,  because  there's  never 
been  a  better  1-2-3. 
For  more  information,  contact  your 
Lotus  Authorized  Reseller.  Or,  if  you're  a 
current  user,  and  would  like  to  receive  up- 
grade information,  caU  1-800-TRADEUP. 
Ask  for  EXT.  574. 

Then  you'll  see  firsthand  how  the  new 
Lotus  1-2-3  wiU  give  you  more  power  than 
ever  before.  On  the  desk  and  behind  it. 


under  rXDS  or  OS/2  Hard  disk  and  1Mb  system  memory  required  m  DOS.  3 Mb  in  OS/2  LoluscertifiedcompaliblePCAT  with  80286/80386  processor  required  Release  2  2  ruiis  on  Lotuscertiried  PCs  ofall  types  in  CKJSwith  a  rniriimumof320Ksystern  memory 


AT&T  SEES  UNIX,  OSI  SIDE-BY-SIDE 

According  to  Dan  Scheinbein, 
director  of  AT&T's  Information  Network 
Architecture  Center  in  Holmdel,  N.J., 
"It's  going  to  be  a  long  transition  " 
before  much  or  all  of  a  typical  organi- 
zation's data  traffic  is  OSI-borne. 
Indeed,  most  agree  that,  as  OSI  begins 
to  take  root  in  MIS  centers  and  data 
networks  throughout  the  world, 
existing  "proprietary "  network  applica- 
tions will  necessarily  coexist  with  OSI 
for  the  indefinite  future. 

So  how  should  users  take  the  OSI 
plunge?  AT&T's  advice:  Start  a  little  at 
a  time,  on  a  case-by-case  basis. 

"To  implement  OSI  doesn't  mean  you 
have  to  do  it  for  all  your  applications 
right  now,"  says  Joe  W.  Timko,  vice 
president  of  AT&T  architecture.  He 
explains  that  AT&T's  future  networking 
strategy  is  being  built  on  "three 
cornerstones  —  ISDN,  Unix  and  OSI." 

AT&T  expects  that,  as  ISDN  is 
further  refined  and  deployed,  it  will  be 
incorporated  into  the  OSI  protocol 
stack.  According  to  Timko,  ISDN  will 
take  its  place  "within  the  first  three 
layers  of  OSI,"  offering  data  network- 
ers  many  new  options  that  current 
long-distance  data-transmission  tech- 
nologies cannot. 

Another  strategic  front  in  AT&T's 
OSI  game  plan  is  Unix,  the  general- 
purpose  computer  operating  system 
that  AT&T  licenses.  Unix  will  dovetail 
nicely  with  OSI,  according  to  AT&T, 
though  some  changes  at  Unix  users' 
sites  will  inevitably  be  necessary. 

"OSI  is  a  natural  evolution  for  Unix," 
says  Timko,  adding  that  future  Unix 
ifnplementations  "would  naturally 
inckide  OS!  for  future  applications." 

itself,  as  well  as  Unix  applica- 
hom.  msy  need  only  minor  changes. 
WhfiJ  wilS  ':;hange  is  the  current 
netwot-kiofi  structure  that  supports 
Unix,  a  protocol  set  known  as  TCP/IP. 

"The  simplest  case  is  to  replace 
[TCP/t?  pnir.'jcols]  with  OSI  from  the 
transport  iaye?  an  up,"  ad»  ses  Timko. 
And  the  best  hnte  io  begh  this  is  as 
new  Unix-based  applicasiuns  are 
wheeled  in,  he  says. 


task,  as  the  appropriate  OSI  standards  were 
at  various  stages  of  completion.  And  how 
could  anyone  be  sure  that  products  built  to 
these  new  specs  performed  the  way  they 
were  supposed  to-and  enabled  true  open 
systems  interconnection? 

COS  set  to  work  on  the  problems 
immediately  What  was  needed,  the  COS 
members  determined  early  on,  was  a  testing 
methodology  and  test  procedures  put  in  place 
so  that  new  OSI-based  products  could  be 
benchmarked  against  some  accepted  norm. 
For  OSI  to  gam  marketplace  acceptance,  they 
reasoned,  products'  conformance  with  the 
standards,  and  their  ability  to  interoperate 
with  other  products  measured  against  the 
same  conformance  benchmark,  had  to  be 
established- 

The  result,  after  years  of  intense  research 
and  development,  was  the  COS  Mark  program 
inaugurated  this  April  And  while  the  first 
COS-Marked  products  announced  were  few, 
and  those  addressing  limited  networking 
applications,  it  nevertheless  marked  an 
important  turning  point-the  end  of  the 
beginning,  so  to  speak-for  OSI.  The  first 
tested  products  were  finally  available 


To  fully  appreciate  what  the  COS  program 
means,  as  well  as  to  understand  how  the 
availability  of  tested  OSI  products  is  likely  to 
impact  your  organization's  networking  future, 
a  look  behind  the  scenes  into  the  complex 
world  of  computer  networking  and  protocol 
standardization  is  necessary 

When  the  progenitors  of  OSI  began  drafting 
a  blueprint  for  their  work,  they  realized  that  a 
rare  opportunity  existed  to  produce  a 
computer-networking  architecture  that 
surpassed  any  single  vendor's  proprietary 
approach  to  date.  However,  while  OSI  could 
incorporate  all  the  best  features  from  existing 
proprietary  architectures,  it  could  not  copy 
any  particular  vendor's  architecture,  in  whole 
or  even  in  substantial  part.  There  were  not 
just  copyright  and  patent  issues  (though  many 
vendors  would  gladly  have  signed  away  all 
rights  for  their  architecture  to  be  adopted  as 
the  OSI  standard).  Rather,  any  endorsement 
of  a  single  vendor's  proprietary  approach 


would  have  had  profound  polit 
ramifications,  and  would  probably  \ 
negated  any  possibility  of  OSI  being  wi 
accepted  and  implemented. 

The  OSI  designers  knew,  too,  that  if 
structured  OSI  right,  the  result  could  I 
networking  architecture  that  would  em 
for  decades  In  order  for  it  to  proliferate 
perpetuate,  however,  OSI  had  to  be  ab 
accommodate  future  changes  m  technol 
For  this  reason,  the  developers  struct 
the  OSI  "model"  into  functionally  sepa 
"layers "  Standard  software  "interfai 
would  be  spelled  out  to  enable  layer 
communicate  and  to  send  and  receive 
between  layers.  This  way,  w 
technological  advances  required 
functions  in  a  particular  layer  be  expand' 
changed,  that  portion  could  easily 
removed,  and  a  new  specification 
enhanced  version  of  the  specification)  si 
Its  place.  (See  panel:  "A  model  for  the  ful 
Open  Systems  Interconnection"). 

This  all  meant  that,  except  for  exis 
public-domain  specifications  (such  as 
popular  X  25  specification  for  pa( 
switching ),  most  of  OSI  was  to  be  new- 
hence  untested  And  however  the  fina 
of  OSI  specifications  turned  out,  testing 
verification  of  products  built  to  these 
and  unproven  specifications  was  essei 
before  OSI  could  achieve  marketp 
acceptance. 
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Virtually  everyone  agrees  that  the  S 
model  offers  a  sound  foundation  for  builnr 
an  open  computer-networking  architect^e 
In  theory  at  least,  the  layered  approai- 
with  multiple  different  service  specif  icatn: 
comprising  each  layer,  and  defined  interfi 
for  linking  them  together-should  work 
practice,  however,  standards  tend  to  b: 
valiant  implementations  Sometimes  it's] 
fault  of  the  implementors,  sometimes?' 
faulty  standards,  and  often  it's  a  combinajn 
of  the  two 

For  example,  two  diametrically  oppc|*l, 
solutions  to  the  same  problem  might  (lid 
often  do)  emerge  during  the  standa's- 
development  process   And  dependinnn 
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The  results  of  our  phone  survey  are  in. 


If  you  and  your  phone  system  aren't  speaking,  talk  with  Fujitsu  Business  Com- 
munication Systems.  We  found  in  recent  independent  studies  that  Starlog,™our  small 
business  voice  and  data  communication  system,  has  everyone  talking.  In  fact,  86% 
of  users  surveyed  rated  its  performance  as  good  to  excellent.  Moreover,  the  Starlog 
achieved  a  higher  performance  rating  than  the  industry  leader  received  for  its 
mparable  system.  Better  yet,  most  felt  the  Starlog  system  made  their  businesses  significantly  more  efficient, 
aybe  that's  why  in  1987  Fujitsu  Business  Communication  Systems  was  the 
!  provider  of  small  business  communication  systems  in  the  U.S.  And  we're 
eked  by  Fujitsu  Ltd.,  a  $16  billion  global  computer  and  telecommunications 
ider  who's  been  around  for  over  50  years.  Tb  find  out  more  about  the  Starlog, 
11  or  wi-ite  us  at  3190  Miraloma  Ave.,  Anaheim,  CA  92806. 1-800-654-0715. 
■etty  soon,  you'll  be  talking  like  a  satisfied  customer  too. 

FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 

C  1989.  Fujitsu  Busines!!  ("■ommunication  Systems.  Starlog  is  a  trademark  of  Fujit.su  Business  Communiration  Sy.stems. 


FUJITSU 


Conform 
By  Design 


This  is  the  age  of  OSI.  The  quality  and 
marketability  ot'  a  product  depends  on  its 
interoperability. 

Passing  acceptance  testing  doesn't  happen  by 
chance.  Conform  by  design  is  a  new  concept 
that  must  be  adopted  in  product  development. 
From  the  beginning  of  the  development  cycle, 
new  products  can  be  designed  according  to 
specifications.  By  using  conformance  testing 
technology  in  every  stage  of  your  product 
development,  you  can  verify  that  each  stage 
of  your  implementation  will  pass  certified 
conformance  tests. 

IDACOM  delivered  the  hardware  for  the  first 
automated  certification  procedures  for  X.25 
and  X.21/TELETEX  for  the  Bundespost  in 
1981.  Having  one  decade  of  experience  in 
data  communications  especially  with  flexible 
and  practical  solutions  for  automated  tests  of 
communications  protocols  made  IDACOM 
the  market  leader  in  Open  Systems 
Conformance  Testing. 

Since  worldwide  criteria  for  future  of 
certification  and  conformance  testing  is 
being  established,  many  operators  of  test 
centres,  network  carriers,  equipment 
manufacturers  and  end  users  have  to  make 
decisions  for  test  environments  they  want  to 
use  in  the  future.  Some  already  made  the 
right  decision  for  IDACOM,  the  following 
facts  should  make  it  easier  for  others; 

IDACOM's  worldwide  efforts  in  conformance 
testing  include  joint  projects  such  as 
developing  the  NET2  and  QS/WAN  X.25 
conformance  testing  system  with  the  German 
PTT  (FTZ).  ISDN  Conformance  Test  System 
lor  North  America's  ACr23,  and  the  European 
NET3.  The  XCTS  X.25  Conformance  Test 
System  is  jointly  developed  with  COS  to 
ensure  compliance  with  standards  defined  in 
the  ISO.  The.se  systems  use  IDACOM  protocol 
testers  as  test  engines. 

Tap  into  IDACOM's  wealth  of  protocol  testing 
expertise.  Let  our  experience  work  for  you. 
Ask  lis  about  our  full  library  of  conformance 
test  suites .  .  .  Call  us  today  1-800-661-3868. 
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IX/IODEL  FOR  THE  FUTURE: 
SYSTEIVIS  IIMTERCOIMIMECTICI^^"' 


OSI  IS  notone  single  specification.  Rather, 
there  IS  an  assortment  of  specifications  (and 
more  are  being  finalized  all  the  time),  which 
collectively  comprise  the  OSI  repertoire  of 
standards.  Implementors  pick  and  choose 
which  specificationsto  build  into  products  in 
the  same  way  one  might  order  from  a  Chinese 
menu:  Any  number  can  be  selected  from 
Column  A,  for  example,  but  at  least  one  from 
Column  A  must  be  selected. 

As  shown  in  the  figure,  the  architects  of 
OSI  decided  to  segregate  the  functions 
needed  to  send  data  in  today's  complex  net- 
working environment  into  layers. 

What  evolved  for  OSI  was  a  seven-layer 
structure,  or  model,  where  all  messages  and 
communications  would  pass  down  through 
the  stack  of  layers,  making  use  of  particu- 
lar specifications  at  each  layer  along  the 
way.  After  an  OSI  message  traverses  the 
network  and  arrives  at  the  destination,  it 
would  then  reascend  through  a  correspond- 
ing protocol  stack  and  be  passed  on  to  the 
recipient. 

Communications,  whether  between  com- 
puters or  people,  exhibit  many  of  the  same 
attributes  and  have  many  requirements  in 
common.  Examining  the  functions  of  differ- 
ent layers  of  the  OSI  model  in  the  context  of 
a  person-to-person  telephone  call  can  be  il- 
lustrative. 

The  physical  layer, \hQ  functional  portion 
closesttothe  network  facility,  addresses  ac- 
tual physical  attachment  to  the  network,  as 
well  as  the 


A  MODEL  FOR  THE  FUTURE 


The  nerivor/r/a/er  involves  the  setufii  ^.-j 
routing  of  the  connection  through  theiBt.„,jpj^,gi 
work.  Network-layer  information  in  a  pir 
call  is  the  phone  number  that  is  dialed,  vjic 
the  network  interprets  to  establish  a  thric 
connection.  'C 
The  transport  layer  insures  the  enlitc;i*|£(i  (r!f(t 
end  integrity  of  communications.  During  tu...kjr,jj^ 
of  a  phone  call,  transport-layer  func|n 
would  include,  for  example,  the  ringin('4n 
busy  signals  sent  back  to  the  caller.  Iti 
called  party  answers,  the  first  word«x:]'teotr0 
changed  would  likely  provide  this  end-t(fn  -:'  --• 
control,  so  that  calling  and  called  pa rtieta 
confirm  the  connection,  and  that  they  cn  i.. 
fact  hear  each  other  clearly  ("Helio?'j 

The  session  layer  addresses  the  n^r  '^'""^ 
of  the  communication,  matching  the  pafci  -'^tfe''*' 
lar  needs  of  the  communicating  devics  t  !:,jotr«fij 
the  available  network  resources.  A  pon;,„^j,yjj 
conversation  might  start  like:  "Aunt  T(fiii,  .| 

this  IS  Tom.  I  called  to  "  which  ser\fi1' 

establish  the  scope  of  the  communicjor  • 

The  presentation  layer  ensures  thebn 
munication  is  in  a  form  the  recipient  caiur:j;tDrefs« 
derstand.  As  long  as  both  parties  of  a  fpn-jju 
call  speak  the  same  language,  there  i*L...jjj^^^,^ 
ally  no  problem.  But  if  translation  fronts' 
French  to  English  were  required,  that  ^Jiil  "'''"'''''*^^ 
be  a  presentation-layer  responsibility 

The  application  layer  provides  colnL:s!|'j3re[<^ 
nications-related  services  oriented  to\jr(h-),[jjjjj^^^ 
specific  applications.    An  answering;..., , 
chine,  which  provides  the  voice  equi\Jei  ' 
of  elect«ri 


physical  form  of 
the  communica- 
tion. For  a  tele- 
phone caller, 
this  corre- 
sponds to  the 
phone-cable 
connection  to 
the  phone  |ack, 
the  phone  jack 
Itself  (such  as 
the  common  RJ- 
II  lack),  and,  say,  whetherthe  phone  operates 
using  touch-tone  or  rotary  "pulse"  dialing. 

The  data  link  layer  involves  the  control 
of  communications  between  adjacent 
"nodes"  in  the  network.  For  a  person  plac- 
ing a  phone  call,  this  might  equate  to  pick- 
ing up  the  receiver,  which  notifies  the  tele- 
phone central  officethata  call  is  coming,  and 
then  hanging  up  afterwards,  which  signals 
It  to  close  down  the  communications  path. 


mail  —  serB'V  WMi3 
stored  byjri  .:nii:t!c^^| 
sender,  irc 
trieved  at ;»« 
time  by  th  it 
cipient  — iS 
good  examte  c 
an  applicicr 
layer  funcltn 
the  voice|l6 
phone  eoTCi 
ment. 

Every  different  service  available  'ithi 
each  CSI  layer  requires  its  own  specifintio 
standard  (one  for  touch-tone  signalinier 
other  for  rotary  dialing,  for  example).  Tn 
OSI  model  spells  out  several  differentltei 
native  services  within  each  layer;  notama 
be  finalized,  however,and  notall  ofthe  icr 
fications  are  necessarily  needed  in  eaoan 
every  OSI  implementation,  or  for  evei| 
communication. 
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nstances,  both  could  end  up  being 
ed  in  the  final  specification^  Thisnnight 
m,  say,  with  a  particularly  thorny  and 
iversial  technical  issue,  which  could 
herwise  be  resolved  by  consensus.  Or 
d  be  the  result  of  political  expediency, 
I  the  standard  was  stalemated  over  the 
and  could  not  go  forward  without  it 
settled,  or  bypassed 
hat  happens,  then,  is  that  different 
aches  to  addressing  a  particular  issue 
:luded  in  the  final  standard,  even  though 
ne  or  the  other  would  be  built  into  in  a 
ct  that  implements  the  specification, 
esult:  a  likely  compatibility  glitch 
een  two  different  vendors' 
Tientations. 

iviously,  the  need  for  different  vendors' 
cts  to  do  the  things  specified  in  the  OSI 
ications,  in  precisely  the  same  way,  is 
nount.  Unlike  implementing  a 
ication  for  the  design  of  say,  a  toaster 
e  ambiguities  can  be  resolved  any  way 
lanufacturer  sees  fit,  as  long  as  the 
toasts  bread),  the  smallest 
mentation  differences  can  prevent  two 
irs' OSI  products  from  working  together, 
two  OSI  products  don't  work  together, 
ick  to  square  one  for  all  concerned, 
screpancies,  ambiguities,  and  undefined 
5"  m  standards  specifications  can  occur, 
iailywith  new  specifications  (like  OSI's, 
3  most  were  written  from  scratch).  But 
pop  up  much  less  frequently  today  than 
did  with  previous  standards,  due  to 
antially  improved  techniques  for  writing 
lards  (many  of  which  have  been 
oped  as  part  of  the  OSI  standards  project 
limize  variant  interpretations). 
1  inherent  problem  with  standards  that 
ersists,  and  which  affects  OSI  just  like 
ther  standard,  is  the  "multiple  choice" 
!.  This  is  where  the  finalized 
fications  offer  manufacturers  too  many 
ins  or  choices  in  their  product 
imentations.  Certain  "basic"  services 
be  built  into  products,  butthere  are  also 
usually  an  assortment  of  "optional" 
:;es  that  manufacturers  may  incorporate 
hey  may  not. 

s  a  rule,  the  existence  or  absence  of 


optional  services  is  determined  when  two 
different  products  are  negotiating  operational 
parameters  at  the  beginning  of  a 
communications  session.  A  product 
supporting  certain  optional  services  obviously 
cannot  use  those  services  with  another  that 
lacks  those  capabilities  What  happens  is 
the  devices  negotiate  to  learn  the  "least 
common  denominator"  of  services  that  both 
support,  and  then  operate  with  each  other  on 
that  level. 

That  IS  what  is  supposed  to  happen  Most 
protocol  experts  agree,  however,  that  as  the 
number  of  options  offered  to  implementorsin 
the  specifications  increases,  so  does  the 
likelihood  of  interoperability  problems 
between  different  vendors'  products. 

OSI  protocols  "stacking  up' 

Putting  aside  the  potential  for 
interoperability  problems  resulting  from  too 
many  options  within  particular  OSI 
specifications,  there  are  also  then  the 
problems  associated  with  the  sheer  number 
of  different  specifications  that  make  up  the 
OSI  protocol  repertoire  (and  more  are 
constantly  being  added  as  they,  too,  are 
finalized). 

Until  recently,  only  a  few  OSI 
specifications  had  been  completed  to  the 
pointwhere  they  could  be  implemented.  And 
most  of  these  addressed  the  lower  four  layers 
of  the  seven-layer  OSI  structure.  Even  so, 
anxious  OSI  developers  went  ahead  and 
implemented  these  individual-layer 
specifications.  The  result,  of  course,  were 
OSI  product  "components,"  which  supported 
OSI  communications  only  at  specific  layers 
Clearly,  before  OSI  would  have  any  real  value 
to  the  end-user  community,  full  seven-layer 
products  were  needed. 

"A  transport  protocol,  by  itself,  is  of  no 
use  to  end  users,"  notes  Vince  Bonzagni, 
COS' administrator  of  the  COS  Mark  program, 
adding:  "It's  not  until  applications  programs 
are  running  over  all  seven  layers  that  an  OSI 
product  will  be  perceived  by  the  public  as 
utilitarian."  (For  more  on  what  comprises  a 
seven-layer  OSI  implementation,  see  the 
panel;  "Anatomy  of  a  protocol  stack"). 

Starting  in  the  early  1980s,  the  National 


OSI  MODEMS:  WILL  THEY  BE  ABLE 
TO  WORK  TOGETHER? 

The  closest  that  many  get  to  data 
networking  today  is  the  ubiquitous 
"modem, "  which  enables  PCs  and 
other  computers  to  communicate  over 
telephone  lines.  In  a  great  many 
cases,  it  is  one  of  the  "Smartmodems" 
made  by  Hayes  Microcomputer 
Products  Inc.  (Norcross,  Ga.)  But  just 
as  OSI  is  changing  computer  network- 
ing, so,  too,  will  OSI  likely  impact  the 
common  data  modem. 

"We're  seeing  a  factor  of  ten 
increase  in  PC  data  communications 
speeds  every  five  years,"  says  John  A. 
Copeland,  Hayes'  vice  president  of 
system  engineering.  Just  a  few  years 
ago,  PC  transmission  rates  over  phone 
lines  were  making  the  monumental 
leap  from  about  300  bits  per  second  to 
1,200  bits  per  second. 

Today,  PC  transmission  is  rou- 
tinely done  at  about  10,000  bits  per 
second.  With  new  technologies  that 
are  being  added  to  modems,  nearly 
double  that  rate  is  now  possible. 

Where  OSI  comes  into  the  modem 
picture  is  in  the  adoption  of  transmis- 
sion standards  at  the  lower  OSI  layers, 
where  the  functions  that  modems 
provide  reside.  Modem  manufacturers 
had  been  addressing  faster  PC 
communications  by  developing 
innovative,  and  proprietary,  tech- 
niques for  pushing  phone-line  trans- 
mission to  its  practical  limit.  But  with 
these  proprietary  innovations,  only 
modems  from  the  same  vendor  could 
be  used  in  the  same  network.  This  not 
only  stifled  the  flow  of  information 
within  organizations,  but  also  made 
communications  between  different 
organizations  a  virtual  impossibility. 

"We  used  to  use  proprietary 
protocols,  too, "  acknowledges 
Copeland,  "but  what  the  OSI  standards 
are  permitting  is  for  vendors  like 
Hayes  to  build  network  components 
that  work  with  each  other."  Hayes 
modems,  and  those  of  many  leading 
manufacturers,  are  now  incorporating 
the  OSI  protocol  specifications,  which 
assures  users  of  interoperability. 


AIKTcomputers 
mean  faster  recoveries  at  Rush-Presbytenan- 
St.  Luke's  Medical  Center 


Front  to  back: 

Leo  Hmikqff  M.D..  President, 
Rusb-Presbyierian-St.  Lukes  Medical  Center 


BUI  \miman. 

Assistant  Vice  President  of  Administratiiv  A/fairs. 
Rusb-Prvsbyterian-St.  Lukes  Medical  Center 

DanByers. 
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Chicago,  Illinois 
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!  didn't  want  to  just  survive  cost-cutting  in  the  healthcare 
str>:  They  wanted  to  flourish.  So  to  help  them  compete 
:r,  and  treat  their  patients  better,  AT&T  prescribed  a  distrib- 
networked  computing  solution.  Rush's  Leo  Henikoff,  M.D. 
Bill  Weliman,  and  AT&T's  Dan  Byers  review  the  hospital's 
Patient  Care  Information  Network. 

Rush:  You  know,  it's  been  a  tough  time 
hospitals.  But  even  though  10  in  Chicago 
e  closed,  we're  doing  well.  Especially  with 
new  system. 

AT&T:  Now  that  your  information  barri- 
are  gone. 

Rush:  That's  right.  Before,  no  one  was 
Jy  linked  up.  Our  doctors  couldn't  access 
deal  data  and  pharmacology  on  the  same 
pjnal.  To  make  matters  worse,  some  depart- 
nts  were  actually  duplicating  data  entry 
AT&T:  But  now  many  of  your  depart- 
Qts  are  networked.  And  not  just  those 
3ughout  your  campus— but  all  over  the 
cago  area. 

Rush:  It's  easier  too,  since  it's  one  system 
V.  Our  ATStT  3B2  Computers  make  great 
servers  to  our  mainframes.  And  with  your 
!6  WGS  desktops  at  the  nursing  statioas, 
1  is  right  at  the  end  of  a  light  pen.  In  fact, 
residents  say  they're  saving  hours  in  run- 
und  time. 

AT&T:  Don't  forget  about  the  AT&T 
■LAN  and  StarGROUP  network  that  links 
ir  Compaq  and  IBM  PCs  with  the  AT&T 
jS  computers. 

Rush:  Sure.  Plus  the  AT&T  ISN  is  the  hean 


of  our  network.  It  links  an  IBM  3083  for 
accounting,  a  VAXcluster  for  lab  tests,  a 
Tandem  host  for  pharmacy  records,  and  ATc^T 
3B2's.  And  because  we 
move  around  so  much, 
the  ISN  and  AT&T 
SYSTIMAX  PDS  let  us 
plug  displays  or  PCs 
into  any  jack. 

AT&T:  So,  do  you 
think  another  solution 
would  have  had  the 
same  value? 

Rush:  Not  really 
There  are  viable  alter- 
natives out  there.  But 
AT&T  is  the  most  cost 
effective.  Other  ven- 
dors aren't  reallv-  one- 
stop- shops  either.  You 
helped  us  integrate  a 
very  complex  group 
of  systems,  trained  us, 
plus  you're  always 
there  for  us.  Now  and 
when  we  expand. 

AT&T:  What  about 
your  clinical  staff? 
Have  they  noticed  the 
change? 

Rush:  Without  a 
doubt.  Our  doctors  and 
nurses  can  now  spend 
much  more  time  with 
patients  since  they  have 
faster  access  to  information.  Bottom  line,  we 
feel  good  about  going  with  AT&T. 


The  Rush 
Computer  Solution 


THE  CHALLENGE: 


To  iielp  reduce  the  hospital's  operating 
costs  and  enhance  healthcare  quality;  To 
create  a  distributed  networked  comput- 
ing solution  that  eliminates  obstacles 
within  the  Medical  Center's  information 
system  and  connect  departments  on 
campus  and  throughout  the  greater 
Chicago  area, 

|^HES0Um0N~J 

An  AT&T  Integrated  Campus  Network  in 
which  an  AT&T  Information  Systems  Net- 
work and  AT&T  SYSTIMAX™  Premises 
Distribution  System  support  3,500  doc- 
tors, nurses  and  other  health  profession- 
als. AT&T  StarLAN  and  StarGROUP™  link 
PCs  from  other  manufacturers  to  AT&T. 
AT&T  3B2  Computers  act  as  file  servers  to 
mainframes.  AT&T  6386  WorkGroup  Sys- 
tems are  high-performance  desktop  com- 
puters within  the  hospital  and  are  file 
ser\  ers  for  StarLAN. 


THE  RESULTS: 


Doctors  and  nurses  have  patient  clinical 
information  on-line  for  instant  access,  so 
they  can  spend  more  time  with  their 
patients.  Costs  have  been  reduced.  And 
Rush  is  maintaining  its  national  reputatbn 
as  a  leading  healthcare  provider. 
Call  your  AT&T  Account  Executive,  AT&T 
Authorized  Value-Added  Reseller,  or  1 800 
247-1212,  Ext.  529. 

Your  Computing  Systems 
and  Networking 
Solutions  Company 
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OSIANDSNA: 

BIG  BLUE'S  GAME  PLAN 

Without  question,  the  predominant 
computer  networking  architecture  in 
the  world  today  is  IBM's  Systems  Net- 
work Architecture,  or  SNA.  IBM  has 
continually  refined  and  enhanced  SNA 
since  it  was  first  unveiled  in  1974,  and 
it  now  serves  as  the  comprehensive 
basis  for  networking  Big  Blue's  di- 
verse line  of  terminals,  PCs,  minicom- 
puters and  mainframes. 

The  most  significant  changes  to 
SNA  in  recent  years  have  been  in  re- 
sponse to  changing  communications 
and  computer  technology,  to  the 
changing  needs  and  networking  re- 
quirements of  IBM's  customers,  and 
also  to  external  influences  like  OSI. 

IBM's  strategy  for  accommodating 
OSI  meshes  with  its  recently  outlined 
game  plan  to  provide  customers  a  com- 
mon applications  software  and  user 
interface  across  key  low-end,  mid- 
range  and  mainframe  systems. 

Called  Systems  Applications  Archi- 
tecture, or  SAA,  customers  will  be  able 
to  retain  the  same  software  invest- 
ment, the  same  user  operating  inter- 
face, and  the  same  networking  capa- 
bilities as  they  migrate  from  platform  to 
platform. 

"The  OSI  protocols  are  SAA,"  says 
Erv  Wittman,  manager  of  communica- 
tions systems  at  IBM's  Palo  Alto  Pro- 
gramming Center.  He  explains  that 
customers  can  expect  OSI  networking 
to  be  an  integral  capability  within 
future  SAA  systems,  but  that  IBM  does 
not  intend  to  abandon  SNA. 

"We  position  OSI  as  a  technology 
and  product  for  connecting  dissimilar 
hardware,"  says  Wittman,  noting  that, 
fo;  rhe  foreseeable  future,  this  will  be 
ni^ndled  by  a  System/370  "gateway" 
sys?5m,  vvitich  will  be  able  to  "talk" 
fc-fh  Sm  mil  OSI. 

Oi7  ^  gafsway  machine,  I  will  have 
a  V  AiVI  ts<  talk  ?fi  OSI,  as  well  as  SNA, " 
he  sa/.s.  aiiriissg;  "Ideally,  customers 
can  expect  to  write  a  transaction-proc- 
essing program,  and  have  thr^t  operate 
in  either  an  SNA  or  OSI  environment 
transparently.  That  is  our  objective. " 


Bureau  of  Standards  (since  reorganized  and 
renamed  the  National  Institute  for  Standards 
and  Technology,  or  NIST)  began  some 
pioneering  research  into  OSI  protocol 
operation,  examining,  in  particular,  the 
potential  for  products  based  on  the  OSI 
specifications  to  interoperate, 

NIST  solicited  the  cooperation  and  par- 
ticipation of  U.S.  computer  and  computer- 
related  manufacturing  firms  who  were  al- 
ready building  prototype  implementations  of 
some  of  the  early  versions  of  the  OSI  piotocol 
specifications.  It  was  arranged  for  these 
vendors  to  conduct  interoperability  tests 
between  each  other,  and  with  NIST's  own 
early  implementations,  on  a  sort  of  round- 
robin  basis  This  test  configuration,  run  over 
a  packet-switching  network  set  up  expressly 
for  this  purpose,  became  known  as  OSInet, 
and  represented  one  of  the  first  test  beds  of 
OSI  protocol  testing 

Many  valuable  lessons  were  learned  from 
the  OSInet  experience.  Among  them,  how- 
ever, was  the  realization  that  OSI  developers 
faced  too  many  different  implementation  pos- 
sibilities and  alternatives,  this  due  to  the 
growing  array  of  OSI  specifications.  These 
had  to  be  narrowed,  and  agreement  between 
all  the  participants  had  to  first  be  reached  on 
particular  protocol  combinations,  or  stacks, 
that  would  be  implemented  and  tested  In 
addition,  where  a  number  of  options  were 
allowed  in  a  particular  specification,  they 
had  to  settle  on  which  would  be  implemented, 
and  which  would  not  The  resulting  stack 
specifications- called  the  OSI  Implementors 
Workshop  profiles-helped  enormously  to 
eliminate  the  confusion  and  wasted  effort 
that  would  otherwise  have  resulted. 

While  these  profiles  resulted  from  a  need 
to  winnow  the  many  different  possible 
protocol  combinations  and  implementation 
options  so  that  preliminary  interoperability 
testing  could  be  conducted,  the  concept  of 
defined,  unambiguous  OSI  stacks  made  a  lot 
of  sense.  And  some  proposed  that  certain 
stack  profiles  be  adopted  as  part  of  the  OSI 
standards.  The  result:  a  number  of 
Internationally  Standardized  Profiles,  or  ISPs, 
have  already  been  defined. 

Narrowing  the  field  of  possibilities 


through  specified  stack  profiles  makes  it 
likely  that  more  vendors  will  underta 
implement  OSI  Byfocusingand  limiting 
had  seemed  an  infinite  set  of  option 
investment  in  resources  and  time  nee 
build  OSI  products  has  been  drast| 
reduced. 

Users  benefit  from  this  as  well.  It  is 
now  that  there  will  be  dozens  of  comp 
OSI  products  to  choose  from  which  add 
particular  stack  environment  Otherwise, 
may  have  had  a  hard  time  finding  even 
two  vendors,  whose  products  just  hapi 
to  implement  the  particular  protocol 
they  wanted. 

Indeed,  now  that  there  are  complet 
specifications  for  all  seven  OSI  layers, 
set  of  product-implementation  guideli 
the  form  of  these  stack  profiles,  full 
layer  OSI  products  are  beginning  to 
And  many  more  are  on  the  way. 


Testing  ...  testing 

Adoption  of  particular  stack  profile 
helped  COS  focus  its  time,  energ 
resources  creating  the  method 
procedures  for  OSI  conformance  and  pr 
interoperability  testing. 

When  COS  first  assumed  its  t 
mission, itseemedatthetimethatCOS 
need  to  develop  the  extensive  t 
capabilities  required  by  itself-from  s 
Most  of  the  work  in  the  standards  com 
was  still  focused  on  wrapping 
specifications  needed  to  get  OSI  off  the  i: 
and   little   additional  effort  wasit 
expanded  on  how  to  test  OSI  pr(  ic  '"-"^'ISta 
compliance. 

But  this  has  changed.  Within  just  1 
few  years,  significant  work  within  t 
standards  committees  has  been  put 
testing  issue.  In  fact,  some  new  s 
have  even  been  added  to  the  standard 
discuss  test  methodologies  and  the  df  |r 
test  software.  For  certain  of  the  more 
OSI  specifications,  these  addenda  e 
elude  specific  test  cases.  These  are  si  vi 
scenarios  for  simulating  particular  pt  i'^^i-j^^ 
and  determining  if  a  product  under  st-a^, 
capable  of  responding  appropriately. 

But  just  as  the  protocol  specif' 
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HOW  ID  BRING  COMPUTER 
NTEGRAT10N 10  A  COMPANY 
HATWANISIOSTAYDIVIDED. 


INNING  aVNSWERS 


"Decentralization!"  "Autonomy!"  "Independence!"  became  the 
:tle  cr  ies.  And  businesses  quickly  turned  divisions  into  islands.  But  soon  it  was 
ar  that  things  had  swung  too  far  Enlightened  management,  realized  tliat  to  compete, 
lad  to  miite  the  office,  engineering  and  manufactui'ing  while  maintaining  each 

area's  independence. 

At  Allen-Bradley 
our  commimication 
networks  can  help  unite 
your  company  without 
( iisrupting  your  decen- 
tralized organization.  Or 
your  existing  computer 
systems.  Our  aim  is  to 
help  you  achieve- 
simultaneously— the 
benefits  of  independence 
and  integration. 

With  computer 
integration,  excess 
inventory  can  be  mini- 
mized, as  manufacturing 
builds  products  to 
match  incoming  orders, 
th  a  constant  flow  of  SQC  data,  engineering  can  continually  fine  tune  a  product 
the  process.  And  your  MRP  II  system  can  be  automatically  updated  with  resource 
lization  data. 

We've  networked  the  plant  floor,  but  our  leadership  in  communications  and  intel- 
3nt  control  devices  allows  us  to  go  beyond  the  factory  to  other  parts  of  your  business, 
ir  links  between  the  office,  engineering  and  manufacturing  help  deliver  the  right 
brmation  to  the  right  people  at  the  right  time. 

To  find  a  sii^e  par'tner  tlmt  recognizes  your  need  for  integration  and  independence, 
J  need  the  control  breadth  ar^d  communications  depth  of  AUen-Bradley  For  a  compre- 
nsive  brochure  on  how  AUen-Bradley  Communications  can  bring  your  company 
^ether,  write  or  call:  Allen-Bradley  PO.  Box  3064,  ^ 

dar Rapids,  lA  52406-3064, 1-800-223-5354  ext.  1604.  fiSO  ALLEN-BRADLEY 

^Jmm^      A  ROCKWELL  INTERNATIONAL  COMPANY 

i  Allen-Bradley  f 'omijany.  Inc. 
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themselves  are  still  being  defined,  and 
refined,  the  sections  on  product  testing 
provide  little  more  than  preliminary  guidance 
on  the  subject.  Indeed,  COS  decided  that, 
unless  a  viable  test  platform  were  put  into 
operation  and  tested  products  made  available 
to  the  public  soon,  business  and  marketplace 
realities  could  force  the  user  community  to 
abandon  Open  Systems  Interconnection, 
leaving  it  a  lofty  and  worthwhile-but 
unrealized-dream 

Besides  the  standards  work  on  testing,  a 
number  of  other  organizations  and  firms,  in 
the  U.S-  and  elsewhere,  had  begun  developing 
test  systems  and  software  designed  expressly 
for  OSI  protocol  validation  COS  undertook 
to  evaluate  these  other  test  systems  and 
development  projects,  which  invariably 
addressed  testing  of  specific-OSI-layer 
protocols,  or  else  select  protocol 
combinations 

Where  COS  determined  that  a  test 
platform  was  sound  and  the  best  that  was 
available,  COS  acquired  the  test  platform 
outright  (usually  by  licensing  the  software) 
and  added  it  to  its  own  extensive  testing 
repertoire  COS  has  so  far  bolstered  its 
testing  capabilities  this  way  through  test- 
software  acquisitions  from  SPAG  (Standards 
Promotion  and  Application  Group,  located  in 
Belgium),  the  National  Computing  Centre 
(NCC,  m  England),  Idacom  Electronics 
(Canada),  and  Vance  Systems  (Chantilly,Va.). 
And  where  COS  found  other  development 
programs  promising,  it  entered  into  joint- 
development  accords. 

"We're  not  in  the  business  of  re-inventing 
wheels  which  have  already  been  invented," 
notes  Ian  Davidson,  vice  president  of  engi- 
neering at  COS,  adding:  "We  want  to  im- 
prove the  breed  "  He  says  that  at  least  one 
major  m-house  development  project  was 
cancel  led  "because  it  had  already  been  done." 
COS  simiiarlv  acquired  the  rights  to  that 
package,  whicJi  tested  a  new  extension  to 
the  Internnt  Protocol,  an  OSI  Layer  3  (net- 
work-layo!'  prctocoL 

Before  long.  COS  had  as;;embled  enough 
test  components  to  begin  wheeling  in  OSI 
products  and  putting  them  through  their 
paces.  The  COS  Mark  program  inaugurated 
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As  the  number  of  protocol  specifications  being 
finalized  by  the  OSI  standards  committees 
proliferates,  choosing  from  among  them  might 
seem  to  be  an  increasingly  complex  and 
confusing  chore,  both  for  OSI  product  imple- 
mentors  —  and,  ultimately,  users. 

But  as  it  turns  out,  certain  combinations 
of  these  protocols  are  likely  to  be  found  to- 
gether. The  figure  shows  one  such  likely 
combination, 


transactions  (airline  reservations,  autom 
teller  transactions,  for  example).  TP  is 
pected  soon  to  reach  draft  information  ss 
dard  (D!S)  status  in  the  ISO,  and  be  final^ 
by  the  end  of  next  year.  iil-^^ 
Two  other  key  application-layer  prplP^ 
cols  under  development  include  Direct  % 
X.500,  and  Network  Management.  Direc|j. 
services  will  provide  a  standardized  "Ye 
Pages"  type 


ANATOMY  OF  A  PROTOCOL  STACK 


OEUVEflS  MESSAGES  TO, 
RECeVSS  MESSAGES  FROM, 
APPIICATIONS  SOfTOABE 


AHACHES  TO  NETWORK 
(IAN,  PHONE  LINE, 
RACKET  NETWORK) 


and  an  exami- 
nation of  Its 
components 
can  help  illus- 
trate how  and 
why  specific 
OS!  protocol 
stacks  are  as- 
sembled. (This 
particularstack 
is  a  popular 
one,whichCOS 
just  began  for- 
mallytestingfor 
the  award  of  the  COS  Mark.) 

The  application-layer  protocol,  in  this 
case  the  Message  Handling  System  (MHS)/ 
X.400  protocol,  is  selected  to  satisfy  the  par- 
ticular requirements  of  the  applications  that 
will  assess  it  (and  through  it,  the  OSI  net- 
work). MHS/X.400,  commonly  regarded  as 
an  electronic-mail  protocol,  is  not  limited  to 
just  electronic-mail  applications,  however. 

Overthe  nextfew years,  there  will  emerge 
perhaps  a  half-dozen  other  major  applica- 
tion-layer protocols  that  will  comprise  the 
OSI  repertoire  at  this  layer.  Two  others,  which 
have  already  been  finalized,  are:  the  File 
Transfer,  Access  and  Managementprotocol, 
or  FTAM;  and  the  Virtual  Terminal  Protocol, 
or  VTP.  FTAM,  as  the  name  implies,  is  ideal 
not  only  for  file-transfer  applications,  but  also 
for  the  transfer  of  graphical  files  (binary 
computer  files  that  carry  images,  rather  than 
text  or  numerical  information). 

VTP  is  designed  to  enable  a  diversity  of 
terminal  types  to  access  a  common  software 
application;  the  VTP  protocol  handles  the 
conversions  necessary  to  permitthis.  While 
completed,  there  have  been  few  "VTP  appli- 
cations" written  so  far  to  make  use  of  this 
protocol's  services.  That  is  likely  to  change, 
however,  as  OSI  proliferates  through  the 
industry. 

Several  other  key  application-layer  proto- 
cols are  at  various  stages  of  completion  in  the 
OSI  standards  process.  These  include  the 
Transaction  Protocol,  or  TP,  which  is  intended 
to  serve  real-time,  relatively  short-message 


Ml 


■fTHERNFT 


WHAT  PBOTOCOL 
PROVIDES 
C'.ECTF^ONC  MAIl  AND 


nouiiNa  otTWEtN  .iCTwoma 

TflANSMtSSlON  MTWGEN 
LOCAL  CevKSSTw  THIS  CASE 
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service  for  fu 
information 
works,  enab 
users  to  find 
information 
source  in 
world.  Netw 
Management 
permit  global 
networks  to 
managed,  di 
nosed,  and  re( 
figured  from  a  ( 
tral  control  sit 
For  OSI  implementors,  and  testers 
COS,  the  presentation  and  session-layer 
protocols  are,  forthe  most  part,  "bundlec 
with  the  application-layer  service.  Thep 
cols  atthese  layers  are  relatively  stable,| 
fixed.  They  must  be  there,  of  course,  and 
existence  and  operation  is  fully  exercisel 
COS'testing  apparatus,  but  their  options| 
implementation  is  straightforward.  The 
sion  and  presentation  protocols  are  lar| 
transparent  to  the  end  user  (or  the  end-u 
software). 

The  composition  of  protocols  that  rrj 
up  the  bottom  part  of  an  OSI  protocol  s' 
(from  the  Transport  Layer  on  down)  is  d 
mined  by  the  transmission  environmer 
network  facilities  to  be  used. 

The  Layers  1  through  4  protocols  sh  i 
in  the  figure  are  designed  for  operation  i|  >u. 
a  local  area  network  (LAN).  The  802.3  sm^y,^^ 
fication  IS  the  standardized  equivalent  ca 
"Ethernet"  type  of  LAN.  . 

Above  the  LAN  specification,  whichl  '^^^ 
tually  involves  four  discrete  protocol  spef  '";"^''fI13\^ 
cations  that  "cover"  OSI  Layers  1  and2,i 
Internet  Protocol,  or  IP,  at  Layer  3. 
protocol  is  designed  to  keep  track  of 
routed  between  LANs,  or  between  LANs 


Oil 

wide-area  networks.  And  on  top  of  IP  i5f;3edtoe_^ 
likely  to  be  the  most  Widely  used  in  the  L  ■'■  ^ 


it  is  a  "robust"  transport  protocol,  whici 
sures  end-to-end  data  integrity  on  its  c 
even  though  some  error  checking  is  apf 
at  lower  layers. 
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MTES  SMARTMODEM  1200,"  Perfect  for  the  home  office  or 
ou  have  to  bring  the  office  home. 

AYES  V-SERIES  SMARTMODEM  2400"  With  data  compres- 
hvers  4800  bps  ancl  beyond  with  error-control  over  dial-up 
;-to-PC  or  PC-to-Host. 


THE  HAYES  SMARTMODEM  2400."  Higher  speeds  for  business.  Plus 
the  ability  to  go  from  PC  to  any  synchronous  or  asynchronous  Host. 

THE  HAYES  V-SERIES  SMARTMODEM  9600."  Throughput  of  19.200 
bps  with  error-control.  PC-to-PC  PC-to-Host.  Or  PC-to-LAN  Over  dial- 
up  lines,  t  mSQ  Hav>-s  MiL[OiL'm|Hiter  Products  Inc 


10  ONE  MODEM  IS  RIGHT  FOR  EVERYBODY. 

UNLESS  IT'S  A  HASfES. 

At  Hayes  we  make  a  number  of  different  modems.  Stand-alone  and  internal.  No  one  is  right  for  everyone,  but 
?  is  right  for  you. 

Whether  your  communication  needs  are  PC-to-PC,  PC-to-Host,  or  PC-to-Network.  we  have  the  modem  that 
1  best  address  the  specific  tasks  you  need  completed. 

And  we  have  the  perfect  companion  software,  because  we  design 
)urselves.  Our  Smartcom  family  of  software  offers  a  full  range  of 
)abilities  that  will  satisfy  the  communication  needs  of  both  the 
wer  user  and  the  novice. 

We've  also  created  peripheral  and  enhancement  products   

signed  to  expand  your  system  and  improve  its  overall  performance. 

The  sum  of  these  products  is  a  company  that  provides  users  total  solutions  to  all  their  communication  prob- 
tis.  Using  ordinary  dial-up  phone  lines. 

So  while  it's  not  true  that  one  modem  is  right  for  everybody  it  may  very  well  be  true  that  one  modem 
iker  is. 
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your  nearest  Hayes  dealer  call  800-635-122S.  Hayes  Microcomputer  Products.  Inc..  PC.  Box  105203.  Atlanta.  GA  30348. 
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AN  OSI  TESTING  TOOL  KIT? 

Since  the  higher-layer  OSI  proto- 
cols are  still  being  refined  to  some 
degree,  the  procedures  for  testing  at 
these  layers  are  likewise  still  under 
development.  But  that  doesn't  stop 
comprehensive  product  testing  from 
being  accomplished  at  the  lower 
layers,  which  are  more  solid  and  stable. 

"The  depth  of  coverage  for  testing 
the  higher  [OSI]  layers  is  still  inade- 
quate," says  William  B.  Davis,  execu- 
tive vice  president  of  research  and 
development  with  IDACOM  Electronics 
Ltd.  (Edmonton,  Alberta,  Canada), 
which  makes  testers  that  enable 
network  analysts,  as  well  as  product 
developers,  to  check  products' 
handling  of  certain  protocols. 

IDACOM's  focus  to  date  has  been 
testers  for  measuring  X.25  packet- 
switching  networks,  and  products' 
conformance  with  that  standard.  In 
fact,  the  tools  that  COS  uses  for  testing 
X.25,  and  which  it  licenses  to  the 
European  test  center,  SPAG,  were 
supplied  by  IDACOM. 

"We're  doing  a  lot  now  at  the  upper 
layers,  too,"  notes  Davis,  "and  also 
with  LANs."  IDACOM  expects  to 
deliver  its  first  testers  for  OSI's  higher- 
level  protocols  next  year.  These 
would  be  used  mainly  by  OSI  product 
developers,  so  that  they  can  check  a 
product's  compliance  and  confor- 
mance through  the  development  cycle, 
and  before  final  products  are  submit- 
ted to  COS  for  formal  "COS  Mark" 
testing.  Davis  points  out  that  the  so- 
phistication of  testers  for  OSI  protocols 
■•i  still  very  limited,  in  large  part 
because  there  have  been  relatively 
f!^//  test  "suites "  written  for  the  OSI 
s-^r.tKcols  so  far.  Compared  to  testing 
packet-switching  products,  the 
(TMiich  gre'l'er  fiumber  of  features  that 
are  hmi^  ioto  OSI  products  makes 
buj!i^i!sy      testers  "'an  order  of 
magnitJiik  more  complex,"  says  Davis. 
He  notes  however,  that  the  emphasis 
being  placed  on  OSI  product  testing 
around  the  world  is  rapidly  generating 
a  growing  number  of  test  routines. 
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in  April  applied  what  most  considered  the 
best  available  test  platform  for  measuring  a 
product's  conformance  with  the  OSI 
specifications  Even  so,  the  first  products 
awarded  the  COS  Mark  were  not  full  seven- 
layer  OSI  implementations.  Rather,  these 
were  board-level  or  software  components 
that  accomplished  the  OSI  communications 
processing  over  various  levels  up  through  the 
transport  layer  (Layer  4) 

The  COS-Mark  program  has  since  been 
advanced  to  include  the  testing  of  full  seven- 
layer  OSI  products,  however,  starting  with 
stacks  based  on  the  MHS/X,400  application- 
layer  standard.  This  COS  Mark  capability 
currently  tests  MHS  products  operating  over 
a  local  area  network  (LAN)  environment 
(notably  802  4  factory  and  manufacturing 
LANs,  and  802,3  Ethernet-type  LANs) 

COS  IS  also  preparing  to  soon  begin 
"Mark"  testing  for  seven-layer  OSI  products 
that  run  the  MHS  "electronic-mail"  standard 
over  wide-area  networks  (which  are  based 
on  the  X,25  packet-switching  standard). 
Figure  1  shows  the  current  and  anticipated 
availability  of  COS  Mark  testing  for  the 
different  OSI  protocol  stacks 

The  "COS  Markability"  of  products  based 
on  different  protocol  stacks  is  cumulative, 
and  the  COS  test-base  capability  is  growing 
rapidly.  This  means  that,  while  product  test- 
ing currently  addresses  MHS-based  prod- 


WHi 

ucts  that  operate  over  LANs,  the  additio' 
the  X,25  testing  capability  will  permit  0 
Marking  of  MHS-based  products  over 
local  and  wide-area  networks,  (See  pa 
"What  the  COS  Mark  means"). 

Sometime  in  the  spring-barely  a 
after  the  COS  Mark  program  began-COS 
also  add  the  capability  to  test  products  be 
on  the  File  Transfer,  Access  and  Man;  sifsisSews, 
ment(FTAM)application-layerstandard.  t*^*^'^"^'* 
since  lower-layer  protocol  testing  has 
ready  been  put  in  place  for  MHS  prodi 
COS  will  be  able  to  immediately  begin  C 
Marking  FTAM-based  products  that  ope  Hsrlpfopji. 
over  either  local  or  wide-area  network  e 
ronments.  (The  layered  approach  desic 
into  OSI  communications  will  have  becoi 
practical  reality  by  that  time:  Vendors 
simply  replace  the  application-layer  po 
of  their  MHS  products  with  FTAM  to  yi 
whole  new  product  line. 
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Testing  OSI  products 

The  complexities  of  modern  com[ 
software  make  the  testing  of  produc 
insure  compliance  with  a  stack  of  stanc 
a  monumental  undertaking  Whatthete 
do,  in  general,  is  to  provide  stimuli  to  a 
product-send  messages  to  it  for  proces 
and  conduct  dialogs  with  it,  as  might  oci 
a  real  networking  environment-and  the 
if  the  product  responds  appropriate! 


iiiiict  liss  Slice 
iiilstactaril^ss. 


'■'''EreisJijfi 
WiWe  81,31 0 

jtiJuseciftei 
'''onaii'anat^Ki 

iCOS-.Vjfifdt 

s«i!iip,e,! , 


FIGURE  1:  AVAILABILITY  OF  COS-MARKED 
OSI  PRODUCTS 
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WHAT  THE  COS  IVI/VRK  IVIEAIMS 


The  COS  Mark  is  not  just  a  logo. 
It  represents  that  a  contract 
exists  between  COS  and  the 
vendor  of  the  COS-Marked 
product.  This  contract  pro- 
n essence, thatCOS-Marked  products 
her  work  together  in  the  customer's 
twork,  or  else  the  vendor  (or  vendors), 
e  help  of  the  COS  Mark  Interoperabil- 
lysis  Service,  will  find  out  why  —  and 
ike  them  work. 

It's  a  first  of  its  kind  program  m  North 
;a,  and  the  only  program  anywhere 
strong  after-sale  user  commitment" 
Vince  Bonzagni,  administrator  of  the 
lark  program.  COS  licenses  use  of  the 
to  vendors,  who  then  put  it  on  their 
;ts.  There  are  already  several  COS- 
d  OSI  products  in  the  marketplace.  And 
mber  is  expected  to  skyrocket  over  the 
iw  years. 

pearance  of  the  COS  Mark  means  that 
oduct  has  successfully  passed  all  of 
)SI  conformance  tests  for  a  particular 
ol  stack  and  has  otherwise  met  COS  re- 
lents. 

e  goal,  of  course,  is  to  assure  custom- 
3t  there  is  the  highest  level  of  confi- 
possible  that  COS-Marked  products 
ork  together  in  customers'  OSI  net- 
.  Because  of  the  astronomical  number 
rational  variations,  however  (see  the 
rticle  on  OSI  product  testing),  interop- 
ty  is  not  guaranteed.  But  COS  is  confi- 
1  the  validity  of  its  test  procedures,  and 
iins  that  "it  will  be  an  unusual  situation 
two  COS-Marked  products  do  not  work 
er." 

For  example,  if  a  product  functions  at 
-level  OSI  layers  (as  might  be  the  case 
;omputer  software  products),  then  it 
)e  used  over  COS-Marked  lower-layer 
cts  in  order  to  receive  the  COS  Mark, 
ut  what  happens  if  the  customer  plugs 
]S-Marked  products  together  and  there 
oblems?That's  where  COS'  Interopera- 
^nalysis  Service,  established  expressly 
s  contingency,  comes  into  play.  What 
ins  is  this: 

■  a  customer  runs  into  a  problem,  he  or 
rst  notifies  the  vendor  of  the  product 
ed  (or  vendors,  if  the  problem  can  be 
sdto  a  particularproduct combination), 
jndorsthen  have  a  reasonable  opportu- 
I  diagnose  the  problem  and  fix  it. 
f  a  prompt  resolution  is  not  reached,  or 
ger-pointing"  results,  either  the  ven- 
or  the  customer,  may  file  a  Request  for 


Interoperability  Analysis  Service  with  COS. 
(A  standard  form  is  used,  in  which  the  prob- 
lem and  the  problem  environment  is  briefly 
described.) 

COS  will  then  reexamine  the  products' 
test  results  and  records,  running  more  tests  if 
necessary,  and  reach  a  determination.  It 
then  issues  an  "interoperability  analysis  opin- 
ion" as  to  the  cause  of  the  problem. 

The  interoperability  analysis  could  take  a 
few  hours,  or  several  days,  depending  on  the 
nature  and  scope  of  the  problem.  Vendors,  by 
virtue  of  their  participation  in  the  COS  Mark 
program,  are  then  committed  to  making  any 
corrections  or  revisions  as  needed. 

COS  Mark  testing  currently  uses  version 
2.0  of  COS'  Integrated  Test  Set  (ITS),  a  com- 
prehensive test  package  with  many  software 
"modules"  for  the  different  OSI  protocols  and 
test  cases  for  examining  a  product's  confor- 
mance for  OSI  Layers  4through  7.  Products 
and  services  for  Layers  1  through  7  are  also 
available  from  COS. 

Since  subsequent  ITS  versions  will  in- 
corporate the  most  recent  additions  and 
enhancements,  as  well  as  support  for  the 
latest  protocols  and  protocol  suites,  Bonzagni 
advises  that  users  check  to  make  sure  that 
the  COS  Mark  awarded  is  based  on  testing 
with  the  latest  ITS  version. 

COS  expects  in  time  to  establish  a  num- 
ber of  independently  owned  and  operated 
"accredited  test  centers"  which  will  likewise 
be  able  to  test  OSI  products'  conformance. 
COS  would  license  its  test  software  to  these 
centers,  and  then  accredit  them  after  insur- 
ing that  proper  procedures  and  methodology 
are  followed,  according  to  Rod  Sandel,  vice 
president  of  sales  and  marketing  at  COS. 

COS  currently  offers  vendors  a  flat-rate 
package  for  product  testing  associated  with 
award  of  the  COS  Mark  and  participation  in 
the  program.  For  vendors  who  are  COS 
members,  a  fee  of  $25,000  entitles  vendors  to 
test  and  receive  the  COS  Mark  for  up  to  25 
products  over  a  three-year  period.  For  non- 
members  the  fee  isS5G,000.  (There  are  addi- 
tional per-diem  charges  associated  with  use 
of  the  test  lab  and  technical  support  person- 
nel who  may  be  required.) 

The  costs  associated  with  award  of  the 
COS  Mark,  when  viewed  in  the  context  of 
typical  product  development  and  marketing 
expenses,  likely  make  it  a  bargain.  "It  may 
cost  $1  to  fix  a  product  when  a  problem  is 
caught  in  development,"  says  Sandel,  add- 
ing; "But  if  the  problem  is  not  caught  until 
o^er  shipment,  it'll  cost  $10  to  fix." 


WHO'S  WHO,  WHAT'S  WHAT 

The  following  glossary,  of  key  terms  and 
acronyms  associated  with  computer 
networking  standards  and  COS-Mark 
testing,  is  provided  to  highlight  the  major 
players  and  activities. 

ccin 

A  French  acronym  for  the  International 
Telegraph  and  Telephone  Consultative 
Committee,  This  international  standards 
organization  is  comprised  of  telecommunica- 
tion (i.e  ,  telephone)  authorities  of  member 
countries .  It  is  concerned  primarily  with  the 
development  and  production  of  standards 
concerning  public  telecommunication 
networks.  CCITT  recommendations  often 
correspond  to  ISO  standards,  they 
increasingly  are  being  defined  within  the 
OSI  Reference  Model. 

CONFORMANCE  TESTING 

Conformance  testing  encompasses  the 
entire  range  of  activities  and  procedures 
needed  to  assess  system  and  implementa- 
tion conformance  to  appropriate  COS  speci- 
fications and  international  standards, 

COS 

The  Corporation  for  Open  Systems 
International  (COS)  was  founded  by 
information  technology  vendors  and  users  in 
1986  COS'  long-term  goal  is  to  provide  an 
international  vehicle  for  the  acceleration 
and  of  the  introduction  of  interoperable, 
multivendor  products  and  services  operating 
under  agreed-to  OSI,  ISDN  and  related 
international  standards. 

COS  MARK 

The  COS  Mark  is  a  registered  certification 
mark  which  indicates  that  products  bearing 
It  have  met  COS  requirements,  including 
having  passed  a  series  of  COS  tests 
demonstrating  conformance  to  COS  Stack 
Specification,  and  consequently,  represents 
an  increased  likelihood  of  interoperation 
with  other  COS  Marked  products  implement- 
ing the  same  version  of  a  COS  Stack 
Specification.  The  COS  Mark  also  denotes 
vendor  commitment  to  resolve  any  interop- 
erabilty  problems  occurring  between  COS 
Marked  products. 

INTERNET  PROTOCOL 

A  network  protocol  that  provides  routing  and 
relaying  at  the  network  layer  between 
multiple  sub-networks 

INTEROPERABILITY 

Property  expected  of  conformant  implemen- 
tations communicating  according  to 
applicable  OSI  protocols. 

ISO 

ISO  IS  the  International  Organization  for 
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as  been  with  UNIX*  operating  systems  from  the 
ig.  Asa  charter  sponsor  of  X-Open  and  an  active 
3nt  in  OSF,  we're  proud  to  introduce  a  brand  new 
NIX  multi-user  systems  to  our  portfolio  of  proven 
lutions. 

he  Bull  DPX/2  is  ready  to  take  UNIX  operating  sys- 
0  the  future  starting  with  the  applications  of  today, 
g  ORACLE,  WordPerfect,  Uniplex  and  INFORMIX. 
Dur  existing  GCOS  6  customers  can  tap  the 


enormous  advantages  of  the  new  open  systems  technol- 
ogy with  our  new  peer  processor  It  can  open  you  up  to 
UNIX  systems  solutions. 

Either  way,  you'll  find  the  networking  expertise  and  the 
worldwide  product  service  and  resources  of  a  $5  billion 
global  giant  behind  you  from  the  beginning. 

Know  Bull. 

For  a  copy  of  "The  Bull  DPX/2  Systems,  Reflecting  the 
Needs  of  Today's  Business,"  call  1-800-233-BULL,  x  130. 


Worldwide 
Information 


Systems 
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COMPUTER  TO  COMPUTER, 
ROBOT  TO  ROBOT 

Another  side  to  computer  network- 
ing, which  the  general  business 
community  seldom  sees,  is  that  used 
in  manufacturing  and  factory  automa- 
tion environments.  But  here  as  well, 
the  standardization  spawned  by  OSI 
is  helping  to  reduce  costs  through  the 
interconnectivity  of  otherwise  incom- 
patible factory-floor  devices. 

"The  messages  that  are  sent  be- 
tween factory-floor  devices  are 
typically  much  smaller  than  busi- 
ness-type electronic  document  and 
file  transfers,"  says  William  S.  Wood, 
manager  of  commercial  marketing  in 
the  communications  division  of 
Allen-Bradley  (Ann  Arbor,  Mich.). 

In  the  factory  environment,  a  set  of 
standardized  protocols  is  used  that  is 
slightly  different  from  the  other  OSI 
protocols.  This  set  is  collectively 
referred  to  as  the  Manufacturing 
Automation  Protocol,  or  MAP. 

The  MAP  specifications,  accord- 
ing to  Wood,  are  comprised  of  a  "sub- 
set," a  select  collection,  of  the 
overall  OSI  protocol  repertoire.  "A 
MAP  network  is  an  OSI  network,  but 
an  OSI  network  is  not  necessarily  a 
MAP  network,"  he  explains. 

At  the  lower  layers  of  a  MAP  net- 
work, for  example,  is  an  802.4  Token 
Bus,  a  local  area  network  type  that  is 
slightly  different  from  the  Token  Ring 
(802.5)  and  Ethernet-type  (802.3)  LANs 
that  are  more  commonly  employed  in 
business  computer  networks.  At  the 
top  of  the  MAP  protocol  stack  is  a 
specialized  application-layer 
protocol  called  the  Manufacturing 
iV*3ssage  Service,  or  MMS. 
f*!!er<  Bradley  is  committed  to 
and  indeed  counts  General  Mo- 
iid  Kodak  among  the  major  cus- 
fsf  its  ?V!AP  network  products. 
!>.  "-..hi  modular  structure  of  OSI 
:s  isJif-ri-Bjadley  to  swap  out 
uiar  tayors.  and  plug  in  others 
rviang  the  many  OSI  choices, 
slonisr  requires  an  8>i2.3 
Ethersjet-type  S.A!^  instead  of  the  802.4 
Token  Bus  MAP  LAM,"  he  says,  "then 
we  are  going  to  do  802.3." 


pernii 
parr- 
froRi 
"If  a 


specified  m  the  standards. 

Most  of  the  these  stimuli  messages,  and 
the  appropriate  responses,  are  spelled  out  in 
the  standards  in  what  are  called  state  tables. 
These  are  diagrams  of  logical  operations, 
where,  based  on  a  certain  input  (from  the 
tester),  a  specific  output  is  expected  (from 
the  product  under  test).  That  may  sound 
simple  enough,  but  it  is  not  always  a  clear- 
cut,  one-to-one  exchange.  There  are  usually 
a  number  of  possible  states  (responses  to  a 
particular  input)  because  of  the  many  different 
contingencies  that  can  occur  m  today's 
intricate  network  operations.  As  a  result,  the 
numberof  possible  permutations  in  any  given 
interaction  grows  geometrically 

And  as  the  number  of  possibilities  for  a 
particular  protocol  specification  is  multiplied 


^1 


by  the  many  different  specifications  that  r 
up  an  OSI  protocol  stack,  the  number  o 
ferent  possible  states-all  the  differenttl 
that  could  happen  m  a  real-life  OSI  net 
environment-  grows  astronomically 

To  illustrate,  consider  spoken  langi 
If  one's  vocabulary  were  limited  to,  say 
words,  there  would  be  relatively  few  d 
ent  sentence  combinations  that  coul 
made.  If  the  vocabulary  were  expand 
ten  words,  however,  the  possible  diffi 
sentence  combinations  would  grow  tre 
dously.  And  of  course,  with  the  thousar 
words  that  comprise  most  people's  vo(  ti'M 
lary,  the  number  of  different  sentence: 
one  can  utter  is  nearly  infinite. 

With  OSI  product  testing,  the  numt 
different  possibilities,  or  states,  is  not  in 


OSI  TEST  HARIVIOIMIZATIOIM: 
CAN  THE  WORLD  SIIMG  ALONG  TOGETHE 
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Protocol  specifications  for  all  seven  layers 
of  the  OSI  model  have  been  finalized,  and  OSI 
products  are  appearing  in  the  marketplace. 
But  there  remains  a  key  issue  which  could 
slow  the  worldwide  deployment  of  OSI  pro- 
ducts. That  is  harmonization  — agreement 
between  OSI  testing  organizations  on  a  sin- 
gular testing  methodology  and  test  platform. 

"The  starting  point  [for  harmonization]  is 
on  the  regional  basis,"  says  Ian  Davidson, 
COS  vice  president  for  engineering.  Indeed, 
the  major  players  in  OSI  testing  in  North 
America  are  reportedly  nea ring  an  agreement 
that  would  establish  mutual  recognition  and 
acceptance  of  each  other's  test  methods. 
The  North  American  Harmonization  Workshop 
includes  the  MAP/TOP  Users  Group,  the 
National  Institute  for  Standards  and 
Technology  (NIST),  the  Canadian  Standards 
Association  (CSA),  and  COS.  A  draft 
agreement  on  harmonized  test  procedures  is 
due  out  by  the  end  of  this  year. 

The  U.S.  government's  NIST  is  more  than 
a  casual  observer  in  the  OSI  product-testing 
arena.  In  order  to  increase  competition  in  the 
government's  procurement  of  computers, 
computer  networks  and  information  systems, 
the  government  decided  last  year  to  require 
OSI  support  and  compliance  for  all  systems 
bid  to  the  government  after  August  15,  1990. 
And  the  government  agency  responsible  for 
devising  the  test  methodology  is  NIST. 

"NIST  hasn't  yet  finalized  its  conformance 
testing  requirements,"  says  Warren  P. 


Hawryiko,  director  of  the  Def 
Communications  Engineering  Center,  acl  f>';3s 
"and  we  at  the  Defense  Departmentwi 
on  whatever  [product-test]  procedures 
putsin  place."  Hawryiko  says  that  COS 
the  COS  Mark  program  "will  play  a  part 
[government's]  procurement  procedun 
whatthatrolewill  be  hasn't  yet  been  defi 

Will  COS,  along  with  NIST,  CSA,  andc 
around  the  world  eventually  settle 
common  OSI  product-testing  framev 
"We're  working  at  it,"  says  Jerry 
manager  of  automated  protocol  methc^-' 
NIST's  National  Computer  Systems 
"We  at  NIST  have  been  meeting  with 
and  MAP/TOP.  We're  certainly  hopefu 

But  even  with  North  America  larg  _ 
accord  on  OSI  testing,  many  vendor 
shudder  to  think  of  having  to  obtain  sef 
product  certifications  for  selling  their  \ 
in  Europe  and  the  Far  East. 

There  have  already  beer  somi 
agreements  reached  between  COS  a 
European  counterpart,  SPAG  (the  Stan 
Promotion  and  Application  Group,  ba 
Belgium). 

COS  IS  also  actively  engaged  in 
with  Its  counterparts  in  the  Far 
particularly  the  Promoting  Confereni 
Open  Systems  Interconnection  (POSI 
based  on  the  progress  so  far,  no  ( 
predicting  a  definitive  harmonization  a 
between  North  American  and  Japane 
organizations  in  the  near  future. 
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it  is  still  a  very  large  number.  According 
izabeth  Schrock,  technical  support 
iger  in  COS'  testing  labs,  there  are  nearly 
f-million  possible  different  states  that 
l\  product  needs  to  support  in  handling 
TAM  file-transfer  protocol  alone 
dividually  testing  every  conceivable 
for  multiple  protocol  specifications  is  a 
ical  impossibility.  It  is  also  largely  un- 
ssary,  since  most  normal.OSI  operations 
t  involve  only  a  small  fraction  of  them 
:  happens  instead  is  that  test  cases 
vare  modules  that  simulate  practical 
perations  and  interactions)  are  devised 
jn  against  the  OSI  product  being  tested, 
test  case  executes  a  script  of  actions, 
designed  to  accomplish  multiple  test 
)ses.  And  each  test  purpose  causes  the 
jci  under  test  to  move  sequentially 
gh  a  number  of  different  logical  states, 
lere  is  also  then  a  trade-off  between  the 
)er  of  test  cases  to  run,  and  the  time  and 
irces  involved  "Our  FTAM  tester  has 
)  test  cases,"  says  Schrock,  adding:  "It 
1  two  solid  weeks  to  run."  She  explains 
two  weeks  to  test  one  product's 
rmance  for  just  one  protocol  (COS  runs 
TAM  testing  on  a  Unix-based  Sun 
Dsystems  computer)  is  too  much,  and 
jbly  IS  overkill. 

Even  a  single  test  case  can  establish  a 
lentary  level  of  confidence  in  the  con- 
ance  of  a  product,"  Schrock  says,  "But 
one  added  to  it  increases  that  level  of 
dence  and  the  likelihood  of  interopera- 
with  other  conformant  products."  COS' 
for  FTAM  testing,  she  adds,  is  to  reduce 
est  time  to  perhaps  two  or  three  days, 
h  would  involve  carefully  paring  down 
lumber  of  test  cases  used  to  "perhaps 

s  some  of  the  OSI  protocol  specifications 
nuch  less  complex  than  others,  fewer 
:ases  are  needed  to  yield  a  high  level  of 
dence  that  the  product  does  indeed 
)rm  to  spec  About  220  test  cases  are 
I,  for  example,  to  test  a  product's 
Drmance  with  the  Class  4  transport 
)col  (TP-4),  and  about  350  to  400  for 
I. 

Two  products  can  be  conformant,  yet  not 


interoperate,"  points  out  Schrock.  This  is  due 
to  the  way  standards  are  developed  today, 
she  says.  "When  there  are  disagreements, 
what  the  standards  groups  adopt  may  end  up 
being  too  broad."  This  means  that,  during  the 
testing  of  certain  OSI  specifications,  COS 
may  discover  that  some  additional  elabora- 
tion within  the  standard  is  needed. 

"What  we  do  is  add  verbiage  to  the 
implementor's  agreement,"  says  Schrock, 
explaining  that  COS'  testing  is  designed  to 
handle  products  built  to  the  standard  profiles 
that  now  exist  And  when  clarification  of  the 
standard  is  required  so  that  vendors 
undergoing  COS  conformance  testing  can 
resolve  the  problem,  "We  define  our  own  to 
spell  out  precise  details  and  narrow  down 
options" 

COS  emphasizes  that  its  business  is  not  to 
make  standards,  but  rather  to  make  sure  new 
products  comply  with  the  standards  that  are 
already  out  there  When  deficiencies  are 
found,  however,  COS  documents  these  and 
notifies  both  the  appropriate  standards 
committees,  and  other  organizations  involved 
m  testing  (such  as  NiST)  of  its  proposed 
resolution.  Changes  or  additions  to  the 
standards  themselves  are  first  studied  by 
committees  set  up  expressly  for  this  purpose 
and,  after  thorough  examination  and 
verification,  are  eventually  made  to  the 
standard  The  procedure  is  designed  to 
manage  and  control  the  influx  of  identified 
glitches,  oversights  and  errors  that  come  in 
from  COS  and  others.  This  formal  updating 
procedure  is  time-consuming,  however,  and 
can  take  a  year  or  longer. 

Because  of  all  the  variables,  no  one  can 
ever  guarantee  with  100  percent  surety  that 
two  tested  OSI  products  will  always  work 
together  To  verify  the  quality  of  its 
conformance  testing,  COS  hosts  an 
interoperability  laboratory  (l-Lab),  which 
enables  OSI  products  to  be  tested  against 
each  other  in  a  simulated  real-world 
environment. 

"Sometimes  you  don't  find  holes  until 
afterconformance  testing,"  says  David  Grieve, 
manager  of  COS'  interoperability  lab,  "and 
sometimes  you  don't  find  them  even  after  in- 
teroperability testing."  Unlike  with  confor- 
ms- 


Standardization,  headquartered  in  Geneva, 
Switzerland.  ISO  coordinates  the  develop- 
ment of  global,  industry-wide  standards  for 
networking. 

LAN 

A  local  area  network;  an  information 
networking  arrangement  characterized  by 
high  transmission  rates  (millions  of  bits  per 
second)  and  short  distances  (usually  within 
an  organization's  building  or  campus)  Three 
LAN  varieties  have  been  defined  in 
international  standards;  an  Ethernet-type 

(802.3)  ,  token  ring  (802.5):  and  token  bus 

(802.4)  . 

LICENSE  RECORD  (COS  MARK) 

A  document  always  associated  with  a  COS 
Marked  Product.  The  License  Record 
includes  such  technical  information  as  the 
stack  designation,  the  product  configuration 
and  designations,  and  the  testing  environ- 
ment This  information  should  permit  users 
to  determine  whether  the  accompanying 
product  IS  compatible  with  other  COS 
Marked  products 

OSI 

Open  Systems  Interconnection,  a  term  also 
used  to  indicate  adherence  to  applicable  ISO 
standards 

PRODUCT 

In  the  context  of  the  COS  Mark  Program,  a 
product  incorporates  an  implementation  of  a 
COS  Stack  and  is  available  in  the  market- 
place 

PROTOCOL 

In  computer  networking,  a  defined  set  of 
formats,  messages  and  responses  for  the 
exchange  of  binary  information  between 
systems 

STACK 

A  stack  IS  a  set  of  OSI  protocols  with 
defined  options  starting  at  Layer  1  and  going 
up  through  Layer  7  In  the  COS  Mark 
Program,  OSI  protocols  refer  to  standards 
that  are  supported  by  COS,  i.e.,  defined  in 
the  COS  Stack  Specifications  A  stack 
serves  as  the  common  point  of  reference  for 
the  vendor,  the  user  and  the  stack  test 
system  developer 

TEST  SYSTEM 

A  system  designed  to  do  conformance 
testing  of  one  or  more  OSI  protocols 

USER 

The  customer  of  a  COS  marked  product  or 
sen/ice  that  has  been  purchased  or  licensed 
from  a  Licensed  Vendor 

VENDOR 

The  organization  responsible  for  a  product 
which  has  been  licensed  or  is  being 
developed  for  COS  Mark  licensing. 


mance  testing,  where  productsare  set  against 
test  cases  to  measure  compliance  with  the 
standards,  OSI  products  undergo  interopera- 
bility testing  directly  with  other  vendors'  OSI 
products.  Typically,  one  will  assume  an  "ini- 
tiator" role,  and  conduct  test  "scenarios" 
with  the  other,  which  assumes  a  "responder" 
role.  Then  the  roles  are  reversed  and  the 
operations  repeated. 

According  to  Grieve,  many  of  the  tests 
used  in  COS'  l-Lab  were  originally  developed 
as  a  result  of  the  OSInet  program  conducted 
by  NIST  He  adds  that  the  ones  used  by  COS 
are  part  of  a  broad  set  of  "harmonized" 
interoperability  test  scenarios  that  are  also 
used  by  most  other  OSI  testing  activities 
around  the  world  (including  NIST's  OSInet, 
and  testing  organizations  in  Europe,  Japan, 
Canada  and  Australia) 

Another  technique  used  in  the 
interoperability  testing  process  is  to  test  the 
OSI  product  with  what  is  called  a  "reference 
implementation"  This  is  an  implementation 
that  meets  all  of  the  requirements  of  the 
protocol(s)  in  question  and  has  successfully 
passed  all  conformance  tests  The  reference 
implementation  is  intended  to  provide  a 
common  denominator  with  which  all  other 
products  will  try  to  interoperate. 

COS  and  NIST  have  been  working  together 
to  determine  the  viability  of  this  technique 
using  the  NIST-developed  reference 
implementation  of  the  file-transfer  protocol, 
FTAM  By  running  the  COS  conformance 
tests  against  both  NIST's  FTAM  reference 


implementation  and  other  product 
implementations,  and  then  testing  the 
interoperability  between  these  products  and 
the  reference  implementation  (and  against 
each  other),  valuable  data  has  been  obtained 
concerning  the  interoperability  process. 

Even  though  interoperability  testing  has 
achieved  a  degree  of  universality,  the  issue 
of  harmonization  between  conformance  test 
methodologies  and  test  platforms  around  the 
world  remains  a  major  unsettled  one  at  the 
present  time.  Intensive  negotiations  are 
ongoing  between  the  major  global  players, 
however,  and  this  may  soon  produce  tangible 
results.  Harmonization  could  ultimately  lead 
to  uniform,  and  ubiquitous,  international  OSI 
product  testing  (See  panel:  "OSI  test 
harmonization:  Can  the  world  sing  along 
together'?") 

According  to  Grieve,  COS  interoperability 
testing  between  two  vendors'  product  takes 
about  a  day  "if  all  goes  well."  There  are 
about  70  to  80  different  test  scenarios, 
depending  on  which  stack  profiles  are  being 
run  (there  are  currently  70  for  MHS-based 
products)  Running  a  scenario  can  take  from 
five  minutes  to  perhaps  a  half  hour  (that's  a 
worst  case,  says  Grieve,  if  it  involves,  say,  a 
very  long  file  transfer  being  sent  under  FTAM). 

But  what's  the  likelihood  that  two  products 
that  have  successfully  passed  COS 
conformance  testing  will  also  then  pass 
interoperability  testing'?  That  depends,  says 
Grieve.  "If  both  products  have  been  COS 
Marked,  I'd  say  they'll  pass  90  percent  of  the 


FIGURE  2:  AVAILABILITY  OF  COS-MARKED  TESTING 
FOB  PIFFERENT  OSI  PROTOCOL  STACKS 
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interoperability  tests  the  first  time  out,' 
says,  adding:  "and  I  would  not  be  surprisi 
they  passed  all  of  them." 

When  the  COS  Mark  program  starte 
April,  vendors'  products  generally  woulc 
passall  the  interoperability  test  scenario 
the  first  try,  says  Grieve,  and  some  pro 
refinements  were  inevitably  required, 
has  changed,  though,  as  many  comi 
implementation  problems  have  b  r 
discovered  and  ironed  out.  To  date,  var 
products  have  been  interconnected  in 
1 00  different  combinationsfor  interoperat 
testing,  COS  reports  (see  Figure  2). 

Vendors  who  do  establish  ungual 
interoperability  with  other  vendors  are  I 
to  highlight  those  achievements  m  thei 
product  marketing  materials.  (Users  m; 
advised  to  ask  for  details  if  they  don't  se 

As  the  number  of  OSI  products  prolifen 
however,  it  will  no  longer  be  possibli 
every  vendor  to  test  for  interoperability 
every  other  vendor's  product  supportmt 
same  protocol  stack.  There  will  likely  b( 
many  different  possible  test  combinatio 
that  time.  What  users  may  want  to  do 
IS  insure  that  interoperability  has  I 
established  with,  say,  a  half-dozen  c 
other  prominent  OSI  product  vendors 
should  provide  an  adequate  leve 
interoperability  assurance. 

Users  should  keep  in  mind,  too,  that  v 
OSI  istrulyoff  and  running,  ithasonlyjus 
the  starting  gate.  And  just  as  "holes 
OSI  specifications  will  continue  to  be  fc 
and  filled  (though  fewer  and  fewer  as 
goes  on),  testing  procedures  and  pre 
implementations  will  continue  to  impro 
the  learning  curve  for  OSI  vendors,  test 
and  users-rises. 

"As  the  standards  progress 
conformance  testing  continues  to  impri] 
says  Grieve,  "we'll  see  more  and  ■( 
products  passing  all  the  interoperabilit\|s 
scenarios  the  first  time  out,"  )jC 
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WE  HAVE  EVERYTHING 
UNDER  CONTROL. 

They  make  cars  run,  phones  ring, 
cameras  click,  VCRs  record,  and  a 
million  other  things  perform  accord- 
ing to  plan. 

They're  embedded  control  chips. 
And  Motorola  is  the  world's  leader 


RISC 

DSP 

MPU 

MCU 

(88000) 

(56001) 

(68000) 

(68332/6dHClI/ 

68HC05) 

We  offer  the  grandest  array  of 
embedded  control  solutions  in  the 
business.  From  high-end  32-bit  digital 
signal  processors  and 
RISC  MlP-crunchers, 
to  industry-standard 
microprocessors,  to 
high-volume,  low-cost 
microcontrollers,  only 
Motorola  has  it  all. 

And  our  solutions 
are  working.  We're  #1 
ii  .  :e  8-bit 

microcontroller  market,  with  cumula- 
tive sales  of  nearly  a  half  billion  units. 

The  same  holds  true  in  engineering 


workstations  and 
high-end  embedded 
control,  where  the 
6S000  family  is  the 
dominant  32 -bit 
solution. 

INTRODUCING  THE  ifw 
WORLD'S  MOST  POWERFl : . 
MICROCONTROLLER,  enor 

And  now  Motorola  introduces  [\  aseii 
world's  most  powerful  microcontro  ougt 
the  which  combines  the  pow  iism, 
of  the  68020  microprocessor  with  th  5pea 
high  level  of  integration  and  afforda  you 
ity  of  the  world's  most  popular  micrc  v  - 

controllers,  i: 
At  its  core  ifc^ 


i  32-bit  micro- 
processor bas( 


QUEUED  ' 
SmAL  ; 
MODULE  .• 


on  our  industriauiei 
standard  6802l|iiicrc 
architecture,  af 
assisted  by  a  IMc 
channel  RlSCf  " 
like  time  proces 
ing  unit.  In  essence,  giving  you  ^og  m 
microprocessors  on  one  chip.  ||| 
This  ingenious  arrangement  hasjp^ 
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ROM  us. 


time  processing  unit  hand- 
y  all  time-intensive  tasks, 

the  main  micro- 
)cessor  free  to  power 
ough  data -intensive 
ks.  With  two  proces- 
s  working  in  con- 
t,  you  achieve 


enormous  in- 


ase  in  system  .^^^ 
oughput.  At  a  cost  that  won't  leave 
A  smarting. 

Dpeaking  of  cost  savings,  the  68332 
;  you  take  advantage  of  the  huge  base 
existing  68000  software.  Which  can 
^e  you  a  fortune  in  time  and  money. 
Best  of  all,  the  68332  is  just  the  begin- 
ig  of  our  68300  family.  By  mixing 
J  matching  cores  with  peripheral 
)dules,  we'll  be  creating  a  wide  range 
microcontrollers  that  will  improve 
;tem  performance,  intelligently  in 
ontless  embedded  applications. 

TOTAL  CONTROL 
TAKES  TOTAL  SUPPORT 


^f^m  Award 


M.Ko,„,,uja.,«.  vVe  don't  believe  you 

National 

can  control  everything 
alone.  So  we  provide  all 


68300  t 
COR£  F.AMILY  | 


68HCn 
CORE  FAMILY 
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the  support  you'll  ever  need— driven 
by  a  dedication  to  total  customer  satis- 
faction that  borders 
on  the  fanatical. 

Armed  with  a  power- 
ful architecture,  a 
complete  set  of  hard- 
ware and  software 
I  development  tools,  the 
—  .  J  world's  best  field  engi- 
neering team,  and  manufacturing  and 
quality  experts  worldwide,  Motorola 
stands  ready  to  ensure  your  success. 

About  what  you'd  expect  from  the 
company  that  won  the  first  Malcolm 
Baldrige  National  Quality  Award. 

CONTROL  IS 
AT  YOUR  FINGERTIPS. 

For  more  information  on  the  b^)?)})! 
and  our  other  embedded  control  solu- 
tions, call  us  today  at 
1-800-441-2447  Or 
write  Motorola  Inc., 
Dept.  OE39,  6501 
William  Cannon  Drive" 
West,  Austin  T^:  78735-8598 

It  could  be  the  difference  between 
gaining  control  or  losing  it. 
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Every  day, 
3,000  importers  and  exporters 

see  us  first. 


Both  at  home  and  abroad,  smart  businessmen  are  discovering  what  the  Taipei  See  us  first 
World  Trade  Center  can  do  for  them 

TWTC  houses  the  most  extensive  permanent  product  display  under  one 
roo'  n  Asia-over  10Q000  import  and  export  products  in  all  And  our  international 
traac  -ho./vs  set  new  standards  for  product  exhibition  more  than  20  times  a  year 


#    MlPgi  H/ORLD 
IRXDE  CENTER 


CHIN/1  EXTERM4L  IR/fDE 


4-7F.  333  Keelung  Road  .  Sec  l 
Taipei  10548,  Taiwan,  Republic  of  Chir 

Ni'  wonder  so  many  of  the  world's  top  traders  come  to  TWTC  to  set  business     Tei  (02)738-2345 
in  motion! 


Fax  886-2-7576653 
Telex  21676  CETRA 


DEkELOPAIENT  COUNCIL 


•  New  York-CETRA,  Inc 

Tel  (212)532-7055  •  Fax  (212)213-4189 
'  San  Francisco-Far  Easl  Trade  Service,  ln> 
Tel  (415)788-4304  •  Fax  (415)788-0468  ; 

•  Chicago-Far  East  Trade  Sen/ice,  Inc 

Tel  (312P21-9338  •  Fax  (312)321-1835  , 
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BY  JAMES      COOPER  AND  KATHLEEN  MADIGAN 


IMPIOYMENT IDOKS  WEAK. 

riLL  CONSUMERS  RIDE  TO  THE  RESCUE? 


M  Jj^ashington's  latest  report  on  America's  job 
W^m  markets  turned  a  few  heads — even,  perhaps, 
i^V  at  the  Federal  Reserve  Board.  The  jobless 
;  ticked  up  in  September,  and  employment  growth 
ced  decidedly  weak,  mainly  reflecting  a  huge  cut  in 
lufacturing  payrolls.  That  means  the  economy  is  a  lot 
:er  than  many  of  the  summertime  readings  implied. 
1  it  provides  strong  justification  for  the  Fed  to  nudge 
rest  rates  low  er — perhaps  soon. 

The  Fed  had  a  good  opportu- 
nity to  push  down  the  federal 
funds  rate — the  charge  on  inter- 
bank borrowing — after  the  job 
report  was  released  on  Oct.  6, 
but  it  chose  not  to.  It  was  prob- 
ably waiting  to  see  if  there 
were  any  surprises  in  the  Sep- 
tember readings  on  inflation  in 
producer  and  consumer  prices, 
due  out  on  Oct.  13  and  19,  re- 
spectively. When  the  central 
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k  does  act,  it  is  expected  to  cut  the  funds  rate  by 
ther  quarter  of  a  percentage  point,  to  about  8%'/'  . 
he  weak  employment  numbers  rekindle  fears  that 
slowdown  could  degenerate  into  a  recession,  led  by  a 
^nturn  in  manufacturing.  But  that  seems  unlikely, 
factory  sector's  softness  is  primarily  a  delayed  re- 
use to  the  falloff  in  consumer  spending  for  goods 
ing  the  first  half  of  the  year.  After  rising  at  an 
ual  rate  of  2.8%  in  the  second  half  of  1988,  inflation- 
isted  purchases  of  goods  grew  by  only  0.6/'  in  the 
t  quarter  and  0.1%  in  the  second, 
lut  consumer  spending  did  pick  up  again  this  sum- 
•.  Households  are  still  borrowing  at  a  rapid  clip,  and 
sumers  are  in  a  sunnier  mood.  The  University  of 
higan's  Survey  Research  Center  reports  a  sharp 
ip  in  its  index  of  consumer  sentiment  in  September,  to 
highest  reading  since  January.  The  index  rebounded 
the  entire  third  quarter  after  sagging  in  the  second 
rter.  Stronger  consumer  demand  will  provide  a  buff- 
between  slowdown  and  recession. 

lYROLLS  The  September  weakness  in  job  growth 
ET  FATTER  was  certainly  widespread.  Only  47.4%  of 
-BUT  NOT  the  349  nonfarm  industries  in  the  Labor 
'MUCH  Dept.'s  survey  added  workers  to  their 
Tolls  (chart),  the  lowest  percentage  since  December, 
2— at  the  end  of  the  last  recession, 
obs  rose  by  209,000  in  the  month,  following  an  88,000 
•ease  in  August.  But  those  numbers  are  misleading. 


Strikes,  mainly  the  communications  workers'  walkout, 
subtracted  108,000  jobs  from  the  August  advance,  and 
75,000  returning  strikers  inflated  the  September  gain. 

Quarterly  averages,  which  smooth  out  those  gyra- 
tions, paint  a  clearer  picture:  Job  growth  is  slowing. 
Payroll  employment  rose  at  only  a  2.1%  annual  rate  last 
quarter,  down  from  2.57^  in  the  second  quarter  and  'i.37( 
in  the  first.  Third-quarter  growth  in  payrolls  was  the 
slowest  in  three  years,  but  that  pace  is  still  sufficient  to 
keep  the  expansion  chugging  along. 

The  job  slowdown  has  been  especially  sharp  in  manu- 
facturing. Factory  employment  plunged  by  103,000  in 
September,  to  19.5  million  jobs  (chart),  reflecting  big 
declines  in  autos,  electrical  equipment,  metals,  and  ap- 
parel. Since  hitting  their  peak  for  this  expansion  in 
March,  manufacturing  jobs  have  fallen  by  133,000.  The 
declines  have  been  steepest  in  the  durable-goods  sector. 

The  news  from  manufactur- 
ing isn't  all  bad.  The  factory 
workweek  rose  to  41  hours 
from  40.9  hours  in  August,  and 
overtime  increased  to  3.8  hours 
from  3.7.  Still,  the  longer  hours 
will  not  offset  the  impact  of  the 
job  losses  on  industrial  output. 
It  probably  fell  in  September. 

Service-sector  employment 
has  also  slowed.  The  September 
numbers  show  a  317,000  in- 
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crease,  but  that  includes  the  75,000  returning  strikers,  in 
addition  to  a  95,000  job  increase  in  local  governments — 
mostly  schoolteachers.  Business  and  health  services 
posted  the  only  substantial  increases,  while  jobs  in  retail 
and  wholesale  trade  and  in  finance  barely  gained. 

Last  quarter,  jobs  in  the  service  sector  grew  at  an 
annual  rate  of  only  2.8%,  down  from  3.1%  in  the  second 
quarter  and  3.5%  in  the  first.  That  slowdown  may  even- 
tually relieve  some  of  the  tightness  in  the  job  markets 
for  services,  but  job  growth  will  have  to  slow  even 
further  before  upward  pressure  on  service  wages,  which 
remains  stubbornly  strong,  begins  to  ease. 


EARNINGS 
STAY  ON 
A  STEADY 
CLIMB . . . 


Despite  the  lackluster  pace  of  hiring  last 
month,  service  wages  continue  to  push  up 
earnings  in  the  nonfarm  sector.  In  Sep- 
tember, hourly  earnings  in  nonfarm  in- 
dustries rose  0.5%,  to  $9.73.  For  the  third  quarter  as  a 
whole,  wages  increased  at  an  annual  rate  of  3.8% — not 
much  different  from  the  first  half's  3.6%  annual  clip. 
The  pay  slowdown  in  manufacturing  has  kept  wage 
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growth  fairly  steady  in  1989.  Chiefly  responsible  for  that 
are  rising  investments  in  more  productive  capital  equip- 
ment and  industry  downsizings  that  have  cut  the  need 
for  labor.  Manufacturing  wages  rose  0.2%  in  September, 
to  $10.54  per  hour,  and  are  up  just  2.87^'  from  a  year  ago. 

Earnings  in  such  industries  as  leather,  textiles,  and 
furniture  have  risen  much  faster.  But  those  gains  have 
been  offset  by  much  slower  growth  over  the  past  year  in 
wages  paid  by  metals,  tobacco,  and  auto  producers. 

. . .  WITH  Service-producing  companies,  however, 
SERVICE  continue  to  boost  pay  at  faster  rates  than 
WAGES  OUT  manufacturers  (chart).  In  the  third  quar- 
IN  FRONT  j-gj.^  earnings  at  service  producers  ad- 
vanced at  an  annual  rate  of  4.2%  after  rising  by  a  hefty 
4.7%  clip  in  the  second. 

Gains  are  likely  to  remain  strong  in  the  next  few 
quarters.  That's  because  consumer  spending  on  services, 
still  growing  at  a  healthy  pace,  is  continuing  to  increase 
the  demand  for  certain  skilled  workers. 

Wages  in  finance  and  person- 
al and  business  services— which 
account  for  half  of  all  service- 
producing  jobs — are  already 
feeling  upward  pressure.  Earn- 
ings are  up  more  than  5%  from 
a  year  ago,  with  pay  for  health 
care  workers  up  6.6%'  from  12 
months  earlier.  Not  surprising- 
ly, the  unemployment  rate  in 
the  finance  and  service  indus- 
tries combined  was  just  4.5%  in 
September,  compared  with  5.3'/^  for  the  entire  economy. 

Higher  wages  at  service  producers  mean  that  improve- 
ment in  the  inflation  rate  will  remain  one-sided.  Slack 
demand  may  hold  the  line  on  price  gains  for  goods,  but 
higher  labor  costs  suggest  that  service  inflation  will 
remain  at  an  annual  rate  of  more  than  5% . 


WHERE  WAGE  GROWTH 
IS  STILL  HOT 


AVERAGE  HOURLY 
EARNINGS 
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Higher  wages  also  mean  that  consumers  entered 
fourth  quarter  with  their  incomes  growing  at  a  heal^ 
pace.  That's  important  for  the  outlook,  because 
year's  holiday-shopping  season  will  be  especially  vital 
retailers,  some  of  whom  have  been  hit  hard  by  finanj 
troubles  lately.  Retailers  need  a  successful  fourth  qu: 
ter  to  bolster  shrinking  profits  and  cash  flow. 

Strong  income  growth  sets  the  stage  for  an  increas^ 
consumer  spending.  Average  weekly  earnings  in 
nonfarm  sector  rose  0.5%'  in  September,  to  $336.66. 
ensures  another  healthy  advance  in  personal  income  I 
the  month.  Retailers  should  also  take  heart  in  shoppj 
continued  willingness  to  buy  on  credit. 

I CONSUMERS  In  August,  consumer  installment  deb 
ARE  STILL  creased  by  $3.5  billion,  to  $703.8  bill 
SAYING:  Revolving  credit — which  includes  b; 
'CHARGE  IT'  g^j^^j  store  credit  cards — accounted  fo; 
the  gain,  expanding  by  $3.6  billion.  Since  January,  s 
debt  has  risen  at  a  rapid  18%^  annual  rate,  compared 
just  1.3%  for  all  other  types  of  installment  credit. 

Auto  loans  have  been  extremely  weak.  They  edge 
just  $400  million  in  August,  after  falling  in  both  J 
and  July.  But  new-car  sales  were  at  healthy  level 
both  August  and  September,  so  the  September  en 
numbers  should  show  a  jump  in  auto  financing. 

Fourth-quarter  car  sales  may  be  a  different  sU\ 
however.  Recently  announced  deals  on  the  1990  cars 
far  less  inviting  than  those  offered  this  summer, 
new-car  prices  are  much  higher.  Weaker  car  sales 
quarter  may  slow  credit  growth,  but  robust  gain 
revolving  credit  are  a  signal  that  consumers  remai; 
the  market  for  plenty  of  items  other  than  cars. 

Despite  the  likely  drop-off  in  car  sales,  consu 
seem  both  willing  and  able  to  help  pull  manufactu 
out  of  the  mud.  And  if  the  Fed  decides  to  pitch  in  vith 
lower  interest  rates,  the  expansion  should  keep  rolhg 
along  into  1990. 


THE  WEf  K  AHEAD 


BUSINESS  INVENTORIES 


Monday,  Oct.  16,  10  a.m. 
Inventories  at  manufacturers,  wholesal- 
ers, and  retailers  probably  increased  by 
0.3'/'  in  August,  following  a  0.6%  jump  in 
July.  Thai,  -mall  gain  is  suggested  by 
the  already  ceportod  rise  in  factory 
stockpiles.  Business  sales  likely  ad- 
vanced a  strong  8.;")%  in  August  after 
falling  0.9%  in  July  August  factory  ship- 
ments and  retail  sales  were  strong. 

MERCHANDISE  TRADE  BALANCE 


Tuesday,  Oct.       8:30  a.m. 
Most  economists  are  lookmg  for  the  for- 
eign trad<:  (.(■ficit  to  widen  to  about  $9 
billion  in  .  ugust  after  posting  a  small 
$7.6  billion  gap  in  July.  Exports,  which 


fell  1.8%  in  July,  likely  increased,  led  by 
a  jump  in  aircraft  shipments  to  Japan. 
But  a  large  gain  in  customs-duty  pay- 
ments suggests  that  imports  rose  as 
well  after  dropping  2.57'  in  July. 

INDUSTRIAL  PRODUCTION  

Tuesday,  Oct.  17,  9:15  a.  m. 
The  consensus  is  that  output  at  the  na- 
tion's factories,  mines,  and  utilities  fell  a 
small  0.27  in  September.  That's  what 
declines  in  manufacturing  and  mining 
jobs  indicate.  In  August,  industrial  pro- 
duction rose  a  modest  0.3%. 

CAPACITY  UTILIZATION  

Tuesday,  Oct.  17,  9:15  a.m. 
The  drop  in  industrial  production  sug- 
gests that  operating  rates  fell  to  about 


83.4%  in  September.  In  August,  83.8^ 
capacity  was  in  use. 

HOUSING  STARTS 

Wednesday,  Oct.  18,  8:30  a.m. 
Housing  starts  probably  rose  to  ani 
nual  rate  of  about  1.42  million  in  I 
tember  from  a  1.35  million  August  pi 
High  levels  of  new-home  sales  dui 
the  summer  cleared  away  the  overhjj 
of  unsold  homes,  encouraging  some 
velopers  to  start  building  in  Septem|j 

CONSUMER  PRICE  INDEX  

Thursday,  Oct.  19,  8:30  a.m. 
Most  economists  expect  about  a  (| 
rise  in  consumer  prices  in  Septem| 
reflecting  higher  costs  of  energy 
services.  August  prices  were  unchanii 
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ler  NewYorker  Rfih  Avenue. 


Jltradrive  trammission.  Anti-lockbrakes. 

Driver-side  air  bag. 
Because  there's  more  to  luxury  than 

rich)  soft  leather. 


ludged  by  conventional  standards, 
;  new  Fifth  Avenue  is  every  inch  a 
:ury  car.  Available  Mark  Cross 
ther  and  a  power  seat  with  memory. 
3re  legroom  than  the  biggest 
dillac.  Climate-controlled  air  condi- 
ning.  Infinity  II  stereo... a  list  of 
mdard  features  unmatched  by  many 
upetitive  models. 

But  the  Chrysler  concept  of  luxury 


goes  beyond  the  expected  conve- 
niences, to  the  unique  performance 
benefits  of  advanced  engineering. 

Engineering. . .  essence 
of  luxury. 

Fifth  Avenue  has  Ultradrive,  the 
world's  first  fully  adaptive,  elec- 
tronically controlled  four-speed  auto- 
matic transmission.  It  constantly 
senses  and  adapts  to  changes  in  speed 
and  driving  situations  over  14U  times  a 
second  to  assure  a  remarkably  smooth 
ride  and  impressive  fuel  efficiency 

Available  four-wheel  anti-lock  brakes 
that  help  prevent  lockup  and  skidding  on 
slippery  roads.  Chryslers  driver-side 
air  bag,  combined  with  a  lap/shoulder 
belt,  gives  you  the  best  available  pro- 
tection in  an  emergency. 


Warranty... better  than  Rolls 
or  Mercedes. 

Chrysler  Fifth  Avenue  comes  with 
the  most  comprehensive  protection  of 
any  luxury  sedan.  Crystal  Key  Owner 
Care  provides  coverage  from  bumper  to 
bumper  for  5  years  or  5(),0()U  miles.  Not 
even  Rolls  Royce  or  Mercedes  Benz 
can  match  it.*  That's  in  addition  to 
Chrysler's  7/70  powertrain  protection:^ 

The  new  Chrysler  New  Yorker  F'ifth 
Avenue.  Ultradrive  transmission.  Anti- 
lock  brakes.  Uriver-side  air  bag. 
Because  there's  more  to  luxury  than  an 
abundance  of  rich,  soft  leather. 


7/70 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler-Plymouth  Dealer 


Chrysler 


TherclsNoLuxuiy Without  Engineering. 


*See  limited  warranty  and  restrictions  at  dealer.  Excludes  normal  maintenance,  adjustments  and  wear  items.  Deductible  on  powertrain  after  5/50. 
Wanmty  comparison  vs.  '89  competition.  tSee  7-year  or  70,000-mile  limited  warranty  at  dealer.  Restrictions  apply  Legroom  vs.  Cadillac  Brougham. 
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BOXED 
IN  BY 
TRUMP 

AMERICAN'S  CRANDALL 
HAS  FEW  OPTIONS 

Rol)ert  L.  Crandall,  AMR  Corp.'s 
chairman,  is  going  to  have  to  do 
the  unthinkable.  After  spending 
nine  years  building  amr's  American  Air- 
lines Inc.  into  the  nation's  biggest  and 
best-run  carrier,  he  will  now  have  to  per- 
form radical  surgery  if  he  wants  to  keep 
it  independent.  New  York  real  estate 
mogul  Donald  J.  Trump  ensured  that 
scenario  on  Oct.  h  by  bidding  $7.-5  billion 
for  AMU.  Trump  has  teased  investors  in 
past  takeover  fights,  but  this  time  his 
opening  $120-a-share  offer  looks  real. 

P\>r  Crandall,  who's  keeping  mum, 
there's  danger  in  thinking  otherwise. 
The  choices  confronting  him  are  painful. 
Chief  among  them  is  a  management-led 
employee  buyout  that  could  hit  $9  bil- 
lion, or  $1.^0  a  share,  according  to  ana- 
lysts. Crandall  likely  would  .sell  AMK's 
profitable  SAHKE  computer-reservation 
system  to  lower  the  debt  needed  to 
swing  the  deal.  Another  option:  Put 
new  stock  in  friendly  hands — that 
one  day  may  turn  unfriendly.  In 
any  case,  AMi;'s  debt  will  soar, 
undermining  Crandall's  strate- 
gy foe  growth. 

PRETTY  DETERMINED.'  Trump 
handed  this  unpalulal)ie  menu  to  Cran- 
dall by  capitalizing  on  the  gap  between 
.AMIi's  stock  price  and  the  value  being 
placed  on  airlines  in  other  recent  take- 
overs. "Crandall  has  to  come  back  with 
something,"  says  Martin  D.  Sass  at 
M.  D.  Sass  Investor  Services.  "The 
shareholders  won't  stand  for  inaction." 
As  for  Trump,  his  next  step  is  to  dis- 
close to  wary  investors  the  sources  of 
his  financing  aiid,  if  Crandall  resists  a 
friendly  deal  as  expected,  try  to  oust  the 
AMR  board.  Right  now,  Trump's  doing 
his  best  to  deflect  attention  from  the  key 
issue  of  his  financing  and  toward  Cran- 


dall. "It's  not  that  the  financing  is  such 
a  mystery,"  says  Trump  lawyer  Jack  H. 
Nusbaum,  but  the  deal's  "structure  de- 
pends on  amr's  response." 

Much  as  he  would  like  to,  Crandall 
probably  can't  just  tell  Trump  to  go 
away.  Institutions  control  807'  of  AMR, 
and  as  one  big  money  manager,  Martin 
Zweig  of  Zweig  Advisors  Inc.,  notes:  "I 
have  a  fiduciary  responsibility  to  go  with 
the  highest  bidder.''  Nusbaum,  who 
doesn't  rule  out  an  even  higher  Trump 
bid,  says  that  "Donald  wants  to  own 
the  airline.  He's  a  pretty  determined 


guy  when  he  wants  something  don 
'Trump  also  is  striking  when  the  ir 
ket  for  airline  assets  is  hot.  A  rai 
snatched  Northwest  Airlines  Inc. 
$3.65  billion  last  summer,  and  Uni 
Airlines  Inc.'s  employees  are  putting 
finishing  touches  on  their  own  $6.8 
lion  buyout.  Those  deals  are  burdeijjj,^ 
with  lots  of  debt,  and  that  has  Washi  i 
ton  lawmakers  and  regulators  worrii 
Crandall  is  trying  to  enlist  Washing  i 
to  fend  off  Trump,  but  insiders  thji; 
doubt  it  will  be  of  much  help.  Transjf 
tation  Secretary  Samuel  K.  Skin]|j| 


a  'Si  10 
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inly  to  be  "vigilant,  but 
-usive"  in  regulating  air- 
youts.  Even  if  Congress 
him  new  authority  to 
nergers,  he  will  be  cau- 
sing it. 

dall  doesn't  have  that 
time  to  wait  for  Wash- 
anyway.  Trump  has 
for  a  response  by  Oct. 

0  days  after  AMR's  next 
rly  scheduled  board 
g.  One  American  union 
says  the  bid  caught  the  usually 
Crandall  by  surprise,  just  as  he 
mpleting  a  takeover  defense  that 
have  put  20%  of  AMR  in  employee 

Now,  Crandall  is  closeted  full- 
ith  his  lawyers  and  bankers  from 
in,  Sachs  &  Co.  and  Salomon 
rs  Inc.  to  figure  out  what's  next. 
AID  PLANS.  Despite  all  that  high- 
help,  it  must  seem  to  Crandall  as 
in  a  box.  To  satisfy  shareholders, 
iven't  seen  dividends  since  1980, 
st  come  up  with  a  package  that 
Trump's  $120-a-share  proposal. 
•  also  likely  wants  to  avoid  over- 
ling the  carrier,  which  could  crip- 

1  an  economic  downturn.  With  too 
iebt,  says  a  senior  executive  of  a 
ting  airline,  "American  simply 
I't  be  competitive  anymore." 

would  be  a  stunning  setback  for 
ill.  While  Texas  Air  Chairman 

Lorenzo  hastily  constructed  his 
;  through  chancy  acquisitions, 
ill  mostly  built  from  within.  He 
ip  to  $3  billion  a  year  for  the  past 
•s  putting  up  new  terminals  at 
1  Raleigh/Durham,  San  Jose,  and 
ille,  investing  in  new  planes 
,  and  developing  the  company's 
ter-reservation  system.  Crandall 
the  airline's  costs  down  by  strik- 

deal  with  unions  that  allowed 
;an  to  hire  new  workers  at  rates 
than  older  employees.  It  paid  off: 

fares  rose  in  1988  and  traffic 
I,  American's  profit  doubled  to 
lillion  on  revenues  of  $8.8  billion. 
)re  Trump  made  his  move,  Cran- 
id  been  planning  to  crank  up  the 
1  machine  several  more  notches, 
ned  to  take  advantage  of  his  ri- 
igh  leverage  by  slashing  prices  in 
xt  recession,  forcing  them  to  sell 
,  Crandall  hoped  to  pick  up  routes 
a  and  to  Europe.  He  guaranteed 
can  would  have  enough  planes  and 
by  ordering  $8  billion  in  new  air- 
;his  year.  And  he  had  plans  for  a 
;i  billion  terminal  at  Dallas-Fort 

International  Airport, 
t  ambition  is  now  in  for  a  trim- 
Sources  close  to  the  company  say 
bably  will  pull  back  from  overseas 
sion  and  may  nix  the  new  Dallas- 
Worth  terminal.  With  cash  flow 
i  to  servicing  debt,  Crandall  might 


AMR'S  CAPACITY 
IS  GROWING  RAPIDLY 


DATA:  COMPANY  REPORTS,  6W 


CRANDALL:  MUM 


also  have  to  cut  aircraft  orders.  That 
could  put  him  in  hot  water  with  Ameri- 
can's unions,  which  are  waiting  for  their 
reward  for  the  company's  growth.  Says 
one  union  leader:  "We'd  be  very  upset  if 
our  contributions  went  out  the  window." 

It  would  be  surprising,  though,  if 
Crandall  did  something  that  damaged 
his  hard-won  labor  peace.  Moreover,  un- 
like Trump,  Crandall  should  be  able  to 


get  workers  to  swap  lower  wages  for 
stock.  Why?  His  success  in  expanding 
American  doubled  the  union  rolls  over 
the  past  six  years.  And  that's  Crandall's 
real  ace:  an  ability  to  use  employee 
sweat  equity  to  top  any  Trump  offer. 
After  all,  both  Crandall  and  Trump  could 
get  the  same  price  in  a  sale  of  SABRE, 
$1.5  billion  to  $2  billion,  or  other  assets. 

Trump,  who  in  May  took  over  Eastern 
Air  Lines  Inc.'s  Washington-New  York- 
Boston  shuttle  operations  from  Lorenzo, 
seems  bitten  by  the  airline  bug.  He  may 
have  been  attracted  by  the  prevailing 
wisdom  that  fare  wars  are  a  thing  of  the 
past.  If  he  believes  that,  however,  he 
could  be  in  for  a  big  disappointment 
(box).  That's  cold  comfort,  though,  to 
Crandall,  as  he  weighs  the  sacrifices  he 
must  make  to  remain  independent. 
By  Kevin  Kelly  in  Dalla.'i.  with  Harris  Colling- 
wood  in  New  York.  Ron  Stodghill  II  in  Wash- 
ington, and  Chuck  Hawkins  in  Atlanta 


THE  AIRLINES  JUST  DON'T  KNOW  HOW 
TO  STAY  OUT  OF  FIGHTS 


There's  no  question  it's  autumn: 
Leaves  are  turning,  and  airfares 
are  falling.  Newspapers  are  bulg- 
ing with  ads  trumpeting  travel  to  al- 
most anywhere  in  the  continental  U.  S. 
for  $198  or  less,  a  savings  of  up  to  817f 
off  full  coach  prices.  While  this  isn't 
the  start  of  the  bruising  fare  war  that 
doomsayers  have  been  pre- 
dicting, it  does  show  how 
fragile  the  recent  pricing 
discipline  is  in  the  airline 
business — and  how  vulner- 
able high  fares  could  be  if 
the  economy  softens.  As 
Peter  T.  McHugh,  senior 
vice-president  of  Pan 
American  World  Airways 
Inc.,  notes:  "This  is  a  least- 
common-denominator  busi- 
ness where  the  weakest 
company  sets  the  pricing." 
FULL  BOIL.  It  all  began  in 
late  September  when  Con- 
tinental Airlines  ran  news- 
paper ads  containing  cou- 
pons good  for  $79  or  $99  of 
one-way  travel  this  fall  be- 
tween a  host  of  cities  on 
both  coasts.  Not  to  be  out- 
done, airline  leaders  American  Airlines 
and  United  Airlines  in  early  October 
began  accepting  Continental's  discount 
coupons  for  tickets  on  their  own 
flights,  sending  bargain-hungry  travel- 
ers pawing  through  old  newspapers. 

The  simmering  fare  war  broke  into  a 
full  boil  on  Oct.  5  when  Northwest  Air- 
lines announced  it  was  eschewing  the 


coupons  and  would  sell  the  deep-dis- 
count seats  to  all  comers  through  most 
of  its  domestic  system,  a  move  quickly 
matched  by  rivals. 

That  inability  to  contain  small-scale 
price  promotions  is  particularly  worri- 
some for  the  industry  because  several 
fare  skirmishes  seem  unavoidable  in 
the  coming  months.  Mid- 
way's Nov.  15  opening  of  its 
new  Philadelphia  hub  is 
bound  to  spark  a  price  bat- 
tle with  uSAir.  Low-fare 
Southwest  Airlines  will 
keep  hurting  rivals'  yields 
as  it  expands  along  the 
West  Coast.  And  bankrupt 
Eastern's  scheduled  buildup 
this  fall  promises  fare-cut- 
ting on  price-sensitive  New 
York  to  Florida  routes  and 
at  its  Atlanta  hub. 

The  industry's  fast-grow- 
ing leverage  doesn't  help. 
Drexel  Burnham  Lambert 
Inc.  analyst  Michael  W. 
Derchin  estimates  that  if 
both  the  United  and  Ameri- 
can buyouts  are  completed, 
the  industr>''s  net  interest 
expense  will  hit  $3  billion  in  1990 — 
double  this  year's  total.  So,  if  traffic 
next  year  grows  much  slower  than  ca- 
pacity is  added,  as  he  expects,  debt- 
laden  airlines  may  grudgingly  have  to 
cut  fares  to  fill  seats  and  keep  cash 
flowing.  If  that  happens,  the  airlines' 
bane  could  be  travelers'  gain. 

By  James  E.  Ellis  in  Chicago 
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Commentary /by  Judith  H.  Dobrzynski 


WHY  EVEN  WELL-RUN  COMPANIES  CAN  BE  EASY  PREY 


OlHIUI 


DTD 


If  ever  an  event  crystallized  the  is- 
sues in  the  great  takeover  debate, 
it's  Donald  J.  Trump's  swoop  on 
AMR  Corp.  On  one  side  stands  Trump, 
an  ostentatious,  egotistical,  and  fierce- 
ly competitive  real  estate  developer 
who  seems  to  have  the  Midas  touch. 
On  the  other  is  AMR  CEO  Robert  L. 
Crandall,  a  tough,  innovative,  and 


tions,  Crandall  has  paid  little  attention 
to  shareholders.  He  hasn't  paid  divi- 
dends since  1980,  contending  that  AMR 
needs  all  its  earnings  for  reinvestment. 
That  widened  the  gap  between  amr's 
market  value  and  its  value  to  someone 
like  Trump. 

Trump  hasn't  revealed  why  he  be- 
lieves AMR  is  worth  $120  a  share.  But 


CHECKING  IN:  DESPITE  BEING  NO.  1  IN  SIZE  AND  PROFITABILITY,  AMR'S  STOCK  PRICE  LANGUISHED 


ecjually  competitive  strategic  thinker 
who  propelled  American  Airlines  Inc. 
to  the  No.  1  slot  among  U.  S.  carriers 
in  both  size  and  profitability.  Crandall 
is  hardly  the  sort  of  inefficient,  hide- 
bound manager  who  makes  easy  prey 
for  corporate  raiders — and,  takeover 
theory  goes,  deserves  to  lose  his  post 
to  a  more  effective  management. 

Why,  then,  is  AMR  in  play?  More  im- 
Ijortant,  can  Crandall  fend  off  Trump 
by  convincing  AMR's  owners  that  he  is 
managing  for  the  long  term,  with  tre- 
mendous payoffs  for  patient  sharehold- 
ers down  the  road?  Or  will  he  leverage 
u[)  AMii  himself,  possibly  destroying  his 
creation  in  order  to  save  it — and  his 
job?  Either  way,  what  are  the  implica- 
tions for  the  economy? 
BEST  AND  BIGGEST.  The  answers  begin 
on  Wall  Street.  Despite  Crandall's  rep- 
utation as  a  superstar  manager,  AMR's 
stock  wasn't  flying  with  its  peers.  Be- 
fore takeover  rumors  sent  it  skyward, 
AMR  was  selling  at  around  $65,  giving 
it  a  below-market  price-earnings  ratio 
of  about  8.  From  1983  to  1988,  AMR's 
stock  lagged  behind  other  carriers', 
gaining  8%  while  a  composite  of  airline 
stocks  climbed  10%.  Focused  on  opera- 


he's  probably  eyeing  its  conservative 
balance  sheet — its  debt,  including  off- 
balance-sheet  items,  is  about  64'/^  of 
total  capital,  less  than  other  airlines' 
(table).  Using  more  debt,  given  the  tax- 
deductibility  of  interest,  would  be  an 
easy  way  to  add  to  amr's  value.  Trump 
could  also  pump  more  cash  from  other 
AMR  assets:  planes  that  could  be  sold 
and  leased  back  and  a  computerized 
reservation  system  that  could  fetch  as 
much  as  $2  billion.  And  there's  the 
glamour  of  owning  an  airline.  With 
amr,  Trump  gets  the  biggest  and  the 
best,  attributes  to  which  he's  drawn. 

Crandall  has  crafted  an  enormous 
competitive  edge  for 
American,  advantages 
that  could  be  particular- 
ly useful  against  weaker 
rivals  in  a  downturn. 
But  he'd  have  a  hard 
time  persuading  share- 
holders that  the  compa- 
ny's stock  will  hit  $120 
anytime  soon — the  basis 
for  a  "just  say  no"  de- 
fense. Historically, 
AMR's  stock  price  has 
most  closely  tracked 


growth  in  book  value  per  share,  noi 
Carol  B.  Coles,  president  of  consi 
tants  Mitchell  &  Co.  She  reckons  th 
if  AMR  stayed  on  its  prebid  path, 
stock  price  in  1990  would  average  $'i 

$120  now  or  $70  next  year?  Tha 
the  choice  shareholders  would  have 
make  if  AMR  resists  Trump  and  refus 
to  rescind  its  poison  pill.  Trump  woi  jspeaa 
then  call  for  a  special  shareholder  vo'  bofii 
known  as  a  consent  solicitation,  to 
place  AMR's  board  with  directors  w' 
will  redeem  its  poison  pill  and  let  )• 
bid  proceed.  The  decision  is  a  i 
brainer  for  shareholders. 
HARSH  MESSAGE.  There's  nothi 
wrong  with  the  shareholders'  choi< 
As  owners,  after  all,  they  have 
right  to  maximize  their  investmei 
But  the  issue  is  much  more  complicj 
ed  for  those  worried  about  the  ecor 
my,  which  gets  more  fragile  as  comi 
nies  become  more  highly  leveraged 

The  problem  lies  in  the  way  value 
calculated  in  the  U.  S.  economic  sjlf  for 
tern,  which  makes  debt  a  cheaper  foi  h 
of  capital  than  equity.  Crandall  mig  * 
have  been  just  as  creative  in  pilotii 
AMR,  but  still  paid  dividends  and  us 
more  debt  to  finance  AMR.  Then  it  ra^i 
have  done  better  on  Wall  Street.  0 
serves  Gregg  A.  Jarrell,  a  former 
rities  &  Exchange  Commission  chi 
economist  who  now  teaches  at  the  U:  5  i, 
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AMR  GOES  LIGHT 
ON  LEVERAGE 


Total  debt  as  share  of  total  capital* 

Fiscal  1988 

AMR 

63.7% 

DELTA 

67.9 

NWA 

61.3** 

UAL 

81.8** 

USAIR 

67.8 

'Includes  off-balance-sheet  financing 
*  'Before  buyout  and  recapitalization 
DATA:  DILLON.  READ  8,  CO. 


versify  of  Rochester:  "The  modern  CI 
cannot  survive  if  he  does  not  und( 
stand  how  the  stock  market  works  a: 
how  to  serve  it.  Crandall  may  deser 
an  A+  in  9  out  of  10  categories,  but 
corporate  finance — leverage  and  di 
dend  policy — he  gets  a  C-." 

The  highly  leveraged  path,  of  cours 
is  a  riskier  one,  with  compounded  e( 
nomic  ramifications  as  more  compani 
choose  that  route.  If  raids  on  well-m£ 
aged  companies  are  disquieting,  t  n^^^  i^ 
country  should  redu 
its  bias  toward  del 
That  should  be  done  r  t,_.' 
by  curtailing  deductio 
for  interest,  whi 
would  hurt  investme 
and  give  an  unwarrai 
ed  advantage  to  forei) 
buyers,  but  by  endii 
the  double  taxation 
dividends.  Then,  the 
would  be  far  fewer  sk 
ful  chief  executives  i 
der  attack. 
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m  BENTSEN  IS  HAVING  A  BALL 
iSHING  GEORGE  BUSH 


Texas  Democrat  is  bedeviling  his  old  rival  left  and  right  these  days 


oyd  Bentsen  is  enjoying  himself 
mmensely  these  days.  The  Senate 
Finance  Committee  chairman  has 
le  perhaps  the  most  effective  Dem- 
c  tormentor  of  President  Bush, 
a  role  many  other  Democrats 
But  the  soft-spoken  Bentsen,  68, 
I  special  knack  for  getting  under 
dn  of  fellow  Texan  Bush, 
sue  after  issue,  from  cap- 
ains  to  social  legislation, 
ily  Bentsen  has  outfoxed 
resident. 

!  pair  have  been  going  at 

years.  In  1970,  Bentsen 
bed  Bush  in  the  race  for 
late  seat  from  Texas.  In 

Bush  shattered  Vice- 
dential  nominee  Bent- 
hopes  of  delivering  Tex- 
r  the  Democratic  ticket, 
many  Bentsen  associates 
3  the  senator  may  be  han- 
y  for  one  more  show- 
— a  run  for  the  White 
e  in  1992. 

ALL-PLAYING.   But  right 

Bentsen  is  devoting  his 
:ies  to  staking  out  Demo- 
alternatives  to  White 
e  initiatives.  While  many 
is  leadership  colleagues 
i  the  need  for  accommo- 
1  with  Bush,  he  is  taking 
gh  partisan  line, 
itsen  signaled  early  on 
he  wasn't  going  to  play 
kvith  the  President.  Last 
,  Bentsen  was  conspicu- 

absent  when  the  rest  of 
democratic  leadership  hap- 
)0sed  in  the  Rose  Garden 
jlebrate  a  budget  deal. 
>en  felt  it  was  a  sham, 
ntsen  has  been  equally  difficult  in 
ight  over  cutting  capital-gains  tax- 
ush  bowled  over  House  Democrats, 
ng  easy  passage  of  a  two-year  cut 
e  rate  on  capital  gains.  But  when 
ill  reached  the  Senate,  Bentsen  de- 
l  it  in  his  committee  by  offering  a 
ting  substitute — partial  restoration 
e  popular  tax  deduction  for  individ- 
etirement  accounts, 
ntsen  has  long  favored  returning 
aital-gains  break  to  the  tax  code, 
first  he  wants  to  wring  maximum 
!Ssions  from  Bush.  Bentsen  be- 
;  House  Democrats  made  a  crucial 
ike  when  they  proposed  raising  tax- 


es as  part  of  their  alternative  budget 
plan.  By  linking  capital  gains  to  such 
middle-class  concerns  as  iRAs  and  feder- 
al support  for  child  care,  he  hopes  to 
give  a  Democratic  cast  to  an  issue  that 
the  GOP  had  seized.  "It's  important  to 
show  that  we  have  an  alternative  that 
will  achieve  the  objectives  of  the  av- 


erage American  family,"  Bentsen  says. 

He's  determined  to  keep  the  Demo- 
crats from  falling  into  the  tax  trap.  Al- 
though he  feels  a  revenue  hike  is  inevita- 
ble, he  won't  push  higher  taxes:  He 
wants  Bush  to  take  the  political  heat. 


Bentsen  emerged  from 
the  1988  Presidential 
campaign  as  the  most  popular 
Democrat  nationwide 


That  puts  Bentsen  at  odds  with  many 
Democratic  leaders,  but  it  won't  hurt  a 
bit  should  he  challenge  Bush  in  1992. 

Bentsen  has  long  backed  federal 
health  and  child  care  programs.  But  well 
before  the  White  House  saw  the  storm 
gathering,  Bentsen  sensed  the  elderly 
were  rebelling  against  the  surtax  that 
financed  the  catastrophic  illness  insur- 
ance program  (page  70).  Last  spring,  he 
started  what  became  a  stampede  toward 
repeal  by  suggesting  that  the  surtax  be 
cut.  Panicky  House  Democrats  voted  to 
kill  the  program  outright.  But  Bentsen 
crafted  a  Senate  version  that  salvaged  a 
few  benefits — and  ditched  the  hated  tax. 

Despite  all  the  rumors,  Bentsen  dis- 
claims any  Presidential  ambitions.  "I  en- 
joyed the  last  campaign,"  he 
says.  "But  no,  I  don't  have  the 
bug."  Still,  he  has  accepted  an 
invitation  to  be  the  featured 
speaker  at  the  Oct.  28  Jeffer- 
son-Jackson Day  dinner  in 
Ames,  Iowa,  a  traditional 
showcase  for  Presidential  aspi- 
rants. "He's  nicely  positioned," 
says  GOP  political  analyst  Ke- 
vin Phillips. 

TUCKERED  OUT.  While  Bentsen 
came  out  of  the  1988  campaign 
as  the  most  popular  Democrat 
nationwide,  the  nomination 
isn't  his  for  the  asking.  Al- 
though he's  an  avid  tennis 
player,  he  was  visibly  exhaust- 
ed by  the  end  of  the  1988  cam- 
paign.  His  voice  often  failed 
him  on  the  stump,  and  it  took 
him  weeks  to  recover.  In  1992, 
Bentsen  will  be  71,  even  older 
than  Ronald  Reagan  was  when 
he  ran  in  1980. 

Furthermore,  liberal  Demo- 
crats may  have  a  tough  time 
swallowing  Bentsen's  centrist, 
pro-business  politics.  Analyst 
William  Schneider  of  the 
American  Enterprise  Institute 
jB  says  the  senator's  postcam- 
"  paign  decision  to  rejoin  three 
all-white  clubs  didn't  sit  well 
with  the  party's  left. 
There's  little  doubt  that 
Bentsen  would  love  to  be  President. 
Friends  say  his  biggest  disappointment 
was  a  crushing  defeat  in  a  1976  bid  for 
the  Democratic  Presidential  nomination. 
Bentsen  would  like  nothing  better  than 
to  wipe  out  that  bitter  loss. 

But  for  now,  the  Texas  Democrat  is  in 
a  no-lose  position.  If  the  economy  stays 
strong  and  Bush  looks  unbeatable,  Bent- 
sen can  stay  in  the  Senate  as  an  elder 
statesman.  But  if  Bush  seems  vulnera- 
ble, Bentsen  may  look  golden  to  a  party 
hungry  for  a  Presidential  candidate  who 
has  already  licked  George  Bush  once. 
By  Douglas  A.  Harbrecht  and  Howard  Gleck- 
man,  urith  Richard  Fly,  in  Washington 
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TAKEOVERS  I 


WOULD  YOU  PAY  $2  BILLION 
FOR  A  SICK 


Jaguar  could  give  dueling  bidders  GM  and  Ford  a  case  of  sticker  shock 


Bi 


ritain's  Jaguar  PLC  makes  sleek, 
fast,  and  very  expensive  automo- 
biles. And  it  has  successfully  cul- 
tivated an  enviable  English  blueblood 
image,  redolent  of  old  saddle  leather  and 
Burberrys  raincoats.  But  its  production 
is  so  inefficient  that  in  this  year's  first 
half,  it  lost  money.  So,  is  Jaguar  worth 
its  market  value  of  nearly  $2  billion? 

That's  what  General  Motors  Corp.  and 
Ford  Motor  Co.  are  pondering.  The 
world's  two  top  auto  makers  are  locked 
in  a  high-stakes  battle  for  control  of  Jag- 
uar, which  posted  revenues  of  about  $1.7 
billion  last  year.  Both  are  convinced  they 
need  to  move  into  the  high-margin  end 


seeking  U.  S.  government  approval  to 
buy  up  to  157f  of  the  British  company. 
Jaguar  hastened  its  search,  and  said  on 
Oct.  9  that  GM  was  mulling  a  minority 
stake  as  part  of  a  broader  pact.  Final 
word  could  come  by  the  end  of  October. 

Despite  the  prospect  of  a  GM  deal, 
Ford  isn't  backing  off.  Executives  have 
spent  months  planning  for  the  bid,  and 
one  insider  says  Ford  even  anticipated 
GM's  involvement.  Ford  is  also  intent  on 
pursuing  Jaguar  at  the  right  price,  even 
if  its  ongoing  quest  for  a  big  stake  in 
Sweden's  Saab  succeeds. 

The  options  available  to  the  two  De- 
troit giants  are  limited  by  rules  peculiar 


THOUGH  JAGUAR'S  PROFIT 
SLIPPED  INTO  REVERSE... 


...ITS  STOCK  PRICE 
IS  ROARING  AHEAD 


JAGUAR  ADRs, 
MONTHLY  NASDAQ  CLOSES 


DISCLOSURE  OF 
FORD'S  INTEREST 
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of  the  car  market,  as  their  Japanese  ri- 
vals have  done.  Although  troubled.  Jag- 
uar is  one  of  the  last  independent  luxury 
maniues  available.  But  the  prospect  of  a 
bidding  war  between  Detroit's  behe- 
moths has  sent  Jag  stock  roaring  up- 
wan.l  in  recent  weeks  (charts).  If  neither 
backs  down,  they  could  be  embroiled  in  a 
long,  expensive  tussle. 
preem:>tive  strike.  Jaguar  has  been 
looking  lor  a  big  brother  to  provide 
much-needed  funding  and  technology  for 
the  past  18  months.  Last  year,  it  met 
with  Ford.  But  talks  stalled  when  Jag's 
chairman.  Sir  John  Egan,  wouldn't  cede 
Ford  the  control  it  wanted.  Expecting 
Jaguar  to  strike  a  friendly  deal  with  an- 
other carmaker.  Ford  launched  a  pre- 
emptive strike  in  mid-September  by 


to  Jaguar.  When  the  carmaker  was  pri- 
vatized in  1984,  the  British  government 
retained  a  "golden  share"  that  blocks  a 
takeover  until  Jan.  1,  1991.  And  Jaguar's 
bylaws  limit  individual  stakes  to  157c — 
unless  three-fourths  of  the  shareholders 
vote  to  raise  that  cap.  So  Jaguar's  bank- 
ers will  have  to  concoct  a  special  option 
allowing  GM  to  increase  its  stake  later. 

Then,  says  Jaguar  investment  banker 
Odile  L.  Griffith  of  J.  0.  Hambro  Magan 
&  Co.,  the  company  will  call  an  extraor- 
dinary meeting — at  which  only  a  major- 
ity shareholder  vote  would  be  needed — 
to  seek  approval  for  the  wide-ranging 
GM  agreement.  The  meeting,  which  is 
likely  to  be  held  in  November  or  Decem- 
ber, promises  a  dramatic  face-off  be- 
tween Ford  and  GM.  Ford  will  lobby 


heavily,  arguing  that  a  sweetheart  0 
with  GM  would  greatly  reduce 
chances  of  a  full  bid  in  1991 — or  of 
auction  that  could  send  the  stock  spi 
ing  even  higher.  Jaguar  managemj 
will  counter  that  investors  would  r 
long-term  benefits  by  staying  in  an  ir  t 
pendent  company  backed  by  GM.  j 

No  matter  who  wins,  the  involvem  ; 
of  a  deep-pocketed  American  auto  ma  •  • 
makes  sense  for  Jaguar.  As  a  sn 
player,  it's  having  increasing  diffici  ■ 
keeping  up  with  the  pace  of  innoval  i; 
in  the  luxury  end  of  the  market.  J  :) 
Jaguar  is  still  plagued  by  quality  pi  -j^ 
lems:  In  the  latest  J.  D.  Power  &  As  -lit' 
ciates  survey  of  U.  S.  customer  satis:  n 
tion.  Jaguar  didn't  make  the  top  1  ■< 
when  just  two  years  ago  it  tied  ■ 
eighth  place.  Overreliance  on  the  U  ,i 
where  407  of  its  cars  are  sold,  has  i  )> 
hurt.  The  dollar's  prolonged  decline  iv 
a  general  slump  in  the  U.  S.  luxury-i' 
market  have  caused  profits  to  dwirlt 
steadily  to  zero  from  their  1985  peak 
BIGGER  BRAND.  Ford's  game  plan 
volves  a  major  cash  injection  to  b' 
quality  and  capacity.  One  priority  wc 
be  development  of  new  models  to  stn 
the  Jag  brand  name  beyond  the  XJ6 
dan  and  XJ-S  sports  car.  Jaguar  currei  |, 
sells  only  50,000  cars  a  year,  one-te 
the  level  of  rival  BMW.  "Tripling 
uar's  capacity  is  perfectly  conceivab 
says  Bruce  Blythe,  Ford's  director 
business  strategy  in  Europe.  Ford 
sees  cost  savings  in  joint  research 
development  and  in  purchasing. 

While  Ford  vows  to  keep  Jaguar  j 
stand-alone  unit,  it  would  need  to  tr 
carefully  for  fear  of  polluting  Jagu  juf,, 
snob  appeal.  "Uniqueness  is  what 
vinces  people  to  pay  $45,000  fo: 


ill 


am 


El:  OD 


Jaguar,"  says  John  K.  Lawson,  an  s  ^ 
lyst  at  Nomura  Research  Institut«  ^ 
London.  "It's  a  fashion  item,  and 
inevitably  more  difficult  to  keep  up 
image  if  it  becomes  part  of  a  la 
group." 

GM  would  avoid  that  problem  by  si  kjjj^ 
ing  with  a  minority  stake.  But  anal; 
wonder  what  rewards  GM  would  reaj 
307  share  of  Jaguar's  profits  won't 
vide  much  of  a  payback  for  an  inv 
ment  of  $600  million  or  more.  And 
cautious  approach  might  merely  prol 
Jaguar's  death  at  the  hands  of  Japar 
and  German  rivals. 

The  struggle  over  Jaguar  is  the  1 
major  takeover  confrontation  bet'vy 
GM  and  Ford  since  the  1985  auctioi 
Hughes  Aircraft  Co.  Then,  Ford 
poised  to  win  when  GM  made  a  $5.2 
lion  bid  that  many  analysts  found  e 
bitant.  Once  again,  Detroit's  crosst* 
rivalry  could  cost  one  party  dearly. 
By  Mark  Maremont,  with  Richard  A.  Met 
in  London  and  Daind  Woodruff  in  Detro\ 
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:SE  TWINS  SUBARU  AND  ISUZU:  JAPAN'S  'RISKIEST'  VENTURE  IN  THE  U.S.? 


I  UNEASY  ALLIANCE 
I  THE  WABASH 


iru-Isuzu's  Indiana  car-and-truck  plant  may  be  a  clumsy  combination 


ipanese  carmakers,  in  a  carefully 
:onceived  and  adroitly  executed  as- 
ault  on  their  American  rivals,  are 
ing  state-of-the-art  automated  fac- 
i  on  U.  S.  soil.  Right?  Not  exactly, 
odbye,  stereotypes.  Hello,  La- 
te, Ind.  On  Route  38  southeast  of 
,  Subaru-Isuzu  Automotive  Inc.  is 
rung  for  its  grand  opening  on  Oct. 
/hich  Japanese  Buddhist  calendars 
ise  will  be  a  lucky  day.  SIA  needs  all 
ack  it  can  get.  "Of  all  the  Japanese 
ires  in  the  United  States,  this  is 
)ut  a  doubt  the  riskiest  one,"  says 
'ann  N.  Keller,  vice-president  and 
notive  analyst  for  Furman  Selz 
?r  Dietz  &  Birney  Inc. 
iiNG  BETS.  Ironically,  the  plant  was 
aged  as  a  way  to  reduce  risk.  But 
ing  during  a  sales  slump  is  the  least 
A's  worries.  Its  owners  conceived 
built  the  plant  with  an  eye  toward 
ing  their  bets,  but  they  wound  up 
ing  about  as  many  problems  as 
solved. 

izu  Motors  Ltd.  and  Fuji  Heavy  In- 
dies Ltd.,  maker  of  Subaru  cars,  had 
r  before  worked  together  when,  in 
1986,  they  announced  plans  to  set 
joint  U.  S.  plant.  Their  major  Japa- 
rivals  already  had  or  were  building 
ries  in  the  U.  S.  Fuji  Heavy  and 
1  weren't  willing  to  be  left  behind 
vere  reluctant  to  take  such  a  major 
alone.  So  the  two  decided  to  share  a 
ty  and  thus  the  financial  exposure. 


Reflecting  its  greater  strength  in  the 
U.  S.  market  at  that  time,  Fuji  took  a 
51%  stake  in  the  venture,  which  would 
build  Subaru  cars  and  Isuzu  trucks  on 
the  same  line. 

Wary  of  producing  more  vehicles  than 
U.  S.  dealers  could  sell,  sia's  parents 
built  a  low-volume  plant.  Output,  split 
evenly  between  the  two  makers,  was  set 
at  120,000  vehicles,  half  the  size  of  most 
Japanese  transplants  in  America.  Only  a 
few  sections,  such  as  the  paint  shop, 
were  built  with  expansion  to  240,000 
units  in  mind.  SIA  also  spurned  expensive 
robots,  using  just  under  200,  compared 
with  350  at  Mazda  Motor  Manufacturing 
(USA)  Corp.  in  Flat  Rock,  Mich.,  and  over 
470  at  Diamond-Star  Motors  in  Normal, 
111.  Still,  the  SIA  plant's  price  tag  came  to 
$550  million.  That's  equal  to  the  cost  of 
Mazda's  plant  and  only  $50  million  less 
than  Diamond-Star's — and  they  both 
have  a  capacity  of  240,000  cars. 

The  problem?  Duplication.  In  essence, 
SIA  is  two  factories  under  one  roof.  Fol- 
low a  vehicle  down  the  line — or  lines. 


The  problem?  Duplication.  In 
essence,  SIA  has  built  two 
parallel  assembly  lines 
all  under  the  same  roof 


Giant  presses  stamp  flat  steel  into 
hoods,  side  panels,  and  other  parts  for 
both  cars  and  trucks.  Those  parts  then 
go  to  two  separate  body-assembly  lines, 
where  they're  welded  onto  the  frames  of 
Subaru  Legacy  cars  and  Isuzu  pickup 
trucks.  The  two  lines  converge  again 
into  a  single  paint  shop  and  then  split 
off  into  two  final-assembly  lines,  where 
workers  install  engines,  interiors,  and 
such.  The  lines  funnel  back  into  one  for 
final  inspection  and  for  driving  out  the 
one-vehicle-wide  exit  door. 

The  split  on  the  shop  floor  reflects  the 
struggle  to  reconcile  two  corporate  cul- 
tures. "It  would  be  like  Ford  and  GM 
going  into  a  joint  venture  in  Japan," 
says  Tim  Miller,  who  heads  the  plant's 
training  program.  Confronted  with  con- 
flicting operating  styles,  SIA  eventually 
set  up  totally  separate  purchasing  de- 
partments for  cars  and  trucks.  Major 
decisions  go  to  the  executive  committee, 
made  up  of  two  Japanese  executives 
from  Fuji  Heavy,  two  from  Isuzu,  and 
two  Americans  hired  by  SIA. 
RIGID  YOKE.  The  arrangement  rules  out 
flexibility.  While  Nissan  Motor  Manufac- 
turing Corp.  USA  can  shift  production  at 
its  Smyrna  (Tenn.)  plant  back  and  forth 
between  cars  and  trucks  as  demand  re- 
quires, SIA  will  have  a  hard  time  manag- 
ing such  a  rapid  response. 

That  won't  be  a  problem  as  long  as 
Isuzu's  truck  sales  just  about  match  Su- 
baru's  car  sales.  But  so  far  this  year, 
despite  a  slightly  weaker  truck  market, 
minority-partner  Isuzu's  truck  sales  are 
up  12''.  Those  sales  could  climb  further, 
since  the  U.  S.-manufactured  trucks  no 
longer  are  subject  to  a  25'/'  import  duty. 

Subaru's  Legacy,  however,  is  a  new 
model  that  hasn't  yet  established  itself 
against  such  formidable  competitors  as 
the  Toyota  Camry  and  Honda  Accord. 
Subaru's  total  car  sales  this  year  are 
down  4.5%.  Although  the  sia  output  may 
help  move  Subaru  into  Midwest  markets 
where  it  has  been  underrepresented, 
Fuji  Heavy  is  already  talking  about  ex- 
porting extra  cars  to  Taiwan. 

SIA  hasn't  made  any  formal  announce- 
ment of  plans  to  expand  to  240,000-vehi- 
cle  capacity.  That's  fine  with  Nikko  Se- 
curities Co.  International  analyst 
Kathleen  Heaney:  "Let's  see  if  we  can 
sell  these  first.  You  never  know  what's 
going  to  happen — look  at  Hyundai."  Af- 
ter peaking  in  1988,  the  Korean  carmak- 
er's sales  tumbled  30%  this  year. 

For  now,  SIA  must  cope  the  best  it  can, 
dependent  on  the  skills  of  its  two  sales 
arms  in  a  slumping,  overcrowded  car 
market.  Not  all  models,  or  makes,  will 
survive  the  long  road  ahead.  And  unless 
SIA  can  straighten  out  the  kinks  in  its 
production  line,  Oct.  16  may  not  turn  out 
to  be  such  a  lucky  day  after  all. 

By  James  B.  Treece  in  Lafayette,  Ind., 
with  Ted  H olden  in  Tokyo 
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ENTERTAINMENT  I 


OUT  OF  LUCK:  FEW  FINANCIERS  BELIEVED  SKASE  COULD  RUSTLE  UP  THE  MONET  TO  BUT  MGM/UA 


LEO  THE  LION 

IS  ON  THE  LOOSE  AGAIN 


How  Aussie  mogul  Cliristopher  Skase's  deal  to  buy  MGM/UA  fell  apart 


Australian  media  moj^ul  Christo- 
pher C.  Skase  had  plenty  to  think 
about  on  Sept.  16,  when  he  gath- 
ered his  top  advisers  for  a  three-day  re- 
treat at  the  La  Quinta  Hotel  resort  in 
Palm  Springs,  Calif.  The  chairman  of 
Qinte.K  Ltd.  had  just  stunned  the  enter- 
tainment world  by  pledging  .$L5  billion 
for  M(;m/ua  Communications  Co. — a  bid 
that  even  Rupert  Murdoch  wouldn't 
beat.  Between  tennis  matches  and 
rounds  of  golf,  the  41-year-old  Skase 
mapped  out  his  strategy,  which  included 
beefing  up  MGM/UA's  film  production 
and  an  overhaul  of  the  studio's  market- 
ing and  distribution  operation. 

Skase's  ambitious  plans  were  prema- 
ture. Unable  to  line  up  equity  partners, 
he  couldn't  get  the  $50  million  letter  of 
credit  needed  to  close  the  deal.  On  Oct. 
10,  three  weeks  after  the  letter  was  due, 
.\l(;M/r.\  pulled  the  plug.  Once  again, 
Murdoch  has  a  chance  to  add  one  of 
Hollv'A'ood's  best-known  movie  and  TV 
studios  to  an  empire  I  iiat  includes  Twen- 
tieth Century-Fox  Fili.i  Corp. 

Skase  has  his  own  version  of  what 
happened.  He  couldn't  be  reached  for 
comment,  but  in  a  letter  to  the  Austra- 
lian Stock  Exchange  (Brisbane),  he  main- 
tained M(;m  "unlawfully  terminated  the 
agreement."  Skase  claimed  the  studio 
had  asked  for  additional  letters  of  credit 
and  made  other  demands  that  "reflected 


attempts  by  .MCM  to  extract  higher  eco- 
nomic value  from  the  transaction."  MGM 
has  filed  suit  in  federal  court  in  Los 
Angeles.  It  states  that  Skase  breached 
his  contract  and  interfered  with  a  possi- 
ble sale  of  the  studio  to  Murdoch. 
ON  A  BINGE.  From  the  start,  few  Holly- 
wood financiers  believed  Skase  could 
rustle  up  the  money  to  buy  MGM/UA.  For 
nearly  two  years,  the  onetime  financial 
reporter  and  stockbroker  had  been  on  a 
binge,  borrowing  to  add  film  and  TV  pro- 
duction operations  and  resort  properties 
to  his  $587  million  company.  Meanwhile, 
Qintex  wrestled  with  bad 
news.  Striking  airline  pi- 
lots in  Australia  kept 
wealthy  patrons  away 
from  Qintex-owned  resorts 
at  home  and  in  Hawaii. 
Qintex'  five  TV  stations  in 
Australia  were  hurt  by  a 
softening  ad  market. 

Until  now,  Skase  seemed 
undeterred  by  those  and 
other  obstacles.  In  March, 
he  agreed  to  pay  $600  mil- 
lion for  the  United  Artist - 
portion  of  MGM/UA.  Aii' 
even  as  he  scrambled  to 
line  up  the  financing  for 
that  bid,  Skase  announced 
in  July  his  plans  to  pay 
$240  million  for  350  acres 


in  Dana  Point,  south  of  Los  Angeles.  le 
intends  to  build  a  plush  resort  thee 
including  condominiums,  a  golf  couii, 
and  a  shopping  center. 

On  Sept.  15,  Skase  raised  the  stakej 
his  attempt  to  build  his  position  in  H 
wood.  He  had  to  beat  Murdoch's 
billion  offer  for  all  of  MGM/UA.  & 
succeeded,  but  a  consortium  of  ba| 
headed  by  Bank  of  America  insisted 
he  line  up  $500  million  in  equity  hem 
they  would  finance  the  deal.  For  mom; 
after  that,  the  Aussie  shuttled  betwtii 
L.  A.,  Europe,  and  Asia  in  search  of  ji 
money  he  would  need  to  pull  off 
deal.  ■ 

'WORSE  SHAPE.'  Investors  with  whomae 
talked  worried  that  it  would  take  p.- 
more  than  the  $200  million  in  fresh  (Ji- 
tal  Qintex  executives  figured  they  wcfri 
need  to  restore  the  studio's  health,  "tie 
company  was  really  in  worse  shape 
Skase  had  counted  on,"  says  one  ban 
"It  was  going  to  take  an  awful  lol|f 
money  to  get  it  up  and  running  the 
he  wanted  it  to." 

Qintex'  stock  on  the  Brisbane 
change  has  plummeted  since  Skase 
nounced  his  plan  to  buy  mgm/ua.  In 
tors  were  concerned  about  Qintex 
billion  in  total  debt.  Already 
April,  to  trim  debt  Skase  had  sol 
49'a  stake  in  his  two  Australian  res 
for  $337  million  to  longtime  Japai 
partners  Mitsui  &Co.  and  Nippon  £ 
pan  Co. 

In  the  end,  Qintex'  deal  with  MGIV 
fell  apart  after  two  weeks  of  int« 
talks.  Skase  asked  MGM/UA  to  delay 
two  months  the  planned  Dec.  31  clo 
date  for  the  deal  and  to  waive  the  0 1 
million  letter  of  credit.  MGM  Chair 
Jeffrey  C.  Barbakow  said  he  would 
two  monthly  installments  of  $25  miljr. 
MGM/UA's  major  shareholder  Kirk 
korian  also  offered  $135  million  in  e( 
in  return  for  a  lo'/f  stake  in  the  sti 
"We  really  wanted  to  make  this 

but  we  were  worriedfail 
along  about  his  abilitrto 
close  it,"  says  Barbalw. 
"And  the  bottom  line  fia.- 
that  we  kept  hearing Ehc 
check  was  in  the  mail. 

That  check  will  no  diU 
find  its  way  to  Kerkolui. 
who  will  look  for  new  ly 
ers.  Murdoch  is  a  lielv 
candidate,  though  Nw? 
Corp.'s  chairman  isn't! 
vealing  plans.  If  he  ks 
make  the  bid,  he  will  d 
there's  still  one  Aussiel 
gul  in  Hollywood  whofen 
swing  the  big  deal,  i 

By  Ronald  Grorer  irhos 
Angeles,  with  Daind  LiW' 
man  in  New  York  f 
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EVISIONI 


ISPANIC  TV:  A  GREAT  WAY 
0  MAKE  A  KILLING,  RIGHT? 


vo  debt-laden  networks  are  suffering  from  cash  woes  and  low  ratings 


rhey  were  an  odd  couple  from  the 
start.  But  greenmailer  extraordin- 
aire Saul  P.  Steinberg  and  Hall- 
rk  Cards  Inc.  saw  dollar  signs  in  the 
)ercharged  Spanish-language  adver- 
ng  market.  By  1988,  each  had  spent 
irly  $500  million  to  create  competing 
mish  television  networks  to  grab 
fie  of  the  millions  Miller  Brewing  Co., 
)cter  &  Gamble  Co.,  and  other  mon- 
r  advertisers  were  throwing  into 
inish  ads.  But  ratings  have  slipped, 
ad  buyers  are  balking,  and  those 
ions  of  quick  profits  are  dimming, 
lampered  by  all  the  borrowing  they 
to  finance  their  buying  sprees,  both 


$15  million  by  selling  stock  to  Liberty 
Service  Corp.,  a  unit  of  Columbia  Sav- 
ings &  Loan  Assn.  that  already  owns 
177^  of  the  network.  Telemundo's  prob- 
lem: Despite  a  20.67'  increase  in  ad 
revenues  in  the  first  half,  it  lost  $27.8 
million  on  sales  of  $52.3  million.  In 
all,  Steinberg  has  lost  $114.8  million 
since  1986,  when  he  first  started  collect- 
ing his  seven  TV  stations  and  launched 
Telemundo. 

Privately  held  Hallmark,  which 
bought  the  26-year-old  Spanish  Interna- 
tional Network  in  1987,  is  faring  better, 
for  it  enjoys  a  healthy  ratings  advantage 
over  Telemundo.  But  Univision  Chair- 


EMUNDO'S  CAME/VARIETY  SHOW,  lA  FCRIA  DE  LA  AtCGRIA 


inberg's  Telemundo  Group  Inc.  and 
llmark's  Univision  are  certain  to  lose 
ney  this  year.  More  red  ink  is  likely 
ilow  as  the  two  networks  spend  heavi- 
to  lure  viewers  even  as  growth  for 
inish-language  ads  slows.  "We're 
Icing  at  1992  before  we'll  be  profit- 
e,"  predicts  Henry  R.  Silverman,  Te- 
lundo's  president  and  chief  executive, 
at  we're  certainly  not  pushing  any 
lie  buttons  around  here." 
PENSIVE  JUNK.  Yet  Telemundo,  which 
June  30  had  just  $13.3  million  in  equi- 
to  support  more  than  $300  million  in 
)t,  is  scrambling  for  cash.  On  Sept.  24, 
iold  $15  million  in  newly  issued  stock 
another  Steinberg-controlled  compa- 
Reliance  Insurance  Co.  A  month  ear- 
Telemundo  had  raised  an  additional 


man  J.  William  Grimes 
says  his  network  will  be 
lucky  to  break  even  this 
year  even  though  he 
sees  ad  revenues  rising 
17'/;,  to  about  $160  mil- 
lion. The  culprit:  $500 
million  in  debt,  half  at 
expensive  junk  rates, 
that  Hallmark  issued  to 
buy  Univision  and  nine  TV  stations. 

IDespite  the  losses,  both  networks  are 
spending  heavily  to  lure  viewers  with 
American-made  programs.  Among  its  of- 
ferings, Telemundo  airs  a  Spanish  rock 
video  program  produced  by  MTV,  while 
Univision  presents  Christina,  a  talk- 
show  takeoff  of  Oprah  Winfrey.  The 
programs  are  livelier,  but  defections  to 


-WEEK  RATINGS 
FOR  8  PM  -9  PM.  PERIOD 
UNIVISION  AND  TELEMUNDO  COMBINED 


MAY    NOV.  88     FEB.    MAY '89 
▲  MIlllONS  OF  HOUSEHOLDS- 
-BASED  ON  5,973,900  HISPANIC  HOUSEHOLDS  IN  THE  U.S. 
DATA:  SIWTKYRBEARCH  COW 


cable  and  English  TV  have  lowered  rat- 
ings. Miami-based  Strategy  Research 
Corp.  says  ratings  for  Univision  and 
Telemundo  together  are  off  since  May, 
1988,  in  its  prime-time  7  p.m.  and  8 
p.m.  slots  (chart).  Although  up  at 
9  p.m.,  the  two  networks  still  deliver  less 
than  half  the  6  million  U.  S.  Hispanic 
households. 

That  translates  into  problems  with  ad- 
vertisers. Although  Hispanics  are 
among  the  fastest-growing  segment  of 
the  population  and  make  up  8.17'  of  U.  S. 
residents,  Spanish  networks  this  year 
will  garner  only  about  27-  of  the  $11 
billion  the  Big  Three  networks  will  com- 
mand. They've  had  particular  problems 
prying  more  money  from  such  major 
U.  S.  advertisers  as  Detroit  auto  makers. 
Although  the  Chevrolet  Motor  Div.  of 
General  Motors  Corp.  gets  127  of  its 
sales  from  Hispanic  customers,  it  de- 
votes a  much  smaller  part  of  its  ad  bud- 
get to  Hispanic  media,  says  Dannielle  K. 
Colliver,  manager  of  car  advertising.  Be- 
cause the  Hispanic  population  is  so  con- 
centrated geographically,  and  media  oth- 
er than  TV  are  limited,  she  says  that 
there's  no  need  to  spend  proportionately 
to  reach  potential  buyers. 
BUYING  POWER.  Thus,  Telemundo  and 
Univision  must  convince  advertisers  that 
they  can  deliver  hard-core  consumers. 
Complicating  matters,  the  growth  of  all 
Hispanic  ad  sales  will  slow  to  67  this 
year,  from  137  in  1988,  according  to  His- 
panic Business  magazine.  The  Spanish 
nets  hope  a  recent  deal  with  Nielsen  Me- 
dia Research  will  add  credibility  to  their 
ratings.  And  on  Nov.  1,  Univision's 
Grimes  will  address  nearly  200  car  and 
other  ad  executives  in  Detroit.  The  pitch: 
With  a  $30,243  average  annual  income, 
Hispanics  have  $171  billion  in  buying 
power.  Another  Univision  study  shows 
88  products  Hispanics 
are  more  likely  to  buy. 
Among  them:  mouth- 
wash and  oven  cooking 
bags. 

Fatter  accounts  from 
Ford  Motor  Co.  or 
Chrysler  Corp.  would 
obviously  help  a  lot. 
But  for  now,  Telemun- 
do's Silverman  says  he 
may  have  to  sell  more 
stock  to  lower  debt. 
That  might  be  a  tough 
sale,  given  Telemundo's 
current  record  in  the 
After  going  public  at 
the  shares  re- 


OUT  SPANISH  TV 


stock  market: 
$10.50  in  August,  1987, 
cently  hit  $6.50.  Univision's  Grimes  says 
he'll  likely  have  to  refinance  next  year, 
when  he  intends  to  build  a  new  studio  in 
Los  Angeles.  So  the  odd  couple  will  have 
to  wait  before  they  can  cheer:  Ole! 

By  Ronald  Grover  in  Los  Angeles,  nnth 
Wendy  Zellner  in  Detroit 
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STRATEGIES! 


MERCK  WANTS  TO  BE  ALONE— 
BUT  WITH  LOTS  OF  FRIENDS 


Instead  of  looking  to  merge,  it's  creating  a  network  of  alliances 


It's  not  easy  being  a  giant  drugmak- 
er.  Drug-development  costs  are  soar- 
ing, generics  are  nipping  at  sales, 
and  prices  are  under  mounting  pressure. 
That  heat  recently  drove  SmithKline- 
Beckman  Corp.  to  merge  with  Britain's 
Beecham  Group  PLC  and  sent  Squibb 
Corp.  to  the  altar  with  Bristol-Myers  Co. 

The  toughest  challenge,  though,  may 
be  the  one  facing  industry  leader  Merck 
&  Co.  Although  it  pumped  out  10  major 
new  drugs  in  the  past  four  years  and 
doubled  sales  since  1981  to  an  estimated 
$6.5  billion  this  year,  its  growth  is  al- 
ready slowing.  Worse  yet,  the  drugs 
now  in  the  company's  pipeline  can't  pos- 
sibly repeat  that  performance. 

Unlike  its  rivals,  though,  Merck  isn't 
trying  to  stay  on  top 
through  mergers  and  acqui- 
sitions. Instead,  it's  forging 
a  network  of  strategic  alli- 
ances that  will  give  it  ac- 
cess to  new  markets  and 
new  technologies  (table).  In 
the  past  few  weeks,  Merck 
acquired  key  research  from 
Du  Pont  Co.,  rights  to  prof- 
itable over-the-counter 
drugs  from  Id  Americas 
Inc.,  and  tightened  its  ties 
to  two  biotechnology  com- 
panies. "We're  trying  to  be 
creative  in  a  merger-mania 
world,"  says  Francis  H. 
Spiegel  Jr.,  senior  vice-pres- 
ident and  top  dealmaker  at 
Merck.  "Rather  than  pay- 
ing to  acquire  a  company, 
we're  trying  to  come  u]) 
with  deals  where  we  can  go 
dollar  for  dollar." 
NEW  CLASS.  Consider 
Merck's  Sept.  28  deal  with 
Du  Pont  Co.  Since  1982,  Du 
Pont  has  spent  some  $2  bil- 
lion on  research,  including 
the  development  of  an  im- 
portant new  class  of  hyper- 
tension and  heart-disease 
compounds.  While  it  leads 
in  that  rese.irch,  products 
are  far  from  market-ready. 
Meanwhile,  Du  Pont  has  an 
underutilized  400-person 
sales  force. 

In  a  deal  that  took  more 
than  a  year  to  work  out, 


Merck  traded  marketing  rights  to  some 
of  its  drugs  for  rights  to  develop  Du 
Pont's  heart  drugs,  which  could  snare  a 
big  chunk  of  what  is  now  a  $7  billion 
world  market  by  the  mid-'90s.  "It's  a 
real  win-win  deal,"  says  Norman  C. 
Selby,  head  of  the  health  care  practice  at 
McKinsey  &  Co.'s  New  York  office. 

The  pact  gives  Du  Pont  North  Ameri- 
can marketing  rights  to  Merck's  Sine- 
met,  a  Parkinson's  disease  drug  now 
worth  about  $120  million  in  the  U.S. 
Du  Pont  also  shares  European  rights  to 
a  drug  that  pairs  Merck's  big-selling  Va- 
sotec antihypertensive  medicine  with 
that  company's  HydroDiuril  diuretic. 

Merck  takes  the  lion's  share  of  pro- 
spective revenues  from  commercializing 


I 


VAGELOS:  STRONGER  TIES 
TO  BIOTECH  STARS 
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MERCK  JOINS  HANDS  IN  THE  GU>BAL  MARKET 

1983  Licenses  U.S.  and  European  rights  to  Pepcid,  a  $340  million-a- 
year  anti-ulcer  drug,  from  Japan's  Yamanouchi  Pharmaceutical 


1984  Bought  majority  stake  in  Banyu  Pharmaceuticals  Ltd.  of  Japan 

1986  Joins  with  ICI  Americas  to  co-market  an  antihypertensive 
drug — ICI  calls  it  Zestril,  Merck  calls  it  Prinivil — and  gets  co-market- 
ing rights  on  ICI's  compound  for  diabetes,  Prodiax 

MARCH,  1 989  Sets  up  a  50-50  joint  venture  with  Johnson  &  Johnson  to 
acquire,  develop,  and  market  over-the-counter  drugs 

SEPTEMBER,  1989  Decides  to  help  develop  Du  Pont  compounds  for 
high  blood  pressure  and  heart  disease  for  co-marketing  rights.  Gives 
Du  Pont  exclusive  North  American  marketing  rights  to  Sinemet,  for 
Parkinson's  disease,  and  co-promotional  rights  to  Vaseretic,  a  high- 
blood-pressure  medicine 

OCTOBER,  1989  Agrees  to  swap  Mylanta  antacid  and  other  over-the- 
counter  products  from  ICI  Americas  for  antidepressant  Elavil 


Du  Pont's  research  on  so-called  an^i- 
tensin  II  receptor  antagonists,  whh 
blocks  the  action  of  a  hormone  that  ci- 
trols  blood  pressure.  If  the  hypertensi 
drugs  fail,  it  gets  first  crack  at  pronv- 
ing  work  in  treatments  for  inflamr.v 
tion,  cancer,  and  Alzheimer's  diseasei; 

On  the  heels  of  the  Du  Pont  d^l, 
Merck  bolstered  its  position  in  over-t^ 
counter  drugs.  Last  March,  it  formeca 
joint  venture  with  Johnson  &  Johnsofiio 
develop  and  market  nonprescript  n 
drugs  such  as  a  version  of  Pep4; 
Merck's  anti-ulcer  treatment.  On  Oct}, 
the  partners  agreed  to  buy  ici's  U|. 
over-the-counter  business  for  $450  m- 
lion.  The  deal  gives  the  partners  rig|s 
to  $90-million-a-year  Mylanta  antacid 
other  products.  In  return,  Merck  g^ 
ICI  its  Elavil  antidepressant,  a  $25-^- 
lion-a-year  drug  plagued  by  sales  t*t 
are  slipping  by  157<'  to  207c  a  year,  t 
WET  INK.  Merck  is  also  forging  clo  r 
ties  with  biotechnology  companies  t  it 
are  exploring  potentially  valuable  r  i 
drugs.  In  early  October,  Merck  inke  i 
five-year  research  agreement  with  - 
mulogic  Pharmaceutical  Corp.,  a  thi  i- 
year-old  startup  headqi  »- 
tered  in  Cambridge.  Mii 
Funding,  which  may  exc| 
$20  milhon,  will  be  usei 
develop  drugs  for  auto- 
mune   diseases  such 
rheumatoid  arthritis  and| 
venile    diabetes.  Th 
drugs,     says  Male* 
Gefter,  a  former  Massa 
setts  Institute  of  Tech 
ngy  professor  who  foun| 
(lie  company,  "will  be 
first  to  actually  interven, 
the  course  of  the  dise: 
not  just  treat  symptoni 
At  the  same  time.  Merclli 
creased  its  equity  post 3! 
in  Immulogic  and  anoler 
Cambridge  startup,  Roli 
gen  Corp. 

The  Du  Pont  and  Ci 
deals  will  cost  Merck  smc 
$200  million  a  year  in  sfss 
But  if  they're  successiil 
it's  a  small  price  to  payo' 
remaining  independent,  u 
even  Merck  Chairman  ^r 
P.  Roy  Vagelos  doesn't  lie 
out  a  merger  down  he 
road.  "At  this  time,  im- 
pendence is  the  way  to 
he  says.  "But  that's  noto 
say  at  some  time  we  ciild 
not  see  it  another  wn" 
Such  are  the  uncertairie.s 
all  drugmakers  now  fac. 
By  Joseph  Weber  in  FhiM- 
phia,  untk  Emily  T.  Smit^in 
New  York- 
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BANKING  I 


SUDDENLY,  ALL  THIS  TERRA 
DOESN'T  FEEL  SO  FIRMA 


Across  the  U.S.,  bankers  ai"e  biting  their  nails  over  real  estate  loans 


For  the  past  five 
years,  commercial 
real  estate  lending 
has  proved  to  be  a  truly 
enriching  experience  for 
U.  S.  bankers.  Now,  it's 
turning  out  to  be  one  of 
the  most  treacherous,  too. 

In  early  October,  tlie 
venerable  Bank  of  Boston 
Corp.  and  its  neighbor, 
Bank  of  New  England 
Corp.,  reported  that  they 
had  run  afoul  of  troubled 
real  estate  loans.  Their 
woes  have  heightened  con- 
cern that  banks  may  have 
overextended  themselves 
in  a  market  notorious  for 
boom-and-bust  cycles. 

The  growing  apprehen- 
sions about  real  estate 
aren't  limited  to  the  North- 
east. In  some  areas  of  the 
Southeast  and  Midwest, 
the  building  boom  has 
peaked.  Office-building  va- 
cancy rates  stand  at  217' 
in  Fort  Lauderdale,  Fla., 
and  26'^'  in  New  Orleans. 
In  Milwaukee,  237'  of 
available  space  is  empty. 
By  contrast,  the  vacancy 
rate  in  Boston  is  147.  "I 
am  concerned  that  perspective  is  being 
lost  and  that  the  world  thinks  the  North- 
east has  slipped  207,  while  the  rest  of 
the  world  is  growing  207.  That's  just 
not  the  case,"  says  John  W.  Flynn,  chief 
financial  officer  at  Fleet/Norstar  Finan- 
cial Group  Inc.,  a  Rhode  Island  bank 
holding  company. 

SLOWER  LENDING.  Banks  became  big 
lenders  to  develoi)ers  in  the  early  1980s 
when  the  real  estate  market  staged  a 
strong  recovery.  Lx)an  jjroduction  accel- 
eiatcd  mid-decade  when  bankers  stopped 
lending  to  developing  countries  and  cor- 
porate borrowers  turned  to  the  public 
credit  markets. 

As  a  result,  commercial  real  estate 
lending  has  been  one  of  the  fastest- 
growing  loan  categories,  up  277  in  1987 
and  197  in  1988  (table).  That's  twice  the 
rate  of  increase  of  total  bank  loans.  And 
because  it's  considered  a  riskier  loan, 
rates  and  fees  tend  to  be  higher.  "It's 
definitely  one  of  the  more  profitable  ac- 


tivities for  banks,"  .-^ays  Suuk lard  & 
Poor's  Corp.  analyst  Robert  Swanton. 

Still,  bankers  haven't  been  blind  to 
problems  in  the  real  estate  sector.  The 
tide  of  bad  loans  that  swept  the  South- 
west, notably  in  Te.xas,  roughed  up 
many  banks.  Bankers  began  cutting 
back  on  new  lending  last  year  when  it 
became  apparent  that 
new  office  space  wasn't 
attracting  customers. 
But  Felice  M.  Gelman 
of  Dillon,  Read  &  Co. 
points  out  that  the  re- 
sult of  fewer  new  loans 
and  more  maturing 
loans  is  a  higher  per- 
centage of  nonperform- 
ers.  The  first-half  dete- 
rioration in  bank-loan 
portfolios  has  been  dra- 
matic. Nonperforming 
real  estate  loans  stood 
at  $31.7  billion  at  the 
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BANKS  RUSH  INTO 
HIGHER-RISK  LOAHS 


Region                 Growth  in  construc- 
tion and  commercial 
mortgage  lending* 

NORTHEAST 

36.4% 

MID-ATLANTIC 

22.7 

SOUTHEAST 

22.4 

MIDWEST 

28.4 

SOUTHWEST 

3.2 

WEST 

25.2 

NATIONAL  AVERAGE 

24.1 

*Two-year  growth  rate  (1987-88) 
DATA:  STANDARD  &  POOR'S  CORP 


end  of  the  first  half,  more  than  doub 
1984's  amount. 

The  situation  at  individual  banks  ^ 
even  more  alarming.  For  the  first  halff 
1989,  nonperforming  real  estate  asse>, 
including  loans  and  foreclosed  prop;- 
ties,  were  up  507  at  the  Bank  of  Bost*. 
They  almost  doubled  at  the  Bank  if 
New  England.  Nonperformers  rose  7|« 
at  Suntrust  Banks  Inc.,  a  superregio^l 
based  in  Atlanta.  And  at  Citicorp,  fa 
largest  U.  S.  real  estate  lender,  the  to.l 
was  nearly  $1.6  billion,  up  807  from  te 
end  of  1988. 

'SIGNIFICANT  HITS.'  Few  analysts  beli(e 
the  current  problems  will  lead  to  ccti 
mercial  banking's  version  of  the  thifb 
crisis.  But  "New  England  has  starteca 
trend,"  says  Swanton.  "You're  goingo 
see  a  lot  more  reserving  elsewhere  wr 
the  quarter."  Bank  of  Boston  on  Oct2 
raised  its  reserves  against  bad  loani- 
niainly  problem  real  estate — by  $370  rl- 
lion,  which  translates  into  a  third-qu.'- 
ter  loss  of  $125  million.  And  Bank  if 
New  England  may  sell  part  of  its  prot 
able  leasing  business  to  Bank  of  TolO 
Ltd.  in  what  some  analysts  speculates 
a  prelude  to  boosting  reserves.  Mc3- 
over,  both  banks  are  under  pressfe 
from  the  Comptroller  of  the  Currencjto 
tighten  real  estate  lending  practices. 

And  the  damage  may  not  have  endd 
with  the  third  quarter.  Bad  loans,  sis 
Lynn  M.  Barry,  an  economist  with  ie 
St.  Louis  Federal  Reserve  Bank,  "coid 
be  a  very  bad  problem  if  interest  ra» 
start  rising  or  the  economy  starts  fd 
slow  down.  Some  banks  are  going;o 
take  some  significant  hits." 

Barring  a  sudden  economic  uptn, 
most  banks  will  clamp  down  furthenn 
real  estate  lending.  But  it  will  taka 
while  for  the  market  to  digest  exist.g 
construction  as  well  as  at  least  $100 11- 
lion  in  foreclosed  properties  seized  fjm 
insolvent  thrifts  by  Resolution  Ti5t 
Corp.  Although  concentrated  in  le 
Southwest,  there  are  enough  proper?? 
scattered  around  the  country  to  depiSs 
local  real  estate  markets.  In  Floila 
alone,  RTC  will  soon  begin  selling  s(ie 
$4.9  billion  worth  off- 
sets— mostly  comnr- 
cial  real  estate  projes. 

The  RTC  auct-n 
won't  wind  down  util 
the  1990s  are  well  p.- 
der  way.  By  then,  lie 
big  profits  that  real-s- 
tate loans  netted  inle 
1980s  will  hold  sent 
consolation  for  bank's. 

By  John  Meekaiin 
New   York,   with  La\0 
Jereski  in  Boston, 
erine  Yang  in  Wash'.g- 
ton,  and  bureau  rejoc!^ 


BHP  Petroleum  Pty  Ltd 

a  wholly  owned  subsidiary  of 

The  Broken  Hill  Proprietary 
Company  Limited 

has  acquired 

Pacific  Resources,  Inc. 

Morgan  Guaranty  assisted  in  the  negotiations 
and  acted  as  financial  advisor  to 
BHP  Petroleum  Pty  Ltd 
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PUBLISHING  I 


AMEX  GOES 
FOR  THE  GIOSSIES 


Pani  Fiori's  mission:  To  build  a 
$500  million  magazine  empire 


When  Travel  &  Leisure  maga- 
zine unveiled  its  special  travel- 
and-romanee  edition  last  year, 
American  Express  Publishing  Corp.  put 
on  a  bash  at  New  York's  newly  restored 
Rainbow  Room.  Pamela  Fiori,  editor-in- 
chief  of  AmEx's  now  18-year-old  flag- 
ship publication,  took  that  chance  to  ful- 
fill a  dream.  "I've  always  wanted  to  sing 
at  the  Rainbow  Room,"  she  told  her  au- 
dience of  300.  With  that,  Fiori  signaled 
the  band  and  launched  into  what  she 
calN  u  "Fiex  Harrison  rendition"  of  Let's 


Gel  A  way  Fnmt  It  All.  Recalls  T&L  Pub- 
lisher James  S.  Berrien:  "It  was  really 
cool.  She's  got  a  great  voice." 

Fiori,  45,  may  have  to  start  saving 
that  voice  for  giving  advice.  She  made 
her  mark  taking  T&-L  from  a  freebie  for 
cardiiolders  to  a  respected  magazine 
atop  its  field.  "Her  reputation  is  extraor- 
dinary," says  Jim  P)(jddorf,  ex(  cutive 
vice-president  at  Veronis,  Suhler  li  Asso- 
ciates, an  investment  bank  specializing 


in  media  deals.  "She  gets  the  credit  for 
bringing  T&L"  to  its  current  success. 

Now,  AmEx  wants  Fiori  to  apply  her 
editorial  talents  to  building  an  empire  by 
naming  her  editorial  director  of  its  mag- 
azine group.  In  that  newly  created  job, 
she  joins  Publishing  Corp.  President 
Thomas  0.  Ryder  on  a  mission  to  build  a 
major  stable  of  consumer  magazines 
that  will  rival  that  of  Conde  Nast  Publi- 
cations Inc.  Within  five  years,  Ryder 
says  he  wants  to  boost  revenues  to  $500 
million  from  $130  million  this  year  and 
go  from  6  to  "15  or  20"  magazines. 
ROLE  MODEL.  AmEx  has  a  headstart. 
Three  years  ago,  it  owned  just  Tra  vel  & 
Leisure  and  Food  &  Wine.  Now,  AmEx 
operates  two  trendy  regional  maga- 
zines— L.  A.  Style  and  New  York  Wom- 
an— and  last  month,  it  said  it  would  pur- 
chase the  hot  consumer  monthly 
Atlanta  from  MetroCorp.  "We've 
reached  the  point  where  it  is  clearly  nec- 
essary to  have  someone  worrying  about 
editorial  affairs  on  a  daily 
basis,"  says  Ryder. 

That  means  doing  more 
than  working  with  editors  at 
existing  magazines.  Fiori 
will  advise  Ryder  on  acquisi- 
tions as  well  as  developing 
new  magazines.  The  key, 
says  Fiori,  will  be  catering 
to  the  well-heeled,  sophisti- 
cated consumers  that  AmEx 
wants  for  cardholders.  "It's 
not  the  conspicuous  consum- 
er we  want,"  says  Fiori. 
"It's  a  selective,  discriminat- 
ing consumer."  As  a  role 
model,  both  Fiori  and  Ryder 
pick  Conde  Nast.  Vanity 
Fair,  Vogue,  and  other  slick 
publications  are  all  "maga- 
zines of  the  moment,"  Fiori 
^ays — a  standard  she'll  set 
for  all  new  titles. 

Fiori  may  only  be  return- 
ing the  compliment.  In  1987, 
<  'onde  Nast  took  a  look  at 
/ct-L's  1.1  million  circulation 
and  growing  ad  revenues 
and  decided  to  cut  itself  a 
piece  of  the  action.  That 
September,  it  launched  Con- 
de Nast  Traveler.  The  move 
put  Fiori  on  her  toes,  but 
after  18  years  at  T&L,  she  met  the  chal- 
lenge: She  kept  ad  sales  growing  last 
year  to  $44.8  million,  keeping  T&L  No.  1. 

As  editorial  director  for  the  magazine 
group,  Fiori  will  have  to  say  goodbye  to 
her  post  at  T&L.  But  the  singing  career 
she  began  at  that  magazine  may  not  be 
over.  If  she  gets  the  chance  again,  says 
Fiori,  she  has  the  tune  all  picked  out: 
The  Best  Is  Yet  to  Come. 

By  Andrea  Rothman  in  New  York 


ECONOMICS  I 


AT  lONG  LAST, 
LAURELS 


An  economics  pioneer  wins  the 
Nobel  prize  for  early  forecasting 


e; 


iconomic  forecasting,  it's  clear, 
more  an  art  than  a  science.  But  e 
I  Oct.  11,  the  Royal  Swedish  Acad 
my  of  Sciences  reached  back  to  honor  £ 
economist  who  helped  lay  the  scientif 
groundwork  for  large-scale  econom 
model-building.  The  1989  Nobel  prize  fi 
economics  went  to  Trygve  Haavelmo, 
77-year-old  professor  at  Oslo  Universit 
for  research  done  in  the  1940s.  His  co 
tribution:  a  statistical  procedure  f 
making  forecasts  when  both  supply  ar 
demand  are  in  flux.  Haavelmo's  wo) 
underlies  most  of  the 
economic  and  finan- 
cial models  used  to- 
day. "When  you  dig 
down  to  the  founda- 
tions," says  Nobel 
prizewinner  Robert 
Solow  of  Massachu- 
setts Institute  of 
Technology,  "you 
find  Haavelmo." 

The  procedures 
Haavelmo  developed 
find  applications  in 
almost  every  area  of 
economics.  For  example,  a  rise  in  inte 
est  rates  reduces  the  supply  of  hom 
that  builders  can  put  on  the  market.  ^ 
the  same  time,  it  depresses  the  demai. 
from  potential  buyers.  Looking  at  or' 
one  side  of  the  market  gives  incorre. 
predictions,  since  both  supply  and  c- 
mand  are  changing.  Haavelmo  was  c 
of  the  first  to  recognize  the  problem  ai. 
provide  a  general  method  for  untanglii' 
supply  from  demand.  "He  set  the  whc 
tone  for  modern  econometrics,"  says  ^■ 
bel  prizewinner  Lawrence  Klein  of  t> 
University  of  Pennsylvania. 

Perhaps  the  most  curious  aspect 
Haavelmo's  award  is  that  it  comes  ' 
years  after  he  performed  the  work  tli* 
earned  him  the  honor.  Part  of  the  exp- 
nation  is  that  economics  is  a  comparati: 
latecomer  to  the  Nobel  prize  stable.  T^ 
initial  awards  in,  for  example,  physi; 
and  medicine  were  given  out  in  1901,  b; 
it  was  1969  before  the  the  first  ecoi- 
mist  received  a  Nobel  prize.  This  \v- 
start  left  a  long  list  of  worthy  potenti 
recipients.  As  a  result,  says  Dale  Jorge, 
son  of  Harvard  University,  "this  awai 
is  15  years  overdue." 

By  Michael  J.  Mandel  in  New  rcfj 
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^^Cemex,  S.A. 

has  acquired 

Empresas  Tolteca  de  Mexico,  S.A.  de  C.V. 

a  joint  venture  between  Blue  Circle  Industries  PLC  and 
a  group  of  Mexican  investors, 

and 

the  western  U.S.  cement  properties  of 
Blue  Circle  Industries  Pic 

Cemex  now  becomes  the  second  largest  cement  producer 
in  the  Americas  and  one  of  the  top  four  in  the  world. 
It  also  becomes  the  largest  Mexican  private  sector  company 
with  a  combined  market  capitalization  of  U.S. $1.  7  billion. 

Morgan  Guaranty  acted  as  financial  advisor 
and  escrow  agent  to  Cemex  in  this 
U.S.  $725  million  transaction. 


JPMorgan 
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REACH  OUT  AND 
COUNTERSUE  SOMEONE 


►  Those  long-distance  love- 
birds, AT&T  and  MCI,  are  at  it 
again.  MCI  Chairman  William 
McGowan  used  to  make  a 
sport  of  tweaking  his  giant  ri- 
val, running  ads  saying  MCl's 
phone  service  was  better  and 
cheaper  than  AT&T's.  But 
AT&T  has  struck  back  with  its 
own  pitch,  advising  phone 
customers  to  read  the  fine 
print  in  its  competitors'  ads 
and  compare  prices  and  cjuali- 
ty  of  service. 

Now,  the  two  combatants 
are  suing  each  other.  On  Oct. 
10,  M(T  filed  a  lawsuit  in 
Washington  federal  court 
claiming  that  recent  AT&T 
(trint  and  broadcast  ads, 
which  suggest  that  .MCI  ser- 
vice is  inferior,  are  misleading 
and  defamatory.  AT&T  says 
it  will  countersue  MCl. 
McGowan's  company  will  now 
have  to  prove  in  court  that  its 
service  is  better  and  cheaper 
than  AT&T's. 


DISCOUNT  CHAINS 

AT  KNOCKDOWN  PRICES 


►  May  Department  Stores  has 
unloaded  its  Caldor  and  Ven- 
ture discount  chains.  On  Oct. 
11,  Odyssey  Partners,  a  New 
York  investment  firm,  agreed 
to  buy  Caldor's  118  stores  in  a 
deal  valued  at  $5-52  million, 
|)lus  20'a  of  Odyssey's  buyout 
vehicle,  cai.  Holdings. 

As  for  the  7.>store  Venture 
chain.  May  plans  to  spin  it  off 
to  shareholders  in  a  tax-free 
distribution  of  shares.  Wall 
Street  wasn't  cra'/.y  about  the 
news.  May's  stock  closed  at 
48%,  down  The  reason: 
Analysts  figured  Venture  and 
Caldor  would  fetch  a  com- 
bined $1.5  billion  or  so. 


RAMAi 
ON  Ail 


►  Seems  it's  snake  eyes  every 
time  Ramada  rolls  the  dice. 
Its  hotel  business  is  in  the 
dumps,  and  casino  profits 


have  been  uneven.  A  restau- 
rant acquisition  didn't  pan 
out,  and  an  agreement  last 
year  to  sell  a  group  of  hotels 
fell  through. 

Now,  Ramada  has  yanked 
its  much-delayed  $400  million 
junk-bond  offering,  blaming  a 
slumping  junk  market.  The  fi- 
nancing flop  threatens  Rama- 
da's  six-month-old  deal  to  sell 
its  hotels  to  New  World  De- 
velopment, of  Hong  Kong, 
and  Prime  Motor  Inns,  of 
Fairfield,  N.J.,  for  $540  mil- 
lion and  to  spin  off  its  casino 
operations  to  shareholders. 
Ramada  says  it  will  try  again 
with  a  new  restructuring  plan 
that  calls  for  a  modification  of 
the  proposed  payment  of 
stock  and  $7  per  share  in  cash 
to  its  shareholders. 


DETROIT  IS  MESHING 
ITS  GEARS 


►  General  Motors  and  Chrys- 
ler are  going  into  business  to- 
gether— to  make  manual 
transmissions.  Chrysler  will 
assign  its  New  Process  Gear 
Div.  plant  in  Syracuse,  N.  Y., 
to  the  yet-unnamed  venture 
and  take  a  64''!  stake;  (iM  will 
contribute  its  Hydra-matic 
Div.'s  Muncie  (Ind.)  plant  in 
return  for  a  367'  holding.  The 
Chrysler  i)lant  has  been  run- 
ning overtime  to  fill  orders, 
including  some  from  GM, 
while  the  CM  plant  has  been 
operating  below  capacity. 

The  betting  is  that  Wash- 
ington's antitrust  enforcers 


STALKING  THE  GIOBAL  ROACH 


The  U.  S.  may  have  competitive 
problems  in  other  spheres,  but 
when  it  comes  to  cockroach  con- 
trol, we're  No.  1.  The  product 
that  put  the  U.  S.  on  top:  Com- 
bat, made  by  American  Cyana- 
mid.  Savvy  global  marketer  that 
it  is,  Cyanamid  is  now  sharing 
the  blessings  of  a  roach-free  ex- 
istence with  the  world. 

Hawking  Combat  overseas 
calls  for  creative  selling  strate- 
gies. In  Australia,  Cyanamid  is  capitalizing  on  that  count-'? 
sports  rivalry  with  New  Zealand,  whose  top  soccer  teanis 
known  as  the  Cockroaches.  In  China,  the  company  is  tryinjoj 
dispel  the  notion  that  roaches  don't  dare  cross  a  line  of  bic 
acid  drawn  on  the  floor.  Japan  is  getting  special  attentn. 
Feelings  about  roaches  are  summed  up  in  one  homemak  ;• 
comment  to  Cyanamid's  market  researchers:  "I'm  so  emir- 
rassed  by  them.  When  the  exterminator  van  pulls  up  in  fint 
of  my  house,  I  hope  my  neighbors  think  I'm  having  an  affa." 


won't  oppose  the  unprecedent- 
ed alliance.  Having  approved 
a  carmaking  venture  between 
GM  and  Toyota,  the  world's 
No.  1  and  No.  'i  carmakers, 
they  would  have  a  difficult 
time  explaining  their  opposi- 
tion to  a  parts-making  combi- 
nation between  GM  and  the 
No.  7  carmaker. 


McCAW  TIGHTENS 
THE  SCREWS  ON  LIN 


►  The  rope  is  tightening  in 
the  tug-of-war  for  LIN  Broad- 
casting. On  Oct.  10,  McCaw 
Cellular  Communications 
upped  its  hostile  bid  for  LIN 
by  offering  $125  a  share  for 


the  22  million  shares  neeici 
for  a  controlling  interc 
That  tops  the  $115-a-share  &- 
timated  value  of  BellSou  't 
friendly  offer. 

McCaw's  proposal — repc- 
ing  an  earlier  offer  of  $1]  s 
share  in  cash  for  all  of  L 's 
stock — would  leave  shs3S 
available  to  investors  lat 
want  a  piece  of  the  cellar 
telephone  action.  It's  also  ^s- 
ier  on  McCaw,  already  i.8 
billion  in  debt.  The  next  rrve 
is  BellSouth's,  and  anal^ts 
wonder  if  that  company  (ill 
bid  much  higher.  j  ^ 
 —  ft 


MISSING  A  JUMP  SHC 
FOR  THE  NUGGETS 


►  The  sale  of  the  Nativai 
Basketball  Assn.'s  Dere)- 
Nuggets  has  fallen  throu^— 
and  Bertram  Lee  has  lost)i.^ 
opportunity  to  become  k 
first  black  owner  of  a  mjOr 
professional  sports  francl|e. 
Team  officials  say  owner  id- 
ney  Shlenker  let  the  deal^x- 
pire  on  Oct.  10  when  ee, 
a  Chicago  businessnin, 
couldn't  meet  the  deadlinfto 
raise  the  $65  million  needeito 
complete  the  transaction,  jut 
Lee,  who  also  failed  in,it- 
tempts  to  buy  the  San  Ajo- 
nio  Spurs  and  football's  I'^w 
England  Patriots,  saidhe 
would  keep  trying  in  Der^r. 
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Courtaulds  pic 

has  acquired 

Products  Research  & 
Chemical  Corporation 


Morgan  Guaranty  acted  as  financial  advisor 

to  Courtaulds  pic,  served  as  dealer  manager 

for  the  tender  offer,  and  provided  bridge  financing 


J  P  Morgan 


J  P  Morgan 


EDITED  BY  STEPHEN  H,  WILDSTRCil' 


THE  TORPEDO  THAT  SLAMMED 
IHTO  CATASTROPHIC  HEALTH  CARE 


The  mailing,  sent  to  millions  of  retirees,  looks  official  and 
proclaims:  "Urgent!  Important  Social  Security  and  medi- 
care information  enclosed."  Inside,  a  letter  from  James 
Roosevelt  warns  that  the  great  accomplishment  of  his  father, 
Franklin  Delano  Roosevelt,  is  in  grave  danger.  The  recipient  is 
urged  to  write  Congress — and  to  send  $10  to  the  National 
Committee  to  Preserve  Social  Security. 

Such  letters  have  proven  to  be  potent  appeals.  And  they've 
helped  turn  Roosevelt's  controversial  group  into  an  unloved 
but  effective  force  in  legislation  affecting  the  elderly.  "The 
feeling  toward  them,  in  a  word,  is  hatred,"  says  a  House 
Democratic  stiiffer. 

Despite  growing  unhappiness  on  Capitol  Hill  over  its  meth- 
ods, the  committee  is  largely  responsible  for  the  fire  storm 
among  seniors  that  doomed  the  catastrophic  illness  insurance 
program.  The  House  has  voted  to  repeal  catastrophic,  while 
the  Senate  has  chosen  to  retain  a  few  minor  benefits.  Now,  the 
Roosevelt  group  is  sure  to  be  a  major  force  in  coming  fights 
over  an  independent  Social  Security  Administration,  long-term 
care,  and  national  health  insurance. 

MAIL  MACHINE.  The  seven-year-old  organization  has  just  4  mil- 
lion members,  compared  with  33  million  for  the  American 
Association  of  Retired  Persons.  But  it's  a  fabulous  mail  ma- 
chine. In  the  year  that  ended  Mar.  31,  the  group  spent  about 
$30  million  to  send  out  50  million  pieces  of  mail.  In  response,  it 
generated  $40  million  in  revenue — and  millions  of  letters  and 
[)ostcards  to  Congress. 

Roosevelt,  81,  suffers  from  Parkinson's  disease 
and  cancer  and  takes  only  a  minimal  role  in  the 
committee's  affairs.  But  he  signs  every  fund-rais- 
ing pitch.  "His  name  is  like  magic,"  says  Martha 
McSteen,  the  committee's  president. 

The  Roosevelt  committee,  unlike  most  Wash- 
ington interest  groups,  is  neither  a  lobby  nor  a 
membership  organization.  Unlike  the  AARP,  which 
provides  a  discount  pharmacy  and  other  services 
to  its  members,  the  committee  offers  no  benefits. 
Many  on  the  Hill  say  they've  never  been  contact- 
ed directly  by  a  group  representative.  In  fact,  the 
committee  didn't  have  a  lobbyist  on  its  payroll 
until  1986.  Why  is  the  organization  so  disliked? 
Representiitive  Sherwood  L.  Boehlert  (R-N.  Y.),  for  one,  com- 
plains that  the  committee's  effectiveness  depends  on  scaring 
old  [)eople  into  believing  that  Social  Security  is  about  to  run 
out  of  money.  In  fact.  Social  Security's  finances  are  on  solid 
ground  for  at  least  the  next  25  years. 

Fear  is  t.he  group's  stock-in-trade.  During  the  1988  cam- 
paign, the  committee  inspired  hundreds  of  "notch  babies" 
across  the  nation  to  hound  Presidential  candidates.  These  pro- 
testers, born  in  the  "notch"  between  1917  and  1921,  were  led 
to  believe  that  a  1977  change  in  Social  Security  cost-of-living 
adjustments  left  those  both  older  and  younger  than  them- 
selves better  off.  And  many  on  the  Hill  believe  that  the 
committee  mobilized  some  of  the  same  seniors  who  had  lob- 
bied for  pas:  uge  of  catastrophic  to  successfully  demand  its 
repeal.  (The  c  mmittee,  objecting  to  both  the  limited  nature  of 
the  benefits  aii-l  ihe  financing  mechanism,  opposed  catastroph- 
ic from  the  beginning.) 

The  group's  direct-mail  techniques  have  provoked  the  ire  of 


both  Congress  and  law-enforcement  officials.  Postal  inspect^ 
and  the  Justice  Dept.  have  forced  the  group  to  make  thlr 
mailings  look  less  like  government  documents.  After  receivij 
complaints  from  Social  Security  officials,  the  committe 
stopped  offering  an  analysis  of  an  individual's  retiremdt 
benefits  for  a  $10  contribution.  Social  Security  provides  fe 
same  service  at  no  charge. 

Until  the  fight  over  catastrophic,  the  National  Commits 
was  considered  little  more  than  a  fringe  group  that  Congrcs 
felt  it  could  ignore.  However,  the  organization's  ability  o 
generate  floods  of  postcards  and  demonstrations  does  wof. 
The  Roosevelt  group  has  decided  that  it  would  rather  6 
feared  than  loved — and  so  far  this  strategy  is  succeeding. 

By  Paula  Dwr 

AUTONOMY  FOR  SOCIAL  SECURITY? 


T: 


|he  National  Committee,  without  even  time  to  celebre 
its  victory  in  killing  the  catastrophic  insurance  surtaxs 
already  well  on  its  way  to  its  next  success:  creating  n 
independent  Social  Security  Administration. 

A  little-noticed  provision  of  the  pending  budget  bill  wod 
take  Social  Security  and  Supplementiil  Security  Income  out-f 
the  Health  &  Human  Services  Dept. — and  with  them  61%if 
the  department's  $424  billion  budget.  But  this  is  no  mre 
exercise  in  bureaucratic  box-shuffling. 

ALL  BUT  UNSCATHED.  The  intention  of  the  sp;)- 
sors  is  to  create  an  independent  agency  that  'II 
have  more  clout  to  protect  the  retirement  j> 
gram  from  greedy  politicians,  who  might  t[n 
benefits  to  reduce  federal  spending.  "The  Soil 
Security  program  is  too  important  for  even  le 
appearance  of  political  manipulation,"  says  Sec- 
tor Daniel  P.  Moynihan  (D-N.  Y.). 

Social  Security  has  escaped  all  but  unseated 
through  eight  years  in  which  nearly  every  otir 
federal  program  has  been  cut.  Most  budget 
perts  now  believe  that  any  comprehensive  jo- 
gram  to  trim  the  deficit  has  to  address  Soil 
Security.  The  change,  they  say,  would  erectJQ 
even  higher  fence  around  a  program  that  alrely 
has  more  than  enough  protection.  Asks  Carol  G.  Cox,  pr;i- 
dent  of  the  Committee  for  a  Responsible  Federal  Budget  !s 
there  anybody  in  this  country  who  thinks  Social  Security  inf- 
ests are  not  adequately  represented?" 

Despite  such  protests,  independence  for  Social  Secu7 
faces  little  opposition  in  Congress.  "An  independent  ageiy 
has  the  ring  of  doing  something  for  Social  Security,"  saysie 
program's  administrator,  Gwendolyn  S.  King,  who  opposes  le 
idea.  The  major  argument  is  likely  to  be  between  the  Sene, 
which  wants  the  new  agency  to  be  run  by  a  single  direc.r, 
and  the  House,  which  wants  a  three-member  board  appoiuti 
by  the  President  but  answerable  to  Congress.  i 

King's  boss,  hhs  Secretary  Louis  W.  Sullivan,  would  be  fft 
without  much  of  a  department.  He  says  he'll  ask  Presicbt 
Bush  to  veto  the  measure  if  it  passes.  But  Sullivan  is  unlili'y 
to  prevail.  If  the  Social  Security  plan  goes  to  the  President  3d 
to  a  cut  in  capital-gains  taxes,  Bush  is  all  but  sure  to  sigist. 

By  Susan  B.  GarM 
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Ford  Motor  Company 

through  its  wholly  owned  subsidiary; 
Ford  Industria  e  Cornerico  Ltda. 

has  sold  its  Brazilian  Climate  Control  Division  to 

McQuay  do  Brasil  Industria 
e  Comercio  Ltda. 

Morgan  Guaranty  initiated  this  transaction 
and  acted  as  financial  advisor  to 
Ford  Motor  Company 


J  P  Morgan 


J  P  Morgan 

C  1U8VJ  P  Moman  (?  C.>  Inn.rvc.r.ird 


nternational  Business 


CZECHPOINT  CHARLIE:  GETTINt 
OUT  WHILE  THE  DOOR  IS  OPEI . 


GERMANY  I 


IS  A  NEW  ECONOMIC 
JUGGERNAUT  ON  THE  WAY? 


The  wave  of  emigres  could  make  West  Germany  more  powerful  than  ever 


It  didn't  take  long  for  Rick  Biihrig 
and  Ingo  Pawelek  to  fit  into  West 
German  life.  Only  four  days  after 
they  fled  their  East  German  hometown 
of  Auerbach  for  Prague  and  took  a  refu- 
gee train  to  the  West,  Biihrig,  a  cook, 
and  Pawelek,  a  waiter,  had  already 
found  jobs  in  a  restaurant  near  Cologne. 
"We  know  things  aren't  handed  to  you 
on  a  plate  here,"  says  Pawelek,  who,  like 
Biihrig,  is  in  his  early  30s.  "But  we're 
sure  we  can  make  it." 

Many  of  Pawelek's  compatriots  are 
voicing  similar  hopes.  Frustrated  by  the 
failure  of  their  geriatric  leaders  to  fol- 


low Mikhail  S.  Gorbachev's  radical  re- 
forms, some  120,000  of  East  Germany's 
best  and  brightest  this  year  alone  have 
jumped  at  the  chance  for  a  new  life  in 
the  West.  East  German  party  leader 
Erich  Honecker,  contemptuous  of  pro- 
democracy  demonstrators  chanting 
"Help  us,  Gorby,"  is  fueling  tensions  by 
closing  borders  and  cracking  down  on 
dissidents. 

SPLINTERING  BLOCS.  Honecker  may  be 
under  pressure  to  quit.  The  eruption  in 
East  Germany  is  just  the  latest  sign  that 
Gorbachev's  reforms  at  home  are  spur- 
ring a  transformation  of  the  entire  East 


bloc.  With  Moscow  acceding  to  the  oi^ 
er  of  the  Communist  government  in  > 
land  and  with  Gorbachev  hinting  durg 
East  Germany's  40th  anniversary  C(S- 
bration  that  Honecker,  too,  should  m<'e 
on  with  reforms,  the  map  of  EuroptjS 
being  redrawn  with  dizzying  speed.  ' 

West  Germany's  new  arrivals  anlji 
small  part  of  a  wave  of  more  tlin 
.500,000  Soviet  and  East  bloc  refug>!s 
expected  this  year,  the  largest  annJ 
influx  since  the  1950s.  The  emigrJ, 
many  of  them  young,  are  rejuvenatinja 
nation  whose  population  is  aging  rapic'. 
As  new  producers  and  consumers,  ie 
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The  Gillette  Company 

has  sold  $600  million 

of  convertible  preferred  stock 

to  insurance  subsidiaries  of 

Berkshire  Hathaway  Inc. 


Morgan  Guaranty  acted  as 
financial  advisor  to 
The  Gillette  Company 


JPMorgan 


J  P  Morgan 

C  MSV  I  P  Morg.n  &  Co  Inc.jrporattd 
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refugees  are  already  helping 
spark  West  Germany's  second 
Wirtschaftswunder,  the  eco- 
nomic miracle  of  the  1950s. 
That  could  help  accelerate 
growth  in  the  European  Com- 
munity as  it  unifies  its  mar- 
kets in  1992.  To  some  critics, 
the  influx  of  productive 
young  workers  could  also 
make  export-fueled  West  Ger- 
many even  more  of  a  competi- 
tive threat  to  other  EC  mem- 
bers than  it  is  now. 

The  refugee  flow  has  also 
put  back  on  the  table  the 
prospect  that  East  and  West 
Germany  eventually  could  re- 
unite to  become  an  80  million- 
strong  industrial  mammoth  at 
the  strategic  heart  of  Europe. 
Only  two  years  ago,  such  an  idea  was 
unthinkable,  and  immense  obstacles  still 
remain.  For  one  thing,  reunification 
would  require  the  dismantling  of  the 
Warsaw  Pact.  And  Bonn  remains  firmly 
committed  to  NATO. 

But  the  time  still  may  be  ripe  for 
moves  toward  a  loose  "confederation"  of 
both  states,  suggests  Fred  J.  Heidemann 
of  the  Bonn  Institute  for  Economic  & 
Social  Research.  West  German  Foreign 
Minister  Hans-Dietrich  Genscher  has 
been  pursuing  a  policy  of  what  he  calls 
"small  steps"  to  bring  East  and  West 
closer  together. 

'THE  WILLIES.'  Each  year,  the  West  Ger- 
man government  and  private  citizens 
send  East  Germans  some  $5  billion  in 
subsidies,  private  gifts,  and  other  pay- 
ments. With  some  2,000  West  German 
companies  already  doing  business  across 
the  l)order  and  bilateral  trade  now  ex- 
ceeding $7.5  billion  a  year,  the  two 
sUites  are  already  quietly  integrating 
their  economies.  West  (iermans  hope 
that  despite  Honecker's  recent  crack- 
down, their  growing  cross-border  ties 
will  ])rompt  him  to  allow  100,000  more 
East  Germans  to  emigrate  annually. 

The  idea  of  a  closer  political  and  eco- 
nomic relationship  "gives 
many  pf'i/j.!''  the  willies,"  says 
George  .\.  Carver  Jr.  of 
Washington',  f  'enter  for  Stra- 
tegic &  li.  •••> Motional  Studies. 
Some  beiif.  .  ^ oser  ties  be- 
tween Easi  <■<.  ;  \'est  Germa- 
ny will  meai.  ;  •  !■  West  Ger- 
man concessioi  ;■  ,  the  goals 
of  the  European  ■  ranunity. 

The  prospect  <  i  .-,ves  to- 
ward a  single  G^.  ny  puts 
the  Soviets  on  ed^  s  well. 
But  for  now,  Wes'  '-man 
policy  is  to  push  Ea;  Eu- 
rope to  integrate  its  "iio- 
mies  with  the  West 


WANTED:  "WE  ARE  HIRING  THESE  PEOPLE  RIGHT 


1992,  and  to  bring  the  East  bloc  nations 
into  the  European  fold  someday  later 
with  trade  agreements  and  more  open 
borders.  Helmut  Kohl's  political  oppo- 
nents agree.  "We  need  a  United  States 
of  Europe"  that  includes  the  East,  says 
Oskar  Lafontaine,  the  Social  Democratic 
Party's  frontrunner  to  oppose  the  con- 
servative Kohl  in  elections  next  year. 

One  reason  Bonn  is  flexing  its  mus- 
cles is  that  the  $1.2  trillion  West  German 
economy  is  expanding  at  a  stunning 
rate.  The  country  expects  a  trade  sur- 
plus of  $77  billion  and  growth  of  more 
than  49(  in  real  gross  national  product 
this  year.  The  1.4  million  immigrants 
from  the  Soviet  Union  and  Eastern  Eu- 
rope that  have  flooded  in  since  1986 — 
and  the  2  million  more  expected  to  arrive 
by  the  year  2000 — will  add  a  half  a  per- 
centage point  to  West  Germany's  long- 
term  annual  growth  rate  (chart).  Refu- 
gees are  quickly  finding  jobs  in  autos, 
appliances,  and  tourism  that  pay  $1,600 
to  $2,200  a  month — two  or  three  times 
what  they  earned  before.  With  the  emi- 
gres expected  soon  to  be  buying  cars, 
clothing,  and  reams  of  household  goods, 
new  markets  will  open  for  foreign  manu- 


facturers. But  as  the  newcia- 
ers  settle  in,  they  probaiy 
will  end  up  producing  go  Is 
that  German  companies  mijt 
have  been  forced  to  makein 
Italy,  Spain,  and  Britain.  '. 

These  and  other  rivals  fltf 
that  German  manufactuijre 
now  will  be  able  to  tap  infra 
fresh  supply  of  factory  wet 
ers,  engineers,  and  othera^l 
rock-boitom  wages.  Til 
probably  won't  be  the  cas-- 
West  Germany's  labor  \m 
force  even  nonunion  empy 
ers  to  pay  high  union-s9i) 
rates.  But  the  emigres  re 
more  willing  to  work  loner 
hours  and  at  lower-grade  jk 
than  the  more  affluent  ^^to 
Germans.  In  so  doing,  tfj' 
are  helping  to  fill  critical  labor  shortaes 
that  have  threatened  to  restrain  procsc- 
tion. 

Auto  and  aerospace  giant  Dairrsr 
Benz,  for  example,  has  begun  plaag 
East  German  emigres  in  its  Stutt}irc 
training  center.  The  influx  will  fse 
problems  Daimler  has  been  havingiin 
the  tight  Baden-Wiirttemburg  laer 
market.  "Not  even  unskilled  worte 
were  available,"  says  Daimler  Dejtt}' 
Chairman  Helmut  Werner.  "We  areii'- 
ing  these  people  right  away." 
HARD-LINERS.  At  the  same  time.  h€ 
huge  influx  of  immigrants  is  forag 
West  Germany  itself  to  adjust.  Jie 
strain  of  resettling  millions  may  proipt 
Bonn  to  relax  rules  that  curb  labor  lo 
bility,  limit  store  hours,  and  mannit 
other  restrictive  business  practices.  Iiat 
will  only  increase  the  gap  with  stagini 
East  Germany.  Possible  successontc 
the  ailing,  77-year-old  Honecker  are  it 
ly  to  stick  to  a  rigid  socialist  ecomiit 
policy.  East  Berlin's  Politburo,  inar 
emergency  meeting  Oct.  11,  raised  he 
possibility  that  Honecker  might  nire 
soon.  But  the  favorite  to  follow  m. 
Egon  Krenz,  52,  is  a  resolute  hard-iiei 
and  powerful  Politburo  membeii: 
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A  FLOOD  OF  EMIGRES  ...WILL  FUEL  GROWTH 
FROM  THE  EAST  BLOC...    IN  WEST  GERMANY 


DATA:  WEST  GERMAN  GOVERNMENT, 
COLOGNE  ECONOMIC  INSTITUTE,  BW  ESTIMATES 
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Japan  Tobacco  Inc. 

has  purchased  newly  issued  stock  of 

Plant  Genetics  Systems  N.V. 


Morgan  Guaranty  arranged  this  transaction, 
assisted  in  the  negotiations,  and  acted  as 
financial  advisor  to  Japan  Tobacco  Inc. 
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charge  of  security  and  party  discij)line. 
Any  reforms  are  likely  to  be  token. 

In  attempting  to  suppress  dissent,  the 
East  Germans  risk  sparking  an  explo- 
sion. Unrest  in  the  East  bloc's  most  pow- 
erful state  would  raise  security  concerns 
in  Moscow.  The  Soviets  have  370,000 
troops  garrisoned  in  East  Germany,  the 
linchpin  of  the  Warsaw  Pact  alliance. 
Moscow  insists  that  it  has  ruled  out  try- 


ing to  stifle  East  bloc  unrest  with  its 
troops,  as  it  did  in  Czechoslovakia  and 
Hungary  in  decades  past.  But  no  one 
knows  how  solid  that  pledge  is. 

For  now,  Gorbachev  is  more  likely  to 
press  gingerly  on  the  East  Germans  for 
reforms  in  hopes  of  staving  off  further 
turmoil.  East  Berlin  could  yet  reject  Gor- 
bachev's suggestions  and  try  to  create  a 
rigid  Stalinist  island  in  the  middle  of  a 


sea  of  socialist  reforms.  But  that  coid 
provoke  the  violent  reaction  nobcy 
seems  to  want.  The  solution  is  to  fima 
way  to  unleash  the  talents  of  East  Gif' 
many's  citizens  before  too  many  m<« 
cross  the  border.  Right  now,  that  pr> 
pect  seems  remote.  [ 
By  John  Templeman  in  Bonn,  with  Ilk 
Brady  in  Moscow  and  Blanca  Riemerp, 
Paris  and  bureau  reports  \ 


Commentary/by  Blanca  Riemer 

WHY  SHOULD  EUROPE  DANCE  TO  GERMANY'S  ECONOMIC  TUNE? 


It's  no  secret  that  Europe's  interest 
rates  are  determined  in  Frankfurt. 
But  seldom  has  West  Germany  ex- 
ercised its  financial  clout  as  boldly  as 
on  Oct.  5,  when  the  Bundesbank  hiked 
rates  by  a  full  percentage  point,  to  <6%, 
the  largest  onetime  increase  since  the 
high-inflation  days  of  the  1970s. 

This  time,  checking  the  dollar 
was  the  goal-,  not  fighting  infla- 
tion. But  the  reminder  of  German 
clout  came  with  a  double  wham- 
my.  The  Bundesbank  forced  sev- 
en other  European  countries  to 
raise  their  interest  rates — even 
though  that  is  sure  to  harm  their 
economies.  The  move  also  height- 
ened concerns  about  German  eco- 
nomic dominance  at  a  time  when 
Europe  is  already  worried  about 
the  prospect  of  the  two  Germanys 
uniting  into  an  independent  power 
bloc  of  80  million  people. 
TRADERS  SHRUG.  Europeans 
might  have  been  more  easily  rec- 
onciled to  the  rate  boost  if  it  had 
succeeded  in  checking  the  dollar's 
rise  against  the  West  German 
mark.  But  currency  traders  quick- 
ly shrugged  off  the  move,  as  they 
did  when  Japan's  central  bank  tried  to 
bolster  the  yen  several  days  later  by 
raising  the  Japanese  discount  rate. 

Now,  trapped  into  supporting  what 
seems  to  them  a  fruitless  dollar  policy, 
Germany's  })artners  seem  more  eager 
than  ever  to  push  toward  a  central 
bank  for  Europe  in  which  they  would 
all  have  a  voice.  That  is 
the  only  viable  i-'^ad  to 
reducing  German  domi- 
nance. A  first  sT«  () 
would  be  to  set  up  ;i 
European  Monetary  Au 
thority  that  would  bring 
other  countries  into 
German  decisions.  Es- 
tablishment of  such  an 
authority  could  come  by 
next  year.  Many  Euro- 


peans wouldn't  mind  going  a  step  fur- 
ther. To  them,  even  a  European  central 
bank  located  in  Frankfurt  is  better 
than  the  Bundesbank  throwing  its 
weight  around  unchecked.  The  Ger- 
mans failed  to  consult  their  European 
allies  before  the  latest  rate  increase.  In 
fact,  the  rate  boost  may  have  done 


THE  SURGE  IN  GERMAN 
INTEREST  RATES 
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more  to  advance  the  cause  of  monetary 
integration  than  dozens  of  aimless 
meetings  held  over  the  last  year. 

The  usually  cool  Danes,  for  instance, 
now  are  asking  for  a  speedup.  "What 
happened  on  Oct.  5  gives  us  good  rea- 
son to  carry  out  the  first  phase  of  mon- 
etary union.  The  national  banks  would 
consult  each  other  be- 
fore carrying  out  inter- 
est rate  changes,"  de- 
clares Danish  Economy 
Minister  Niels  Helveg 
Petersen. 

The  rate  shock  was 
also  an  eye-opener  to 
the  Dutch.  Their  infla- 
tion rate  is  only  1%,  and 
Finance  Minister  Onno 
Ruding  thought  that 


DATA:  DRI/McGeAW-HILl 


achievement  would  give  him  a  say 
Germany's  decision.  But  his  lobbyi: 
efforts  against  the  rate  hike  went  u 
heeded. 

In  Britain,  Prime  Minister  Margar 
Thatcher  continues  to  assert  that  t 
time  is  not  right  to  put  the  pound  in 
the  existing  European  Monetary  Sj 
tem,  which  limits  the  fluctuatio: 
of  most  other  European  curr€ 
cies  against  the  West  Germi 
mark.  But  now  the  rate  increa 
has  created  a  groundswell  of  si 
port  among  politicians,  bankei 
and  economists  for  early  ent 
into  the  EMS.  Even  key  Thatch 
supporters  such  as  Michael  Hes 
tine,  who  is  a  leading  contend 
to  succeed  her,  are  calling  i 
EMS  membership. 
FREE-FALL.  The  Prime  Ministe: 
arguments  that  Britain  woi 
lose  sovereignty  had  never  sour 
ed  so  hollow.  To  strengthen  t 
sagging  pound.  Chancellor  of  t 
Exchequer  Nigel  Lawson  had 
follow  the  German  move  like  m 
eryone  else,  bringing  up  intent 
rates  to  a  giddy  15%. 
But  sensing  an  imminent  ei- 
nomic  slowdown,  currency  trades 
have  brought  the  pound  into  a  free-fit* 
Therefore,  Britain  has  all  the  c<j| 
straints  of  the  ems  and  none  of  its  i-- 
vantages. 

In  fact,  the  recent  events  are  givij 
ammunition  to  the  French  governme., 
the  staunchest  advocate  of  Europei 
integration  and  the  most  anxious  abrt 
the  expansion  of  German  might,  le 
only  way  to  counterbalance  Germans 
growing  power,  says  an  adviser  » 
President  Francois  Mitterrand,  is  o 
"build  Europe." 

The  Bundesbank  has  always  b(ti 
cautious  about  monetary  integratii. 
Now,  other  Europeans  are  determird 
to  test  whether  or  not  it  is  willing  ,7 
give  up  its  autocratic  control  of  li- 
rope's  monetary  policy. 
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Kaiser  Coal  Corporation 

a  wholly  owned  subsidiary  of 
Kaiser  Steel  Corporation, 
currently  reorganized  as 

Kaiser  Steel  Resources  Inc. 

has  sold  its  New  Mexico  coal  mining  operations  to 

The  Pittsburg  &  Midway 
Coal  Mining  Co. 

Morgan  Guaranty  initiated  this  transaction, 
assisted  in  the  negotiations,  and  acted  as 
financial  advisor  to  Kaiser  Steel  Corporation 
and  Kaiser  Coal  Corporation 
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JAPAN  I 


THE  BOOK  THAT'S 
CREATIHG  A  FIRESTORM 


Its  controversial  author  tells  Tokyo  to  stop  bowing  to  the  U.S. 


I  e  has  been  a  celebrity  in  Japan  for 
most  of  his  adult  life.  A  jjrizewin- 
I  nin<r  novelist  at  age  he  went  on 
to  further  literary  iihry  and  won  fame  as 
Japan's  f)remier  yachtsman.  In  UXiS,  he 
was  elected  to  Japan's  Diet  as  a  member 
of  the  rulinfj  Liberal  Democratic  Party. 
His  hawkish  views  and  handsome  looks 
have  kept  him  in  the  national  limeli^jht. 
Now,  with  an  explosive  book  about  1 1.  S.- 
Japanese relations,  Shinlaro  Ishihara  is 
stepping;  onto  the  world  sbijie. 

The  work,  entitled  IVic  Japan  That 
Cud  Say  "No."  {)roclaims  that  Japan 
should  assume  its  true  role  as  a  super- 
power since  its  technolojjjy  already  domi- 
nates the  world.  Co-written  with  Sony 
Chairman  Akio  Morita,  it  lam- 
basts  U.  S.  economic  and  trade 
policies,  claiming  they  are  rooted 
in  racism.  And  it  argues  that  Ja- 
pan should  feel  free  to  sell  its 
most  advanced  semiconductors 
to  any  country  it  wants — includ- 
ing the  Soviet  Union. 

I'laying  the  maverick  is  noth- 
ing new  for  Ishihara,  whose  he- 
roes include  Minoru  Genda,  who 
planned  the  Pearl  Harbor  attack, 
and  Yukio  Mishima,  an  ultrana- 
tionalistic  writer  who  kept  a  pri- 
vate paramilitary  force.  But  the 
tall  and  trim  Ishihara,  oT,  is  not 
just  an  admirer  of  soldiers.  He  is 
known  for  his  sensitive  novels 
that  deal  with  such  subjects  as  Japanese 
youth  and  premaritid  sex,  and  he  was  one 
of  Japan's  first  environmentalists.  He 
minced  no  words  during  a  recent  inter- 
view in  a  Tokyo  hotel  room.  Says  Ishi- 
hara: "If  the  U.  S.  tries  to  hinder  or  inhibit 
various  kinds  of  capit^il  investments  [by 
Japan],  these  are  the  kinds  of  things  we 
should  say  'no'  to." 

SYMBOL  OF  ARROGANCE.  Not  Surprisingly, 
his  bdok  has  shaken  both  sides  of  the  Pa- 
cific. When  his  Tokyo  publishers  printed  it 
only  in  Japanese  earlier  this  year,  they  as- 
sumed it  would  be  just  for  home  consump- 
tion. But  in  rei  ont  weeks,  dozens  of  unau- 
thorized English  translations  have  turned 
up  in  U.  S.  coq)orate  boardrooms,  Capitol 
Hill  offices,  and  on  White  House  and  Pen- 
tagon desks.  Trade  hawks  such  as  House 
Majority  Leader  Richard  A.  (Gephardt  (D- 
Mo.)  have  been  underlining  intemperate 
passages.  The  book  "could  become  a 
symbol  of  Japanese  arrogance,"  says  a 


top  Bush  Administration  trade  official. 

Most  Japanese  shun  the  kind  of  ex- 
treme nationalism  that  peppers  the  book. 
Yet  a  small  but  increasingly  noisy  minor- 
ity of  mostly  younger  technocrats  and  pol- 
iticians agrees  with  Ishihara's  central 
point — that  the  U.  S.  is  a  fading  power 
without  grounds  to  lecture  Japan  on  trade 
and  other  issues.  Some  senior  Japanese 
officials  are  also  more  outspoken — among 
them  Ryutaro  Hashimoto,  the  new  Fi- 
nance Minister.  "From  now  on,  Japan  will 
change  when  it  deems  necessary.  But  we 
can't  satisfy  all  demands  overnight.  In  the 
days  to  come  .  .  .  we'll  be  expressing 
ourselves  more  forcefully  and  clearly," 
he  told  BUSINESS  WEEK.  Savs  one  Wash- 


Morita's  more  moderate  argument  ej 
oes  many  speeches  he  has  made  in  reo 
years  criticizing  American  economic  cci- 
placency.  "Instead  of  manufacturit 
things,  Americans  make  money  withr- 
efforts,  just  by  playing  money  games,"| 
asserts. 

A  NEW  ORDER?  Both  authors  urge  a  di; 
matic  realignment  in  which  the 
treats  Japan  as  an  equal.  Japanese  negt 
ators  should  stop  saying  'maybe'  win 
they  mean  'no,'  Morita  says.  But 
hara's  'no'  is  harsher.  He  calls  for  can|- 
lation  of  the  joint  development  with  |je 
\].  S.  of  the  FSX  fighter  jet  and  wa  i 
Washington  to  start  paying  for  the  us€  [ 
its  military  bases  in  Japan.  He  also  ur:  i 
"reform"  of  the  U.  S. -Japan  Secur  f 
Treaty  so  that  Japan  can  launch  a  m£  r 
militiiry   buildup   independent  of  U 
policies. 

Ishihara's  blunt  claims  of  Japanfc 
technological  dominance  have  some  hm 
in  fact.  A  1987  Defense  Dept.  replt 
found  that  America  is  dependent  on  JeI- 


TOUGH  TALK  FROM 
SHINTARO  ISHIHARA 


Key  points  from  The  Japan  That  Can  Say  'No ' 

■  "If,  for  exami)le,  Japan  sold  chips  to  the  Soviet  Union  and 
stopped  selling  them  to  the  U.  S.,  this  would  upset  the  entire 
military  balance.  Some  .Americans  say  that  if  Japan  were  think 
ing  of  doing  that,  it  would  be  occupied." 

■  "America  wants  to  steal  Japanese  knowhow.  They  cannot 
manufacture  the  most  technologically  advanced  fighters  with- 
out advanced  ceramic  and  carbon  fiber  technology'  from  Japan."j 

■  "The  time  has  come  for  Japan  to  tell  the  U.  S.  that  we  do 
not  need  American  protection." 


ington  trade  attorney:  "We  are  now  at 
the  beginning  of  a  period  of  America- 
bashing." 

The  book  is  a  series  of  discussions  be- 
tween Morita  and  Ishihara  that  took  place 
last  fall.  In  alternating  chapters,  they 
strike  markedly  different  themes.  Ishi- 
hara argues  that  the  U.  S.  military  is  de- 
pendent on  Japanese  semiconductors  and 
other  electronic  devices.  He  speculates 
that  Japan  could  make  diplomatic  use  of 
this  "high-tech  card"  by  selling  chips  to 
the  Soviet  Union  instead.  "This  would 
change  the  military  balance  entirely,"  he 
writes. 

Ishihara  also  has  some  zingers  for  Ja- 
pan. He  criticizes  its  multitiered  distribu- 
tion system  and  the  bid-rigging  practices 
of  its  construction  companies.  "In  order 
for  Japan  to  say  'yes'  more  clearly,  some 
Japanese  politicians  must  say  'no'  more 
clearly  to  their  fellow  Japanese,"  Ishihara 
maintains. 


nese  suppliers  for  eight  electronic  deves 
crucial  to  U.S.  weapons  systems.  Buir. 
other  spots,  Ishihara  is  flat  wrong,  ie 
claims  that  only  Japan  has  developed  he 
one-megabit  semiconductor  when,  in  \ii 
American,  Korean,  and  West  Genii 
companies  have  as  well. 

As  for  Ishihara's  charges  of  racist  iii 
U.  S.  trade  policy,  "many  would  si 
whether  Japan,  with  its  society  fundarsn- 
tally  closed  to  all  outsiders,  is  notftc 
most  racially  minded  major  power  in  he 
world  today,"  says  Ivan  Hall,  visiting  "O- 
fessor  of  history  at  Tokyo's  Keio  UniJr- 
sity.  Ishihara's  pan-Asianism  strikes  sne 
as  a  call  for  renewed  Japanese  colora- 
tion of  the  region. 

'IRRESPONSIBLE.'  Many  observers  say  hi- 
hara  remains  a  fringe  player  becise 
most  Japanese  politicians  think  good  :'a- 
tions  with  the  U.  S.  are  vital.  "He's  a  nv- 
erick  whose  opinions  aren't  very  inflin- 
tial,"  says  University  of  Tokyo  profeior 
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of  American  studies  Nagayo  Honma. 

Some  Japanese  think  even  Morita  goes 
too  far  and  are  amazed  tliat  he  teamed  up 
with  an  ultranationalist  such  as  Ishihara 
just  as  Sony  was  acquisition-hunting  in 
the  U.  S.  "For  a  corporate  chairman,  it 
was  irresponsible,"  says  Takashi  Inogu- 
chi,  a  University  of  Tokyo  political 
scientist. 

Still,  the  image  of  the  U.  S.  as  a  fat, 
self-satisfied  country  that  too  often 
blames  Japan  for  many  of  its  own  prob- 


lems is  gaining  ground.  So  is  the  impulse 
to  "talk  back"  to  the  U.  S.  "Japanese  poli- 
ticians should  tell  the  U.  S.  very  clearly 
what  they  think,"  says  Makoto  lida,  chair- 
man of  security  service  giant  Secom  Co. 
Such  tracts  are  not  directed  against 
Americans  as  much  as  the  Japanese  who 
deal  with  them,  adds  Taizo  Watanabe,  a 
director  general  at  the  Foreign  Ministry. 

But  such  debate  won't  resolve  trade 
friction  with  the  U.  S.  Morita's  frankness 
won  him  little  applause  at  a  West  Coast 


conclave  of  500  corporate  leaders  from  | 
countries  last  month.  "Instead  of  a  Japa 
that  can  say  'no,'  "  Edward  L.  Hennesy 
Jr.,  chairman  of  Allied-Signal  Inc.,  hi 
Morita,  "all  of  us  need  a  Japan  that  (.^ 
say  'yes,'  'yes'  to  open  markets,  'yes' 
mutuality  of  benefits,  and  'yes'  to  grea^ 
understanding  and  cooperation  among  i 
tions."  Saying  "no"  may  clear  the  air, 
it  doesn't  clear  up  the  problem. 

By  Amy  Bori-us  in  Tokyo,  mth  Paul  ^ 
nusson  in  Washington 


CANADA I 


NOW  TARIFFS 

CAN'T  FALL  FAST  ENOUGH 


Companies  are  pushing  Mulroney  to  speed  up  the  free-trade  timetable 


Selling  church  pews  to  Americans 
may  be  a  blip  in  the  $190  billion 
annual  trade  between  the  U.  S. 
and  ("anada,  but  it's  big  business  for 
Hob  Oockford.  The  Ontario  manufactur- 
er says  business  would  be  even  better  if 
he  didn't  have  to  wait  10  years  for  all 
tariffs  to  fall.  Now,  he  and  hundreds  of 
other  business  executives  are  trying  to 
wipe  them  out  much  sooner. 

Klf^ven  months  after  Canadians  ap- 
prove.-.'! free  trade  with  the  U.  S.  in  bitter 
national  elections,  the  emotionally 
chargf'i  ir.sue  is  back  with  a  vengeance. 
Fast-mo^'iiig  companies  keen  on  exploit- 
ing the  S.  market  and  lowering  costs 
with  che  •  : ;.  S.  imports  are  pushing  the 
conserva  government  of  Prime  Min- 
ister Briai  'lulroney  to  accelerate  trade 
links  with  le  U.  S.  Opposing  them  are 
old-line  co  apanies  and  their  unions, 
which  say  the  trade  pact  is  already  hurt- 
ing them.  The  debate  comes  just  as  Mul- 


roney is  trying  to  get  Canadians  to  bite 
the  bullet  on  public  spending.  But  if  he 
can't  demonstrate  free  trade's  benefits, 
he'll  have  a  tough  time  pushing  through 
the  rest  of  his  free-market  reforms. 

Companies  seeking  the  accelerated 
[jhaseout  of  tariffs — which  the  pact  per- 
mits for  both  countries — have  deluged 
Canada's  Ministry  of  External  Affairs 
with  requests  covering  some  2,000  trade 
items.  In  the  vanguard  are  strong  Cana- 
dian export  industries  such  as  steel, 
chemicals,  paper,  and  brewing.  Some  500 
of  their  requests  are  likely  to  sail 
through  Ottawa. 

For  instance,  pulp  and  paper  giant 
MacMillan  Bloedel  Ltd.  wants  a  quick 
end  to  duties  on  a  paper-finishing  miner- 
al that  it  quarries  in  Canada,  ships  to  the 
U.  S.  for  processing,  and  then  reimports, 
paying  duty.  Because  the  material  is  not 
sold  in  Canada,  MacMillan  Bloedel's  re- 
quest is  likely  to  be  granted.  By  con- 


trast, Canadian  retailing  chains 
want  tariffs  on  cat;ilogs  and  other  pr| 
ed  materials  from  the  U.  S.  lifted  h^ 
run  into  stiff  opposition  from  Canadl 
commercial  printers,  who  fear  the  c(j 
petition.  "We  need  more  time  to  adju^ 
says  John  W.  Morris,  a  group  presidjt 
of  Southam  Printing  Ltd.  ; 

Several  other  requests  come  from  <|- 
battled  shoe  and  textile  companies  tit 
figure  that  cheaper  American  mater^ 
could  make  their  products  more  compS- 
tive  in  the  U.  S.  "Lowering  tariffs  fi 
certain  products  could  be  the  salvatfek 
of  the  shoe  industry  in  Canada,"  sk 
Douglas  M.  Marchant,  president  of  Bte 
Industries  Ltd.  ] 
RAIL-SPLITTER.  The  acceleration  debatp 
reopening  the  rift  between  Western  Co- 
ada,  which  generally  favors  the  sp(i- 
up,  and  the  East,  where  fear  of  Amp- 
can  competition  is  greater.  In  addit^, 
some  critics  charge  that  many  of  le 
petitioners  are  Canadian  subsidiarieftof 
U.  S.  companies — a  rumor  that  Mulroiy 
is  fueling  by  withholding  specific  dells 
of  the  petitions.  ; 

So  far,  Mulroney  has  failed  to  p- 
vince  many  Canadians  that  free  tradfls 
a  good  thing.  The  Canadian  Labour  (p- 
gress  claims  that  tariffs  that  vtt 
dropped  last  January  have  already  Bi 
50,000  jobs.  Many  Canadians  believe  ai 
freer  competition  will  lead  to  a  harsfir 
society. 

The  trade  dispute  comes  just  as  lal- 
roney  is  trying  to  rein  in  Canada's  hgt 
public  spending  to  reduce  a  $273  bion 
debt.  He  recently  cut  passenger-tiiii 
subsidies  in  half,  wiping  out  50^^<oi 
Canada's  train  service.  His  introic 
tion  of  a  97'  consumer  sales  tax  a 
meant  to  shift  some  of  the  tax  ^ii 
den  from  business,  but  even  the  Caidi 
an  Manufacturers'  Assn.  attacked  ias 
inflationary. 

Each  new  move  raises  more  haclss. 
Since  winning  the  election  a  year  igo 
with  only  43%  of  the  popular  vote,  u!- 
roney's  approval  rating  has  sunk  to 
If  he  can't  do  a  better  job  of  sellingms 
trade  and  fiscal  reforms,  Canadians  jnll 
have  no  qualms  about  registering  tieir 
displeasure  come  next  election.  ' 

By  Todd  Mason  in  Tonto 
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INTERNATIONAL  BUjMES 


McCaw  Cellular 
Communications,  Inc. 

has  sold  a  20%  interest  to 

British  Telecom  USA 
Holdings,  Inc. 


Morgan  Guaranty  initiated  this  transaction, 

assisted  in  the  negotiations,  and 

acted  as  financial  advisor  to 

McCaw  Cellular  Communications,  Inc. 


J  P  Morgan 


J  P  Morgan 

C  ItSI  J  P  Murgin  &  L„  lncorp<jralFcl 


nternational  Outloo 


BAKER  TAKES  A  RISKY  STEP 

TO  CENTER  STAGE  IN  THE  MIDDLE  EAST 


For  the  first  time  since  1978,  when  Jimmy  Carter  spent  a 
week  at  Camp  David  cajohng  Egypt  and  Israel  into  a 
peace  agreement,  the  U.  S.  seems  headed  for  a  direct  role 
in  Middle  East  negotiations.  On  Oct.  10,  Secretary  of  State 
James  A.  Baker  III  invited  the  Foreign  Ministers  of  Egypt  and 
Israel  to  Washington  to  try  to  break  the  logjam  over  Israeli 
Prime  Minister  Yitzhak  Shamir's  proposal  to  hold  elections  in 
the  West  Bank  and  Gaza.  Israel,  Egypt,  and  the  Palestine 
Liberation  Organization  all  favor  elections  as  a  step  toward 
Palestinian  self-rule  but  disagree  on  how  to  organize  them. 

Baker  is  taking  the  risk  of  becoming 
directly  involved,  and  possibly  entan- 
gled, in  the  sparring  over  elections  be- 
cause he  senses  that  the  beginnings  of 
an  Israeli-Palestinian  dialogue  are  al- 
most within  grasp.  Up  to  now  the  Bush 
Administration,  like  its  predecessor,  has 
shunned  serving  as  mediator  for  fear 
that  such  a  U.  S.  role  would  discourage 
Israelis  and  Palestinians  from  negotiat- 
ing face  to  face.  But  Baker  is  now  will- 
ing to  push  personally  for  talks  because 
he  believes  the  gap  between  Israel  and 
the  Arabs  has  narrowed.  Although  Israel's  conservative  Likud 
ministers  succeeded  in  blocking  an  invitation  from  Egyptian 
President  Hosni  Mubarak  to  send  a  high-level  negotiating 
team  to  Cairo  for  talks  with  a  Palestinian  group,  the  Likud 
ministers  do  seem  to  be  looking  for  cues  from  the  U.  S.  on  how 
to  proceed.  Baker  now  proposes  that  the  Israelis  have  an 
effective  veto  over  which  Palestinians  are  chosen  to  negotiate, 
so  as  to  allay  Israeli  fears  that  they  would  be  trapped  into 
tiilking  with  PLO  representatives.  "It's  safe  to  say  that  within 
the  next  four  months  an  Israeli  delegation  will  sit  down  with  a 
Palestinian  delegation  in  Cairo,"  says  Martin  Indyk,  executive 
director  of  the  Washington  Institute  for  Near  East  Policy. 

Significantly,  Baker  specifies  that  Shamir's  May  14  election 
proposal  should  remain  the  basis  for  the  talks.  It  calls  for 
Palestinians  in  the  West  Bank  and  Gaza  to  elect  10  representa- 


tives to  negotiate  with  Israel  for  a  five-year  period  of  self-n^. 
After  three  years,  they  would  start  negotiating  the  territorjj' 
final  status.  One  reason  Israel's  hardliners  rejected  Mubara's 
initiative  was  that  they  thought  it  was  inspired  by  their  rivis 
in  the  Labor  Party.  Likud  ministers  look  inflexible  at  a  tiie 
when  much  of  the  Israeli  public  wants  talks  to  end  the  Pag- 
tinian  uprising  in  the  West  Bank  and  Gaza.  But  the  Lair 
Party  is  unlikely  to  force  a  showdown  with  Likud  over  te 
peace  process  because,  according  to  recent  polls,  it  does  #t 
have  the  votes  to  gain  control  of  Parliament.  Now,  U.  S.  oS- 
cials  have  concluded  that  no  peace  inia- 
tive  will  work  without  careful  coordia- 
tion  with  Shamir,  who  will  vit 
Washington  in  November. 
SECOND  CHANCE.  If  elections  are  hekin 
the  West  Bank  and  Gaza,  the  Palestirai 
representatives  chosen  will  almost 
tainly  be  PLO  sympathizers,  but  they  i); 
have  their  own  electoral  base  and  fll 
rival  PLO  officials  in  political  influei^. 
That  prospect  opens  opportunities  iti 
risks  for  both  Shamir  and  PLO  Chairriri 
Yasser  Arafat,  and  explains  the  wri- 
ness  on  both  sides  about  how  the  election  process  is  shajd 
By  contrast,  Washington  supports  the  election  proposal  maly 
as  a  way  of  getting  Israelis  and  Palestinians  to  start  talkg. 
Once  begun,  U.  S.  officials  believe,  the  negotiating  process  ill 
take  on  a  momentum  of  its  own.  "The  secret  in  dealing  \tl:i 
the  Arab-Israeli  dilemma  is  to  fudge  things  so  as  to  go  oito 
the  next  step  without  dealing  with  the  fundamentals,"  saj^'a 
U.  S.  official. 

In  the  next  few  weeks,  Washington  will  court  Prime  Miis- 
ter  Shamir  and  Likud  with  blandishments  such  as  loan  gua,3)- 
tees  to  help  settle  immigrant  Soviet  Jews  in  Israel.  Mub^ak 
will  keep  trying  to  sell  Arafat  his  plan  for  negotiations,  he 
likely  result  will  be  a  second  chance  to  get  talks  under  wy. 

By  Stanley  Reed  in  New  York,  with  Neal  Sandler  in  Jerusom 
and  Ruth  Pearson  at  the  U.  N. 


GLOBAL  WRAPUP I 


SOUTH  KOREA 


President  Roh  Tae  Woo  and  two- 
thirds  of  Korean  voters  want  the 
U.  S.  U)  keep  its  40,000  troops  in  South 
Korea  as  a  deterrent  to  North  Korean 
aggressioii,  a  recent  poll  by  his  govern- 
ment, shows.  To  make  sure  that  the 

when 
and 

Oct.  16-l<'i  vit- it  to  Washington.  South 
Koreans  are  also  willing  to  pay  more 
of  the  U.  S.  troop  costs,  the  poll  indi- 
cates. In  W;i:--hington,  Roh  will  proba- 
bly be  asked  to  do  just  that. 

Like  other  prosperous  U.  S.  allies, 
South  Korea  faces  painful  adjustments 


le  meets  with  President  Bush 
aduve^ses  Congress  during  his 


in  relations  with  the  U.  S.,  exacerbated 
by  the  huge  U.  S.  federal  budget  and 
foreign  trade  deficits.  By  contrast, 
Seoul  ran  a  $3  billion  trade  surplus 
through  August  of  this  year,  although 
it  was  447'  lower  than  in  the  same 
period  in  1988.  To  expand  the  market 
for  U.  S.  products.  Bush  is  expected  to 
urge  Roh  to  open  South  Korea  to  more 
imports  of  U.  S.  beef,  telecommunica- 
tions equipment,  and  software. 

A  highlight  of  the  visit  could  be  the 
signing  of  an  agreement  to  supply  the 
military  with  120  fighter  aircraft — ei- 
ther General  Dynamics  F-16s  costing  a 
total  of  $3  billion,  or  McDonnell  Doug- 
las F-18s  worth  $4  billion.  The  govern- 
ment wants  to  buy  12  completed 


planes,  assemble  36  from  kits,  ai 
build  72  in  Korea.  But  hard  bargaini? 
is  likely  over  Roh's  demand  for  tec 
nology  or  other  concessions  from  le 
companies  to  offset  SO^'/c  of  the  cost 
In  Congress,  Roh  will  have  a  lot  f 
explaining  to  do  about  the  erosion  >f 
human  rights  during  his  18  monthsn 
office.  He  will  be  urged  to  free  ie 
2,000  political  prisoners  he  has  jaid 
for  offenses  such  as  agitating  for  mic 
action  to  unify  the  two  Koreas,  f h 
has  also  indicted  opposition  leader  Kn 
Dae  Jung  for  allegedly  violating  las 
against  contacts  with  North  Kori. 
But  Roh  is  unlikely  to  run  the  politi  l 
risk,  at  home  or  in  ties  with  the  U.., 
of  putting  Kim  on  trial  anytime  so(. 
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SmithKline  Beckman  Corporation 

has  merged  with 

Beecham  Group  p.l.c. 

to  form 

SmithKline  Beecham 


Morgan  Guaranty  acted  as  financial  advisor 
to  SmithKline  Beckman  Corporation 


JPMorgan 


J  P  Morgan 


e 


DEALMAKERSI 


LENNY  PELULLO'S  CHECKERED 
PAST— AND  PRESENT 


The  former  Posner  aide  can't  seem  to  stay  out  of  court 


ealmaker  Leonard  A.  Pelullo  bills 
himself  as  a  "workout  special- 
ist." In  business  argot,  the  term 
usually  refers  to  someone  who  buys  into 
troubled  companies  and  wrings  out  their 
problems.  Never  mind  that  many  of  Pe- 
lullo's  real  estate  and  investment  compa- 
nies are  a  long  way 
from  healthy;  he  ha 
his  own  definition 
"Workout  means  being 
able  to  extend  things, 
to  put  off  pressure," 
says  Pelullo.  "It  means 
you  can  survive." 

Survival  is  one  of  Pe- 
luUo's  specialties.  After 
just  eight  years  of 
wheeling  and  dealing  in 
Miami,  he  now  controls 
dozens  of  companies 
and  influences  many 
more  through  family, 
friends,  and  associates. 
His  most  public  ventun' 
includes  a  clutch  oi' 
landmark  art  deco  ho- 
tels and  apartments  in 
a  fledgling  redevelop- 
ment area  of  Miami  Beach.  But  he  has 
had  his  share  of  personal  troubles,  too. 
Although  his  record  carries  no  convic- 
tions, he  has  been  the  subject  of  two 
grand  jury  investigations  and  one  indict- 
ment. New  Jersey  authorities  have  also 
linked  him  to  organized  crime,  an  allega- 
tion he  vigorously  denies. 

Now,  Pelullo  is  trying  to  work  out 
a  more  immediate  problem.  Along 
with  New  York  lawyer  Andrew  N. 
Heine,  he  has  been  trying  to  take 
over  itwc,  Corp.  since  March.  The 
$1.1  billion-a-year  company  controls 
Arby's  restaurants,  RC  Cola,  and  oth- 
er lucrative  holdings — and  is  the 
centerpiece  of  raider  Victor  Posner's 
financially  strapped  empire.  Pelullo, 
who  once  worked  for  Posner  as  a 
high-priced  consultant,  contends  it 
started  as  a  friendly  deal.  But  it 
quickly  turned  bitter  when  Posner 
rejected  the  offer  and  Heine  vowed 
to  fight  in  court.  Posner  responded 
with  a  countersuit  charging  Heine 
and  Pelullo  with  manipulating  DW<;'s 


stock — denied  by  both.  Although  he's 
not  a  lawyer,  Pelullo  represented  him- 
self in  hearings  on  the  charges.  Settle- 
ment talks  are  under  way,  but  neither 
side  is  giving  details. 

A  settlement  would  free  Pelullo,  38,  to 
grapple  with  several  other  nagging  legal 


CRISIS  AT  THE  CARLYLE:  PELULLO  IS  FIGHTING  TO  KEEP  HIS  MIAMI  BEACH  HOTELS 
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problems.  In  June,  he  was  indicted  by  an 
Ohio  federal  grand  jury  in  an  alleged 
kickback  scheme.  The  government  says 
he  paid  a  savings  and  loan  chairman 
$145,000  to  secure  a  $1  million  loan  for 
one  of  his  companies.  He  denies  the 
charge  and  insists  the  money  was  ear- 


ONCE  FRIENDS,  NOW  FOES 

OCTOBER,  1987  Leonard  Pelullo  meets  raider 
Victor  Posner,  proposes  to  buy  his  ailing  Sharon 
Steel.  Instead,  Posner  hires  Pelullo  as  a  consultant 

JUIY,  1988  Pelullo  and  lawyer  Andrew  Heine 
form  Granada  Investments  to  bid  for  Posner's 
Fischbach,  an  electrical  contractor 

MARCH,  1989  After  Fischbach  deal  faUs  through, 
Granada  bids  for  Posner's  DWG.  Posner  rejects 
the  offer.  Pelullo  and  Heine  sue,  demanding  a 
shareholders'  meeting.  Posner  countersues, 
charging  Granada  with  stock  manipulation 

SEPTEMBER,  1989  Hearing  in  DWG  suit  begins  in 
Cleveland.  After  four  days  of  testimony,  parties 
start  negotiating  toward  settlement 


marked  as  prepaid  interest.  Pelulk 
fighting  to  get  the  charges  dismis;|d 
Still  pending  is  a  three-year  Philadel]pa 
grand  jury  investigation.  Federal 
cials  won't  say  what  the  investiga^r 
centers  on,  and  Pelullo  says  he's  i^to 
rant  of  the  charges.  i 
NO  VACANCY.  Meanwhile,  Pelullc|ii- 
fighting  to  keep  his  hold  on  a  string, 
art  deco  hotels.  He  lost  a  key  rounM) 
September,  when  fca  Mortgage  Ca; 
won  a  lengthy  suit  to  foreclose  on  ap^ 
million  loan.  Other  creditors  are  th^t 
ening  to  liquidate  his  Royale  Group  ffl. 
which  until  recently  was  the  hol^g 
company  for  his  hotels.  But  Pelullo  v|rs 
to  continue  the  battle.  "These  hotelslrt 
not  going  on  the  block,"  he  says.  3 
He  runs  his  troubled  empire  frol  t 
top-floor  office  in  pi 
ami  Beach's  Carlylefo 
tel,  which  is  tempciff 
ily  closed  becauseic! 
highway  construcfer 
nearby.  Despite  |)i 
surrounding  turmoilit 
can  be  friendly  |ic 
charming.  But  mU} 
people,  and  lender^ir 
particular,  are  wary^r 
a  1986  case  involviii 
company  he  was  trj 
to  turn  around,  a 
ness  said  Pelullo 
him  he  was  "profes 
al"  at  taking  out  I 
and  not  repaying  tipa 
Pelullo  insists  he  nitei 
said  that. 

Pelullo  got  his  ssi 
ness  training  on'ih( 
job.  He  attended  Oklahoma  State  fai 
versify,  where  he  was  on  the  wresjbf: 
team,  and  Temple  University  for  a  |ai 
each.  But  he  quit  to  join  his  fany'; 
construction  company.  He  later  ru  i 
limousine  company  and  a  restauranfce 
fore  trying  his  hand  as  a  turnarUK 
specialist  in  1981.  That  year,  a  fier^ 
who  had  a  major  stake  in  Mbth 
based  Cavanagh  Communities  (iri) 
asked  him  to  help  straighten  outi ' 
company,  which  was  plagued  b  1 
gal  problems  stemming  fron  i 
sales  of  undeveloped  swamplan 

Cavanagh  would  become  the  or 
of  his  holdings.  Two  years  late  a! 
ter  selling  off  part  of  the  comii  \ 
and  taking  control  of  the  rest? 
luUo  traded  Cavanagh  stock  an  a- 
sumed  debts  to  acquire  six  troi'lf 
art  deco  hotels  and  an  apart  eri 
house  in  Miami  Beach.  The  comiii) 
was  renamed  Royale  Group.  Drint 
that  period  he  met  Heine,  who^vas 
Cavanagh's  lawyer. 
Over  the   years,   Pelullo  hai 


Why  clients  select  J.P  Morgan 
for  M&A. 


1.  Advice  that  is  totally  objective.  Rather  than  promote  merger  and  acquisition 
transactions  simply  to  generate  fees,  we  become  a  strategic  financial  advisor, 
bringing  a  relationship  focus  to  a  transactional  business.  If  a  transaction  is  not 
clearly  in  a  client's  best  interests,  we  will  recommend  against  it.  Our  clients 
expect  and  get  from  us  objective  advice,  based  on  a  thorough  knowledge  of  their 
needs  and  goals. 

2.  Research  free  from  conflict  of  interest.  Good  financial  advice  requires  fun- 
damental research  on  a  global  basis.  Morgan  Guaranty's  financial  advisory  staff 
of  120  analysts  is  based  in  all  the  major  financial  markets  worldwide.  These  ana- 
lysts support  Morgan's  M&A  and  corporate  finance  activities.  They  do  not  provide 
research  to  institutional  investors  to  generate  brokerage  conmiissions. 

3.  In-depth  international  capabilities.  Research  and  execution  today  must 
reflect  the  growing  interdependence  of  global  capital  and  industrial  markets. 
Morgan  has  always  been  an  international  firm  with  a  major  presence  in  the 
world's  financial  centers.  This  international  dimension  -  and  our  worldwide 
client  base  -  further  distinguish  us  from  other  firms  offering  M&A  services. 

4.  Complete  range  of  M&  A  services.  They  include:  advising  public  and  private 
companies  on  prospective  acquisitions,  partial  or  total  divestitures,  tax-free  spin- 
offs, joint  ventures,  restructurings,  and  recapitalizations;  furnishing  a  variety  of 
services  under  defensive  retainers;  acting  as  dealer  manager  for  cash  tender 
offers;  providing  fairness  opinions;  and  acting  as  advisor  and  equity  investor  in 
leveraged  buyouts. 

5.  Compensation  based  on  added  value.  We  structure  our  fees  to  match  each 
client's  specific  strategic  objectives.  Our  compensation  is  tied  directly  to  the  value 
we  add.  This  means  we  compete  for  M&A  business  on  the  basis  of  performance 
and  price. 

We've  set  our  sights  on  being  the  world's  leading  M&A  advisor,  and  that's  why 
we're  changing  the  way  this  business  is  done. 
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formed  close  ties  with  his  bankers! 
some  say  too  close.  In  1986,  he  tried  | 
trade  some  real  estate  holdings  to  sati 
fy  a  $12  million  loan  from  Miami's  Sulj 
shine  State  Bank.  But  banking  reguli, 
tors  balked.  According  to  court  filing 
by  the  Florida  Comptroller's  office,  Fj 
lullo  hadn't  paid  interest  or  principal  i 
the  loan  for  16  months.  Plus,  two  forml' 
Royale  executives  had  gone  to  work  fj- 
Sunshine.  And  the  Comptroller  believ< 
some  of  the  property  pledged  to  Su 
shine  had  been  seized  by  regulators  ; 
the  failure  of  Denver-based  Dominij 
Bank,  where  Pelullo  had  served  as  vi{[ 
chairman.  The  Federal  Deposit  Insu 
ance  Corp.  was  appointed  as  liquidat 
of  Sunshine,  and  it  is  still  trying  to  c;- 
lect  on  the  loans.  Pelullo  says  the  prc'- 
erties  in  question  were  never  connecti 
to  Dominion  Bank  and  denies  ar 
wrongdoing. 

CALL  ME  BOB.  Allegations  of  Pelullo  mi 
ties  surfaced  in  a  1985  report  by  tp 
New  Jersey  State  Commission  of  Inv(|- 
ligation.  The  report,  which  focused  ii: 
organized  crime  in  boxing,  described  I- 
lullo  as  a  "key  organized  crime  associsj 
from  Philadelphia."  Pelullo  angrily  Er- 
nies any  mob  connections.  He  says  'i- 
has  denied  the  charge  under  oath  aji 
would  sue  the  commission  were  it  rt 
for  immunity  laws  shielding  the  agend. 

He  didn't  let  the  report  slow  hii 
down,  though.  Through  a  mutual  frieil, 
Pelullo  met  Posner  in  late  1987.  His  pr 
posal:  to  buy  Posner's  Sharon  Sti'li 
Corp.,  which  was  in  Chapter  11.  Posrr 
declined  the  offer  but  hired  him  fori 
year  as  a  consultant  at  a  fee  of  ma 
than  $1  million.  Pelullo's  main  job  waS'O 
keep  Posner  in  control  of  Sharon,  i- 
cause  of  the  publicity  from  New  Jerss 
Pelullo  went  in  Posner's  circle  by  te 
name  Bob  Paris.  Despite  Pelullo's  ^ 
forts,  the  bankruptcy  court  appointe(i 
trustee  to  run  Sharon. 

Once  inside  Posner's  organization,  J- 
lullo  saw  some  other  potential  buyoui. 
He  contacted  Heine,  with  whom  he  H 
worked  on  a  few  other  deals.  The  pr 
first  tried  to  buy  Posner's  Fischbn 
Corp.,  an  electrical  contractor.  Whi 
that  deal  fizzled,  they  went  after  D  i 
with  an  offer  of  $22  a  share,  or 
million.  Posner  turned  it  down  anda 
flurry  of  lawsuits  followed.  Pelullo 
Heine  charge  Posner  with  looting  D  j 
and  cheating  other  shareholders.  Posr", 
who  declined  to  comment,  charges  iM 
countersuit  that  Heine  and  Pelullo  n- 
nipulated  the  stock.  Despite  it  all,  f- 
lullo  expresses  affection  for  Posner.  il 
like  Victor,"  says  the  self-descril'J 
workout  specialist.  "He's  a  fighter,  £|1 
I'm  a  fighter."  That's  one  Pelullo  b 
description  nobody  could  dispute. 

By  Gail  DeGeorge  in  Miami  Be^h 
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''Feel 
the  great  forces 
that  are  behind 
every  detail/' 

— Oliver  Wendell  Holmes 


Perfection  is  our  obsession. 


THE  RITZ-CARLTON 

CHICAGO 

at  Water  Tower  Place 

(312)266-1000 

A  Four  Seasons  Hotel 


"Art 
will  always 
be  art." 

Johann  Wolfgang  von  Goethe 


Mercedes-Benz  cars  have  always  been 
among  the  most  sophisticated  and  fascinat- 
ing automobiles  of  their  time. 
Spanning  more  than  a  century,  the  history  of 
Mercedes-Benz  is  a  chronicle  of  pioneering 
achievements  in  automotive  technology: 
From  the  first  protective  safety  body  to  the 
electronically  controlled  Seatbelt  System,  the 
Airbag  and  the  Anti-lock  Braking  System. 


Daimler-Benz  .AG,  Mercedesstrasse  136.  D-7000  Stuttgart  60,  Federal  Republic  of  Germany 


The  history  of  Mercedes-Benz  is  a  portfolio 
of  classic  design.  Never  merely  following 
temporary  fashion  trends,  but  always  retain- 
ing the  distinctive  character  and  identity  of 
the  marque. 

Daimler-Benz,  the  parent  company  of 
Mercedes-Benz,  is  committed  to  its  leading 
role  in  the  automotive  world. 


The  automobile  is  and  will  remain  the 
driving  force  at  Daimler-Benz. 
Yet  Daimler-Benz  is  more  than  just 
automobiles.  Daimler-Benz  is  aerospace, 
aviation,  advanced  electronics  and  com- 
munications. With  all  of  these  resources  at 
their  disposal,  Mercedes-Benz  engineers  will 
continue  the  science  -  and  art  -  of  creating 
the  world's  finest  automobiles. 


DaimlerBenz 


orts  Business 


BASEBALL  I 


A  CRUCIAL  INNING 
FOR  BASEBALL 


A  push  to  kill  salary  arbitration  threatens  the  1990  season 


Like  most  baseball  fans,  Allan  H. 
"Bud"  Selig,  president  of  the  Mil- 
waukee Brewers,  looks  forward  to 
the  World  Series.  But  as  this  year's  Se- 
ries unfolds,  Selig  may  have  trouble 
keeping  his  mind  on  the  game.  Soon  af- 
ter the  cheering  stops,  Selig  will  lead  his 
fellow  owners  into  negotiations  with  the 
players  over  a  new  labor  contract.  And 
these  negotiations  could  be  the  most  dif- 
ficult ever.  The  owners  want  the  players 
to  give  up  something  they  fought  bitter- 
ly for  and  won  in  1974:  the  arbitration  of 
salary  disputes. 

The  stakes  could 
hardly  be  higher.  For 
starters,  the  1990  sea- 
son hangs  in  the  bal- 
ance. The  owners  are 
threatening  to  lock  the 
players  out  of  spring 
training  if  the  talks  fail 
to  produce  a  contract 
by  mid-February.  These 
talks  "will  have  a  direct 
bearing  on  the  future  of 
the  game,"  says  Selig. 
Indeed,  if  the  owners 
fail  to  gain  more  control 
over  escalating  salaries, 
Selig  wonders  how 
much  longer  teams  in 
small  markets  such  as 
Milwaukee  will  be  able 
to  compete. 
FIERCE  FIGHT.  Since  leading  the  commit- 
tee that  tap])ed  Peter  V.  Ueberroth  to  be 
baseball  commissioner  in  1984,  Selig  has 
become  perhaps  the  most  influential 
owner  in  baseball.  He  chairs  the  Player 
Relations  Committee,  which  negotiates 
with  the  Major  League  Baseball  Players 
Assii.  Selig  plans  to  play  a  more  direct 
role  in  th;  se  talks  than 
his  predecessors  who 
left  more  O!  ihe  work  to 
the  PRC's  ■  -.(H'utive  di- 
rector, cur-'  Titly  Barry 
Rona.  And  rning,  as  he 
does,  from  a  "small-mar- 
ket" team  v/hose  exis- 
tence is  precarious,  Selig 
is  certain  to  mount  a 
fierce  fight. 

One  reason  for  Selig's 
prominence  is  his  long 


baseball  experience.  He  was  instrumen- 
tal in  bringing  the  Brewers  to  Milwau- 
kee in  1970.  As  the  team's  CEO  since 
then,  he  is  well-versed  in  the  nitty-gritty 
of  squeezing  out  profits.  Most  teams  are 
owned  by  wealthy  executives  preoccu- 
pied with  other  interests.  In  some  cases, 
large  corporations  are  the  owners.  But 
Selig,  a  Chevrolet  dealer  who  is  the 
Brewers'  largest  shareholder,  says:  "If  I 
told  you  I  devote  1007'  of  my  time  to  the 
Brewers,  that  would  be  conservative." 
Selig's  stature  also  stems  from  prov- 


BREWERS  OWNER  SELIG:  "WE  NEED  A  SYSTEM  THAT  PRODUCES  HOPE  FOR  TEAMS 
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ing  that  a  club  in  a  small  market  can 
compete  if  it  is  managed  well,  says  Mi- 
chael S.  Megna,  a  leading  expert  at  ap- 
praising baseball  teams  at  American  Ap- 
praisal Associates.  The  Brewers  must 
vie  with  other  teams  for  star  players, 
yet  they  receive  only  about  $4  million  a 
year  for  local  broadcast  rights,  or  about 
107  of  what  the  New 
York  Yankees  get.  Selig 
compensates  by  holding 
down  costs,  so  that  the 
team  can  break  even  if  it 
draws  1.6  million  fans  a 
year.  "And  the  fact  re- 
mains that  we  must 
have  a  winning  team  to 
reach  that  level,"  he 
says.  In  1986,  for  exam- 
ple, the  Brewers  finished 
sixth,  drew  only  1.3  mil- 
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lion,  and  lost  money.  The  club,  wi 
more  success  on  the  field,  has  ma| 
modest  profits  since. 

Selig  empathizes  with  owners  w( 
worry  that  sharply  higher  player  sa 
ries,  already  averagmg  about  $500,000 
year,  might  leave  them  unable  to  bid  f 
the  kind  of  talent  that  produces  a  w 
ning  season.  "But  all  the  teams  have 
be  able  to  win  for  baseball  to  thrive 
Selig  argues.  "We  need  a  system  th 
produces  hope  for  teams,  not  oblivion 
A  BIG  TRADE?  Thus,  Selig  and  Rona  w 
be  pressing  for  radical  change.  Th 
want  to  eliminate  arbitration,  in  whi 
players  with  three  or  more  years  of  e 
perience  in  the  major  leagues  can  ta 
salary  disputes  to  an  arbitrator.  The 
bitrator  must  choose  between  the  pi 
er's  last  salary  demand  and  the  clul 
final  offer  and  makes  his  decision  ba 
on  what  other  players  of  comparal 
skills  are  paid.  The  owners  managed 
hold  down  arbitration  awards  in  l! 
and   1985  by   refusing  to  sign  fi 
agents,  but  that  stra] 
gy  backfired  when 
players  won  dama 
from    an  arbitrati 
With    awards  risi 
again  (chart),  the  o 
ers  decided  to  attack 
l)itration  head-on. 

In  place  of  arbitj 
tion,  "we  are  going 
be  proposing  a  reven 
sharing  plan  with 
players,"  says  Roi 
Salaries   for  play 
with  fewer  than 
years    of  experie 
would  then  be  set  bai 
on  "criteria  such  as 
niority,  contribution 
the  team,  and  perf 
mance  statistics, 
adds.  Players  with 
than  six  years  of  experience  could  s 
become  free  agents. 

Player-union  represenUitives,  who  A' 
they  have  not  seen  specifics  on  the  o\ 
ers'  plans,  declined  to  comment 
whether  there  could  be  a  trade-off 
tween  concessions  on  arbitration  in 
turn  for  some  sort  of  revenue-shari 
But  given  arbitration's  key  role,  the  • 
sue  is  sure  to  be  contentious — particul'- 
ly  since  baseball  is  earning  record  pi  - 
its.  Indeed,  most  players  seem  to  fa  r 
exactly  what  the  owners  don't  wanti 
continuation  of  the  current  agreeme:. 
No  wonder  that  Donald  Fehr,  the  pi  - 
ers' lead  negotiator,  is  already  say  ? 
the  odds  of  a  strike  or  lockout  next  si- 
son  are  at  least  50-50.  If  you're  a  fi, 
you  might  want  to  tape  the  World  Seis 
just  in  case  there's  no  baseball  to  wati- 
By  William  C.  Symonds  in  Milwaut 
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BUSINESS  IS 
MANUFACTURING, 
GET  READY  FOR 
A  FRIENDLY 
TAKEOVER. 


M  • 


FIRST  WE  GAIN  CONTRC» 


YOUR  FACTORY  FLOOR. 


ASK  presents  a  complete  set  of  MRP-II  tools 

to  take  you  from  raw  materials  to  finished  product. 


For  over  15  years,  ASK  has 
quietly  controlled  billions  of 
dollars  wortli  of  maniitacturing. 

Ever)'thing  from  silicon 
chips  to  potato  chips.  Across 
a  multitude  of  sites,  currencies 
and  legal  systems.  In  a  \  ariety 
of  languages. 

And  we've  done  all  this 
with  a  flexible  software  system 
we  call  MANMAN."  A  system 
easily  tailored  to  your  unic^ue 
manutacturing  process. 
M  ANM  AN  consists  of  twent\' 
integrated  soft^vare  products 
that  can  control  even,'  aspect 
of  your  company's  operations. 

The  heart  of  the  svstem 

is  manman/mfg:  It 

manages  master  scheduling, 
priorities  and  capacities, 
material  requirements  and 
cost  accounting.  Ex  er^'  func- 
tion required  by  a  discrete 
manufacturer  to  control  the 
manuficturing  environment. 

To  streamline  JustTn-Time 
operations,  there's  MAN  MAX/ 
repetitive:  it  optimizes 
rate-based  scheduling  and 
minimizes  total  inventor)' 
levels.  And  because  it's 


completclv  integrated  with 
MANMAN/MFG,  it  supports 
mixed  mode  as  well  as  repeti- 
tive en\'ironments. 

If  vou're  a  contract  manufac- 
turer; MANMAN/PROJECTS" 
will  gi\'e  you  faster,  more  profit- 
able outcomes.  It  allows  \'()u 
to  schedule  and  control  design, 
production  and  purchasing 
actix'ities  from  a  project's 
inception  through  completion. 

With  MANMAN/ 
TRACKER,"  process  manu- 


/ 

MANMAN/DATAPORT" 

Application  Services 

MANMAN/MFG^^ 

Manufacturing  Management 


MANMAN/REPETITIVE  ■ 

Repetitive 
Manufacturing 


MANMAN/BARSCAN 

Bar  Code  Production 


MANMAN/TRACKER  " 

Lot  Tracking 


PLANMAN/MFG^ 

Mini-Micro 

Forecast  Maintenance 


MANMAN/PROJECTS" 

Manufaaunng 
Project  Management 


facturers  can  track  product  lots 
from  initial  receipt  through 
manufacturing  to  final  ship- 
ment of  goods. 

For  fast  and  accurate  data 
entiT,  add  MANMAN/ 
BAliSCAN!"  It  replaces  error- 
prone  kex'board  data  entr\'  with 
a  simpler  bar  code  method. 

Add  PLANMAN/MEG" 
and  \'ou  can  streamline  the 
effort  required  to  create  and 
anahze  production  forecasts. 

Einallv,  theres  MANMAN/ 
DATAPORT,™  ASK's  newest 
C-IM  product.  Because  of 
DATAPORT's  connecti\  ity 
architecture,  you  can  automate 
interplant  inx  entories  in  a 
paperless  manner, connect  shop 
floor  data  collection  s\'stems 
and  much  more. 

With  MANMAN,  e\'er\'onc 
will  know  how  much  more 
efFiciently  and  profitabh'  N'our 
factoiT  runs,  e\  en  Ix'fore  the 
big  change  shows  up  in  finance. 


ASK 

Company 
s  Divisioti 
w  York 


NEXTWETAKE/^lf 


FEREST  IN  FINANCE 


ASK  offers  complete  financial  functions 
seamlessly  integrated  with  your  fectory  floor. 


To  compete  successfully  in 
today's  tough  competitive 
environment,  all  departments 
have  to  know  what's  happ)cn- 
ing  on  the  factory  floor. 

MANMAN  financial  pack- 
ages not  only  automate  your 
accounting  fimctions,  but 
also  link  you  directly  to  the 
factory  floor  and  to  your  entire 
business  operations. 

MANMAN/AP™  gives  you 
ma)dmum  control  over  your 
accounts  payable  process  by 
integrating 
your  receiving, 
purchasing 
and  invoice 
matching 
functions. 

With 
MANMAN/ 
GL~  you  see 
the  big  picture 
taster.  With 


MANMAN/HR  " 

Human  Resources 


MANMAN/GL  " 

General  Ledger 


MANMAN/FA  " 

Fixed  Assets 


A  

MANMAN/PAYROU" 

Payroll 


automatic  |X)stings  from  sub- 
ledgere.  And  consolidation  of 
general  ledgere  from  as  many 
sites  as  you  want,  frx)m  around 
your  countr)'  or  around  the 
globe. 

If  you  need  to  manage  your 
resources  from  acquisition 
through  retirement,  we  oflfer 
MANM  AN/FIXED  ASSETS!" 
It  increases  your  control 
over  depreciable  and  non- 
depreciable assets. 

To  take  control  of  vour 


/ 

MANMAN/DATAPOilT  " 

ApplKatKx>  ServKes 

MANMAN/MFG'' 

Manufacturing  Management 


MANMAN/HEPETTTIVE  ■ 

Repetitive 
Manufacturing 


MAN  MAN/  BARSf  Mi  • 

Bar  Code  Production 


MANMAN /TRACKER  " 

Lot  Tracking 


PIANMAN/MFG  ■ 

Mini  Micro 

Forecast  Maintenarxe 


MANMAN/PROIECTS  " 

Manufaauring 
Projea  Management 


entire  payroll  process,  there^ 

manman/payroll:-  it^ 

integrated  with  labor  collec- 
tion data  from  the  factory  floor, 
so  information  automaticallv 
flows  into  the  pa\'rolI  system. 

Finallv,  MANMAN/ 
HUMAN  RESOURCES"" 
integratcs  your  control  over 
employee  and  recruiting  infor- 
mation. It  keeps  your  skills 
inventory  up  to  date  so  x  ou 
can  keep  track  of  who's  been 
trained  on  what  and  all  other 
N'ital  employee  information. 
And  it  also  supports  the 
administration  of  company 
benefits  and  legal  compliances. 

And  if  you  think  ASK  adds 
up  in  accounting,  just  wait  till 
you  see  what  we  can  do  for 
marketing,  sales  and  customer 
scnice. 


ASK 

!m/  Automation  Systems 
ntiliiif)  Division 

titcky  ^' 


r  BE  HARD  TO  SELL 


ASK  links  sales,  customer  service  and  marketing  with 
manufacturing  so  you  can  deliver  the  right  products 
at  the  right  time. 


Ifs  no  good  just  to  make  a 
product  better,  cheaper  and 
faster. 

It's  got  to  be  the  right 
product.  With  the  right  sales 
and  service  program  to  back 
it  up. 

That's  why  you  should  let 
ASK  take  over  your  marketing, 
sales  and  serx  ice  departments. 

With  manman/omar: 

our  order  management  and 
accounts  receix  able  softw  are, 
you  control  orders  ivom  the 
minute  they 
come  in  to  the 
moment  they 
go  out.  OMAR 
streamlines 
the  order 
management 
and  accounts 
receivable 
process  with 
automated 
customer 
quotation, 
orcier  entr}', 
billing  and 
sales  analysis. 
And  because 


its  directly  integrated  with 
manufacturing  and  finance,  it 
allows  you  to  \  alidate  a\  ail- 
ability  of  parts  and  prices, 
\'erif\'  customer  creciit,  product 
costs,  appropriate  discount 
le\'els,  commissions  and  more. 

To  maintain  solid  customer 
sen  ice  after  the  sale,  there's 
MANMAN/SERVICEMAN." 
It  tracks  sen  ice  calls,  monitors 
depot  repair  activit)'  and 
facilitates  telephone  support 
operations,  while  minimizing 


/ 

MANMAN/AP" 

Accounts  Payable 

/ 

MANMAN/HR 

Human  Resources 

/ 

MANMAN/GL  " 

General  Ledger 

/ 

MANMAN/FA 

Fixed  Assets 

MANM  AN/PAYROLL 

Payroll 


MANMAN/DATAPORT" 

Application  Services 


MANMAN/MFG^" 

Manufacturing  Management 


redundant  administration 
acti\ities. 

With  ASK  sofKx  are  rtinning 
sales,  serx'ice  and  marketing, 
ever\'  department  will  know 
what  the  others  are  doing 
automatically.  And  there  s  no 
more  duplication  of  data  or 
data  entr\'.  You'll  sax  e  time, 
improx  e  cash  flow,  ensure 
on-time  deli\  er)'  and  gi\  e  \'our 
customers  a  higher  le\  el  of 
ser\  ice  than  e\  er  before. 
And  to  get  \'()ur  new 
product  to 
market  faster, 
ASK  is  the 
answer  to 
engineering  and 
design  as  well. 


MANMAN/OMAR 

Order  Management  & 
Accounts  Receivable 


MANMAN/ 
SERVICEMAN 

Product  Service 
Management 


MANMAN/REPETITIVE  ' 

Repetitive 
Manufaauring 


MANMAN/BARSCAN 

Bar  Code  Production 


MANMAN/TRACKER 

Lot  Tracking 


PLANMAN/MFG 

Mini-Micro 

Forecast  Maintenance 


MANMAN/PROJEaS  ' 

Manufacturing 
Project  Management 


ASK 
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f  COURSE,  \WE  ALSO  HAV 
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SIGNS  ON  ENGINEERING. 


ASK  gets  you  to  market  sooner  by  integrating 
engineering,  design  and  production. 


In  the  rush  to  beat  your 
competition  to  market, 
bottlenecks  between  design 
and  protiuction  can  be  critical. 

Rut  now;  your  engineenng, 
design  and  productitMi  depait- 
ments  can  be  linked  together 
for  greater  speed  and  efficiencx'. 

M  AX  MAN,  EN'G  I X  H  K  R' 
takes  \  our  existing;  CAE' 
CAD/CAxM  (EDA)  systems 
and  connects  them  w  ith 
MAXMAX.  This  direct  inter- 
face to  manutacturing  can 

reduce  time  to  ^  

market  and 
imprcne 
product  design 


MANMAN/AP  ' 
Accounts  Payable 


/ 

MANMAN  HR 

Human  Resvr^-^ei 

MANMAN/GL  - 
Ge-^e'd  Ledger 


MANMAN  FA 


MANMAN/PAYROU  • 

Payor 


and  qualit\-. 

Which  means  \-oi.ril  go 
from  ctmcept  to  finished  pi\)d- 
ucr  faster  than  e\  er  before. 

A I A  X  A 1 A  X  E  X  G I X  E  E  R 
lets  you  project  c(xsts  of  time 
and  materials,  set  up  routers, 
bills,  capacirs'  plans,  cost 
roll-ups  and  more.  All  on 
engineering  s  database,  with- 
out disturbing  tlie  integrit\-of 
pnKluction  information  in 
other  areas  of  the  ALAXMAX 
system. 


MANMAN  DATAPORT 

ApDiication  SerMces 


MANMAN/MFG 

Manufacturing  Management 


MANMAN/REPETTTIVE  ' 

Repetitive 


MANMAN/BARSCAN 

Baf  Code  ProOuaion 


MANMAN  TRACKER  ^ 

Lot  Tracking 


PLANMAN  MFC 

Mini- Wicro 

Forecast  Maintenance 


MANMAN/PROJECTS  ^ 

Manu+actufing 


ASKsMAXAL^X 

QIWI.ITY"  allow  s  \  iui  to 
pinpoint  qualitx'  problems. 
So  your  product  designers 
can  make  an  engineering 
change,  or  xour  production 
engineers  can  make  a  manu- 
facturing, process  chani;e. 

So  w  ith  AIAXALAX\vour 
company  can  get  high  qualitx' 
products  to  market  on  time, 
e\  en  time. 

All  of  w  hich  w  ill  make  top 
management  \  en  happ\'. 

Of  course, 
w  e\  e  got  some 
changes  in  mind 
for  them,  too. 


,'ANMAN  OMAR 

Management  A 


MANMAN 
SERVICEMAN 

P'oduct  Service 
Management 


MANMAN/ENGINEER  - 

Manufacturing 

ProcJua  Enginee'  nq 


MANMAN/QUALITY  ^ 
Manufacturing 
Quality  Management 
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ES  IN  TOP  MANAGEMENT. 


\SK  keeps  management  on-line  and  in  control  with 
tey  planning  and  decision  support  information. 


ASK  softw'arc  can  also  bring 
iboLit  big  changes  in  the 
:xecuti\'e  suite.  Even  if  your 
op  executi\'es  never  go  near 
I  computer. 

Because  management  will 
lo  longer  need  to  seek  out 
nany  sources  to  get  the 
mswers  they  need.  Now  an 
ntegrated  information  system 
ised  by  all  your  departments 
ran  be  their  one  source  for 
iccurate,  timely  information. 

DecisionMaker" 
nakes  this   


sofirvvare  modules  in  sen  ice, 
manuficturing,  customer 
order  processing  and  finance. 
DecisionMaker  impro\'es 
\  isibilit}'  into  your  business 
enx'ironment  by  creating 
exception  reports  for  high- 
lex  el  management  decisions. 
DecisionMaker  can  improx  e 
the  c]ualitv  of  management 
decisions  by  pinpointing  the 
most  likely  corrections  to  the 
exception  conditions. 
With  PLAXMAN/Gi;: 


possible.  It 
summarizes 
<:ey  infor- 
mation from 
MANMAN 


MANMAN/AP'^' 

Accounts  Payable 


MANMAN/DATAPORr" 

Application  Services 


/ 

MANMAN/HR 

Human  Resources 

MANMAN/MFG^" 

Manufacturing  Management 


/ 

MANMAN/GL  " 

General  Ledger 

MANMAN/REPETITIVE  ■ 

Repetitive 
Manutactunng 


MANMAN/BARSCAN  ' 

Bar  Code  ProdurTion 


Fixed  Assets 

MANMAN/TRACKER 

Lot  Tracking 


PLANMAN/MFG 

Mini-Micfo 

Forecast  Maintenance 


MANMAN/PAYROLL  ■ 

Payroll 


MANMAN/PROJECTS 

Manufacturing 
Project  Management 


PLANMAN/GL  " 

Mini-Micro  Budgeting 
and  Analysis 


\'ou  can  extract  and  analyze 
accounting  data  to  create 
re\  ised  budgets,  so  you  can 
accurateh'  respond  to  changes 
in  your  operation. 

And  iVlANMAN  also 
connects  to  your  existing 
personal  computers.  You  can 
dow  nioad  \  irtually  any  data 
from  the  MANMAN  s\'stem 
to  the  PC^  spreadsheet  and 
graphics  tools  you  already 
use  e\  en'  da\'. 

The  bottom  line  is  that 
ASK  gi\  es 
e\  enone 
more  control. 
Including 
the  people  at 
the  top. 


MANMAN/OMAR 

Order  Management  & 
Accounts  Receivable 


/ 

MANMAN/ 

SERVICEMAN 

Product  Service 

Management 

/ 

MANMAN/ENGINEER  ' 

Manufacturing 
Product  Engineering 


MANMAN/QUAUTY 

Manufaauring 
Quality  Management 


DecisionMaker 
Management  Reporting 


ASK 


ca,  IiK. 


OVER50BILJJON 
DOLLARS  WORTH  OF 
MANUFACTURING  IS 
AU^EADY  UNDER 
OUR  CONTROL. 


ASK  is  your  resource  for 
i  n  teg  ra  ted  m  an  age  me  n  t 
information  sx'stems  for 
manufacturing  companies. 

In  fact,  w  e  alread\'  control 
manufocturing  at  o\  er  2,400 
different  sites.  Which  adds  up 
to  over  50  billion  dollars 
worth  of  manufactured  go(x1s 
ever)'  year.  Auto  parts. 
Machine  tools.  Paper  cups. 
C'.omputers.  Cosmetics.  You 
name  it.  For  companies  of 
e\  en'  siz.e,  including  some  of 


the  biggest  in  the  world. 
So  why  not  yours.^ 
O u  r  i n d ust n' -  seaso ned 
consultants  can  take  you  all 
the  wa\'  from  planning  to 
implementati(Mi  through  to 
final  s\'stem  audit.  And  we 
offer  38  different  classes  at 
sex'cn  training  centers,  as  well 
as  on-site  and  self-paced 
training  for  \  irtualh'  e\'en'one 
in  \'our  companx;  including 
the  people  who  run  it.  With 
instructors  who\  e  ser\  ed  in 


the  real  world  of  real  time. 
In  companies  like  vour  own. 

So  if  you  want  to  take  more 
control  o\'er  e\'en'  department 
in  N'our  compan\',  we  ha\'e  a 
proposition. 

Pick  up  the  phone  and  call 
us  today  at  800-4-FACTORY. 
In  Canada  or  other  points 
outside  the  U.S.,  call  415- 
969-4442,  collect. 

We'd  like  to  discuss  a  veiy 
friend I\'  takeox  er. 


AND  N/VE'RE  READY  TO 
TAKE  OVER  YOURS. 


ASK 


ASK  Computer  Systems  Inc.,  2440  W.  El  Camino  Real,  Mountain  View,  CA  94039-7640 
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CIRCI  H  RHAOHR  SHRVICH  NUMBER  100 


Think  of  them  as 
your  new  home... 
Think  recycle. 


Ix)ok  closely. 

What  do  you  see? 

We  see  a  conven- 
ient and  economical 
means  of  packaging  - 
a  resilient  resource 
that  can  be  brought 
back  to  life  in  any 
number  of  forms.  Like 
insulation  board  for 
the  walls  of  your 
home.  Or  products  for 
your  office.  Or 
playground  equip- 
ment. 

That's  because  poly- 
styrene is  recyclable. 

To  make  polysty- 
rene recycling  as 
common  and  as  easy 
as  recycling  glass, 
aluminum  and  news- 


paper, Huntsman 
Chemical,  along  with 
other  polystyrene 
manufacturers,  has 
formed  the  National 
Polystyrene  Recycling 
Company.  Through 
our  five  regional  poly- 
styrene recycling 
facilities,  we  plan  to 
reprocess  25%  of  all 
disposable  polystyrene 
products  by  1995. 

Concerned  commu- 
nities around  the 
country  are  already 
joining  in  this  effort. 

In  Massachusetts, 
for  example,  school 
children  are  saving 
their  lunch  trays  for 
pick-up  by  a  recycling 
plant  that  will  clean, 
pelletize  and  eventu- 
ally transform  those 
trays  into  a  variety  of 
durable  consumer 
products,  from  video 


cassette  boxes  to  cafe- 
teria trays  to  trash 
cans. 

They're  learning 
that  what  makes  poly- 
styrene right  to  use  in 
food  packaging  makes 
it  right  for  reuse. 

To  further  conserve 
natural  resources, 
we've  established  the 
Huntsman 
Environmental 
Research  Center  at 
Utah  State  University. 
The  Center  will  ad- 
vance environmental 
technology  in  key 
areas  of  air  and  water 
quality,  reforestation, 
degradability  and  recy- 
cling. 

So  next  time  you 
see  a  polystyrene 
product,  think  of  it  as 
a  new  home.  And 
think  recycle. 


HUNTSMAN  Chemical  Corporation 
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MANAGEMENT  I 


WHERE  1990S-STYLE  MANAGEMENT 
IS  ALREADY  HARD  AT  WORK 


■3' 
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Bob  Daniell  is  transforming  United  Technologies  by  making  the  customer  king 


It  was  with  some  urgency  that  Robert 
F.  Daniell,  the  newly  appointed  CEO 
of  United  Technologies  Corp.,  sum- 
moned his  top  executives  in  March  of 
1986.  Just  weeks  after  taking  the  reins 
from  predecessor  Harry  J.  Gray,  Daniel! 
called  a  management  powwow  at  the  Ju- 
piter Beach  Hilton  in  Florida.  The  sub- 
ject? UTC's  shaky  future.  Customers  of 
its  Pratt  &  Whitney  jet  engines,  out- 
raged by  lousy  service,  were  defecting 
in  droves  to  archrival  General  Electric 
Co.  Market  shares  at  UTC's  once-domi- 
nant Otis  elevator  unit  and  Carrier  air- 
conditioning  company  were  evaporating. 
Profits  had  hit  a  13-year  low.  "Things 
had  to  change,"  says  Daniell. 

Unlike  management  meetings  under 
the  iron-fisted  Gray  regime,  however, 
there  was  no  lecturing  from  Daniell.  In- 
stead, a  Boston  consultant  moderated  a 
roiling  discussion  in  which  managers  put 
forth  their  remedies:  Dump  divisions 
wholesale,  diversify,  pump  up  research- 
and-development  spending.  "Just  the 
fact  that  we  went  through  all  of  that 
yelling  and  screaming  was  unusual," 
says  one  executive  who  attended.  After 
two  days,  Daniell  and  his  team  decided 
to  remake  UTC — to  level  its  autocratic 
structure  and  bring  more  of  its  186,800 
employees  into  the  decision-making  pro- 
cess. The  ultimate  goal:  to  get  UTC's 
haughty  culture  to  take  marching  orders 
from  its  customers. 

Worker  empowerment.  Team-building. 
Getting  close  to  your  customer.  While  a 
lot  of  companies  are  just  starting  to  talk 
about  such  methods.  Bob  Daniell  is  al- 
ready proving  that  they  can  work  won- 
ders on  the  bottom  line.  The  changes  are 
nowhere  more  apparent  than  at  jet-en- 
g;:'0  ihpk  'r  Pratt  &  Whitney  Co.,  which 
pull  •.  more  than  half  of  UTC's  operat- 
ing profit.  Orders  have  increased  eight- 
fold, to  'learly  $8  billion,  since  1987. 
Overall,  IT''  has  been  a  rather  sluggish 
performer.  While  the  comi)any  has  re- 
bounded f-'<.r,'\  the  drubbing  it  took  in  a 
1986  rest:-  auring,  its  pro  its  this 
year — at  $6,  million  on  revenues  of  $20 
billion — will  '  e  just  slightly  better  than 
in  1984.  But  UTC  is  poised  to  take  off. 
Spurred  by  Pratt  &  Whitney's  -welling 
engine  orders,  the  company's  net  profits 


are  expected  by  analysts  to  jump  nearly 
16%  in  1990,"  to  $785  million.  Wall 
Street's  response?  UTC's  stock,  at  about 
56,  has  risen  37'/^  in  the  past  year — al- 
most twice  the  pace  of  its  aerospace  and 
defense  industry  brethren. 
A  LISTENER.  Daniell  will  be  hard-pressed 
to  keep  up  the  pace.  Pratt  &  Whitney  is 
duking  it  out  with  some  formidable  com- 
petitors, most  notably  GE  and  Rolls- 
Royce  PLC.  And  those  companies  are 
hard  at  work  on  new  engines  that  could 
grab  business  from  Pratt.  What's  more, 
to  sustain  a  new  era  of  brisk  growth  for 


UTC,  Daniell  must  apply  the  les^ 
learned  at  Pratt  &  Whitney  to  somooj 
the  company's  divisions  that  are  al 
lackluster. 

Daniell  isn't  alone  in  his  vision  of  liv- 
to  energize  a  company.  As  far  as  he 
organizational  gurus  are  concerned,  i's 
doing  exactly  what  Corporate  Ameica 
needs  to  do  to  get  through  the  nextfe- 
cade  (table,  page  96).  "In  the  1990s| 
ganization — the  team — is  the  com! 
five  weapon,"  says  Rosabeth 
Kanter,  a  consultant  and  professo| 
Harvard  business  school.  There's 
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;.  Pacific  Rim  countries  will  force 
etion  costs  still  lower.  And  these 
new  competitors  will  turn  up  the 
on  the  U.  S. — and  Japan — when  it 
;  to  innovation. 

many  ways,  Daniell  is  the  antithe- 
conglomerate-era,  empire-building 
gers,  making  UTC  the  kind  of  case 
that  business  schools  love  to  scru- 
,  In  10  years,  former  Chairman 
built  UTC  from  a  $2  billion  company 
an  $18  billion  manufacturer  of 
ranging  from  military  helicopters 
3pping-mall  escalators.  He  ran  his 
e  largely  by  the  numbers — and 
id  his  people  with  all  the  finesse  of 
dal  lord. 

contrast,  Daniell  is  low-key,  a  lis- 
When  he  gets  passionate,  it's  usu- 
bout  his  effort  to  make  employees 
ke  proprietors  He's  a  builder — but 
iifferent  sort  than  his  predecessor. 
11  is  an  operations  guy  who's  will- 
I  get  his  hands  dirty.  Before  taking 
)p  job,  he  turned  around  UTC's  Si- 
y  Aircraft  Div.,  where  he  started 
ireer  as  a  helicopter  engineer  33 
ago  (page  98). 

liell  holds  little  regard  for  the  trap- 


pings of  corporate  power.  As  chief  oper- 
ating officer  in  1985,  he  didn't  bother  to 
return  a  questionnaire  of  personal  data 
requested  by  Who's  Who.  When  he  be- 
came CEO  in  1986,  executives  stopped  us- 
ing the  heliport  atop  headquarters,  and 
after  he  was  named  chairman  in  1987, 
the  guards  at  headquarters  hung  up  the 
guns  they  had  worn.  Gray  and  Daniell 
are  "two  completely  different  personal- 
ities," says  T.  Mitchell  Ford,  a  UTC  direc- 
tor who  is  the  retired  chairman  of  Em- 
hart  Corp.  Gray  declined  to  be 
interviewed  for  this  story. 
NO-FAULT  BOSSES.  When  Daniell  finally 
became  CEO,  he  inherited  a  divided,  ar- 
gumentative management.  Executives 
were  too  frightened  to  admit  mistakes, 
and  they  directed  their  staffs  like  ar- 
mies. All  the  way  down  the  line,  staffers 
refused  to  take  responsibility  for  errors. 

First,  Daniell  had  some  financial  prob- 
lems to  wrestle  with.  He  began  auction- 
ing off  $1.5  billion  in  assets  and  cutting 
staff.  "These  were  fundamental  block- 
ing and  tackling  moves,  but  that  wasn't 
really  the  problem,"  he  says.  He  had 
to  rid  the  company  of  the  complacency 
that  had  allowed  GE  to  start  snatching 


away  business  from  Pratt  &  Whitney. 

The  jet-engine  division  was  No.  1  for 
so  long  its  managers  had  forgotten  that 
sales  don't  come  automatically.  An  inci- 
dent in  1983  made  that  painfully  clear. 
The  Air  Force,  one  of  the  engine  mak- 
er's biggest  customers,  was  dissatisfied 
with  Pratt's  work  on  the  F-lOO  engines 
for  its  two  main  fighters,  the  F-15  Eagle 
and  F-16  Falcon.  It  had  opened  bidding 
on  the  contract  to  GE — a  real  slap  at 
Pratt  &  Whitney.  The  contract  had  been 
bringing  in  about  $1  billion  in  revenues 
annually,  nothing  to  sniff  at.  Yet  Pratt 
&  Whitney's  president  at  the  time,  Rob- 
ert J.  Carlson,  was  quoted  in  the  Sunday 
magazine  of  The  Hartford  Courant,  the 
division's  hometown  paper,  saying:  "It 
won't  mean  a  tinker's  goddamn  whether 
the  F-lOO  stays  or  goes,  not  one  damn 
thing."  Even  when  reminded  of  the  inci- 
dent recently,  Carlson  defends  his  atti- 
tude. He  says  he  believed  then  that  a 
resurgence  in  commercial  engine  sales 
would  soon  eclipse  the  Air  Force  busi- 
ness. He  was  proven  right,  but  that 
didn't  help  at  the  time.  The  Air  Force 
awarded  757'  of  its  orders  to  GE. 

For  Daniell,  who  was  then  a  senior 
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TAKES  OFF 

ALES  HAVE  JUMPED  AT 
PRATT  &  WHITNEY  UNIT... 
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DATA:  FOREUST  INTERNATIONAL 

..HELPING  TO  BOOST 
UTC'S  EARNINGS 


NET  INCOME 


'87  '88  '89 

IFOOLURS  1 — 
DATA:  COMPANY  REP0R1S,  NOMURA  SECURITIES 


EST.  ■ 


PORATION 


BUSINESS  WEEK/OCTOBER  23,  1989  93 


It's  very  likely  that  t^e  y  n 
on  your  car  was  manufactured  by 
Akzo.  As  well  as  the  paint  on  your 
doors  and  windows. 

Along  with  the  color  in  your 
wallpaper,  your  carpet,  furniture, 
plastic  kitchenware,  and  perhaps 
even  your  lawnmower. 


After  all,  Akzo  is  one  of  the 
world's  largest  makers  of 
points  and  coatings.  And  many 
inn  vations  come  from  our  labo- 
ratories. 

But  even  for  us  it  was  quite  a 
challenge  to  be  involved  in  re- 
decorating the  city  center  of  Turin. 


Like  many  Italian  cities,  Turin 
had,  over  the  centuries,  assumed 
a  uniform  color:  a  drab  yellow 
ocher.  Two  Italian  architects  and 
Akzo  were  commissioned  to 
determine  whether  the  colorful 
splendor  of  the  past  centuries 
could  be  restored. 


This  took  a  lot  of  wh. 
city  archives  were  ccw 
plans  were  compared|A|^ 
temporary  prints  andfA 

And  the  chemicalcoi 
tion  of  the  rediscovetd 
was  analyzed. 

The  result  was  a  lM». 


•lor  scheme  in  modern 
table  coatings. 
10M  boasts  one  of  the 
itiful  city  centers  any- 
he  world. 

her  European  cities  are 

ig  similar  plans. 

!  of  the  world's  largest 


chemical  companies,  with  70,000 
people  in  50  countries  active  in 
the  fields  of  chemicals,  fibers, 
coatings  and  health  care,  we  in- 
vest many  millions  each  year  in 
countless  research  projects. 

Turin  is  a  typical  example  of 
how  we  work.  In  close  co-opera- 


tion with  our  clients.  Whether  it's 
a  gigantic  multinational  oil 
company  or  a  manufacturer  of 
golf  balls. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 


e  Corporation 


vice-president,  Pratt's  arrogance  "was 
brought  into  crystal-clear  focus."  By  the 
time  he  became  CEO,  the  cavalier  atti- 
tude toward  customers  was  crippling  the 
commercial  engine  division.  Pratt  had  al- 
ways been  UTC's  crown  jewel — even  dur- 
ing the  Gray  regime.  Over  10  years,  UTC 
had  pumped  $2  billion  into  a  new  genera- 
tion of  engines,  which  were  introduced 
in  1986.  But  customers  weren't  interest- 
ed— they  couldn't  get 
service  for  the  engines 
they  had.  Spare  parts 
arrived  months  late.  En- 
gineering advice  took 
forever  to  obtain.  And 
when  customers  sug- 
gested minor  changes 
in  service  or  design, 
they  got  such  icy  re- 
torts as:  "You  don't 
know  what  you're  talk- 
ing about,"  says  Ken- 
neth Johnson,  Pratt's 
vice-president  for  cus- 
tomer support. 
OLD  STORY.  Worse,  the 
delays  were  costing  cus- 
tomers plenty  as  their 
airliners  sat  on  the 
ground.  At  American 
Airlines  Inc.,  as  much 
as  30%  of  Pratt's  spare 
parts  arrived  late,  while 
fewer  than  10%  of  other 
companies'  deliveries 
ran  late.  "It  was  ulcer- 
producing,"  says  David 
L.  Kruse,  American's 
vice-president  for  main- 
tenance and  engineer- 
ing. Some  customers 
rebelled.  UAL  Corp. 
threatened  in  1986  that 
if  Pratt  didn't  ship  parts 
and  answer  questions 
faster,  UAL  would  never 
buy  another  Pratt  en- 
gine, Johnson  says. 

Pratt,  once  master  of 
the  jet-engine  market, 
.<aw  orders  slip  to  26% 
of  the  total  in  1987, 
corripared  with  GE's 
47', '  The  strongest  kick 
in  i.'.!-.;  pants,  however, 
came  ii,  December, 
1987,  whea  longtime 
customer  Japan  Air 
Lines  Co.  order-td  more 
than  $1  biiii')'-!  in  en- 
gines foi-  747;-:  l-^-O'  CL. 
It  was  the  same  "^i  sto- 
ry: slow  service,  i'.mieii 
didn't  wait  for  (  ;:^  («s. 
He  went  to  Jaj^an  jjnd 
personally  apologized  U) 
jal's  top  officials. 


Daniell  warned  his  managers  that  he 
shouldn't  have  to  apologize  again.  He 
pushed  his  manufacturing  executives 
out  on  a  limb  by  going  public  with  a 
series  of  brutally  frank  ads.  One  showed 
a  jetliner  tethered  by  red  tape  to  the 
tarmac  and  was  emblazoned  with  the 
tagline:  "Excuses  just  won't  fly.  Our  bu- 
reaucracy shouldn't  be  your  hang-up." 
Daniell  and  aerospace  head  Arthur  E. 


A  CEO'S  CHECKLIST  FOR  IWAIIAGING  IN  THE  '90s 

In  the  tnorc  competitive  busDicss  em'ironmoit  of  the  1990s,  companies  will  have 
to  be  more  flexible,  move  faster,  and  tap  every  last  bit  of  talent  in  the  organiza- 
tion. Case  in  point:  Bob  Daniell's  reinvigoration  of  United  Technologies  Corp. 
Here  are  the  secrets  of  his  success. 

PLATTEN  THi  HIERARCHY  Daniell  leveled  a  Byzantine  corporate  structure  by 
cutting  many  layers  of  decision-making.  At  Pratt  &  Whitney,  for  instance,  he 
cut  eight  levels  of  management  to  as  few  as  four 

EMPOWER  YOUR  WORKERS  Managers  pushed  decision-making  down.  For  in- 
stance, field  representatives  at  Pratt  &  Whitney  now  make  multimillion-dollar 
decisions  about  reimbursing  customers  on  warranty  claims.  Before,  they 
would  have  to  wait  for  approvals  from  numerous  layers  above 

GET  CLOSE  TO  YOUR  CUSTOMERS  This  is  Daniell's  battle  cry.  Worker  empow- 
erment helps,  but  the  imperative  goes  even  further  than  that.  For  instance, 
Pratt  &  Whitney  lends  some  of  its  top  engineers  to  customers  for  a  year — 
and  pays  their  salaries 

TRAIN,  TRAIN,  TRAIN  Daniell  uses  training  to  revamp  the  corporate  culture. 
More  than  5,000  senior  and  middle  managers  are  getting  at  least  40  hours  of 
classroom  work.  In  some  classes,  customers  are  brought  in  for  gripe  ses- 
sions and  a  problem-solving  team  gathered  from  many  different  departments 
must  come  up  with  soludons 


Wegner  humbled  the  managers  furtsr 
by  making  them  pay  for  the  wea  cuia 
out  of  their  own  budget. 

At  the  same  time,  Daniell  was  w(^- 
ing  on  a  long-term  goal:  chang^ 
Pratt's  by-the-book  structure.  Dictatoii 
management  and  a  Byzantine  appr(W 
process  made  employees  feel  powerl® 
Take  the  case  of  an  airplane  builder 
wants  to  mount  an  engine  a  fraction  (!  p 
millimeter  closer  to  iit 
v/mg  than  the  bluepnt 
specifies.  Normally.!! 
good  engineer  at  Y\t: 
could  just  eyeball  at 
blueprint  and  give  at 
customer  the  nod  joi 
such  a  change.  Butjh- 
til  Pratt  changed  Be 
system  in  Februiry, 
1988,  the  request  wciti 
wind  through  nine  le- 
[jartments,  includin,  ,ii 
committee  that  'et 
only  once  a  w(rk. 
"They  had  to  sunlit 
mountains  of  pap 
says  William  J.  Gar 
a  Pratt  manager 
helped  abbreviate 
process. 

Now,  the  design  el 
neer  makes  the  decil 
and  only  needs  to 
three  signatures 
Garvey:  "It's  all  paij 
quality — taking  resOn 
sibility."  As  a  resultl 
erage  response  time] 
gone  from  82  dayj 
10,  and  the  req 
backlog    has  shij 
from  1,900  cases  to 
er  than  100. 

Daniell  went  fuiW 
with  his  campaigi' t 
improve  service.  H  ii^ 
creased  the  numbf  c 
service  representa/e: 
in  the  field  bv  xnxV 
707!— despite  30%  ^' 
cuts  in  the  rest  ol!i' 
company,  jal,  for  jne 
got  a  special  seiii* 
center  near  Toky' t 
meet  its  needs 
Field  reps  also 
given  authority  tcai 
prove  multimilliorlo 
lar  warranty  repp 
ments    on    the  ;(ot 
instead    of  wafn 
weeks  for  the  (iK 
from  headquarters'B* 
fore  the  changes,iiiJ 
frame    makers  er 
forced  to  shut 
their  assembly  lim  u 


m 
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THE  REWARDS  OF  SPARTAN™ 


V 


Our  Low  Expense 

Guarantee: 
Your  High  Yield 
Opportunity. 


Only  Spartan 
Guarantees  Low 
Expenses  Into  1992! 

The  Spartan  Guarantee  is  designed 
to  give  investors  impressive  current 
yields  by  limiting  expenses  to  no 
more  than  0.45%.  And  not  only  can 
our  Low  Expense  Guarantee 
increase  yields,  other  things  being 
equal;  it's  guaranteed  into  1992! 

Our  Highest  Current 
Money  Market  Yields 

Spartan  offers  investors  the  highest 
yields  of  any  Fidelity  money  market 
fund.  And  because  Spartan  inves- 
tors pay  only  for  the  transactions 


they  make,'  they  can  control  theii' 
own  costs. 

Special  Yield  Oflfer 

For  a  limited  time,  your  Spartan 
yield  is  getting  an  extra  boost  wliile 
Fidelity  temporarily  pays  for  a 
portion  of  Sjiartan's  expenses!* 

With  Spartan's  Low  Expense 
Guarantee  into  1992,  and  by  mini- 
mizing transactions,  and  taking 
advantage  of  today's  Special  Yield 
Opportunity  investors  can  enjoy 
the  unique  rewards  of  Spartan. 

The  rewards  of  Spartan 
require  a  minimum  initial  invest- 
ment of  $20,000.  For  more  com- 
plete information  on  Spartan 


Current  Yield* 


Money  Market  Fund,  including 
management  fees  and  transaction 
expenses,  call  or  write  for  a  free 
prospectus.  Read  it  carefully 
before  you  invest  or  send  money 


Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-6666 


Fidelity  Investments^ 

▼  CODE:  BW/SPM/102389 

2R  -        Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266-0603. 

*Annualized  historical  yields  for  the  7-day  period  ending  8/29/89.  Effective  yield  assumes  reinvested  income.  Yield  will  vary  Beginning  7/1/89,  Fidelity  is  tem- 
porarily paying  for  a  portion  of  the  Fund's  expenses.  If  the  advisor  had  not  paid  a  portion  of  the  fund's  expenses,  the  current  and  effective  yields  would  have 
been  8.64%  and  9  02%,  respectively  The  expense  limitation  may  be  terminated  or  revised  at  any  time,  at  which  time  expenses  will  go  up  and  the  yield  will  go 
down.  (Through  5/7/92,  the  Fund's  expenses  w  ill  not  be  more  than  .45%i.)  'These  transactions  will  reduce  your  yield  depending  on  the  number  of  transac- 
tions YOU  make. 


eCorDoration 


to  40  times  a  month  because  a  Pratt  part 
was  missing.  Now,  Pratt  causes  only 
two  work  stoppages  a  month  on  aver- 
age, and  some  months  pass  without  any. 

Training  is  also  a  big  part  of  Daniell's 
shakeup  of  the  culture.  As  part  of  the 
course  work,  customers  actually  come  in 
for  gripe  sessions,  and  managers  are 
gathered  from  all  departments  to  solve 
problems.  In  another  novel  program, 
Pratt  lends  out  about  a  dozen  of  its  most 
talented  young  engineers  to  customers 
for  a  one-year  hitch  while  paying  their 
salaries.  In  the  first  year  of  the  pro- 
gram, for  example,  a  Pratt  engine  ex- 
pert worked  in  the  maintenance-engi- 
neering department  of  Northwest 
Airlines  Inc.  Back  from  the  stint  in  July, 
he  has  been  able  to  help  Pratt  revamp 
the  engineering  manuals  that  go  with 
new  engines. 

Some  customers  have  found  the  im- 
provement startling.  In  mid-August, 
Howard  La  Grange,  vice-president  at 
Aviall  of  Texas  Inc.,  which  overhauls  air- 
planes under  contract,  needed  a  scarce 
engine  part  to  repair  a  Chinese  airliner. 
A  Pratt  service  representative  heard 
about  the  problem  and  called  to  ask  how 
he  could  help.  He  offered  to  ship  three 
new  turbines — which  would  have  cost 
Pratt  roughly  $3  million— in  order  to  tide 
over  Aviall  until  the  part  could  be  ma- 
chined. La  Grange  eventually  found  a 
less  costly  solution,  but  he  couldn't  be- 
lieve the  improvement  in  service.  "I  al- 
most laughed  a  little  and  asked  him 
what  the  hell  he  was  doing." 
NOT  DONE  YET.  That's  the  good  news. 
The  bad  news  is  that  Pratt  has  plenty 
more  work  ahead.  Many  employees  are 
livid  about  staff  cuts.  And  some  middle 
managers  grouse  that  they  haven't  seen 
enough  of  a  change  in  top  manage- 
ment's attitude.  They  complain,  says  Mi- 
chael M.  Michigami,  former  president  of 
UT  Control  Systems,  that  Pratt's  bureau- 
cracy is  still  stifling:  "We  hear  the 
words.  We  see  a  little  bit.  We  don't  see 
enough."  And  customer  complaints  have 
yet  to  vanish.  A  JAL  official  says  that 
parts  still  arrive  late  at  times.  Even  Dan- 
iell  admits  service  isn't  where  he  wants 
it  to  be.  Says  one  director:  "You  can't 
turn  around  a  8,000-horsepower  locomo- 
tive in  a  microsecond." 

Still,  now  that  Pratt  has  largely  re- 
paired its  customer  relationships,  it  has 
been  able  to  turn  up  the  heat  on  its 
competition.  It  is  batilii!;';  GE  and  Rolls- 
Royce,  among  others,  fur  engine  orders 
that  could  amount  to  $60  billion  over  the 
next  five  years.  While  Pratt  'oust  keep 
playing  catch-up  on  service  wilh  GE,  long 
the  industry  model,  its  market^  ig  edge 
is  becoming  more  and  more  a^  parent. 
Pratt's  entirely  new  generation  of  en- 
I  gines  stands  out  from  its  competition's 


'A  GUY  WHO  GREW  UP  IN  A  STOVEPIPE  . 
CAILED  SIKORSKY'  F 


When  the  board  of  United 
Technologies  Corp.  began  to 
lean  on  Chairman  Harry  J. 
Gray  in  the  early  1980s  to  find  a  suc- 
cessor, the  name  Bob  Daniell  hardly 
leaped  to  mind.  After  all,  Daniell  had 
toiled  for  25  years  at  Sikorsky,  a  unit 
that  accounted  for  just  8?o  of  UTC's 
sales.  "Bob  was  not  a  major  player," 
says  one  executive. 

Chief  Executive  Robert  F.  Daniell, 
however,  is  living  proof  that  quiet  com- 
petence doesn't  always  finish  second  to 
self-aggrandizement.  At  crucial  points 
in  his  career,  Daniell  succeeded  be- 
cause he  was  able  to  serve  as  the  low- 
key  mediator  in  a  tense  situation. 
SPEAKING  TERMS.  Daniell,  56,  never 
seemed  destined  for  great  accomplish- 
ments. He  grew  up  in  modest  sur- 
roundings in  Milton,  Mass.,  the  son  of 
a  mattress  salesman. 
He  played  hockey  for 
fun  and  married  his 
high-school  sweetheart. 
He  earned  a  three-year 
degree  in  general  sci- 
ence from  Boston  Uni- 
versity in  1954  and  then 
enlisted  in  the  Army, 
where  he  worked  as  a 
helicopter  mechanic. 

Upon  leaving  the  ser- 
vice, he  joined  UTC's  Si- 
korsky helicopter  as  a 
design  engineer,  a  job 
that  required  him  to 
translate  often-unrealistic  prototypes 
into  plans  that  could  be  manufactured. 
He  had  to  act  as  mediator  between 
designers  and  production-line  supervi- 
sors. "He  grew  up  the  hard  way,  on 
the  shop  floor,"  says  Jack  Powers,  Sec- 
retary-Treasurer of  Teamsters  Local 
1150.  Daniell  worked  his  way  up  as 
product  manager  and  marketing  head 
for  the  subsidiary  to  become  president 
of  Sikorsky  in  1981. 

At  the  time,  Sikorsky  was  awash  in 
problems.  For  one,  engineering  and 
manufacturing  groups  weren't  talking 
to  one  another.  So  engineers  would 
promise  the  Pentagon  helicopters  with 
fancy  features  that  its  manufacturers 
couldn't  produce.  One  of  Daniell's  first 
steps  was  to  make  the  vice-president 
for  engineering  the  vice-president  for 
manufacturing.  "You're  going  to  help 
me  fix  these  problems  you  created,"  he 
recalls  saying. 


DANIELL:  A  BORN  MEDIATOR 


He  then  set  out  to  change  the  sh? 
floor.  Graffiti  scrawled  on  the  factCi 
walls  showed  the  workers'  lack  i 
pride.  Daniell  organized  a  stem-to-ste' 
cleanup.  And  he  met  with  every  woi 
er  to  explain  his  goal  of  a  more  te^ 
oriented  workplace.   Although  ma') 
workers  were  suspicious  at  first,  'j; 
was  a  very  gracious  man,"  says  unjf 
leader  Powers.  Within  a  year,  prod^ 
tion  costs  had  dropped  more  than  2(j!. 
while  sales  doubled.  i 
NO  THREAT.  While  Daniell  walked  jt 
shop  floor  at  Sikorsky,  UTC  headqir 
ters  was  in  turmoil  as  one  potent 
successor  after  another  left.  Chairnn 
Gray's  No.  2,  Edward  L.  Hennessy  ,| 
grew  impatient  and  moved  to  the  1 
slot  at  Allied-Signal  Inc.  Alexanders 
Haig  Jr.  became  Secretary  of  Stated 
the  Reagan  Cabinet.  Robert  J.  CarL^ 
left  in  a  huff,  hurling!? 
legations — never  pr?> 
en — that    Gray  li 
tapped  his  phones. 
1985,  Gray  named  D| 
iell  as  president 
chief  operating  offii?, 
even  though  Daniell  if^ 
no  broad  managemst 
experience.  "Here'is 
guy  who  grew  up  i  a 
stovepipe  called  Silr- 
sky  and  one  mor: 
woke  up  in  charge 
$17  billion  companj 
says  J.  Thomas  i 
chard,  a  former  UTC  executive  \\ 
president  and  now  president  of 
West  Inc.  Cynics  claimed  Gray 
picked  an  unflashy  successor  ^| 
would  pose  no  threat  to  his  author] 
Unflashy,  yes.  But  some  former 
ecutives  say  Daniell  was  smart  eno 
to  avoid  any  bold  moves  while  G| 
was  chairman.  "Daniell  knew  exa 
what  he  wanted  to  do,"  says  Raymi 
D'Argenio,  one  of  Gray's  senior 
presidents.  Daniell  limited  early  bi 
storming  sessions  to  a  few  managj 
for  example,  but  once  Gray  left, 
whole  team  was  called  in  to  sizil 
weekend  conferences,  where  Daisl 
served  notice  that  the  UTC  arrog: 
had  to  go.   "The  accelerator  Pj 
wasn't  full  down  until  I  was  CEO 
chairman,"  he  says.  And  now,  til 
years  later,  nobody  at  UTC  is  under] 
mating  Bob  Daniell. 

By  Todd  Vogel  in  Hart] 
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Its  impressing 
someveiy  , 
importantpeople. 

Its  owners. 

The  Ninety-Eight's  large  and  Bumper-to-Bumper  Plus  warranty 

luxurious  interior  is  quite  impres-  See  your  Oldsmobile®  dealer  for 

r  1990  Ninety-Eight  Regency™    sive,  and  luxury  features  that  are  terms  of  this  limited  warranty 
lugham  is  a  rare  combination  of  optional  on  some  other  cars  are         Visit  your  Olds  dealer  for  a  test 

d  performance  and  personal     standard  on  this  one.  Such  im-  drive.  Or  call  for  a  catalog  at 

ury  pressive  items  as  big,  luxurious,  1-800-242-OLDS,  Monday  through 

Its  standard  engine  is  the       power-adjusted  seats,  electronic  air  Friday  9  a.m.  to  7  p.m.  EST. 
verful  3800  V6,  with  sequential  conditioriing,  power  windows  and      You'll  be  impressed,  too. 
t  fuel  injectioa  Its  remarkable    locks,  and  seek-scan  stereo/cassette. 


;  is  due  in  part  to  four-wheel  If  all  that  isn't  impressive  til 

^pendent  suspension  and  auto-  enough,  consider  this:  we've  also  gl 
icloadlevelirig.  added  a  3-year/50,000  mile  111 


TheNewGeneiationof 

OLDSMOBILE. 


tion 


1 


offerings,  which  are  u\i- 
grades  of  old  models. 

Pratt  now  offers  the 
widest  range  of  engines 
for  commercial  jet  air- 
craft. There  is  the 
PW4000  for  widebody 
planes  such  as  the  767 
and  747.  The  V2500  (de- 
veloped under  a  joint 
venture  with  Rolls  and 
other  European  part- 
ners) is  for  narrow  bod- 
ies such  as  A-320s.  And 
it  has  the  PW2000 
for  intermediate-body 
planes  such  as  757s. 
Pratt's  new  engines 
have  been  in  the  market 
long  enough  to  show 
that  the  kinks  are 
worked  out  and  that 
they're  technologically 
superior  to  the  competi- 
tion, says  David  S. 
Gardner,  an  analyst  at 
Nomura  Securities  Interna- 
tional Inc. 

PROP  WASH.  Pratt's  top  sel- 
ler, the  PW4000,  cuts  fuel 
consumption  by  a  wide  mar- 
gin, is  more  cheaply  main- 
tained, and  can  be  changed 
much  more  quickly  than  its 
predecessor.  Also,  it  can  be 
easily  souped  up  for  planes 
designed  for  the  1990s.  GE  is 
planning  a  counterattack  with 
an  unducted  fan  engine, 
which  uses  a  propeller  in  the 
jet  core  to  cut  fuel  consumption  by  as 
much  as  407".  Daniell  is  keeping  up 
Pratt's  high  level  of  development  spend- 
ing— and  is  in  the  race  on  this  front. 
However,  the  industry  may  not  be  ready 
for  the  fancy  new  design  until  nearly 
2000. 

GE  disputes  that  Pratt's  new  engines 
are  superior,  but  the  numbers  tell  the 
story.  The  PW4000,  for  instance,  has 
won  707'  of  the  orders  on  widebodies 


UNITED  TECHNOLOGIES'  FAR-FLUNG  LINEUP 


Division 

Products 

Revenues  as 
percent  of  total 

Operating 
profit  margin 

PRAH  &  WHITNEY 

Jet  engines 

34.0% 

10.8% 

FLIGHT  SYSTEMS 

Helicopters,  radar, 
flight  controls 

19.0 

-0.4% 

CARRIER 

Air  conditioners 

19.0* 

4.5%* 

OTIS 

Elevators 

17.0* 

7.5%* 

IHDUSTRIAL 

Auto  parts,  wire 

11.0 

10.5% 

*£stiniates 

OATAr  COMPANY  REPORTS,  OPPENHEIMER  &  CO. 

since  its  introduction  in  early  1986,  Gard- 
ner points  out.  And  nearly  407  of  those 
sales  went  to  airlines  that  had  used  GE 
engines.  As  a  result,  Pratt  is  increasing 
its  market  share — grabbing  about  407" 
in  1989,  up  from  29'A  in  1988.  GE's  share 
has  been  whittled  from  337-  to  297,  says 
Gardner. 

Daniell  can't  stop  with  improving 
Pratt.  He  has  instituted  the  same  train- 
ing and  service-improvement  programs 


throughout  the  con 
ny,  but  an  upswing 
results  for  some  ( 
sions  has  been  slowe 
coming.  The  trout 
Norden  radar  unit 
forced  some  wr 
downs,  and  Daniell 
sell  it  eventually, 
for  years,  cash  gene 
ed  by  UTC's  Carrier 
conditioning  and  ( 
elevator  units  was 
phoned  off  by  h( 
quarters.  Their  tech 
ogy  fell  behind, 
market  shares  and  { 
it  margins  suffe 
Carrier,  also  hit  by 
pant  price-cutting, 
stepped  up  its 
spending  in  the 
two  years  and  is 
vamping  its  pro 
line.  New  division 
George  A.  L.  D 
made  his  agenda  clear: 
appetite  is  for  innovation, 
next  year,  907-  of  sales 
come  from  newly  desi 
products  such  as  a  home 
nace  that  contains  a 
processor  to  diagnose 
glitches  that  arise.  At 
the  R&D  budget  and  staff 
year  is  scheduled  to  be 
what  it  was  three  years 
Even  if  the  resurgeni 
Pratt  &  Whitney  keeps] 
Daniell  can  expect  Otis 
Carrier  to  keep  his  management 
sharp.  But  maybe  that's  not  such 
thing.  For,  as  he  sees  it,  the  gre; 
danger  to  a  company  can  be  the 
gance  bred  of  success.  "It's  very  h; 
says  Daniell,  "to  behave  as  No 
very  long"  and  stay  there.  In 
words,  his  goal  is  to  keep  UTC  actindj} 
the  underdog — even  when  it's  on  t( 


Hi 
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e's  brilliant.  He's 
,         ,  _  _  quick.  And  he  isn't 

nd  to  head  with  Thomas  Gerhard  Clarke.        mm  nice  if  you  re  going 


J 're  flying  overseas  to  go 
nd  to  head  with  Thomas  ( 
7  need  all  the  help  you  can  get. 


H 


into  a  meeting  with 
someone  like  this, 
you  had  better  arrive  there 
well-rested,  well-nourished, 
and  well-prepared.  That's 
what  our  First  and  Executive 
Class  service  is  designed  to 
help  you  do.  The  way  we  see 
it,  our  on-ground  and  in- 
flight staff  has  only  one  job: 
to  help  you  do  your  job. 
For  international  First  or 
Executive  Class  reservations, 
contact  vour  travel  agent  or 
Northwest  at  1-800-44  7-4747. 


1^  R  I  O  R  I  T  Y  F  A  X 


Why  your 
fax  machine 

should  be  a 

PRIORITY. 


This  is  the  fax  small  business  has  been  waiting  for. 
Introducing  Epson*  PriorityFax!"  One  of  the  first  lines  of  personal 
fax  machines  to  offer  office-quality  features  at  a  truly  affordable  price. 

Each  PriorityFax  is  a  model  of  efficiency.  Automatic  one-touch 
dialing,  auto  redial  and  as  fast  as  15-second  transmission  speed  get 
your  message  across  fast.  A  built-in  paper  cutter  and  auto  document 
feed  make  documents  easy  to  manage.  And 
jj^l^^p^&ii^''       the  16-level  grey  scale  ensures  picture-perfect 
i^mityhax  1000  rcproductiou. 

, — But  perhaps  the  best  feature  of  all  is  the  Epson 
^^iifi^~~~lir"i  name.  It's  your  assurance  that  PriorityFax  will 

PnimtyFax 2000        provide  prcciscly  what  you  want  most  from 
a  business  machine.  Uncompromising  quality, 
performance  and  value. 
i-iiunt^hix  >(i(m  What's  more,  if  you  buy  an  Epson  PriorityFax 

and  sign  up  for  MCI  fax  by  December  31,  you'll  get  $50  cash  back 
from  Epson  and  up  to  $100  in  fax 

EPSON 


service  credit  from  MCI.  Just  call  or 
visit  your  dealer  for  full  details. 

In  fact,  you  might  want  to  make  WHEN  YOU'VE  GOT  AN  EPSON, 

it  a  priority.  YOU'VE  GOTA  LOT  OF  COMPANY. 


COMPUTERS:  JAPAN 
COMES  ON  STRONG 

IT'S  MAKING  GAINS  IN  LAPTOPS  AND  DESKTOPS.  WHAT'S  NEXT? 


The  Japanese  do  not  understand 
inarketing. 

The  computer  ii/dustri/  »ioves  too 
fast  for  the  Japanese. 

The  Japanese  can't  write  software. 

For  a  decade,  this  mantra  has  rever- 
berated from  Boston's  Route  128  to 
Cahfornia's  SiHcon  Valley.  Repeat- 
ed often,  it  has  become  an  article  of 
faith:  that  computers  won't  go  the  way 
of  machine  tools,  semiconductors,  or  con- 
sumer electronics.  It's  a  comforting  no- 
tion, this  idea  that  Ameri- 
ca's technology  treasure, 
its  last  best  hope  for  in- 
ternational competitive- 
ness, is  secure. 
Comforting,  perhaps, 
but  wrong.  De- 
spite years  of 


effort,  Japanese  suppliers  have  only  just 
begun  to  crack  the  U.  S.  computer  mar- 
ket. In  1988,  they  reaped  just  $2  billion 
of  some  $49  billion  in  U.  S.  hardware 
sales.  But  quietly,  Japan  has  readied  an 
offensive  that  will  test  America's  com- 
puter might.  Since  the  1970s,  its  elec- 
tronics giants  have  taken  over  the  mar- 
kets for  key  parts  such  as  printers, 
floppy-disk  drives,  and,  most  important, 
the  dynamic  random  access  memory 
chips  (DRAMS)  that  are  vitiil  to  all  com- 
puters. "Now,  it's  their  intention  to 
move  up  the  technology  food  chain," 
says  Sanford  L.  Kane,  a  former  IBM 
technology  vice-president  who  is  presi- 
dent of  U.  S.  Memories,  a  new  chipmak- 
ing  consortium. 

The  Japanese  already  are  grabbing 
big  chunks  of  market  share  in  PCs.  By- 
passing the  moribund  minicomputer 


market,  they're  readying  an  assaul 
desktop  workstations,  too.  Increasiif 
when  time  is  of  the  essence,  they're  | 
ing  into  U.  S.  companies  to  get  new 
nologies  or  enter  new  markets.  Ba(] 
Japan,  meanwhile,  they're  working 
ously  on  their  software-writing  si 
their  biggest  remaining  weakness.] 
chael  Nevens,  a  consultant  with  Mq 
sey  &  Co.  who  counsels  Japanese 
puter  makers,  expects  all  thaj 
produce  explosive  results.  "Within  [ 
years,"  he  says,  "you'll  see  at  least] 
or  two  major  Japanese  companies 
come  formidable  in  computers." 

Nevens  is  talking  more  than  just  I 
With  their  command  of  components,! 
anese  electronics  companies  alrj 
wield  enormous  power 
over  U.  S.  computer  mak- 
ers. Their  next  step  is  to 
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better  chips,  use  those  in  their 
lachines  first — and  become  innova- 
1  computers.  The  implications  for 
S.  economy  are  sobering,  says  Ju- 
rte,  an  analyst  with  the  Office  of 
Dlogy  Assessment.  Losing  the  lead 
nputers,  she  says,  would  be  far 
than  losing  the  edge  in,  say,  au- 
^  car  is  not  an  economic  linchpin — 
puter  is.  Computers  are  tools.  We 
be  as  good  at  producing  anything 
can't  build  the  right  tools." 
AING.'  The  Japanese  are  attacking 
kened  adversary.  As  NEC,  Fujitsu, 
la,  Sony,  and  Hitachi  are  gearing 
ajor  U.  S.  suppliers  are  faltering, 
irts  such  as  Honeywell  Inc.  and 
)1  Data  Corp.  are  all  but  out  of 
ters.  Once-promising  companies 
s  Wang,  Data  General,  and  Prime 
iter  have  stalled.  And  this  has 
led  in  the  best  of  times.  Come  a 
ion,  the  financial  strength  of  the 
;se  could  be  a  deciding  factor.  "In 
down,  you'll  see  the  resilience  of 
panese  companies,"  says  Richard 
iva,  vice-president  for  strategic 
ng  at  Mitsubishi  Electronics  Amer- 

c's  already  showing  up  in  super- 
ters.  Although  it  is  an  $800  million 
ny,  Cray  Research  Inc.,  the  one 
ing  U.  S.  maker  of  these  huge  ma- 
,  is  running  short  of  resources. 
^  With  demand  slowing  for  its 
products  and  earnings  below 


SONY  MICROSYSTEMS  IS  PUSHING  INTO 
THE  U.S.  MARKET  FOR  WORKSTATIONS 


expectations,  the  company  is  unable  to 
fund  more  than  one  big  computer-design 
project.  In  May,  it  spun  off  half  its  prod- 
uct development  to  a  new  company.  In 
October,  it  announced  its  first  layoffs. 
Meanwhile,  flush  with  profits  from  semi- 
conductors, consumer  electronics,  and 
dozens  of  other  businesses,  Cray's  Japa- 
nese rivals  are  aiming  for  its  market. 
Lacking  investor  pressure  for  short-term 
profits,  they  "are  outspending  their  U.  S. 
counterparts  in  R&D,"  says  Steve  Myers, 
an  analyst  with  stockbrokers  Jardine 
Fleming  in  Tokyo.  "That's  alarming." 

And  productive.  In  laptops,  the  Japa- 
nese have  found  a  niche  that  shows  off 


their  lead  in  screen  technology,  miniatur- 
ization, and  high-precision  manufactur- 
ing. Japan's  five  largest  laptop  makers 
hold  a  combined  43%  of  the  U.S.  mar- 
ket— the  fastest-growing  part  of  the  PC 
l)usiness.  Japan's  share  of  all  PC  ship- 
ments in  the  U.  S.  has  jumped  from  5.8'X 
in  1985  to  13%  this  year,  according  to 
market  researcher  InfoCorp.  Even  in  the 
lethargic  mainframe  market,  the  Japa- 
nese are  gathering  steam.  In  April,  Hita- 
chi Ltd.  bought  80%  of  National  Ad- 
vanced Systems  (NAS),  its  American 
ilistributor,  which  it  is  renaming  Hitachi 
Data  Systems.  Amdahl  Corp.,  half- 
iiwned  by  Fujitsu  Ltd.,  is  IBM's  strongest 
challenger,  with  9.4''(  of  the  IBM-compati- 
ble mainframe  market  in  the  U.  S. — up 
from  6%  in  1988. 

Anxious  to  avoid  new  trade  tensions, 
the  Japanese  are  keeping  mum  on  their 
U.  S.  plans.  For  a  while,  at  least,  "they 
will  avoid  direct  confrontation,"  predicts 
William  J.  Caffery,  an  analyst  with  the 
Gartner  Grou[)  and  a  former  IB.M  Japan 
executive.  But  they  can't  do  that  for 
long.  They're  vulnerable,  themselves,  to 
low-cost  component  su|)pliers  in  Korea, 
Taiwan,  Singapore,  and  Thai- 
land. Their  only  alternative 
is     to    sell  higher-value- 
added  products — computers. 
"They've  identified  this  as 
something  they've  got  to  do," 
says  John  E.  Rehfeld, 
a  former  Toshiba 
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America  executive  who  is  president  of 
Seiko  Instruments  Inc.'s  U.  S.  subsid- 
ian,-.  The  U.  S.  market,  the  world's  larg- 
est, is  the  logical  target. 

Unintentionally,  Washington  has  giv- 
en the  Japanese  a  boost.  In  May.  1987, 
the  U.S.  levied  Km  tariffs  on" all  but 
the  most  basic  desktop  and  laptop  PCs. 
That  was  punishment  for  breaking  a 
1986  agreement  to  stop  selling  memory- 


If  you 're 
competing  with 
a  guy  whose  cost 
of  capital  is  half 
of  yours,  you're 
at  a  significant 
disadvantage 

JACK  KUEHLER 

President.  IBM 


chips  at  below-cost  prices  and  to  open 
Japan's  markets  to  U.  S.  chipmakers.  To 
avoid  the  levy-,  Toshiba,  NEC,  Sharp,  and 
Mitsubishi  promptly  shifted  PC  manufac- 
turing to  the  U.  S.  Although  engineering 
is  still  done  in  Japan,  product  specifica- 
tions increasingly  are  set  in  the  U.  S. 
The  Japanese  have  thus  gotten  more  at- 
tuned to  the  U.  S.  market,  with  impres- 
sive results.  .VEC  Information  Systems, 
an  .N'EC  subsidiary'  in  Boxborough,  Mass.. 
plans  to  bring  out  a  PC  based  on  Intel 
Corjj.'s  new  i486  chip  this  fall — at  the 
same  time  as  top  U.  S.  producers.  "We 
started  manufacturing  here  when  Uncle 
put  on  the  duty,"  says  Richard  V.  Miller, 
an  XEC  marketing  director.  "Now,  we 
sell  in  a  month  what  we  sold  in  a  year." 
REVERSIBLE  TREND?  Indeed,  the  the 
Ja[)anese  lake  of  the  U.  S.  hardware 
market  is  up  from  only  2.47'  three  years 
ago,  according  to  International  Data 
Corp.  And  even  though  the  tariffs 
siowed  .s^owth  of  imports,  the  level  is 
sU;i  SO'-;  above  1984*s,  according  to  the 
Commerce  Dept.  That  doesn't  include 
componeiiis  and  peripherals  such  as  disk 
drives.  Since  1984,  imports  of  those  have 
jumped  15"'J''^  to  ST. 2  billion  a  year.  Sales 
of  U.  S.  mainframes  and  workstations  in 
Japan  have  partially  offset  that.  Still, 
Japane.se  computers  and  components 
added  S5.4  billion  to  the  S52  billion  trade 
deficit  that  the  U.  S.  ran  with  Japan  last 
year. 

On  a  global  scale,  in  fact,  the  Japa- 


nese are  growing  faster  than  their  U.  S. 
rivals.  From  1984  to  1988,  their  world- 
wide computer-systems  revenues  rose  at 
a  45%  compound  annual  rate,  according 
to  figures  compiled  by  Datamation 
magazine,  reaching  S53  billion.  Sales  by 
U.  S.  suppliers  grew  10%  annually,  to 
$148  billion.  The  Japanese  are  "going  to 
run  away  with"  the  world  computer 
market,  worries  Clyde  V.  Prestowitz, 
former  counselor  for 
Japanese  affairs  at 
the  Commerce  Dept. 
and  author  of  Trad- 
ing Places:  How  We 
Allowed  Japan  to 
Take  the  Lead.  "It's 
going  to  be  another 
T\'  industn-." 

To  a  lot  of  ana- 
lysts, that's  too  pes- 
simistic. Japanese 
chipmakers  have  yet 
to  design  a  ground- 
breaking micro- 
processor, the  "com- 
puter on  a  chip"  that 
powers  PCs.  Ameri- 
can engineers  still 
lead  in  basic  archi- 
tectures— the  combi- 
nation of  processors, 
circuit  cards,  and  software  that  makes 
up  a  computer.  And  Japan's  software 
weakness  is  a  big  one.  According  to 
.\DAPSO,  an  industrv  trade  group,  the 
U.  S.  still  has  70%  of 
the  855  billion  world 
software  market. 

In  fact,  Japan  is 
still  weakest  in  the 
best  computer  busi- 
nesses. Networking, 
a  market  that  is 
growing  by  85%  a 
year,  doesn't  require 
technological  bells 
and  whistles.  It 
does,  however,  de- 
mand good  software, 
customization,  and 
lots  of  after-sale  ser- 
vice. "That's  a  real 
barrier  for  the  Japa- 
nese," says  McKii, 
sey's  Nevens.  The;, 
aren't  much  good,  ei- 
ther, at  systems  inte- 
gration— providing  programmers,  ana- 
lysts, and  service  people  on  a  contract 
basis.  But  the  caveat  is:  not  yet.  Hita- 
chi's 20%  partner  in  x.\s  is  Electronic 
Data  Systems  Inc.,  the  General  Motors 
Corp.  subsidiarv'  that  is  the  largest  com- 
mercial systems  integrator  in  the  U.  S. 
Now,  some  industry-watchers  expect 
other  Japanese  suppliers  to  team  up 
with  systems  integrators,  too. 


Until  then,  it's  hardware  gains 
cause  concern.  IBM  President  Jacki 
Kuehler  has  become  unusually  voc^ 
for  an  IBM  executive — on  the  threat  |e 
Japanese  pose.  A  veteran  of  IBM's  t4>- 
nologj-  and  manufacturing  operati*. 
Kuehler  is  most  alarmed  by  Japp 
domination  of  electronic  components!^ 

Twice  this  year,  he  has  warned  k- 
gressional  committees  that  it  will|K 
hard  to  maintain  a  vibrant  U.  S.  comtt- 
er  industry  without  a  strong  semiii 
ductor  business.  "Even  if  you  ha\^ 
verj-  clever  design  and  the  other  it. 
doesn't,  if  he  gets  to  market  first 
the  latest  technology'  in  his  macl 
you'll  be  at  a  significant  disadvanta 
Kuehler  says.  IBM  should  know.  Its 
top  PC  arrived  in  1986 — with  a  ba 
legible  screen.  A  Toshiba  laptop, 
duced  just  before  IBM's,  had  a  ne 
more  readable  screen,  and  IBM's  PC 
vertible  never  recovered. 
BARRIERS.  Japan's  edge  in  compon( 
Kuehler  asserts,  stems  not  so  n 
from  technical  factors  as  financial 
Top  companies  pay  around  4%  at  J 
nese  banks — vs.  the  U.  S.  prime  rat 
10.5%.  "You  don't  have  to  be  a  grad 
of  Harvard  business  school,"  Kui 
says,  "to  see  that  if  you're  compel^ 
with  a  guy  whose  cost  of  capital  is 
of  yours,  you're  at  a  significant 
vantage."  He  is  lobbying  for  Uncle 
to  loosen  restrictions  on  cooperativ( 
dertakings  enough  to  let  comp: 


They're goingl  j 
to  run  away  : 
with  it. 
It's  going 
to  be 

another  TV  .  • 
industry 

CLYDE  PRESTOWin 

Ajtiiur 


share  research  costs.  He  also  favort! 
credits  for  investment  and  R&D.  iT 
Tokyo's  thi-ust  in  computers  datlj, 
1959,  when  the  Ministry  of  Trade  Jr- 
dustrv^  (MiTli  erected  barriers  to  pii4 
Japan's  infant  computer  industry' D 
cades  of  help  followed — tax  cuts,  fO 
ernment-sponsored  research,  and' J 
cording  to  IBM  Japan's  estimates.^ 
billion  in  loans  and  subsidies  from*. 
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5.  "If  you  look  at  any  of  the  MiTl 
lents,  they  talk  about  computer 
ns  as  the  ultimate  goal,"  says  Ma- 
ichordoguy,  a  professor  at  the  Uni- 
of  Washington's  Jackson  School 
srnational  Studies  and  author  of 
uters  Inc.:  Japan  's  Challenge  to 
But  because  of  their  slow  start, 
ese  electronics  companies  switched 
ircuitous  strategy, 
he  1970s,  they  took  aim  at  compo- 

With  government  subsidies,  they 
iped  the  exotic  machines  used  to 
chips,  then  turned  themselves  into 
iminant  suppliers  of  key  materials 
as  silicon  wafers.  VLSI  Research 
,  market  researcher,  says  that  this 
fapan  will  become  the  world's  top 
er  of  equipment  used  to  make 
)nductors.  The  worry  for  U.  S. 
akers  is  that  "in  times  of  equip- 
shortage,  you  may  not  get  equal 
lent,"  says  Gene  Conner,  senior 
■esident  at  chipmaker  Advanced 

Devices  Inc.  in  Sunnyvale,  Calif. 

same  worry  applies  to  chips.  With 
subsidies  in  the  1970s,  the  Japa- 
irought  their  memory-chip  capabili- 
3  to  that  of  U.  S.  suppliers.  In  the 

they  improved  quality,  cut  prices 
low  cost,  and  essentially  bought 
L  the  U.S.  market  for  drams.  That 
hem  perhaps  $4  billion  in  losses, 
t  paid  off.  Says  Scott  McNealy, 
ent  of  Sun  Microsystems  Inc.: 

you  control  the  components,  you 
he  industry." 

t  year  showed  what  he  means, 
ng  in  late  1987,  demand  for  drams 
led  supplies.  Prices  of  some  chips 
than  doubled.  Te.xas  Instruments 
ind  Micron  Technology  Inc.,  the 
U.  S.  producers,  could  meet  just 
f  U.  S.  demand.  So,  computer  mak- 
igged  for  chips  from  NEC,  Toshiba, 
'ujitsu — their  competitors  in  com- 
>.  The  Japanese  claim  that  every- 
including  their  computer  units — 
■ed  equally.  But  L.  William  Krause, 
ent  of  network  supplier  3Com 
and  chairman  of  the  American 
ronics  Assn.  for  1988,  charged 
hey  "favored  their  own  computer 
mies." 

FENSE.  The  specter  of  a  chip  cartel 
^htening.  "The  U.  S.  auto  industry 
became  dependent  on  its  largest 
;titors,"  points  out  Charles  Fergu- 
postdoctoral  research  associate  at 
ichusetts  Institute  of  Technology 
as  written  extensively  on  the  U.  S. 
ndustry.  "If  General  Motors  de- 
d  solely  on  Toyota  for  engines, 
■  would  be  alarmed." 
in's  chip  leverage  is  so  overwhelm- 
aat  some  computer  makers  are 
to  take  action.  Seven  companies, 
ing  IBM,  Digital  Equipment,  and 
tt-Packard,  have  paid  a  total  of 
nillion  and  promised  to  buy  chips 
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to  help  U.  S.  Memories  raise  $1  billion  to 
start  a  new  DRAM  company.  But  the  big- 
gest buyers  of  memory  chips  for  PCs — 
except  for  IBM — are  sitting  things  out. 
Apple  has  declined  to  join  the  consor- 
tium, while  Compaq  and  Sun  are  leaning 
against  the  idea. 

Apple  Computer  Inc.'s  stand  is  per- 
plexing, considering  the  $27  million  in- 
ventory write-down  it  took  on  overpriced 
chips  it  bought  at  the  height  of  the 
shortage.  The  company  won't  discuss  its 
decision,  though  it's  said  to  doubt  that 
U.  S.  Memories  can  succeed.  But  another 
factor  may  be  at  play.  Last  year,  Apple 
backed  away  from  a  similar  proposal 
from  Vinod  Khosla,  a  former  Sun  execu- 
tive, who  wanted  to  launch  a  DRAM  com- 
pany, a  project  that  died  partly  because 


computer  makers  wouldn't  agree  in  ad- 
vance to  buy  chips.  "Some  of  them  were 
afraid  it  would  jeopardize  their  relation- 
ship with  Japanese  suppliers,"  says 
Pierre  R.  Lamond,  a  partner  at  Sequoia 
Capital  who  worked  with  Khosla. 

Meantime,  the  Japanese  are  gaining 
leverage.  To  improve  computer  perfor- 
mance, each  new  generation  of  chips 
must  cram  more  electronic  circuits  on  a 
piece  of  silicon.  But  each  increase  in  chip 
density  means  a  disproportionately  larg- 
er increase  in  R&D  and  tooling  costs.  IBM 
is  working  on  a  technology  called  X-ray 
lithography  to  etch  circuits  that  are  less 
than  a  micron,  which  itself  is  about  V^q 
the  diameter  of  a  human  hair.  Including 
a  new  plant,  it's  a  $1  billion  gamble. 
IBM's  is  the  only  such  facility  planned  in 
the  U.  S.  And  it  will  only  make  chips  for 


IBM.  Other  computer  makers  will  depend 
on  Japan,  which  Kuehler  says  has  19  X- 
ray  lithography  projects  in  the  works. 

The  trend  is  the  same  with  other  com- 
ponents. These  days,  it  is  nearly  impossi- 
ble to  build  a  computer  without  Japa- 
nese parts — printers,  floppy-disk  drives, 
screens,  and  power  supplies,  which  are 
needed  to  convert  household  current  to 
computer  voltage.  In  1978,  when  the  Ap- 
ple II  was  the  state  of  the  art,  every- 
thing but  its  screen  was  U.  S.-made, 
notes  Intel  Corp.  President  Andrew  S. 
Grove.  Steven  P.  Jobs's  Next  Inc.  com- 
puter, perhaps  this  year's  state-of-the- 
art  F'C,  relies  on  Japan  for  at  least  60% 
of  its  parts,  Grove  says.  "Piece  by 
piece,"  he  adds,  "they  have  staked  out 
the  inside  and  the  outside  of  what's 


All  of  the 
technology 
that  is  key 
to  laptops 
is  from 
Japan — 
batteries,  the 
screen,  disk 
drives 

KEITH  E.  SCHAEFER 

Senior  Vice-President 
NEC  Home  Electronics 
(USA) 


a  computer.  The  trend  is  unmistakable." 

And  accelerating.  Not  content  to  im- 
prove on  U.S.  designs,  the  Japanese  of- 
ten are  first  with  new  technologies.  For 
example,  they  are  about  the  only  source 
of  erasable  optical  disk  drives.  Such  stor- 
age devices  come  standard  only  on  the 
Next  computer  now,  but  eventually  they 
may  replace  magnetic  disk  drives.  An- 
other example  is  flat-panel  screens,  used 
in  laptops  but  destined  for  high-defini- 
tion TVs  and  desktop  computers.  That 
market  belongs  to  the  Japanese. 
CUT-RATE  CHIPS.  And  what  they  can't 
create,  they're  starting  to  buy.  With  re- 
turns from  computer  startups  declining, 
many  U.  S.  venture  capitalists  prefer 
other  types  of  investments,  such  as  spe- 
cialty retailers.  But  Japanese  investors 
are  pouring  money  into  dozens  of  start- 
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Send  in 


There's  a  good  reason  why  more 
cars  are  looking  more  and  more  alike.  It  s 
called  the  Accord. 

Tlie  Honda  Accord  has  become  the 
benchmark  for  other  car  makers.They 
take  it  apart.  Study  it.Take  it  apart  again. 

Now  wMe  they  Ve  busy  doing  that, 
we  would  like  to  move  on  to  sometliing 
bigger  and  better.  The  new  Accord. 

Tlie  new  Accord  was  redesigned 
to  create  a  new  car.  A  car  atamed  to  the 
driver.  One  that  improves  the 
quality  of  driving. 


Y 


Tliere  is  more  room  inside,  the  ride 
18  more  comfortable  and  the  car  is  more 
responsive  under  all  driving  conditions. 

You  can  see  the  smooth,  flowing 
lines ;        :  substantial  increase  in  glass 
area.  bu;.  tnc  greater  refinements  are 
inside  the  car,  where  they  matter  most. 
ITie  body  is  built  with  thicker  steel 


panels.  So  its  stiffer  and  more  solid.' 
redesigned  4-wheel  double  wishboi 
suspension  system  works  even  bett 

Power  steering  now  operates  at ; 
speeds.  And  it  progressively  adjusts  j 
amount  of  assistance  tor  better 
road  feel  for  the  driver. 

A  new,  powerful 
engine  rests 
beneath 


@l9inAiTKncin  Hand!  Mai«(<  .  I.I 


the  low,  sloping  hood.  Its  fuel  injecp 
Unique  balance  shafts  cancel  inertil 
forces  that  cause  other  engines  to  ti. 
and  shake.  You'll  be  amazed  at  just 
smoothly  and  quietly  it  runs. 

Tliere  is  a  new  4-speed  auton 
transmission  available  that's  compact, 
smooth  sliifting  and  even  more  effic^ 

i 


le  dmes. 


)nce  seated  inside  the  car,  you  are 
)med  by  a  bright,  airy  environment 
nnmediately  puts  you  at  ease.  The 
ols  and  instruments  are  logically 
d.  Everything  falls  into  your  line  of 


is  thick  and  plush  and  helps  to  absorb 
noise  and  vibrations. 

A  new  ventilation  system  further 
assures  your  comfort.  Its  quiet,  efficient 
and  the  controls  are  easy  to  use. 

When  designing  the  new  Accord, 
Honda  engineers  kept  one  thought 
foremost  in  mind.  To  build  a  car 
that  will  make  you  more 
pleasantly  aware  of 


and  is  easily  within  your  reach. 
Fhe  front  seats  are  larger  and  offer 
er  support.  Rear  seats  contour  to 
shape  for  better  comfort, 
rhe  interior  is  designed  to  gi\  e  the 
arance  of  smooth,  seamless  space. 
Is  are  moulded  from  one  piece  so 
is  nothing  to  rattle.  The  carpeting 


the  enjoyment  of  driving.  You  will  have 
to  drive  it  to  believe  it. 

And  you  should  keep  this  in  mind. 
If  you  are  thinking  about  buying  a  new 
Accord,  make  sure  its  the  one  built  by 


Honda. 


□ 

IMF 

The  New  Accord 


over  Sto 


ups.  They're  also  gobbling  up  suppliers 
of  strategic  parts.  Sony  America  recent- 
ly agreed  to  buy  Materials  Research 
Corp.,  a  maker  of  semiconductor  manu- 
facturing equipment.  Three  of  five  U.  S. 
companies  that  make  platters  for  high- 
performance  disk  drives  are  owned  or 
controlled  by  Japanese  investors.  Trac- 
tor maker  Kubota  has  invested  in  uvo 
workstation  makers.  MIPS  Computer  Sys- 
tems and  Ai-dent  Computer  Inc.  Fujitsu 
has  a  3&'"f  stake  in  Poqet.  a  startup  that 
makes  a  one-pound  PC.  Canon  Inc.  even 
has  a  16  '  interest  in  Next. 

It's  all  quite  a  change  from  a  decade 
ago.  when  the  Japanese  arrived  with 
their  first  computers.  "The  approach 
was  to  take  what  they  had  in  Japan. 


agers.  boosted  U.  S.  PviD.  and  forged  al- 
liances with  U.  S.  soft^vare  suppliers.  To- 
day, NEC  Home  Electronics  is  a  $400 
million  business  with  a  14^<:  share  of  the 
portable  PC  market.  Last  year,  it  was 
first  with  "notebook'"  models,  weighing 
around  five  pounds.  This  year.  Schaefer 
says,  he  will  ship  50,000  of  these  Ultra- 
lites.  which  list  for  .<2..500  to  S3.000. 
PERENNIAL  WEAKNESS.  This  is  the  toe  in 
the  door.  "We  will  replace  desktops  with 
laptops."  predicts  Kiichi  Hataya.  presi- 
dent of  Toshiba  America  Information 
Systems  Inc.  Toshiba  is  now  building 
15,000  laptops  a  month  at  its  Inine 
(Calif.)  plant — up  from  5.000  a  month 
two  years  ago.  In  laptops,  Japan  has  an 
edge  over  both  Asian  and  American  ri- 


PORTABLES 

JAPAN'S  BIGGEST 
SUCCESS  IN  COMPUTERS 


IN  LAPTOPS,  JAPAN  HAS  FOUND  A  NICHE  THAT  EMBODIES  ALL  ITS  STRENGTHS 


85         86  87 
▲  THOUSANDS  OF  UNfTS  SHIPPED 
DAU:  INFOCOKP 


with  little  thought  for  the  American 
market,  and  ask  us  to  sell  it,"  recalls 
William  G.  Robinson,  a  former  executive 
at  NEC  and  now  senior  vice-president  of 
Sharp  Electronics  Corp.'s  computer  divi- 
sion. "They  even  sent  us  computer  man- 
uals in  Japanese." 

The  most  suri)rising  gaffes  were  in 
PCS.  Built  with  off-theshelf  components 
and  third-party  software  and  sold  by  in- 
dependent distributors,  those  seemed 
custom-made  for  Japan's  electronics 
com.panies.  But,  unable  to  run  IB.M  soft- 
ware, the  Japanese  machines  had  about 
as  much  appeal  as  a  1960  Toyota. 

Eventually,  the  folks  back  in  Japan 
bi-^tran  listening  to  the  Americans  they 
had  hired.  Now,  that's  producing  solid 
gains.  Kp.^on  America  has  4'^  of  U.  S.  PC 
sales,  according  to  InfoCorp.  with  NEC 
and  Toshiba  tied  at  3''^  each.  NEC  illus- 
trates the  Japanese  turnaround.  As  re- 
cently as  i986.  it  was  losing  money  on 
S13  n-iillion  m  annual  sales.  "They  had 
ju.st  about  given  up,''  says  Keith  E. 
Schaefer,  the  former  Atari  Corp.  and 
Procter  &  Gamble  Co.  marketing  execu- 
tive wno  was  hired  to  fix  things. 
Schaefer  recruited  new  American  man- 


vals.  "All  the  technology'  that  is  key  to 
laptops  is  from  Japan — batteries,  the 
screen,  disk  diives."  notes  Schaefer. 

The  Japanese  are  getting  better  at  dis- 
tribution, too.  They  tried  and  failed,  for 
the  most  part,  to  push  PCs  through  deal- 
ers that  handled  their  copiers  and  office 
machines.  But  a  new  pattern  is  emerg- 
ing. In  the  top  2,100  computer  stores 
that  carrj-  the  big  thi-ee — IBM.  Apple, 
and  Compaq — Japanese  computers  are 
often  sold  as  the  lower-priced  alterna- 
tive. In  the  2,100  other  stores  that  don't 
carry  the  big  three,  NEC,  Mitsubishi,  Ep- 
son, and  Toshiba  are  emerging  as  the 
top  brands.  Any  one  of  these  four  "is 
now  positioned  to  become  the  fourth  top 
brand  in  the  U.  S.,"  says  Michele  S.  Pres- 
ton, a  Salomon  Brothers  Inc.  analyst. 

"Workstations  are  the  next  ob\ious 
area,"  says  Kenneth  Flamm.  a  senior 
fellow  at  the  Brookings  Institution. 
These  machines,  which  combine  mini- 
computer power  and  advanced  graphics, 
use  the  Unix  operating  system,  as  a 
computer's  basic  software  is  called.  Be- 
cause Unix  is  a  widely  available  stan- 
dard, anyone  can  enter  the  market,  says 
Richard  P.  Mirabella,  director  of  market- 


ing for  Sony  ]\Iicrosystems  Inc.  in  H 
Alto,  Calif.  Coming  from  now-here  v 
years  ago.  Sony  is  now  vying  with  a 
for  the  lead  in  Unix-based  workstatt 
in  Japan.  Its  goal  is  to  build  a  S3  bilj. 
worldwide  business  within  five  year 
As  with  laptops,  the  Japanese  ha' 
keen  technical  advantage  in  wor: 
tions,  where  sales  are  expected  to 
34^c  a  year  through  1992.  These 
chmes  rely  heavily  on  graphics, 
high-resolution  displays,  and  reqtiire 
of  memory  chips.  Better  still,  they 
be  built  without  buying  microprocei 
from  Intel  and  Motorola  Inc.  Tl 
something  the  Japanese  are  loath  t< 
But  the  tw^o  top  chipmakers  ' 
stopped  granting  licenses  to  man 
ture  their  designs. 

The  workstJ 
crowd  is  more  fie: 
Sun.  Hewiett-Pacl 
and  MIPS  have  lid 
their  high-speed 
(for  reduced  instruj 
set  computing)  desj 
So  Ftijitsu,  N'EC, 
Toshiba,  and  Hi 
can   build  RISC-b| 
workstations. 
U.  S.  supplier 
that  selling  license 
make  its  design  a 
dard.  But  in  the 
cess,  each  may 
handed  the  Japani 
leg  up  for  the 
"Licensing  those  c 
says  Da\id  L.  H| 
head  of  Intel's  microprocessor  div 
"is  one  of  the  greatest  crimes  in 
can  technology." 

A  greater  crime,  says  John  R< 
gen,  chief  executive  of  Cray  Rea 
would  be  the  loss  of  the  U.  S.  le 
supercomputers.  Long  used  in  resi  - 
and  defense,  supercomputers  hav 
come  a  major  competitive  tool  fo' 
U.S.  economy,  helping  with  the  d 
of  pharmaceuticals,  computers,  andff-''^ 
Cray  retains  t\vo-thirds  of  the  " 
market.  But  the  Japanese  are  in  ho' 
suit,  with  XEC  and  Fujitsu  ha\inj 
nounced  what  they  bill  as  the  w 
fastest  supercomputers. 

They  may  not  crack  the  U.  S.  m;te 
"Protectionism  has  kept  them  out,'i*'- 
Gorte  of  eta.  But  that  won't  in-'h 
Cray  forever.  Some  32^f  of  its  sale* 
o%"erseas,  and  it  faces  setbacks  tht,^ 
its  huge  Japanese  rivals,  who  can  s"ei 
hefty  development  costs  across  *0'^ 
product  lines,  cut  prices  to  win  nrA 
share.  It's  a  tactic  that  Cray,  wh 
single  product  line,  can't  match,  an  i'i 
could  endanger  its  overall  health. 

For  now,  self-interest  prevent' t 
Japanese  from  being  wildly  aggrsi 
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Youll  find  our  printers  exceed  specifications 
in  the  most  crucial  area  of  all.  Confidence. 


In  a  world  where  anything  can  go  wrong,  isn't  it 
e  to  know  something  won't?  NEC  printers.  These 
chines  have  built  the  kind  of  reputation  that  used 
3e  associated  only  with  National  Heroes  and  World 
ies  MVPs.  Steady,  reliable,  clutch  performers. 

They  are:  the  Pin  writer"  family  of  dot  matrix 
nters,  and  the  Silentwritef  family  of  page  printers, 
d  their  legendary  reliability  and  print  quality  have 
pired  spontaneous  outbursts  of  applause  on  more 
in  one  occasion.  Our  Pin  writer  printers  are  24- wire 
workhorses  that  consistently  deliver 
unmatched  print  quality,  type  variety 
and  the  highest  resolution  graphics. 


1^ 


Our  Silentwriter  printers  are  laser-class  printers 
that  are  in  a  class  all  their  own.  They  offer  a 
ri  PostScript' interpreter,  a  wide 

y    ^  '    ^1         variety  of  type  fonts,  and  exten- 
3  sive  memory.  Which  makes  them 

the  perfect  page  printers  for 
desktop  publishing  environments 
and  work  group  settings.  And 
they're  all  from  NEC,  the  $24  billion  world  leader  in 
computers  and  communi- 
cations. Talk  about  confi- 
dence building. 
WE'RE  MAKING  THINGS  BETTER  FOR  YOU, 


SEC 


'  Information  Systems,  Inc.,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719.  1-800-NEC-INFO.  In  Canada,  1-800-343-4418. 

'  ©  Copyright  1989  NEC' Informalion  Systems  tnc  Pinwnter  and  Silentwriter  are  registered  trademarits  of  NEX'(x)rp  PostSmpt  is  a  registered  trademark  of  Adobe  Systems,  [nr 


in  the  U.  S.  market.  One  reason  is  the 
spotlight  on  U.  S.-Japan  trade  issues.  Be- 
yond that,  if  Japan's  electronics  giants 
move  too  fast  in  computers,  they  might 
cripple  the  U.  S.  companies  that  buy 
most  of  their  components.  More  likely, 
says  Gartner  Group's  Caffery,  is  a  more 
gradual  shift — a  slow  buildup  to  the 
point  where  Japanese  computers  are 
consuming  so  many  components  that  the 


U.  S.  customers  won't  be  so  important, 
"Then,"  Caffery  says,  "by  the  time  the 
alarm  bells  go  off,  it  will  be  too  late." 

IBM's  Kuehler  says  it  needn't  happen. 
That's  why  he's  speaking  out  now.  "We 
have  the  people  who  can  compete — if  we 
can  lubricate  the  process."  All  computer 
makers  need,  he  adds,  are  measures  that 
will  give  innovators  in  the  U.  S.  the  same 
chance  as  their  Japanese  rivals.  A  couple 


of  tax  credits.  A  little  less  worry 
antitrust.  A  bit  of  judicious  indusk 
policy.  It's  a  list  that  could  keep  '» 
gress  busy  for  a  decade — while  B' 
more  basic  industry  slips  slowly  awy. 

By  Geoff  Lewis  in  New  York,  with 
Gross  in  Tokyo,  Jonathan  B.  Levine  in\ 
Francisco,  John  W.  Verity  in  New 
Lois  Therrien  in  Chicago,  and  Patridi 
Cole  in  Los  Angeles 


MITI:  THE  SUGAR  DADDY  TO  END  ALL  SUGAR  DADDIES 


For  13  years,  MITI,  Japan's  power- 
ful Ministry  of  International 
Trade  &  Industry,  has  thrown 
money  at  an  elusive  goal:  computers 
that  write  their  own  software.  The 
first  project,  in  1976,  came  up  empty. 
The  second  created  so-called  tools  to 
help  programmers  write  software.  No 
one  used  them.  The  latest,  a  five-year, 
$200  million  effort  called  Sigma,  pro- 
duced a  desktop  computer — but  not 
one  that  programs  itself.  Give  up?  Not 
MITI.  It's  budgeted  $36  million 
for  a  fourth  try. 

Such  is  the  determination 
of  Japan's  government  and 
industry  to  come  up  with 
world-beating  computer  tech- 
nologies. Hundreds  of  mil- 
lions of  dollars  in  public  and 
private  funds  are  pouring  into 
everything  from  chipmaking 
equipment  to  machines  that 
"think."  Some  ideas  will  pay 
off  in  a  few  years.  Others, 
such  as  biocomputers  using 
the  electronic  switching  tech- 
niques of  organic  cells,  bor- 
der on  science  fiction. 
CHARTING  GENES.  The  largest 
effort  is  MlTl's  10-year,  $357 
million  Institute  for  New 
Generation  Computer  Technology 
(ICOT),  better  known  as  the  Fifth  Gen- 
eration Project.  Set  up  in  1982  to  re- 
search artificial  intelligence,  it  has 
since  created  a  "parallel"  computer 
with  64  processors  and  software  that 
translates  text  from  one  language  to 
another.  Dismissed  for  years  by  U.  S. 
observers,  ICOT  now  shows  signs  of 
bearing  fruit.  On  Oct.  11,  the  Defense 
Dept 's  Argonne  National  Laboratory 
pian)ie:i  to  test  an  ICOT  machine  by  ask- 
ing it  to  chart  genes  on  chains  of  dna. 
A  versior;  with  1,000  processors, 
planned  for  1992,  will  attempt  such 
complex  jobs  as  discerning  the  opti- 
mum layout  for  millions  of  circuits  on 
a  microchip.  "It  has  certainly  helped 
them  be  .  ;  eived  as  serious  research- 
ers," says  li  -s  Overbeek,  an  Argonne 


senior  computer  scientist.  "But  I  don't 
think  it  will  come  to  market  soon." 

MITI  is  already  planning  the  succes- 
sor to  the  Fifth  Generation.  The  most 
promising  idea,  says  Taizo  Nishikawa, 
MiTl's  deputy  director  of  industrial 
electronics,  is  a  "neurocomputer"  that 
simulates  the  structure  of  the  human 
brain.  Japan's  top  electronics  compa- 
nies— as  well  as  American  and  Europe- 
an researchers — are  experimenting 
with  the  concept.  But  Mitsubishi  Elec- 


tric and  Hitachi  Ltd.  already  have 
working  prototypes  of  neural  chips. 

Another  promising  area  is  optical 
computers.  The  groundwork  was  laid 
by  an  $82  million  MITI  project  in  opto- 
electronics that  ended  in  1986.  It  helped 
NEC,  Hitachi,  and  Fujitsu  to  build  com- 
ponents such  as  optical  sensors  and 
semiconductor  lasers,  which  found 
their  way  into  products  such  as  laser 
printers,  copiers,  fax  machines,  and  op- 
tical disks.  The  next  step  is  to  replace 
the  mirrors  and  lenses  in  these  prod- 
ucts with  holographic  components.  Ho- 
lography, the  use  of  lasers  to  record 
three-dimensional  images,  will  be  a  key 
technology  in  building  optical  comput- 
ers that  work  with  particles  of  light 
rather  than  electronic  pulses. 

Meanwhile,  MITI  is  pursuing  more 


down-to-earth  goals.  One  $70  milll 
project,  dubbed  Friend  21,  is  aimedtt 
using  "natural  language"  to  make  * 
even  more  user-friendly  than  Apie 
Computer  Inc.'s  Macintosh.  And  Ist 
month,  MITI  pledged  $20  million  to  \y 
duce  a  40-inch,  color,  liquid-crystal  s- 
play  for  high-definition  T\'  and  comit- 
ers.  The  Postal  Ministry,  wh:h 
regulates  broadcasting,  is  putting  ip 
$25  million  for  an  even  larger  mod. 
MUTIMEDIA  PC.  Much  of  Japan's  e- 
search  is  intended  to  mainlk 
its  dominance  in  audiovisa! 
technologies.  Japanese  po- 
ners  see  a  new  form  of  hew 
computer  in  the  1990s  tsl 
combines  microcomputJJ 
with  digital  sound  and  gr{h 
ics.  That's  why  such  cons& 
er  electronics  giants  as  Sij 
Corp.  are  moving  quickly  tc 
digital  technology  and  cn 
puter  research.  "It's  getii| 
harder  to  draw  the  line  >e 
tween  computers  and  auo 
video  equipment,"  says  Sij 
Senior  General  Manager  ''X 
uaki  Aoki.  "That  gives  u  i 
chance."  One  product  thail 
ready  bridges  the  electrois 
computer  gap  is  FM  Toms 
Fujitsu's  so-called  multimedia  PC  wi  ! 
built-in  compact-disk  player  that  sfce 
data  and  plays  audio  CDs,  too. 

But  MlTl's  most  important  focu£*e 
mains  software.  It  still  isn't  discu' 
aged,  despite  years  of  scant  resulti) 
the  quest  for  automated  software 
duction.  After  all,  its  $200  million  ]0: 
ect  in  the  1970s  to  develop  compe 
memory  chips  was  technically  a  faih 
because  it  didn't  perfect  X-ray  litho"S 
phy.  "But  generic  technologies  vt< 
created,  and  they  are  widely  usectt 
day,"  says  Michiyuki  Uenohara,  B 
Corp.'s  research  director.  Those  t)l 
helped  Japan  take  709f  of  the  v^'l' 
DRAM  memory  chip  market.  The  is 
thing  U.  S.  computer  makers  nee  i 
another  failure  like  that. 

By  Neil  Gross  in 
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A  RECENT  DEAL  REAPED 
AN  INTERESTING  DIVIDEND. 


While  few  issues  seem  as  diverse  as  Third  World  debt  and  the  environ- 
ment, they've  now  been  linked  in  an  innovative  "debt  for  nature"  swap. 

In  this  swap,  Third  World  debt  is  purchased  by  industrialized  nations 
and  donated  to  the  debtor  go\ernments  to  reclaim  land  for  environmen- 
tal preservation. 

At  Salomon  Brothers,  for  example,  we  recently  purchased  a  significant 
amount  of  outstanding  Costa  Rican  debt  for  the  Kingdom  of  Sweden.  In 
return  for  Sweden's  forgiving  the  debt,  Costa  Rica  committed  to  protect  a 
210,000  acre  tropical  forest. 

By  giving  aid  in  this  form,  Sweden  helped  not  only  Costa  Rica,  but  the 
entire  world,  because  Costa  Rica  was  able  to  maintain  natural  resources 
instead  of  having  to  sacrifice  them  for  short  term  gains. 

As  for  us,  we  were  able  to  play  a  part  in  the  largest  debt  for  nature  swap 
to  date.  More  than  that,  we  had  the  chance  to  help  enrich  the  world. 

In  a  much  different  way  than  investment  banks  usually  do. 


Salomon  Brothers 


Solomon  Bratfiers  Inc  -  Member  of  SIPC 


ndustries 


CEO  TREYBIG:  SO  FAR,  INVESTORS  ARE  IMPRESSED.  TANDEM'S  STOCK  IS  UP  47%  THIS  YEAR 


THIS  CYCLONE  IS  OUT  TO  RAIK 
ON  IBM'S  PARADE 


Tandem  bets  its  new  mainframe  will  grab  a  few  data  bases 


When  Tandem  Computers  Inc. 
rolls  out  it5  first  full-fledged 
mainframe  on  Oct.  17,  there'll 
be  no  lack  of  schmaltz.  The  jet-black 
XonStop  Cyclone  will  appear  on  a 
smoke-filled  stage  pulsating  with  fast 
music  and  video  images  comparing  the 
product  to  a  Ferrari  and  the  SR-71  spy 
plane.  The  message:  Cyclone  is  big  and 
fast — an  IB.M  mainframe  killer. 

A  bit  much,  sure,  but  there's  more 
than  glitz  behind  the  smoke.  Tandem  for 
years  has  been  content  to  have  its  ma- 
chines coexist  with  IB.M  mainframes.  Its 
specialty  of  processing  volumes  of  rapid- 
fire  transactions  instantaneously,  or  on- 
line, has  won  it  work  such  as  handling 
trades  for  the  New  York  Stock  Ex- 
change. But  in  most  cases,  its  machines 
unload  their  data  each  day  to  an  IBM  370, 
.vhich  crunches  huge  batches  of  ac- 
'nts  overnight,  or  later  sifts  through 
sa.  - •  records  to  spot  buying  trends. 

^■ow.  the  Cupertino  (Calif.)  company 
waiits  those  jobs,  too.  And  early  signs 
are  that  customei-s  are  willing  to  give  it 


a  tr\'.  With  new  data-base  software  an- 
nounced last  June,  Tandem  for  the  first 
time  can  handle  the  full  range  of  main- 
frame tasks.  That's  largely  how  it  beat 
out  IB.M  last  May  for  a  four-year,  S50 
million  deal  from  the  California  Motor 
Vehicles  Dept.  The  department  will 
move  50  million  driver  and  vehicle  rec- 
ords from  an  aging  Univac  mainframe 
to  Tandem  systems.  With  Cyclone  sell- 
ing at  roughly  one-third  the  price  of  a 
comparable  IB.M  system,  "Tandem  has  el- 
evated itself  tremendously  as  an  IBM 
mainframe  competitor,"  says  George  J. 
Weiss,  a  Gartner  Group  Inc.  analyst. 

Ironically,  IBM  has  cleared  the  way  for 
this.  For  four  years,  it  has  told  custom- 
ers of  the  benefits  of  storing  their  main- 
frame data  in  a  relational  data  base — a 
flexible  way  of  organizing  data  that  can 
cut  the  cost  of  writing  in-house  soft- 
ware. But  few  customers  have  taken  the 
advice  because  IBM's  relational  software, 
called  DB2,  uses  lots  of  expensive  main- 
frame hardware. 

With  Cvclone  and  its  own  relational 


data-base  program.  Tandem  is  stepp? 
into  the  breach.  Both  Humana  Inc.  ad 
Kaiser  Permanente,  the  nation's  bigg;t 
HMOs,  plan  to  put  crucial  patient-cr- 
records  onto  Tandem  computers.  A« 
once  Tandem  wins  control  of  a  r-.w 
ny's  central  data  base,  it  can  mor  , 
take  on  other  mainframe  jobs  such^ 
sales  forecasting  and  rrianagement  ft 
porting.  McKesson  Corp.,  the  87  billjl 
drug  distributor,  is  moving  its  inven 
records  from  an  IBM  mainframe  to 
dem  so  customers  can  know  instantl; 
the  products  they  want  are  in  stock 
may  add  pricing  and  other  jobs  as 
"We're  looking  at  Tandem  for  a  lo 
applications  that  we  didn't  used 
says  VicePresident  Jon  W.  d'Alessi 
ROOM  TO  GROW.  That's  good  news 
Janie.-^  G.  Treybig,  Tandem's  presidi 
who  has  watched  revenue  growth  sM 
from  35^f  in  1987  to  23%  for  the  y« 
ending  Sept.  30,  to  a  total  of  about  hi 
billion.  That's  barely  5%  of  the  $31 1 
.ion  on-line  processing  market,  lea 
room  to  grow.  Analysts  now  figure  li 
dem's  new  products  will  help  it  sus# 
growth  of  25%  or  more  for  at  least  a  m 
years.  IBM,  with  66^^^  of  the  markets 
alert  to  the  threat,  market  researcln 
say,  and  has  set  up  a  Tandem  task  fcise 
that  reports  directly  to  Chairman  Jk 
F,  Akers.  IBM  declined  to  comment. 

Tandem's  success  is  hardly  a  fait'C- 
compli,  of  course.  It  still  has  the  im«f 
of  being  a  specialty'  company,  and  it  at 
lots  to  learn  about  competing  heaoi 
with  IBM  in  mainframes.  "Building  % 
product  is  just  the  start,"  says  Treyg 
"The  hard  part  is  building  the  marke  jf 
organization  to  sell  it."  Besides,  IBi'k 
mo\ing  fast  to  fix  its  biggest  weaknffl 
es  relative  to  Tandem.  For  instance,  is 
enhancing  the  speed  at  which  its  n:in 
frames  can  recover  from  disk-drive  al 
ures.  And  Digital  Equipment  Corf  u 
about  to  enter  the  mainframe  aria 
while  a  new,  low-priced  machine  f>D 
Stratus  Computer  Inc.  is  pressua^ 
Tandem  for  smaller  transaction  pro(3S 
ing  jobs — its  bread  and  butter. 

Nonetheless,  investors  are  impressd 
Tandem's  stock  has  shot  up  47%  it 
year  to  24.  compared  with  a  28%  risf  o 
the  S&P  500.  But  Tandem  is  also  onD 
the  most  volatile  technology  stdt 
around.  The  company's  high  gross  !ir 
gins  of  nearly  70%^  cause  big  swing  iJ 
earnings  when  revenue  targets  ft 
missed  even  slightly.  In  recent  yers 
that  has  caused  stock  plunges  o  a 
much  as  25%  in  a  day.  Big  Cyclonor 
ders  might  help  boost  earnings  and  e] 
the  stock  on  the  ascent.  But  be  prep 
for  a  little  vertigo  along  the  way. 

By  Jonathan  B.  Lerinc  in  Cuper'^ 
Calif. 


114  BUSINESS  WEEK /OCTOBER  23.  1989 


INDCH* 


KENTUCKY  STt^AK.MT  f/A'V.v  ■  ■ 

aOPROOFJ+O-f.  ALC  VOL  )  UlSTll.LLU  A,.l  i  W  iT  Til.'  Ftl 
JAMESB  BEAM  DISTILLING  CO  CLERMONT  BEAM  Ki 


THE  MERGER  WARS  ARE  TURNIN 
DOWNRIGHT  FRIENPIY  

Slock  swaps  are  hot,  as  more  companies  steer  clear  of  hostile  bids  and  junk  bonds 


As  the  1980s  draw  to  a  close,  so 
does  the  heyday  of  the  highly  le- 
veraged, hostile  deal.  Instead  of 
sneak  assaults,  frenzied  bidding  wars, 
and  poison-pill  defenses,  the  acquisition 
game  is  being  played  more  and  more  in 
the  old-fashioned  way:  by  calmly  negoti- 
ating friendly  mergers.  And  the  new 
wave  of  buyers  is  paying  with  stock,  not 
borrowed  cash. 
Slock  is  the  currency  for  some  of  this 
j  year's  biggest  deals.  When  Bristol-My- 
j  ers  Co.  agreed  to  acquire  Squibb  Corp. 
in  e;i!':y  Octot)er,  it  offered  new  shares 
worth  $11.5  billion  and  bartered  them 
g    for  Squibb  shares.  There  hasn't  been  a 
I    lot  of  fanfare.  But  so  far  this  year,  there 
g    have  been  T:]  such  moves,  involving  a 
%    surprising  $(j7  billion  worth  of  shares 
i  (chart). 

I  Stock  swaps  aren't  driven  by  dreams 
jr  of  breaking  up  company  and  selling  its 
3    pieces  at  eye-poj  i^ng  prices.  They're  in- 


spired by  visions  of  synergy — the  whole 
being  worth  more  than  the  sum  of  the 
parts.  When  Beecham  and  SmithKline 
Beckman  Corp.  agreed  to  a  merger  in 
July,  they  told  shareholders:  Give  us  a 
chance  to  build  a  stronger  business  by 
creating  a  bigger  one.  "We  didn't  have 
critical  mass  in  R&D  and  sales,  particu- 
larly in  the  U.  S.,"  says  Hugh  Collum, 
group  finance  director  of  SmithKline 
Beecham.  "This  is  really  a  big  step  up." 
PAPER  PYRAMIDS.  Bigger  is  better — 
sounds  like  the  conglomerate-mad  1960s, 
right?  Not  quite.  In  those  days,  deal- 
makers  didn't  just  swap  shares.  They 
typically  traded  warrants  and  convert- 
ibles of  companies  with  high  price-earn- 
ings ratios  for  stock  in  smaller,  low-p-e 
companies.  When  earnings  fell  short  of 
expectations,  some  of  the  paper  pyra- 
mids fell  apart.  So  far  this  year,  most 
swaps  are  between  companies  with 
equal  multiples.  "You  don't  have  the 


same  potential  for  disaster  if  bothfc 
panics  are  fairly  valued,"  says  H£j/8 
investment  banking  Professor  S|fll 
Hayes. 

And  nowadays,  when  a  compamw 
a  high  p-e  ratio  goes  looking  for  are 
with  a  high  p-e,  its  intended  tends.o 
in  the  same  business.  Lately,  thali)i 
ness  is  apt  to  be  pharmaceuticals  t 
lular  phones.  More  swaps  are  exjioi 
in  other  high  p-e  areas  such  as  ifio 
technology,  and  consumer  produci, 
well  as  service  industries. 

Stock  swaps  won't  take  over  frck ' 
debt-fueled  cash  tender  offers,  \W 
because  accounting  rules  are  a  et 
rent.  But  when  companies  can  ove^oi 
the  complexities,  there  is  a  potentiiip: 
off  for  management,  shareholder  a 
even  the  economy.  "American 
ment  is  viewing  stock-swap  merg'S 
a  way  of  increasing  their  worw 
market  share  without  leverage,"  ;ys 
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60- 


40- 


,on  Hill,  head  of  mergers  and  ac- 
3ns  at  Shearson  Lehman  Hutton 
Ln  acquirer  usually  issues  extra 
,  and  the  dilution  means  its  stock 
may  decline  at  first.  But  if  the 
lation  clicks,  the  shares  will  soon 
r — and  then  some. 
1986  tax-reform  act  made  bust- 
>s  attractive,  prompting  companies 
c  again  at  stock  swaps,  which  let 
nies  merge  with  a  "pooling  of  in- 
;."  Here,  two  companies  combine 
e  sheets  without  incurring  taxable 
for  themselves  or  their  sharehold- 
nother  bonus:  Swaps  don't  create 
ill,  the  accounting  dif- 
e  between  book  value 
urchase  price  that  eats 
iported  earnings  as  it  is 
1  off  over  the  years. 
BOOST.  The  trouble  in 
nk-bond  market  is  also 
y  stock  swaps  look  good, 
;t  for  now.  With  inves- 
pooked  by  a  string  of 
debacles,  leveraged- 
t  groups  and  raiders 
)ank  on  the  market  ab- 
g  just  any  new  junk  is- 
nd  they  must  count  on 
:  to  pay  dearly:  Even  af- 
s  deductions,  15%  bond 
it  costs  a  company  more 
L  3%  dividend  on  stock, 
with  the  stock  market 
g  its  postcrash  peak, 
nies  get  a  lot  of  buying 
when  they  issue  equity, 
f  the  summer,  stock  swaps  re- 
a  legal  boost  when  the  Delaware 
backed  the  controversial  stock- 
plan  of  Time  Inc.  and  Warner 
unications  Inc.  Paramount  Com- 
itions  Inc.  had  argued  that  the 
^as  the  equivalent  of  Time  putting 
ap  for  sale.  The  judges  ruled  that 
;  so.  Later,  Paramount's  bid  for 
scuttled  the  swap,  and  Time  ended 
nng  cash  for  Warner.  But  the  judi- 
cision  makes  it  tougher  to  derail  a 
anned  swap. 

drawback  to  the  original  Time 
;r  swap  was  that  it  was  a  low- 
im  deal:  Time  offered  to  pay  with 
worth  only  10%  over  Warner's 
t  price,  so  Warner  shareholders 
incentive  was  future  appreciation, 
bile  they  don't  match  the  up-front 
)f  buyout  offers,  many  swap  pre- 
>  aren't  exactly  shabby.  Bristol- 
'  premium  in  its  swap  with  Squibb 
lolders  is  about  40%,  and  Japan's 
ra  Co.  has  offered  a  premium  of 
50%  for  AVX  Corp. 
ke  a  buyout,  swaps  don't  force 
lolders  to  cash  out  and  pay  capital- 
taxes.  And  if  the  merger  prospers 
long  term,  they  get  share  appreci- 
Bristol-Myers  Squibb  is  already 
?  at  53%,  above  the  5178  Bristol- 


Myers  traded  at  on  July  26,  the  day  be- 
fore it  announced  its  swap.  Synergy  is 
the  reason.  To  Charles  Lemonides,  an 
analyst  with  Gruntal  &  Co.,  the  market 
perceives  the  new  enterprise  as  "more 
efficient,  a  better  competitor." 

Are  there  any  losers  in  stock  swaps? 
Well,  investment  bankers'  fees  from 
helping  arrange  swaps  are  not  as  hand- 
some as  those  they  command  in  the  heat 
of  takeover  battles.  Kyocera  actually 
used  no  investment  banker  in  its  pro- 
posed swap  for  AVX.  But  don't  weep  for 
Wall  Street  bankers:  They  have  created 
complex  hybrids  that  permit  them  to 


after  the  deal.  Once  the  swap  is 
launched,  short-selling  of  the  acquiring 
company's  stock  can  drive  the  price 
down,  messing  up  the  ratio  between  the 
two  sets  of  stock  and  squelching  the 
entire  deal. 

Undaunted,  Japanese  companies  are 
expected  to  jump  into  U.  S.  swaps.  Con- 
sider Kyocera.  By  proposing  what  it 
calls  the  first  swap  between  a  Japanese 
and  a  U.  S.  company,  Kyocera  will  ex- 
pand its  manufacturing  facilities  in  the 
U.  S.  and  Europe,  where  AVX  has  strong 
operations.  Shareholders  of  AVX,  a  com- 
petitor in  the  electronic  components 


STOCK  SWAPS  ARE 
GROWING  FAST... 


...AND  HERE  ARE  SOME  OF 
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Issued  by... 

For...                    Estimated  value  of  stock 
Billions  of  dollars 

BRISTOL-MYERS 

SQUIBB 

$n.5 

BEECHAM  CROUP" 

SMITHKLINE  BECKMAN 

7.9 

LIN  BROADCASTING 

BELLSOUTH 

6.0* 

SOVRAN  f  INANCIAL" 

CITIZENS  &  SOUTHERN 

4.7* 

MARION  LABS 

MERREU  DOW 

3.2* 

PACIFICORP 

UTAH  POWER  &  LIGHT 

1.9 

McCAW  CELLULAR  COMM. 

AFFILIATED  PUBLICATIONS 

1.7 

PROCTER  &  GAMBLE 

NOXELL 

1.3* 

MERIDIAN  BANCORP 

FIRST  PENNSYLVANIA 

0.8* 

KYOCERA 

AVX 

0.6* 

*  Pending 


*  *Merger  of  equals  creating  new  entity 
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charge  their  regular  fees.  In  these  deals, 
companies  break  values  out  to  share- 
holders without  having  their  earnings 
penalized  by  goodwill. 

Take  Lin  Broadcasting  Corp.,  which 
has  a  p-e  of  54.  It  plans  to  merge  its 
cellular  telephone  properties  with  those 
of  BellSouth  Corp.,  which  has  a  p-e  of 
15.  The  ownership  of  the  new  company 
would  be  split  down  the  middle  between 
Lin  and  BellSouth.  In  addition  to  be- 
coming owners  of  the  new  company,  Lin 
shareholders  would  get  a  $20-per-share 
cash  dividend  and  a  stake  in  Lin's 
television  business,  which  is  to  be 
spun  off. 

Whatever  their  advantages,  successful 
stock  swaps  must  overcome  a  number  of 
hurdles.  U.  S.  accounting  rules  list  12 
conditions  to  qualify  for  a  swap.  For 
instance,  a  swap  isn't  tax-free  if  a  divi- 
sion is  divested  two  vears  before  or 


Swaps  are  inspired  by  visions 
of  synerg>^ — not  dreams  of 
breaking  up  a  company  and 
reaping  a  windfall 


business,  are  considering  the  offer  to 
trade  their  shares  for  Kyocera's  Ameri- 
can depositary  receipts  at  a  W/<  premi- 
um. With  Kyocera  trading  at  a  p-e  of  29 
and  AVX  at  an  11  p-e,  the  Japanese  com- 
pany is  getting  a  bargain. 
'TOE  IN  THE  WATER.'  Indeed,  the  Japanese 
have  an  enormous,  built-in  advantage  in 
equity-based  acquisitions.  The  Japanese 
Nikkei  index  is  trading  at  an  average  p-e 
of  30  vs.  the  Standard  &  Poor's  500- 
stock  index  multiple  of  14.1.  Japanese 
companies  can  trade  their  high-priced 
stock  for  lower-priced  stock  in  U.  S.  com- 
panies and  snap  up  American  assets  at 
large  discounts.  And  this  process  is  just 
starting.  The  Kyocera  deal  is  "the  usual 
Japanese  toe  in  the  water  before  the 
tsunami"  says  Robert  G.  Gutenstein,  a 
partner  at  Kalb,  Voorhis  &  Co. 

Whether  they  involve  foreign  or  do- 
mestic companies,  stock  swaps  are  back. 
Certainly,  these  old-new  mergers  are  a 
good  way  for  U.  S.  companies  to  avoid 
the  leverage  albatross  and  become  more 
competitive.  But  remember  that,  until  its 
recent  disrepute,  leverage  was  a  pana- 
cea. For  swap  mergers  to  succeed,  their 
promised  synergy  must  kick  in.  And  it 
has  always  been  hard  to  prove  that  two 
plus  two  equals  five. 

By  Leah  J.  Nathans  in  New  York 
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Did  you  know  otheiili 

can  waste  yolei 


On  average,  MCF"  and  US  Sprint®  take  over 
50/6  k)i  iger  than  AT&T  to  set  up  a  long  distance 
call*  (That's  the  length  of  time  between  pressing 
the      digit  of  a  phone  number  and  hearing 
the  fi!  -t  ring.) 

Wi len  yoLi  multiply  that  50%  difference  by 
the  ni  ":ber  of  calls  a  large  company  makes  a  year, 
it  come  -  'Ut  to  hundred.'  of  wasted  work  hours  if 
you  use  MCI  or  US  Sprint  * 

And  that's  like  paying  someone  to  sit  there 


doing  absolutely  nothing  for  over  six  weeks 
Remember  that  when  our  competitors  claint! 
save  you  money  ; 

In  fact,  according  to  a  recent  Bell  Labs  ti 
MCI  and  US  Sprint  can  take  up  to  10  secondj3i 
more  to  set  up  a  call.  10  secojids.  • 

What's  more,  other  studies  show  the  Id] 
your  employees  have  to  wait  for  a  call  to  be£ 
the  more  likely  it  is  they'll  hang  up.  Either  tli' 
dial  again  (wasting  even  more  time)  or  theyl 


distance  companies 
le?  Literally 


)  trying  to  get  through  altogether. 

)  next  time  other  long  distance  companies 
u  some  fast  talk  about  their  quality 
ber  they  connect  calls  on  average  50% 
than  AT&T  And  that  costs  you  money 

'cd.  Anulhcr  Al^r  'dd\  iinl'd^c. 

•  start  saving  time  and  saving  money  call 
)W:  1800  222-0400. 

3n  average,  based  on  switched  access. 

jcations  or  more,  4.800  calls  per  location  per  month 

ark  of  MCI  Communications  Corporation 

trademark  of  US  Sprint  Communications  Company  Limited  Partnership. 


AT&T 

The  right  choice. 


inance 


INVESTIGATIONS! 


DID  THIS  INSURANCE  WHIZ 
UNDERCUT  AND  RUN? 


A  congressman  says  Carlos  Miro  plundered  companies 


Carlos  I.  Miro  quit  his  job  at  the 
Dallas  office  of  insurance  brokers 
Alexander  &  Alexander  Services 
Inc.  in  1980,  telling  associates  he  was 
leaving  to  become  a  millionaire.  And  a 
few  years  later,  Miro  had  taken  on  the 
trappings  of  wealth.  He  lived  in  a  stately 
mansion.  He  traveled  around  the  U.  S. 
on  private  jets  and  flew  to  Europe  on 
the  Concorde.  "He  liked  to  think  of  him- 
self as  J.  R.  in  the  Dallas  TV  series," 
recalls  Joe  Purcell,  who  chauffeured 
Miro  around  town  in  a  stretch  Cadillac. 

Those  who  knew  him  had  no  reason  to 
doubt  that  Miro,  a  1974  honors  graduate 
from  Southern  Method- 
ist University,  had 
made  it  big.  "He  was  an 
incredible  salesman," 
says  Ron  Krajewksi,  a 
former  associate.  "He 
had  a  brilliant  mind." 

But  Miro,  who  came 
with  his  family  to  the 
U.  S.  from  Cuba  in  1961, 
is  no  Horatio  Alger.  Ac- 
cording to  state  and 
federal  investigators, 
Miro's  rise  to  wealth 
was  fueled  by  question- 
able transactions  that 
helped  topple  two  insur- 
ance companies.  Transit 
Casualty  Co.  and  Anglo- 
American  Insurance  Co. 
"Mr.  Miro  has  demon- 
strated a  remarkable 
skill  for  enriching  him- 
self by  plundering  in- 
surance companies  and 
the  public,"  said  John 
D.  Dingell  (D-Mich.), 
chairman  of  the  House 
Energy  &  Commerce 
Committee,  in  a  hear- 
ing 'I'Ji.rlier  this  year. 
Dingell's  committee 
learned  of  Miro  when  it  began  investi- 
gating Transit.  Committee  staffers  say 
they  will  forward  their  information  on 
Miro  to  the  Justice  Dept. 

Miro,  niiw  living  in  London,  declined 
through  his  lawyer  to  be  interviewed  by 
BUSINESS  Wf .KK.  His  lawyer  did  issue  a 
five-page  statement  in  which  Miro 
blames  "politics"  for  his  troubles.  "I 


have  been  depicted,  in  essence,  as  some 
evil  wizard  or  whiz-kid  responsible  for 
all  of  the  insurance  industry's  woes,  ba- 
sically the  'Ollie  North'  of  the  Transit 
Casualty  demise  and  the  'Jim  Bakker'  of 
the  Anglo-American  Insurance  Co.,"  the 
statement  quotes  Miro  as  saying.  "This 
is  ridiculous." 
Staffers  for  Dingell's  oversight  and 


alty  illustrates  some  of  those  weakr 
es.  For  years,  Los  Angeles-based  Tr^ 
had  been  a  well-regarded  underwrit 
truck  and  bus  insurance,  with  prem| 
of  about  $40  million  a  year.  But  in 
soft  insurance  market  of  the  early  11- 
Transit,  like  many  other  insurers,  d.>i 
ed  to  boost  its  business  by  turnini  ; 
general  agents  who  would  be  perm  ;<; 
to  write  policies  without  Transit's  }ii 
approval.  In  less  than  four  years,  |ii 
had  become  Transit's  largest  prod^e 
writing  more  than  $100  million  in  i: 
ness,  worth  millions  in  commissions 
SWEET  DEAL.  Just  how  far  Miro  w; 
go  to  make  a  sale  is  demonstrated  iif/ 
workers'  compensation  policy  he  sol 
Wal-Mart  Stores  Inc.  in  1983.  Min 
fered  the  retailer  a  one-year  Transit^ 
cy  for  $3.5  million,  with  a  guarantee; 
the  premium  would  not  rise  in  1984.1'. 


Miro  received 
$600,000  a  year  in 
salary  and  $10,000 
a  month  in 
expenses  from 
Anglo-American. 
At  right,  his 
mansion  in  Dallas 


investigations  subcom- 
mittee say  the  Miro 
case  lays  bare  weak- 
nesses that  are  behind  a 
rise  in  problem  insur- 
ance companies.  At  last 
count,  there  were  -569 — 
about  1  in  5  of  those 
surveyed — such  compa- 
nies in  the  U.  S.,  up 
from  132  just  a  decade 
National  Association  of 
The  troubled 


ago,  says  the 
Insurance  Commissioners 
companies  have  much  in  common:  a  lack 
of  detailed  records,  undercapitalization, 
money  shifted  among  affiliated  compa- 
nies, managers'  personal  expenses  paid 
out  of  corporate  funds,  and  a  cozy  rela- 
tionship with  state  regulators. 
Miro's  relationship  with  Transit  Casu- 


Mart  snapped  up  the  bargain.  Itie 
ployees'  claims  topped  $20  milH 
the  first  year  the  policy  was  in 
Worried,  Transit  officials  reques 
audit  of  Wal-Mart's  payrolls. 

The  audit  showed  Miro  had  se' 
underpriced  the  Wal-Mart  policy, 
a  premium  that  a  federal  judge 
later  say  had  been  "pulled  out 
air."  What's  more,  U.  S.  District 
Judge  H.  Franklin  Waters  in  F; 
ville.  Ark.,  found,  in  a  suit  brou; 
Transit  in  1985,  that  the  super-sal 
had  filed  "sham"  policies  with  stat 
ulators  that  drastically  understate! 
Mart's  payrolls. 

When  the  audit  uncovered  th; 
crepancy.  Transit  demanded  an  ai 
al  $6  million  premium.  The  premiu 
never  paid.  Robert  Rhoads,  a  Wa 
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There  are  Kodak  systems  to  let  you  create 
documents,  view,  merge,  change,  copy,  print 
and  transmit  them.  Control  them.  Safely 
stored,  they  can  be  found  and  retrieved  in 
seconds. 

Kodak  systems  can  find  a  cost-effective,  archival 
image  on  microfilm  in  seconds.  Or  a  time- 
sensitive  document  on  an  optical  disk  even  faster 
Then  you  can  view  it,  act  on  it.  Or,  with  systems 
like  our  electronic  publishing  system,  you  can 
even  add  to  or  improve  on  a  document.  Equally 
important,  Kodak  software  systems  people  are 
dedicated  to  linking  any  of  these  devices  into  any 
of  yours,  from  mainframe  to  mini  to  PC. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960B. 


The  new  vision  of  Kodak 


■nance 


attorney,  declined  to  comment  about 
Miro  or  Transit  because  the  company  is 
still  in  litigation  involving  the  matter. 

Transit,  meanwhile,  is  in  liquidation, 
with  claims  outstanding  exceeding  $2 
billion.  Transit's  receivers  did  go  after 
Miro  &  Associates  in  1988  and  recovered 
$9  million  in  a  claim  against  the  compa- 
ny's "errors  and  omissions"  insurance — 
a  liability  policy.  In  his  statement,  Miro 
denies  that  he  tricked  Transit.  "They 
gave  us  carte  blanche  even  to  the 
extent  that  they  would  retroactively 
amend  our  contract  to  pay  us  what- 
ever commissions  we  wanted  after  we 
had  written  a  program."  Adds  Miro; 


censes  often  take  months  to  gain 
approval. 

Under  Miro's  tutelage,  Anglo-Ameri- 
can grew  quickly.  It  aggressively  re- 
cruited Louisiana  agents,  enticing  them 
with  lucrative  commissions  and  sales  in- 
centives. The  company  underwrote  busi- 
ness its  competitors  wouldn't  touch. 

Anglo-American  cultivated  friends  in 
high  places.  According  to  records  ob- 
tained by  Dingell,  its  parent  company 
withdrew  $25,000  in  cash  from  its  Dallas 
bank  account  in  late  1987.  The  same  day, 
the  campaign  fund  of  then-Insurance 
Commissioner  Sherman  A.  Bernard  re- 
ceived 25  sequentially  numbered  cash- 


"Who  would  be  stupid  enough  to  steal?" 

Those  who  have  worked  with  Miro  say 
the  Wal-Mart  policy  was  the  young 
agent's  standard  procedure.  Louisiana 
insurance  agent  Dave  Campbell  says 
Miro  would  lowball  insurance  premiums, 
with  little  regard  to  underwriting  risk. 
In  one  case,  Campbell  says,  Miro  quoted 
a  policy  for  which  another  carrier  had 
been  charging  about  $90,000  a  year  at 
less  than  a  third  of  that. 
ORDERLY  GIFTS.  Miro  left  Dallas  for 
L,;in<lon  in  1985  and  there  became  a 
partner  in  an  investment  company,  An- 
glo-Amciican  Trust  Co.  A  year  later, 
Miro  returned  to  Dallas,  where  he  set 
up  a  subsidiary,  Anglo-American  Insur- 
ance Group  The  Dallas  company  then 
incorporated  a  LA)uisiana  company  on 
Aug.  12,  1986,  and  filed  a  request  for 
an  insurar.ce  license  the  next  day.  With 
the  help  of  Gus  Mijalis,  a  confidant  of 
then-Governor  Edwin  W.  Edwards,  An- 
glo-American was  certified  to  write  in- 
surance onh  two  weeks  later.  Such  li- 


ier's  checks,  each  for 
$1,000  and  each  show- 
ing different  Anglo- 
American  employees  as 
the  purchaser.  After 
Edwards  left  office  in 
1988,  he  received  three  quarterly  pay- 
ments of  $18,750  from  Anglo-American 
for  unspecified  "professional  fees."  Mija- 
lis was  paid  $25,000  in  one  three-month 
period  in  1988.  Miro's  lawyer  defended 
the  payments  as  routine  consulting  fees. 
Neither  Mijalis,  Edwards,  nor  Bernard 
have  responded  to  BW's  request  for 
comment. 

After  only  two  years  in  business,  the 
Louisiana  company  had  increased  its 
annual  premium  volume  to  $60  million. 
But  it  was  always  thirsty  for  capital. 
A  regular  state  examination  in  1988 
disclosed  the  reason:  The  company  spent 
lavishly.  Miro  earned  $600,000  a  year  in 
salarj'  and  received  $10,000  a  month  in 
expenses.  Anglo-American  also  granted 
a  $550,000  mortgage   to   its  general 


Miro  charged 
Wal-Mart  only  $3.5 
million  for 
workers'  comp 
coverage.  A  judge 
said  the  figure  had 
been  "pulled  out  of 
the  air" 


counsel,  Al  Kroemer.  It  made  a^ 
million  loan  to  a  real  estate  comjE 
established  by  Kroemer  that  in  ij 
purchased  a  mansion  in  Dallas  iii 
leased  it  to  Miro. 

As  the  company  was  growing,  m(ii 
had  been  flowing  out  to  other 
related  companies,  Louisiana  offil 
say.  More  than  $5  million  worth  off 
were  paid  to  Anglo-American  Int 
tional  Reinsurance  Co.,  a  company  bl 
in  Dublin  on  which  Miro  serveg 
a  director.  Louisiana  officials  say 
ihan  $1  million  of  these  payments 
diverted  to  Anglo-American's  ps 
company  in  London.  An  additional  I 
million  w^ent  on  to  a  London  banlj 
count  for  the  benefit  of  the  Dublin  I 
surance  company  at  a  time  when  it ; 
ally  owed  the  Louisiana  company 
$3  million.  Says  Miro:  "I  personal!^ 
not  make  one  underwriting  decisic 
accounting  entry"  without  the  advi^ 
his  lawyers. 

PAPER  CHASE.  Finally,  in  the  summ| 
1988,  Louisiana's  newly  elected 
ance  commissioner,  Doug  GreenJ 
clared  Anglo-American  insolvent,  [ 
liquidation  began  last  March.  LouiJ 
officials  are  now  suing  Miro  and  th 
the  Anglo-American  group  of  compd 
seeking  recovery  of  $28  million  [ 
they  allege  was  diverted  from  the 
siana  insurance  firm. 

Last  spring,  as 
glo- American  was  < 
bling,  Miro  tried 
tablish  a  new  insi 
related  businesJ 
Dallas.  But  he  left] 
for  London  when! 
gell's  investigl 
showed  up.  In 
Miro  obtained  a 
lion  line  of  credit  fi 
British  bank  to  pa 
a  Swiss  bank  loan 
out  to  finance  the 
up  of  yet  another] 
based  reinsurance  company.  "Fr 
aware  of  what  he  does  in  London/I 
attorney  Kroemer,  who  had  dinneij 
Miro  in  London  recently. 

Dingell  wants  Miro  to  testify,  b| 
elusive  financier  seems  unlike 
oblige.  Small  wonder.  Louisiana  of 
are  looking  for  Miro  because  thej 
sued  him,  and  the  Internal  Reveni] 
vice  has  been  poking  into  his 
Still,  says  attorney  Kroemer,  Minij 
complete  confidence  that  the  syste| 
vindicate  him." 

That  may  be.  But  the  system  o:^ 
regulation  and  poor  controls 
lowed  Miro  to  flourish  remains| 
changed. 

By  Tim  Smart  in  Washingtoi^ 
Mark  Maremont  in  London. 
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Information  is  only  as  good  as  your  ability  to 
share  it.  Kodak  has  ways  to  make  images  multiply, 
very  quickly  wherever  they're  coming  from 
and  going  to. 

Whether  the  information  is  digitized  in  the  memory 
of  a  mainframe  or  PC,  stored  on  an  optical  disk, 
floppy  disk  or  on  microfilm,  Kodak  has  a  way  to  put 
it  on  paper  We  can  publish  it  electronically, 
or  copy  from  paper  to  paper  And  send  the  image 
across  the  room  or  across  the  country.  With 
the  image  quality  you  expect  from  the  world's 
premier  imaging  company.  In  fact,  our 
advanced  copiers  and  non-impact  printers  will 
put  images  on  both  sides,  then  collate  and 
staple  the  pages.  In  color  when  you  need  it. 
And  all  are  backed-up  with  the  best  support 
and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960D. 
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Presenting 
Info  Image 
solutions. 
A  totally 
new  kind 
of  imaging 
system: 
Practical. 


0  0 


r 


The  promise  of  imaging 
technology— computer  stor 
and  management  of  essential 
documents,  and  elimination  of 
/our  paper  burden.  It's  a  promise 
nany  computer  vendors  are  still 
struggling  with. 

Ifs  a  promise  Unisys  has  kept. 

Presenting  the  Info  Image  suite 
)f  practical  imaging  solutions, 
ntegrated,  total  systems  designed 
iround  your  business. 

Solutions  that  work  with  your 
existing  computer  environment, 
'ractical  imaging  solutions  only  a 
otal  information  systems 
:ompany  can  give  you. 

lake  Info  Image  HPS,  a  virtual 
noney-making  machine  for  banks, 
t  digitizes  checks  to  process  them 
aster  than  any  conventional 


system.  The  cost  of  operation 


drops  dramatically  while 
throughput  increases. 

There's  Info  Image  EDMS, 
our  Engineering  Document 
Management  System.  It  reduces 
the  costs,  errors  and  delays 
associated  with  managing  and 
distributing  engineering 
documentation. 

More  imaging  solutions  are  on 
the  way. They're  based  on  modular 
implementations  and  open 
architectures  to  work  with  your 
existing  environment. They  all 
upgrade  for  more  capacity  and  new 
technology. 

If  you're  looking  for  imaging 
technology  that's  real  and  practical, 
instead  of  practically  real,  call  for 
our  free  demonstration  diskette. 

UNISYS  AND  YOU 
The  power  of* 


*r-  i  1 1"»  V-fTi  *  ft  .1 1 11  Bur^  »i».i£  < 


to  see  what  Info  Image 
technology  can  do  for  you. 


finance 


Commentary/by  Christopher  Farrell 


THE  LBO  ISN'T  A  SUPERIOR  NEW  SPECIES 


Ponder  this:  The  prototype  for  the 
U.  S.  corporation  of  the  future  is 
the  leveraged  buyout. 
At  the  very  time  when  the  junk-bond 
market  is  in  a  panic,  Harvard  business 
school  Professor  Michael  Jensen  coolly 
contends  that  the  heavily  leveraged 
private  company  will  help  revitalize  the 
American  economy.  In  the  latest  Har- 
vard  Business  Reinew,  he  argues  that 
the  large  public  corporation  is  being 
eclipsed  and  that  the  LBO  wave  has 
barely  begun.  In  this  new  world, 
what's  good  for  Kohlberg  Kravis  Rob- 
erts &  Co.  is  good  for  the  country. 

Jensen's  argument  rests  on  an  up- 
dated version  of  a  theory 
that  maintains  that  the 
public  corporation  is  funda- 
mentally flawed  because  it 
separates  ownership  from 
control.  Active  managers 
hold  sway  over  a  compa- 
ny's cash  flow,  while  share- 
holders are  remarkably 
passive.  Managers  who 
own  little  equity  pursue 
policies  and  investment 
strategies  that  differ  strik- 
ingly from  shareholders' 
desire  to  maximize  value. 
TRANSITORY.  By  contrast, 
in  an  LBO,  management  be- 
comes a  significant  equity 
holder.  The  remaining  equi- 
ty, and  much  of  the  debt,  is 
owned  by  active  investors 
who  closely  monitor  man- 
agement. The  debt  burden, 
according  to  Jensen,  forces 
managers  to  disgorge  dis- 
cretionary cash  flow  to  in- 
vestors rather  than  spend  it 


change  in  corporate  structure.  Inves- 
tors, able  to  earn  high  real  rates  of 
return  in  Treasury  securities,  demand- 
ed that  corporate  managers  pursue 
even  higher  returns  and  short-term 
payoffs.  But  turmoil  in  the  junk-bond 
world  suggests  that  the  leverage  boom 
is  unsustainable.  The  public  corpora- 
tion isn't  headed  for  extinction. 

More  important,  the  separation  of 
ownership  from  control  has  always 
made  economic  sense  in  an  industrial 
society.  Business  historian  Alfred  D. 
Chandler  Jr.  has  noted  that  salaried 
managers  "were  far  more  willing  than 
were  the  owners  (the  stockholders)  to 


on  their  own  empire-building  schemes. 
The  LBO  can  recreate  the  close  ties  be- 
tween commerce  and  finance  that  held 
sway  during  the  epoch  of  J.  P.  Morgan. 
And  the  new  corporate  organization  re- 
solvf^s  -'the  conflict  between  owners 
and  managers  over  the  control  and  use 
of  coj-porate  resources,"  Jensen  says. 

\'et  rhe  Harvard  economist  may  be 
too  boldly  extrapolating.  True,  restruc- 
turu"ig%  have  oft.en  forced  managers  to 
cut  fp.i,  rind  boost  profits.  And  yes, 
F.ince  tr:'i  tax  code  favors  debt  over 
equ'.ty,  r.s  of  leverage  makes  financial 
sense,  t  at  the  LBO  may  be  more  a  tran- 
sitory ;  v-  ponse  to  the  high  cost  of  capi- 
tal in  ilie  1980s  than  a  permanent 


reduce  or  even  forgo  current  dividends 
in  order  to  maintain  the  long-term  via- 
bility of  their  organizations."  By  con- 
trast, the  pace  of  economic  grovvth  in 
19th  century'  Britain  and  many  Europe- 
an countries  was  stifled  by  dominant 
family  companies  unwilling  to  risk 
their  capital. 

What's  more,  Jensen  places  too 
much  responsibility  on  management 
for  the  ills  that  have  afflicted  the  U.  S. 
economy.  And  executives  certainly  de- 
serve far  more  credit  for  innovations  in 
running  and  organizing  companies — 
management  techniques  that  have 
been  copied  around  the  world.  To  be 
sure,  management  became  complacent 


when  the  U.  S.  economy  faced  lit! 
competition  in  the  1960s  and  1970s  a| 
its  major  industries,  such  as  steel  a 
autos,  became  moribund  oligopoliesJ 
U.  S.  corporations  have  been  clj 
lenged,  and  the  LBO  wave  has  playei 
part.  Management  and  worker  compi 
sation  is  increasingly  tied  to  cash  fll 
and  shareholder  value.  But  by  focusi 
on  the  separation  of  ownership  fii 
control.  Jensen  doesn't  appreciate  t| 
today's  corporation  has  changed.  D| 
en  by  competitive  pressures,  manag 
and  owners  of  public  corporations 
the  U.  S.  share  the  same  object 
besting  rivals  around  the  world. 

DEBT  EUPHORIA.  Going 
vate  won't  guarantee 
outcome  at  all.  Today,  cj 
panics  with  crushing 
payments  are  vulnerably 
better-financed  comp 
tors,  both  here  and  abr<i 
And  as  more  debt  goes  1 
nervous  investors, 
once  could  be  counted  ol 
remain  patient,  are 
hampering  debt  workc 
Adding  to  the  turmoi| 
the  markets  is  a  laci 
good  public  informal 
once  a  company  goes  f 
vate.  History  illustr^ 
that  all  businesses 
constant  prodding  fj 
public  markets  and  pi| 
disclosure. 

In  such  an  environr 
debt  may  be  the  ener 
growth.  Economist  HI 
Kaufman,  who  runs| 
own  consulting  firm, 
that  easv  credit  and 


leverage  can  lead  to  hidebound  coj 
vatism  once  the  debt  euphoria 
off  and  powerful  investors  wj 
about  getting  their  money  back, 
private  debt-laden  corj3oration  wil 
fewer  and  fewer  resources  into 
term  investment  and  research 
development. 

It  was  the  public  corporation 
brought  economic  growth  and  vijl 
to  the  U.  S.  And  it's  the  public  corj 
tion — transformed,  focused,  and 
ownership  more  concentrated 
management  and  employees,  tha^ 
do  battle  on  the  global  stage — ^nc 
LBO,  controlled  by  a  few  finj 
pulling  corporate  strings  offstag« 
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BEFORE 
YOU  LEAVE  THi 
COUNTRY  1 
FIND  OUT  ABOl^ 
CONTINENI^d^ 
NEW  FOREIGN^ 
POLICY  f 


NOW  YOU  CAN  CHOOSE  ONE  OF  THESE  UNIQUE  REWARDS 
EVERY  TIME  YOU  FLY  ROUNDTRIP  IN  BUSINESS  OR  FIRST  CL AS! 
TO  EUROPE, THE  ORIENT  OR  THE  SOUTH  PACIFIC. 


AN  UPGRADE  TO 
FIRST  CLASS  LUXURY. 

All  you  do  IS  request  a  Business 
Class  fore  to  one  of  our 
Foreign 
Policy 


A  COMPLIMENTARY 
COMPANION  TICKET. 

As  necessary  as  international 
travel  is  for  today's  business,  it  still 
evokes  an  understandable  lealousy 
from  tfiose  wfio  stay  befiind.  But  now 
tfiere's  on  easy  way  to  share  \he 
experience  of  overseas 
travel  on  your 
upcoming  trip. 
ft|  Because  ifie  next 
f  M  time  you  fly  to  one 
'  /  of  our  Foreign 
Policy  destinations 
in  Business  or  First 
Class  you  con  take 
a  family  member 
Mth  you- 
Our  Foreign  Policy 
is  to  win  you  over.  We 
want  you  to  discover  |ust  how 
exceptional  and  extensive  our 
international 
service  is. 
Not  only 


AVALUABLE  VACATION 
CERTIFICATE. 

Now  when  you  fly  with  us  in  First 
or  Business  Class  you  can  gel 
vacation  certificates  good  toward 
the  purchase  of  a  Continental  Grand 
Destinations'^"  vacation  package. 
And  that  gives  you  over  80  places 


destinations  and 
you  get  a  confirmed 
upgrade  to  First  Class. 

You  can  take 
advantage  of  this 
Foreign  Policy  option 
as  many  times  as  you 
like  until  December 
15, 1989. 

But  be  warned. 
The  spaciousness  and 
luxury  of  our  First  Class 
seats,  the  excellence  of  the 
cuisine  and  wine  can  easily 
become  habit-forming. 


All  OFFERS  Available  laf  novel  anly  on  Contioental 
Airlines  belween  Octobef  1. 1989  ond  Decembei  IS  1989 
wrih  unrestricted  lirst  doss  IPOXI  or  business  doss  IJOXI 
lores,  and  lor  OnePoss^"  members  only  InstonI  OiiePoss 
enrollment  ovoilable  ol  lime  o(  reservolion  Iitlrets  must 
be  purchosed  ond  oil  travel  originate  in  the  U  S  This  olfer 
moy  not  be  combined  with  any  other  discount  or  promo 
Iionol  olfer  or  with  OnePoss  rewards  However,  the  lore 
poying  possenger  will  eorn  OnePoss  mileoge  opplicoble 
to  the  fore  closs  paid 

COMPANION  OFFER  Componion  must  hove  some  lost 
name  and  book  ond  ticket  at  the  some  time  Qs  possenger 
with  oil  travel  together 

GRAND  DESIINATIONS  CERTIFICATES  Volid  lor  Irovel 
completed  by  June  30.  1990  To  receive  your  certilicote. 
you  will  need  your  original  boarding  passes  lor  oil  seg 
menis  of  your  roundlrip  flight  and  your  originol  receipt 
lor  fullillment  Moil  photocopies  to  Continental  Airlines. 
PC  Bo.  iU'l.lowell.  MA  01853  3134  Allow  4  6  weeks 
lor  delivery  All  requests  will  need  to  be  postmorked  by 
Jonuory  31.  1990  Certificotes  hove  no  refund  or  residuol 
volue.  ore  not  redeemoble  lor  cosh  in  whole  or  port,  ond 
will  not  be  reploced  il  lost  or  stolen 


do  we  fly  to  the  key  business 
cities  of  the  world,  but  the  quality  of 
our  service  will  bring  you  back  ogam 
and  again. 


to  choose  from,  Florida  to  Australia. 

When  you  fly  First  Class  to  one 
of  our  Foreign  Policy  destinations, 
you  get  a  $500  certificate.  And  a 
$300  certificate  if  you  fly  Business 
Class. 

Feel  free  to  accumulate  as 
many  certificates  as  you  wish 
between  now  and 
December  15 

Call  your 
travel  agent 
now.  Or  coll 
Continental  at 
1-800-231-0856. 
Our  Foreign 
Policy  offer 
ends  December 
15,  1989 
Our  Foreign  Policy 
Destinations:  London,  Pans, 
Tokyo,  Sydney  Auckland, 
Melbourne,  Brisbane  and  Coirns. 


London  •  Ports  •  Tokyo  •  Sydney  •  Auckland  •  Melbourne  •  Brisbane  •  Cotrns 


Working  to  be  your  choice  to  the  world. 


CONTINENTAL 

INTERNATIONAL 
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BY  GENE  G,  MARCIAL 


WILL  TAKEOVER 
FEVER  STRIKE 
SCHERING-PI0U6H? 


The  wave  of  mergers  and  acquisi- 
tions in  the  pharmaceutical  indus- 
try is  far  from  over,  say  some 
takeover  investors.  For  them,  the  big 
game  is  still  how  to  pick  who's  next 
after  the  Bristol-Myers  acquisition  of 
Squibb,  Dow  Chemical's  takeover  of 
Marion  Laboratories,  and  the  Smith- 
Kline  Beecham  merger. 

A  lot  of  names  are  being  bandied 
about.  But  Schering-Plough,  a  diversi- 
fied drug  company  that  makes  medi- 
cines to  combat  allergies,  asthma,  and 
colds,  as  well  as  drugs  for  cancer  and 
cardiovascular  diseases,  is  the  latest 
favorite  among  asset  players. 

"We  believe  that  Schering-Plough 
may  well  merge  with  another  drug 
company,  although  it  isn't  yet  under 
pressure  to  do  so,"  says  analyst  David 
Lippman  at  Drexel  Burnham  Lambert. 
But  pressure  may  come  sooner  than 
most  expect.  One  pro  says  that  rumors 
have  a  Japanese  conglomerate  and  a 
big  U.  S.  drug  company  showing  inter- 
est in  Schering-Plough. 

The  gap  between  the  price  of  the 
stock,  currently  at  $77  a  share,  and  the 
company's  breakup  value,  estimated  at 
$100  a  share,  is  one  reason  for  Scher- 
ing-Plough's  allure.  The  betting  is  that, 
to  avoid  a  raid  or  a  hostile  takeover, 
management  will  undertake  a  major 
restructuring.  One  option:  putting  the 
Maybelline  cosmetics  business,  which 
contributes  some  107'  of  revenues,  on 
the  block.  Schering-Plough  has  already 
sold  its  European  cosmetics  business. 
PRICEY  PAINT.  Based  on  Procter  & 
Gamble's  recent  acquisition  of  Noxell, 
Maybelline  is  being  valued  by  some  an- 
alysts at  $650  million.  Others  price  it  at 
$900  million.  The  proceeds  could  be 
used  to  buy  back  more  shares — the 
company  repurchased  $325  million 
worth  of  them  in  1988. 

Even  without  a  takeover — and  de- 
spite the  recent  jump  in  the  stock — 
Schering-Plough  remains  undervalued, 
says  Stuart  Shikiar,  a  managing  direc- 
tor at  Prudential-Bache  Investment 
Management  who  is  snapping  up 
shares.  Earnings  are  estimated  at  $475 
million  this  year,  or  $4.20  a  share,  on 
$3.3  billion  in  sales.  Not  only  does  the 
company  have  assets  that  are  hard  to 
duplicate,  he  notes,  but  it  also  has  a 
few  aces. 


SCHERING-PIOUGH: 
A  HEALTHY  REBOUND 


1     I     1     1  r 

STOCK  PRICE 

1  1  1  1  1  1  1  1  1  1 

JUNE  19 
▲  DOlUiRS 


OO.  10 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


Among  them:  Schering-Plough's  new 
Intron-A,  which  could  become  a  big 
factor  in  treating  genital  herpes,  AIDS, 
and  hepatitis.  Currently  available  only 
overseas,  it's  awaiting  approval  from 
the  Food  &  Drug  Administration.  An- 
other plus  is  Schering-Plough's  non- 
drug  consumer  division,  which  pro- 
duces Coppertone  sun-care  lotions  and 
Dr.  Scholl  foot-care  products  as  well  as 
Maybelline  cosmetics.  Any  of  those 
brands  could  be  sold  or  spun  off.  The 
company  declined  to  comment  on  the 
takeover  rumors. 


EYES  ARE  ON  A 
NEWSPAPER  PRIZE 


Iewspapers  aren't  too  popular 
on  Wall  Street  these  days.  Giv- 
en the  industry's  sharp  cycles 
and  expectations  of  slower  growth, 
newspaper  shares  as  a  group  are  con- 
sidered overvalued.  But  those  of  The 
Washington  Post's  parent  are  hitting 
new  highs,  climbing  to  $307  a  share  on 
Oct.  10,  up  sharply  from  $200  six 
months  ago. 

Yet  some  big  investors  think  Wash- 
ington Post  Co.  stock  is  still  underval- 
ued, selling  way  below  its  breakup  val- 
ue. Herb  Ehler,  president  of  Eagle 
Management,  which  owns  about 
230,000  of  the  10  million  Class  B  shares 
outstanding,  puts  the  company's  asset 
value  at  $450  a  share.  "The  Post  Co.  is 
in  a  class  by  itself,"  says  Ehler,  "with 
a  grand  newspaper  franchise  and  un- 
dervalued assets,"  including  Newsweek 
magazine,  four  television  stations,  and 
more  than  50  cable  TV  systems  with 
some  400,000  subscribers. 
With  Chairman  and  CEO  Katharine 


Graham  in  full  control  of  the  com 
ny's  Class  A  voting  stock,  the  barri 
to  a  takeover  are  formidable.  S 
a  group  holding  a  majority  of 
B  stock  could  compel  management 
consider  a  bid  for  the  company.  Inde 
rumors  reverberate  that  if  there  W( 
a  raid  on  the  company's  nonvoti 
Class  B  shares,  the  Graham  fa; 
could  well  take  the  company  priv; 
Some  analysts  say  that  Canadian 
dia  giant  Thomson  Newspapers, 
revenues  of  $5  billion  and  $3  billio: 
borrowing  capacity,  is  interested, 

Thomson  has  made  no  secret  of 
desire  to  own  more  American  new; 
pers,  says  Ken  Berentz,  an  analys' 
Wheat;  First  Securities/Butcher 
Singer.  He  notes  that  Thomson  o 
some  227  of  the  newspaper  marke 
Canada  but  less  than  47  in  the  U 
and  that  4%  contributed  487  of  Tho 
son's  1988  operating  income. 

Ehler  doesn't  buy  the  going-pri 
rumor,  though.  He  thinks  the  Post 
which  generates  tremendous  c 
flow,  will  continue  to  buy  back  sha: 
In  the  first  half  of  1989,  it  repurchab 
75,700  Class  B  shares.  The  complft 
declined  to  comment. 


DON'T  DISCOUNT 
THIS  DISCOUNTER 


lose's  Stores,  a  chain  of  gen( 
merchandise  discounters  in 
^Southeastern  states,  is  it 
selling  at  a  big  discount.  Its  st 
which  traded  as  high  as  $24  a  shar 
1987,  is  now  down  to  $7.  But  that's 
dandy  for  the  smart-money  crc 
which  has  been  loading  up  on 
shares.  Why?  They  see  the  compa 
profit  rebounding  to  its  1987  levej 
$1.17  a  share  in  fiscal  1990,  which 
on  Jan.  30.  Last  year,  earnings  dro] 
to  81$  on  revenues  of  $1.3  billion 
"What  crushed  Rose's  Stores 
the  entry  of  Wal-Mart  Stores  in 
Southeastern  states,"  says  one  bi| 
vestor.  With  Wal-Mart's  heavy  sp 
ing  on  promotions,  Rose's  got  left 
hind.   But  now  that  Wal-Mart 
established  itself  in  the  Southeasi 
promotional  activity  has  slacked 
easing  Rose's  difficulties. 

Meanwhile,  Rose's  Stores  has 
come  "lean  and  mean,"  says  one  ii, 
tor.  The  Henderson  (N.  C.)  comp< 
stock  is  selling  far  below  its  book  \ 
of  $11.30  a  share,  he  notes,  and 
lowly  six  times  estimated  earningji 
the  market  valued  Rose's  at  jusif 
average  price-earnings  ratio  of  131 
stock  would  double,  to  around  15.! 
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Better  never  than  late. 


In  electronics,  dominant  market 
positions  are  now  established  witli 
breakneck  speed.  Arrive  even  slightly 
late,  and  you're  left  with  nothing  but 
unprofitable  scraps. 

Given  the  airrent  state  of  the  electronics 
market,  it  might  be  wise  to  pull  the  plug  on  your 
latest  product  before  it  ever  sees  the  light  of  day. 

Why?  Because  even  a  minor  kig  in  product 
development  can  trigger  a  major  collapse  in 
profitability.  Arrive  late  to  market  and  your 
revenue  curve  peaks  and  declines  rapidly,  long 
before  it  recovers  your  initial  investment. 

And  the  shorter  product  life  cycles  become, 
the  worse  the  penalty  for  late  arrival.  All  at  a 
time  when  the  life  expectancy  of  most  electronics 
continues  to  plummet. 

This  is  where  Electronic  Desigri  Automation 
(EDA)  comes  in.  The  only  way  to  compress 


product  delivery  schedules,  yet  retain  competitive 
product  quality,  is  to  harness  advanced  computer 
technology  and  automate  as  many  product 
development  functions  as  possible. 

This  is  precisely  what  Mentor  Graphics,  the 
industry  leader  in  EDA,  has  done. 

A  Mentor  Graphics  EDA  system  dramatically 
aits  time  to  market.  Wliich  means  revenues 
rapidly  overtake  development  costs  and  push  on 
into  profitabilit)'.  Also,  your  products  enjoy  a 
longer  market  life,  with  extended  earning  potential. 

Does  it  really  work?  Absolutely  Thanks  to 
Mentor  Graphics,  more  companies  are  saving 
more  time  to  market  on  more  products  than  ever 
before  possible. 

For  an  informa- 
tion package  on  Mentor 

Graphics  and  its  EDA  liilAnK^r" 

products,  phone:  -  IVI^rilwr 

1-800-547-7390.  _ 


GroSR 


"Mv  employees  wanted  me  to  move  my  company  to  Honolulu. 
But  I  just  couldn't  get  Mobile  out  of  my  mind." 


It  s  likclhal.  OiueyouNisit  Mobile, 
Akibama.  tliciv  s  a  sense,  a  feeling 
that  sta\s\\  ith  you. 

Miiybe  its  our  life,sr\ie  that's  s(  > 
e;Ls\  to  get  used  to.  Or  our  qualit\'  of 
life  that  you'x  e  probably  never  been 
Liseci  t( ). 

.\Li\'lx'  it's  becau.se  our  cost  of 
li\'ing  is  lower.  Or  that  our  labor 
( )SLs  are  below  the  national  a\  erage 
'  en  though  oLir  large  workftnce  is 
i'  traineei). 

''Xl-iaie\  er  it  is.  there  are  .some 
c  oi  v.  \  '  i ng  reuse  )ns  wh\'  \\  m  she  )ukl 
con>k:.  !  men  ing  your  busine.ss  or 
pkuit  to  ibile. 

For  I  :  e  thing,  we  lia\  e  plent\- 
of  reason,  :i  ;iy  priced  hmd.  For 
another.  \w  1  lave  lots  of  affordable 
office  .space.  <  )ur  utility'  rates  are 


attracti\e.  .\nd  we  ha\e  plent\'  of 
fresh.  clcLUi  water,  .^nd  our  neiu'by 
Gulf  Cxust  benches  ha\e  .siuid  the 
texture  of  sugiu". 

W  e  al.st)  ha\  e  one  t)l  the  finest 
deep  water  ports  in  the  nation  that. 
al(  )ng  with  the  Tenn  Tom  \Xiitema\' 
.sy  stem,  make  .shipping  to  and  from 
Mobile  more  iifforckible. 

We  alsc )  haw  ver\'  pk^asant 
weather.  With  a  year-round  a\  eiiige 
temperature  of  67.5  degrees. 

But  we're  not  resting  ( )n  c  )ur 
laurels. 

W'e  ju.st  opened  a  new  aiip(  )rt 
with  oiie  .stop  .sen  ice  lo  Furope  imd 
the  Orient.  And  we're  rev  italizing 
our  downtown  with  pkms  tor  a  new 
convention  center  and  a  ne\\'  lix  er 
front  shopping  complex. 


St )  C(  )me  It  K)k  us  o\  er.  \bu'll 
lo\  e  what  you  .see. 

To  fintl  out  more  about  Tlie 
.Sunlx^lt  s  Best  Dc^il.  call  or  write 
Ste\ eJohn.son,  Mobile  Area  Chaml  ^  ^ 
of  Commerce  Economic  Dex  elop 
ment  Dept..  F800  422-695  F  P.O.  B 
2  FS^.  Mobile     %652-218^.  In 
Alalxuna.  call  ( 205 )  433-695 F  Tel< 
59312F  FAX:  (205)  431-<S608. 
Qi]-)le:  BESTDEAL 


ten 


-  cos? 


Mobile  Area  Chamber  of  ConimerM 
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BY  JOHN  W.  VERITY 


[  THE  MAC  USER, 

V  HORIZONS  IN  TRIVIA 


elieve  it  or  not,  you  will 
soon  be  able  to  consult 
your  personal  computer  about 
the  world's  largest  citron 
(more  than  10  pounds,  and 
very  yellow),  fastest  talker 
(more  than  300  words  a  min- 
ute, with  no  help  from  ste- 
roids), and  other  tidbits  of 
trivia.  The  Guinness  Book  of 
World  Records,  that  great  ar- 
biter of  barroom  arguments, 
is  going  digital.  Pergamon 
Compact  Solution,  based  in 
London,  and  KnowledgeSet 
Corp.  of  Mountain  View, 
,  are  publishing  the  Guinness  Disc  of  Records. 
!  $99  CD-ROM,  a  compact  disk  that  stores  computer  data, 
^ork  with  Apple  Computer  Inc.'s  Macintosh.  Besides  the 
lal's  text,  it  also  will  include  some  300  color  photos,  20 
ater-animated  cartoons,  music,  and  sound  effects.  The 
vill  retain  one  of  the  book's  most  likable  features:  It  can 
pened"  at  random  to  present  some  incredible  feat  that 
/ould  never  have  thought  to  look  up  on  your  own. 


APAQ  TAKES  A  LEAF 
m  NEC'S  'NOTEBOOK' 


'ter  Compaq  Computer  Corp.  won  its  spurs  with  "lugga- 
ble" PCs  back  in  1983,  it  took  five  years  for  it  to  come  out 
a  true  laptop.  Its  286  SLT  has  been  a  hot  seller  ever 

Now,  almost  exactly  a  year  later,  the  Houston  company 
aping  into  the  "notebook"  PC  market  with  a  pair  of  six- 
1  computers,  to  be  introduced  in  New  York  on  Oct.  16. 
come  with  3V2-inch  floppy-disk  drives  and  what  early 
sses  call  an  "easy-to-read"  screen.  The  model  based  on 
titel  8086  chip  is  intended  for  travelers  who  need  to  do 
simple  tasks.  The  other  uses  Intel's  more  powerful  80286 
the  heart  of  IBM  PC/AT-class  computers, 
with  its  14-pound  SLT,  Compaq  is  a  bit  late  getting  into 
otebook  category.  NEC  Electronics  Inc.  has  been  selling  a 
ine  that  can  be  tucked  into  a  briefcase  since  early  this 
But  Compaq  had  a  good  reason  for  the  delay:  Its  engi- 

are  working  overtime  on  a  computer  using  the  EISA 
ided  industry  standard  architecture)  design,  which  it 
.  can  thwart  IBM's  competing  "microchannel"  system.  The 
Tiachine  is  expected  next  month. 


IITH'S  COMPUTER  AUCTION 
lULD  BE  A  REALLY  BIG  SHOW 


nith  Electronics  Corp.  is  making  some  big  moves,  start- 
ig  with  selling  its  profitable  computer  business  to 
>e  Bull  of  France  for  as  much  as  $635  million.  Next,  it 
to  unload  some  excess  inventory  at  a  huge  auction.  The 
iew  (111.)  TV  maker  has  hired  Ross-Dove  Co.,  "asset-con- 
n  consultants"  based  in  the  Silicon  Valley,  to  bring  the 
n  gavel  down  on  several  million  dollars'  worth  of  desk- 
id  laptop  PCs,  monitors,  printers,  and  other  accessories. 


Zenith  Data  Systems  Corp.  isn't  the  first  computer  maker  to 
try  such  an  unusual  retail  channel.  Computer  stores  often  go 
the  auction  route  to  make  room  for  new  hardware  models. 
Some  suppliers  even  cut  out  the  middleman  and  do  the  auction- 
ing themselves.  Zenith  decided  to  stage  its  event  after  compa- 
ny officials  saw  Ross-Dove  auction  off  a  bunch  of  Unisys 
Corp.  equipment  last  summer.  But  Zenith's  will  be  one  of  the 
biggest  high-technology  sales  ever  orchestrated  by  Ross-Dove, 
largely  because  so  much  new,  high-end  merchandise  is  in- 
volved. Ross-Dove  will  take  from  57"  to  207'  of  the  proceeds, 
but  Zenith  stands  to  clear  a  tidy  sum  when  the  fun  begins  on 
Oct.  26  at  Chicago's  Rosemont  O'Hare  Exposition  Center. 


AT&T  MAKES  ITS  MOVE 
INTO  MAINFRAMES 


Tel  &  Tel — a  mainframe  maker?  Practically.  American  Tele- 
phone &  Telegraph  Co.  plans  to  sell  under  its  own  name  a 
line  of  mainframe-class  computers  built  by  Pyramid  Technol- 
ogy Corp.  By  some  standards,  the  Pyramids  outperform  many 
traditional  mainframes,  but  for  about  one-tenth  the  price.  They 
do  that  by  ganging  together  up  to  12  inexpensive  processors, 
which  together  can  crank  through  nearly  200  million  instruc- 
tions per  second.  The  machines  seem  well-suited  for  AT&T 
because  they  use  the  company's  popular  Unix  software. 

The  deal  is  likely  to  give  a  big  boost  in  sales  and  market 
credibility  to  Pyramid,  whose  revenues  last  year  were  about 
$80  million.  The  AT&T  order  is  expected  to  bring  in  $400  million 
over  five  years.  But  the  deal  casts  a  puzzling  shadow  on 
AT&T's  close  ties  with  Sun  Microsystems  Inc.  Sun  is  known  to 
be  working  on  its  own  Pyramid-like  computer,  based  on  a  Sun 
chip  called  Sparc,  but  AT&T  isn't  likely  to  be  interested  any- 
more. Still,  James  E.  Clark,  AT&T's  vice-president  of  high- 
performance  systems,  says  that  the  phone  giant  expects  to  sell 
Sparc-based  machines,  most  likely  desktop  computers. 


A  CAMPUS  HEADHUNTER 
ON  A  FLOPPY  DISK 


Corporate  recruiters 
take  note:  Zigzag- 
ging across  the  country 
to  meet  promising  col- 
lege students  may  be- 
come passe.  Career 
Counseling  Network 
Inc.,  founded  by  recent 
B-school  grads  Kenneth 
Beck  and  Steve  Feld, 
plans  to  bring  recruit- 
ers and  applicants  to- 
gether via  computer. 
The  Garden  City  (N.  Y.) 
company  is  installing  PCs  in  career  placement  offices  at  univer- 
sities ranging  from  Harvard  University  to  the  State  University 
of  New  York  at  Stony  Brook.  Each  week,  they  will  be  sent  a 
disk  with  updated  job  information  that  students  can  search  by 
industry,  location,  company  size,  and  job  requirements. 

Schools  will  pay  nothing,  but  corporations  will  be  billed 
according  to  the  number  of  jobs  they  offer  and  how  many 
schools  they  target.  The  base  rate  for  lisUng  a  job  at  30 
schools  is  $500,  less  than  the  cost  of  a  2-square-inch  display  ad 
in  most  city  newspapers.  Career  Counseling  hopes  to  sign  up 
more  than  150  colleges  by  the  end  of  1990,  with  its  first  batch 
of  listings  scheduled  for  mailing  this  month. 
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NORTON  COMPUTING  GETS 
A  RUDE  WAKE-UP  CALL 


It  may  soon  find  itself  No.  2  in  the  market  it  originated 


Peter  Norton  isn't 
shy  about  self- 
promotion.  The 
chairman  of  Peter  Nor- 
ton Computing  Inc., 
who  built  a  business  on 
software  that  recovers 
lost  computer  files,  ad- 
vertises Dewar's  Scotch 
on  billboards.  He  in- 
vites celebrity  artists 
and  writers  to  elaborate 
feasts  at  his  Santa 
Monica  (Calif.)  home. 
At  trade  shows,  fans 
line  up  to  have  him 
autograph  the  comput- 
er books  he's  authored. 

But  Norton,  45,  is 
having  trouble  taking 
care  of  business.  After 
six  years  as  No.  1  in  so- 
called  utility  software, 
Norton  Computing  is 
on  the  verge  of  losing 
the  top  spot  to  Central 
Point  Software  Inc.  in 
Beaverton,  Ore.  Central 
Point's  market  share  skyrocketed  from 
13'/'  in  1987  to  41%  in  1988,  while  Nor- 
ton's fell  from  557f  to  437",  analysts  esti- 
mate. Demand  isn't  the  issue:  Sales  in 
this  market  will  grow  407'  or  so  in  1989. 
'ASLEEP'?  Instead,  the  problem  lies  with 
Norton  ('omputing's  inability  to  keep  up. 
Its  $149  Advanced  Utilities  program  re- 
stores files  in  a  flash — as  does  Central 
Point's  $129  PC  Tools  program.  However, 
\'C  Tools,  which  cost  only  $79  until  this 
summer,  has  a  hard-disk  backup  system, 
which  makes  copies  of  data  files,  and  a 
personal  information  manager,  which 
stores  phone  numbers  and  a  calendar. 

How  could  Nortcm  fall  behind  in  a 
aarket  it  created?  Some  say  it  was  com- 
jiiy.concy.  "Norton  was  asleep  at  the 


NORTON:  "THIS  COMPANY  HAS  OUTGROWN  MY  MANAGERIAL  SKILL' 


■!,"  says  Jeffrey  Tarter,  publisher  of 
'  'Vr.  Sales  at  the  privately  held 


SvJ 

compiiiv,  jumped  from  $3  million  in  1985 
to  $15.8  ]i!i!!ion  last  year,  with  pretax 
profit  margins  of  at  least  357 — all  with- 
out direct  sale.^  to  the  lucrative  corpo- 
rate market.  So  Norton  didn't  bother  to 
hire  a  sales  force  until  this  summer.  It 
also  goofed  by  not  adapting  its  product 
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to  Apple  Computer  Inc.'s  Macintosh. 

Taking  the  blame  for  all  this,  Peter 
Norton  in  May  stepped  away  from  day- 
to-day  affairs.  "Clearly,  this  company 
has  outgrown  my  managerial  skills,"  he 
says.  Ronald  Posner,  a  former  executive 
at  Borland  International  Inc.,  was  hired 
as  chief  executive.  David  Blumstein,  for- 
mer vice-chairman  of  software  distribu- 
tor Ingram  Micro  D,  was  named  presi- 
dent and  chief  operating  officer.  To 


KNOCKING  ON 
NORTON'S  DOOR 

MARKET  SHARE  FOR  FILE  RECOVERY  SOFTWARE, 
BASED  ON  UNITS  SOLD 

PETER  NORTON  COMPUTING 
CENTRAL  POINT  SOFIVMRE 
PAUL  MACE  SOFIWARE 


1987 


1989 


DATA:  DATAOUESI  INC,  BW 
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build  a  marketing  team,  Norton  woO| 
marketing  executive  Philippe  Goetschj 
from  Lotus  Development  Corp. 

But  the  changes  were  messy.  To  bri 
in  Posner  and  Blumstein,  Norton  fi] 
Barbara  J.  Schultz,  55,  his  former  pn 
dent.  He  now  says  she  lacked  the  sk: 
to  remold  the  company.  "I  was  devast 
ed,"  Schultz  recalls.  She  has  filed  a 
million  suit  charging  Norton  w 
wrongful  dismissal,  age  and  sex  ( 
crimination,  and  with  breaking  a  plec 
to  give  her  107f  of  the  company  ever  i 
ally.  Norton  won't  comment  on  the  sf. 
but  says  "there  was  a  strong  needki 
bring  in  some  hotshots."  | 
STILL  GUNG  HO.  To  make  matters  wof. 
Blumstein  quit  as  of  Aug.  31.  He  s' 
Norton's  laid-back  ways  and  plush  1 
fices  didn't  fit  his  austere,  combaipe 
style.  "The  art  on  the  walls— the  wile 
gestalt — was  Peter's  doing,"  says  Blie- 
stein.  "It  just  didn't  feel  like  my  kinof 
company." 

Posner  is  still  gung  ho.  "This  is  le 
new  Peter  Norton  Computing,"  he  Si8 
For  starters,  a  new  product  line  is  inie 
works.  Norton  Utilities  for  the  Man- 
tosh  is  due  by  yearend.  And  versionsor 
Unix  and  OS/2 — software  that  rsj> 
high-powered  PCs — are  coming,  too.  fee 
company's  new  Norton  Backup  X)- 
gram,  which  makes  copies  of  files,  cai- 
lenges  market  leader  Fifth  Generaou 
Systems  Inc.  This  month,  Norton  ill 
ship  a  version  of  Norton  Commauei' 
that  will  carry  electronic  mail  mess;;"e' 
over  PC  networks.  It  is  even  scoutingScr 
acquisitions  to  broaden  its  product  i8. 

'The  new  16-member  sales  and  mailet- 
ing  staff  is  gearing  up,  too.  By  Sxt 
year,  Norton  will  have  opened  four  ( S. 
regional  sales  offices  to  sell  to  corira- 
tions.  And  it's  beefing  up  overseas  ses: 
A  London  sales  office  opened  this  !iri- 
mer,  and  distributors  were  signed  i  ir. 
Western  Europe  and  Japan.  Pou 
thinks  foreign  revenues  will  doubl  ti^ 
207  of  total  sales,  by  1990.  All  toh  he 
wants  sales  to  grow  from  $30  mien 
this  year  to  $100  million  by  1992. 

Funding  this  growth  could  be  t(,g 
since  Norton  has  only  $1  million  ina.'>' 
and  a  $3  million  bank  line.  To  bui  i'- 
war  chest,  the  company  could  go  ^b  i' 
as  early  as  next  spring,  Posner  sa;'. 

So  what's  left  for  Peter  Nortor  A; 
chairman  and  997  shareholder,  le ; 
oversee  the  changes.  And  he'll  ;er.' 
time  on  his  favorite  pastime:  buyiniani 
selling  art.  He  also  has  20  new  comate 
books  in  the  works.  But  his  celiirit; 
really  hinges  on  the  success  of  fete 
Norton  Computing:  If  it  doesn't  st'  oi 
top,  Norton  might  find  the  line  ofiJtf 
graph-seekers  getting  shorter. 
By  Patrick  E.  Cole  in  Santa  Monica,  alt 


INFORMATION  PRC'SSt 


A 

SINGLE 
INVESTMENT 
HAS  MADE 
IRELAND 
THE  WEALTHIEST 
NATION  IN 
EUROPE 


Over  30  years  aso  Ireland  made  a 
conscious  decision  to  Invest 
In  education. 
We  now  have  the  best  educated 

workforce  In  Europe. 
Compared  with  an  aseins  Europe, 
experlenclns  labour  shortases 
In  key  areas,  Ireland  with  half  its 
population  under  28  is  hch  In  the 
resource  that  matters  most  In 
business  today  -skilled  people. 
There  Is  a  new  air 
of  self-confidence  and  optimism  in 
Ireland.  This  year  the  economy  Is 
forecast  to  srow  by  over  5%. 
Exports  are  up  20%  and  Inflation  at 
4%  Is  well  below  the  EC  averase. 
Typical  of  this  new  spirit  Is  the 
International  Financial  Services  Center, 
recently  established  in  Dublin, 
which  already  has  attracted  more 
than  50  overseas  financial  institutions. 

Over  320  U.S.  companies  already 
located  in  Ireland  are  Ideally  positioned 

for  the  new  Europe  of  1992. 
Companies  like  Amdahl,  Analos,  Apple, 

A.T.  Cross,  DEC,  GE,  Gillette,  IBM, 
Microsoft,  Motorola,  Shearins  Ploush, 
and  recently  Boeins  Computer, 
Intel  and  Stratus. 
Shouldn't  your  company  be 
amons  them? 


FOR  INFORMATIOH  ABOUT  BUSINESS  OPPORTUNITIES  IN 
IRELAND  CONTACT  IDA  IRELAND  AT: 


NEW  YORK 

2  GRAND  CENTRAL  TOWERS,  140  EAST  45th  STREET, 
NEWyORK,  NY  10017.  TEL:  (212)  972  1000. 


BOSTO 

(617)  367 


H(y  Collese,  Dublin.  16th  century  university  -  21st  century  knowledge. 


LEADING  IRISH  COMPANIES  SPONSORING 
THIS  ADVERTISEMENT  INCLUDE; 

Allied  Irish  Bank 
Amdahl 
Analos  Devices  B.V. 
A.T.  Cross  Ltd. 
Bank  of  Ireland 
DIsital  Equipment  Corporation 
GE  Superabrasives 
Janssen  Pharmaceutical  Ltd. 

Telecom  Eireann 
Wessel  Industries  Holdings  Ltd. 


IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 

JUNTA  CHICAGO  LOS  ANGELES  SAN  JOSE  HEAD  OFFICE:  WILTON  PARK  HOUSE,  WILTON  PLACE, 

t)  351  8474       (312)  236  0222       (213)  Qog  0081        CALIF.  (408)  294  9903  DUBLIN  2.  IRELAND.  TEL:  (01)  686633. 


Pass  along  an 
heirloom  more 
valuable  than  gold. 

Life. 

When  you  make  a  bequest 
to  the  American  Heart 
Association,  you're  passing 
along  a  precious  legacy.  The 
gift  of  life.  That's  because 
your  contribution  supports 
research  that  cou'd  save  your 
descendants  from  America's 
number  one  killer. 

What's  more,  your  gift  doesn't 
have  to  diminish  the  estate 
you  leave  to  your  family.  It 
may,  in  fact,  reduce  estate 
taxes  and  current  taxes  as 
well. 

To  learn  more  about  the 
Planned  diving  Program,  call 
us  today.  It's  the  first  step  in 
making  a  memory  that  lasts 
beyond  a  lifetime. 


American  Heart 
Association 


I      This  space  provided  as  a  public  service 
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RETAILING  I 


A  WHOLESALE  MAKEOVER 
OF  RETAIL? 


A  ne'w  look:  More  independence,  less  debt,  savvier  owners 


Wi 


'hen  Campeau  Corp.  and  Hook- 
er Corp.  were  assembling 
their  department  store  em- 
pires, many  retailing  executives  thought 
they  were  following  a  recipe  for  disas- 
ter. The  two  real  estate  operators  under- 
stood the  dynamics  of  shopping  mall  de- 
velopment, but  they  had  no  experience 
as  merchants  and  little  understanding  of 
the  department  store  business.  Seasoned 
retailers  figured  the  neophytes  were 
headed  for  trouble — 
especially  with  the 
huge  debt  bills  loom- 
ing over  their  heads. 

The  seasoned  retail- 
ers were  right.  Be- 
cause of  cash  prob- 
lems at  Campeau  and 
Hooker,  and  an  effort 
to  thwart  a  takeover 
at  BAT  Industries  PLC, 
much  of  the  U.  S.  in- 
dustry has  been  put 
back  on  the  block. 
Now,  as  new  bidders 
prepare  their  offers, 
the  question  is  wheth- 
er the  realignment  will 
produce  stronger  com- 
petitors or  just  a  rear- 
rangement of  last 
year's  duds. 

The  race  to  put  to- 
gether deals  has  in- 
vestment bankers 
working  overtime.  Top 
managers  of  the  most 
prestigious  chains — 
Campeau's  Blooming- 
dale's  unit  and  B.-\T's  Saks  Fifth  Avenue 
and  Marshall  Field's  chains — are  trying 
to  buy  their  stores  back.  Further,  there 
are  other  potential  bidders  for  those 
units,  as  well  as  for  Hooker's  B.  Altman 
and  Bonwit  Teller  stores  and  two  other 
BAT  regional  chains  that  are  for  sal'^ 
BUYERS  MARKET.  Like  it  or  not,  the  new 
owners  probably  won't  be  able  to  repeat 
at  least  one  mistake:  overleveraging. 
The  go-go  days  of  financing  retail 
buyouts  with  a  sliver  of  equity  and  a 
mountain  of  junk  bonds  are  over.  The 
next  buyers  will  have  to  ante  up  far 
more  equity  than  the  5%  to  10%  of  the 


BLOOMINGDALE'S 

Current  owner:  Campeau  Corp 


1988  sales 

$1.2  billion 

Pretax  operating  profits* 

$90.0  million 

Stores 

17 

Square  footage 

4.5  million 

Employees 

14,000 

"Estimates 

DATA:  COIMPANY  REPORTS,  8W  ESTIMATES 

past  few  years.  "The  equity  compi 
will  have  to  be  at  least  20%  andl 
have  to  go  higher  than  30%  to  getl 
tional  financing  to  do  the  deal,"f 
Gilbert  W.  Harrison,  chairman  of 
anco  Inc.,  an  investment  bank  spe| 
ing  in  retail  companies.  With  less 
age  and  higher  rates  on  the  junk 
they  are  able  to  sell,  he  says,  inv^ 
will  have  to  accept  total  returns 
as  lO'A  to  15?;  a  year,  down  froil 
annualized  35% I 
could  make  after] 
ing  out  of  earlier 

LBOS. 

Nor  are  the 
buyers  likely  to 
overpaying  for 
ment  stores  th' 
their  predecesso: 
With   so  manji 
names  on  the 
it's  a  buyer's 
Where  Campeai 
more  than  12 
earnings  before 
est  and  taxes  fo 
erated  Depar 
Stores  Inc.  in 
prices  aren't  ex' 
to  rise  above  a 
pie  of  10  this  p 
And  they  couk  ai 
further  if  some 
languish  on  thip 
ket.   "There  ai  ft 
many  properti*  4 
everybody  to  kbj 
effectively,"  sa; 
rol  M.  Glasser,  riBi 
ing  director  of  Kidder,  Peabody  m- 
The  stores  stand  a  good  chanceif  I 
ing  owned  and  operated  by  seasoitd 
tailers  again,  as  opposed  to  distantoi 
lomerateurs.    Marvin   S.  Tra) 
Bloomingdale's,  Philip  B.  Milr 
Field's,  and  Melvin  Jacobs  of  SgS  < 
all  trying  to  find  long-term  invesirs 
back  their  buyout  bids.  "We  needffi 
a  strategic  partner,  not  someone  ijfo 
quick  hit,"  Miller  says.  "Depajnii 
stores  have  a  high  level  of  capitajie< 
for  store  expansion,  system  d^el 
ment,  and  refurbishing."  ' 
Potential  backers  could  includca^J 
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he  good.  The  bad.  The  ugly. 


ou've  seen  it  all  before.  Fuzzy,  curly,  blurry  faxes.  Faxes  that  are  streaked  or 
"ted.  Faxes  that  seem  to  do  everything  except  the  one  thing  you  bought  a  fax 
get  your  message  across  quickly  and  clearlv. 

lUt  with  a  Canon  FAX-630  or  FAX-850  you'll  never  need  to  see  it  again.  Be- 
your  fax  is  printed  on  plain  paper.*  The  same  kind  you  use 
day  So  you  can  write  right  on  your  faxes  and  handle  or  file 
without  smearing  or  fading. 
Jnlike  some  faxes  which  produce  images  that  ap- 
blurred  or  "fuzzy,"  Canons  exclusive  UHQ  imaging 
n  uses  a  special  Edge  Enhancement  feature,  which 
3u  send  even  the  most  detailed  text  and  graphics 
our  times  more  depth  and  clarity  than  anv  conven- 
1  facsimile. 

ven  illustrations  or  photographs  can  be  transmit- 
an  incredible  64  shades  of  gray  with  UHQ's  Error 
lion  Method  for  image  quality  that  guarantees  all 
deas  will  come  out  just  the  wav  vou  pictured  them, 
nd  for  larger  applications,  the  FAX-85()'s  standard  2MB  of  memory  make  it 
■al  hub,  or  central  point,  in  a  fax  network. 

3  if  you're  tired  of  seeing  the  same  old  sad  faxes,  see  the  plain  paper 
30  or  FAX-850  at  your  Authorized  Canon  Facsimile  Dealer  or  call 
OK-CANON.  And  see  just  how  good  your  faxes  can  be.         '  Ihermdl  iransler  pUin  paper. 


FAX-630 


Canon 


FAX 

MB 

m 

Communicating  Quality 


At  last! 

A  new  H 

LaserJet 

just  for 
you. 


At  only  $1495;  it's  got  your  name  on  it. 


'Suggested  I  I  S.  list  prices: 
LaserJet  IIP  $1495; 
LaserJet  Series  II  $2(if»r> 
Dealer  prices  vary. 


The  HP  LaserJet  printer 
family  has  expanded— 
in  a  small  way. 

The  new  HP  LaserJet  IIP 
fits  right  on  your  desk.  And 
comfortably  into  most 
budgets.  (It's  almost  half 
the  price  of  the  powerful 


LaserJet  Series  11* -the 
printer  of  choice  for  sharing 
or  handling  heavier  work- 
loads.) And  it's  compatible 
with  the  LaserJet  Series  II 
and  virtually  all  popular 
PC  software. 

So  now  you  can  produce 


'Xt  and  graphics  to  be 
'oud  of.  Right  on  the  spot 
stead  of  at  a  distance 
)wn  the  hall  at  the  secre- 
fial  pool  or  on  a  PC 
twork. 

lose  polished,  profes- 
nal  presentations,  letters 


and  docu- 
ments emerge 
at  a  quiet  four  pages  a 
minute.  And  the  printer's 
iiandsome  styling  makes 

your  office  look  good,  even 
when  It's  not  printing. 

So  call  1-800-752-0900, 


Ext.  277J  for  your  nearest 
authorized  HP  dealer  And 
get  an  HP  LaserJet  IIP  of 
your  very  own. 

There  is  a  better  way 

fSSl  HEWLETT 
PACKARD 
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U.  S.  retailer  such  as  Little 
Rock-based  Dillard  Depart- 
ment Stores  Inc.,  which  is 
considering  buying  Chica- 
go-based Marshall  Field's 
to  fill  holes  in  its  market 
coverage.  Nonretailing  out- 
fits also  might  make  a 
long-term  investment,  as 
Loews  Corp.  did  with  its 
12%  stake  in  R.  H.  Macy  & 
Co.  Or  foreign  retailers, 
such  as  Japan's  Seibu,  may 
back  a  buyout  in  exchange 
for  the  rights  to  use  a  pres- 
tigious American  store 
name  at  home. 
VOLATILE.  Even  if  the 
heads  of  the  chains  don't 
have  the  winning  bids,  in- 
dustry sources  say  whoev- 
er prevails  will  probably  of- 
fer management  induce- 
ment to  stick  around.  "The 
great  retail  companies  are 
run  by  people  deeply  in- 
volved in  the  business,"  says  Bernard  F. 
Brennan,  who  led  a  $3.8  billion  buyout  of 
Montgomery  Ward  &  Co.  from  Mobil 
Corp.  in  1988  and  restored  it  to  health. 
Indeed,  Robert  Campeau  appeared  to 


CHAIRMAN  PHILIP  B.  MILLER 


SAKS  FlfTH  AVENUE 

Current  owner:  BAT  Industries 


MARSHALL  FIELD'S 

Current  owner:  BAT  Industries 


1988  sales 

$1.1 6  billion 

1988  sales 

$1.02  billion 

Pretax  operating  profits* 

$83.5  million 

Pretax  operating  profits 

$83.5  million 

Stores 

46 

Stores 

24 

Square  footage 

4.6  million 

Square  footage 

7.2  million 

Employees 

12,000 

Employees 

15,000 

be  unaware  of  the  wrenching  cycles  in 
the  volatile  retailing  business  and  based 
his  takeovers  of  Allied  Stores  Corp. 
and  Federated  on  over-optimistic  fore- 
casts. With  little  margin  for  error,  his 


h 

0 
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retail  empire  was  devifcat 
ed  by  the  1987-88  aff-e 
slump. 

But  even  if  sawy  Eai 
managers  take  co 
again,  they  will  ne( 
learn  a  few  lessons 
the  industry's  recen 
vails.  Some  top  store 
agers  are  better  a 
glitz-and-glamour  si 
the  business  than 
ledger-and-eyeshade 
Bloomingdale's  ma 
ment  has  turned  the 
hattan  flagship  store  j 
merchandising  marve  n 
profitability  lags  at  s 
ban  branches,  say;»tl 
chief  executive  of  ajer 
peting  chain.  "Wh| 
runs  these  businesses! 
just  be  good  mercl" 
he  says.  "They  mi 
good  businesspeoplij 
they  fail  that  teslfti 
new  store  owners  will  probably 
better  off  in  the  end  than  Hook(| 
Campeau. 

By  Amy  Dunkin  and  Leah  J.  NatH^ 
New  York,  with  Brian  Bremner  in 


This  Fall's  Most  Profitable  Reading— from  the  McGraw-Hjll  Bookstor 


IMade  in  America:  Regaining  the 
Productive  Edge  »>  \lichail  l..  Derlou/os. 
Kiihiird  K.  Lester,  Robert  \1.  Solow,  and  the  MIT 
Commission  on  Industrial  Productivitv 

I'liipDinis  ihc  best  ami  vvoisl  m  industrial  practice  here 
and  abroad  and  sels  birtli  live  natuinal  priorities  tor 
reuainiMii  coinpeliliveness.  "Keciuired  readiiii;." 
John  A  Young.  Pres.  and  CEO,  Hewlett-Packard 

\n  Mil  lh„,L     <44  iHi^r',.  SI7'->> 

2 Well  Made  in  America:  Lessons  from  Harley- 
Davidson  on  Being  the  Best  Bv  Peter  (  ,  Keid 

'!  he  iiispiriiit:  lurnaiduiul  story  that  also  shows  hov\ 

organization  can  achieve  striking  gains  m  quahly. 
productivity,  profitability,  and  market  share. 
A  MrCiaw-llill  Hook    272  p<n;<  s.  ^I^M^ 
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Ccrporate  Restructuring:  A  Guide  to 
Creating  the  Premium-Valued  Company 


KdileC  Ni  vllllon  L.  Rock  and  Robert  H.  Rock 

Build  .;  V  '  :i|iig  linn — and  survive  takeover  Ihreals- 
with  resiriK  iinng  insights  Ironi      top  valuation 
experts  in  ,.;  ^  i-u  planning.  Iinance.  legal,  anil  more, 
A  M((irinv-i'i  ■  /;  ■  /    M)4  iniifcs.  $29M5 

4 How  to  Se     ^^<ir  Business  Bv  ( .  i).  Peterson 
( iel  the  best  |        loi  sour  business,  sell  it  taster, 
and  avoid  costly  in       ;  s.   I  his  lucid  hands-on  gunle 
provides  pricing  moi       ,i  detailed  selling  plan,  and 
extensive  worksheets    ui  checklists. 
,4  McCiaw-llill  Book    Ji>S  ihi:^es.  $l'l')'< 

Fur  the  best  business  books  tVoni  all  the  best 
j>nbSishers,  look  lo  the  Mt(  .i  aw -Hill  Bookstore 
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HvicGraw-Hill  Bookstore  WihA 
1221  Avenue  of  the  Americas,  New  York,  NY  10020  1-212-512-4100  t\^»V 

V  K.S!  Please  send  me—  I  ■  fill 

 copies  1)1  book  #1  (Dertou/.os  el  al.l   copies  ot  book  #2  (Keid) 

 copies  ol  hook  #3  (Rock/Rock)   copies  ol  book  #4  (Peterson)    j  i 

Check,  money  ortler.  or  ciedil  card  only:     J  Visa     J  AMEX     J  MasterCa 

Account  No.  Exp.  Date  

Name  

Address  

City  


State 


Zip 


Please  <iihl  (ippiicalyle  sales  la\  .  plus  $2.50  pi>slai;e  anil  liandliii'^. 


BWi) 


The  Professionals'  Information  Center— Since  1 961 . 
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We  test  them, 
evaluate  them, 

sell  them, 
service  them  and 
use  them  ourselves. 


When  ComputerLand'  professionals 
recommend  Toshiba  computers,  they  do  it 
from  a  rare  vantage  point.  Because  the  two 
industry  leaders  have  been  partners  ever 
since  Toshiba  introduced  its  very  first 
laptop.  And  they've  been  going  gangbusters 
ever  since. 

Toshiba  now  boasts  the  broadest  selection 
of  portables:  fifteen  models  ranging  from 
the  diminutive,  battery-powered  TIOOO  to 
the  super  power  386-based  T520(). 

ComputerLand,  in  turn,  has  become 
the  premiere  reseller  of  and  support  net- 
work for  Toshiba  computers  and  printers. 
And,  as  our  field  force  can  attest,  we 
practice  what  we  preach. 


"One  of  the  first  things  I  wanted  to 
get  into  the  hands  of  my  field  team 
was  a  communication  device  - 

a  laptop. 
I  chose 
Toshiba." 

Martin  L  Strayer, 
Vice-President. 
Field  Operations 
and  Development. 
ComputerLand 
Corporation 


Toshiba  solutions  for  the  office  and  the  road 


CompulerUincI 

Business  to  business.  Person  to  person. 


TOSHIBA 


^1484  ComputerLand  Cnrporatittn. 


/Voiv  Kodak  copiers  have  outscored  every  other  high  volume  copier  in 
9  consecutive  Datapro*  User  Surveys.  And  who  knows  more  about 
copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated  in  every  Datapro  high  volume 
copier  User  Rating,  including  every  special  merit  award  for  overall  vendor 
satisfaction.  While  others  may  make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There  can  be  no  higher  compliment.  No 
stronger  evidence  of  our  dedication  to  total  customer  satisfaction.  Real 
^  customers  are  telling  us  that  we're  *1  in  customer  satisfaction,  in  reliability, 
in  service,  in  copy  quality. 

loin  the  Kodak  copier  family  of  customers  who  are 
not  just  satisfied,  but  delighted.  There's  a  Kodak  copier 
designed  for  every  need,  and  now  there's  a  great  way  to 
save  on  every  Kodak  copier 

Call  for  details:  1 800  255-3434,  Ext.  152. 


The  new  vision  of  Kodak 


Kodak  C  ompany,  /9fl9 


TECHNOLOGY 


CAN  EUROPE  CATCH  UP 
IN  THE  HIGH-TECH  RACE? 


To  compete  with  the  U.S.  and  Japan,  companies  and  governments  are  pushing  megaproject 


A few  years  ago,  Siemens  looked 
like  a  sure  loser  in  memory  chips. 
The  West  German  giant  was  five 
years  hehind  world  leader  Japan  and 
was  close  to  being  knocked  out  of  semi- 
conductors altogether.  Then,  the  compa- 
ny bet  $1  billion  on  a  comeback  effort. 
When  its  new  generation  of  memory 
chips  hits  the  market  later  this  year, 
Siemens  will  have  just  about  caught  up. 
Now,  the  question  is,  did  Siemens  get 
lucky,  or  can  this  remarkable  achieve- 
ment be  followed  by  others  in  Europe? 

The  outlook  has  never  been  better. 
State  and  private  corporations  are  in- 
vesting massive  sums  in  technologies 
from  telecommunications  switches  to 
wonder  drugs.  European  businessmen 
believe  that  the  single  European  market 
that  will  emerge  in  1992  will  provide  the 
muscle  to  duke  it  out  with  U.  S.  and 
Japanese  rivals.  "Everyone  was  writing 
off  Europe  a  few  years  ago,"  says  Jean 
Ivouis  Beffa,  chairman  of  French  glass 


and  packaging  giant  Saint  Gobain. 
"Now,  the  psychology  has  changed." 

Europe's  governments  are  pouring  bil- 
lions into  this  quest.  They're  fostering 
cooperative  research  that  pools  the 
strengths  of  each  country  and  shares 
the  costs.  In  the  next  six  years,  the  Eu- 
ropean Commission,  governments,  and 
companies  will  funnel  as  much  as  $16 
billion  into  developing  a  wide  range  of 
technologies  (table,  page  146).  And  Eu- 
rope's basic  science  labs  are  top-notch, 
among  them  Oxford  and  Cambridge  in 
Britain,  France's  Pasteur  Institute,  and 
the  Max  Planck  Institute  in  Germany. 
The  European  Laboratory  for  Particle 
Physics,  known  as  CERN,  a  14-country, 
$700  million  supercollider  project,  is  be- 
coming a  mecca  for  the  world's  particle 
physicists. 

Perhaps  as  important,  Europe  is  final- 
ly learning  to  love  the  entrepreneur.  A 
new  breed  of  mainly  U.  S.-trained  inno- 
vators and  businesspeople  is  starting  up 


companies  in  everything  from 
nology  to  computers.  Tax  laws  h 
changed   to   promote  venture 
which  has  grown  so  fast  that 
soon  surpass  the  $2.5  billion  th 
spent  last  year. 

Still,  nagging  signs  remain  t' 
rope's  basic  technological  streng 
not  be  up  to  the  challenge.  Crucia 
tries  have  been  "hollowed  out" 
eign  rivals.  The  few  remaining  Ei 
computer  companies  are  in  dan 
being  taken  over  by  U.  S.  comp  ijio 
Despite  Siemens'  achievement,  ^tr* 
as  a  whole  faces  problems  in  iil' 
chips,  and  this  weakness  in  elecjO'' 
could  affect  many  other  industril  t' 
rely  on  semiconductors,  from  au  t 
assemblies  to  TVs  to  toys. 

Meanwhile,  R&D  costs  are  spira'  g 
yond  the  ability  of  even  the  bigge  ci 
panics  to  pay.  A  new  drug  cosbup 
$200  million  to  develop  and  bring  ni 
ket,  a  mainframe  computer  or  a  t  'C 
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Put  Your  Finger  On 
(oar  Company^  Pulse 

With  Commander  EIS  —  Executive  Information  Software 


aminander  EIS  lets  you  take 
iir  company's  pulse,  literally 
h  your  fingertip.  Using  the  ease 
ouch-screen  reporting,  you  get  a 
nplete  overview  of  your  business 
seconds.  Spot  trouble,  identify 
^stions  that  need  to  be  asked,  get 
napshot  of  current  performance, 
in  check  the  Dow  Jones  —  all  with 
touch  of  the  screen  or  click  of  the 
use. 


July  7lh        Pass  1  ot  2 
0*n«ratoi«  mIm  forwaat 
for  July  in  ftnitly  ovar 
plan.  By  ysw-wid,  th*y 
■xp«cl  to  b9  0««r  M 


ommander  EIS  transforms  bulky  briefing 
ks  and  stacks  of  paper  into  concise,  timely 
itronic  reports.  Information  can  be  tailored 
leet  each  executive's  personal  needs. 


ommander  EIS  adds  a  new  dimension  to 
lorate  communication.  Its  advanced  pack- 
ig  and  graphics  tools  make  it  easy  for 
rmation  Providers'"  to  access,  analyze, 
ent  and  distribute  information  throughout 
organization. 


nagement  information  is 
'er  out-of-reacli,  or  out-of- 
e  with  Commander  EIS. 


Commander  EIS  is  the 
product  of  choice  among 
the  Fortune  1000 

The  results  of  a  recent  IDC 
study*  show  that  Commandet  EIS 
is  the  leading  Executive  Informa- 
tion System  with  a  52%  market 
share.  Surveyed  potential  buyers 
also  favored  Commander  EIS  over 
competing  products. 

Join  the  more  than  10,000 
users  at  more  than  200  sites  in 
major  corporations  world-wide 
who  are  using  the  #1  Executive 
Information  System:  Comshare's 
Commander  EIS. 

'Inlernaliunal  Data  Corporations  "Decision  Support  and  Executive 
Inlormation  Systems  Markets  and  Trends"  (Nov  88) and  "Buying 
Intentions  lor  Decision  Support  Systems"  ( Oct  88)  studies 


Get  the  facts  on  EIS! 

For  this  free  report 
on  EIS  and  how  it  can 
benefit  your  organiza- 
tion, contact  Chris 
Kelly  at  Comshare: 
1-800-922-7979 


In  Michigan:  313-994-4800 
In  Canada:  1-800-541-1780 


Commander  EIS  runs  on  IBM  mainframes  usinij  VM  CMS  or 
MVSTSO  operatiniJ  systenxs;  and  DKC  VAX  VMS 
Commander  EIS  Executive  WorksUlions  run  on  IBM  PC  AT,  PS/2 
and  fully  compatible  computers  with  EGA  and  either  a  mouse  or  z 
touch  screen. 

Commander,  Execu-View.  Briefing  Book  and  Inlormation  Providers  are  trade- 
rr^rks,  and  Comshare  is  a  registered  Irademark  ol  Com.share.  Incorporated 
I  +>*8  Comshare.  ItKorporated  All  rights  reserved 


CCSMSI-IARE. 

3001  South  State  Street 
Ann  Arbor,  Michigan  48108 


A      COMPLETE      LINE      OF      CASUAL      CLOTHING      FOR  MEN. 


Reading 

worth 

writinq 

for.  ^ 


If  you're  looking  for 
some  good  reading, 
you've  just  found  it. 
The  tree  Consumer 
Information  Catalog. 

The  Catalog  lists 
about  200  federal 
publications,  many  of 
them  free.  They  can 
help  you  eat  right, 
manage  your 
money,  stay  healthy, 
plan  your  child's 
education,  learn 
about  federal  benefits 
and  more. 

So  sharpen  your 
pencil.  Write  for  the 
free  Consumer 
Information  Catalog, 
And  get  reading 
v/orth  writing  for. 


Consumer  Information  Center 
Department  RW 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication 

and  the  Consumer  Information  Center  of  the 

'J  S  General  Services  Administration. 
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munications  switch  eats  up  $1  billioii. 
Some  $4  billion  will  go  into  the  genera- 
tion of  computer  memory  chips  due  out 
in  the  early  1990s;  up  to  $7  billion  will  be 
needed  for  the  following  generation. 

Time  is  also  running  out.  While  the 
more  common  market  after  1992  will 
give  European  comijanies  a  stronger 
home  base,  everyone  from  Chinese  TV 
makers  to  giants  such  as  General  Elec- 
tric Co.  wants  to  comi>ete  there.  And  the 
Europeans  want  the  benefits  of  foreign 
technical  advances.  "We  can't  afford  to 
close  down  our  markets,"  says  Erich 
Spitz,  vice-president  for  research  at 
France's  Thomson. 

So  the  Europeans  are  promoting  coop- 
eration in  R&h  spending  between  govern- 
ment and  industry.  And  they 
are  backing  that  up  with  se- 
lective trade  rules,  targeted 
mainly  at  Asia-based  manu- 
facturers. Quotas  and  volun- 
tary restraints  on  Japanese 
cars,  TVs,  and  other  goods 
will  probably  stay  in  place. 
Tough  antidumping  cam- 
paigns against  Asian  elec- 
tronics products  are  fre- 
quent. And  Asian  companies 
are  now  ret) ui red  to  go  be- 
yond "screwdriver"  fac- 
tories and  invest  in  research 
and  advanced  manufactur- 
ing in  Europe,  something 
U.  S.  companies  have  done 
for  years. 

ROLLING  IN  CASH.  Mergers 
are  als(.>  helping  companies 
build  up  technological 
might.  Sweden's  Asea  and 
Switzerland's  Brown  Boveri 
merged  into  a  $17.8  billion 
electrical  giant.  France's 
Compagnie  Generale  d'Elec- 
tricite  took  control  of  I'lT's 
telecommunications  equipment  business 
and  is  now  in  a  dead  heat  with  American 
Telei)hone  &  Telegraph  Co.  for  the  No.  1 
spot  in  the  world  for  telecommunications 
ecpiipment.  Moreover,  Europe's  behe- 
moths have  huge  resources  to  pour  into 
research,  or  if  necessary,  buy  technol- 
ogies in  which  they  lag. 

Take  the  prescription-drug  industry.  A 
dozen  years  ago,  Britain's  Glaxo  Hold- 
ings PLC  ranked  about  4.5th  in  the  world. 
Then  its  researchers  came  up  with  Zan- 
tac, an  antiulcer  drug.  Zantac  helped 
propel  Glaxo  to  No.  2  last  year,  behind 
the  U.  S.'s  Merck  &  Co.  With  .$4  billion  in 
drug  sales,  Glaxo  is  now  pouring  some 
$.")00  million  annually  into  R&D.  It  will 
bring  nine  new  drugs  to  market  in  the 
next  few  years,  and  to  bolster  its  weak 
position  in  biotechnology,  it  recently 
took  over  a  big  Swiss  lab  from  Ameri- 
ca's Biogen  Inc.  Says  Richard  Sykes, 


Glaxo's  research  director:  'Tt's  gtsi 
much  more  difficult  for  smaller  C(ai 
nies  to  keep  up."  | 
TOUGH  STANCE.  Meanwhile,  Eui 
emerging  giants  are  beefing  up  th 
search  efforts.  Rivals  CGE  of  Franc 
General  Electric  Co.  of  Britain  fori] 
$6.3  billion  joint  venture  recently  tc  in 
pete  with  Asea  Brown  Boveri  Ltd.  ;b 
Siemens  is  spending  more  than  I  c 
sales  on  R&D,  near  or  above  the  lev 
competitors  such  as  the  U.  S.'s 
IBM  and  Japan's  Fujitsu  and  NEC. 
Thomson's  Spitz:  "We  in  Europ 
spending  formidable  amounts  on  K 
come  back  in  areas  where  we  un 
vested  in  the  past." 
Europe's  tough  trade  stance  is  h 


HOW  EUROPE  IS  FLEXING 
ITS  COLLECTIVE  MUSCLE 

FIVE  COOPERATIVE  R&D  MEGAPROJECTS 

EUREKA  302  joint  R&D  projects  since  1985  deve| 
ing  technologies  from  semiconductors  to  mobile 
phones.  Some  1,600  companies  participating,  99° 
them  European  Price  lag  so  far:  $10.3  billion ' 

ESPRIT  EC-sponsored  program  to  bolster  compe 
tivencss  in  computers  and  information  technolog 
Nearly  4,50  projects.  EC  and  participating  compar 
split  costs  Price  tag:  $5  billion  by  1993 

BRITE  Research  to  develop  new  technology  for  tl 
tional  industries,  mainly  aeronautics  and  advance! 
materials  Price  tag:  $722  million  by  1992 

RACE  EC-sponsored  program  to  develop  technoll 
for  Europe-wide  high-speed  data  telecommunicat] 
network  Pnce  tag:  $580  million  by  June,  1992 

COMET  EC-sponsored  program  for  work  exchanJ 
scholarships,  and  other  university-business  links| 
Price  tag:  Minimum  of  $258  million  by  1995 

'Includes  $4  billion  for  the  eight-year  Jessi  semiconductor  program 
DATA:  BW 
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its  companies  close  the  technolog 
A  few  years  ago,  Thomson 
K.  O.'d  in  VCRs,  which  Japanese  ft: 
dominated.  Nudged  on  by  EC  trac  C' 
tas,  however,  Victor  Co.  of  Japan  j- 
to  license  its  VCR  technology  in  j 
venture  with  Thomson  in  West  ((K' 
ny.  The  deal  helped  keep  Thomsotfri 
being  wiped  out  in  consumer  electW"-' 

Thomson  didn't  stop  there.  In 
bought  the  RCA  and  GE  consume  fi 
tronics  operations  in  the  U.  S.,  ma  O} 
a  world  brand  leader.  In  the  me<tii 
Thomson  developed  its  own  VCR  tihi 
ogy.  Recently,  it  began  making  ^ps 
a  Villingen  (West  Germany)  [la 
Thomson  now  hopes  to  phase  cjt 
Japanese  VCRs  it  sells  under  its  ijm' 

Cross-border  deals  to  develop  tjfhi 
ogy  jointly  such  as  Esprit  and  jir" 
are  also  aimed  at  blunting  Ja^a 
competition.  Eureka,  launched  iilM 

-h 
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Introducing 

OKIF^'SOO 


Now  long  documents 
won't  have  you 
climbing  the  walls. 

You  may  not  even  know  you  need  an 
automatic  paper  cutter  until  that  first 
20-page  transmission  snakes  across  the 
office  floor.  Or  an  auto  document  feeder 
that  keeps  things  moving  by  eliminating 
those  toe-tapping  lines  clogging  the 
mail  room.  Both  are  standard  features 
with  OKIFAX  500. 

That's  the  strength  of  every  new 
OKIFAX:  each  comes  equipped  with 
standard  features  that  cost  extra  on  the 
so-called  "bargain"  faxes.  Like  a  high- 
capacity  auto-dialer  on  OKIFAX  700. 
And  memory  broadcast  on  OKIFAX  800. 

Test  drive  an  OKIFAX  500, 700,  or 
800  today  Sold  exclusively  at  author- 
ized OKIDATA  computer  dealers 
For  the  name  of  the  dealer  nearest 
you  call  1-800-OKIDATA. 


^k.  an  OKI  AMERICA  company 


We  put  business  on  paper. 


OKIDATA  IS  a  registered  trademark  of  Oki  America,  Inc..  Marque  de'posee  de  Oki  Amenca.  Inc 


''''We  had  lok 

infoni 
computerb 


The  IBM  AS/400  midrange 
computer.  It  brings  your 
PCs  together  to  brine  your 
wiiole  company  together. 


P(l><  an'  frrcal  lor  k('r|)iii<i  iii- 
forninlion  i)ul  il  thcv  re  kccpinji  it 
from  racli  oiher,  thats  not  so  iircat. 

Instead,  your  P(>  should  work 
as  partnen 


sharirif^  irilorrtiation 


so  that  anyone  who  iumhIs  it  ean 
easily  fjet  at  it.  So  your  people  ean 
he  partners,  too. 

\  <^ood  way  t()  make  that  hap- 
pen is  with  an  IliM  Application 
Svstem/KXr  1  he  \S/1()()  is  a  mid- 
ranj^e  computer  that  not  only  ties 
your  V(  Is  tofjether,  it  lets  you  store 
information  in  a  central  place, 
which  m<'ans  you  re  not  just 


ted. 


vou  re  w( 


eil-clii 

I  - 


Conner 

And  v\('ll-or<i;anized 

In  tact,  the  AS/WOisJ^ 
ed  lor  handlin"  lots  of  uiife^^ 
wheic  IVom  a  few  to  hur  rt^ 

W  hat  s  more,  the  A/4  :^ 
runs  over  5.000  applicaoi-;^ 
solve  specific  business  p^tS^ 
Retailers,  manufacturcij, 
(listril)ut(Hs.  sei  vice  con)£^~^ 


•bource  bittr<;5000  Database 


1989  IBM  Corporalion  IBM  anrj  4ijij  are  tegibleted  trademarks  and  Appli(  alioii  System/400  and  AS/400  are  tratja'* 

I 


,  and  they  were  loaded  with 
But  just  because  you're 
ai't  mean  you're  organized!' 


governments,  just  about  anyone 
can  find  powerful,  proven  AS/400 
software  created  to  meet  their 
special  needs. 

And  the  AS/400  is  an  easy 
system:  to  learn,  to  use  and  to  pav 
for.  \ou  can  lease  an  AS/400  for 
as  little  as  $700  a  month  through 
the  IBM  Credit  Corporation. 

All  of  which  helps  explain 


why  in  a  major  survey  of  midrange 
system  owners,  the  \S/f  00  users 
were  the  most  satisfied* 

lb  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  AS/400.  As  you  get 
big.  it  can  help  vou  be  as  organized, 
and  as  respon-   

vou  were  small,  r^^-Ts  T  ~z 


iSmO  Model  BIO  IS  just  2  J,;-t  tall. 


NEW  FROM  FIDELITY! 


Select  Environmental 
Services  Portfolio 

A  New  Way  to  Invest  in  the  Environment 

Harness  the  grow  tli  pott-ntial  ot  the  important  environmental  clean-up 
industr\  w  ith  the  con\enience  of  a  mutual  funtl.  Consider  an  investment  in  the 
ridelit\  Select  Knvironmental  Ser\ ices  Portfolio,  targetiiii;  companies  ent^aged 
in  the  development,  manufacture  and  distrihution  of 
products,  processes  and  ser\  ices  related  to  waste  man- 
agement and  pollution  control. 

The  portfolio  is  aggressiw  in  its  search  for  capital 
appreciation,  so  share  price  may  he  volatile.  Start  w  ith 
$1000:  .^SOO  for  IRAs.  Plus  these  Fidelity  extras!  Free 
Sector  Dyiu/iiiics  Newsletter  •  1a  hour,  toll-free  serv  ice. 


Fidelity  Select  Portfolios,  h 

m;iiui,i;cMiH'iil  tft's,  fxpt'iisfs  and  llu'  tuiui's  2""  ^al(.■s  ului'^v  aiui      ck'tcn-ed  salt's  chai'ijt', 
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Call  24  hours 


1-800-544-6666 


Fidelity 
Investments  - 

CODE:  BW.  ENV  102389 


CHOCOLATE.  JHl  SWEET  SELL  OF  SUCCESS! 

Give  PARAMOUNT  customized  confections  with  your  logo 
or  message  handsomely  embossed  in  the  finest  quality 
chocolate.  It's  tasteful  word-of-mouth  advertising. 
Custom  Chocolates  •  Tasteful  Gifts  •  Delicious  Promotions 

/^^^\  Call  or  write  for  our  FREE  colorful  ^ 


Call  or  write  for  our  FREE  colorful 
vj^mh)  brochure  with  PARAMOUNT  ideas 
x^cwJ^  for  delicious  gifts  and  promotions. 
PARAMOUNT  CHOCOLATES 
1.800-365-7^76  -PO  Box  1008,  Melville,  NY  | 
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has  become  an  ad  hoc  industrial  poi\ 
compete  with  Japan  in  high  tech.  (i' 
Eureka,  companies  hope  to  create  ii 
pean  specifications  that  will  exclu( 
Japanese  in  markets  such  as  digit 
bile  phones,  high-definition  TV,  and 
automation  systems.  Although  Eur 
997'  European,  one  or  two  U.  S.  c 
nies  have  been  invited  into  pr 
Asians,  however,  need  not  apply. 

The  Eureka  project  is  likely  to  1 
digital  mobile-phone  network  uj 
running  by  the  mid-1990s — well  ah 
the  U.  S.  and  probably  Japan.  In 
Philips  and  Thomson  came  up  witf 
own  standards,  and  the  Japanese 
bly  won't  learn  the  exact  specific 
until  their  HDTV  sets  hit  the  storel 
companies  also  lobbied  the  U.  S.  tol 
a  different  HDTV  standard  from  J^ 
"If  the  Japanese  control  the  sta| 
they  can  overrun  the  market,' 
Thomson  executive, 

Europe  is  also  using  Eureka  to| 
up  its  faltering  semiconductor  inc 
Under  heavy  fire  from  Japanese 
nies,  European  companies'  shs 
world  chip  production  fell  to  9,7% 
from  16''  in  1978,  estimates  Dat 
Inc.  Europe's  chipmakers  have  dw| 
to  three  big  ones:  Siemens,  Philif 
S(;s-Thomson.  Says  Jiirgen  KnorrJ 
mens  chip  executive:  "We  had  to 
BRAIN  DRAIN.  The  result  was  Jes 
Joint  European  Submicron  Silicd 
$500  million  a  year,  Jessi's  fund 
twice  that  of  Sematech,  a  similaj 
consortium.  Jessi  will  develop  nej 
erations  of  memory  chips  and  desij 
tools  and  machines  to  make  ther 
ens  of  European  companies  will 
l)art.  "We  have  to  learn  to  mass! 
facture  for  mass  markets  like  thfis 
nese  do,"  says  Pasquale  Pistorio.or 
dent  of  SGS-Thonison, 

One  effect  of  the  new  teehnoig 
climate  in  Europe  is  that  the  braiiili 
of  the  1960s  and  1970s,  when  E\\)] 
best  and  brightest  were  lured  i 
U.  S.  by  higher  salaries  and  reta 
budgets,  is  beginning  to  reverse.  (M 
Sykes  spent  10  years  in  the  U.  S.v< 
ing  for  rival  Squibb  Corp.  before^o 
home  two  years  ago,  Sykes's  nev()i 
Ernest  Mario,  is  an  American  wl ' 
running  Glaxo's  U.  S.  operation  urfi 
was  recently  tapped  as  Glaxo's  O. 

Indeed,  U.  S.-trained  managenlh 
launched  many  of  Europe's  prois 
startups.  European  Silicon  Stru.u 
an  ambitious  chip  startup,  was  fun 
by  European  executives  who  ir 
their  spurs  with  U.  S.  companies  t^l 
Motorola  Inc.  and  National  Semi(!i' 
tor  Corp.  i 

Even  staid  European  academi' 
being  bitten  by  the  entrepreneurial 
Recently,  Alan  Munro,  a  resear(ja[^_ 
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^  a  stressful  business  trip  little  amenities  can  make  a  big  difference.  That's 


y  we  provide  you  with  everything  from  an  in-room  video  message  and 


ing  center... to  pre- threaded  needles,  it's  our  way  of  working  to  give  you... 


Simply  everything.  Simply 


nikko  hotels  interne 

SAN  FRANCISCO  •  CHICAGO  •  NEW  YORK 
l.-800'NIKKO-US 


Nikko  San  Francisco  Union  Square  West  •  Hotel  Nikko  Chicago  Riverfront  Park  •  New  York  Essex  House  Central  Park  South 
Nikko  Cities:  Mexico  City  •  Dusseldorf  •  London  •  Paris  •  Hong  Kong  •  Taipei  •  Manila  'Beijing  •  Shanghai  •  Jakarta  •  Osaka  •  Narita 


Four  years  ago  Harley-Davidson 
was  running 
on  empty... 


Today  they're  burning  rubber. 


In  1985  America's  only  motorcycle  maker  was  seven 
short  days  from  bankruptcy.  Since  then  Harley-Davidson 
has  become  a  lean,  mean  high-productivity  machine  — 
with  operating  profit  that's  gone  from  0  to  $60  million  in 
three  years  flat.  Their  incredible  turnaround  is  bankable 
proof  that  quality-conscious  American  manufacturers 
can  take  on  world-class  competition. 

Now  the  lessons  that  Harley's  top  management 
learned  the  hard  way— about  customer  satisfaction, 
employee  involvement,  Japanese-style  just-in-time 
inventory  and  statistical  operator  control,  and  more- 
are  yours  to  apply.  More  than  the  rousing  story  of  an 
American  legend  back  from  the  brink,  Well  Made  in 
America:  Lessons  From  Harley-Davidson  on  Being 
the  Best  packs  real-world  strategies  you  can  use  to 
supercharge  your  firm's  quality,  productivity,  morale, 
market  share  and,  yes,  profitability. 

In  fact,  Well  Made  in  America  is  an  "owner's  manual " 
for  any  business  that  wants  to  race  with  the  best.  If 
yours  isn't  running  full  throttle,  pull  over  and  read  it. 

Just  published,  226  pages,  16  pages  of  photographs 
0-07-026500-3/$19.95 

"The  story  is  heartening,  not  just  because  it's  an 
American  success  against  the  Japanese,  but  be- 
cause ail  of  us  can  learn  from  it  and  it  doesn't  take 
millions  of  dollars  and  high  technology  to  start 
today." 

—Tom  Peters,  The  Tom  Peters  Group 
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At  your  local  bookstore  or 
call  toll-free 

1-800-2-MCGRAW. 


Vift  McGraw-Hill  Business  Books- 
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MOTOROLA 


Motorola  is  a  global  leader  in  the  manufacture  of 
electronic  equipment,  systems  and  components 
produced  for  both  United  States  and  international 
markets.  As  its  wholly-owned  manufacturing  and 
marketing  subsidiary,  Nippon  Motorola  Ltd.  head- 
quartered in  Tokyo,  is  living  proof  that  dedication  to  a 
belief  brings  leadership  and  innovation.  In  the  pursuit 
of  our  goal  of  achieving  Six  Sigma  quality  in  all  we  do 
by  1 992,  we  need  talented  professionals  who  believe  in 
our  standards,  and  in  Japan.  We 
]\/Tr|l^|^  VOllF*  '^^v®  many  challenging  positions 
ITXCUVC  jyJiM    available,  at  all  levels,  in  the  fields 
JYJ(J^^  of  Engineering,  Management  and 

^  Human  Resources.  If  you  have  the 

fJCtJ^NUl  skills  and  superior  Japanese 

language  proficiency,  Nippon 
Motorola  offers  competitive  salaries  and  excellent 
benefits.  We  will  transport  you  into  a  new,  growth- 
.  ^        oriented,  multi-cultural  environment  where  beliefs 
become  reality, 

For  immediate  response,  send  your  resume  with  salary 
history  to:  Nippon  Motorola  Ltd.  C/O  DSE,  4221  Wilshire 
Blvd..  #170,  Los  Angeles,  CA  90010. 


Building  On  Beliefs 


An  Equal  Opportunity  Employer  'i  1989  MOTOROLA.  INC  MOTOROlTi,  and  ^  are  registered  trademarks  of  Motorola.  Inc 


/  don  y  know  doctor,  ever 
since  we've  made  this  acquisition, 
I've  been  seeing  double!! 


If  your  company  has  some  equipment  or  excess 
ifiventory  it  doesn^t  need  anymore,  call  EAL.  We'll  turn 
your  tax  deductible  donation  into  scholarships  for 
rieedy  students,  and  supplies  for  worthy  colleges. 

Kducational  Assistance  l.td  Phoiu-  (312)  690-0()l(),  or 
write  HO.  Box  3021,  Glen  Ellyn,  II.  60138. 


immunology  at  Cambridge,  left  tl 
versity  to  become  the  first  employ 
biotechnology  startup.  At  Oxford, 
ologist  Raymond  Dwek  started  a 
ny  in  partnership  with  the  univers 
the  U.  S.'s  Monsanto  Co.,  which  is 
writing  much  of  his  research, 
years  ago,  they  wouldn't  have 
their  hands  with  business,"  sa; 
British  executive. 

Still,  Europe's  innovation  p 
needs  a  lot  more  oomph.  In  t\\ 
1980s,  the  first  version  of  the  EC' 
and  Britain's  $600  million  Alvey  p 
produced  first-rate  advances  in 
ers — but  many  never  emerged  c 
cially.  "In  the  U.  S.,  if  people  sa 
nology  going  unexploited,  they'd 
and  get  some  venture  capital  an 
sure  it  was  used,"  says  Robb 
former  head  of  British  computer 
K'L.  "That  sort  of  aggressivenes 
very  common  in  Europe." 

Europe's  computer  industry  is 
ing  for  just  that  reason.  In  th 
scrappy  startups  such  as  Apple 
er,  Compaq  Computer,  and  Sun 
systems  have  sprung  up  in  less 
decade  to  take  the  place  of  declin 
er  companies.  Now,  two  of 
leaders,  Norsk  Data  and  Nixdo 
initer,  are  hemorrhaging  red  i 
the  only  major  newcomer  to  pic 
slack  is  Britain's  Amstrad  PLC 
packages  Asian-made  PCs  and 
under  its  own  brand. 
BIG  DANGER.  Free  marketeers  wo 
Europe's   megaresearch  projec 
mately  answerable  to  gover 
won't  be  flexible  enough  to  resp 
demanding  market.  Critics  also 
the  wisdom  of  throwing  gov 
money  behind  technologies  s 
HDTV.  "When  you're  playing  f 
huge  stakes,  you  had  better  kn 
you're  going  to  win,"  says  Wil 
you  make  the  wrong  choices,  y' 
the  whole  industry  down." 

Perhaps  the  biggest  danger 
Europe  will  depend  too  heavily 
tectionism.  The  price  for  shuttjg 
markets  in  the  past  has  been  hig.jl 
peans  buy  half  as  many  person' 
puters,  TVs,  and  other  consumi  i 
tronics  as  Americans  and  pay  W' 
three  times  as  much  for  them.  ' 

More  doors  will  have  to  opeiii 
rope  is  to  make  its  big  high-tec  c 
back,  and  the  "picking  winners"  a 
the  governments  are  taking  in  k' 
nologies  such  as  HDTV  and  chs 
have  to  be  dead  right.  But  for  tp 
time,  European  countries — and  tt 
nies — are  pulling  together.  And  t 
budgets  behind  them,  Europe  is  'C- 
more  like  a  long-distance  runnei 

By  Thane  Peterson  in  Paris,  mtm- 
reports 
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AIG  Issues  Foru  m  I 

WhytheEuni 
freedom  of  Servicest 

business  M 

If  twelve  nations  of  Europe  can 
function  as  one  by  1992,  why  cant  50 
states  do  the  same? 

There's  something  funny  going  on, 
although  no  ones  laughing. 

As  the  countries  of  the  European 
Economic  Community  behave  more 
like  a  smgle  market  m  1992  and  beyond, 
the  50  states  here  at  home  behave 
sometimes  more  like  medieval  fiefdoms. 

At  AIG,  we  think  its  time  to  talk  about 
the  problem,  at  least.  And  see  what  might  be 
done  to  solve  it.  Now,  before  1992  gets  here. 

Freedom  of  services  benefits  the  consumer. 

At  the  heart  of  the  transformation  of 
the  European  Common  Market  is 
something  called  "freedom  of  services." 

This  means  companies  established  to 
do  business  under  one  Common  Market 
country  will  be  able  to  do  business 
in  any  other  member  country-a  concept 
known  as  "mutual  recognition"- 
without  having  to  be  established  there. 

The  result  is  a  more  dynamic,  compet- 
itive and  efficient  marketplace  with  less 
bureaucracy  And  better  products  and 


Twelve  different  F.iiropecui  countries  will 
eventiidlly  hare  one  set  of  standards 

services  at  lower  cost  to  consumers. 


-3C 


Meanwhile,  BACK  AT  THE  RANCH .. . 

We  don't  have  freedom  of  services  ie 
at  home.  For  example,  each  state,  froii 
Maine  to  California,  is  still  imposin^lpe? 
regulations  piecemeal  on  the  insurar|l:',T>p^^ 
industry,  which  is  increasingly  natioa  -.^ 
and  international  in  scope. 


in  principle  of 
nportant  to  American 

at  home. 


day,  before  an  insurer  can  deliver  an 
ranee  policy  to  a  client  who  does 
ness,  say,  in  40  states,  it  takes  a 
[1  truck  to  distribute  all  the 
;rwork  brought  about  by  regulatory 
ndancy  among  the  various  states, 
hich  adds  to  the  cost  of  doing 
ness.  And  to  the  price  consumers 
nately  pay  for  goods  and  services. 

THERE'S  GOT  TO  BE  A  BEHER  WAY. 

hat's  needed,  it  seems  to  us,  is 
sthing  along  the  lines  of  what's  trans- 
ig  in  Europe. 

is  clearly  in  the  consumers  interest  to 
inue  regulation  of  auto  and  home- 
^rs  insurance  on  a  state-by-state  basis. 
T  commercial  and  mdustrial  insur- 
,  however,  where  coverages  often 
/  to  risks  across  the  country,  why 
)orrow  from  the  European  model 
allow  insurers  to  conduct  business 
•nwide  according  to  the  laws  of  their 
I  state? 

1  is  type  of  regulatory  reform  isn't 
rthing  that's  going  to  happen 
light.  But  given  the  benefits- to  the 


consumer,  to  business,  to  America's 
economic  well-being-we  feel  it's  worth 
talking  about. 
Now,  before  1992  gets  here. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Group)  is 
the  largest  underwriter  of  commercial  and 
industrial  insurance  in  America,  and  the 
leading  US. -based  international  insurer 

The  nature  of  our  business  means  we 
deal  every  day  with  issues  affecting  the 
future  of  the  world  economy 

We  believe  it's  essential  to  start  a 
dialogue  with  people  like  yourself  to 
help  our  nation  compete  more 
effectively 

Let  your  elected  officials  know  what 
you  think.  Or  let  us  know  what  you 
think.  Write  M.R.  Greenberg,  Chairman, 
AIG,  70  Pme  Street,  New  York,  NY  10270. 


MG 


World  leaders  in  insurance 
and  financial  services. 


Howlb  FlyThrough  Customs. 


No  other  shipping  company 
fliers  to  more  coimtries  overseas 
th;i[i  Federal  Express. 

AivJ  nobody  helps  your  ship 
ment  f'y  througli  overseas 
custonis  i  -'e  Federal  Express. 

Ait.er  all ,  ivith  the  addition  of 
Flying  Tigefs  40-yeai-s'  worth  of 
international  experience, 
nobody's  more  accustomed  to 
customs  over  ther(\ 


Tb  the  regulations. 
Tbthe  paperwork, 
lb  the  people. 

So  whether  it's  knowing  our 
way  around  siesta  in  Salamanca, 
or  how  to  be  diplomatic  in  Dubai, 
our  local  employees  have  the 
local  know-how  to  rush  your 
package  through  customs. 

And  get  it  delivered  with 
Federal's  customary  speed. 


Because  in  international  deliv- 
ery, getting  it  there  is  one  thmg. 
But  getting  it  through  is  another 

Federal  Express— gets  it  done. 


©  UIMK-  il.-rallAi.r 


TheBest% 
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INGIN6  MOCK-UPS 
LIFE— IN  A  FLASH 


tup's  system  turns  out  3-D  product  models  in  hours 


STEP  ONE:  A 
COMPUTER 
DESIGN 


lor  almost  a  decade,  product  design- 
lers  have  routinely  plied  their  trade 
with  keyboard  and  screen.  Comput- 
er techniques  speed  them  from  concept 
to  product,  revealing  a  colorful  cross- 
hatched  likeness  they  can  inspect  and 
explore,  rework  and  improve — every- 
thing, in  fact,  except  touch  and  feel.  For 
that  they  need  a  model,  which  requires  a 
step  back  into  an  age  when  craftsmen 
painstakingly  carved,  molded,  and  ma- 
chined the  prototype  parts.  That  step, 
whether  it's  for  a  simple  electrical  con- 
nector or  a  complete  car,  is  the  current 
bottleneck  in  the  production  process. 

Now,  tiny  3-D  Systems  Inc.  in  Valen- 
cia, Calif.,  has  come  up  with  a  promising 
technology  called  stereolithography  that 
may  change  all  that.  The  company  has 
developed  a  machine  to  turn  computer- 
generated  designs  into  three-dimensional 
plastic  models  within  hours.  "It's  going 
to  revolutionize  the  way  products  are 
brought  to  market,"  says  David  M.  Tait, 
who  left  General  Motors  Corp.  this  sum- 
mer to  found  an  industrial  model-making 
company  called  Laserform  Inc. 

In  3-D's  process,  a  computer  slices  the 
design  into  cross  sections  and  directs  a 
laser  to  trace  each  section  onto  the  sur- 
face of  a  vat  of  liquid  polymer.  The  light 


zing  Up 
the  Earth 
.200B.CJ 

;osthenes,  director  of  the 
'ibrary  at  Alexandria  in 
I  believed  the  earth  to  be 
.  So  he  decided  to  do  what 
3  had  ever  done— measure 
1  a  simple  measurement  of 
n's  shadovi/  in  two 
!,  he  was  able  to 
ate  the  earth's 
iference  fairly 
Italy. 


PIONEERS  IN  MEASUREMENT 


/tnritsu 


2000 A.D. 

Today,  Anritsu  pioneers  in 
communications  measure- 
ment. Long  a  leader  in  the 
most  advanced  techniques, 
Anritsu  continues  to  reach 
new  levels  of  accuracy 
Tomorrow's  systems  will  require 
the  highest  possible  precision.  That's  why 
communications  equipment  manufactur- 
ers and  carriers  around  the  world  turn  to 
Anritsu  for  the  most  reliable  measuring 
and  test  equipment, 


'  !U  CORPORATION    10-27,  Minamiazabu  5-chome,  fvlinato-ku,  Tokyo  106,  Japan   Phone:  Tokyo  03-446-1111,  Telex:  0-242-2353  ANRITU 
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tiey  will 
ijoy  the 
nits  of  our 
search. 


The  year  2010  may  seem  far  off.  But  there  is  one  prophecy  we 
can  make  right  now:  energy  economy,  transportation,  and  envi- 
ronmental protection  issues  will  be  no  less  important  than  they 
are  today. 

As  a  world  leader  in  electrical  engineering,  we  focus  our 
research  and  development  efforts  on  these  areas.  The  results 
have  far-reaching  effects. 

Take  our  ingenious  burners  and  combustion  chambers  for 
fossil  fuels,  for  example.  They  offer  extremely  low 
emission  values  of  pollutants,  and  provide  customers 
with  the  most  modern  power-generation  equipment  for  new  plants, 
or  the  upgrading  of  existing  ones. 

Or  take  ceramic  fuel  cells,  which  convert  the  latent  energy 
potential  of  fuels  directly  into  electrical  power.  Their  use  in  power 
generation  will  lead  to  spectacular  increases  in  efficiency  and  mini- 
mize CO2  emissions. 

Novel  semiconductor  devices  and  power  electronic  systems 
will  play  an  important  part  in  future,  safe,  high-speed,  rail  trans- 
portation systems,  both  in  and  between  major  cities.  And  emission- 
free  electric  vehicles  will  become  a  practical  alternative  to  today "s 
cars  with  internal  combustion  engines. 

The  $1.3  billion  we  invest  annually  in  research  and  develop- 
ment of  this  kind  is  not  only  of  benefit  to  our  customers  in  terms 
of  immediate  results.  It  also  ensures  that  they  will  have  a  business 
partner  at  the  leading  edge  of  electrical  engineering  and  environ- 
mental technologies  20  years  from  now. 

Which  is  when  our  children  will  take  over. 


ABM 

ASEA  BROWN  BOVERI 
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from  the  laser  causes  the 
polymer  to  harden,  produc- 
ing a  thin  slice  of  the  fin- 
ished model.  After  each  pass 
of  the  laser,  that  section 
drops  a  fraction  of  an  inch 
below  the  surface  so  that  the 
next  layer  can  be  built  on  top 
of  it. 

FAST  WHEELS.  The  result  is  a 
solid  model  that  can  be  paint- 
ed, finished,  and  sometimes 
even  mated  with  other  parts 
to  produce  a  working  proto- 
type. Last  year,  Tait  bought 
for  GM  the  first  machine  that 
3-D  produced,  because  it  had 
taken  him  a  full  year  to  get 
models  of  bumpers  for  the 
1990  Chevrolet  Corsica.  Now, 
his  new  company  can  turn  out  prototype 
car  wheels  over  a  weekend. 

The  biggest  complaint  of  customers  is 
that  3-D's  system  is  limited  to  objects 
that  measure  no  more  than  10  inches  in 
any  dimension.  The  company  is  readying 
a  larger  machine;  meanwhile,  prototypes 
can  be  made  in  sections  and  the  pieces 
joined  together.  To  sell  the  system  to 
Hughes  Aircraft  Co.,  for  example,  3-D 
built  a  complex  transmitter/receiver  for 


airborne  radar.  Even  building  it  in  pieces 
"took  just  40  hours,"  says  3-D  Chairman 
Raymond  S.  Freed.  "Then  we  put  it  out 
for  bids."  Quotes  from  traditional  model- 
making  shops  ranged  from  six  to  nine 
months  and  up  to  $90,000. 

Hughes  bought  the  system.  And  it's 
not  the  only  blue  chip  taking  a  gamble 
on  the  three-year-old  startup's  technol- 
ogy: Pratt  &  Whitney  uses  it  for  jet 
engine  turbines,  Eastman  Kodak  devel- 


ops parts  for  copiers,  Apple  Conlit 
mocks  up  plastic  cases  for  com 
equipment,  AMP  models  electrical  on 
tor  designs,  and  Baxter  Healthcai  ZZ 
ates  clamps  and  connectors  for  ir  jjf- 
nous  gear.  So  far,  3-D  has  sqt;! 
machines  at  prices  starting  at  $25 
Those  sales,  however,  have  yet 
3-D  in  the  black.  Because  of  high  s' 
and  R&D  expenses,  the  company  loi 
million  on  sales  of  $5.3  million  |  .la 


Life  is  your  most 
valuable  possession 

pass  it  on. 

Of  all  the  riches  you  could  leave  to 
your  family,  the  most  precious  is  the 
gift  of  life.  Your  bequest  to  the  American 
Heart  Association  assures  that  priceless 
legacy  by  supporting  research  into  heart 
disease  prevention. 

To  learn  more  about  the  Planned  Giving  Program,  call  us  today.  It  s  the  first 
step  in  making  a  memory  that  lasts  beyond  a  lifetime. 


^American  He  ort  Association 


This  space  provided  as  a  public  service 
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SINGAPORE: 

UR  Global  Capabilities 
lET  YOUR  Global  Needs. 


The  3,(HH)  multinational  corporations  now  located 
in  Singapore  are  not  here  by  accident. 

They  are  here  because  we  work  to  meet  their  many  and 
varied  needs  in  a  truly  unique  manner.  By  matching  their 
growth  plans  with  our  own  economic  development  needs. 

In  a  strategic  fit  that's  mutually  beneficial  and  mutually 
progressive. 

Examples? 

When  international  businesses  look  to  Singapore  as  an 
operational  heaciquarters  or  a  regional  center,  wc  give  them 
one  of  the  world's  most  efficient  transportation  systems. 
Both  sea  and  air.  Then  we  give  them  one  of  the  world's 
most  sophisticated  telecommunications  systems. 

When  international  businesses  consider  Singapore  as 
a  cost-efficient  prociuction  center,  we  have  what  it  takes 
to  apply  state-of-the-art  technology.  Robotics  and  GAD/ 
CAM.  FMS  and  CIM  systems.  Planned  business  parks. 

Backed  by  an  educational  system  that  adds  S,(KK) 
science,  engineering  and  other  graduates,  8, ()()()  technicians 
and  1(),()()()  highly  trained  workers  each  year.  All  speaking 
the  language  ot  international  business.  English. 

When  international  businesses  ask  tor  start-up  or 
operating  help,  we  give  them  business  freedom.  \()()% 
ownership,  liberal  employment  policies,  free  movement 
of  profits  and  capital.  All  with  minimum  red  tape.  Because 
all  our  public  agencies  and  private  groups  work  together  to 
meet  your  needs  and  get  the  job  done. 

This  unique  global  synergy  works.  International 
clients  here  are  continually  expanding.  Starting  new 
cnterprizes,  increasing  their  activities,  raising  their  tech- 
nology levels. 

Further  proof  Over  the  last  five  years,  U.S.  companies 
here  have  averaged  a  25%  return  on  investment.  One  of 
the  world's  highest. 

Your  needs.  Our  capabilities.  A  phone  call  can  bring 
them  together. 


SINGAPORE 

YOUR  STRATEGIC  NODE  FOR  GLOBAL  BUSINESS 


Design,  M.iiuitacturiiig, 
Operational  Headquarters, 
And  Marketing. 


m 


HEWLETT 
PACKARD 


IC:  Design,  l^M)  And 
CIM  Production  Center. 


Electronic  Connector 
Maiuitactiire,  Industrial  ik 
Consumer  Product  Marketing. 


SGS-THOMSON 

R<iO(c;K@[iL[i(e¥iE](Q)5aoes 

IC  Design,  Wafer 
Fabrication,  Semiconductor 
Assembly  And  Testing. 


World-Class  Automotive 
Component  Production  Plant. 


Jew  York,  Tel:  (212)  421-2200  •  San  Francisco,  Tel;  (415)  591-9102  •  Chicago,  Tel:  (312)  644-3730  •  Boston,  Tel:  (617)  497-9392 
•  Dallas,  Tel:  (214)  450-4540  •  Los  Angeles,  Tel:  (213)  624-7647  •  Washington  DC,  Tel:  (202)  223-2571. 
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Making  Sure 
American  Know-how 


Always  Knows  How 


lei 


The  CIM  in 
Higher  Education 
AUiance 

CIM,  or  Computer  Integrated 
Manufacturing,  is  electronically  linking 
the  entire  enterprise.  And  as  a  result, 
manufacturing  is  being  transformed. 

But  CIM  isnt  just  cables  and  com- 
puters. Its  success  depends  on  educated 
individuals  in  every 
department  at  every 
level  who  can  imple- 
ment this  new 
technology. 

To  that  end,  IBM  has  formed  an 
alliance  with  colleges  and  universities 
throughout  America.  Over  50  local  com- 
munity colleges  and  four-year  institutions, 


in  partnership  with  IBM.  will  be  providing 
thousands  of  students  and  local  industrv 
state-of-the-art  CIM  training. 

IBM  is  contributing  its  technical 


expertise  and  most  recent  technology.  The 
colleges  have  formed  a  network,  sharing 
their  skills  and  resources.  The  result  is 
supplying  the  colleges  and  their  students 
with  greater  capabilities  than  ever  before. 

Degrees  in  CIM  are  being  offered, 
as  well  as  demonstrations,  seminars  and 
classes  specifically  tailored  to  the  needs 
of  the  local  industries. 

What  impact  will  these  programs 
have?  Dr.  Rose  Tseng,  Dean  of  San  Jose 
State  University  and  a 
participating  member 
of  the  alliance,  reflects: 
" llie  partnership  that 
we're  entering  into 
with  IBM  will  have  a  profound  effect  not 
only  upon  the  university,  but  in  manufac- 
turing in  this  whole  region.'' 

In  short,  today's  and  tomorrow's 
workforce  will  not  only  know  how.  Thev 
will  also  know  better. 

To  obtain  additional  information  as 
well  as  the  location  of  the  participating 
college  nearest  you,  please  call: 

1  800  IBM-2468,  ext.  187 


1989  IBM  Corporation  IBM  is  a  registered  trademark  of  IBM  Corp 


156  G 


1 1985  UNITED  W(\Y 


THE  ADVERTISING  COUNCII 


UNITED  WE  STAND 
TO  SAY  THANK  YOU. 

To  those  of  you  who  volunteer  and  to  those  of  you  who 
contribute  to  help  stop  drug  and  alcohol  abuse,  domestic 
violence,  hunger  and  so  many  other  social  problems,  we 
say  thank  you. 

To  those  of  you  who  give  your  time  or  your  gifts  for  day 
care  for  the  young,  health  care  for  the  elderly  and  mental 
health  programs  for  all  Americans,  we  say  thank  you. 

We  are  your  neighbors,  your  friends,  members  of  the 
community  who  benefit  from  your  generosity. 

"<  hank  you  for  giving.  Thank  you  for  caring.  Thank  you 
for  becoming  united. 


UnibedW^y 

THANKS  TO  YOU  IT  WORKS  FOR  ALL  OF  US. 


aiiit 


first  half  of  this  year.  But  it  pick(| 
powerful  backer  a  year  ago,  whe 
Geigy  Ltd.  bought  a  37%-  interest] 
company.  The  Swiss  pharmaceui 
ant  is  not  just  a  passive  investoj 
devising  new  photopolymers  for  3i 
will  more  closely  mimic  producti 
tics.  And  Ciba  subsidiary  Spectri 
ics  Inc.  is  developing  more  powe' 
sers  to  make  modeling  even  fast*. 

The  startup  is  already  facings( 
looming  competition.  Last  year,  Li' 
Co.  asked  the  U.  S.  Patent  &  Trai| 
Office  to  reexamine  3-D's  basic  n 
And  it  set  up  demonstrator  syst 
its  own  in  Geneva,  Switzerlan 
Troy,  Mich.,  last  month.  "Our  stra 
different,"  says  Gwendolyn  Y.  Y 
who  directs  the  project  at  Du  Poi 
aging  Systems  Div.  in  Wilmingtc 
"Because  of  the  rapidly  evolvin 
nology,  we'd  like  to  enter  the 
with  a  sei-vice-bureau  approach 
of  selling  equipment." 

But  Du  Pont  is  also  planning 
top  unit  that  would  sit  next  to  tlj-*"^- 
puter-aided  design  (CAD)  terminal 
while,  DeSoto  Chemical  Co.  has 
modeling  machine  and  also  starte 
vice  operation.  And  Sony  Corp.  h 
two  machines  in  Japan. 
DESKTOP  FACTORY.  Eventually, 
lithography  may  go  beyond  proto 
"The  next  step  will  be  desktop  m 
turing:  automatically  convert!: 
mathematical  CAD  data  into  an 
product,"  says  Al  C.  DeWitt,  a 
at  Laserform.  That's  already  stai 
happen  in  the  medical-device  r 
"We  bought  the  [3-D]  system  fo: 
and-tell  prototypes,"  says  David  (j 
mer,  director  of  engineering  at 
Puy  Div.  of  Boehringer  Mannheiij 
"Now  we're  using  it  to  make  md 
custom  implants."  -3 
The  ultimate,  of  course,  will  b^'a  ;ia 
chine  that  turns  out  hip  and  k*e  -  -J 
placements  that  can  be  implanteclii  iij 
ly.  That's  about  two  years  .v  ji 
guesses  Larry  Dooley,  professortf 
engineering  at  Clemson  Universit'  i 
ley  envisions  coupling  his  3-D  nbl  -.f 
filled  with  a  biocompatible  polym.,  re: 
robot  that  would  lay  down  carbi-l 
reinforcements  between  each  he 
carry  the  stress  in  the  bone. 
lots  of  interest  in  fabricating  ima 
devices  out  of  composites  rathi  ^ 
metal  or  plastic,"  he  says.  .ih|^ 
Even  now,  though,  it's  clear  tlltjlj 
reolithography  is  not  a  passing  ^DUti 
modeling  sys  em  "has  had  the  ff^  "[I 
impact  on  product  developmenis 
computer-aided  design,"  says  I|P  , 
Trimmer.  "We've  only  used  it  |3  _ 
but  it's  become  an  integral  partif 
development  process."  ' 
By  Larry  Armstrong  in  Valenci'^  , 


|iapi2i 
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SCIENCE  &TE;|^ 


elopments  to  Watc 


NAOMI  FREUNDLICH 


[ER  CHEMICAL  REACTIONS 

EED  DRUG  AND  PRODUCT  TESTS 


To  develop  new 
drugs  or  better 
shampoos,  companies 
must  test  thousands  of 
chemicals  for  potency 
and  toxic  effects.  But 
the  standard  experi- 
ments, in  which  chemi- 
cals are  added  to  cell 
cultures,  can  take  days 
or  weeks  to  run — and 
are  often  difficult  to 
interpret. 

Menlo  Park  (Calif.)  company  named  Molecular  De- 
p.  believes  it  has  a  solution.  In  a  marriage  of  silicon 
y  and  biology,  it  has  built  a  device  that  holds  a  few 
cells  in  each  of  several  tiny  channels.  When  test 
;s  flow  down  the  channels,  they  affect  the  metabo- 
he  cells.  These  changes  are  then  detected  by  tiny 
nsors. 

Oct.  13  issue  of  Science  magazine,  researchers  from 
any  and  Stanford  University  report  that  the  device 
sure  the  effects  of  drugs  on  human  cancer  cells, 
?  if  hormones  bind  to  cell  receptors,  and  mimic  the 
'  the  infamous  rabbit-eye  irritation  test.  And  it  does  it 
minutes  or  hours.  When  the  instrument  goes  on  the 
fi  a  year  or  so,  says  J.  Wallace  Parce,  Molecular 
director  of  research,  "it  will  allow  any  organic  chem- 
iratory  to  move  into  the  drug  discovery  area." 


H  ME  OUT 

ING  PEPPERONI,  PLEASE 


of  a  pizza  parlor  and  probably  the  first  image  that 
3  to  mind  is  a  T-shirted  Italian  tossing  dough  around 
;hat  perfect  crust.  Well,  G.  S.  Blodgett  Corp.  in  Bur- 
'^t,  a  leading  manufacturer  of  pizza  ovens,  has  anoth- 
}y  the  end  of  the  year,  it  will  introduce  a  completely 
d,  computerized  pizza  maker  that  can  pump  out  7- 
in  just  three  minutes. 

a  keyboard,  the  consumer  can  select  as  many  as 
Pferent  pizza  toppings — including  extra  cheese  and 
i — and  two  sauces.  Powered  by  an  IBM  AT  computer, 
ine  tailors  cooking  times  depending  on  the  number  of 
ts  on  the  pie.  Individual  crusts,  toppings,  and  sauce 
ored  in  refrigerated  canisters  inside  the  machine,  and 
of  100  sensors  weighs  out  precise  amounts  of  ingredi- 
!ed  the  Anytime  Pizza  maker,  the  unit  will  be  market- 
venience  stores,  movie  theaters,  and  school  cafeterias 
;  $50,000. 


TESTS  THAT  REQUIRE 
ER  NEEDLE  NOR  CUP 


ng  blood  or  urine  samples  for  drug  testing  is  not  an 
aroposition.  All  too  often,  such  procedures  are  either 

invasive — requiring  a  blood  sample — or  involve  an 
if  privacy.  Even  among  testing  advocates,  few  people 

candor  of  Detroit  Mayor  Coleman  Young,  who  sup- 
s  for  top  government  and  police  officials.  He  invited 


reporters  into  a  restroom  to  watch  him  fill  a  plastic  cup. 

Now,  BioQuant  Inc.,  an  Ann  Arbor  (Mich.)  company,  has 
developed  a  possible  alternative.  Its  SalivaSac  would  collect 
sterile  saliva  samples  that  can  be  used  to  test  for  steroids, 
cocaine,  and  possibly  other  drugs.  The  SalivaSac  is  about  two 
inches  in  diameter;  when  kept  in  an  individual's  mouth  for 
about  five  minutes,  it  absorbs  a  two-  to  three-milliliter  sample 
of  saliva  while  also  filtering  out  food  particles. 

The  Food  &  Drug  Administration  approved  its  use  last 
month,  and  BioQuant  is  now  preparing  to  manufacture  the 
product.  Some  hurdles  remain,  however.  Since  the  data  saliva 
samples  produce  don't  always  correspond  to  those  gathered  by 
urine  or  blood  tests,  the  company  is  waiting  for  the  National 
Institute  on  Drug  Abuse  in  Bethesda,  Md.,  to  establish  bench- 
marks for  measuring  the  presence  of  drugs  in  saliva. 


THE  HUMAN  BODY'S 
STEALTH  WEAPONS  SYSTEM 


Just  as  a  fighter  plane  can  be  detected  by  radar  and  shot 
down,  the  body's  immune  system  can  detect  intruding  com- 
pounds and  remove  them  from  the  bloodstream.  This  is  key 
for  mounting  a  defense  against  bacteria  and  viruses,  but  it's  a 
serious  problem  if  you're  trying  to  deliver  drugs  to  specific 
sites  such  as  tumors. 

Now,  Liposome  Technology  Inc.  has  won  a  patent  for  so- 
called  stealth  liposome  technology,  which  carries  drugs  to  a 
target  without  being  sandbagged  by  the  immune  system.  The 
Menlo  Park  (Calif.)  company  uses  liposomes — tiny  bags  of  fat 
that  can  get  into  tumor  cells — to  deliver  anticancer  drugs.  The 
trouble  is  that  most  of  the  liposomes  are  removed  from  the 
blood  by  immune  cells  before  they  reach  the  tumor  cells.  But 
attach  specific  carbohydrates  to  the  liposomes  and  they  are 
shielded  from  being  recognized  as  foreign.  In  tests,  the  stealth 
liposomes  show  a  fourfold  increase  in  the  amount  of  drug  that 
gets  to  tumors. 


THE  PENTAGON'S  HDTV  STUDY 
IS  READY  TO  ROLL 


Interest  in  helping  U.  S. 
companies  develop  ad- 
vanced television  technology 
is  cooling  in  Congress.  But  it 
is  still  a  priority  at  the  De- 
fense Dept.,  which  wants  the 
technology  for  radar  and 
computer  screens.  Defense 
still  plans  to  spend  $30  mil- 
lion on  research  for  high-def- 
inition TV.  The  money  began 
to  flow  on  Oct.  4,  when  the 
Defense  Advanced  Research 
Projects  Agency  awarded  $1 
million  to  New  York  City- 
based  Projectavision  Inc. 

The  money  will  fund  a  nine-month  development  study  of  a 
type  of  TV  screen  known  as  an  active  matrix  display.  The  basic 
idea  is  to  lay  a  wire  grid  over  a  sheet  of  glass,  with  a 
transistor  at  every  intersection.  That  allows  each  point  to 
carry  a  different  voltage.  The  glass  is  then  covered  with  a  thin 
layer  of  liquid  that  changes  opacity  depending  on  the  voltage. 
Shine  light  through  the  whole  thing,  and  the  result  is  a  flat 
screen  capable  of  high  resolution.  The  new  contract  is  a  step 
forward,  industry  experts  say,  but  it  falls  far  short  of  the 
millions  of  dollars  that  Japan  is  pouring  into  the  technology. 


:hnology 
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The  Canon  Color  Laser  Copier 
500  System  anc;  its  digital  image  proc- 
essing technology  are  going  to  rev  olu- 
tionize the  way  .  ou  look  at  color 
communication. 

By  converting  originals  into  elec- 
tronic signals, Canons  excii.sue  tech- 
:  lology  reproduces  images  w  th  256 
uiations  per  color  at  400  dots  per 


inch.  Charity  and  definition  comparahle 
to  professional  printing. 

This  unique  digital  technology 
also  makes  advanced  new  creative  func- 
tions possible.  Composing  color  layouts 
or  combining  multiple  color  originals 
can  now  be  performed  right  at  the 
copier. Copies  from  slides  and  negatives 
can  also  be  reproduced  instantK;  with 


either  a  high  resolution  nlm  sd 
a  film  projector. 


-1.=^  STUVCtO 
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CANON  COLOR  LASER  COPIER  SYSi 


alike  any  copier  before,  a 
y  Intelligent  Processing 
le  world's  first  digital  and 
acing  capability.  A 
h  that  allows  you  to  pro- 
Dr  copies  from  almost  any 
age  source,  including  video  1-800-OK-CANON,  or  write  to 
offering  virtually  limit-  Canon  USA  Inc.,  IK).  Box  3900, 
des  for  future  applications.    Peoria,  Illinois  61614. 


Whether  you  need  an  alternative 
to  color  printing,  an  on  site  photo 
processor  or  an  electronic  graphics 
studio,  clearly  no  other  copier  can 
compare. 

To  find  out  more  call 


Canon  y^/^ 

COLOR  LASER  COPIER 

The  Digital  Difference 


500 


L 

Personal 
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Investing 


LIKE  THE  YEN?  THE  MARK? 
HERE'S  AN  EASY  WAY  TO  PLAY 


■-■"it 
"  aD( 


4 
-.:,;v-i 


AS  the  dollar's  recent 
gyrations  indicate,  the 
world  of  foreign  ex- 
change is  a  volatile  and  com- 
plicated place  to  be.  But 
where  there's  volatility, 
there's  usually  potential  for 
profit.  And  although  speculat- 
ing on  the  foreign-exchange 
raarkets  was  once  virtually 
./■ipossible  for  the  indi- 
'  lual  investor,  it's 
I:  a  game  that  in- 
cr  ■  numbers  are 
pla. 

R  iy  $500  billion 
in  f(  'fi  currency 
change  hands  daily, 
almost  ic-e  what 
turned  three 
years  age  e  over- 
seas trade  y  -  1  invest- 
ments abroad  h.iven't 
kept  pace,  m  ):-t  ana- 
lysts agree  thai  f.e  in- 
crease is  simpiy  be- 
cause    of  greater 


^!S0  BUSINESSWEEK 


speculation.  If  you  want  to 
join  the  international  crowd, 
there  are  three  basic  ways  to 
play  the  game: 

You  can  buy  shares  in  one 
of  the  79  international  equity 
funds  that  invest  in  compa- 
nies abroad.  These  funds  get 
an  added  boost  whenever  the 
dollar  weakens.  Or  if  it's  a 


pure  currency  play  you're  af- 
ter, a  handful  of  foreign-cur- 
rency mutual  funds  invest  di- 
rectly in  such  things  as 
foreign  certificates  of  deposit 
and  commercial  paper.  And 
the  truly  adventurous  invest 
directly  in  such  exotic  vehicles 
as  currency  futures,  options, 
and  swaps. 


HOW  THE  CURRENCY  FUNDS  ARE  PERFORMING 


Fund 

Total  return* 

Fund 

Total  return* 

1 2  months  3  months 

12  months  3  months 

HUNTINGTON 

SHEARSON 

AUSTRALIAN  CASH 

9.27% 

6.73% 

CANADIAN  DOLLAR 

8.50% 

3.29% 

CANADIAN  CASH 

DEUTSCHE  MARK 

-1.83 

4.67 

12.32 

2.46 

JAPANESE  YEN 

-7.11 

3.35 

D-MARK  CASH 

-1.57 

2.71 

MANAGED  CURRENCY 

9.30 

-1.57 

GLOBAL  CASH 

2.03 

0.56 

POUND  STERLING 

-.737 

6.65 

STERLING  CASH 

-0.57 

5,28 

INTERNATIONAL  EQUITY 

SWISS  FRANC  CASH 

-5.86 

3.22 

GT  GLOBAL  GROWTH:  JAPAN  48.96 

25.16 

MERRILL  PACIFIC  A 

42.80 

29.59 

U.S.  CASH 

NA 

NA 

MERRILL  PACIFIC  B 

NA 

29.27 

YEN  CASH 

-8.12 

0.83 

T.  ROWE  PRICE  INT'L  DISCOVERY  NA 

25.02 

*Price  change  plus  income  through  Sept  30 

NA= Not  Applicable 

DATA:  HUNTINGTON  ADVISERS  INC  ,  SHLARSON  LEHMAN  HUnON  INC  ,  M0RNIN6STAR  INC. 


Perhaps  the  easie 
least  expensive  way 
the  currency  market  ii 
vesting  in  one  of  the  i 
currency  mutual  funds 
can  be  done  for  as  1 
$2,500.  After  all,  yo^ 
just  pull  out  your  wal 
buy  Swiss  francs.  "N 
would  waste  its  time  v, 
unless  you  ha(a 
able  amount  c  r 
ey,"  says  Jon  'o 
off,  publish' 
International'  ■ 
Monitor,  in 
ton,  D.  C.  "Amy 
have  all  sorts 'f 
penses — every t 
you  wanted  to  is 
into  another  ci"e 
the     banks  )/< 
charge  you.  Th  a 
native  is  an  f" 
thing  like  buyi:! 
man  travelers  ^' 
and  selling  the.' 


tll» 


PERSONAU 


>onal  Business 


ears  ago,  Hunting- 
dvisers,  which 
)f  Schwab  Mutual 
ketplace,  introduced 
itional  Cash  Portfo- 
which  offers  both 
ed  multicurrency 
i  single-currency 
the  Japanese  yen, 
nan  mark,  U.  S.  dol- 
lian  dollar,  Austra- 
•,  Swiss  franc,  and 
and  (table).  There  is 
■ont-end  fee,  but  in- 
are  allowed  free 
between  the  differ- 

CK  FAITH.  In  late 
irson  Lehman  Hut- 
ved  suit  with  the 
irrencies  portfolios, 

package  but  only 
le-currency  funds, 
V.  1,  Fidelity  Invest- 

Boston  will  start 
ree  single-currency 
;  invest  in  the  mark, 
nd  yen.  Although 
doesn't  charge  for 
between  funds,  Fi- 
:  40  basis  points  (4/ 
for  purchases  under 
)  basis  points  for  in- 
5  between  $30,000 
000,  and  20  basis 
•  investments  over 

;t,  buying  into  one 
unds  is  like  opening 
money-market  ac- 
h  Huntington's  and 
5  managed  portfo- 
or  returns  that  are 
in  those  offered  on 
noney-market  mutu- 

igle-currency  funds 
lends  each  month, 
multicurrency  funds 
ipital-gain  dividend 
ally.  Huntington 

a  monthly  net  in 
income  dividend. 
Eton's  multifund  in- 
hort-term  debt  such 
mmercial  paper,  and 
nt  bills,  denominat- 
;  issuing  country's 

Despite  moves  by 
and  its  allies  in  the 

Seven  to  push  the 
TO,  Donald  Gould, 
on's  president,  is 

the  greenback  for 
hree  to  six  months, 
lat  75%  of  his  port- 
V  in  U.  S.  and  Cana- 
•s. 


Shearson,  too,  is  betting 
long  on  the  greenback.  "We 
remain  very  pro-dollar  and  be- 
lieve it's  likely  to  stay  firm  in 
the  near  future,"  says  Seth 
Strickland,  president  of  Shear- 
son  Lehman  Hutton  Strategy 
Advisors. 


International  equity  mutual 
funds,  which  have  much  more 
of  their  assets  abroad,  have 
done  well,  posting  an  average 
total  return  of  28%  over  the 
past  year. 

Many  Wall  Streeters  are 
betting  the  U.  S.  economy 


Tax  Tips 

TRIMMING  THE  TAX  BITE 
ON  GIFTS  TO  GRANDCHILDREN 


Traditionally,  this  is  the 
season  to  begin  yearend 
tax  planning.  And  last- 
minute  moves  are  especially 
important  this  year  for  folks 
intending  to  leave  cash,  prop- 
erty, or  other  assets  to  their 
grandchildren.  That's  because 


Transfer  Tax  (GSTT)  began  im- 
posing a  flat  55%  tax  on  as- 
sets over  $1  million  given  to 
grandchildren  (or  further  re- 
moved generations).  And  this 
is  on  top  of  regular  estate  or 
gift  taxes. 
At  the  same  time.  Congress 


soon  will  be  weak  enough  to 
allow  the  Federal  Reserve 
Board  to  ease  interest  rates — 
and  drive  the  dollar  down 
even  further.  Should  that  hap- 
pen, foreign  currency  funds 
could  post  even  more  impres- 
sive gains.  Laura  Zinn 


a  provision  of  the  tax  code, 
the  Gallo  Exemption,  will  ex- 
pire Dec.  31,  1989.  This  ex- 
emption was  critical  in  soften- 
ing the  bite  of  a  special  tax 
that  applies  to  "generation 
skipping"  gifts  or  bequests. 

In  the  good  old  days  before 
tax  reform,  grandparents 
could  leave  unlimited  sums  to 
grandchildren  without  incur- 
ring estate  taxes.  But  in  1986, 
the    Generation  Skipping 


set  a  three-year  exemption. 
Named  for  the  California 
wine  family  who  lobbied  for 
it,  Gallo  lets  grantors  give  up 
to  $2  million — outright  or  in 
trust — per  living  grandchild 
without  triggering  the  GSTT. 
WHAT  GIFT?  Assets  trans- 
ferred under  Gallo  are  not  ex- 
empt from  regular  federal  es- 
tate or  gift  taxes.  Still,  the 
tax  savings  are  dramatic, 
notes  Sam  Radin,  president  of 


National  Madison  Group,  a 
New  York  firm  of  estate-plan- 
ners. Say  Grandpa  has  al- 
ready given  $1  million  to  his 
grandson,  using  up  his  GSTT 
exemption.  Now  he  wants  to 
give  $2  million  to  his  newborn 
granddaughter.  If  he  estab- 
lished a  trust  now  under 
Gallo,  he  would  pay  a  gift  tax 
of  only  $588,000  on  the  $2  mil- 
lion. But  without  Gallo,  the 
GSTT  on  the  $2  million  would 
total  $1.1  million.  That  tax 
is  then  added  to  the  gift 
itself,  and  the  $3.1  million 
total  is  used  to  calculate 
the  gift  tax.  The  total  bill, 
warns  Radin,  can  exceed 
the  gift. 

So  from  the  standpoint 
of  saving  taxes,  transfer- 
ring assets  now  under 
Gallo  "is  a  no-brainer," 
says  Timothy  McDevitt, 
attorney  for  Foster  Pep- 
per &  Shefelman,  a  Belle- 
vue  (Wash.)  law  firm. 
But,  he  cautions,  "you 
have  to  be  comfortable 
emotionally  leaving  such 
sums  to  grandchildren." 
And  the  rules  on  Gallo  (or 
"direct  skip")  trusts  are 
rigid.  The  trust  must 
start  distributing  income 
upon  the  grandchild's 
21st  birthday.  And  "the 
grandchild  must  be  the 
sole  beneficiary,"  notes 
George  Rogers,  president 
of  Rogers  &  Kight,  a 
Carlsbad  (Calif.)  financial 
planning  firm. 

Gallo  may  win  an  11th- 
hour  reprieve:  The  Senate 
Finance  Committee  has  voted 
to  extend  the  exemption  in- 
definitely. But  "we're  telling 
clients  to  assume  it  will  expire 
on  Dec.  31,"  says  Radin.  Get 
the  plans  in  motion,  he  ad- 
vises. Should  the  exemption 
survive,  you  can  always  hold 
off.  But  if  it  does  expire  as 
planned — well,  finding  an  at- 
torney to  draw  up  trust  pa- 
pers is  a  lousy  way  to  spend 
New  Year's  Eve.    Troij  Segal 
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Health 


TIMING 
YOUR  TICKER'S 
WORKOUT 


Taking  your  pulse  seems 
such  a  simple  thing.  But 
just  try  holding  your 
finger  on  your  neck  or  your 
wrist,  counting  the  number  of 
beats,  checking  your  digital 
watch — and  running  or  cy- 
cling at  the  same  time.  Enter 
pulse  meters  and  heart-rate 
monitors.  These  high-tech  de- 
vices give  you  digital  readings 
all  through  your  workout — 
and  let  you  know  if  you're  in 
your  target  heart-rate  zone  or 
if  you  need  to  rev  up  or  slow 
down. 

Most  of  these  monitors 
work  by  measuring  the  elec- 
trical signals  that  trigger 
your  heartbeat.  The  conven- 
tional way  to  track  your  heart 
rate  is  with  electrodes  at- 
tached to  a  chest  belt  that 
transmit  to  a  wireless  wrist- 
watch  receiver.  Some  people 
prefer  the  handheld  variety, 
although  at  the  sacrifice  of 


some  accuracy.  The  electrical 
signal  is  weaker  in  the  hand 
than  in  the  chest,  and  your 
hands  must  remain  still  as 
they  touch  metal  contact 
points.  Biosig's  mini  Insta- 
Pulse  ($119)  is  a  6-inch  rod 
that  requires  both  hands  to 
get  a  reading  but  can  slip  into 
a  pocket  or  be  clamped  onto 
exercise  equipment. 


Precor's  Personal  Heart 
Monitor,  due  out  in  December 
at  $199,  is  a  wireless  wrist- 
watch  model  that  doesn't  rely 
on  chest  electrodes.  The  com- 
pany says  its  device  amplifies 
the  wrist  signal  and  also  fil- 
ters out  noise  from  muscle  ac- 
tivity to  detect  heart-rate  sig- 
nals accurately. 

Chest  belts   are  designed 


for  vigorous  outdoor  ta 
ing.  Precise  Internato 
Body  Watch  ($99)  mtjji 
distance,  average  spee 
oxygen  uptake.  Compup 
struments  offers  the  t 
garded  Pro/Trainer  2 
which  notes  how  long  y 
exercised   in   your  .i 
zone — and  beeps  when  o 
out  of  it.  The  top-of-le 
model   is   the  Heart!'.; 
($329).  To  go  with  it,  tl-. 
computer  interface  ($51 
allows  you  to  downloa 
ings  into  a  personal  cod 
ON  THE  CUFF.  Then  th 
photo-optic  monitors, 
contain  small  infrared 
that  attach  to  an  ear  o->. 
ger  to  detect  the  puLi;: 
blood  in  capillaries,  ii; 
are  affected  by  light,  n ; 
should  be  used  indoor]  c 
Creative  Health  Produj; 
742-4478)  says  the  mostoi 
lar  infrared  unit  it  sellis 
Nissei  PU-701  ($49.9.j 
sensor  is  housed  in  asi 
black  cuff  you  wearc 
fingertip. 

Creative  Health  Pid 
has  a  free  "Pulse 
Buyer's  Guide."  The] 
lists  more  than  30 
discount  prices  from 
$300.  Suzimne 


Short  selling  has  never 
been  a  strategy  for  the 
fainthearted.  And  with 
the  market  up  257f  since  Janu- 
ary, this  year  has  been  a  try- 
ing one  for  those  who  sell 
borrowed  stocks  in  hopes  of 
buying  them  back  when 
they're  cheaper.  Even  some  of 
the  most  successful  shorts 
such  as  the  Feshbach  broth- 
ers in  Palo  Alto,  Calif.,  and 
James  Chanos  of  New  York's 
Kynikos  Associates  say 
they've  just  broken  even. 
"We've  been  working  for  our 
fees  this  year,"  says  Chanos. 
"There  have  been  no  profits 
to  split  up." 

Yet  some  pros  believe  that 
plenty  of  stocks  are  ready  for 
a  fall.  Joe  Feshbach,  for  one, 
thinks  the  market's  large 
gains  have  generated  specula- 
tive excesses.  Southgate  Part- 
ners, the  $425  million  fund 
that  he  and  his  brothers  run, 
is  always  1007'  short.  "We  al- 
ways figure  that  the  market 
is  going  to  go  up,  but  we  try 


Smart  Money 

WHAT  THE  SHORT  SELLERS 
LOVE  TO  HATE  NOW 


to  find  companies  that  will  be 
good  shorts  despite  that." 

What  companies  do  the 
shorts  love  to  hate?  Michael 
Murphy,  chief  investment  of- 
ficer of  Negative  Beta  Asso- 


Picks  of  the  litter: 
McDonnell  Douglas, 
GM,  and  Circle  K 


ciat«s,  a  San  Francisco  money 
management  firm  that  uses 
short-selling  techniques,  is 
shorting  General  Motors, 
whose  market  share,  he  be- 
lieves, will  fall  as  the  compa- 
ny cuts  its  capacity.  Other  fa- 


vorites: Columbia  Savings  & 
Loan,  which  owns  a  large 
number  of  high-risk  junk 
bonds,  and  McDonnell  Doug- 
las. "I  have  a  lot  of  problems 
with  their  DC-lOs  falling  out 
of  the  sky,"  he  says. 

The  shorts  are  licking  their 
chops  over  Circle  K,  a  debt- 
laden  chain  of  convenience 
stores.  The  company's  short 
interest — the  number  of 
shares  sold  short — is  close  to 
5  million  out  of  45  million  out- 
standing. Wasserstein,  Per- 
ella  was  hired  to  find  a  buyer, 
but  after  none  came  forward, 
the  search  was  abandoned. 

Short  sellers  are  also  tar- 
geting Organogenesis,  the 
company  that  makes  Testskin, 
a  "living  skin  equivalent"  that 


it  hopes  will  be  usedj 
metics  testing  insteaa 
rats,  mice,  and  cadavJ 
used.  Although  the  stj 
been  trading  around  J 
shorts  say  the  marl 
Testskin  is  too  limitedl 
port  that  price. 
BAROMETER.  One  thin 
tain:  The  shorts  are 
in  strength.  Short 
rose  to  a  record  51. 
shares  on  the  Am 
Sept.  15.  And  th 
slipped  1.3%  on  the  Bi 
from  August  to  Septei 
545.5  million  shares, 
22.47  from  a  year  be 
Paradoxically,  that 
good  news  for  the  mi 
a  whole.  A  rise  in  shoi 
est  is  traditionally  '3 
bullish.  One  reason  if! 
means  the  shorts  evl'  t  i 
have  a  lot  of  buying 
More  broadly,  it  sij' 
that  investors  are  pes  ft 
and,  as  the  old  sajrir  i 
the  market  likes  to  cin 
wall  of  worry."  [g 
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M  exports  more  cars 
the  world  from 
nerica  than  any  other 
lufecturer 


'tta 


MARK  OF  EXCELLENCE 

Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac,  GMC  'Ihick 


Golf 

TIPS  FOR  FAIR  PLAY 
ON  THE  FAIRWAY 

The  official  rules  say  you 
have  five  minutes  to  find  it. 
But  if  you've  really  knocked  it 
deep  into  the  woods,  why  look 
that  long?  Drop  another  ball 
near  where  you  lost  the  first, 
take  a  penalty  stroke,  and  get 
moving. 

■  Lend  a  helping  hand.  If 
someone  else  in  your  group 
loses  a  ball,  join  in  the  hunt. 

■  Put  everything  back  ivhere 
you  found  it.  Divots,  those 
big  slabs  of  turf  that  come 
flying  up  when  you  hit  below 
the  ball,  are  to  be  picked  up 
and  carefully  replaced.  The 
grass  will  grow  back  if  you 
give  it  a  chance. 

■  Watch  your  step.  When 
you're  on  the  putting  green, 
be  careful  not  to  step  on 
or  near  the  other  players' 
"line"— that  is,  the  path  from 
their  balls  to  the  hole.  Greens 
are  soft,  and  the  depressions 
made  by  your  feet  might 
cause  the  putts  of  others  to 
veer  off  line. 

■  Leave  things  as  yovo 
them.  When  your  ball  ,ts 
putting  green  from  a  Ijg 
tance,  it  usually  le'c 
small  hole  in  the  groid 
repair  it,  take  a  tee  dc 
sharp  object,  angle  it 
green  next  to  your'! 
mark,"  and  gently  pul  if 
turf  so  it's  about  leveif 
Repeat  this  a  couple  c't 
around  the  hallmark " 
tamp  the  spot  with  a  p.t 
flatten  it  out,  and  thig 
will  look  like  new. 

■  Clean  up  after  y'p 
Remember  to  smoot  : 
traps  with  a  rake  aftei'C 
hit  the  ball  out.  Be; 
they're  not  pleasant  lii 
the  temptation  is  usill 
flee  sand  traps  as  qud 
possible.  But  if  you  ii 
see  unpleasant,  try  hiti^ 
of  an  unraked  footpr't. 
this  sort  of  thing  thair. 
players  want  to  hu: 
clubs — a  definite  br("l 
golf  etiquette.  Petii 

jHior  beginning  golfers, 
■i  there's  a  lot  to  be  said 

■  for  simply  picking  up  a 
club  and  flailing  away  at  the 
ball.  Trying  to  assimilate  the 
game's    complicated  tech- 
niques all  at  once  can  lead  to 
overload — and   spoil  what 
should  be  a  relaxed,  pleasant 
time.  But  there's  one  part  of 
the   game   that  beginners 
should  be  certain  to  learn  in- 
side and  out:  golf  etiquette. 

Golf  etiquette,  a  set  of 
rules  designed  to  keep  players 
on  their  best  behavior,  is  the 
game's   unofficial  code.  Be- 
cause it's  often  easy  to  forget 
some  of  the  rules  while  you're 
trying  to  learn  the  game, 
here's  an  f  <;sy  way  to  remem- 
ber them:  ^liink  of  golf  eti- 
quette as  h(j.v  your  mother 
would  expect  you  to  act  on 
the  links.  A  few  examples: 

■  Be  careful  willi  that  golf 
ball — you  could  knock  some- 
body's eye  out.  If  you  hit  a 
ball  and  it  goes  anywhere 
near  another  player,  holler. 
"Fore!"  is  the  standard  warn- 
ing. But  even  "Duck!"  is  bet- 
ter than  standing  in  mute  si- 
ience,  praying  that  the  ball 

will  miss  the  other  person. 

■  Do)i't  dawdle.  It's  impossi- 
ble to  overstate  the  impor- 
tance of  this  one.  If  you  can't 
keep  moving  fast  enough  to 
stay  ahead  of  the  people  im- 
mediately behind  you,  let 
them  through.  The  standard 
rule  of  thumb:  You  are  play- 
ing too  slowly  when  there's  a 
group  waiting  behind  you  and 
there's  a  full  hole  (from  tee  to 
green)  open  ahead  of  you. 

■  Don 't  fidget.  Stand  very 
still  and  keep  quiet  while  oth- 
er players  are  hitting  the  ball. 
Noise  or  movement  is  ex- 
tremely distracting. 

■  Don't  waste  time.  If  you 
lose  a  ball,  don't  wander 
around  all  day  looking  for  it. 

Worth  Noting 

■  WATCH  THE  BIRDIE.  In 

Gone  BirdingI  ($79.95,  Rupi- 
cola  VCR  Games),  a  new  vid- 
eo board  game,  players  score 
by  correctly  identifying  the 
species  that  appear  in  a 
ti;  'f'd  tour  of  North  Ameri- 
cai;  birding  spots.  They  can 
also  win  a  real  birding  expe- 

dition  by  making  a  contribu- 
tion (at  least  five  cents  per 
video-bird  spotted)  to  a  fund 
for  the  Massachusetts  Audu- 
bon Society.  To  order:  800 
729-1809. 

■  FIRST  CLASS.  Two  hotel 

chains  have  just  enhanced 
their  frequent  guest  pro- 
grams. At  Omni  Hotels  (800 
THE-OMNI),  amenities  for  "se- 
lect guests"  include  extended 

checkout  times,  roc 
grades,  and  free  heali  ( 
and  fax,  computer,  an  If 
dry  services.  Hilton 
HHonors  program  (21 
0878)  now  includes  a  jut 
count  for  couples.  Thco 
earned  by  each  spoiJ 
crue  benefits  in  a  "{J' 
fund"  that  can  be  ud 
both— whether  they'rt 
eling  together  or  sepat 
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ON  OCTOBER  12lh, 
NORTHERN  TELECOM 
MTRODUCED  nBERWORlD. 
IT  WIU  IMPROVE 
THE  PERFORMANa, 
CAPftOTY  AND  VALUE 
OF  VIRTUALLY 
EVERY  PIECE  OF 
COMMUNKAnONS 
EQUPMENT  IN  AMERICA 

NO  MATTER 

WHO  MADE  IT 

■  WHH^^  IWll^AI^^I  I         In  one  bold  step,  Northern  "Rlecom  changed  the 
way  every  one  of  us  will  live  and  work  into  the  2Lst  Century. 
WecailitFiherWorld. 
Imagine  being  able  to: 

Transmit  all  the  information  contained  on  ;50,()()()  newsi)ai)er  pages  in  less  than  one  second. 
Ti'ansfer  files  instantly  from  a  local  area  network  in  New  York  to  a  PC  in  San  PYancisco. 
Video  conference  as  easily  as  making  a  i)hone  call. 

p]liminate  downtime  forever  because  your  network  "self  heals,"  or  restores  itself  within 
milliseconds. 

Ibday,  thanks  to  HberWorld,  it's  all  possible. 

FiberWorld  is  our  vision  of  an  advanced  fil)er'-oi)tic  telecommunications  network  that  will  trans- 
form forever  the  way  information  is  exchanged. 

It's  a  network  almost  :'),()00  times  faster  and  with  .'jO.OOO  times  the  capacity  of  present  systems. 

A  network  ba.sed  on  international  standards  for  a  Synchronous  Optical  Network,  or  SONET. 

A  network  that's  evolutionary.  So  your  investment  is  protected  and  your  current  network  will 
always  connect  with  our  SONET-based  systems. 

Arid  it  all  starts  today  with  the  introduction  of  a  line  of  Fil)erWorld  products  for  phone  companies. 

There's  nothing  else  like  FiberWorld.  Anywhere. 

T)  learn  more  on  how  F^berWorkl  can  help  your  company  right  now,  talk  to  a  Northern  Tfelecom 
repre.sentalive  at  I>;()()-.54;3-98()(i. 

s&fz'z::'  NORf  HERN  TELECOM 

mm  M  telecom 

■  T  E  C  H  N  ()  L  0  (;  Y    T  HE     WORLD     CALLS    0  N 


e  19H9  Northern  H-lecom 

HberWorld  is  a  tnulemiirk  of  Nurtht-rii  'Rdccom 
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52-week  change 
+  30.3% 


Oct.  5-1  1 


1  -week  change 

0.0% 


BONDS 

Oct.  Apr. 


Oct. 


Shearson  Lehman 
Treosury  Index 


52-week  change 
+  7.4% 


THE  DOILAR 

Oct.  5-11  Oct.       Apr-  Oct. 


Oct.  5-11 


'  1360  100 


1  -week  change 
4-1.2% 


1300  »0 


1270  10 


J.  P.  Morgan 
Index 


52-week  change 
1 4.5% 


1  -week  change 
f  1.7% 


T  ANALYSIS 


% 

change 

s 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ogo 

Year  ago 

INDUSTRIALS 

2773.4 

0.1 

30.4 

90-DAY  TREASURY  BILL  YIELD 

8.0% 

8.1% 

7.5% 

lES  (Russell  1000) 

188.5 

0.1 

29.6 

30-YEAR  TREASURY  BOND  YIELD 

8.1% 

8.2% 

8.9% 

ANIES  (Russell  2000) 

179.7 

0.2 

21.4 

S&P  500  DIVIDEND  YIELD 

3.2% 

2.9% 

3.6% 

lES  (Russel!  3000) 

201.6 

0.1 

28.9 

S&P  500  PRICE/EARNINGS  RATIO 

13.8 

14,9 

12.4 

%  chonqe  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

OCKS 

Latest 

Week 

52 -week 

S&P  500  26-week  moving  average 

331.6 

329.2 

Positive 

ANCIAL  TIMES  100) 

2218.8 

-4.0 

22.3 

Stocks  above  26-week  moving  overage 

61.1  % 

62.5% 

Neutral 

El  INDEX) 

35,240.1 

-0.4 

28.6 

Speculative  sentiment:  Put/call  ratio 

0.23 

0.24 

Negative 

E  COMPOSITE) 

4008.5 

-0.3 

19.0 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.38 

2.40 

Neutral 

RY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC 


LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

CONTROL 

14.3 

51.6 

BROWNING-FERRIS  INDUSTRIES 

16.3 

51.3 

423/4 

Aim 

1 1.7 

83.7 

MCA 

13.1 

48.5 

69^/4 

BROKERS 

10.7 

27.6 

ALEXANDER  &  ALEXANDER 

12,7 

19.5 

32V8 

SOFTWARE  AND  SERVICES 

10.0 

35.2 

ORACLE  SYSTEMS 

36.0 

175.7 

25y2 

ATIONS  EQUIPMENT 

10.0 

29.5 

GENERAL  INSTRUMENT 

25.1 

42.4 

38% 

LAGGARDS 

%  change 
4-week  S2-week 

Weokest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

E  INVESTMENT  TRUSTS 

-9.3 

-8.3 

LOMAS  8,  NETTLETON 

-27.4 

-50.3 

10 '/4 

FIRMS 

-7.8 

27.1 

PAINEWEBBER  GROUP 

-10.9 

16.4 

20% 

'Y  TRUCKS  AND  PARTS 

-7.7 

1.0 

PACCAR 

-9.3 

3.2 

44 

OOLS 

-5.5 

-18.9 

CROSS  &  TRECKER 

-8.0 

-39.5 

8% 

-5.3 

9.9 

ARMCO 

-7.6 

14.1 

121/8 

L  FUNDS 


MORNINGSTAR  INC. 


LAGGARDS 

il  return 

% 

Four-week  total  return 

% 

OCEANOGRAPHIC  TECHNOLOGY 

14.8 

STRATEGIC  GOLD/MINERALS 

-13.7 

mi  SMALL  COMPANY 

14.3 

FIDELITY  SELECT  INDUSTRIAL  MATERIALS 

-3.4 

ITNCH  PACIFIC  A 

1 1.9 

FIDELITY  SELECT  PAPER  &  FOREST 

-3.3 

i  return 

% 

52-week  total  return 

% 

ALL  CAPITALIZATION  PORTFOLIO 

80.5 

STRATEGIC  GOLD/MINERALS 

-24.8 

ENTY 

68.8 

STRATEGIC  SILVER 

-5.4 

AVIATION  &  TECHNOLOGY 

67.0 

NATIONAL  REAL  ESTATE  INCOME 

-0.6 

S&P  500 
4-weett  total  return 


E  PORTFOLIOS 


DATA  RESOURCES  INC. 


nts 

e  present 
1,000 
I  year 
portfolio 

idicote 
returns 


U.  S.  stocks 
$13,264 

-+1.25% 


Treasury  bonds 
$12,135 

+  2.71  % 


Foreign  stocks 
$12,079 

-2.72% 


nil 


Money  market  fund 
$10,724 

+  0.16% 


Gold 
$8,960 

-0.98% 


page  ore  os  of  morket  close  Wednesdoy,  Oct.  11,  1989,  unless  otherwise  indicated, 
iclude  S&P  500  companies  only,  performance  and  share  prices  ore  as  of  market  close 


Oct.  10.  Mutual  fund  returns  are  as  of  Oct.  6.  Relative  portfolios  ore  valued  os  of  Oct.  10,  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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MEMO  TO  COMPUTER 
MAKERS:  WAKE  UP 


Computers  are  the  essential  tools  of  this  era,  much  as 
the  internal  combustion  engine  drove  an  earlier  time. 
Yet  the  U.  S.  computer  industry  could  fall  to  the  deter- 
mined patience  of  the  Japanese — the  way  semiconductors 
and  consumer  electronics  have.  That  is  truly  frightening. 

Japanese  competitors  are  still  minor  players  in  the  U.  S., 
with  about  4%  of  the  market.  And  despite  the  current  mal- 
aise in  some  parts  of  the  industry,  computer  makers  remain 
for  the  most  part  a  financially  healthy  and  innovative  lot. 

But  little  by  little,  with  an  enormous  boost  from  govern- 
ment-sponsored research  and  development,  Japanese  elec- 
tronics companies  have  mastered  the  design  and  manufac- 
ture of  the  key  components  that  go  into  computers  (page 
104).  Memory  chips  are  only  the  most  obvious  example. 

In  computers,  the  U.  S.  has  a  chance  to  apply  preventive 
medicine — before  a  tourniquet  is  needed.  IBM  President  Jack 
D.  Kuehler  has  a  simple  prescription:  Loosen  restrictions 
that  put  a  legal  cloud  over  the  types  of  research  collabora- 
tion that  are  a  matter  of  course  among  Japanese  electronics 
companies  and  adopt  investment  and  R&D  tax  credits. 

We'd  prefer  collaborations.  Antitrust  concerns  have  by 
and  large  prevented  U.  S.  industry  from  forming  the  type  of 
cooperative  arrangements  that  Japan's  miti  routinely  puts 
together.  Even  so,  there  are  some  promising  industry  con- 
sortiums such  as  Sematech  and  U.  S.  Memories  that  are 
aimed  at  restoring  U.  S.  prominence  in  chipmaking.  Other 
areas  in  computer  hardware  and  software  would  undoubted- 
ly lend  themselves  to  a  similar  approach. 

For  these  projects  to  really  work,  however,  the  industry 
must  first  acknowledge  the  threat.  The  entrepreneurial  bent 
of  computer  executives  understandably  elicits  a  knee-jerk 
reaction  to  government  help.  But  Silicon  Valley  is  no  match 
for  Japan's  Silicon  Bureaucracy.  Chipmakers,  the  original 
Silicon  Valley  cowboys,  learned  this  too  late.  Now  the  com- 
puter industry  must  recognize  that  the  situation  is  too  seri- 
ous to  go  it  alone.  It  should  not  be  too  proud  to  work  with 
Washington.  The  industry  needs  to  get  together  and  formu- 
late a  plan  to  make  research  and  production  consortiums 
viable.  That  may  include  more  government  funding.  Only 
then  can  the  industry  ensure  its  long-term  survival. 


AN  ANNUAL  EXERCISE 
IN  LEGISLATIVE  LUNACY 


It  seemed  like  a  good  idea  at  the  time.  To  control  federal 
spending,  authors  of  the  1974  budget  act  mandated  that 
Congress  set  overall  revenue  and  outlay  targets  for  each 
year.  And  to  make  sure  these  weren't  just  numbers.  Con- 
gress was  to  pass  a  bill  that  "reconciled"  (in  the  accounting 
sense  of  making  consistent)  actual  spending  and  tax  policy 
with  the  targets. 
Reconciliation  was  first  tried  in  1980,  with  modest  success. 


I 


A  year  later,  newly  ensconced  Budget  Director  Dfit' 
Stockman  used  a  reconciliation  bill — better  rememkpci 
Gramm-Latta  II— to  write  much  of  the  Reagan  revjjit 
into  law.  The  process  was  messy  in  the  extreme:  Air 
one  in  Congress  quite  understood  the  bill,  but 
Gramm-Latta  II  accomplished  its  principal  aim  of  cutt 
budget. 

Since  then,  the  reconciliation  bill  has  become  an  ffi 
exercise  in  legislative  lunacy.  For  a  variety  of  reason  iL 
gress  seems  less  able  to  pass  substantive  legislatio:! 
year.  Instead,  dozens  of  unrelated  provisions  get  cri 
onto  a  handful  of  annual  "must"  bills — reconciliatiorlj 
ceiling  extensions,  and  the  inevitable  emergency 
measures  lawmakers  write  when  they  fail  to  pass 
tions  bills  on  time. 

The  only  ostensible  purpose  of  the  reconciliation  bil!^' 
passed  by  the  House  is  to  cut  the  fiscal  1990  deficit 
billion  or  less.  Yet  to  reach  this  goal,  it  employs  su|f 
means  as  a  reduction  in  capital-gains  tax  rates  and  jir 
sive  expansion  of  federal  support  for  child  care.  Manyffi 
disparate  provisions  tacked  onto  the  bill  have  merit  iiti 
own  right— and  that's  just  how  they  ought  to  be  consjej 
"Comprehensive  omnibus"  measures,  as  Congress  is  iiK 
calling  them,  mean  members  often  don't  know  what  \^ 
voting  for,  the  President  doesn't  know  what  he's  s(n! 
and  the  public  has  no  idea  what's  going  on. 


IS  THIS  ANY  WAY 

TO  JUDGE  AN  AIRLINE? 


As  a  takeover  wave  washes  over  the  airline  imis 
it's  obvious  the  Bush  Administration  views  theiO 
sition  binge  more  skeptically  than  the  Reasn 
did.  Transportation  Secretary  Samuel  K.  Skinner  sent  cl 
signal  when  he  forced  financier  Al  Checchi  to  alter  thtei 
of  his  purchase  of  nwa,  parent  of  Northwest  Airline 

Skinner  calls  airlines  "national  treasures" — meanin  t 
must  be  treated  differently  from  cookie  makers.  Hid 
public  concern  is  that  an  airline  with  too  much  debt  ju  i 
cut  corners  on  maintenance.  Privately,  Skinner  is  sai(tc 
worried  that  industry  newcomers  may  blithely  trade  i 
line's  assets  like  baseball  cards  in  the  hopes  of  man 
quick  buck. 

Airlines  are  indeed  special  cases — but  Skinner's  apfo 
is  flawed.  Debt  isn't  an  indicator  of  maintenance  prce 
Despite  union  complaints  of  serious  maintenance  prdt 
at  ailing  Eastern  Airlines,  the  government  last  yearp 
the  carrier  fit  to  fly.  In  any  event,  finding  an  apppr 
debt  ratio  is  a  hopeless  task.  And  experience  is  no  m-s 
for  good  airline  management,  amr's  Robert  L.  Cm' 
spent  much  of  his  career  in  other  fields,  yet  he  may  ! 
best  in  the  business.  Industry  veterans  have  been  re  o 
ble  for  the  downfall  of  carriers. 

The  real  issues  are  maintenance  and  safety,  not  le  r 
and  resumes.  Skinner  should  meet  these  head-on.  h\ 
airlines  suspected  of  having  problems,  regardless  o  c 
levels  and  management  backgrounds.  The  governmenCi 
realistically  do  more  than  that — and  it  should  do  no  i- 
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Just  A  fbw  Of  The  Peripherals 
Altos  Computers  Work  Well  With. 


I  matter  what  tools  you  use  to  perform  your  job,  there's 
Itos  computer  to  help  you  get  more  out  of  them, 
tos  multi-user  computer  systems  are  based  on  Intel's" 
:rful  386 ""microprocessor.  They  integrate  industry 
lard  UNIX" and  MS-DOS"  software,  and  support  PICK" 
PHEOS"  environments.  Giving  you  access  to  an 
?ss  array  of  the  most  powerful  software  applications 
able,  including  many  developed  specifically  for  Altos, 
whether  your  desk  is  in  a  wholesaling  operation, 
manufacturing  floor,  in  a  medical  or  dental  practice, 
corporate  headquarters.  Altos  has  a  solution  to  help 
lo  whatever  you  do  better. 

itter  yet.  Altos  computers  are  supported  by  more  than 
usand  Altos  Value  Added  Resellers,  who  will  con- 
e,  customize,  install  and  service  your  entire  system. 


The  Altos  386  Series  500, 1000  and  2000  family  can 
handle  up  to  64  users.  And  any  program  that  runs  on 
one  Altos  computer  will  run  on  them  all. 

For  more  information  on  Altos  and 
the  name  of  the  nearest 
VAR  specializing  in  your 
area  of  business,  just  call 
1-800-ALTOS-US. 

We'll  work  well  with  you 
no  matter  what  you  do. 


a  registered  trademark  of  AT  cSiT.  MS-DOS  is  a  registered  trademarr.  of  Microsoft  Corporation. THEOS  is  a  registered  trademark  of  THEOS  Software  Corporation.  PICK  is  a  registered  trademark  of  PICK  Systems- 
Intel  and  386  are  registered  trademarks/trademarks  respectively  of  Intel  Corporation.  The  Altos  logo  is  a  trademark  of  Altos  Computer  Systems.  ©  1989.  Altos  Computer  Systems. 


On  a  Tuesda\  e\enine  Mike  Geltand.X  Pof  '^^i 
Sales  at  Waldner's.  the  Steelcase  dealership  i 
Farmingdale.  N"!'.  was  ha\ine  dinner  with  his 
famih  w  hen  the  phone  rane.  "Mike,  we're  in  troik-i,^; 
Mufre  nn  on\\  hopel"  j -Jlifj 

The  eallen  the  taeilitx  manager  at  one  of 
New  Mirk"s  largest  banks,  was  seeing  red.  ActulltKjpj 
red-red  orange.  '    .  s 

His  bank  had  ordered  half  a  million  dollaij ijithe,; 
worth  of  Steelease  open-offiee  panel  s\stems.  liin^, 
but  somew  here  along  the  line  someone  had  kei^v'^ 
in  the  wrimg  eolor  number.  -. 

"When  the  first  500  panels  eame  in!"  Mike  reclt-  \,, 
"the  pt)orgu\  at  the  bank  took  one  look  andneftv  - 

I 

1 


Steelcase 

III,  Ollit  I'  /  iiviiiiiiiiiriil  (  nm/hinv 


rhose  aren't  my  panels!  I  ordered  beige!"" 
carpeting  was  down,  the  walls  were  painted. 
)r  bucks  were  stained.  Important  client.s  would 
ling  to  see  the  installation  in  a  week.  Disaster. 
i  called  Jane  Williamson,  his  Steelcase 
id  she  got  on  the  phone  to  Dealer  Services 
nd  Rapids.  They  authorized  the  panel 
/  to  do  whatever  was  necessary  to  correct 
t  of  the  order,  but  the  500  red-red  orange 
that  were  already  at  the  bank  had  to  be 
)n-site. 

^riday,  the  factory  flew  in  1,800  yards  of 
abric.  Saturday  morning,  three  Steelcase 
;ians  from  the  Athens,  GA,  factory  arrived 


and  met  five  of  Waldners  installers  at  the  bank. 
They  set  up  an  assembly  line,  ripped  off  the  old 
fabric,  put  on  the  new.  By  Sunday  evening,  working 
around  the  clock,  they'd  completely  reupholstered 
all  500  panels. 

The  bank  was  up  and  running  by  Wednesday. 
While  the  banks  important  clients  toured  the  new 
installation,  Jane  and  Mike  took  the  guys  from 
Athens,  who'd  never  been  to  New  York  City,  to  see 
the  Statue  of  Liberty. 

"Steelcase  really  came  through  in  a  clutch 
situationT  Mike  says.  "It  was  an  amazing  job.  No 
other  manufacturer  could  do  that,  or  would." 

No  other  dealer,  either. 
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What  can  you 
expect  from  the  peopl 
ofBeUSout© 


Exf)ertise.  Experience 
Responsiveness.  And 
commitment  to  the 
customers  they  serve 

These  are  the  qualiries  of  tr 
men  ;ind  women  of  BellSouth.  I 
pie  dedicated  to  making  BellSoui 
one  of  the  leading  communicatii 
companies  in  the  worid. 

BellSouth  people  are  desigi 
ing,  installing  and  maintaining  s< 
phisticated  con"imunications 
systems  throughout  the  Souther 
and  in  more  and  more  places 
across  the  country. 

BellSouth  was  the  first  Bell 
holding  company  to  recombinej  j 
network  and  equipment  operatj 
so  that  customers  could  enjoy  a  [ 
gle  source  for  their  telecommui I 
cations  needs.  This  new  market! 
approach  is  making  it  easier  for  13 
,  tomers  to  do  business  with  , 
I  BellSouth. 

When  it  comes  to  commuj- 
cations  products  and  services, 
BellSouth  people  can  provide  tl. 
solutions  customers  have  a  righ  < 
expect  from  a  leader. 

For  more  information  on 
BellSouth,  call  1-800-522-2355. 


BELLSOUTH 
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ire  it  does — but  not  the  way  it  once  did.  After  another 
)latile  week  on  Wall  Street,  it's  clear  that  the  stock 
arket  is  becoming  divorced  ft*om  the  underlying 
:onomy.  The  bad  news: 
^pect  more  volatility.  '"^ 
le  good  news:  Count  % 
L  the  market  to  curb 
2  worst  excesses  of  the 
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Add  color  to  your  communications  and 
be  the  one  they  remember.  A  copy  center  with 
a  Kodak  ColorEdge  copier  can  do  it  in  minutes. 
Call  1 800  255-3434,  Ext.  151. 

Color  makes  the  difference.  Color  makes  your 
presentations,  reports  and  overheads  more 
memorable.  And  it's  quick  and  easy.  A  copy 
center  near  you— the  one  with  the  Kodak 
ColorEdge  copier-duplicator— can  copy  your 
color  originals,  or  even  add  color  to  your 
black-and-white  originals'.  ColorEdge  copiers, 
the  worlds  fastest  color  copiers,  deliver 
the  color  quality  you'd  expect  from  Kodak, 
23  times  a  minute.  Call  for  the  name  and 
address  of  the  color  copy  center  in  your  area. 

Kodak  ColorEdge  copier-duplicators. 
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PRODUCTION 

change  from  last  week:  0.1% 
Change  from  last  year;  1.3  7o 

185   


1967—100,  Four-week  moving  average 
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LEADING 

Change  from  last  week:  -0.2% 
Change  from  lost  year:  8.5% 
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176,1r 
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1989 


Oct. 
1989 


The  production  index  moved  up  slightly  for  the  week  ended  Oct.  7.  On  a 
seasonally  adjusted  basis,  output  of  paperboard,  paper,  steel,  coal,  lumber,  and 
electric  power  output  increased.  Auto  and  truck  production  were  down,  and  rail- 
freight  traffic  ond  crude-oil  refining  output  were  unchanged  from  the  previous  week. 
Before  calculation  of  the  four-week  moving  average,  the  index  jumped  to  176.2, 
from  174.9  in  the  week  before. 

BW  production  index  copyright  1989  by  McGraw  Hill  Inc 


210 


205 


200 


The  leading  index  declined  for  the  week  ended  Oct.  7.  The  index  begin^je 
fourth  quarter  a  little  sluggishly.  A  large  jump  in  the  week's  business  failuresW 
slower  growth  in  real  estate  loans  slightly  offset  higher  stock  prices  and  fiei 
growth  rates  for  materials  prices  and  M2.  Long-term  bond  yields  were  flat  fo.T6 
week.  Prior  to  calculation  of  the  four- week  moving  average,  the  index  wa^  ^ 
changed  at  a  level  of  220.3. 

Lending  index  copyright  1989  by  Center  tor  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ago 

Change 
year  ago 

STEEL  110/14)  thous.  ot  net  tons 

1,828 

1,843 

1.4 

AUTOS  (10/14)  units 

139,359 

132,764r# 

-1 1.0 

TRUCKS  (10/14)  units 

61,596 

62,228r# 

-22.4 

ElEaRIC  POWER  (10/14)  millions  of  kilowatt-hours 

49,959 

50,637  # 

-1.3 

CRUDE-OIL  REFINING  (10/14)  thous.  of  bbl./day 

13,438 

1 3,573  # 

-1.0 

COAL  (10/7)  thous.  of  net  tons 

20,087  # 

20,321 

1.7 

PAPERBOARD  (10/7)  thous.  of  tons 

730.1  # 

691. 5r 

1.2 

PAPER  (10/7)  thous.  of  tons 

761.0# 

745.0r 

2.6 

LUMBER  (10/7)  millions  of  ft. 

534.7  # 

536.6 

7.9 

RAIL  FREIGHT  (10/7)  billions  of  ton-miles 

19.8ff 

19.9 

0.5 

Sources:  Americon  Iron  &  Steel  inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA'',  Association  of 
Americon  Roilroods. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (10/18) 

142 

145 

127 

GERMAN  MARK  (10/18) 

1.85 

1.91 

1.79 

BRITISH  POUND  (10/18) 

1.59 

1.54 

1.76 

FRENCH  FRANC  (10/ 18) 

6.29 

6.50 

6.12 

CANADIAN  DOLUR  (10/18) 

1.17 

1.18 

1.20 

SWISS  FRANC  (10/ 18) 

1.62 

1.68 

1.51 

MEXICAN  PESO  (10/ 18)^ 

2,607 

2,506 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  L 

.  S.  dollar,  e) 

cept  for 

PRICES  1 

Latest 
week 

Week    %  Change 
ago     year  ago 

GOLD  (10/ 18)  $/troy  oz. 

368.500 

361.050 

-10.4 

STEEL  SCRAP  (10/17)  #  l  heavy,  $/ton 

104.00 

104.00 

-16.8 

FOODSTUFFS  (10/161  mdex,  1967=  100 

212.4 

21 1.7 

-10.0 

C0PPER(10/14)(;,/Ib, 

138.3 

137.0 

3.3 

ALUMINUM  (10/ 14),. /lb. 

81.0 

80.3 

-23.6 

WHEAT  ( 1 0/ 1 4)  #  2  hard,  $/bu. 

4.24 

4.26 

0.7 

COTTON  (10/14)  strict  low  middling  1  - 1  / 1 6  in.,  ^/Ib. 

69.62 

69.93 

34.3 

Sources:  London  Wed.  fmal  setting,  Chicago  mkt..  Commodity  Research  Bureau 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

,  A1e(o/s 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


STOCK  PRICES  (10/13)  S&P500 


352.99 


355.65r 


CORPORATE  BOND  YIELD,  Aao  (10/13) 


8.95% 


9.02% 


INDUSTRIAL  MATERIALS  PRICES  (10/13) 


107.7 


107.4 


BUSINESS  FAILURES  (10/6) 


259 


203 


REAL  ESTATE  LOANS  (10/4)  billions 


$342.8 


$342.7r 


MONEY  SUPPLY,  M2  (10/2)  billions 


$3,160.9  $3,156.0r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (9/30)  thous 


333 


328 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100), 
Bradstreet  (failures  of  large  componies).  Federal  Reserve  Board,  Labor  Dept.  CISCR 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 


MONTHIY  ECONOMIC  INDICATORS 


Latest 

Month 

month 

ago 

HOUSING  STARTS  (Sept.)  annual  rate,  thous. 

1,263 

l,332r 

1 

INDUSTRIAL  PRODUQION  (Sept.)  total  index 

142.3 

142.4 

1 

RETAIL  SALES  (Sept.)  billions 

$145.2 

$144.5r 

R 

PRODUCER  PRICE  INDEX  (Sept.)  finished  goods 

114.1 

1  13.1 

Sources:  Commerce  Dept.,  Federal  Reserve,  Census 

Bureau,  BLS 

MONETARY  INDICATORS 


latest 
week 


Week 
ago 


I 


MONEY  SUPPLY,  Ml  (10/2) 

$789.3 

$782. 5r  ' 

BANKS'  BUSINESS  LOANS  (10/4) 

318.3 

314.8r 

FREE  RESERVES  (10/4) 

86 

 -r 

290r  1-7 

NONFINANCIAL  COMMERCIAL  PAPER  (10/2) 

129.3 

126.9  js 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  \ 
a  two-week  period  in  millions). 

ree  reserves. 

which  are  exprJN 

 i 

MONEY  MARKET  RATES  Ll 

Latest 
week 

Week  ^ 
ogo  B 

FEDERAL  FUNDS  (10/17) 

8.70% 

8.91  %  m 

PRIME  (10/18) 

10.50 

10.50  is 

COMMERCIAL  PAPER  3-MONTH  ( 1 0/ 1 7) 

8.35 

8.54  m 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/18) 

7.91 

8.16  i 

EURODOLLAR  3-MONTH  (lO/i  i) 

8.80 

9.02  W- 

ins 
erica 

"31 
'ililll 


^jsa^c,  ill 
'^I'i'fit 


Sources:  Federal  Reserve  Board,  First  Boston 


i  #  Raw  dato  in  the  production  indicators  ore  seosonolly  ad|usted  in  computing  the  BW  inde> 
I     1  =  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.         3  =  Free  moi 


(chort);  other  components  (estimated  ond  not  listed)  include  machinery  and  defense  er'" 
ket  value        N A— Not  available        r  =  revised        NM  =  Not  meaningful 
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he  book  that  blows  the  lid  off 
le  S&l  industry  and  lags  bare 
e  biggest  banli  heist  in  historg 


he  grim  headlines  reporting  the 
of  S&Ls  across  the  coun- 
neath  the  tedious 
ts  about  "bail-outs" 
len  the  lines  of  Presi- 
h's  multi-billion  dol- 
isal. . .  lies  one  of  the 
jcking  and  absorbing 
luman  greed  and  cor- 
ever  recorded.  And 
}b  brings  together— for 
time  ever— the  entire, 
lated  story.  Discover: 

[  Why  deregulation 
otthe  ''thrifts'' 
I  up  asamulti- 
n-dollar  bust,  inside 

)s  the  seven  years  of  looting 
ted  after  deregulation  — loot- 
/ent  unheeded  by  politicians  in 
[on  who  received  fat  campaign 
5  from  the  culprits  back  in  their 
tricts. 

I  How  the  Matia, 
corrupt  otticials, 
isers,  auditors— even 
Icalers-wallied  away 
mcrica's  hard-earned 

|S.  Inside  Job  introduces  you 
ncial  hit-and-run  fraternity  (see 
'  Gallery")  that  capitalized  on 
■y  weaknesses  and  thoroughly 
ie  industry  Yet  few  of  these  men 
n  forced  to  repay  what  they  stole 
even  a  day  in  jail! 

1  Which  prominent 

political  tiyures 

I  their  backs  on 

itors,  trying  to  clean 

e  industry,  inside  Job 
imes  and,  hold  onto  your  hats, 
ist  includes:  Former  Speaker  of 
e  Jim  Wright,  Senators  Cran- 
oncini,  and  Glenn,  Former  White 
lief  of  Staff  Donald  Regan,  and 
re. 


A  ROGIES' GALLERY 

Here's  the  lineup  of  some  of  the  con  artists: 


MIKE  RAPP  (A  K.A  Michael 
Hellerman)  was  booted  out  of 
New  York's  securities  busi- 
ness, brokered  for  the  mob, 
then  turned  and  sent  90  racke- 
teers and  mobsters  to  jail  By 
the  mid-80's,  he  himself  had 
conned  millions  from  thrifts 
across  the  country,  using  his 
new  federally-provided  identity 


UPI  /  Bettmanii  Newsphoio5 


HERMAN  BEEBEwas  linked  to 
almost  every  dying  S&L  in  Lou- 
isiana and  Texas  and  was  a 
buddy  of  the  most  powerful 
politicians  in  those  states.  He 
was  charged  with  $30  million 
in  fraud  involving  16  thrifts. 


Lee  Shlvely  /  The  Stitevcpofi  Tlm« 


MARIO  RENDA:  The  S&L's 
own  "Typhoid  Mary,"  this 
former  dance-teacher-turned- 
deposit-broker,  passed  $6  bil- 
lion through  160  banks  and 
thrifts,  104  of  which  have  since 
collapsed. 


_      What  you're 

being  asked  to  pay  tor 

other  people's  greed 

-andwhg  the  fiasco 

might  happen 

again.  No  matter  how 
good  one's  accountant,  it's 
going  to  cost  every  American 
taxpayer  at  least  $2,000  to 
balance  the  checkbook,  and 
Congress  is  considering 
right  now  radical  bank 
deregulation  that  can 
cause  an  even  larger 
catastrophe.  How  can 
we  stop  the  madness? 
Get  Inside  Jo/j  for  the 
answers   and  the 
inside  story  today 
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EDITOR'S  MEMO  I 

USINESS  WEEK  has  always  made 
>a  special  effort  to  cover  news 
'and  trends  on  the  campuses  of 
top  business  schools — and  recently  we 
have  expanded  that  coverage.  In  1986, 
we  put  Harvard  B-School  on  our  cover. 
Last  November,  we  published  a  cover 
story,  "The  Best  B-Schools,"  that 
ranked  the  Top  20  graduate  schools 
and  provided  an  in-depth  account  of  the 
changing  face  of  busi- 
ness education. 

The  Top  20  issue  was 
a  remarkable  success.  It 
sold  about  40%  more 
newsstand  copies  than 
the  average  issue  and 
was  the  best  seller  of 
any  regular  BUSINESS 
WEEK  last  year.  The 
rankings  also  made 
headlines  in  newspapers 
from  coast  to  coast  and 
generated  a  flood  of 
thoughtful  letters  from 
executives,  educators, 
and  students. 

Now,  we  have  taken 
our  coverage  of  busi- 
ness education  a  step  further  by  pro- 
ducing BUSINESS  week's  Guide  to  the 
Best  Business  Schools  (McGraw-Hill, 
186  pages,  paperback,  $12.95).  The 
book  extensively  examines  40  of  Amer- 
ica's best  graduate  schools  of  business. 

Profiled  are  the  original  Top  20,  plus 
20  other  highly  regarded  schools.  The 
second  20  includes  the  University  of 
Texas  at  Austin  and  the  University  of 
Southern  California,  which  have 
popped  in  and  out  of  the  Top  20  over 
the  years.  The  second  20  also  identifies 
a  number  of  up-and-comers  that  could 
break  into  the  Top  20,  such  as  Wash- 
ington University  in  St.  Louis  and  Case 
Western  Reserve  in  Cleveland.  This 
second  group  also  contains  a  number 
of  bargains,  as  you  will  see  in  an  arti- 
cle by  Monica  Roman  on  page  168. 
They  are  often  less  expensive — and 
getting  in  can  be  somewhat  easier. 

The  book  is  based  on  an  extensive 
survey  of  those  who  should  know  best: 
recent  MBAs  and  corporate  recruiters 
who  try  to  identify  and  hire  the  best 
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THE  BEST 
BUSINESS 
SCHOOLS 

  Ranfdng  America's  top  B-Schools 

In-Deplh  Profiles  of  tlie  Besr  40  MBA  Prngrams 


and  the  brightest  graduates.  1 
Guide  describes  in  detail  each  schof 
strengths  and  weaknesses,  includ 
campus  atmosphere,  curriculum,  qu 
ty  of  teaching,  placement  offices, 
average  starting  salaries,  as  wellfjj 
the  cost  of  tuition,  room,  and  bosl 
Strong  programs  in  management,  iils- 
keting,   finance,  consumer  produi!?; 
consulting,  and  international  mana* 
ment  are  noted.  It^t 
many  schools,  there  ,t 
comments  from  recSt 
graduates,  too.  ' 

The  Guide  addresSg 
the  pros  and  cons  of 
ing  for  an  MBA,  howo 
pick  the  right  schnl, 
and  how  to  get  intern 
elite  one.  It  also  t  iJHOU 
the  prospective  stud  ^' 
how  to  prepare  for 
GMATs  and  for  the  in 
view  with  an  admissi 
committee.  And  fina 
the  Guide  includei 
chapter  on  part-ti 
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programs 


The  book  was  writ  ^fl^"- 


by  Associate  Editor  John  A.  Brj 
who  conceived  and  wrote  the  Top 
School  cover  story.  "Prior  ranki 
typically  relied  on  deans  and  faculty 
other  schools,"  says  Byrne.  "Th 
educators  had  often  not  even  vis: 
many  of  the  other  schools  they  w 
evaluating."  Under  Byrne's  direct 
the  magazine  sent  a  35-question  sur 
to  about  3,000  recent  graduates  an 
separate  survey  to  265  companies  t 
recently  recruited  MBAs. 

Byrne  was  assisted  by  Staff  Ed 
Roman,  who  wrote  many  of  the  scl 
profiles,  and  Editorial  Assistant 
leste  E.  Whittaker,  who  compiled  mj 
of  the  data. 

The  Guide  is  available  at  m 
bookstores.  It  may  be  ordered  di 
from  McGraw-Hill  by  calling  1 
MCGRAW. 
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mat  VIEW 

URITTE  MAKERS  

with  interest  the  trials  and  tribu- 
is  at  RJR  Nabisco  ("Running  the 
LBO,"  Cover  Story,  Oct.  2).  CEO 
Jerstner  may  be  one  of  the  last 
n  the  U.  S.  to  learn  that  tobacco 
tremely  hazardous  substance.  He 
problem  appointing  himself 
aan  for  50  million  Americans 
le  asserts  that  they  smoke  be- 
tiey  "enjoy"  it.  This  may  be  true 
le  smokers,  but  I  believe  that  if 
I  wasn't  so  addictive,  nobody 
smoke  it.  Gerstner  is  correct 
\e  states:  "Profitability  is  the 
iportant  thing." 

Thomas  Haley 
Pacific  Grove,  Calif. 

I)  SHOULDN'T  DO 

ESS'  DIRTY  WORK  

lew  York  Fed  President  Gerald 
rigan  is  having  the  regulators 
scounting  rules  to  "encourage" 
5.  banks  to  "extend  new  loans  to 
and  other  debtors  even  as 
writing  off  old  credits"  under 
,dy  Plan  ("The  Fed  lifts  the  Bra- 
1  out  of  its  sickbed,"  Top  of  the 


News,  Oct.  9).  This  defies  logic.  The  Fed 
and  the  Treasury  seem  to  be  overstep- 
ping their  authority  in  encouraging  the 
banks  to  lend  more  private  funds  to 
debtor  nations  to  avoid  the  threat  of  pos- 
sible congressional  retaliation. 

Since  more  funds  are  needed  to  avoid 
a  complete  disaster  in  many  Third  World 
countries,  these  funds  should  be  given 
as  grants,  and  the  President  and  Con- 
gress should,  in  a  straightforward  man- 
ner, come  to  the  taxpayer  for  the  funds 
needed.  They  would  then  have  to  answer 
to  the  voters  in  the  next  election  for 
their  current  fiscal  policies. 

James  J.  Canalichio 
Maple  Shade,  N.  J. 


*^^omputers  may  turn  the  world  into 
^lone  big  commodities  pit"  (Economic 
Viewpoint,  Sept.  11)  leaves  one  with  an 
impression  that  computerized  "electron- 
ic" sales  systems  offer  the  customer  the 
power  to  bargain  over  prices,  thus  lead- 
ing uniformly  to  a  shift  of  this  power 
from  the  suppliers  as  well  as  resulting  in 
a  more  efficient  marketplace. 

This  would  be  the  case  if  the  Marketel 
International-type  of  systems  were  intro- 
duced, permitting  a  choice  of  suppliers. 


However,  American  Hospital  Supply's 
sales  system  mentioned  in  the  column 
and,  even  more  prominently,  current  air- 
line-reservation systems,  have  the  oppo- 
site effect.  They  succeeded  by  a  variety 
of  means  in  locking  the  customers  into 
the  services  of  a  single  supplier.  They 
not  only  "fall  short  of  a  genuine  elec- 
tronic marketplace"  but  are  a  backward 
step,  producing  a  major  advantage  for 
the  supplier.  Even  electronic  markets 
may  be  "hijacked"  by  a  single  company 
that  manages  them,  with  resulting  inef- 
ficiencies, as  has  happened  already  with 
markets  for  certain  security  products. 

Vladimir  Zwass,  Editor-in-Chief 
Journal  of  Management  Information 

Systems 

Fairleigh  Dickinson  University 
Teaneck,  N.  j. 

WHY  DID  PRICE  WATERHOUSE 

AND  ARTHUR  ANDERSEN  BREAK  UP? 

Regarding  the  termination  of  Price 
Waterhouse's  merger  discussions 
with  Arthur  Andersen  ("Why  Andersen 
dumped  Price,"  Top  of  the  News,  Oct.  9), 
the  two  firms  mutually  and  cordially  de- 
cided to  end  the  discussions.  No  one 
dumped,  and  no  one  was  dumped. 

The  assertion  that  Price's  "unfunded 
obligations  to  a  retirement  fund  killed 
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the  deal"  is  unfounded.  By  far  the  great- 
est stumbhng  block  was  the  regulatory/ 
audit  independence  issue  and  its  related 
impact  on  the  structure,  governance, 
and  ultimately  the  client-service  effec- 
tiveness of  a  combined  firm.  Business 
relationships  that  Andersen  Consulting 
has  with  several  of  our  audit  clients 
would  have  impaired  our  independence 
of  those  clients  and  restricted  our  future 
markets  for  audit  and  tax-consulting  ser- 
vices. A  Sept.  14  action  by  SEC  Chairman 
David  Ruder  specifically  deferred  con- 
sideration of  a  petition  that  would  have 
permitted  certain  of  those  relationships. 
We  believed  that  to  consider  merging  in 
this  uncertain  regulatory  environment 
would  have  violated  our  historic  commit- 
ment to  all  of  our  clients. 

While  our  partner  retirement  plan  sets 
a  higher  level  of  profit-sharing  than  An- 
dersen's, the  figure  cited  [$1  billion]  is 
preposterous,  and  the  allegations  do  not 
recognize  that  retirement  plans  of  pro- 
fessional-service firms  take  the  form  of 
continued,  albeit  significantly  reduced, 
participation  by  retired  partners  in  the 
firm's  profits  if,  as,  and  when  earned. 

The  statement  that  "Coopers  &  Ly- 
brand  turned  down  a  Price  overture  last 
spring"  is  a  complete  fabrication.  We 


made  no  such  overture,  and  there  was 
no  such  turndown. 

Shaun  F.  O'Malley 
Chairman  &  Senior  Partner 
Price  Waterhouse 
New  York 

Editor's  note:  Clearly,  Price  Water- 
house  and  Arthur  Andersen  have  very 
different  vieivs  of  why  their  proposed 
merger  was  called  off.  Both  views  were 
reflected  in  the  story. 

IT'S  A  PC,  IT'S  A  TV— 

ACTUALLY,  IT'S  A  VCR  

Your  excellent  feature  on  multimedia 
computing  ("It's  a  PC,  it's  a  TV — it's 
multimedia,"  Special  Report,  Oct.  9)  was 
misleading  in  one  regard:  CD-I,  or  Com- 
pact Disc-Interactive,  is  more  akin  to  a 
super-special  vcR  than  a  computer. 
While  it  uses  sophisticated  computer 
technology,  it  is  aimed  at  buyers  of  vid- 
eotapes, videodisks,  and  audio  compact 
disks.  This  is  illustrated  by  the  fact  that 
Sony  recently  moved  its  CD-I  group  from 
its  computer  division  to  home  video. 

Andrew  Bonime,  President 
Infotainment  Ltd. 
New  York 


THE  CEREAL  GAME  MAY 
BE  MORE  Of  A  KELLOGGOPOLY  i 

In  reference  to  your  magazine'sj 
scription  of  the  cereal  industry 
near-oligopoly,  if  that  business  is 
full-fledged  oligopoly,  one  stretche| 
name  an  industry  that  is  ("Big 
growing  fat  on  oat  cuisine,"  Top  o^ 
News,  Sept.  18). 

An  industry  with  four  companies  I 
trolling  407o  of  production  may  h\ 
oligopoly.  The  bar  graph  in  the  arf 
shows  one  company  controlling  40%| 
four  companies  857c.  There  followf 
the  classic  market  inefficiencies:  abs 
of  price  competition,  bloated  advert! 
costs,  exclusion  of  new  competitors,[ 
a  very  small  share  of  total  revenujj 
tributed  to  actual  production. 

Ronald  G.  Woodi 
Professor  of  Hisi 
Lock  Haven  Unive)| 
Lock  Haven  S 


Letters  to  the  Editor  should  be  sent  to  Re|i| 
Report,  Business  Week,  1221  Avenue  of  ttie  /fi 
cas,  New  York,  N  Y.  10020.  Fax:  (212)  512-^ 
Telex:  12-7960,  IntI,  4998204  All  letters  miHi 
elude  an  address  and  daytime  and  eveningSi 
phone  numbers.  We  reserve  the  right  to  edit  "& 
for  clarity  and  space. 


Whether  your 


building  plans  call 


for  a  functional  approach  or  an  elaborate  design, 


keep  Butler  in  mind.  Our  building 


products  and  systems 


are  preferred  by  more  architects,  developers  f^^^ei  nu 

and  owners  around  the  -—M 
world.  CaU  1-800-232-3794  and 
find  out  why  more  people  are  saying.  That's  a  Butler  Building!" 

gid  Standards.  Flexible  Designs. 


BUTLER 
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He  grew  up  on  beluga  caviar  and  Bizet's  Carmen. 


He  had  a  champion  King  Charles  spaniel 
and  a  '52  roadster  named  Wanda. 


He  had  Europe  at  his  feet  and  the  world  at  his  door 


But  he  never  had  a  Waterman. 


How  could  I  have  known  he  had  been  so  deprived. 


s  write.  A  Waterman  pen  expresses.  For  more  than  a  century,  this  distinction  has  remained  constant.  In  the  precise,  painstaking 
\,for  example.  In  the  meticulous  balancing.  In  layer  upcm  layer  of  brilliant  lacquers,  in  accents  gilded  with  precious  metal, 
who  desire  such  an  instrument  of  expression  f\  will find  Waterman  in  a  breadth  of  styles,  prices  and finishes. 

Waterman 

 PARIS  — —  

©        Waterman  Pen  Company 


The 

ProSpeed"386 
desktop  PC. 


To  understand! 
its  massive 
power, 


In  the  past,  people  who  were 
serious  about  their  computers 
have  had  a  serious  dilemma. 

They  could  either  buy  a  pow- 
erful desktop  and  give  up 
any  thoughts  of  portability.  Or 
get  a  laptop,  and  forget  about 
expansion  and  connectivity 
capabilities. 

But  never  could  they  find  a 


Computers  and  Commurncalions 


computer  flexible  enough  to 
give  them  both. 

Until  now.  With  the  ProSpeed 
386  from  NEC. 

As  you'd  expect  from  a  pow- 
erful 386  desktop,  it  runs  at 
a  swift  16MHz,  has  seven 
expansion  slots  and  up  to  four 
drives.  So  it  can  handle 
anything  you  throw  its  way. 

And  when  you  want  to  take  it 


on  the  road,  it's  still  a  high- 
powered  computer.  The  laptc 
unit  is  available  with  either  a  i 
or  100MB  hard  disk.  It's  also 
battery  operated  and  has  up  to  1 
megabytes  of  memory.  There's 
even  a  paper-white  Monograpj^tij,..  _ 
screen  with  VGA  text/EGA 
graphics  resolution  that  pro-l  i!,,-^^^. 


you  have 


he  readability  and 
cs  capabilities  of  a 
sed  CRT. 

his  and  total  connec- 
•apability,  too.  When 
nt  to  turn  it  back 
desktop,  you  merely 
le  computer  into  a 
Docking  Station"  that 
eaves  your  desk. It 
s  two  standard  drive 


bays  as  well  as  the  capacity 
for  four  full-sized  cards.  So  in 
a  matter  of  seconds,  you're 
fully  integrated  back  into  your 
office. 

No  manual  reconfiguring. 
No  phone  lines  to  connect. 
No  cable  hookups. 

What's  more,  for  a  computer 
with  this  kind  of  flexibility, 


the  price  isn't  a  hassle  either. 
So  if  you'd  like  us  to  continue 
taking  the  ProSpeed  386  apart, 
call  NEC  Home  Electronics  (USA) 
Inc.  at  1-800-FONE-NEC. 
Or,  if  you'd  like  to  dissect 
it  yourself,  call  for  product 
literature  at  1-800-826-2255. 
In  Canada,  call  1-800-268-3997. 


SEC 


LIAR'S  POKER:  RISING  THROUGH  THE  WRECKAGE  ON  WALL  STREET 

By  Michael  Lewis 
Norton  •  249pp  .$18.95 


BONFIRE  OF  THE  INANITIES 
AT  SAIOMON  BROTHERS 


I get  dozens  of  brokerage  house  re- 
ports every  week,  and  only  one  have 
I  ever  bothered  to  put  on  my  bulletin 
board.  Dated  Oct.  17,  1986,  it  is  from 
Salomon  Brothers.  The  title:  Fixed-In- 
come Investment  Opportunities:  Creat- 
ing High-Yielding  Synthetic  Commer- 
cial Mortgage-Backed  Floating-Rate 
Notes  Through  Interest  Rate  Su^aps. 

I  never  wrote  about  that  subject,  nor 
did  I  save  the  report  thinking  I  would. 
To  me  it  meant  that,  in  a  company  that 
could  dream  up  such  an  idea,  something 
was  out  of  control.  Now  comes  Liars 
Poker:  Rising  Through  the  Wreckage 
on  Wall  Street,  an  entertaining,  insidey, 
and  insightful  look  at  "Solly"  by  Michael 
Lewis,  a  former  Salomon  Brothers  bond 
salesman.  Lewis  never  mentions  the  in- 
vestment opportunity  that  still  graces 
my  bulletin  board,  but  there's  enough 


in  his  story  to  confirm  my  suspicions. 

Much  of  the  material  could  fit  into  a 
comic  novel.  Publicists  have  been  pro- 
moting the  book  as  the  nonfiction  coun- 
terpart of  Tom  Wolfe's  The  Bonfire  of 
the  Vanities,  and  they're  right.  Wolfe 
provides  just  a  glimpse  of  the  bond  trad- 
ing room  where  smug,  swaggering  Sher- 
man McCoy,  a  self-described  Master  of 
the  Universe,  moves  the  levers  that 
move  the  world.  But  Lewis  provides  a 
view  so  vivid  you  can  almost  see  the 
sweat  dripping  from  the  traders'  brows. 

From  inside,  mighty  Salomon  Broth- 
ers looks  like  Animal  House.  In  trading- 
floor  banter,  the  "f-word"  precedes  most 
nouns  and  verbs.  Newcomers  endure  hu- 
miliation from  veterans  only  a  few  years 
older.  The  mortgage  traders  are  a  raun- 
chy bunch  of  boors  who  pig  out  on 
cheeseburgers  and  pizzas  when  they're 


not  scalping  thrifts.  The  lean-and- 
government  bond  traders  are  a  si 
bunch  who  compete  in  triathlons  an| 
tofu.  Characterizing  the  bond  traj 
macho  culture,  Lewis  describes  CEO 
Gutfreund  challenging  one  trader 
million  hand  of  liar's  poker — a 
played  with  the  serial  numbers  on 
bills — and  being  outbluffed.  Sak 
Brothers  denies  the  story. 

Joining  the  company  as  a  25-yed 
trainee,  Lewis  found  that  some  o( 
126  peers  in  Solly's  "boot  camp" 
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3ve  firing  spitballs  from  the  back 
•  insulting  guest  lecturers.  They 
nosed  the  department  heads  they 

would  draft  them  later  and 
I  those  they  hoped  wouldn't.  Real 
•ade  bonds  and  mortgages,  they 
d;  trading  stocks  is  for  wimps, 
e  many  of  his  classmates  had 
asted  after  Wall  Street  careers, 

had  majored  in  art  history  at 
;on.  Then,  while  working  on  a 
■'s  degree  at  the  London  School  of 
nics,  he  lucked  into  a  Salomon 


Brothers  interview.  "I  certainly  had  no 
fixed  idea  of  what  to  do  when  I  graduat- 
ed from  college,"  he  writes.  "And  Wall 
Street  paid  top  dollar  for  what  I  could 
do,  which  was  nothing." 

After  spending  some  time  as  "a  wait- 
er and  a  punching  bag"  for  traders  in 
New  York,  Lewis  shipped  off  to  London 
to  make  cold  calls  to  European  money 
managers.  Rookies  such  as  Lewis, 
known  on  the  trading  floor  as  "geeks," 
work  smaller  accounts — those  that  man- 
age several  million  dollars  rather  than 
hundreds  of  millions — lest  they  "blow 
up"  a  really  important  customer.  Solly's 
traders,  says  Lewis,  often  unload  their 
mistakes  on  naive  salesmen.  If  a  trade 
turns  out  badly  for  a  client,  geeks  can't 
complain. 

But  Lewis,  with  guidance  from  some 
traders,  soon  figured  out  what  success- 
ful brokers  have  known  for  years:  Any- 
one who  can  spin  a  story  can  prosper 
"inventing  logical  lies" — dreaming  up 
plausible  explanations  for  why  the  mar- 
ket is  up  or  down.  And  some  money 
managers  Lewis  dealt  with  proved  as 
gullible  as  Park  Avenue  doctors.  With 
his  gift  of  gab,  Lewis  soon  plugged  into 
several  of  the  largest  pools  of  money  in 
Europe.  "I  had  never  managed  money," 
he  admits.  "I  had  never  made  any  real 
money. . . .  Yet  I  was  holding  myself  out 


as  a  great  expert  on  matters  of  finance." 

Lewis'  crowning  achievement  was  sell- 
ing $86  million  of  previously  unsalable 
bonds  by  convincing  a  French  client  that 
the  bonds  were  so  shunned  by  investors 
that  they  had  to  be  a  steal.  The  trade 
netted  $2  million  and  prompted  the  "Hu- 
man Piranha,"  an  otherwise  unnamed 
trading  mogul,  to  bestow  on  Lewis  his 
highest  accolade:  "Big  Swinging  Dick." 

While  Lewis'  star  was  rising,  Solly's 
fortunes  were  declining.  Well  before  the 
stock  market  crash,  the  bond  rally  lost 
steam,  and  the  firm's  bottom  line  was 
hurt.  Internal  factions  went  to  war,  and 
many  stars  quit  or  were  forced  out.  Gut- 
freund  even  had  to  defend  his  turf 
against  a  threatened  takeover. 

In  late  1987,  Lewis  was  notified  that 
his  bonus  was  $225,000 — extraordinary 
for  a  second-year  employee.  Yet  a  month 
later,  he  quit.  The  big  bucks,  he  says, 
were  to  buy  his  allegiance.  "But  how 
can  you  speak  of  loyalty  to  the  firm,"  he 
asks,  "when  the  firm  is  an  amalgam  of 
small  and  large  deceptions  and  riven 
with  strife  and  discontent?" 

No  doubt  many  Salomon  Brothers  em- 
ployees will  take  exception  to  Lewis' 
devastating  assessment  of  the  firm.  But 
I  suspect  some  will  quietly  admire  his 
honesty.  By  leaving,  Lewis  passed  up 
what  probably  was  his  best  shot  at  ever 


Guess  who  already  made 
a  fax  when  airmail 
from  San  Francisco  to  Hong 
Kong  took  96  hours? 


It  weighed  a  ton.  It  was 
slow  as  molasses.  And  it 
was  decades  ahead  of  its 
time. 

It  was  called  the  North 
American  FM  Transmitter. 

Of  course  being  there 
early  had  its  advantages. 

It  gave  us  plenty  of  time 
to  turn  Toshiba  fax  into  the 
high-tech  masterpiece  it  is 
today.  The  fact  is,  we  lead 
the  mdustry  in  the  design 
and  development  of  such  key 
facsimile  components  as 
image  sensors  and  scanner 
image  processors.  (Overall, 
we  registered  more  patents 
in  the  U.S.  last  year  than 
IBM  or  Xerox.) 

Now  that  you  know  how 
long  we've  been  ahead  of  the 


pack,  try  Toshiba  fax  and  \ 
discover  something  for 

yourself.  } 

Practice  makes  perfect.  ) 

And,  if  you're  buying  or 
upgradmg  a  facsimile  sys- 
tem, our  free  Management  .; 
Reports  should  suit  you  per-  ] 
fectly  Call  1-800-T-FAXING.  j 


Get  the  FREE  fax 
report  that's  right  for 
I       your  business.  ' 
I  Call  1-800-T-FAXING  I 


In  Touch  with  Tomorrow 

TOSHIBA 

Facsimile  Systems 


First  , 
Anniv^reatjfe- 


Second 
Anniversary. 


Third 
Anniversary. 


Fourth 
Anniversary. 


While  she  accepts  the  fact  that 
you  never  promised  her  a  rose  garden, 
isn't  it  time  you  stopped  trying 
to  give  her  one? 


This  year,  tell  her  you'd  marry  her  all  over  again. 
The  Diamond  Anniversary  Band. 


A  diamond  is  forever. 


Suggested  retail  price  for  rings  $2.000-$2.360. 
For  more  information,  call  800  922-9877. 


V.  SINCE  liSO 


FIDELITY  CAPITAL  APPRECUTION  FUND 


7 


BeattheS&P500 
by  Over  2  to  1! 


Fidelity  Capital  Appreciation  Fund  re- 
turned 80.55%  since  it  began  on  11/26/86- 
over  twice  the  S&P  500  for  the  same  period! 
The  fund  aggressively  seeks  growth  by  invest- 
ing primarily  in  common  stocks  in  many 
industries.  Share  price  and  return  will  vary, 
and  you  may  have  a  gain  or  loss  when  shares 
are  sold.  But  compare  our  record  to  the  S&P 
500.  And  consider  Capital  Appreciation  Fund! 

'Fund  iM'al  rcluriis  are  historical  and  intludt-  change  in  share  price,  remveslment  (if  dividends  and  capi- 
tal !;ains,  and  the  effect  of  its  2%  sales  charge  and  1 X  redemption  fee.  Figures  for  the  S&  P  SOO  (a  regis- 
tered !r;uleiiiark  :  if  Standard  &  Foors(,orp(  nation)  an  unnianaged  index  of  common 
.stock  |ir:(  i-s     .i,:di'  reinvcslmenl  ol  dn  iilcnds 


Capital  Appreciation  Fund 

Cumulative  Return' 
Life  ot  Fund 
85%n    80,55%    to  6130189 

45%- 

39  80% 

0  - 

FUND 

|s&P50o| 

Avg.  Annual  Returns* 
1  yr  23.04%  Life  of  Fund  25.55% 


Fidelity  Capital  Appreciation  Fund,  for  more  compii  te 

information  iiicluaing  management  lees  and  expenses,  plea.se  call  or  write  tor  a 
free  prospectus  Read  it  carefully  hefore  vou  invest  or  send  money.  Fidelity  Dis- 
tributors Corporation  (Ceneral  Distribution  ,\gent),  FO  Box  (iddiidl  Dallas,  TX 

^^^'"^-'"'"■^  Call  today:  FiHelity 
1-800-544-6666  mvesimems 

It  CODE:  BW/CAF/103089 


becoming  a  millionaire.  But  the  rest; 
us  are  richer  for  his  having  written  H 
book.  Liar's  Poker  does  indeed  rlk 
with  Bonfire  as  a  contribution  to  k 
history  of  a  wild  and  colorful  era  win 
the  financial  markets  ran  amok. 

BY  JEFFREY  M,  LADER 
Laderman,  who  covers  the  financial 
kets,  wants  to  meet  the  Human  Piran, 


BOOK  BRIEFS! 


FARM:  A  YEAR  IN  THE  LIFE 
OF  AN  AMERICAN  FARMER 

By  Ricnard  Rhodes 

Simon  &  Schuster  •  336pp  .$19  95 


Like  the  soil  that  the  characteniri 
his  book  work,  Richard  Rhod'.'s 
Farm  is  rich  in  texture.  On  the  t 
face,  it  is  the  tale  of  a  year  on  a  Mis;to 
ri  farm,  a  journey  through  the  seasj 
and  cycles  of  American  agriculture 
also  an  extended  essay  on  man's 
with  nature  that  requires  readers  to 
think  their  ideas  about  farming. 

Rhodes  captures  U.  S.  agricultun 
the  end  of  a  disaster:  the  1980s  bust 
followed  the  boom  of  the  1970s.  V 
land  values  half  what  they'd  been  a 
cade  before  and  bountiful  harvests 
dercutting  prices,  Tom  Bauer,  a 
styled  "plain  old  dirt  farmer,"  musi 
not  only  a  custodian  of  the  earth 
also  meteorologist,  veterinarian,  ele 
cian,  and  banker.  Rhodes,  winner  ( 
Pulitzer  prize  for  his  1988  The  Mah 
of  the  Atomic  Bomb,  eloquently  fraj 
the  farmer's  situation:  "Who  was  ye| 
be  scourged,  and  what  would  it  tak 
escape  that  winnowing,  to  survive?" 

Bauer  works  a  fall-to-summer  cyclj 
corn  and  soybeans  on  his  337  acres,  il 
wheat,  if  the  elements  cooperate.  Hg? 
provide  the  margin  that  makes  his  a  k 
cessful  enterprise.  All  the  hard  woih 
up  before  dawn,  in  bed  long  after  (jfl 
with  scarcely  a  break  in  between— jyi 
off,  sort  of.  In  the  year  Rhodes  tra| 
the  Bauers  net  less  than  $20,000. 

It's  not  enough  that  they  must  bij 
the  elements  and  the  inevitable  life-W 
death  struggles  of  plants  and  aninj 
There  are  complex  government  K 
grams  to  be  mastered,  such  as  Fr  _ 
payment-in-kind  certificates — and  \i  ^ 
buster,   an  erosion-prevention  sys:? 
But  while  others  around  them,  s 
mindful  of  the  dangers  of  debt  andh 
virtue  of  thrift,  are  failing  in  re|"' 
numbers,  Tom  and  his  wife  Sally  p 
vive.  By  book's  end,  they're  cutting  w 
tether  to  the  government,  gamtjil 
that,  with  prices  again  climbing, 
market  will  pay  them  more.  Cle;j)i 
Rhodes  is  convinced  that,  hard  timi 
not,  they  will  succeed. 

BY  TIM  S 
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"The  NP6650.  Award  for  Excellent  Overall  Copy  Quality" 
"The  NP8580.  Best  Overall  Performance  based  on 
Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 
"The  Canon  NP6650  is  the  mid-volume  copier  of  choice" 
"The  lab's  ever-skeptical  technicians  were  impressed  m 
with  its  (the  NP 1215)  performance" 

-Buyer  s  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

t  —American  Office  Dealer  7/89 

Nhm  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 
Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
our  over  5  million  copiers  produced  worldwide  prove  it. 


THE  CHOICE  IS  CANON 


For  more  information,  call  toll  free1-800-OK  CANON.  Or  write  Canon  U.S.A.,  Inc.,  PO.  Box  3900,  Peoria,  IL  61614 


e  1989  Canon  us  A.  he 
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GETTING  BACK 
TO  THE 
SPIRIT  OF 
GRAMM-RUDMAN 


BY  ALANS  BLINDER 


Congress  and  the  President 
have  proven  they  can't  be 
trusted  to  deal  with 
deficit-reduction  as 
responsible  adults.  So  should 
Gramm-Rudman  be  dumped? 

No.  But  it  must  be 
strengthened — and  protected 
from  meddling  children  in 
Washington 


ALArj  S.  BLINDER  IS  THE  GORDON  S  RENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
AUTHOR  OF  HARD  HEARTS.  SOFT  HEARTS 


The  experiment  failed.  The  Gramm- 
Rudman  Act  was  supposed  to 
force  politicians  to  follow  a  mul- 
tiyear  deficit-reduction  path  to  a  bal- 
anced budget  in  1991.  It  didn't.  In  1985, 
Congress  posted  an  interim  target  of  a 
$72  billion  deficit  for  fiscal  year  1989. 
But  the  1987  rewrite  of  Gramm-Rudman 
retreated  to  a  $136  billion  target  for  1989 
and  postponed  the  balanced  budget  to 
1993.  When  fiscal  1989  ended,  however, 
the  actual  deficit  stood  near  $160  billion, 
and  many  observers  expected  another 
rewrite  soon.  Sadly,  the  deficit  rose  in 
three  of  the  four  Gramm-Rudman  years. 

Should  we  repeal  the  law,  as  many 
now  say?  I  was  an  outspoken  critic  of 
Gramm-Rudman  from  the  start,  but  I 
now  think  we  should  keep  it — with  some 
modifications.  Why  the  change  of  heart? 
Did  the  objections  raised  in  1985  prove 
wrong?  Certainly  not. 

One  major  problem  was  that  the  law 
set  targets  for  the  actual  deficit  rather 
than  the  structural  one,  thereby  ignor- 
ing the  deficit's  strong  dependence  on 
the  economy.  Recessions,  for  example, 
breed  large  deficits  because  tax  receipts 
tumble.  If  we  slash  the  deficit  just  after 
a  recession,  as  Gramm-Rudman  pre- 
scribes, we  could  damage  the  economy. 
This  objection  is  as  valid  today  as  it  was 
in  1985,  but  economists  have  given  up 
trying  to  convince  Congress.  Fortunate- 
ly, the  U.  S.  has  not  had  a  recession 
under  Gramm-Rudman.  Maybe  our  luck 
will  hold  out. 

A  second  major  fear  was  that  Gramm- 
Rudman  would  replace  reasoned  debate 
with  political  brinkmanship.  It  has.  After 
the  first  year  of  Gramm-Rudman,  I 
wrote  in  this  space  that  "Congress  has 
complied  with  the  letter,  but  demeaned 
the  spirit,  of  Gramm-Rudman  by  adopt- 
ing a  disgraceful  list  of  accounting  gim- 
micks that  should  be  called  the  Smoke  & 
Mirrors  Act  of  1986."  Sound  familiar? 
The  only  thing  that  has  changed  since 
1986  is  that  Congress  and  the  Adminis- 
tration have  grown  more  adept  at  devis- 
ing budgetary  gimmicks — and  less 
ashamed  of  using  them. 
DEVIOUS  METHODS.  Politicians  now  dance 
to  the  one-year  budgetary  rhythm  of 
Gramm-Rudman  by  robbing  from  both 
the  future  and  the  past.  This  year's  defi- 
cit is  too  big?  No  problem.  Just  push 
some  of  the  spending  retroactively  into 
last  year's  budget  or  postpone  some  pay- 
ments into  next  year's  budget.  Presto! 
Your  problem  is  solved.  Thus,  we  have 
recently  been  treated  to  the  spectacle  of 
having  a  Pentagon  payday  shifted  from 
Oct.  1,  in  fiscal  1990,  to  Sept.  29,  in  fiscal 
1989.  And  we  have  listened  in  disbelief 
as  a  temporary  cut  in  capital-gains  taxes 
was  sold  as  a  deficit-reduction  measure, 
even  though  it  will  lose  revenue  in  the 


long  run.  Under  Gramm-Rudman's  r>i 
pic  accounting,  only  next  year  matt<3. 

So  why  preserve  Gramm-Rudna'. 
For  two  reasons.  First,  the  current  it 
sion  sets  a  reasonable  long-term  hwg 
target.  Given  the  projected  Social  Se<a 
ty  surplus,  a  balanced  budget  by  S 
should  mean  a  deficit,  excluding  S(ja 
Security,  of  about  $100  billion,  or  rorh 
ly  1.5%  of  the  gross  national  produ- 
right  in  line  with  historic  norms.  In 
hit  the  target,  declare  victory,  ande 
Gramm-Rudman  expire. 

Second,  after  four  years  of  poliea 
shenanigans,  I  no  longer  think  of 
gress  and  the  President  as  maturel 
sponsible  adults  who  can  solve  wha 
after  all,  a  fairly  small  economic 
lem.  Four  sorry  budget  cycles 
shown  that  our  elected  represental 
can  and  do  behave  like  children — the 
without  the  disarming  honesty  of  yd 
Reluctantly,  I  now  concede  the  neeq 
external  discipline. 

SAFEGUARDING  THE  PAST.  Can  we 

vide  it  while  avoiding  the  worst  exce 
of  Gramm-Rudman  budgeting? 
sm.all  changes  would  help. 

First,  leave  the  annual  deficit  tarl 
intact — but  redefine  them  to  applj 
both  the  current  budget  and  the  basl 
budget  two  years  later.  That  is  the  [ 
get  that  would  result  from  continl 
current  policies.  Thus,  for  example! 
President's  proposed  budget  deficilf 
fiscal  1991  would  have  to  be  less 
$64  billion  and  imply  a  deficit  of  no  ; 
than  $64  billion  in  the  baseline  bu 
for  1993.  Such  a  requirement 
make  it  harder  to  use  accounting 
micks,  tax  chicanery,  and  asset  said 
shrink  this  year's  deficit  at  the  expj 
of  the  future. 

This  proposal  may  sound  abstract] 
complicated,  but  it  is  neither.  Both 
Congressional  Budget  Office  and  01 
of  Management  &  Budget  now  rout;  it 
calculate  baseline  budgets.  All  we  (t 
do  is  give  these  numbers  a  central ). 
in  Gramm-Rudman  scorekeeping.  L 

But  what  about  tricks  that  steal 
the  past  rather  than  the  future?  Uv 
current  law,  any  amendment  that  thp> 
ens  to  break  the  Gramm-Rudman  cef 
must  be  accompanied  by  a  way  to; 
the  bills.  Congress  should  api)ly  thar 
quirement  to  the  combined  deficit  ' 
four  consecutive  budgets:  the  one  ul' 
consideration,  the  previous  one,  ancJ 
next  two  baselines.  Under  such  a  1 
members  would  gain  nothing  by  shi'' 
current  expenditures  into  last  year' 
next  year's,  budget. 

These  two  simple  changes  might  l|t 
the  letter  of  Gramm-Rudman  clos<i 
its  spirit.  They  would  also  create  a  if 
honest  budget  process — somethingJ 
citizenry  might  like  to  see. 
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NEW  LOOK. 
NEW  SERVICE. 

SAME 
PHILOSOPHY. 


The  beauty  of  JALs  new  look  is 
more  than  skin  deep. 

Beyond  it  you'll  discover  a  new 
spirit  of  change  and  a  host  of  innova- 
tive ideas  for  the  1990s. 


One  thing,  however,  will  never 
change.  JALs  dedication  to  service 
and  punctuality. 

A  philosophy  that  makes  a  world 
of  difference. 

Japan  Airlines 

A  WORLD  OF  DIFFERENCE. 


t 


conomic  Trends 


stock  purchase  plans  at  an  averageS 
count  of  5.2%  from  current  prices.  !||t  ''^ 
of  the  companies  were  banks,  wijl, 
smattering  of  real  estate  and  utility 
panies.  The  professors  earned  a  net 
it  of  $421,000.  If  they  had  invested 
lar  sums  in  the  Salomon  Brothers 
Stock  Index  (since  their  portfolio 
heavily  weighted  toward  bank  sto|§_  ,il 
they  would  have  made  a  profit  of 
$182,600. 

Besides  making  money,  the  profei 
had  another  reason  for  the  exercisf 
test  the  efficient-market  theory.  Tha 
iom  of  modern-day  finance  holds 
the  stock  market  is  such  an  "effic; 
processor  of  information  that  inve: 
cannot  systematically  profit  from  j 
able  information.  But  their  calcula 
show  a  way  of  consistently  beating 
market  by  using  public  information 

Some  caveats  are  in  order,  thougl 
vesting  in  discount  stock  purchase 
takes  time,  since  each  corporation 
differing  rules  and  companies  ten 
open  and  reopen  the  programs  de{| 
ing  on  their  capital  needs.  The  pre 
sors  also  wryly  note  that  they  ha? 
fun  putting  together  a  20-page,  si^ 
spaced  typed  schedule  of  capital  {ii 
and  losses  on  their  1985  tax  returns  Ji 
that's  a  lot  better  than  documeii 
straight  losses. 


BY  CHRISTOPHER  FARRELL 

THIS  CREDIT 
REPORT  MIGHT  COME 
AS  A  SHOCK 


It  has  become  axiomatic  in  Washington 
and  in  some  Wall  Street  circles  that 
it's  time  for  a  profligate  generation  to 
tighten  its  belt  and  rediscover  the  Cal- 
vinist  virtues.  The  American  consumer  is 
too  highly  leveraged  after  a  decade  of 
strong  spending  fueled  by  massive  bor- 
rowings, goes  the  conventional  wisdom. 
But  concerns  about  consumer  debt  and 
the  deterioration  of  credit  quality  may 
be  exaggerated,  according  to  Alison  A. 
Deans,  financial  services  analyst  at  Kid- 
der, Peabody  &  Co.  In  a  study  of  the 
credit-card  industry,  she  argues  that 
while  consumer  borrowing  has  risen  at  a 
nifty  clip  during  the  decade,  there  is  no 
need  for  alarm. 

For  one  thing,  the  statistic  to  look  at 
is  the  consumer-debt-to-asset  ratio.  Dean 
contends,  because  that's  the  number 
that  really  tells  you  whether  people  are 
carrying  too  heavy  a  burden.  And  from 
15.1%  in  1978,  the  ratio  increased  to 
about  17.57f  in  1988.  That's  hardly  a  sig- 
nificant increase,  she  says,  especially 
since  household  assets  are  measured  at 
book  value,  which  is  lower  than  current 
market  prices. 
Then,  too,  the  ratio  of  interest  pay- 


IS  CONSUMER  DEBT 
A  CAUSE  FOR  WORRY? 


78  79  '30  '81  '82  '83  '84  '85  '86  '87 
DATA:  KiOOER,  PEABODY  &  CO.,  BW  ESTIMATE 


ments  to  disposable  income  averaged 
2.3%  in  the  1970s  and  rose  to  a  2.7% 
average  in  the  1980s.  And  a  recent  Fed- 
eral Reserve  study  shows  that  45%  of 
consumer  debt  is  owed  by  the  wealthiest 
one-fifth  of  the  population  vs.  36%  for 
that  group  back  in  1977.  The  wealthy  are 
typically  the  least  hurt  during  a  reces- 
sion. All  in  all,  she  expects  consumers 
will  slow  down  the  pace  of  both  their 


borrowing  and  spending  in  the  1990s, 
but  the  ratios  she  watches  hardly  sug- 
gest a  dramatic  retrenchment. 


THE  TRADE  DEFICIT: 
PUTTING  THE  BLAME 
ON  BABY  BOOMERS 


The  nation's  trade  deficit  in  August 
hit  $10.7  billion,  and  for  the  year  it 
will  likely  come  in  at  about  $110  billion. 
But  if  a  new  study  is  right,  it's  going  to 
get  a  lot  better  in  the  years  ahead. 

In  the  latest  issue  of  the  Federal  Re- 
serve of  Dallas'  Economic  Review,  econ- 
omist John  K.  Hill  argues  that  demo- 
graphic forces  have  been  a  big  factor 
behind  the  trade  deficit  and  that  a  shift 
in  demographics  will  actually  cause  a 
trade  surplus  by  1995. 

The  baby-boom  generation  played  a 
major  role  in  causing  the  U.  S.  trade  def- 
icit, says  Hill,  because  the  surge  in  the 
work  force  put  huge  demands  on  em- 
ployers to  invest  in  plant  and  equipment 
needed  to  put  them  to  work.  The  baby- 
boom  generation  also  spent  a  lot  of  mon- 
ey on  cars,  TVs,  and  other  goods  that  it 
has  paid  for  by  borrowing. 

The  result  has  been  a  shortfall  in  ag- 
gregate savings,  with  overseas  investors 
making  the  transfer  of  needed  capital. 
But  as  the  baby-boom  generation  goes 
middle-aged,  it  will  save  more,  invest- 
ment needs  will  decline  as  the  labor 
force  grows  more  slowly  in  the  future, 
and  the  demand  for  foreign  capital  will 
taper  off.  Right  now,  the  trade  deficit  is 
about  2'A  of  gross  national  product.  Hill 
forecasts  that  the  trade  balance  will  hit 
the  breakeven  point  by  mid-decade  and 
become  a  surplus  equal  to  -V''  of  GXP  by 
the  year  2009. 


MAYBE  THE  MARKET 
ISN'T  SO 

'EFFICIENT'  AFTER  ALL 


Is  there  a  way  for  small  investors  to 
beat  the  market?  Yes,  say  two  Stan- 
ford professors.  And  what's  more,  they 
have  the  profits  to  prove  it.  Myron  S. 
Scholes  and  Mark  A.  Wolfson  show  that 
investors  can  win  by  buying  shares  in 
companies  that  offer  their  stockholders 
a  discount  to  purchase  additional  shares. 
Scholes  and  Wolfson  started  out  by  in- 
vesting a  meager  $7,000  of  their  own 
money  in  1984.  But  that  quickly  escalat- 
ed. In  total,  including  borrowed  money, 
they  put  in  some  $3.6  million  between 
1984  and  1988. 

They  invested  in  30  companies,  all  of- 
fering discount  dividend  reinvestment  or 
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THE  SHAPE 
OF  PAY  RAISES 
TO  COME 


The  end  of  the  year  isn't  all  thaf 
away,  and  most  employees  wi'i 
getting  a  modest  salary  hike  in  'i 
according  to  the  13th  annual  salaryi: 
vey  of  1,261  companies  by  empL* 
benefits  consultants  Hewitt  Associ^ 
Salaried  employees  should  averai 
5.4%  increase.  Ditto  for  salaried  emc 
ees  who  are  exempt  from  laws  requ'i 
overtime  pay,  and  other  workers  \ 
probably  get  5.2%.  Executives  shovt 
highest  average  expected  increas 
5.8%  (those  who  draw  up  the  guidci 
seem  to  benefit  the  most  from  tlr 
The  salary  increases  are  in  line  witt 
trend  since  the  mid-1980s  and  far  h' 
the  near-10%  hikes  of  the  late  1970i^: 
early  1980s.  ! 

Corporations  are  also  increasing!!' 
ing  compensation  to  company  pff 
mance.  According  to  Hewitt,  nearlyj! 
the  companies  in  the  survey  say  f 
now  use  some  type  of  incentive)! 
gram.  About  22%  of  the  companies  '( 
lump  sum  award;  14%  followed  a  sj- 
onetime  individual  recognition  re^il 
11%  use  individual  cash  profit  shsf. 
and  7%  reward  team  performance,  j 

1^ 
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ing  the  wheels  of  industry 
ng  these  days  takes  more 
capital-it  also  takes  a  steady 
)f  ideas  for  putting  that  t  api- 
best  use.That's  why  hundreds 
iipanies  whose  business  runs 
leels  have  turned  to  GE  Capi- 
r  financial  services, 
e  of  our  capital  ideas  paired 
ist-growing  East  and  West 
business  of  PenskeTruck 
ng  with  the  strengths  of  our 
ig  operations  in  the  country's 


interior  This  synergy  built  a 
nationwide  joint  \enture  that  has 
()\er55,()()()  \ehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
ica's railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Services  are  spared  not  only  the 
capital  investment,  but  also  main- 
tenance worries. 

Our  vehicle  fleet  management 
expertise  gave  us  the  capital  idea 
to  ofl'er  our  corporate  fleet  man- 


ager customers-whether  they 
lease,  own  or  reimburse-a  range 
of  \  alue-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
emplo\ee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  b\  Capital  ideas  for  inven- 
tory financing, working  capital  and 
real  estate  loans,  and  acc|uisiti()n 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckk)ad  of 
ideas  for  helping  \()u  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling. 

Not  Just  Coital 
C^tal  Ideas. 


Coital  Ideas 
getrdling 

at  GE  Ccff)itaL 


Qeaiiy,  we're  the  one  with  the  most. 

More  and  more  people  are  enjoying  home  entertain- 
ment products.  And  more  and  more  people  are  turning  to 
Hitachi  for  them. 

This  is  clearly  demonstrated  by  our  VM-S7200A  S-VHS 
video  camera.  Its  unique  MOS  image  sensor  provides  400 
lines  of  resolution.  There's  multiple  shutter  speeds.  A  built-in 
character  generator  Plus,  you  can  edit  and  mix  like  a  pro. 

Our  CT5582K  55"  high-performance  prqjertion 
television  boasts  500  lines  of  resolution  for  a  beautiful 
picture,  too.  It  features  an  intelligent  remote  control.  S-VHS 
input  Jack.  Built-in  surround  sound.  And  on-screen  picture/ 
sound  control. 

When  it  comes  to  home  electronics,  Hitachi  is  clearly 
the  one  with  the  most. 


riilachi  Sales  Corp.  of  America  401  West  Artesia  Blvd.  Compton,  CA  90220  Phone.  (213)  537-8383 
Hftischi  |HSC|  Canada,  Inc.  6740  Campobello  Road.  Mssissauga  Ont,  L5N  2L8  Phone;  (416)  821-4545 


turday  morning,  10  a.m.  A  white 
ickup  loaded  with  neatly  tied 
lastic  garbage  bags  pulls  into  a 
:  lot  in  Great  Falls,  Va.  A  man 
f  blue  jeans  and  a  khaki  shirt 
it  of  the  cab  and  begins  loading 
fs  into  a  garbage  truck.  It's  Oli- 
irth,  and  he's  not  disposing  of 
;d  documents.  He's  dumping  a 
worth  of  North  family  garbage 
rash  pile  of  the  rich  and  famous, 
s  not  alone.  Everywhere  around 
it  Great  Falls  Elementary  School 
uars,  Volvos,  and  Mercedes,  their 
and  plush  velour  seats  stacked 
rbage.  Young  boys  in  soccer  uni- 
nd  well-coiffed  ladies  amble  over 
Tucks  and  pitch  in  their  waste, 
m  their  faces. 

OURSELF.  What  would  Thorstein 
make  of  it?  It's  not  exactly  con- 

i  1  waste,  but  the  author  of  The 
of  the  Leisure  Class  would  cer- 
ave  a  field  day  here.  In  one  of 
3st  and  most  exclusive  suburbs 
lington,  where  houses  routinely 
$1  million  and  up,  the  locals  ad- 
this  bizarre  ritual.  For  $11  a 


month,  a  truck  from  a  private  service 
will  pick  up  the  garbage  from  their  door- 
steps. But  no — in  Great  Falls,  the  thing 
to  do  on  Saturday  morning  is  to  haul 
your  garbage  to  the  schoolyard  and  do  it 
yourself. 

Saturday  regulars  at  the  Great  Falls 
dump  and  another  in  nearby  Langley  in- 
clude Supreme  Court  Justice  Antonin 
Scalia,  top  lobbyist  Tom  Korologos,  Mac- 
Neil-Lehrer  Report  commentator  Roger 
Mudd,  former  Defense  Secretary  Frank 
C.  Carlucci  III,  and  Kenneth  M.  Duber- 
stein,  onetime  chief  of  staff  for  Presi- 
dent Reagan — not  to  mention  a  host  of 


top  lawyers,  consultants,  and  diplomats. 
A  few  members  of  Congress  usually 
turn  up,  too,  but  they  don't  like  to  talk 
about  not  being  in  their  districts  on 
weekends. 

Such  a  collection  of  the  moneyed  is 
bound  to  produce  commerce.  In  the 
spring,  there  are  azalea  sales.  In  the 
fall,  merchants  and  charities  hawk  chry- 
santhemums and  pass  out  brochures 
promoting  everything  from  investment 
advice  to  soccer  leagues.  In  October,  no 
self-respecting  local  politician  would 
miss  an  appearance  to  press  the  flesh, 
preferably  at  some  distance  from  the 
garbage  trucks.  "Most  people  just  think 
it's  a  hoot,"  says  Jean  Tibbetts,  presi- 
dent of  the  local  historical  society.  A 
visit  to  the  dump,  says  Korologos,  "is 
the  highlight  of  my  weekend." 

With  its  winding  roads  and  houses  set 
well  back  on  big  lots,  Great  Falls  feels 
more  like  the  country  than  a  small  town 
or  suburb.  The  dump  serves  as  a  com- 
munity center,  where  residents  can 
catch  up  on  local  gossip,  see  famous  peo- 
ple, and  sign  petitions.  It's  also  an  ex- 
cuse to  take  the  kids  to  the  nearby  7- 
Eleven  for  a  Saturday  morning  treat. 
"It's  a  social  thing  to  do,"  says  Fairfax 
County  Supervisor  Lilla  Richards.  "Ev- 
ery time  I  go  to  the  dump,  I  meet  a 
zillion  people."  Many  Great  Falls  old-tim- 
ers arrive  when  it  opens  at  8  a.m.  for 
what's  called  the  Men's  Club,  a  chance 
to  chew  the  fat  while  tossing  the  trash. 
The  laggards  have  until  1  p.m.  to  get  rid 
of  their  empty  foie  gras  tins. 
PRIVATE  GROUND.  The  peculiar  geogra- 
phy of  Great  Falls — named  for  a  dra- 
matic cataract  on  the  Potomac  River — 
has  produced  an  odd  community.  The 
river  turns  sharply  to  the  north  and  then 
to  the  west  here,  creating  a  burl  on  the 
map  that  has  escaped  the  rampant  devel- 
opment that  has  overrun  much  of  Fair- 
fax County.  The  community's  seclusion 
and  rural  atmosphere,  just  20  miles  from 
the  White  House,  has  attracted  big  mon- 
ey and  sent  land  prices  soaring. 

But  it  has  something  else:  a  fiercely 
independent,  mind-your-own-business 
mentality  that  attracts  all  kinds.  Olan 
Hott  owns  16  acres  now  worth  millions. 
He  spends  his  weeks  running  the  family 
business,  pumping  out  other  folks'  septic 
tanks.  Along  with  the  smart  set  and  the 
crusty  old  farmers,  Great  Falls  has  a 
large  community  of  American-born 
Sikhs,  who  shop  in  the  local  supermarket 
in  white  robes  and  turbans. 

In  the  1920s,  Great  Falls'  reputation 
for  privacy  attracted  bootleggers  who 
distilled  in  the  surrounding  woods  much 
of  the  illegal  liquor  for  Washington 
speakeasies.  More  recently,  this  is  where 
infamous  burglar  Bernard  Welsh,  who 
shot  cardiologist  Michael  Halberstam, 
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hy  18  cities  and  an 
tlie  21st  Century  fod 


Autorriai 


1/  mover.  Miami  International  Airport 


From  Miami  and  Seattle  to  Frankfurt 
and  Singapore,  millions  are  discovering 
transit  syste-ns  made  for  the  present 
and  designed  for  the  future.  They're  au- 
tomated people  movers  and  magneti- 
Cc)!iy  levitated  systems  called  M-Bahns, 
products  of  a  company  unique  in  the 


transportation  field:  AEG  Westing- 
house  Transportation  Systems. 

No  one  else 
combines  so  much  innovation 
with  so  much  experience. 

AEG  Westinghouse  Transportation 
Systems  combines  the  200  years 


^l.V'SviUi, 


experience  of  two  world  leader!|/,j,j^j^^^ 
a  pioneer  in  electronics  and  tranp*^^ 
tion  technology  and  WestingNSj^, 
company  with  a  proven  track  npf^^ 
systems  technology  and 
management.  {;[ 

u  'l 

Their  people  movers  na\ii\ 


liaif. 
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[>rts  didn't  wait  till 
1st  Century  transit. 


letlcally  levitated  tram,  coming  to  the  giant  Rhein-Main  Airport  at  Frankfurt.  W  Germany 

emselves  since  the  1960s. 


netically  levitated  M-Bahns 
a  reality  since  the  early  80s. 
ms  virtually  eliminate  noise 
on  and  can  cut  operating 
to  half. 

e  just  two  examples  of 


AEG's  innovative  technology  If  you'd 
like  to  know  more  about  them,  call 
us  at  (412)  655-5335.  Or  write  AEG 
Westinghouse  Transportation  Sys- 
tems, Inc.,  1501  Lebanon  Church  Rd., 
Pittsburgh,  PA  15236-1491.  Our  busi- 
ness is  the  future. 


AEG 

Member  of  the  Daimler-Benz  Group 
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Cut  your  roof 
maintenance' 
with  this 
simple  tooi. 


You'll  find  practical  solutions 
to  your  leaky  roof  problems  in 
a  FREE  special  issue  of  Building 
Profit  magazine,  "A  Roof  For  All 
Reasons."  It  includes  facts  on  tfie 
MR-24'''  standing  seam  roof  system' 
by  Butler— tfie  roofing  system  most 
specified  by  arcfiitects  and 
contractors. 

For  more  information,  call 
1-800-232-3794  or  mail  this  certifi- 
cate today  for  your  FREE  copy 


Mail  Certilicale  To 
Butler  Response  Center 
PO  Box  410619 
Kansas  City,  MO  64179 


few 


I  HAVE  APPROXIMATELY 
SQUARE  FEET  OF  ROOF  AREA 
Tlie  MR-24  roof  is  not  recommended  for  residential 
applications. 

NAME  


COMPANY. 
ADDRESS. 
CITY  


.STATE. 


.ZIP. 


PHONE. 


^BUTLE^^    ' 'Building  The  Best" 


FIGHT 
HEART 
DISEASE. 
KIDNEY 
DISEASE 


Supprt 
the  American 
.Diabetes 
Association. 


.J 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time. 


»meA 


It's  okay  to  dream. 

To  care.  To  smile.  To  remember.  Visit  the  Mii.seum  at 
The  John  F.  Kennedy  Library,  just  10  minutes  from  Downtown  Boston. 
Call  617-929-4523  for  more  information. 

rne  Museum  at  The  John  F.  Kennedy  Library.  Where  he  lives  on. 
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hid  out  for  almost  two  years.  W( 
built  a  fabulously  lavish  house  where 
lived  and  stashed  his  booty  until  the 
lice  nabbed  him. 

Spies,  however,  are  far  more  comr^ 
here  than  ordinary  criminals.  The  h( 
quarters  of  the  Central  Intellige 
Agency  is  just  down  the  road  in  La 
ley,  and  many  CIA  employees  live 
Great  Falls  or  golf  at  the  local  coui 
club.  Several  Tom  Clancy  spy  novels 
ture  a  drive  along  Georgetown  Piki 
winding  country  road  that  is  the 
drag  through  Great  Falls.  Partly 
cause  of  these  intelligence  ties,  the  a 


This  is  a  very  important  lo^ 
service  . . .  especially  to  thi 

who  view  it  as  the  social  jii 
center  of  the  Western  Wor 


.  If]  C2 


lincoiii 


also  has  a  large  community  of  weal 
Iranian  exiles,  including  some  of 
Shah's  family,  who  relocated  in  Gi 
Falls  after  the  1979  fall  of  the  S^ljth, 
Jihan  Sadat,  widow  of  the  Egyp' 
president,  is  also  a  local. 
DEAFENING  OUTCRY.  In  short,  you  d 
ask  ([uestions  in  Great  Falls.  And 
don't  mess  with  people's  garbage.  " 
pie  are  very  sensitive  about  securi 
says  supervisor  Richards.  Locals  lib 
see  their  garbage  safely  into  the  tn 
Then  it's  crushed  and  trucked  to  a  Is 
fill  in  Lorton,  Va.  National  Enqui 
don't  even  think  about  peeking  here. 

Many  in  Fairfax  County  say  Gi  Eincare 
Falls'  communal  waste  collecting  is  % 
expensive  anachronism.  The  dump 
of  14  originally  set  up  for  low-den 
areas.  Supervisors  from  more  crc 
parts  of  Fairfax  argue  that  the  couj».. 
could  save  $752,000  a  year  by  maWf 
Great  Falls  and  other  residents  pa 
private  service  for  garbage  pickup, 
like  everyone  else. 

But  every  time  the  county  talks  ab|i' 
killing  the  dump,  there  is  a  deaferlj 
public  outcry  from  the  Great  Falls 
People  pay  high  real  estate  taxes  hfi 
and  many  view  the  dump  as  their  (C 
direct  benefit.  "This  is  a  very  importi 
local  service  for  many  people,  especi'; 
to  old-timers  and  those  who  view  itt 
the  social  center  of  the  Western  Wor, 
says  Richards.  It  looks  as  though  Fr 
fax  County  is  going  to  have  to  live  \ 


the  dump.  Guys  like  Ollie  wouldn't  hj'j; 
it  any  other  way. 


BY  DOUGLAS  HARBRbI  "'^y!-® 
Correspondent  Harbrecht  found  a  housi 
could  afford  in  Great  Falls  during  a 
estate  slump  in  1982. 


\ 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


lAT  CHILL  IN  THE  ECONOMY 

M'T  BLOWING  IN  FROM  WALL  STREET 


^  nee  again,  Wall  Street  and  Main  Street  are  vying 
■  for  control  of  the  economy.  Following  the  stock 
F  market  crash  of  October,  1987,  Main  Street 
-to  the  surprise  of  many  economists.  The  expansion 
3  years  older  now,  and  economists  may  even  be 
This  time,  after  the  market's  bad  luck  on  Friday, 
13 — when  the  Dow  Jones  industrial  average 
ed  190  points — Main  Street  will  shrug  it  off  again, 
isumers  are  one  reason.  Retail  sales  in  September 
1  a  healthy  gain,  and  income  growth  is  strong 
:h  to  suggest  a  good  holiday  buying  season.  And 
,e  the  shocking  jump  in  producer  prices  in  Septem- 
nflation  remains  under  control,  particularly  since 
ction  capacity  is  no  longer  straining. 
it  important,  the  Federal  Reserve  Board  is  helping 
t  was  already  easing  credit  conditions  before  Fri- 
le  13th,  and  it  has  loosened  further  since  then.  That 
1  help  buoy  both  consumer  spending  and  housing. 

f,  THE      That's  not  to  say  all  is  well.  The  economic 
\NSION    .slowdown  that  began  earlier  this  year  has 
made  the  expansion  more  fragile  than  it 
was  two  years  ago — for  reasons  unrelat- 
gyrations  in  the  stock  market.  In  1987,  strong 
;h  in  consumer  and  capital  spending  and  in  exports 
lowering  manufacturing.  Today,  those  key  sources 
nand  are  all  slowing.  And  manufacturing  is  losing 
mtum:  Industrial  production  in  September  contin- 
tiis  year's  sharp  slowdown. 

One  of  the  biggest  problems 
the  economy  faces  is  a  direct 
result  of  the  economic  slow- 
down: Falling  corporate  profits 
threaten  to  expose  more  cracks 
in  the  economy's  debt-laden  fi- 
nancial structure.  That's  partic- 
ularly true  for  highly  leveraged 
companies,  which  were  doing 
fine  as  long  as  earnings  were 
growing. 
Signs  of  a  cooler  economy 


IRY  PRODUCTION 
m  TO  A  CRAWL 


OUTPUT  IN 
MANUFAGURING 


IV       I       II  III 
■89 

I  CHANGE  FROM  PREVIOUS 
R,  ANNUAL  RATES 

.  FEDERAl  RESERVE  BOARD,  BW 


hard  to  find.  The  trade  deficit  ballooned  in  Au- 
Housing  starts  fell  5.27'  in  September,  to  an  annual 
f  1.26  million — the  lowest  in  nearly  seven  years.  All 
t  drop  was  in  the  South,  though,  where  hurricane 
^e  may  have  depressed  building.  And  manufactur- 

showing  signs  of  strain. 

'X)ry  production  has  grown  at  a  progressively  slow- 
e  during  the  past  year  (chart).  The  reason:  With 
1  demand  slowing,  order  books  are  thinning  out. 


Output  at  factories,  utilities,  and  mines  fell  0.1%-  in  Sep- 
tember. Production  in  manufacturing  fell  0.27",  led  by 
widespread  weakness  in  durable  goods.  Metals  output 
posted  a  particularly  sharp  drop. 

Consumers  are  trying  to  give  factories  a  hand.  Al- 
though consumer  buying  slowed  in  the  first  half,  spend- 
ing picked  up  sharply  in  the  third  quarter.  Retail  sales  in 
September  rose  a  solid  0.5%-,  to  $145.2  billion,  following 
0.7%  gains  in  both  July  and  August. 

However,  maintaining  that  pace  in  the  fourth  quarter 
will  be  hard.  Incentive-driven  car  sales  accounted  for 
much  of  the  third-quarter  strength  in  retail  buying.  Ex- 
cluding cars,  retail  sales  rose  only  0.37  in  July,  0.2?'  in 
August,  and  0.47'  in  September. 

Less  attractive  deals  on  1990-model  cars  are  already 
taking  a  toll.  Car  sales  in  early  October  plunged  to  an 
annual  rate  of  only  5.8  million,  the  lowest  in  two  years. 
That  puts  a  big  drag  on  October  retail  sales.  And  if 
consumers  hesitate  on  other  items  because  of  uncertain- 
ties on  Wall  Street,  October  sales  could  be  down  sharply. 


RETAILERS' 

SHELVES 

ARE 

CRAMMED 


Buyers  can  probably  expect  sizable  dis- 
counts as  the  holiday  season  rolls  around. 
Although  business  inventories  generally 
are  in  good  shape  relative  to  sales,  there 
are  some  areas  of  excess.  In  the  retail  sector,  for  exam- 
ple, the  August  ratio  of  inventories  to  sales  for  nonauto 
goods  rose  to  the  highest  level  in  20  months.  That  mea- 
sure is  the  number  of  months  required  to  liquidate  exist- 
ing stockpiles.  The  ratio  for  general  merchandise  stores 
is  at  the  highest  level  in  nearly  SVa  years. 

That  surge  in  inventories  may 
be  partly  related  to  the  sudden 
widening  in  the  merchandise 
trade  deficit  for  August.  The 
gap  ballooned  to  $10.8  billion 
from  $8.2  billion  in  July,  mainly 
reflecting  a  huge  6.47  surge  in 
imports  to  a  record  $41.2  billion. 
The  dollar's  new  strength  this 
year  has  made  imports  more  at- 
tractive, and  retailers  appear  to 
be  laying  them  in  faster. 


AS  IMPORTS  GROW, 


\  EXPORTS 

IMPORTS  \ 

1  1  1  1  I  1  1 

1  1  1  1 

AUG.  '88  AUG.  '89 

A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA,  COMMERCE  DEPT  .BW 


While  higher  imports  of  consumer  goods  and  cars 
accounted  for  one-fourth  of  the  August  surge,  capital 
goods  contributed  about  half  of  the  jump.  That's  a  worri- 
some sign:  It  could  mean  that  the  stronger  dollar  is 
eroding  U.  S.  competitiveness  in  that  key  area. 

Meanwhile,  export  growth  continued  to  slow  (chart). 
Exports  dipped  0.27  in  August,  to  $30.4  billion.  The 
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thrust  from  foreign  demand  has  been  waning  for  some 
time  now,  and  that  can  only  add  to  the  factory  sector's 
problems.  Foreign  shipments  rose  10.7%'  during  the  past 
year.  That's  down  from  their  31.8%  pace  during  the 
previous  year. 

Further  slowing  in  exports  seems  likely  in  the  face  of 
the  dollar's  unusually  stubborn  strength.  Contrary  to 
what  might  be  expected,  the  dollar  was  barely  fazed  by 
the  Oct.  13  plunge  in  the  stock  market,  and  the  worsen- 
ing trade  deficit  had  little  impact  as  well. 

In  addition,  with  exports  slowing  in  the  face  of  the 
persistent  vigor  of  imports,  future  improvement  in  the 
trade  gap  may  well  prove  difficult.  Even  if  the  Septem- 
ber deficit  falls  back  to  the  July  level — an  optimistic 
scenario — the  third-quarter  gap  will  still  be  wider  than 
the  second  quarter's.  That  means  the  trade  deficit  proba- 
bly provided  little  help  to  last  quarter's  GNP  growth. 

PRICES  FOR  On  the  positive  side,  there's  a  tamer  out- 
GOODS  look  for  inflation — at  least  in  the  goods- 
WILLRISE  producing  segment  of  the  economy.  Ser- 
SLOWLY...  pi-ices  may  prove  to  be  more 

stubborn,  but  for  now,  the  slowdown  in  manufacturing 
assures  that  goods  prices  will  be  rising  much  more  slow- 
ly going  into  1990.  And  that  will  be  a  moderating  influ- 
ence on  price  growth  in  general. 

There  was  nothing  tame  about  the  sharp  0.9' <  jump  in 
producer  prices  for  finished  goods  in  October.  However, 
a  rebound  in  energy  prices,  up  6.5%  after  declines  in  the 
three  previous  months,  accounted  for  much  of  the  surge. 
The  rest  of  the  runup  came  from  a  quirk  in  the  govern- 
ment's seasonal  adjustment  of  car  prices,  which  caused 
them  to  rise  3.8% — hardly  a  reflection  of  reality. 

Quarterly  averages  of  the  core  rate  of  inflation — pro- 
ducer prices  excluding  both  energy  and  food — give  a 
better  reading  of  what's  happening.  They  show  that 
slower  inflation  in  the  earlier  stages  of  processing  is 
now  starting  to  work  its  way  forward  to  finished  goods. 


Prices  of  intermediate  materials  are  up  only  3.4% 
the  past  year,  down  sharply  from  7.3%'  during  the  pn 
ous  year.  And  in  the  third  quarter,  inflation  in  finisl 
goods  appears  to  have  peaked  (chart). 


I ...BUT  That's  not  hard  to  figure.  Capacity  u 

SERVICES  zation  has  been  in  a  downtrend  all  ye 
WILL  COST  A  The  operating  rate  for  all  industry  fell 
BIT  MORE  percentage  points  in  September,  to  83.i 
And  in  manufacturing,  the  rate  dipped  0.4  points, 
83.7%.  Both  readings  were  the  lowest  since  mid-1988 
In  particular,  capacity  utilization  in  advanced  proc( 
ing,  which  had  continued  to  climb  through  midyear 
now  falling.  Until  recently,  most  of  the  easing  in  capi 
ty  pressures  had  been  showing  up  further  back  in 
pipeline  in  primary  processing.  Operating  rates  th 
started  falling  in  January,  which  explains  declining  in: 
tion  in  prices  of  intermediate  materials.  Now,  lower  of 
ating  rates  in  advanced  processing  are  pointing  to 
easing  of  inflation  in  finished  goods,  as  well. 

But  producer  prices  don't  in- 
clude services,  which  account 
for  half  of  the  consumer  price 
index.  Service  inflation  will  re- 
main a  problem.  Cost  pressures 
are  more  intense  there,  because 
service  wages  are  still  rising 
rapidly  and  service  productivity 
has  been  too  poor  to  offset  the 
increases.  Consequently,  service 
companies  are  under  pressure 
to  raise  prices. 


INFLATION  PRESSUI 
ARE  EASING 


For  now.  Wall  Street  will  be  content  as  long  as  ir 
tion  stays  on  its  present  course,  which  seems  likely  giji 
the  ongoing  slowdown  in  manufacturing.  That  mei 
the  Fed  may  not  be  averse  to  pushing  interest  rates  e'l 
lower,  if  necessary.  And  that  would  keep  Main  Sti3' 
happy  as  well. 


THE  WEEK  AHEAD 


FEDERAL  BUDGET 


Monday,  Oct.  23,  2  p.m. 
The  federal  government  should  post  a 
small  defic-il  of  about  $2  billion  for  Sep- 
tember, the  final  month  of  fiscal  1989.  A 
year  ago,  the  government  recorded  a 
feurpiu.-^  of  $10.2  billion.  Higher  outlays 
for  th'.-  thrift  bailout  pushed  this  Sep- 
temlier's  f  udget  into  the  red.  As  a  re- 
sult, the  ;o(lc!-al  deficit  for  1989  likely 
totaled  around  $148  billion. 

DURABLE  GOODS  ORDERS 


Tuesday,  Oct.  2.'t.  8:30  a.  m. 
New  orders  placed  at  durable  goods 
manufacturers  probably  fell  about  3%  in 
September,  after  jumping  o  9' '  in  Au- 
gust. A  decline  in  defense  orders  and 


other  capital  goods  offset  an  increase  in 
auto  demand.  As  a  result,  unfilled  or- 
ders likely  fell  for  the  second  consecu- 
tive month.  They  were  down  0.37<  in  Au- 
gust. Sagging  new  and  unfilled  orders 
indicate  that  the  industrial  sector  began 
the  fourth  quarter  at  a  sluggish  pace. 

GROSS  NATIONAL  PRODUCT  

Thursday.  Oct.  26,  8:30  a.m. 
Most  economists  expect  that  the  real 
gross  national  product  grew  at  an  annu- 
al rate  of  about  2.8%  in  the  third  quar- 
ter, just  a  little  faster  than  its  2.5%  pace 
in  the  second.  A  strong  pickup  in  con- 
sumer spending,  led  by  car  sales,  and 
some  increase  in  nonfarm  inventory  ac- 
cumulation contributed  to  the  third-quar- 
ter growth  rate.  Inflation,  as  measured 


by  the  GNP  fixed-weight  price  in< 
probably  moderated  to  an  annual  rat 
about  3.57"  last  quarter,  from  a  n 
rapid  5.17  clip  in  the  second  quartei 

PERSONAL  INCOME 


Friday,  Oct.  27,  10  a.m.  \ 
Personal  income  likely  advanced  by  ('^' 
in  September,  the  same  modest  gaiii: 
in  August.  A  healthy  rise  in  wages 
salaries  was  somewhat  tempered  b| 
fall  in  rental  income  caused  by  H' 
cane  Hugo's  assault  on  South  Caroli 
tourist  business.  Consumer  spend 
was  probably  up  a  mild  0.2%'  in  Sepiw- 
ber.  Falling  car  sales  offset  increase" 
purchases  of  other  goods  and  serv:!s^,  , 
In  August,  consumer  spending  ^T.'^ 
jumped  0.9%.  % 
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ToronadoTrofeo /tor-o-na-do  tro-fa-o//]: 
Performance.  See  Luxury  Seeyour  Olds  dealer 


19 

1 

Drmance.  As  defined  by  the  3800 
ngine  with  sequential  port  fuel 
ton  to  handle  any  American 
surely  and  powerfully  And  four- 
el  independent  suspension  en- 
:ed  by  FE3®  Touring  Car  compo- 
s  and  an  anti-lock  braking  system 
ntrol  them  precisely 
Luxury  As  defined  by  contoured 
er  seating  areas  with  eight- way 
II  adjustment  Plus  there^  a 
•:e  of  four  optional  sound  systems. 


And  an  analog  instrument  panel  and 
remote  lock  control  for  doors  and 
trunk  that  are  standard  equipment 

An  available  Visual  Information 
Center  offers  a  choice  of  51  different 
full-color  displays  at  the  touch  of  a 
finger  From  personal  messages  and 
appointment  calendar  to  navigational 
compass. 

If  styled  a  major  factor  for  you, 
take  another  look  at  the  new  shape  of 
this  magnificent  car.  Keep  in  mind 
that  you'll  not  truly  appreciate  it  until 
you  sink  into  the  luxury  within 


(a  lot  more  will  go  into  the  much  laiger 
trunk,  too). 

And  remember,  we  back  the 
Toronado  1ix)feo®  with  a  3-year/50,000 
mile  Bumperto-Bumper  Plus  war- 
ranty See  your  dealer  for  terms  of  this 
limited  warranty 

For  a  catalog,  call  1-800-242-OLDS, 
Monday  through  Friday  9  a.m.  to 
7  p.m.  ESI 


i 


TheNewGenemtionof 

OLDSMOBILE, 
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DOES  THE 

MARKET 

MATTER? 

f  ES,  BUT  IN  SURPRISING  NEW  WAYS 


Friday,  Oct.  13,  1989.  The  Dow  Jones  indu:H 
al  average  plunges  190  points,  most  of  lit 
tlie  last  hour  of  trading.  Wall  Street  geV' 
j-^g^kM^MM^    sickening  sense  of  deja  vu.  Dozens  of  dtl 
y.  "-    J/      'j   makers  see  buyouts  and  merger  plans  un  v 
•     ■  eling.  Arbitrageurs  lose  at  least  $100  milln 

And  rocket  scientists  get  a  shot  at  a  fruiu 
new  area  for  research:  the  October  Effect.  i 

But  what  about  the  rest  of  us?  We  watch  on  Monday, 
16,  as  the  Dow  plunges  60  points  in  the  morning,  only  to  r| 
and  close  up  88  points.  More  whiplash  the  next  day,  as 
market  falls  78  points,  but  closes  off  by  only  18  points.  ^1 
does  it  all  mean?  We're  conditioned  to  look  to  the  markei 
tell  us  something  about  companies,  the  economy,  and  !i< 
future.  But  two  years  ago,  a  far  greater  plunge  didn't  pro(-t 
any  meaningful  impact.  Does  the  market  matter?  ji; 

Yes,  but  not  the  way  it  once  did.  It  doesn't  seem  to  reij^- 
or  predict  changing  economic  fundamentals  as  well.  It  doej' 
function  as  the  central  source  of  capital  for  Corporate  Ann 
ca.  And  it  doesn't  even  function  as  the  global  leader  ay 
more — the  total  market  capitalization  of  U.  S.  companies  ^- 
stands  at  $3  trillion,  while  Japanese  companies  are  value'pl^- 
$3.9  trillion.  The  U.  S.  share  of  worldwide  market  capitaja^j 
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THAN  FAILING  ON  MAIN  STREET 


iccording  to  Morgan  Stanley  Capital  International,  has 
c  to  31%  from  55%  seven  years  ago  when  the  bull 
t  began. 

ead,  in  a  deregulated  global  economy  where  govern- 
don't  wield  the  power  they  once  did,  the  financial  mar- 
ave  become  the  new  regulators  of  events  and  trends.  In 
orld,  the  market's  measurable  and  direct  impact  on  the 
;onomy  is  superseded  by  its  role  as  a  buffer  against  the 
Dust  forces  that  once  threatened  the  economy.  Better 
le  United  Air  Lines  deal  should  fail  on  Wall  Street  than 
it  on  Main  Street.  It's  the  nature  of  a  shock  absorber  to 
i  up  and  down.  So  the  market's  new  volatility  reflects  its 
;  economic  cushion. 

FORECASTER.  At  the  same  time,  the  U.  S.  market's  role 
ing  capital  has  diminished.  Since  1984,  corporations  have 
more  than  $600  billion  in  equity,  while  raising  more 
1  trillion  in  debt  from  banks,  institutions,  and  the  public 
-s.  Buybacks,  takeovers,  and  the  preference  for  lever- 
plain  this  shift  from  equity  and  toward  debt, 
•r  structural  changes  are  at  work,  too.  The  growth  of 
2y  markets  and  debt  markets  around  the  world  has 
ed  even  the  growing  stock  markets,  as  technology  has 
3d  the  flow  of  capital  across  borders.  Technology  has 


also  made  trading  both  speedier  and  cheaper,  thus  enabling 
investors  to  use  a  spate  of  new  derivative  instruments.  The 
growing  sophistication  of  markets  has,  in  turn,  led  to  the 
dominance  of  the  institutional  investors,  whose  behavior  tends 
to  exacerbate  rather  than  stabilize  market  swings. 

Today,  the  market  matters  least  in  its  traditional  role  of 
predicting  and  precipitating  ups  and  downs  in  the  economy. 
Stock  prices,  the  textbooks  teach,  represent  the  present  value 
of  future  corporate  earnings.  By  extension,  they're  supposed 
to  say  something  about  the  health  of  Corporate  America  and 
demand  in  the  economy  overall.  But  today's  volatility  clearly  is 
prompted  by  much  more  than  earnings  assumptions. 

Economist  and  Nobel  laureate  Paul  A.  Samuelson  observed 
some  years  ago  that  the  stock  market  predicted  "nine  of  the 
last  five  recessions."  Based  on  recent  experience,  it's  clear 
that  the  market  isn't  a  very  good  forecaster.  "If  a  500-point 
drop  in  the  Dow  two  years  ago  didn't  do  the  economy  in,  a  200- 
point  decline  sure  won't,"  says  Stephen  S.  Roach,  economist  at 
Morgan  Stanley  &  Co.  The  U.  S  may  be  in  for  a  recession  in 
1990 — but  it  would  be  the  result 
of  weakness  in  manufacturing, 
not  a  response  to  the  stock  mar- 
ket's gyrations  (page  21). 
BROKEN  LINK.  Several  newly  de- 
veloped indexes  of  future  econom- 
ic trends  don't  even  include  the 
stock  market,  although  the  Stan- 
dard &  Poor's  500-stock  index  re- 
mains one  of  the  11  components 
of  the  government's  index  of 
leading  indicators.  The  new  index- 
es focus  on  credit-market  mea- 
sures, such  as  interest-rate 
spreads,  as  an  indication  of  where 
the  economy  is  headed.  That  cer- 
tiiinly  makes  sense  as  a  forecast- 
ing tool,  because  what  happened 
to  interest  rates  after  the  1987 
crash  best  explains  what  hap- 
pened to  the  economy.  The  1987 
crash  was  widely  expected  to  pre- 
sage recession.  Instead,  the  Fed- 
eral Reserve  Board  eased  credit 
and  didn't  start  tightening  until 
the  following  spring,  when  the 
economy  was  clearly  healthy.  Real  gross  national  product  rose 
4.4%  in  1988. 

The  break  in  the  old  link  between  the  stock  market  and  the 
economy  shows  up  most  vividly  in  consumer  spending.  Ac- 
counting for  two-thirds  of  GNP,  consumption  just  doesn't  seem 
closely  related  to  stock  market  values,  except  for  a  very  small 
minority  of  well-heeled  individuals.  Theory  suggests  that 
there's  a  "wealth  effect"  that  derives  from  a  rising  stock 
market.  People  feel  richer,  and  therefore  boost  spending  and 
economic  growth.  Conversely,  a  stock  market  on  the  decline 
should  cause  people  to  curtail  spending  and  thereby  dampen 
growth.  Here  too,  though,  the  1987  experience  showed  that  the 
wealth  effect  was  a  poor  predictor  of  where  the  economy  was 
going. 

The  wealth  effect  doesn't  seem  to  be  working,  in  part  be- 
cause fewer  and  fewer  individuals  hold  stocks  directly.  Most 
are  invested  in  pensions,  which  now  account  for  more  than 
20%  of  the  market.  There's  no  evidence  that  individuals  change 
their  spending  patterns  based  on  what's  happened  to  the  value 
of  their  pensions,  and  those  with  defined  benefits— the  major- 
ity—are "immunized"  from  the  stock  market's  effects,  says 
Morris  Mendelson,  professor  of  finance  at  the  Wharton  School 
at  the  University  of  Pennsylvania.  Indeed,  Americans  increas- 
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IS  ANYBODY  WATCHING?  FEWER  INDIVIDUALS  OWN  STOCK 


ingly  feel  immune  to  the  swings  of  the  stock  market  (page  36). 

Individuals  invested  in  the  market,  meanwhile,  have  been 
liquidating  stock  holdings  at  an  unprecedented  rate  over  the 
last  five  years,  according  to  Jay  0.  Light  of  the  Harvard 
l)usiness  school.  Over  that  period,  they've  been  net  sellers  of 
more  than  $500  billion  worth  of  common  stock,  38'/'  of  their 
holdings  at  the  beginning  of  1984.  At  that  rate,  the  last  share 
of  publicly  traded  equity  owned  by  an  individual  will  be  sold  in 
the  year  2003.  The  trend  is  troubling,  because  the  individual 
investor  has  historically  been  a  stabilizing  force  in  the  market, 
says  Andrei  Shleifer  of  the  University  of  Chicago  business 
school.  "Individual  investors  are  on  balance  contrarians,  buy- 
ing when  prices  are  headed  down  and  selling  when  they're 
moving  higher,"  says  Shleifer.  It's  the  big  institutions  that 
follow,  and  worsen,  movements  in  either  direction. 

Volatility  will  continue  and  trading  will  have  less  to  do  with 
fundamentals  for  other  reasons.  The  role  of  the  market  as  a 
capital-raising  device,  for  instance,  has  been  sharply  curtailed, 
as  more  and  more  corporations  have  shrunk  their  equity  base 
and  leveraged  up.  "The  stock  market  was  a  very  important 
indicator  back  in  the  days  when  we  had  a  very  conservative 
balance  sheet  with  little  debt  and  a  lot  of  equity,"  observes 
August  Arace,  a  portfolio  manager  at  Tucker,  Anthony  Inc. 
A  BEAUTIFUL  CRASH?  Emerging  companies  do  still  look  to  the 
public  markets.  For  them,  the  market's  gyrations  may  have  an 
impact,  especially  since  the  junk-bond  market,  recently  a 
source  of  funds  for  smaller,  unrated  borrowers,  is  taking  a 
•h'ubbing.  "The  comi)any  most  vulnerable  to  today's  equity 
i.iHrket  is  the  one  with  narrow  access,"  declares  Michael  F. 
WcKeever,  managing  director  at  Shearson  Lehman  Hutton 
I FvTature  companies,  meanwhile,  have  dozens  of  outlets  for 
i'inoiicing  around  the  globe. 

That  doesn't  mean,  of  course,  that  the  big  guys  have  had 
nothing  to  fear  from  a  volatile  market.  It  is  the  takeover  rush 
ihat  [jropciled  the  market  upward  this  year,  and  every  dizzy- 


m 


ing  climb  taken  by 
stock  of  an  airline  1 
had  been  put  into  j 
was  certain  to  make 
chief  executives 
those  companies  t{ 
notice.  Now,  perha 
they  can  rest  a  bit  e 
er  (page  30).  "The  be 
ty  of  the  markets," 
serves  Edward  Yard 
chief  economist  at  T 
dential-Bache  Securii 
Inc.  "is  that  when 
cesses  develop,  at  si 
point  you  get  a  eras 
By  and  large,  eo 
mists  see  the  volati 
as  a  healthy  deve! 
ment,  possibly  as 
outlet  for  some  of 
excesses  in  the  i 
economy.  The  aecu^m 
lation  of  leverage  in 
real  economy,  for 
stance,  threatens  thefcefs 
ability  of  at  least  sc  limit 
borrowers.  The  marl 
by  pulling  back  fi 
the  deal  stocks,  is  1 
ing  a  hit  before  the  i  yet 
economy  might  be  di  jj  last 
a  bigger  blow  fr 
bankruptcies,  arg 
Jerry  L.  Jordan,  cl 


EtODt 


liites 


economist  at  First  Interstate  Bancorp,  in  Los  Angeles. 

If  the  market,  interacting  with  the  foreign  exchange  ; 
credit  markets,  adjusts  to  a  perceived  or  anticipated  chang( 
the  real  economy,  then  the  adjustment  process  for  the  ecclatjfjf 
my  as  a  whole  may  be  shortened.  Jordan,  for  one,  believes  t 
the  financial  markets  can  buffer  the  real  economy  "with  li 
disruption  and  lower  costs."  In  the  real  economy,  for  examj 
shaky  LBOs  would  be  driven  into  bankruptcy,  forcing  w| 
spread  layoffs  and  possibly  sparking  a  recession.  But 
stock  market,  by  dealing  investors  in  the  LBO  a  sobering  bw 
in  just  one  afternoon,  may  have  fended  off  such  travails  m  h 
more  quickly  and  at  a  much  lower  cost  to  the  overall  econov 
A  VERY  BIG  SIDESHOW.  Of  course,  the  credit  and  currency  nr-  ''^ 
kets  are  at  least  as  important  to  this  adjustment  process  ais 
the  stock  market.  In  1987,  it  was  the  spike  in  interest  ras  ,^ 
that  helped  push  the  market  to  collapse,  and  it  was  the  sule- 
quent  monetary  ease  that  helped  smooth  the  growth  pathj^^j^i^ 

Viewed  in  isolation,  though,  the  stock  market  has  becorria 
"sideshow"  to  the  economy,  albeit  a  very  large  one,  s'J  -'l 
Albert  M.  Wojnilower,  managing  director  of  First  Bos-r  \? 
Corp.  He  likens  the  recent  deal-driven  market  to  a  lotteri 
which  "all  the  tickets  go  up  in  value  because  of  the  possib;:) 
of  more  big  winners  being  drawn,  and  so  the  market  is  subi:"! 
to  more  fluctuation."  ' 

That  doesn't  mean  prices  aren't  real — simply  that  the;*(  *| 
more  volatile,  and  sometimes  behave  in  ways  divorced  fiff 
the  underlying  economic  situation.  Just  as  exchange  ns  ' 
reflect  a  lot  more  than  currencies'  purchasing  power  in  difiP,^^  ^ 
ent  countries,  stock  prices  are  reflecting  a  lot  more  than 
discounted  present  value  of  future  earnings.  The  mark 
scope  and  impact  have  clearly  changed  in  recent  years — n^;^;^*"^ 
ing  it  foolish  to  overinterpret  certain  events  but  dangerous 
become  too  complacent.  One  thing,  it  seems,  never  chan)^ 
and  that  is  the  market's  unpredictability. 

By  Karen  Pennar,  with  Christopher  Farrell  in  New  I 
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WELCOME  BACK 
TO  THE  WALL  STREET  FUNHOUSE 

Spooky  swings  have  returned — and  again  raise  the  specter  of  federal  regulation 


Like  individual  inves- 
tors and  professional 
money  managers  every- 
where, Harvey  P.  Eisen 
breathed  a  lot  easier 
when  the  Dow  Jones  in- 
dustrial average  rallied 
its,  to  2657,  on  Monday.  Oct.  16.  It 
en  a  weekend  of  gnawed  nails  and 
leep,  since  the  190-point  fall  in  the 
ite  on  Oct.  13  was  reminiscent  of 
irket's  Friday  tumble  before  the 
nt  crash  just  two  years  ago.  But 
president  of  Integrated  Resources 
Management  and  a  25-year  Wall 
veteran,  isn't  breaking  out  the 
agne  yet.  "You  can't  ignore  what 
led  last  Friday,"  warns  Eisen. 
bhakeout  is  not  over  yet." 
1  if  the  long-run  trend  of  the  mar- 
ap,  Eisen  could  be  right.  Volatility 
:.  When  stocks  opened  on  Oct.  16, 
»w  dropped  some  60  points  in  the 
)  minutes  before  climbing  to  close 
Doints  for  the  day.  And  on  Oct.  17, 
w  dropped  60  points  and  recouped 
hem  in  less  than  an  hour.  By  Oct. 
'  market  closed  at  2644,  a  gain  of 
its,  or  3%,  from  the  Friday  close, 
/idual  investors  stayed  cool — and 
even  went  bargain-hunting.  But 
Dn  the  Street  fear  the  wild  swings 
scare  individuals  off  again.  And 
ik-bond  market,  whose  deteriorat- 
)rtunes  over  the  past  several 
s  helped  precipitate  the  stock  mar- 
11-off,  is  still  in  disarray. 
R  COASTER.  Ironically,  the  stock 
t's  own  phenomenal  success  this 
up  nearly  30%  by  Oct.  9 — also  por- 
trouble.  All  rallies  eventually  un- 
a  period  of  correction  when  trad- 
ke  profits.  And  on  Oct.  13,  the 
;  was  ripe  for  a  tumble.  It  was 
■ed  by  news  that  the  financing  for 
iL  Corp.  leveraged  buyout  fell 
h,  but  the  rout  went  far  beyond 
il  stocks.  Richard  L.  Evans,  direc- 
research  for  Dow  Theory  Fore- 
estimates  this  pullback  could 
'  e  Dow  down  near  2500  before  the 
I  begins  its  next  upswing.  And 
M.  Garzarelli,  a  top  market  ana- 
•  Shearson  Lehman  Hutton  Inc., 
e  Dow  could  pull  back  as  far  as 
fore  moving  toward  a  new  high. 


The  markets'  brush  with  the  ghosts  of 
Octobers  past  is  raising  the  specter  of 
regulation  once  again.  Many  experts  say 
there's  no  regulatory  remedy  that  could 
have  prevented  the  Friday  plunge,  but 
Washington  may  try  to  refine  some  of 
the  post-1987  reforms.  There's  mounting 
concern  that  one  major  reform,  a  trading 
halt  in  the  previously  unstoppable  stock- 
index  futures  market,  actually  may  have 
contributed  to  the  Friday  debacle. 

So  how  did  investors  escape  the  fate 


of  cash  on  hand  to  meet  redemptions 
without  dumping  stocks.  As  it  happened, 
few  fund  investors  wanted  out.  "The  av- 
erage investor  has  probably  gone  to 
enough  cocktail  parties  in  the  past  two 
years  where  someone  was  bragging 
about  buying  right  after  the  crash  and 
making  a  killing,"  says  David  B.  Sochol, 
research  director  at  Parker/Hunter  Inc., 
a  Pittsburgh  brokerage  house. 

And  the  weekend  gave  people  time  to 
think.  The  five  partners  of  NWQ  Invest- 


KEEPING  SCORE:  INDIVIDUAL  INVESTORS  KEPT  COOL 


of  two  years  back?  Despite  the  junk- 
bond  woes,  the  fundamentals  were  still 
better  than  in  1987.  Interest  rates  and 
price-earnings  ratios  are  lower,  and  divi- 
dend yields  are  higher.  The  dollar  is 
more  stable  and  inflation  is  less  of  a 
threat  now  than  it  was  then. 

Experience  played  a  big  role,  too,  in 
avoiding  a  disaster.  Big  pension  funds 
have  largely  jettisoned  their  portfolio-in- 
surance programs,  which  accelerated  the 
panic  selling  in  stocks  and  stock-index 
futures  in  1987.  Mutual  funds  had  plenty 


ment  Management  Co.,  a  Los  Angeles 
money  management  firm,  closeted  them- 
selves at  a  Newport  Beach  (Calif.)  hotel 
until  Sunday  morning  to  consult  clients 
and  plot  strategy.  Their  conclusion:  do  a 
little  selling  but  no  buying. 

Market  overseers  used  the  time  wise- 
ly, it  turned  out.  Federal  Reserve  offi- 
cials assessed  the  damage  on  Friday 
night  and  Saturday  and  offered  to  lend 
to  the  banks  if  they  needed  to  extend 
funds  to  brokers.  Two  years  ago,  the 
Fed  didn't  act  until  after  the  crash.  Ex- 
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change  officials  around  the  country  also 
kept  in  touch,  trying  to  head  off  opera- 
tional problems. 

For  Wall  Street,  Monday  morning 
started  Sunday  night,  when  the  Asian 
markets  opened.  Japanese  stocks 
dropped  less  than  2?'.  The  Singapore 
market  lost  107',  Malaysia  11.57' — and 
neither  is  beset  by  junk  bonds  or  deal 
mania.  When  the  European  markets 
opened  later,  they  slid  as  well.  The  Ger- 
man stock  market  dropped  12.87,  com- 
pared with  9.47  in  October,  1987. 

U.  S.  stocks  also  plunged  at  Monday's 
opening.  At  the  Chicago  Mercantile  Ex- 
change, futures  contracts  on  the  Stan- 
dard &  Poor's  500-stock  index  quickly 
fell  five  points — the  limit  on  an  opening. 
That  limit,  new  since  1987,  helped  the 
market,  says  Barry  Lind,  head  of  Lind- 
Waldock  &  Co.,  a  futures  trading  firm. 
Lind  said  it  allowed  the  stock  market  to 
"give  some  direction"  without  futures 
pulling  prices  down.  When  stocks 
seemed  to  bottom  out,  futures  prices 
climbe<l,  and  the  Dow  followed  suit 
about  sovii  minutes  later. 
STOP  THE  HALTS?  Others  aren't  happy 
with  the  idea  of  trading  halts.  Robert  N. 
Gordon,  president  of  Twenty-First  Secu- 
rities Corp.,  contends  that  the  80-minute 
shutdown  on  Friday  made  the  final-hour 
freefall  about  twice  as  bad  as  it  other- 
wise would  have  been.  That  "circuit 
breaker"  goes  into  effect  if  the  S&P  con- 
Iraf  t  falls  12  points,  about  96  points  on 


the  Dow.  Without  the  ability  to  sell  fu- 
tures, traders  dumped  stocks  indiscrimi- 
nately. A  circuit  breaker,  says  Gordon, 
does  no  good  unless  it's  applied  equally 
to  all  markets.  Had  the  Dow  dropped 
250  points,  both  stocks  and  futures 
would  have  halted  for  one  hour. 

Regulators  generally  kept  a  low  pro- 
file. Richard  C.  Breeden,  the  new  chair- 
man of  the  Securities  &  Exchange  Com- 
mission, said  simply  that  the  markets 
"operated  quite  smoothly."  At  most,  he 
is  ex])ected  to  seek  support  for  initia- 
tives already  in  Congress,  including  co- 
ordinated clearance  and  settlement  for 
the  stocks  and  futures  markets  and  a 
requirement  that  exchanges  report  block 
trades  to  the  SEC. 


THE  DOW 
GOES  FOR 
A  WILD  RIDE 


Howard  Stein,  chain 
of  Dreyfus  Corp.  and;? 
member  of  the  Presiderite 
task  force  that  investigiia 
the  1987  crash,  still  thip 
the  system  needs  an  o* 
seer  to  coordinate  the  pl|fe 
ora  of  agencies  and  A 
kets — a   key   task  f( 
recommendation.  "But 
would  take  an  act  of  ( 
gress,  and  that's  not  g( 
to  happen,"  he  laments 
senior  Treasury  official 
representatives  of  the  T 
sury,  the  Fed,  the  SEC, 
the  Commodities  Futi 
Trading  Commission 
soon  meet  to  review 
market's  tumble  and  coi 
er  possible  responses 
cuit  breakers,  the  off 


I 

.  Corp, 
m. 


f.  n 
i'  the 

m  : 


Wanes, 


DOW  JONES 
INDUSTRIAL  AVERAGE 
DAILY  CLOSES 


says,  "could  well  need  sjpiri,!]] 
fine-tuning." 
TOO  FAST.  The  increas 
volatility  in  the  market  o 
also  reignite  the  controv( 
over  program  trading, 
the  wake  of  the  1987  crBU. 
many  big  brokerage  hoi  um 
stopped  the  practice,  tho  'iiM 
nearly  all  have  since 
sumed  it.  But  aside  from  Monday  m 
ing,  many  program  traders,  who  pi  !i 
from  price  discrepancies  between  st(  te 
and  stock-index  futures,  say  they  di( 
tie  in  recent  days.  "Prices  are  ma 
too  quickly  even  for  us,"  said  one 
gram  trader. 

The  inability  to  take  part  in  progifi  ,p 
trading  is  the  least  of  the  brokers'  pib  ,|i 
lems  right  now.  Third-quarter  earn^ 
for  many  companies  were  sickly,  kruo. 
crucial  areas  such  as  mergers  and  &cii  ;j 
sitions,  retail  brokerage,  and  risk-Oi  j, 
trage  look  vulnerable.  Layoffs  and'e  ..ji 
duced  yearend  bonuses  seem  inevitae 

But  gloomy  times  for  brokers  arol  , 
ten  great  times  for  customers.  Sm 
pros  suggest  that  investors  begin  s.p 

ping  up  their  favorite  st(k;  ^ 
whenever  volatile  mart  j 
knock  them  down.  "Howp 
you  go  wrong  buying  Ge^^  i[  ii^i,, 
al  Motors  with  nearly  af9 
yield?"  asks  Laszlo  BiifJ 
of  Birinyi  Associates.  I|''^ls;,,^,^ 
Birinyi  and  Stephen  LeejO-ff,,.  . 
Indicator  Digest  think  ^ 
recent  tumble  looks  like  (p^>  ,  ' 
tember,  1986— a  swift,  h  ' 
correction  from  which  fii-^  , 
market  recovered  to  refen^^';'" 
new  highs.  Says  Leeb:  }] 
a  great  buying  opportunj- 
By  Jeffrey  M.  Laderh 
i/i   New    York,    with  buf\ 
reports 
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THE  HARD  LINE  COMING 
FROM  TOKYO  BANKS 


;ir  clout  is  key  to  many  LBOs — and  now  they're  using  it 


Never  has  America's 
need  for  Japanese  capi- 
tal been  so  stark.  Wall 
Street  had  been  count- 
ing on  Japanese  lenders 
for  up  to  $3  billion  to 
help  finance  a  proposed 
-share  management-labor  buyout 
L  Corp.  Then  came  the  shocker 
lokyo. 

satisfied  with  the  terms  offered  by 
main  bankers,  Citibank  and  Chase 
ittan,  the  Japanese  promised  only 
d  of  what  they  were  expected  to 
As  the  news  of  the  collapsing 
t  spread,  stock  prices  plummeted 
I  new  reality  dawned  on  Wall 
:  "These  large-scale  deals  can't  be 
)y  U.  S.  banks  alone,"  says  a  high- 
ig  executive  at  Tokyo's  Dai-Ichi 
,^0  Bank  Ltd. 

figures  bear  him  out.  Robin 
>Davies,  managing  director  of 
n's  IBCA  Banking  Analysis  Ltd., 
ites  that  Japanese  banks  have  lent 
ch  as  $20  billion  to  facilitate  U.  S. 
ged  buyouts — and  they  have  com- 
I  themselves  to  lending  $L5  billion 
(table).  The  loans  and  commit- 
give  the  Japanese  as  much  as  a 
lare  of  all  such  financing  by  banks 
wide. 

iw  FLAG.  But  now,  the  Japanese 
are  taking  a  harder  line.  The 
of  Japan  has  been  urging  Japa- 
;ommercial  banks  to  proceed  cau- 
f  ever  since  they  provided  $5.8  bil- 
1  loans  for  the  Kohlberg  Kravis 
ts  &  Co.  buyout  of  RJR  Nabisco 
ast  year.  A  collapsing  junk-bond 
^t  and  a  slowing  U.  S.  economy 
lave  the  Japanese 
ard. 

UAL  debacle,  ana- 
and  bankers  say, 

new  questions 

Japanese  influ- 
Dver  the  U.  S.  fi- 
1  system.  E.  Ger- 
arrigan,  president 
New  York  Feder- 
serve  Bank,  esti- 
that  the  Japanese 
/  control  147'  of 
ca's  banking  as- 
ow,  some  say,  the 
IS  over  UAL  dem- 
je  that  the  Japa- 


WHO'S  Lf  NDING 
TO  BUYOUTS 


Estimated  bank  loans  to  U.S.  LBOs 

Outstanding 

loan 

loans  commitments 

Billions  of  dollars 

U.S. 

$45.0 

$72.0 

JAPAN 

20.0 

35.0 

FRANCE 

8.5 

10.2 

BRITAIN 

7.5 

9.0 

CANADA 

7.0 

8.4 

DATA:  IBCA  BANKING  ANALYSIS  LTD. 


nese  are  beginning  to  demand  more 
from  borrowers  to  continue  supporting 
America's  debt  binge.  Indeed,  only  three 
days  after  the  liAL  impasse,  the  airline's 
banks  came  up  with  a  new  financing 
offer  containing  higher  interest  rates 
and  fees.  "The  pendulum  is  swinging," 
says  one  senior  Japanese  banker 
"The  banks  will  keep  away  from 
less  productive  deals.  That 
means  some  uncertainty 
for  LBOs." 

An  under- 
statement, that. 
With  $370  bil- 
lion in  U.  S.  as- 
sets, Japanese 
banks  have  broad 
say   over  which 
ventures  can,  and 
cannot,  proceed. 
Japanese  clout  has 
become  so  great  that 
on  the  eve  of  the  Oct. 
13  market  nosedive, 
Corrigan  was  prompt- 
ed to  warn  a  Tokyo  au- 
dience about  U.  S.  ner- 
vousness    over  the 
"concentration  of  eco- 
nomic and  financial  pow- 
er" among  "foreign  banks 
from  a  single  country." 

Japanese  banks  have  made  the  most 
of  their  U.  S.  inroads  by  acquiring  Amer- 
ican banks  and  leasing  companies  and  by 
lending  at  bargain-basement  rates  in 
such  areas  as  construction,  real  estate, 
and  letters  of  credit.  But  it's  in  LBOs 
that  the  Japanese  have  made  the  biggest 
splash.  In  addition  to  the  RJR  deal,  Japa- 
nese loans  enabled  finan- 
cier Al  Checchi  to  com- 
plete his  takeover  of 
NWA  Inc.  Japanese  fi- 
nancing has  also  been 
critical  in  Time  Inc.'s 
takeover  of  Warner 
Communications  Inc. 
But  even  before  the  UAL 
deal  hit  rough  weather, 
Japanese  banks  were 
starting  to  fret.  One 
sign:  Word  in  September 
that  Campeau  Corp., 
which  borrowed  $L4  bil- 
lion in  Japan  to  help  buy 
Federated  Department 


Stores  Inc.,  had  run  into  a  cash  squeeze. 
Now,  says  analyst  Stuart  J.  Matthews  of 
broker  Barclays  de  Zoete  Wedd  Ltd.,  the 
Japanese  will  probably  use  the  UAL  case 
"as  a  bargaining  ploy"  to  dictate  terms 
on  other  big  U.  S.  loans. 
RAISED  EYEBROWS.  No  one  Can  really 
blame  the  Japanese  banks  for  spurning 
UAL's  initial  offer.  Despite  rosy  predic- 
tions by  ual's  commercial  and  invest- 
ment bankers,  many  Japanese  refused 
to  believe  the  airline  could  generate 
enough  cash  to  cover  its  prospective  in- 
terest payments.  The  Japanese  feared 
that  ual's  advisers  had  overvalued  such 
assets  as  UAL's  prized  Pacific  routes, 
which,  if  liquidated  in  a  cash  crunch, 
would  not  produce  enough  to 
cover  the  value  of  the 
LI'.o  loans.  Oppo- 


sition to  the  management-labor  buyout 
by  ual's  25,000-member  machinists' 
union  upset  the  banks,  too.  And  despite 
the  deal's  high  risks,  Citi  and  Chase  of- 
fered the  other  lenders  fees  and  interest 
rates  similar  to  those  on  much  more  con- 
servative transactions. 

Despite  their  UAL  experience,  Japa- 
nese bankers  say  they  won't  abandon 
takeover  lending  entirely.  But  a  deterio- 
rating buyout  market  and  Federal  Re- 
serve concerns  over  the  Japanese  banks' 
rapid  U.  S.  expansion  are  beginning  to 
raise  anxiety.  Bankers  ruefully  recall 
that  a  rush  by  nervous  depositors  in  Ja- 
pan helped  do  in  troubled  Continental 
Illinois  National  Bank  &  Trust  Co.  of 
Chicago  back  in  1984.  This  time  around, 
no  one  expects  the  Japanese  to  turn  and 
run.  But  as  long  as  American  borrowers 
continue  to  need  Japanese  capital,  ex- 
pect Japan's  big  lenders  to  demand  more 
for  the  privilege. 

By  Ted  Holden  in  Tokyo  and  William 
Glasgall  in  New  York 
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DEALS,  YES. 
MANIAC  DEALS,  NO 


Say  good-bye  to  irrational  debt,  pie-in-the-sky  projections 


When  the  market 
spoke  on  Oct.  13 — after 
banks  refused  to  fi- 
nance a  $6.8  bilHon  bid 
to  take  UAL  Corp.  pri- 
vate— it  pounded  home 
a  powerful  message  for 
nirr,i;xT-iHongers:  Overpriced  and  overle- 
veraged  deals  just 
won't  fly  anymore.  But, 
contrary  to  much  doom- 
and-gloom  speculation, 
the  market  wasn't  sig- 
naling the  end  of  the 
tiikeover  era,  of  hostile 
deals,  or  even  of  highly 
leveraged  transactions 
financed  by  junk  bonds. 
Within  hours  of  the 
plunge,  Vitro  negotiat- 
ed a  pact  to  buy  Anchor 
Glass  Container  Corp. 
That  $920  million  deal 
started  out  hostile,  is 
backed  by  a  $1.55  million 
bridge  loan  from  Don- 
aldson Lufkin  &  Jen- 
rette  Securities  Corp., 
and  requires  $400  mil- 
lion in  junk  bonds. 

The  Anchor  deal  has 
its  own  tale  to  tell,  how- 
ever: It's  a  glass  compa 
ny  buying  another  glass makfi 
makes  industrial  sense.  In  a 


carefully  winnowing  the  good  deals 
from  the  bad  isn't  new.  Ever  since  the 
1987  crash,  the  quick-buck  raider  has 
been  eclipsed  by  corporate  acquirers  and 
leveraged  buyout  firms.  And  since  Janu- 
ary, when  the  $28.3  billion  RJR  Nabisco 
Inc.  deal  ate  up  a  lot  of  funding  capaci- 
ty, financiers  have  gotten  pickier  about 


m 

can  Medical  International  Inc.  from  S 
billion  to  $1.67  billion.  And  on  Oct 
CalComp  Inc.,  the  computer  graph 
subsidiary  of  Lockheed  Corp.,  scrap{  ^; 
its  $450  million  LBO  plan  when  invest 
rejected  the  needed  junk  bonds. 

So  far,  though,  those  events  hi  Mi 
hardly  crimped  the  overall  flow  of  de 
(table).  And  some  bad  deals  squeal 
through — UAL  among  them.  Not  only 
it  depend  on  rosy  projections  in  an  ind 
try  known  for  its  volatile  air  fares 
traffic,  but  it  also  offered  skimpy  ter 
to  bankers.  Smelling  excess,  the  banki 
and  then  the  market — balked. 

The  market  was  rejecting  just 
deal,  though,  not  renouncing  takeov Aii  toi 
With  the  notable  exception  of  Donak 
Trump's  $120-a-share  bid  for  AMR  Co: 
which  the  New  York  developer  w 


.  :.i 

()»Tif 

•.,  ,ti. 

L\l  sill 


and  it 
churlish 

market,  transactions  involving  corporate 
buyers  and  some  strategic  logic  will  ]jre- 
dominate.  "Deals  just  throwing  leverage 
at  a  corporation  are  suspect,"  says  J. 
Robert  Lovejoy,  a  partner  at  Lazard 
Freres  &  Co. 

WIHNOWING.  That's  why,  to  many,  the 
mmicrash  has  a  silver  lining.  "The  mar- 
ket is  an  effective  mechanism  [for  deal- 
ing with  excess  debtj,"  says  a  top  Trea- 
sury Dept.  official.  "We've  seen  a 
reappraisal  of  the  risk  involved  in  light 
of  market  events.  And  that's  good." 
While  he  is  no  fan  of  market  instability, 
Edwin  L.  Artzt,  vice-chairman  and  CEO- 
designate  of  Procter  &  (jamble  Co., 
agrees:  "Everybody  is  encouraged  to  see 
it  more  difficult  for  people  to  just  profi- 
-  er — ^just  break  [companies]  up  and  do 
:';;lhing  constructive." 
Tic  message  that  the  market  is  more 


individual  LBos.  Meanwhile,  investors, 
spooked  by  potential  defaults,  have 
pulled  back  from  the  junk-bond  market, 
a  key  source  of  takeover  funds. 

Recently,  as  several  LBos  had  trouble 
selling  assets,  selectivity  increased.  First 
Boston  Corp.  and  Chicago's  Pritzker 
family  had  to  reduce  their  bid  for  Ameri- 


TAKEOVER  FRENZY: 
JUST  A  SLIGHT  SLOWDOWN 

Completed  acquisitions  (first  nine  months) 


All  deals 

Value 

Billions 

IBOs 

Value 

Billions 

1986 

2,707 

$123.9 

202 

$26.5 

1987 

2,851 

126.8 

205 

23.2 

1988 

2,790 

144.7 

221 

29.1 

1989' 

2,298 

144.0 

214 

47.0 

*  Preliminary 

DATA:  M8.A  DATA  BASE,  MERCCRS  &  ACQUISITIONS  MAGAZINE 

drew,  most  pending  deals  weren't  S- 
rupted.  Among  others,  Procter  &  Ga- 
ble will  proceed  with  its  stock  swap  >t 
Noxell,  Groupe  Michelin  will  go  ah-d 
with  its  acquisition  of  Uniroyal  Goodjh 
Tire,  and  Unicorp  Canada  and  Cara  i> 
erations  are  pressing  forward  with  tlir 
$268  million  offer  for  Dunkin'  Donut 

New  deals  were  announced,  too. 
Oct.  16,  K  mart  agreed  to  buy  P|e 
Membership  Warehouse  for  $322  mill^tjt^, 
France's  Bidermann  agreed  to  pay  $ 
million  for  three  units  of  Cluett  IJ" 
body,  and  Hughes  Aircraft  said  it  wqd 
buy  the  Electro-Optics  Technology  I'- 
of  Perkin-Elmer  for  an  undisclosed 

Still,  there  may  be  a  pause  in  dealrrk'jjjj 
ing.  Until  the  market  stabilizes,  W^f^ 
buyers  and  sellers  will  be  nervous  abjt|  ^ 
negotiating  values.  In  coming  monm^^' 
however,  experts  believe  that  M&A  ac'^;;,, 
ty  will  snap  back,  especially  for  di}^f.j;.; 
driven  by  such  imperatives  as  increasl,. 


li 
1 

pi'  r- 
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lization,  industrial  restructuring, 
onsolidation.  "Strategic  deals  will 
ue  because  they  are  make-or-buy 
3ns,  and  buying  is  often  an  effec- 
'ay  of  doing  things,"  says  Stephen 
ley,  a  partner  at  McKinsey  &  Co. 

troubled  junk-bond  market  might 
ue  to  be  a  drag  on  takeovers.  Lack 
nand  for  junk  could  torpedo  or  de- 
le  30-odd  offerings,  worth  $11  bil- 
)n  the  calendar.  One  weathervane 
tch:  a  $475  million  offering  to  refi- 

the  LBO  of  CNW  Corp.,  a  railroad 
'  owners  include  its  management 
fnion  Pacific  Corp.  Junk  conditions 
Iso  affect  merchant  banking.  Wall 
;  has  a  big  bridge  loan  portfolio: 
s  some  loans  are  refinanced,  in- 
ent  houses  won't  be  able  to  put 

additional  capital  into  new  deals. 

deals  can  get  done  without  junk — 
nly,  commercial  banks  show  no 

of  abandoning  the  market.  They 
highly  leveraged  transactions"  as 
iswer  to  their  earnings  problems, 
ht  on  by  thin  margins  in  commer- 
)ans  and  outright  losses  on  Third 
I  debt  and  many  real  estate  loans, 
te  worries  that  bank  exposure  to 
is  too  high,  Comptroller  of  the  Cur- 
Robert  L.  Clarke  says  he  won't 
such  lending.  It  often  represents 
)est  credits  in  the  bank,"  he  adds. 
RAGLES.  They  may  get  even  better 
;  flight  to  quality  in  funding  deals 
.ses — especially  in  LBOs,  where  too 

inexperienced  players  were  lured 
ant  returns.  Early  on,  many  less- 
;terling  deals  worked  because,  in  a 

M&.A.  atmosphere,  sponsors  were 
c  sell  assets  easily  at  good  prices, 
ng  early  repayment  of  debt.  Late- 
my  asset  sales  have  come  in  under 
t.  And  in  many  LBOs  keyed  to  dra- 

improvements  in  operations,  the 
sed  miracles  have  yet  to  occur. 
;ure  LBOs  are  likely  to  be  concen- 
l  in  the  realm  of  noncyclical,  nuts- 
olts  companies  with  steady  cash 
and  minimal  investment  needs — 
1  is  where  the  buyouts  started.  Fi- 
^rs  may  also  again  demand  more 
1,  which  is  normally  Wf/^  of  an 

capitalization  but  which  swelled  to 

0  20%  in  the  year  after  the  crash, 
adoxically,  more  deals  may  be  gen- 

1  as  some  LBOs  divest  assets  to 
up  their  capital  structures.  Even 
id  state  of  the  junk-bond  market 
)rovide  opportunities  for  corporate 
•ers.  They  can  now  buy  a  target's 
.t  a  discount,  thereby  lowering  the 
1  cost  of  an  acquisition. 

ether,  these  forces  are  likely  to 
leals  flowing.  If  the  result  of  Fri- 
He  13th  is  increased  scrutiny  of 
who  would  quarrel  with  the  mar- 
nessage? 

Judith  H.  Dobrzynski  in  New  York, 
'ireau  reports 


AIRLINE  BUYOUTS:  lOSING  ALTITUDE 
BUT  NOT  GROUNDED  YET 


The  merger  game  in 
the  airlines  business 
hasn't  been  called  off. 
It  has  just  taken  a 
time-out.  Fundamental 
changes  still  look  to  be 
in  store  for  UAL  Corp. 
and  AMR  Corp.,  the  parents  of  United 
Airlines  Inc.  and  American  Airlines 
Inc.  Granted,  neither  deal  will  come  in 
at  anything  close  to  prices  on  the  table 
before  the  financing  collapsed  on  Oct. 
13  for  a  $6.8  billion  UAL  management- 
pilot  bid.  But  that's  bad  news  only  for 
investors  who  were  late  converts  to  the 
charms  of  the  two  carriers. 

The  UAL  buyout 
should  get  done — al- 
beit at  more  lucra- 
tive terms  for  the 
banks  that  are  ke\ 
to  the  deal.  Likewise, 
AMR  Chairman  Rob- 
ert L.  Crandall  can't 
simply  return  to 
business  as  usual 
now  that  a  spooked 
Donald  J.  Trump  has 
withdrawn  his  $7.5  billion  bid  for  the 
largest  U.  S.  airline.  Explains  Dillon, 
Read  &  Co.  analyst  Raymond  E.  Neidl: 
"The  debt-to-capital  ratios  are  going  to 
have  to  come  down,  but  there  are  still 
going  to  be  airline  deals." 

When  it  comes  to  UAL,  Neidl  has  a 
strong  case.  Although  the  stock  has 
nose-dived  more  than  85  points  since 
the  bankers  stalked  from  the  table, 
UAL  shares  still  trade  30'/^  to  40%  above 
estimates  of  their  worth  based  on  oper- 
ating results.  That  means  deal-hungry 
UAL  stockholders  are  still  waiting  to  be 
fed.  Moreover,  UAL's  pilots  won't  give 
up  easily  after  doggedly  pursuing  con- 
ti'ol  of  the  airline  since  1987.  And  CEO 
Stephen  M.  Wolf,  who  with  other  man- 
agers stands  to  make  a  fortune  from 
stock  options  and  a  10%  stake  in  the 
private  company,  knows  that  too  sharp 
a  share  drop  could  revive  bids  from 
oilman  Marvin  Davis  or  others. 
ADVANTAGE.  That's  why  UAL's  pilots 
and  executives,  as  well  as  its  embar- 
rassed lead  banker.  Citibank,  are 
scrambling  to  revive  their  deal.  Citi  al- 
ready is  floating  a  plan  to  lower  the 
previous  $300-a-share  buyout  to  less 
than  $250,  while  raising  the  interest 
rate  by  half  a  percentage  point  and 
increasing  up-front  fees  for  lenders. 

Ironically,  the  original  deal's  collapse 
may  work  to  the  advantage  of  the 
buyout  group.  A  transaction  at  $1  bil- 


^^^^  ^ 

■JilH 
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UAL  STOCK  HAS  DIVED  85  POINTS 
SINCE  THE  BANKERS  STALKED  AWAY 


lion  less  than  the  acquirers  originally 
bargained  for  could  save  UAL  roughly 
$90  million  in  interest  next  year. 

But  getting  other  United  employees 
to  come  aboard  will  still  be  tough.  The 
refusal  of  United's  largest  union,  the 
International  Association  of  Machin- 
ists, to  participate  alarmed  some  Japa- 
nese banks.  Indeed,  the  decision  by 
Japanese  banks  to  make  only  about  $1 
billion  in  loans — far  short  of  the  $2.5 
billion  Citi  expected — helped  kill  the 
original  deal. 

TURMOIL.  Those  fears  of  future  labor 
unrest  may  be  well  founded.  Charac- 
terizing Wolf's  participation  in  the 
stalled  buyout  as 
"greedy  and  irre- 
sponsible," \XU  Gen- 
eral Vice-President 
John  Peterpaul  on 
Oct.  17  called  on 
Wolf  and  the  entire 
UAL  board  to  resign. 
That's  a  blow  to 
Wolf's  hopes  that 
the  L\.M  might  accept 
stock  in  exchange 
for  wage  concessions  to  help  pay  down 
buyout  debt. 

At  AMR,  CEO  Crandall  can't  be  dis- 
pleased by  the  current  turmoil.  It  buys 
him  time  to  avoid  a  raider  or  a  major 
restructuring  that  could  jeopardize  his 
aggressive  growth  plans.  Still,  airline 
watchers  expect  him  to  rush  a  "safe" 
block  of  stock  into  an  employee  stock- 
ownership  plan  or  pay  a  special  divi- 
dend to  shareholders,  possibly  financed 
by  the  sale  of  part  of  AMR's  Sabre  com- 
puter-reservations system. 

The  wild  card  in  all  this  remains 
pending  legislation  to  strengthen 
Transportation  Secretary  Samuel  K. 
Skinner's  power  to  review  the  terms  of 
airline  deals  before  they're  completed. 
Skinner  jawboned  a  reduction  in  the 
contribution  of  KLM-Royal  Dutch  Air- 
lines to  the  Northwest  Airlines  Inc. 
buyout  and  placed  stiff  financial-re- 
porting restrictions  on  its  new  owners. 
While  sources  close  to  the  UAL  deal 
expect  him  to  lean  on  that  carrier  to 
reduce  the  $750  million  equity  stake  of 
British  Airways,  it's  unclear  how  much 
clout  Skinner  has  to  stop  a  purely  do- 
mestic buyer.  Beyond  demanding  simi- 
lar financial-reporting  requirements, 
don't  look  for  him  to  kill  any  deals. 
And  don't  expect  the  airline  buyout 
binge  to  wind  down  soon. 

By  James  E.  Ellis  in  Chicago,  leith  bu- 
reau reports 
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EARNINGS  I 


CORPORATE  EARNINGS  CAST 
A  SHADOW  ON  THE  STREET 


Increasing  costs  and  heavier  debt  are  pinching  profits — and  the  market 


The  collapse  of  the  UAL 
Corp.  deal  held  center 
stage  in  the  heart-stop- 
ping drama  on  Wall 
Street.  But  the  dismal 
earnings  news  filtering 
out  of  Corporate  Amer- 
ica played  an  important  supporting 
role — one  that  can  only  grow.  Now  that 
takeovers  have  lost  much  of  their  box- 
office  appeal,  the  outlook  for  profits  will 
become  increasingly  important  in  valu- 
ing both  individual  stocks  and  the  mar- 
ket as  a  whole. 

The  bottom  line:  The  next  few  ([uar- 
ters  may  be  bumpy  for  Wall  Street.  An 
aging  expansion  doesn't  support  healthy 
earnings  growth  because  many  of  the 
early  signs  of  an  economic  downturn — 
weakening  consumer  demand,  sluggish 


INTEREST  BILLS  ARE 
SOAKING  UP  A  LOT  OF  CASH 
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A  PERCENT  •  ESTIMATES 
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productivity  growth,  and  rising  wage 
pressures — an'  the  same  items  that  cut 
into  profits. 

To  make  matters  worse,  earnings  are 
already  weak.  Aftertiix  corporate  profits 
tumbled  at  a  25.8'a  annual  rate  in  the 
second  quarter,  to  an  armual  rate  of 
.^lol.l  billion  (chart,  [jagt;  8!:!).  That's  a 
marked  switch  from  the  robust  227"  in- 
crease in  this  year's  first  quarter.  And 
o-,"';  ali,  early  third-quarter  reports  have 
br'j',  lackluster  (table). 

"  '  rie  thrill  is  gone,"  warns  Abby  J. 
Cu(:e'!,  senior  research  analyst  at  Drexel 
Burrihau'i  l^ambert  Inc.  She  expects  op- 


erating profits  for  the  last  two  quarters 
of  this  year  to  increase  by  57<  to  10% 
from  year-ago  levels.  And  for  1990,  she 
projects,  "there's  a  good  chance  of  a 
decline." 

Corporate  earnings  are  wedged  be- 
tween a  rock  and  a  hard  place.  Revenues 
are  slipping,  while  costs  are  on  the  rise. 
Consumer  demand,  especially  for  goods, 
has  been  lethargic  all  year.  Spending 
increased  at  just  a  27  annual  rate 
in  the  first  half,  after  adjusting  for 
inflation. 

SLOW  MOTION.  The  much  sought-after 
"soft  landing"  for  the  economy  will 
mean  continued  weakness  in  the  con- 
sumer sector.  Right  now,  the  consensus 
of  most  forecasters  is  that  the  economy 
will  expand  by  a  sluggish  2.2'A  next 
year.  But  Cohen  calculates  that  real 
gross  national  product 
will  have  to  grow  by  a 
lot  more  than  that  for 
corporate  earnings  to 
rise  at  all. 

Investment  in  plant 
and  equii)ment  is  also 
likely  to  wind  down,  es- 
pecially in  manufactur- 
ing. "Slower  capital 
spending  is  bad  news 
for  the  profit  outlook 
for  those  companies 
producing  such  goods," 
says  David  Blitzer, 
chief  economist  at  Stan- 
dard &  Poor's  Corp., 
"but  it's  also  a  symj)- 
tom  of  the  weaker  earn- 
ings outlook  overall." 

Slower  export  growth 
also  dims  the  profit  pic- 
ture. Exports  in  August 
were  up  only  10.77' 
from  their  year-ago  lev- 
els, compared  with  the 
207"  yearly  pace  preva- 
lent earlier  this  year. 
Manufacturers'  best 
hope  may  be  for  the 
dollar  to  continue  its  re- 
cent retreat,  since  fur- 
ther strengthening  of 
the  greenback  will  hold 
down  export  earnings 
even  more  in  1990. 


Even  as  revenues  weaken,  compai 
will  face  a  tough  time  reining  in  co 
That's  because  growth  in  two  major 
penses — interest  payments  and  wage 
shows  no  signs  of  easing. 

As  the  Oct.  13  fiasco  plainly  she 
Wall  Sti-eet  is  finally  starting  to  woBtns  ( 
about  mounting  corporate  debt.  Net 
terest  expense  for  nonfinancial  corp(  ^jt 
tions  has  skyrocketed  during  the  lai 
part  of  this  expansion,  with  interest 
ments  doubling  in  just  three  yei 
Overall,  corporations  now  must  de 
25'/'  of  their  cash  flow  to  debt  serv 
up  from  about  177  in  1985  (chart). 

Soaring  debt  levels,  not  rising  intei 
rates,  account  for  the  lion's  share  of 
increased  burden.  Nonfinancial  co: 
rate  debt  has  shot  up  by  507  since  V 
That's  why  interest  expense  will 
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A  SAMPLE  OF 
THIRD-QUARTER 
PROFITS 

In  the  face  of  generally  un- 
inspiring earnings  reports,  a 
few  companies  unfurled 
dramatically  improved 
third-quarter  results.  But 
some  of  those  numbers  add 
up  to  less  than  meets  the 
eye.  Take  Philip  Morris.  Its 
sales  were  up  45%  over 
the  year-earlier  period,  but 
the  1988  figures  are  miss- 
ing something:  the  sales 
and  earnings  of  Kraft, 
which  Philip  Morris  ac- 
quired last  December. 

By  contrast,  United  Tech- 
nologies' advance  over 
1988's  third  quarter  is 
much  less  modest  than  it 
looks.  Last  year,  a  $33.3 
million  pretax  gain  from  an 
asset  sale  bolstered  an  oth- 
erwise dreary  bottom  line. 
An  increase  in  good,  old- 
fashioned  operating  in- 
come— notably  at  airplane 
engine  maker  Pratt  &  Whit- 
ney— buoys  the  latest  quar- 
ter's results. 


ABBOn  LABORATORIES 
ADVANCED  MICRO  DEVICES 
ALCOA 

AMERICAN  PRESIDENT 
AMR 


BOISE  CASCADE 
BURLINGTON  RESOURCES 
CBS 

CPC  INTERNATIONAL 
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COCA-COLA 

COCA-COLA  ENTERPRISES 

CORNING 

DOVER 
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DOW  JONES 

E-SYSTEMS 

ETHYL 

FEDERAL  NATL.  MORTGAGE 
FOOD  LION 
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GERBER  PRODUaS 
GOODRICH  (B.  F.) 
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HILTON  HOTELS 

HON  INDUSTRIES 

HONEYWELL 

IBM 


INTEL 

INTERNATIONAL  PAPER 
LILLY  (ELI) 
LOCKHEED 
LUKENS 
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SPECIAL 


■m  next  year,  even  if 
maintain  their  southern 


fit  margins  are  also 
g  squeezed  by  acceler- 
labor  costs.  That's  es- 
ly  true  in  services.  In 
lird  quarter,  nonfarm 
'  wages  advanced  at  a 
rate  annual  rate  of 
But  that  increase  was 
unevenly  between  a 
rise  in  manufacturing 
4.4%  jump  for  service 
rs. 

yes  will  continue  to  rise 
Y  next  year.  "The  working-age 
ition  is  growing  more  slowly," 
Bruce  Steinberg,  economist  at 
I  Lynch  &  Co.,  "and  we  have  few- 
urces  of  workers  that  can  be 
1."  With  a  smaller  number  of  peo- 
itering  the  labor  force,  companies 
ive  to  compete  for  new  hires.  That 
i  offering  higher  wages  as  well  as 
ded  benefit  packages  that  add  to 
nsation  costs. 

PRESSURES.  Rising  labor  costs 
n't  be  such  a  drag  on  earnings  if 
:tivity  were  rising  smartly.  But  it's 
roductivity  in  the  nonfinancial  cor- 
'  sector  fell  in  both  the  first  and 
i  quarters,  on  a  year-over-year  ba- 
le weakness  is  centered  in  the  non- 


AFTER  A  LONG  RUN, 
PROFITS  ARE  GETTING  WINDED 

AGGREGATE  AFTERTAX  CORPORATE  EARNINGS 


manufacturing  sector,  including  con- 
struction, finance,  and  services.  Manu- 
facturers are  doing  better:  Output  per 
man-hour  grew  3.1%  over  the  past  year, 
thanks  mostly  to  heavy  investments  in 
new  equipment. 

As  a  result,  unit-labor  costs  in  manu- 
facturing are  rising  at  more  manageable 
rates  than  are  costs  at  service  produc- 
ers. Manufacturing  unit-labor  costs  in 
the  second  quarter  were  up  by  just  17< 
from  a  year  earlier,  while  costs  for  the 
total  nonfinancial  corporate  sector 
jumped  by  a  rapid  5.S7<.  And  Merrill 
Lynch's  Steinberg  expects  that  unit-la- 
bor costs  will  increase  by  an  additional 
5'/'  in  1990. 

To  protect  their  bottom  lines,  compa- 


nies will  try  to  pass  their 
higher  costs  on  to  con- 
sumers. The  key  word 
there  is  "try,"  if  this 
year's  experience  is  any 
guide.  While  wholesale 
costs  of  consumer  goods 
excluding  food  and  energy 
rose  4:V27<'  in  the  past  12 
months,  retail  prices  of  the 
same  products  edged  up  just 
3%.  Companies,  particularly 
retailers,  are  swallowing  the 
difference. 

Blitzer  expects  that  more 
price  increases  will  be  passed 
along  next  year,  although  probably  not 
enough  to  boost  profits  appreciably. 
"Consumers  are  no  longer  overly  con- 
cerned with  an  inflation  rate  of  4%  or 
5'a  ,  so  they  will  not  resist  price  increases 
on  some  items,"  he  says.  The  exception, 
he  cautions,  is  autos.  Blitzer  figures  con- 
sumers will  continue  to  balk  at  the  high- 
er prices  for  new  cars,  and  that  resis- 
tance will  cut  into  both  production  and 
earnings  for  auto  makers. 

After  years  of  playing  second  banana 
to  takeover  news,  earnings  growth  could 
play  the  lead  role  once  again  in  setting 
stock  prices.  But  if  profits  perform  as 
poorly  as  analysts  expect,  1990  won't  be 
a  boffo  year  for  Wall  Street. 

Bij  h'atlilccN  Mddigcni  in  New  York 


Profits 

%  chg. 

Marg 

ns 

Soles 

%  chg. 

Profits 

%  chg. 

Margins 

$  mil. 

vs.  1988 

1989 

1988 

$  mil. 

vs.  1988 

$  mil. 

vs.  1988 

1989 

1988 

196.3 

+  14 

15.0 

14.2 

MARRIOTT 

1,930.0 

+  16 

63.0 

+  8 

3.3 

3.5 

12.1 

+  68 

4.4 

2.5 

MAYTAG 

796.5 

+  62 

29.3 

-18 

3.7 

7.3 

219.0 

-3 

7.7 

8.8 

McGRAW-HILL 

452.2 

+  9 

64.1 

+  9 

14.2 

14.1 

8.1 

-73 

1.5 

5.7 

MCI  COMMUNICATIONS 

1,667.0 

+  23 

165.0 

+  59 

9.9 

7.7 

137.0 

-9 

5.0 

6.5 

MEAD 

1,197.5 

+  2 

69.7 

-59 

5.8 

14.5 

62.8 

-13 

5.8 

6.9 

MERCK 

1,632.8 

+  11 

390.5 

+  25 

23.9 

21.2 

33.2 

-31 

8.0 

11.7 

MONSANTO 

2,061.0 

+  2 

126.0 

+  9 

6.1 

5.7 

61.8 

-11 

10.4 

12.3 

MOTOROLA 

2,408.0 

+  20 

89.0 

+  2 

3.7 

4.3 

87.2 

+  14 

6.8 

6.3 

NCR 

1,390.6 

-1 

93.1 

-10 

6.7 

7.3 

94.0 

-18 

5.0 

6.0 

PEPSICO 

3,901.6 

+  25 

269.3 

+  11 

6.9 

7.7 

361.3 

+  22 

15.7 

13.9 

PHILIP  MORRIS 

11,247.0 

+  45 

748.0 

+  20 

6.7 

8.0 

12.7 

-68 

1.2 

3.9 

POLAROID 

437.7 

0 

29.9 

NM 

6.8 

NM 

75.9 

-38 

10.6 

19.7 

POTLATCH 

318.4 

+  16 

35.1 

+  24 

11.0 

10.3 

33.2 

0 

6.4 

6.7 

RAYTHEON 

2,189.0 

+  10 

137.4 

+  8 

6.3 

6.4 

589.0 

-7 

13.9 

15.2 

ROADWAY  SERVICES 

625.3 

+  26 

23.6 

+  15 

3.8 

4.1 

28.8 

-10 

7.1 

8.3 

ROHM  &  HAAS 

623.0 

+  1 

32.6 

-35 

5.2 

8.0 

21.3 

+  9 

5.3 

5.1 

RUBBERMAID 

351.5 

+  10 

32.6 

+  16 

9.3 

8.8 

54.8 

+  19 

8.9 

8.8 

RUSSELL 

187.7 

+  25 

20.2 

+  22 

10.8 

11.0 

211.9 

+  60 

7.2 

4.9 

SCOTT  PAPER 

1,249.3 

+  9 

145.9 

-15 

11.7 

14.8 

32.3 

+  13 

2.9 

3.2 

SCRIPPS  (E.  W.) 

304.3 

+  4 

18.0 

+  35 

5.9 

4.6 

83.1 

+  11 

10.0 

9.3 

SMITH  (A.  0.) 

217.7 

-8 

-4.5 

NM 

NM 

0.4 

17.8 

+  36 

9.6 

8.8 

SONOCO  PRODUaS 

402.5 

-2 

25.8 

+  10 

6.4 

5.7 

945.0 

+  16 

7.4 

6.8 

SOUTHWESTERN  BELL 

2,208.7 

+  4 

295.3 

-9 

13.4 

14.5 

27.1 

+  11 

9.3 

8.9 

SQUARE  D 

410.8 

+  2 

31.4 

-5 

7.6 

8.2 

39.1 

-43 

6.5 

11.1 

TRW 

1,792.0 

+  8 

60.0 

-12 

3.3 

4.1 

85.7 

-7 

8.7 

9.8 

TELEDYNE 

1,128.4 

+  4 

78.7 

+  2 

7.0 

7.1 

28.1 

+  3 

11.3 

11.6 

TRIBUNE 

590.7 

+  3 

62.7 

+  21 

10.6 

9.0 

10.6 

+  57 

6.9 

5.0 

UNITED  TECHNOLOGIES 

4,800.0 

+  7 

196.7 

+  3 

4.1 

4.2 

74.4 

NM 

4.3 

NM 

UNITED  TELECOMMUNICATIONS 

1,933.9 

+  13 

94.6 

+  64 

4.9 

3.4 

877.0 

-30 

6.1 

9.1 

WARNER-LAMBERT 

1,108.0 

+  7 

106.9 

+  22 

9.7 

8.5 

72.0 

-50 

9.3 

18.2 

WESTINGHOUSE  ELEORIC 

3,127.8 

+  2 

234.4 

+  7 

7.5 

7.2 

215.0 

+  7 

7.4 

8.5 

WEYERHAEUSER 

2,574.4 

+  9 

166.8 

+  15 

6.5 

6.1 

212.4 

+  24 

20.3 

18.2 

WHEELING-PITTSBURGH  STEEL 

297.7 

+  9 

33.7 

-48 

11.3 

23.8 

-32.0 

NM 

NM 

5.4 

WHITMAN 

1,022.9 

+  14 

59.4 

+  31 

5.8 

5.1 

11.6 

+  37 

7.0 

5.4 

WILLAMEHE  INDUSTRIES 

486.6 

+  10 

52.9 

+  36 

10.9 

8.8 

NM  —  not  meoningful 

DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC 

EPORT 
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Howre  you  going  to  do  it? 

li  s  a  coiiinion  business  (lih-iiiina.  Y»u  l»u\  today  s  slatc-ol-tlic-ar 
coiiiputcrs.  oiiK  to  watch  hrlplcsslv  as  toniorrow's  new  t<'(  [inol()g>  d 
passes  \ou  l»v.  Sohow  caii  ytii  kt'('[>  \oiir  >\st('tii  ciirnMit.  your  husiiis 
(■oin|)ctiti\c.  and  icniaiii  prrpaivd  lor  what  the  fntiu'e  holds? 

Vhv  Security  Ol  Pi()tectint>;  Your  Investment.  ■ 
l  ilt- an>\\er  is  simple.  In\<'st  in  the  IIJM  IVrsoiial  S\stem/2'  laiiii  , 
ol  eorii|)iitri>.  PS/i!  >  nil)  your  I )( )S  and  ( )S/2  applications,  allovf 
you  to  keep  all  your  software  and  liles.  so  exrrythin^ can  nMiiain iiii^j^i^ 
l)u>iness  as  usual.  Hut  what  s  not  so  usual  is  the  wa\  the  II^M  PS/ 
lainily  ol  computers  helps  you  make  the  tnost  ol  lutmc  adyanees. 
Take  our  new  UMr  up-rade  lor  the  PS/2  Model  70-A21,  |j 
lor  example.  TIk  M(tdej  7(1- \2I  already  hoasts  the  industry's  mo|ipi| , 

K 

IBM  Person.il  Systeni/2  OS/2  and  PS/2  are  registered  trademarks  and  Mrcro  Channel  is  a  trademafk  nt  International  Business  Machines  Corporation  386  and  486  are  trademarks  of  Intel     1989  IBM  Corp.  I 


PS/2  it! 


32-i)it  l)us.  IHM  s  Micro  (ihaniidr  And  you  nerd  oriK 
its  386™  platlonn  with  our  iifw  lo()  Power  llatlorm 
p  it  IBM's  lastcst  PC  cwr. 

he  Solution  Is  IBM.  And  that's  just  tlic  hroinnin<i. 
e  IBM  is  conimittt'd  to  niakiuji,  sure  \our  \aluahl(' 
lent  in  the  PS/2  stays  valuahle  for  years  to  eorne.  So  as 
ogy  continues  to  ra(  <'  aliead.  as  wr  all  know  it  w  i 
positioned  to  take  advantage  of  it.  Contact  your 
Jthorized  Dealer  or  IBM  marketing  representative, 
ealer  near  you.  call  I  800  IBM-2  [68.  ext.  180. 
1(1  out  why  a  PS/2  on  your  desk  today  will 
keeping  you  conijjetitive  tomorrow. 


Business  Week/Harris  Poll 


WHO  CARES  ABOUT  THE  MARKETS? 


|ore  and  more,  the  public  says  the  market's 
gyrations  have  little  meaning,  either  for 
the  economy  as  a  whole  or  for  their  own  fi- 
nances. Despite  the  Dow's  dizzying  one-day  de- 
scent, they're  less  worried  about  a  recession 
than  they  were  in  June,  during  the  market's  sum- 
mer rally.  And  only  45%  of  Americans  now 
think  the  stock  market  is  a  good  barometer  of 
the  economy,  down  from  56%  in  September, 
1986.  Fully  88%  said  that  they  were  largely  un- 
affected by  the  market's  recent  moves. 


Still,  Americans  are  growing  edgier  about  th^ 
market.  They're  more  pessimistic  about  the  pro 
pects  for  stock  prices,  both  over  the  next  few 
weeks  and  the  next  year,  than  they  were  right 
after  the  October,  1987,  crash.  Small  wonder 
that  74%  don't  plan  to  buy  stocks  or  mutual 
funds  in  the  next  12  months.  And  what  do 
Americans  fault  for  the  market's  troubles?  In- 
creasingly, they're  blaming  speculation  and 
greed,  rather  than  budget  and  trade  deficits — 
even  program  trading. 


CAUTIOUS  CONSUMERS 

■  A  year  from  now,  as  a  result  of  economic  conditions,  do  you  fee! 
or  not  that...? 


Yes 


Prices  will  be  going  up  much  faster 
Unemployment  will  start  to  go  up 
again 

Interest  rotes  will  begin  to  climb 
again 

You  will  be  more  cautious  in  spend- 
ing OS  a  consumer 
The  country  will  be  going  into  a  re- 


59%  39% 

55%  40% 

69%  26% 

78%  20% 

39%  52% 


No     Not  sure 
2% 


5% 
5% 
2% 
9% 


STOCKS  LOOK  FLAT 

■  As  you  probably  know,  stocks  fell  by  1 90  points  lost  Friday,  the 
second-largest  drop  ever.  Now,  do  you  think  stocks  will  go  up, 
stay  about  the  some,  or  go  down  over  the  next  few  weeks? 


Go  up 

Stay  about  the  same 
Go  down 
Not  sure 

■  How  about  over  the  next  year? 
Go  up 

Stay  about  the  same 
Go  down 
Not  sure 


Oct.  '89 
38% 
41% 
17% 
4% 

Oct.  '89 
40% 
38% 
17% 

5% 


Oct.  '87 
49% 
34% 
10% 
7% 

Oct.  '87 
50% 
31% 
12% 
7% 


FEW  mm  GUYS 

■  In  the  next  year,  do  you  plan 
to  invest  in  common  stocks  or  in 
a  mutual  fund,  or  not? 


NOT  MUCH  PAIN 

■  As  far  as  you  personally  are 
concerned,  have  the  stock  mar- 
ket's recent  moves  hurt  you  fi- 
'iC'^iciaily,  helped  you  financial- 
ly, or  not  had  much  effect? 


Plan  to  24% 

Do  not  plan  to   74% 

Not  sure  2% 

Hurt  financially  7% 

Helped  financially  4% 

Not  had  much  effect  .  .  88% 
Not  sure   1% 


BLAME  THE  GREEDY 

■  If  you  hod  to  say,  which  one  of  these  do  you  feel  was  most  n 
sponsible  for  the  recent  sharp  drop  in  the  stock  market? 


Oct.  '89 

Oct.  '< 

The  failure  of  the  government  to  cut 

the  big  federal  budget  and  U.S. 

trade  deficits 

19% 

28 

Wall  Street  speculators  who 

kept  driving  up  stock  prices 

21% 

18' 

Computerized  trading  of  stocks 

11% 

16< 

Rising  interest  rotes 

7% 

7' 

Investors  getting  too  greedy 

32% 

21' 

Not  sure 

10% 

10' 

STOCKS  ARE  A  POOR  BAROMETER 

■  Some  people  believe  that  if  the  mar 

ket  is  going  up,  the  econon 

is  getting  better,  and  if  the  market  is  follmg,  the  economy  is  get- 

ting worse.  Do  you  think  the  stock  market  is  a  good 

indicator  of 

the  health  of  the  economy  or  not? 

Get.  '89 

Sept.'l 

Is  a  good  indicator 

45% 

56 

Is  not  a  good  indicator 

51% 

35' 

Not  sure 

4% 

9' 

INCONSEQUENTIAL  CRASHES 

■  As  you  know,  the  stock  market  crashed  in  October,  1 987,  and 
took  another  sharp  decline  lost  week.  Do  you  feel  that  these  shai 
movements  in  stock  prices  usually  slow  economic  growth  in  this 
country,  help  economic  growth,  or  don't  have  much  effect  on  th( 
economy? 

Slow  economic  growth   

Help  economic  growth   W\ 

Don't  have  much  effect  40| 

Not  sure  5 

Edited  by  Mark  N.  Vamos 

Poll  of  984  adults  conducted  on  Oct.  16-17,  1989.  Prior  polls 
were  conducted  as  follows:  1 ,255  adults  on  Sept.  15-16,  1986;jj 
1 ,250  adults  on  Oct.  23-25,  1 987.  Surveys  were  conducted  by  t 
Louis  Harris  &  Associates  for  BUSINESS  WEEK.  Overall  results  shoujj 
be  accurate  to  within  three  percentage  points. 
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SPECIAL  RC 


lo  rctcnc  vour 
compltmenuir\ 
set  of  fabric 

call  toll  free 
in  the  con- 
lincnial  US. 
l-HiXI- 
>i_'-(b'()5. 
Suit;  32  iW. 
.■Mso  available, 
nan  bla/er; 
225W.  In 
l/cn's  Clotbinq 


Nordstrom  classics  Fine  Clothing  for  Men 

"We  could  take  up  a  lot  of  vour  time  boasting  about  the  truly 
exceptional  fit  of  our  o\m  pure  wool  suits . . .  but  we  think  it  a  bit  more  gentlemanly,  and 
effective,  to  simply  suggest  that  you  come  in  and  trv  one  on." 


n  D  r  d  5 1  r  0  m 


PURE  WOOL 


The  j(wn-in  Woolmark  lab«l  is  your  aisurance  ^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^m 

^Iity-tsited  fabncs  made  of  the  worlds  best    Pure  Wool,  WASH1N(>  H  >\  ( )RH,(  )\  C  \I  ih<  tKMA  U  lAll  Al  ASK  WlRCilMA 


Juvenile  Diabetes 
only  affects 
men,  women 
and  children. 


Just  because  it's  called  'juvenile  diabetes' 
doesn't  mean  it's  a  child's  disease.  It  can 
strike  anyone.  At  any  time.  And  when  it 
does,  it  can  bring  along  some  very  adult 
complications.  Like  heart  attacks,  strokes, 
kidney  feilure  and  blindness. 


In  spite  of  all  this,  things  have  never 
looked  better.  Because  we  know  a  cure  is 
possible.  We're  the  JDF  and  we  fund  diabetes 
research.  Research  that  will  change  the 
outlook  for  juvenile  diabetes.  And  for  the 
men,  women  and  children  it  affects. 


IfWc 


JDF  International. The  Diabetes  Research  Foundation 

432  Park  Avenue  South,  New  York,  NY  10016  Tel:  1-800-JDF-CURE; 


EPENOENT 
SECTOR 


\ 


lustafmctionof  niiat  wespenddinii^out 
x)uld  hdp  pick  up  the  tab  KM*  a  good  cause. 


If  we  all  shared  just  a  small  amount  of 
ur  money  and  time  with  the  causes  we 
;allycare  about, it  would  be  a  sure  recipe 
)r  success. 

Against  hunger.  For  better  health. 
T  to  improve  our  arts  and  culture. 

Millions  of  people  have  helped   

tablish  five  percent  of  their  incomes  whaiy^ 


^  and  five  hours  of  volunteer  time  per  week  as 
W  America's  standard  of  giving. 

■  Ifwe  all  reached  this  standard,  we 

f  could  generate  more  than  $  1 75  billion 

every  year.  With  a  force  equivalent  to  20 
million  full-time  workers. 
 .1YC«  So  make  it  your  goal  to  give  five. 

£t  back  is  immeasurable.   And  help  kcCp  SOCiCty  Well-nOUrishcd . 


36C-CA 


Why  stay  with  a  business  bank 
youVe  outgrown^ 


You've  achieved  great  business 
success,  only  to  discover  that 
now  your  needs  outstrip  your 
bankers  expertise. 

Come  to  First  Interstate  Bank 
of  California. 

Our  business  bankers  can 

;p  growing  firms  like  yours 
heir  full  potential  with 

.    ■> ; .  •  y  of  flexible  services 


and  creative  programs. 

They  skillfully  design  financ- 
ing to  meet  the  special  needs  of 
expanding  companies. 

And  they  can  draw  on  the 
resources  of  other  experts 
within  First  Interstate  Bank  for 
cash  management,  investments, 
trust  services,  and  commercial 
real  estate  financing. 


Get  expertise  from  a  bank 
whose  capabilities  you'll  never 
outgrow.  Visit  your  nearest 
First  Interstate  office. 

Of  First 
Jnterstate 

Bank 

We  go  the  extra  mile  for  you? 


Member  FDIC 


LITTLE    THINGS   MEAN    A    LOT      AT   SHERATON    LITTLE    THINGS   MEAN    A   LOT      AT  SHERATON 


,N  YOUR  VIEW,  WHAT  MAKES  ONE 
BANGKOK  HOTEL  SUPERIOR  TO  ANOTHER? 


Luxurious  rooms?  Smiling,  efficient  service?  The  finest  cuisine? 
We  couldn't  agree  more. 
But  we  also  understand  that  it's  the  little  things  that  really  make  the 
difference.  Whether  your  room  has  a  good  view,  for  example. 
(Or  indeed,  any  view  at  all.) 
The  Royal  Orchid  Sheraton  stands  on  the  edge  of  Bangkok's  'River  of 
Kings  ":  the  Chao  Phya.  A  location  that  commands  unparalleled  views. 

Not  just  from  all  the  hotel's  guest  rooms,  but  from  our  riverside 
restaurants,  function  rooms,  even  the  swimming  pool.  A  small  detail, 
perhaps.  Though  it  rather  depends  on  your  point  of  view. 


AT  SHERATON  LITTLE  THINGS  MEAN  A   LOT       AT  SHERATON 


Royal  Orchid  Sheraton 
Hotel  Towers 

The  hospitality  people  ol  |  IH|I 


FOB  SESEKVATIONS  CAIL  ANY  SHERAION  HOTEL  WOBLDWIOE  OR  CAU  BANGKOK  166  2)  2363S35  •  BRUNEI  (473  2)  «4272  •  MANILA  (63  2)  522  101  I  •  PHUKET  (66  761  391  123 
•    SINGAPORE    1651    7326000      •    OR    CALL    THE    HOTEL    ON    TEL      (66-21234-5599.    237  0  022       FAX      166-2)    2368320        •    TELEX      84491,    84492    ROYORCH  TH 
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ENE  G.  MARCIAL 

ESE  PROS  WERE 
IILIMG  ON 
IDAY  THE  13TH 


|he  shock  of  the  market's  190- 
point  fall  on  Friday  the  13th  was 
a  blessing  for  investment  raanag- 
11  Harnisch.  He  is  one  of  a  group 
oney  runners  who  welcomed  the 
et  collapse. 

rnisch  is  managing  director  of 
tmann-Leff  Associates,  which 
s  $4.5  billion.  Like  many  other  val- 
nscious  pros,  he  hadn't  been  bull- 
n  equities  all  year  because  he  felt 
most  stocks  had  become  over- 
d.  He  believes  that 
luch  leveraging  has 
going  on,  particu- 
in  the  shares  of 
anies  embroiled  in 
mored  to  be  target- 
•r  a  takeover  or  re- 
turing.  So  he  sat  on 
sidelines  after  the 
;et's  January  rally, 
e  sudden  Friday  fall 
him  the  chance  to 
-at  bargain  prices — 
tocks  he  had  passed 
arlier  in  the  year, 
in  the  first  hour  of 
iay's  tension-filled 
ng  session,  when 
narket  fell  an  addi- 
il  60  points,  Har- 
.  snapped  up  some 
million  worth  of 
:s.  Says  Harnisch: 
iven't  had  this  much 
the  trading 


Among  Werner's  buys  are  Para- 
mount Communications,  which  fell  to 
56  on  Oct.  13  from  63  the  day  before; 
MCA,  down  to  62  on  Friday  from  69; 
Hilton  Hotels,  hammered  to  85  from 
106;  F.  W.  Woolworth,  down  to  59  from 
66;  Burlington  Resources,  to  44  from 
49;  Chevron,  down  to  59  from  65;  and 
USX,  to  33  from  37%. 

Herb  Ehlers,  president  and  chief  in- 
vestment officer  of  Eagle  Manage- 
ment, felt  good  about  having  put  25% 
of  the  $3.4  billion  he  manages  in  cash 
instruments  in  September.  That  armed 
him  well  to  buy  shares  of  asset-rich 
companies  that  he  had  been  buying 
earlier  at  much  higher  prices.  Among 
them:  Centel,  which  fell  to  61  y2  on  Oct. 
13  from  67V2  on  Oct.  12;  Contel,  which 
slid  to  30%  from  35;  and  Federal  Home 
Loan  Mortgage,  known  as  Freddie 


AFTER  THE  PLUNGE: 
WHAT  THE  SMART  MONEY  IS  SCOOPING  UP 


Stock  prices 

Stock  prices 

1989 

high 

Oct.  18 

1989  high 

Oct.  18 

APPLE  COMPUTER 

503/8 

48  V4 

FED.  HOME  LOAN  MT6. 

1043/4 

92  V2 

AMERICAN  EXPRESS 

393/8 

36% 

HOLIDAY 

89 

711/8 

AT&T 

45% 

42  V2 

HILTON  HOTELS 

115V2 

963/4 

BIRMINGHAM  STEEL 

29% 

283/8 

MCA 

713/8 

62V2 

BRISTOL-MYERS  SQUIBB 

513/8 

51 

PARAMOUNT 

663/8 

571/4 

BURLINGTON  RESOURCES 

53% 

46  V2 

PEPSICO 

623/8 

593/4 

CENTEL 

67V2 

62V4 

PHILIP  MORRIS 

463/4 

433/8 

CHEVRON 

671/2 

65 

SAFETY-KLEEN 

383/4 

341/4 

COCA-COU 

70% 

68 

SCHERING-PLOUGH 

79% 

741/8 

CONTEL 

363/4 

32  V2 

USX 

39% 

341/8 

DREYFUS 

37% 

333/4 

UAL 

294 

1913/4 

DWG 

15 

15V4 

WASHINGTON  POST  B 

311 

2913/4 

ELI  LILLY 

661/4 

623/8 

WOOLWORTH 

IVk 

591/4 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC^ 


on 

—picking  up  practically  any  stock 
mted  at  unbelievable  discounts — 

the  1987  crash."  By  Monday's 
,  Harnisch  had  raised  Forstmann's 
;y  investment  from  55%  to  657'. 
IT-RUNNERS.  Hamisch  focused  on 
3S  of  leaders  in  industries  he  likes, 
ily  Eli  Lilly  and  Bristol-Myers 
bb  among  pharmaceuticals;  Apple 
puter  and  MCI  Communications  in 
lology;  and  American  Express  and 
'fus  among  financial  stocks, 
t  seemed  as  if  the  clock  had  been 
sd  back  to  March,  when  the  mar- 
was  cheap  and  very  attractive," 

Joseph  Werner,  a  strategist  at 
.  Schmeidler,  a  New  York  invest- 
t  firm.  The  dive  gave  him  the 
ce  to  buy  into  companies  with 
ig  fundamentals  whose  shares  had 
idy  run  up  on  takeover  rumors. 


Mac,  which  tumbled  to  871/2  from  97%. 
Ehlers  values  Centel's  assets  at  $110  a 
share  and  Contel's  at  $55  a  share.  He 
expects  Freddie  Mac  to  climb  back  up 
to  the  high  of  $104  a  share  it  hit  earlier 
in  the  year. 

Some  takeover  players  swiftly  took 
advantage  of  the  drubbing  suffered  by 
shares  of  companies  already  engaged 
in  deals.  One  California  investment 
manager  bought  more  of  Holiday, 
which  tumbled  to  71  on  Friday  the 
13th  from  79  the  day  before.  The  com- 
pany has  an  agreement  to  sell  its  Holi- 
day Inn  hotel  chain  to  London's  Bass 
PLC.  Given  what  Holiday  expects  to 
reap  from  the  deal,  this  West  Coast 
manager  figures  its  stock  is  worth  90. 

He's  also  scooping  up  many  of  the 
fallen  shares  of  UAL,  the  United  Air- 
lines parent  whose  management  group 


has  so  far  failed  to  secure  financing 
for  its  buyout  offer.  Although  that  fail- 
ure was  one  trigger  of  the  Oct.  13 
shock,  this  investor  thinks  the  takeover 
battle  for  UAL  is  far  from  over.  His  is  a 
minority  view,  though,  because  the 
stock  was  down  from  285  on  Oct.  12  to 
191%  on  Oct.  18. 

DWG  is  another  stock  that  took  a  hit 
because  of  a  buyout  battle.  The  shares 
tumbled  to  12  on  Oct.  13  from  14  the 
day  before.  But  takeover  pros  quickly 
moved  in,  and  their  buying  pushed  the 
stock  up  to  151/4  on  Oct.  18. 

Investment  manager  Mike  Connor, 
who  heads  the  Connor-Ballan  unit  at 
Fahnestock  &  Co.,  puts  DWG's  breakup 
value  at  more  than  $30  a  share.  The 
holding  company,  which  is  controlled 
by  financier  Victor  Posner,  owns  Gran- 
iteville,  a  textile  company;  National 
Propane;  and  a  65%  in- 
terest in  Southeastern 
Public  Service.  DWG  also 
has  a  W/i  stake  in  Ches- 
apeake Financial,  which 
owns  soft-drink  maker 
Royal  Crown  Cola, 
whose  operations  include 
the  Arby's  chain  of 
roast-beef  eateries. 

DWG  is  now  in  court- 
ordered  negotiations 
with  an  investor  group 
led  by  Andrew  Heine 
over  the  latter's  offer  to 
buy  DWG  for  $572  mil- 
lion, or  $22  a  share.  (Hei- 
ne sued  DWG  after 
Posner  rejected  the  of- 
fer.) Connor  thinks  that 
if  a  Posner-Heine  deal 
can't  be  reached,  Metro 
Mobile  CTS,  which  has  a 
5%  stake,  might  be 
tempted  to  make  a  bid. 
Texas  takeover  investors  Sid  Bass  and 
Richard  Rainwater  are  on  the  board  of 
New  York's  Metro  Mobile,  a  cellular- 
phone-system  operator. 

One  New  York  investment  manager 
picked  up  Birmingham  Steel  shares 
when  they  dropped  to  26  on  that  fright- 
ening Friday.  'The  company  has  agreed 
to  merge  with  Herbert  Corp.,  for  which 
Birmingham  shareholders  will  receive 
$30  a  share  in  cash.  One  unusual  twist 
in  the  accord:  Birmingham  is  free  to 
seek  other  bids,  and  it  has  asked  First 
Boston  to  do  so. 

More  conservative  money  managers 
merely  rounded  up  the  usual  sus- 
pects— large  blue  chips  that  should 
weather  any  storm.  They  include  Philip 
Morris,  Coca-Cola,  Schering-Plough, 
PepsiCo,  and,  yes,  American  Telephone 
&  Telegraph. 
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SCENES  FROM  THE  BAY  AREA  QUAKE:  FIRE  FROM  A  GAS  LEAK  RIPS  THROUGH  A  BUILDING,  A  COLLAPSED  SECTION  OF  DOUBLE-DECKED  HIGHW/Hfr'HiHI 


THE  EARTHQUAKE  I 


'WE'VE  BEEN 
REMARKABLY  LUCKY' 

MOST  ESCAPED  SERIOUS  HARM— AND  SILICON  VALLEY  IS  LARGELY  INTACT 


ssiirac 
:tiien 
*  Ic 
f>  to  il 

km 


One  second,  it  was  Baysball  from 
("andlestick  Park,  with  a  nation- 
al television  audience  watchinj^ 
Jose  Canseco  loi)e  alonjr.  The  next,  disas- 
ter in  prinne  time.  But  eerie  as  the  ensu- 
ing scenes  of  a  broken  bridge  and  crum- 
pled superhighways  seemed,  and  as 
deadly  to  scores  of  freeway  commuters 
as  the  Oct.  17  earthquake  proved,  it 
might  have  been  far  worse.  It's  likely 
that — with  a  few  notable  exceptions — 
the  region's  economy  will  be  up  and 
humming  in  short  order. 

The  most  glaring  exception:  the  now 
uncrossable  Bay  Bridge,  the  main  path 
for  hundreds  of  thousands  to  and  from 
work  each  day.  Its  damage,  and  that 
lone  to  other  critical  routes,  almost  cer- 
Uiiniy  ensures  weeks  of  nasty  traffic 
snarls  and  diversions.  Says  Perry  Plu- 
niart.  an  aide  to  Representative  Pete 
Staik,  an  Oakland  Democrat:  "If  your 


office  is  safe  and  your  home  is  safe  but 
you  can't  get  to  work,  that  has  a  big 
economic  impact."  Repairing  just  the  col- 
lapsed section  of  double-decked  Inter- 
state 880  leading  to  the  bridge  from 
Oakland  "will  take  many,  many  months 
and  a  large  expense,"  notes  Keith  Mul- 
rooney,  a  spokeman  for  the  Federal 
Highway  Administration. 
UNINSURED  HOMES.  Yet  the  rush-hour 
quake — at  6.9  on  the  Richter  scale  the 
biggest  in  the  region  since  the  massive 
one — might  have  wreaked  far  scari- 
er havoc:  a  nuclear  power  plant  melt- 
down, a  topi)ling  Transamerica  Tower,  a 
looting  mob  raging  through  a  blacked- 
out  San  Francisco.  Says  Piotr  Moncarz, 
principal  engineer  at  Failure  Analysis 
Associates,  a  Palo  Alto  engineering  con- 
sultant: "We've  been  remarkably  lucky." 

But  four  out  of  five  Bay  Area  home- 
owners don't  carry  quake  insurance.  Sad 


as  it  is,  that  will  be  a  boon  to  insui 
The  industry,  which  has  already  ti 
sizable  hits  this  year  with  the  E: 
Valdez  oil  spill  and  Hurricane  Hft-V-'? 
may  feel  a  positive  effect  from 
quake  that  won't  be  obvious  at  firs 
Claims  seem  certain  to  surpass  th( 
tial  guesses  of  $1  billion,  and  "there' 
question  at  all,  this  has  to  be  a  sei 
insurance  loss,"  says  Ken  E.  Ran 
managing  director  of  Merrett  Hold 
PLC,  the  No.  2  property-casualty  ur 
writer  at  Lloyd's  of  London.  Yet  in  s^sjjj 
try  cash  flow  last  year  came  to  $3? 
lion,  and  insurers  can  absorb  the  qi 
claims  without  too  bad  a  squeeze, 
real  gain  for  them  will  come  if  the  qi 
reverses  the  pattern  of  insurance  n 
which  have  been  running  soft  since  ] 
Now,  as  claims  from  the  quake  are  t 
and  underwriters'  spare  capacity 
up,  Randall  suggests  "this  may  be 


i 
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0  THE  BRIDGE  FROM  OAKLAND,  AND  THE  CRUMBLING  BAY  BRIDGE— THE  MAIN  PATH  TO  WORK  FOR  THOUSANDS  OF  COMMUTERS 


catalyst  needed  for  higher  rates." 
ice  H.  Holcomb,  a  senior  vice-presi- 

at  Alexander  &  Alexander  Inc.,  ex- 
3  insurance  prices  to  rise  as  much  as 
in  the  first  quarter. 
;rhaps  luckiest  of  all,  Silicon  Valley 
iars  to  have  ridden  out  the  quake 
!  the  worse  for  a  shaking.  The  morn- 
ifter,  such  major  employers  as  Hew- 
Packard  Co.  and  Apple  Computer 

closed  as  officials  surveyed  the 
age.  HP  found  one  building  severely 
aged.  An  IBM  spokesman  reported 
company's  San  Jose  disk  manufac- 
ig  plant  suffered  just  "minor  dam- 

from  broken  water  pipes, 
at  most  of  Silicon  Valley  expected  to 
ip  in  a  day  or  so,  according  to  Gary 
ice,  president  of  the  Santa  Clara 
nty  Mfg.  Group.  Already,  the  day 
r  the  quake,  Advanced  Micro  De- 
5  Inc.  had  all  of  its  operations  in  the 
ity  up  and  running.  Likewise,  an  of- 
1  of  Intel  Corp.  reported  the  chip- 
er  suffered  "no  structural  damage 
ny  consequence  to  our  plants  and  no 
ries — ^just  books  falling  off  office 
ves  and  things  like  that." 
SED  PIPELINES.  Unocal  Corp.  spilled 

00  gallons  of  gasoline  at  an  East 
distribution  center,  but  of  the  hun- 

is  of  other  big  businesses  that 
^ed  or  stopped  operations,  many  did 
s  a  precautionary  measure.  Chevron 
p.  and  other  energy  companies  shut 
major  crude  oil  pipelines  into  the 

1  to  check  for  leaks.  But  Chevron 
able  to  keep  its  big  Richmond  refin- 


ery chugging  on  oil  from  tankers,  as 
was  Exxon  Corp.  at  its  nearby  plant. 

Instead,  it  was  San  Francisco's  banks, 
financial  firms,  and  other  outfits  that 
rely  heavily  on  phone  lines  and  continu- 
ous power  that  seemed  to  suffer  the 
most.  Although  Pacific  Bell  said  its  net- 
work escaped  largely  undamaged,  the 
high  volume  of  calls  after  the  disaster 
jammed  switches.  Callers  found  they 
had  to  wait  90  seconds  or  more  for  a  dial 
tone,  and  that  forced  nervous  currency 
traders  at  Bank  of  America  and  else- 
where to  hand  off  their  trading  positions 
to  colleagues  in  Los  Angeles.  Security 
Pacific  Corp.  and  Wells  Fargo  &  Co. 
sent  their  overnight  account  processing 
south. 

Few  banks  or  other  businesses  report- 
ed wholesale  troubles  with  their  comput- 
er systems.  But  General  Motors  Corp.'s 
Electronic  Data  Systems  Corp.  unit, 
which  does  a  lot  of  batch  processing 
through  rows  of  big  computers  at  a 
South  San  Francisco  office,  had  no  elec- 
trical power  the  day  after  the  quake. 
"We  can't  process  anything  right  now," 
spokesman  Roger  Still  reported.  EDS  was 
considering  sending  computer  terminals 
and  records  on  magnetic  tape  to  Sacra- 
mento to  get  its  jobs  done  up  there. 

Pacific  Gas  &  Electric  Co.  was  bedev- 
iled by  gas  leaks  that  kept  springing 
out.  A  much  more  worrisome  problem  is 
the  condition  of  the  state's  roads  and 
bridges.  Governor  George  Deukmejian, 
who  was  at  a  trade  conference  in  West 
Germany  when  the  quake  struck,  told 


reporters  angrily:  "I  was  under  the  im- 
pression that  highways  and  bridges 
were  built  to  withstand  an  earthquake." 
Deukmejian  vowed  to  investigate,  but 
it's  money  that  the  state  needs  as  much 
as  answers. 

PUZZLE.  While  the  federal  government  is 
preparing  to  lend  a  hand  with  disaster 
relief,  it  won't  cover  the  whole  infra- 
structure tab.  Voters  are  set  to  decide 
next  June  whether  to  authorize  $18  bil- 
lion in  new  spending  on  roads  and 
bridges.  But  the  money  would  come 
from  a  9  ((-a-gallon  hike  in  the  gas  tax, 
and  voters  last  June  rejected  a  plan  to 
float  just  $1  billion  in  bonds  for  the  same 
purpose.  Even  if  the  referendum  passes, 
it's  unlikely  to  provide  enough  money. 
Notes  Dean  Misczynski,  an  analyst  in 
the  state  Senate  Office  of  Research: 
"The  problem  is  that  there  are  still  too 
many  roads  and  bridges  with  20-year 
lives  that  were  built  30  or  40  years  ago." 

That's  the  puzzle  facing  California. 
Most  individuals  who  lost  their  homes 
are  hoping  for  federal  disaster  relief  to 
make  up  for  the  paucity  of  insurance, 
which  costs  a  stiff  $10  to  $15  per  $1,000 
of  coverage  plus  huge  deductibles. 

The  quake's  impact,  of  course,  is  more 
than  economic.  Michael  and  Jill  Prone, 
who  don't  have  coverage,  saw  their  San 
Francisco  home  devastated,  first  by  the 
quake,  then  by  fire.  Says  Michael  Prone: 
"It's  amazing  how  alone  you  can  feel." 

By  Jonathan  B.  Leinne  in  San  Francisco 
and  Robert  Barker  in  New  York,  with  bu- 
reau reports 
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EXECUTIVES  I 


P&G'S  WORLDLY  NEW  BOSS  WANTS 
A  MORE  WORLDLY  COMPANY 


Edwin  Artzt's  Procter  will  be  sawier,  pushier,  and  a  lot  more  global 


Procter  &  Gamble  has  long  been 
the  company  that  helps  America 
wash  its  clothes,  scrub  its  kitch- 
ens, brush  its  teeth,  and  diaper  its  ba- 
bies. But  that  isn't  enough  anymore.  As 
competitors  such  as  Japan's  Kao  Corp. 
and  Anglo-Dutch  Unilever  turn  into 
global  marketers,  P&G,  as  American  as 
Ivory  Soap,  has  had  to  go  global,  too. 

No  wonder,  then,  that  when  P&G 
Chairman  John  G.  Smale  decided  to  re- 
tire from  the  CEO's  post  he  had  held 
since  1981,  he  handed  the  mantle  to  the 
executive  who  has  turned  P&G  into  a  su- 
perstar overseas,  Vice-Chairman  Edwin 
L.  Artzt  (table).  But  in  Artzt,  he  also 
selected  as  GEO  someone  who  isn't  likely 
to  serve  as  a  caretaker,  even  if  the 
rumor  mill  promptly  and  incorrectly 
labeled  him  that.  Artzt  may  be  a  compa- 
ny lifer,  but  his  P&G  will  be  different: 


less  bureaucracy  at  a  company  notorious 
for  memo  shuffling  and  more  impa- 
tience, even  brusqueness,  at  a  company 
known  for  deliberation  and  good  man- 
ners. Above  all,  Artzt  will  push  to  make 
Procter  &  Gamble  Co.  even  more  of  a 
global  powerhouse. 

The  62-year-old  Smale,  who  led  the 
company  to  record  earnings  of  $1.2  bil- 
lion on  sales  of  $21.4  billion  in  fiscal  1989 
and  won  it  new  respect  as  a  marketer,  is 
stepping  down  early — but  clearly  a  win- 
ner. He  upgraded  P&G  with  top-drawer 
health  and  beauty  products  by  acquiring 
Richardson-Vicks  Inc.  and  Noxell  Corp. 
At  the  same  time,  he  launched  an  over- 
haul of  Procter's  marketing  and  sales 
organizations  and  prodded  it  into  a  new- 
found nimbleness. 

But  if  P&G  watchers  were  startled  by 
Smale's   early   retirement,   they  were 


RESUME;  P&6'S  EDWIN  ARTZT 

APR.  1 5, 1 930  Born  in  New  York  City.  Moves  in 
1937  to  Los  Angeles  with  parents,  both  profes- 
sional classical  musicians 

1 951  Graduates  from  University  of  Oregon, 
which  he  attended  on  a  basketball  scholarship. 
Majors  in  journalism.  Returns  to  L.  A.  with  wife 
Ruth,  works  for  ad  agency 

1953  Joins  Procter  &  Gamble  in  its  Los  Angeles 
sales  organization.  Moves  the  next  yeai'  to  Cin- 
cinnati as  an  assistant  brand  manager  for  Dash 
and  begins  a  long  climb  through  P&G's  market- 
ing and  management  ranks 

1970  After  a  short  stint  running  P&G's  newly 
acquired  Folgers  cotfee  business,  takes  charge  of 
food,  coffee,  and  toilet  goods.  Serves  on  P&G 
board,  1972-75 

1975  Named  group  executive,  European  Com- 
mon Market.  Takes  over  all  of  P&G's  European 
operations  in  1977.  Oversees  moves  to  develop 
pan-European  marketing.  In  1980,  rejoins  board 
and  expands  international  responsibilities.  A  year 
later,  takes  over  all  foreign  operations 

1984  Named  vice-chairman  and  president  of  in- 
ternational unit.  Foreign  operations  grow  to  ac- 
count for  40%  of  sales  and  35%  of  profits  by 
1989,  as  P&G  expands  into  new  foreign  markets 

1 989  Named  to  succeed  John  G.  Smale  as  chair- 
man and  CEO,  effective  January,  1990 


even  more  surprised  that  his  successf. 
wasn't  longtime  heir-apparent  Presides 
John  E.  Pepper  Jr.  But  Artzt,  59,  has  11 
the  metamorphosis  of  P&G  from  a  typicfc 
U.  S.  multinational,  where  foreign  opei 
tions  were  a  stepchild,  to  a  world  com{ 
ny  focusing  heavily  on  overseas  bu 
ness.  Smale  predicts  that  more  than  h: 
of  P&G's  sales  will  flow  from  outside 
U.  S.  within  the  next  few  years,  up  fn 
just  27%  a  scant  four  years  ago.  Alo; 
with  Artzt's  appointment,  Durk  I.  Jag 
and  B.  Jurgen  Hintz,  foreign-born  exe( 
fives  with  long  experience  abroad,  weBflBJI 
named  as  executive  vice-presidents 
run  the  U.  S.  business.  Pepper  was 
signed  to  Artzt's  foreign  responsibiliti 
"I  don't  think  we'll  have  another 
who  doesn't  have  very  substantial  int 
national  experience,"  says  Thomas  Lai 
a  recently  retired  P&G  vice-chairman 
CONTINENTAL  DRIFT.  Under  Artzt 
Jager,  Japan  turned  from  a  longtii 
money-loser  into  one  of  Procter's  mi 
profitable  units.  Where  once  P&G  ^ 
mostly  just  a  soap  company  abroad,  m 
it's  a  leader  in  diapers  and  shamp 
Five  years  ago,  P&G  was  active  in  just 
countries;  today  it  operates  in  48.  Ar 
developed  pan-European  marketing 
the  1970s,  "long  before  1992  became 
buzzword,"  notes  Al( 
ander  Brody,  then  ch 
of  Young  &  Rubici 
International.  Europe 
now  also  a  source 
technology  for  fab 
softeners,  detergen 
and  packaging. 

Artzt  isn't  shy  ab( 
discussing  priorities, 
plans  to  introduce  m( 
products  abroad,  de\ 
op  a  bigger  presencejf 


[liter: 
ainfn 
EI 


the  Far  East,  mcrei 
Procter's  position  in  c 
pers  and  sanitary 
kins,  and  build  its  hi 
in  health  and  beat 
care.  And  in  typically 
rect  fashion,  he  S£ 
he'll  focus  his  attent 
on  P&G's  troubled  $3 
lion  food  operatic 
which  lost  money  in 
cal  1989.  "Obviously, 
need  to  resolve  wb 
we're  headed  in  i 
food  business,"  he  sa 
That's  just  one  exi 
pie  of  how  Artzt 
more  willing  than 
circumspect  predec| 
sors  to  acknowle 
P&G's  problems.  I|l 
that    bluntness  IS 
earned  him  a  reputatu 
as  a  harsh  taskm- 
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albeit  one  who  rewards  perfor- 
e — and,  earlier  in  his  career,  the 
ame  "Prince  of  Darkness."  The  tag 
follows  him,  and  within  Procter's 
operation,  where  Artzt  spent  22 
before  his  foreign  duties  began  in 
staffers  are  fretting.  "There  are  a 
f  people  cringing  over  this,"  says 
J.  S.  manager.  Artzt  admits  that  he 
36  a  tough,  sometimes  impatient 
"I'm  proud  of  the  fact  that  I'm  a 
nding  manager  and  leader  because 
;  results  that  can  produce,  not  only 
le  business  but  for  individuals." 
jelf-described  troubleshooter,  Artzt 


joined  P&G  in  1953  and  as  a  young  brand 
manager  led  a  turnaround  of  Comet 
cleanser.  He  helped  develop  a  marketing 
strategy  for  the  company's  troubled  pa- 
per business  in  the  mid-1960s,  expanding 
such  brands  as  Charmin  and  Bounty. 
Even  now,  the  energetic  Artzt  remains 
enamored  of  the  nitty-gritty  of  market- 
ing. He  has  been  known  to  arrive  on  the 
first  leg  of  a  foreign  trip,  see  something 
he  didn't  like  about  an  ad,  and  cancel  the 
rest  of  his  trip  to  stay  and  work  with 
local  managers  on  the  campaign. 

Despite  Artzt's  hard-di'iving  reputa- 
tion, some  P&G  insiders  expect  him  to 


step  down  after  Pepper,  51,  gains  two  or 
three  years  of  greater  international  ex- 
posure. Don't  bet  on  it.  Artzt  says  he 
promised  Smale  and  the  board  that  he 
won't  bow  out  early.  And  while  former 
Vice-Chairman  Laco  and  others  say  Pep- 
per remains  the  likely  choice  as  Artzt's 
successor,  others  wonder  if  he  might 
now  find  himself  in  a  horse  race  with 
Jager  and  Hintz.  For  now,  it  will  be  an 
activist  Artzt  who  runs  the  show.  "I'm 
not  here  just  to  think  big  thoughts  and 
shuffle  paper,"  he  says.  P&G's  competi- 
tors had  better  get  going. 

By  Zachary  Schiller  in  Cleveland 


UTERSI 


ILL  DEC'S  NEW  WORKHORSE 
iUL  PROFITS  OUT  OF  A 


be.  But  the  9000  won't  threaten  Big  Blue's  grip  on  mainframes 


^igital  Equipment  Corp.  keeps 
■  bringing  out  bigger,  faster  com- 
^puters  billed  as  entrees  to  the 

mainframe  market  dominated  by 
Sfet  customers  haven't  bitten.  Now, 
rying  again — and  this  time  DEC's 
ng  seems  to  have  the  best  chance 
f  finally  getting  a  foot  in  the  door. 
Oct.  24,  Digital  Equipment  will  in- 
ce  the  first  of  its  VAX  9000  series. 

most  powerful  machine  ever,  the 
matches  the  speed  and  capacity  of 

widely  popular  3090  mainframe, 
starting  at  $1.1  million,  it  will  cost 
ily  one-quarter  as  much. 
It  alone  should  help  the  9000  be- 

one  of  Digital's  most  important 
uters,  accounting  for  at  least  $1  bil- 
n  revenue  in  the  fiscal  year  begin- 
next  July  (charts).  And  if  the  line 
es  fire,  it  could  inject  some  punch 
the  $12.7  billion  company's  falling 
ngs.  In  fiscal  1989,  ended  last  June, 
rofits  fell  to  $1.07  billion  from  $1.3 
\  the  year  before. 

CA  CHANGE.  In  the  short  term, 
jh,  there's  little  chance  that  the 
will  do  much  more  than  chip  away 
g  Blue,  whose  mainframe  systems 
'ate  about  $30  billion  in  revenues. 
DEC  machines  could  take  on  new 
nations  that  would  otherwise  run  on 

hardware,  especially  where  cus- 
!"s  have  networks  of  smaller  VAX 
Is  installed.  But  "are  we  going  to 
'  out  our  IBM  mainframes?"  says 
es  N.  Anastasi,  director  of  informa- 
ystems  technology  at  3M  Co.  "The 
?r  is  no." 

it's  because  most  big  companies 
millions  of  dollars  tied  up  in  IBM 
are  and  in  training  their  employees 
e  Big  Blue's  systems.  "That  soft- 
conversion  and  cultural  change 


would  far  offset  any  dollar  savings" 
from  the  less  expensive  9000.  says  Peter 
J.  Daboul,  vice-president  for  informa- 
tion-systems services  at  Massachusetts 
Mutual  Life  Insurance  Co. 
What's  more,  some  believe  that  Digi- 
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tal's  sales  force— more  attuned  to  selling 
smaller  computers  to  technicians  and  sci- 
entists— may  not  have  what  it  takes  to 
sell  mainframes  against  IBM's  crack 
marketers,  especially  in  commercial  data 
processing.  John  R.  Logan,  an  executive 
vice-president  at  the  Boston  consulting 
firm  Aberdeen  Group,  points  out  that 
Digital  "has  the  weapons  but  no  army." 
'GOES  LIKE  A  BAT.'  Yet  DEC's  new  ma- 
chine seems  likely  to  impress  customers 
who  warm  to  technological  leaps.  They'll 
be  especially  interested  in  an  advance 
that  was  six  years  in  the  making — and 
that  delayed '  the  9000's  debut  three 
years,  dec's  new  processor  is  based  on  a 
"high-density  signal  carrier,"  a  device 
that  can  pack  the  equivalent  of  four  tra- 
ditional printed  circuit  boards  into  a  five- 
inch-square  package. 

On  each  of  those  squares.  Digital 
stuffs  up  to  72  chips,  producing  a  device 
far  denser  than  those  produced  conven- 
tionally. The  higher  density  means  elec- 
tronic signals  spend  less  time  traveling 
from  circuit  to  circuit,  cutting  the  time  it 
takes  to  process  transactions  from,  say, 
automated  teller  machines.  The  chip 
package  is  cooled  with  air,  an  inexpen- 
sive alternative  to  the  water-based  sys- 
tems in  many  other  mainframes.  And  a 
new  switching  system  shuttles  data  be- 
tween processor  and  disk  drives  much 
faster  than  older  VAXes  do.  The  result, 
says  Robert  M.  Glorioso,  the  DEC  vice- 
president  responsible  for  the  product,  is 
"just  a  plain  box  that  goes  like  a  bat." 

DEC  isn't  saying,  but  analysts,  includ- 
ing Marc  G.  Schulman  of  UBS  Securities 
Inc.,  believe  that  the  first  9000  will  run 
on  just  one  such  cube,  or  processor.  By 
July,  the  company  is  ex- 
pected to  ship  a  far  more 
powerful  version  that  will 
run  on  four  or  more 
cubes.  That  comput- 
er should  be  the 
biggest  hit  with 
Digital's  large 
base  of  technical 


customers. 

The  most 
important  fea- 
ture   of  the 
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9000  is  the  path  it  opens  for  Digital  in 
years  to  come.  Analysts  and  competitors 
acknowledge  that  the  new  chip  technol- 
ogy is  a  powerful  advance — one  that 
gives  Digital  the  potential  for  further 
technological  leaps  as  IBM's  System/370 
mainframe  design  begins  to  show  its 
age.  An  IBM  spokesman  says  its  machine 
is  "not  even  beginning  to  be  obsolete." 
But  Glorioso  insists:  "We've  created  a 


new  envelope  for  growth.  This  is  the 
first  step." 

Can  that  step  and  those  to  follow  get 
Digital's  profits  back  up  to  speed?  May- 
be. But  cutting  into  IBM's  huge  base  of 
installed  computers  and  rolling  back  the 
inertia  known  as  customer  loyalty  is  a 
lot  to  ask  of  one  speedy  machine. 

By  Keith  H.  Hammonds  in  Marlborough, 
Mass. 


AUTOS  I 


HELP  WANTED,  ROOM  TO  ADVANCE 
—OUT  THE  DOOR 


Mazda  USA  can't  seem  to  keep  its  top  American  managers 


A couple  of  years  back,  when 
Mazda  opened  its  auto  plant  in 
Flat  Rock,  Mich.,  the  care  it  put 
into  choosing  workers  was  widely 
praised  and  copied.  But  now,  some  folks 
wonder  if  the  Japanese  carmaker  spent 
enough  time  worrying  about  recruitment 
and  sup|)ort  at  the  top.  For  the  second 
time  since  it  opened,  the  plant  has  lost 
its  top  American  manufacturing  and  per- 
sonnel managers.  And  this  time,  they've 
been  replaced  by  Japanese. 

The  surprise  resignations  on  Oct.  11 
come  at  a  delicait-  time  in  Mazda  Motor 
Manufacturing  (USA)  Corp.'s  labor  rela- 
tions. Last  May,  the  2,800  employees 
represented  by  the  United  Auto  Work- 
ers ousted  the  original  appointed  leaders 
in  favor  of  others  who  promised  to  take 
•I  harder  line  against  perceived  manage- 
'-"'■.t  abuses.  The  new  union  leaders  say 
•  'r.-^l  James  F.  Korowin,  vice-president  of 
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manufacturing,  and  C.  Robert  Leadbet- 
ter,  vice-president  of  personnel,  had  just 
begun  to  ease  tensions  before  their  de- 
partures. Some  now  fear  that  manage- 
ment may  be  signaling  a  tougher  stance. 

Workers  recently  approved  a  new  ab- 
senteeism policy  aimed  at  halting  incon- 


WHY  U.S.  EXECUTIVES 
JOIN  WITH  THE  JAPANESE 
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sistent   punishments    and  boosti! 
awards  for  perfect  attendance.  In  k  j  i 
change  for  working  extra  overtime  | 
launch  the  1990  Mazda  626  sedan, 
union  also  won  full-time  status  for 
temporary  workers  and  more  protect 
against  moving  work  to  outside  vendc 

But  the  turmoil  may  have  paved 
way  for  the  American  managers'  res 
nations.  Workers  believed  that  a 
absenteeism  policy  meant  that  the  di 
plinary  slate  would  soon  be  wiped  cle  ^' 
so  some  had  little  fear  of  punishment 
missing  work  in  the  interim.  For  ab 
three  weeks,  absenteeism  in  some  pa 
of  the  operation  doubled  or  even  trip' 
admits  Gregory  J.  Drudi,  chairman 
the  UAW  local's  bargaining  commit 
At  one  point,  the  shortage  of  work 
meant  that  nearly  3,000  cars  were  aw 
ing  repairs  or  parts  before  they  could 
shipped — far  above  Mazda's  normal 
NOTHING  TO  FEAR.  Mazda  insists  the 
bor  negotiations  were  unrelated  to 
managers'  departures.  Korowin  couk 
be  reached  to  comment.  Says  Leadl 
ter:  "I  don't  think  the  UAW  has  anyth 
to  fear."  Neither  do  American  man 
ers,  says  Mazda  spokesman  James 
Gill.  "It  remains  a  fundamental  intenW* 
the  operation  to  provide  Americans  w 
ever-greater  responsibilities,"  Gill  sa; 

But  the  latest  defections  highlight 
gap  between  intentions  and  reality.  1 
Mazda  is  not  alone,  says  Vladimir  Pu 
a  University  of  Michigan  business  \ 
fessor  who  recently  studied  Ameri 
managers  at  31  Japanese-owned  conr 
nies  in  the  U.  S.  He  found  that  ni 
Americans  who  joined  Japanese  fii 
hoped  to  find  opportunities  in  strong 
growing  companies  (table).  But  Pi 
and  his  colleagues  learned  that  exclus  ifnife- 
from  decision-making,  the  absence 
training,  and  the  apparent  lack  of  car  U  ead 
opportunities  "discouraged  even 
most  loyal  and  determined  individi 
from  long-term  commitment  to  the  c| 
pany."  The  Japanese,  Pucik  conclui 
"are  not  managing  Americans  with 
same  focus,  long-term  perspective, 
determination  that  they  apply  at  hoi 

Some  question  whether  the  Japai 
will  ever  give  Americans  real  authoj 
to  run  their  operations.  "You  coul 
order  toilet  paper  without  permisi 
from  the  Japanese,"  gripes  a  foi 
manager  from  Honda's  Marysville  (0|^ 
car  plant.  But  given  their  limited  nrt- 
agement  resources,  the  Japanese  riy 
have  little  choice.  "They  realize  the  |y 
to  success  is  getting  Americans  to  nj 
age  within  the  Japanese  system,"  s| 
David  M.  Merchant,  Leadbetter's  pri 
cessor  at  Mazda.  Until  the  Japanese 
create  that  blend,  the  revolving  dooipt 
Mazda  might  continue  to  turn.  i 
By  Wendy  Zellner  in  Detit 
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ILL  RELIEF  FOR  LAB  ANIMALS 
ELL  PAIN  FOR  CONSUMERS? 


I  companies  say  new  research  rules  will  send  medical  costs  soaring 


,  rthur  C.  Guyton  is  worried.  For 
V  decades,  the  University  of  Missis- 
^  sippi  physiologist  has  been  per- 
ng  experiments  on  dogs,  probing 
lysteries  of  the  circulatory  system 
am  more  about  such  human  ail- 
3  as  high  blood  pres- 
Now,  Guyton  is  dread- 
Oct.  30.  That's  the 
;ive  date  of  long-await- 
5deral  regulations  de- 
d  to  ease  the  suffering 
)oratory  animals, 
^'ton  is  just  one  of  thou- 
.  of  researchers  who 
er  whether  their  work 
ontinue.  His  university 
Iready  spent  more  than 
)00  to  set  up  the  re- 
d  sterile  operating 
for  animals,  and  other 
ations  will  drive  the 
of  using  dogs  even 
r.  "The  expense  is  run- 
us  out  of  business." 
Guyton.  "It's  terrible 
iomedical  research." 
R  PILL.  Guyton's  lament 
hoing  through  the  na- 
academic  and  industry 
The  National  Associa- 


search.  "The  bottom  line  for  the  Ameri- 
can public  is  that  your  medical  bills  will 
go  up,"  says  Cornell  University's  Fred 
W.  Quimby,  a  pathologist  who  runs  the 
university's  animal  research  facility. 
The   new  regulations  stem  from 


PRIMATE  LAB:  THE  LAW  MANDATES  MORE  HUMANE  TREATMENT  FOR  APES 


[or  BioMedical  Research  estimates 
compliance  with  the  Agriculture 
's  new  rules — along  with  other 
ng  rules — could  cost  $2  billion,  a 
le  fraction  of  the  estimated  $14  bil- 
;pent  each  year  on  biomedical  re- 


amendments,  passed  in  1985,  to  the  Ani- 
mal Welfare  Act  of  1966.  Lawmakers 
acted  only  after  years  of  noisy  lobbying 
by  animal  rights  activists,  who  bombed 
labs,  kidnapped  animals,  and  went  un- 
dercover to  document  serious  mistreat- 


ment of  animals  in  research  facilities. 
"We'd  like  to  get  animals  out  of  the 
laboratory  altogether,"  explains  Jeanne 
Roush  of  People  for  the  Ethical  Treat- 
ment of  Animals,  in  Washington. 
DOG  RUNS.  The  legislation  doesn't  go 
quite  that  far.  But  it  does  require  scien- 
tists to  minimize  pain  and  distress  for 
animals  and  to  investigate  alternatives 
to  animal  use  (box).  The  law  also  man- 
dates regular  exercise  for  laboratory 
dogs  and  directs  researchers  to  promote 
the  "psychological  well-being"  of  their 
monkeys  and  other  nonhuman  primates. 

Many  animal  researchers  wonder  how 
they're  supposed  to  put  the  congressio- 
nal precepts  into  practice.  "I 
have  a  hard  time  determin- 
ing what  psychological  well- 
being  is  for  my  colleagues, 
let  alone  for  my  monkeys," 
says  Donna  Carey,  director 
of  animal  care  at  the  Univer- 
sity of  Massachusetts  at 
.Vmherst. 

Agriculture's  first  two  ef- 
forts to  issue  proposed 
rule.s — in  1987  and  earlier 
this  year — ran  into  a  storm 
of  criticism  from  biomedical 
researchers.  But  in  a  victory 
for  animal  rights  activists, 
the  department  in  August  is- 
sued the  final  regulations 
covering  basic  procedures 
for  getting  experiments  ap- 
proved. "We  hope  that  Oct. 
.'W  will  mark  the  beginning 
of  a  new  era  of  humane 
treatment  of  research  ani- 
mals," says  William  Joseph 


Cotreau  of  the  Animal  Welfare  Institute. 

That  date  is  certain  to  mark  the  begin- 
ning of  a  slew  of  new  problems  for 
many  scientists.  At  a  time  when  the 
U.  S.  medical  research  community  is  un- 
der pressure  to  speed  up  development  of 


lERE'S  MORE  THAN 

IE  WAY  TO 

UN  AN  AMOEBA 


¥hen  Hasbro  Inc.  said  in  Sep- 
tember that  it  would  stop  us- 
ing lab  animals  to  determine 
safety  of  its  children's  cosmetics, 
toy  giant  joined  a  growing  list  of 
panies  that  have  renounced  animal 
ng.  But  the  list  won't  soon  expand 
ind  toy  and  cosmetics  companies, 
le  reason:  The  role  of  animals  in 
ng  is  being  reduced  but  hardly 
inated.  For  one  thing,  the  Food  & 
i  Administration  requires  animal 
ng  for  approval  of  new  foods  and 
s.  And  no  other  test  is  truly  equiv- 


alent. "Just  because  a  cosmetics  com- 
pany can  stop  using  animal  testing 
doesn't  mean  the  whole  world  can 
stop,"  says  John  M.  Frazier,  associate 
director  of  the  Johns  Hopkins  Center 
for  Alternatives  to  Animal  Testing. 
TINY  PROTOZOAN.  Take  the  infamous 
Draize  eye-irritation  test.  By  placing  a 
chemical  in  one  eye  of  a  rabbit,  re- 
searchers can  determine  if  the  sub- 
stance kills  eye  cells,  damages  the  cor- 
nea, or  causes  other  harm.  Scientists 
have  managed  to  develop  a  number  of 
tests  that  mimic  some  of  these  effects. 
In  one,  the  guinea  pig  is  a  tiny,  single- 
celled  protozoan  named  Tetrahymena 
tkermophila.  If  the  protozoan  stops 
moving,  the  chemical  being  tested  is 
probably  toxic  enough  to  damage  the 
eye.  But  it's  not  the  real  thing.  "We 
can  significantly  reduce  the  pain  and 


suffering  of  animals  by  screening  out 
the  really  bad  chemicals  with  alterna- 
tive tests,"  says  Frazier.  "But  no  sys- 
tem has  the  reliability  that  we  need." 

So  how  have  Avon  Products  Inc.  and 
other  cosmetics  companies  managed  to 
go  cold  turkey  on  animal  testing?  Sim- 
ple: Pick  raw  ingredients  that  have  al- 
ready been  proven  safe  in  animal  tests 
and  use  more  human  volunteers. 

Such  tactics  may  win  points  with  the 
public.  But  actually,  cosmetics  compa- 
nies' need  for  other  companies  to  do 
animal  experiments  hasn't  ended.  The 
tests  are  still  required  to  prove  the 
safety  of  promising  new  ingredients, 
the  foundation  for  new  types  of  mas- 
cara and  other  products.  So  Avon  ad- 
mits that  it  won't  bat  an  eye  if  its 
suppliers  do  the  dirty  work. 

By  John  Carey  in  Washington 
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drugs  to  treat  diseases  such  as  AIDS, 
they  fear  that  new  restrictions  may  im- 
pede crucial  research,  which  ranges 
from  testing  experimental  drugs  on  rats 
to  probing  the  mind  with  electrodes  im- 
planted in  monkey  brains. 
COSTLY  DELAYS.  Drug  company  scien- 
tists, who  always  have  to  keep  one  eye 
on  the  corporate  research-and-develop- 
ment  budget,  are  particularly  worried. 
They  fear  that  costly  delays  could  result 
from  an  expanded  requirement  that  all 
experiments  be  approved  by  a  clearance 
committee  at  each  company  or  universi- 
ty. "If  such  committees  slowed  down  re- 
search in  pharmaceutical  companies  by 
one  month,  that  month  delay  would 
translate  into  a  loss  of  $125  million  annu- 
ally to  the  industry,"  says  one  drug  com- 
pany official,  who  bases  his  estimate  on 
a  survey  conducted  by  the  Pharmaceuti- 
cal Manufacturers  Assn.  This  official  in- 
sisted on  anonymity. 

Even  more  controversial  rules  are  on 
the  drawing  board.  Proposed  last  March, 
these  regulations  specify  everything 
from  minimum  cage  sizes  to  how  often 
dogs  should  be  exercised.  Researchers 
estimate  that  the  cost  of  building  the 
required  cages  and  facilities  alone  would 
top  $1  billion,  although  the  Agriculture 
Dept.  says  it  will  modify  the  rules  so 
new  facilities  wouldn't  be  so  costly.  But 
expense  isn't  the  only  objection. 
"There's  no  evidence  that  the  rules  will 
help  the  health  and 
welfare  of  the  ani- 
mals," says  William 
L.  Dewey,  associate 
provost  for  research 
at  Virginia  Common- 
wealth University. 

Take  the  require- 
ment for  ensuring 
the  "(jsychological 
well-being"  of  pri- 
mates. Recent  stud- 
ies by  behaviorist 
Kathryn  A.  L.  Bayne 
at  the  National  Insti- 
tutes of  Health  show 
that  the  larger  cages 
specified  by  the  pro- 
posed regulations 
may    actually  in- 


BEHAVIORIST  iBAYNE 


crease  stress  for  some  rhesus  monkeys. 

But  aninu.l  rights  activists  aren't  buy- 
ing the  rc!~( -archers'  arguments.  "I'm 
disgusted  how  ihe  research  community 
is  dragging  its  feet,"  says  peta's  Roush. 
The  activists  plan  to  step  up  their  cam- 
paign to  limit  the  use  of  animals.  That 
may  force  society  to  make  a  painful 
choice  between  insisting  on  humane 
treatment  of  lab  animals  and  speeding 
•he  development  of  urgently  needed 
Ti'- w  drugs. 

By  John  Carey  in  Washington 


RESTRUCTURINGS! 


DESPERATE  HOURS 

AT  INTEGRATED  RESOURCES 


In  default  since  June,  the  firm  is  scrambling  to  sell  off  assets 


Time  is  running  out  for  Inte- 
grated Resources  Inc.  Be- 
sieged by  angry  creditors 
and  threatened  with  the  defection 
of  its  independent  sales  force.  In- 
tegrated has  been  frantically  try- 
ing to  sell  assets  for  months — to 
no  avail.  As  would-be  buyers  come 
and  go,  it's  unclear  whether  the 
financial-services  firm  will  be  able 
to  avoid  tumbling  into  Chapter  11. 

Since  early  October,  two  poten- 
tial buyers  for  Integrated's  core 
life  insurance  and  money  manage- 
ment units  have  said:  "No, 
thanks."  Neither  Whitehall  Finan- 
cial Group,  funded  by  the  de  Gunz- 
burg  side  of  Canada's  Bronfman 
family,  nor  Broad  Inc.,  run  by  Los 
Angeles  investor  Eli  Broad,  could 
come  to  terms  with  Integrated's 
board.  The  reason:  The  value  of 
Integrated's  assets  is  declining 
fast,  and  the  market  for  high-risk 
financing  is  dead  in  the  water. 

Now,  Integrated  is  negotiating 
to  sell  some  assets  to  a  group  of 
senior  managers  led  by  Gary  W.  Krat, 
president  of  Integrated  Resources  Equi- 
ty Corp.,  one  of  the  units  on  the  block. 
And  Krat  is  trying  to  keep  the  compa- 
ny's independent  sales  force,  once  4,400 
strong,  from  departing  for  calmer  wa- 
ters. Considered  one  of  Integrated's 
chief  assets  because  of  its  past  loyalty 
and  productivity,  the  group  is  composed 
of  independent  agents  who  can  stop  sell- 
ing Integrated  products  at  any  time. 
BADLY  BRUISED.  Krat  flew  to  Chicago 
for  an  Oct.  18  meeting  with  leaders  of 
the  group,  and  sources  say  he  convinced 
them  to  wait  for  the  outcome  of  his  bid. 
Although  details  are  sketchy,  Krat  also 
asked  for  concessions  on  commission  lev- 
els if  his  deal  succeeds,  while  the  sales 
group  is  pressing  for  an  equity  stake. 

Even  with  a  sale,  however,  it's  clear 
that  Integrated  is  damaged  goods.  Since 
June  15,  when  the  company  defaulted  on 
nearly  $1  billion  in  debt,  the  value  of  its 
assets  has  been  dropping  steadily.  A 
portfolio  of  real  estate  partnerships  has 
been  hurt  by  uncertainty  over  who  will 
manage  them  in  the  future.  And  Inte- 
grated's reputation  in  the  marketplace 
for  annuities,  mutual  funds,  and  other 
products  has  been  severely  tarnished.  In 
August,  Integrated  wrote  down  $600 


million  in  assets,  knocking  the  con; 
ny's  total  asset  value  from  $1.8  billio  ic 
$1.2  billion.  It  had  hoped  to  get  n!f 
than  $300  million  for  the  core  compart' 
but  now  chairman  Stephen  D.  WeinJl 
concedes  he  won't  get  that  much. 

Analysts,  some  of  whom  believe  le- 
grated  is  now  worth  less  than  $800  it 
lion,  have  already  estimated  that  sett 
lenders  will  get  no  more  than  50$  a 
dollar  of  debt.  And  subordinated  bid 
holders  will  most  likely  get  far  less  tiE 
that.  As  for  Integrated's  common  s>ik>' 
holders,  they'll  probably  get  nothf, 
Their  investment  has  plummeted  fro  3 
June  high  of  about  $15  a  share  t  * 
recent  price  of  about  $1.25.  Gone  is  iX 
million  in  market  value. 

With  that  many  unhappy  credit  ;s 
some  workout  experts  think  it  wil  x 
almost  impossible  to  come  up  wit  f 
plan  to  satisfy  them  all.  Neither  of 
grated's  co-chief  executives,  Arthui^ 
Goldberg  and  Weinroth,  were  avail  1< 
for  comment.  But  even  if  they  find  ]{ 
ers  for  some  assets,  the  parent  comt^. 
won't  be  out  of  the  woods.  Says  % 
close  observer:  "They've  been  run:* 
out  of  time  for  a  long  time."  jf] 

By  Michael  Oneal  in  New  York,  mth 
an  Bremner  in  Chicago 


*4       ."s.SS  WEEK/OCTOBER  30.  1989 


Savor  The  Taste  Of  Time. 


ineli  1!)  Year  Old.  Aged  To  Peifec 
Hand  Blended  By  The  Oldest  Distillers  Of  Scotch  Whi„.^ 

Send  a  gift  of  Pinch  anywhere  in  the  U.  S.  Cjall  1-800-243-3787.  Void  where  prohibited. 
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VIVE  LA 

iWADISON  AVENUE 


►  First  came  the  British.  The 
brothers  Saatchi  (page  50)  and 
Martin  Sorrell,  among  others, 
stormed  Madison  Avenue  to 
buy  up  American  ad  agencies. 
Now,  here  come  the  French. 

As  part  of  a  wide-ranging 
restructuring,  Britain's  WCRS 
Group,  which  owns  several 
U.  S.  shops,  is  selhng  a  con- 
trolhng  interest  in  its  ad  busi- 
ness to  France's  Eurocom, 
known  for  its  Evian  water  ac- 
count and  some  sexy  suntan 
lotion  ads.  Iconoclastic  U.  S. 
adman  Jerry  Delia  Femina, 
whose  agency  wcRS  owns, 
will  become  joint  chairman  of 
the  expanded  Eurocom  group. 
Meanwhile,  WCRS  is  taking 
over  Carat,  a  French  company 
that  is  Europe's  largest  buyer 
of  print  space  and  commercial 
broadcast  time. 


IS  GENETICS  INSTITUTE 
OUT  $13.6  MILLION? 


►  Genetics  Institute  may  have 
to  swallow  a  bitter  pill.  Over 
the  past  nine  months,  the 
Cambridge  (Mass.)  biotech 
company  changed  the  manu- 
facturing process  for  EPO,  an 
anti-anemia  drug  it  supplies 
to  West  Germany's  Boeh- 
ringer  Mannheim.  The  Ger- 
man company  says  that  invali- 
dates its  supply  contract  with 
(;i  and  is  therefore  withhold- 
ing $K5.6  million. 

■The  problem  is,  GI  has  al- 
ready booked  that  revenue.  In 
the  worst  case,  GI  would  have 
to  write  off  the  entire  $13. G 
million,  a  heavy  charge  for  a 
company  that  reported  nine 
month  revenues  of  $35.3  mil 
lion  and  a  $12.4  million  loss. 


TCI  BUYS  SOME  TIME— 
WITH  SHOWTIME 


►  Cable  system  owners  ami 
Hollywood  moguls  c;u 
breathe  a  sigh  of  relief:  Tei 
Communications  (TCI)  has  ;i; 
lied  itself  with  Viacom's  mon 
ey-losing    Showtime  Net 


works — virtually  guarantee- 
ing its  survival  as  a 
competitor  in  the  pay  cable 
business  to  Time  Warner's 
dominant  Home  Box  Office. 

TGI  will  pay  $225  million  for 
a  50%  stake  in  Showtime  and 
a  companion  service,  the  Mov- 
ie Channel.  The  Time-Warner 
merger  prompted  the  deal.  TCI 
was  afraid  that  HBO  would 
raise  rates  to  help  its  parent 
pay  off  debt  and  that  the  alli- 
ance with  Warner  would  give 
HBO  an  overwhelming  advan- 
Uige  over  Showtime  in  acquir- 
ing recent  hit  movies  and  pro- 
ducing special  programs. 
Time  Warner  had  no  comment 
on  the  TCl-Showtime  deal. 


THE  CASE  or 

THE  CHIP  ROBBERIES 


►  California  police  sources 
say  they're  on  the  lookout  for 
organized  gangs  of  Vietnam- 
ese immigrants  who  are  steal- 
ing computer  chips  at  gun- 
point from  high-tech 
companies.  Sometimes  bare- 
foot and  clad  only  in  black  pa- 
jamas, the  suspects  prey  at 
night  on  small  electronics  as- 
semblers in  Silicon  Valley  and 
Southern  California,  binding 
and  gagging  the  employees 
and  making  off  with  as  much 
as  $500,000  worth  of  chips  at 
a  time. 

Police  believe  much  of  the 
contraband  is  resold  at  com- 
puter swap  meets  in  Southern 
California  and  by  tiny  elec- 
tronics shops  in  Orange  coun- 


PRUNE  CANDY  BARS:  TREATS  OR  TRICKS?  I  f  i 


Not  even  the  most  avid  booster 
of  prunes  would  call  the  wizened 
little  fruits  "the  choice  of  a  new 
generation."  Prune  farmer  Ste- 
phen Varnhagen  understands 
that  prunes  are  closely  associat- 
ed with  the  55-and-older  set  and 
that  "most  younger  consumers 
wouldn't  be  seen  dead  with  a 
prune  in  their  mouth." 

Varnhagen  wants  to  change 
that.  To  coax  young  people  onto  the  prune  bandwagon,  he 
developed  the  California  Bar,  a  "virtually  handmade"  con^ 
tion  of  prune  paste  coated  in  chocolate.  Varnhagen  says 
was  inspired  by  Norwegian  cross-country  skiers  who  tra 
with  prunes  in  one  pocket  and  chocolate  in  the  other 

Can  an  upstart  succeed  in  the  candy-bar  business,  dominai 
as  it  is  by  giants  such  as  Mars?  Maybe.  But  in  a  higl 
informal  survey,  BUSINESS  WEEK  tested  people's  reactions 
the  idea  of  a  prune-filled  chocolate  bar.  The  most  frequi 
response:  "I  wouldn't  eat  one." 


ty's  Little  Saigon  area,  a  five- 
mile  strip  of  800  Vietnamese- 
owned  businesses.  After  a 
recent  shooting  at  a  computer 
shop  there,  detectives  were 
able  to  link  the  gangs  to 
thefts  stretching  from  Port- 
land, Ore.,  to  Dallas. 


THREE  SENTENCES  IN 
THE  WEDTECH  SCANDAL 


►  Declaring  that  "you  sold  a 
federal  office  . . .  before  you 
even  got  the  office,"  U.  S. 
District  Judge  Richard  Owen 
on  Oct.  16  sentenced  Robert 
Wallach  to  six  vears  in  prison 
and  fined  him  $2-50,000  for  his 
role  in  the  Wedtech  scandal. 


Wallach,  a  San  Francisco 
torney  and  a  close  friend 
former  U.  S.  Attorney  Gen 
al  Edwin  Meese,  demam 
and  received  $300,000  fr 
Wedtech  executives  in 
change  for  future  favors 
would  perform  in  a  top  J 
tice  Dept.  post  he  never  g(  jstsju, 

Also  sentenced  on  fn  jij 
and  racketeering  charj  iff^.gj 
were  Wedtech  consulta 
and  stock  promoters  Franki 
Chinn  and  Rusty  Lond' 
Chinn  drew  a  three-year  s 
fence  and  a  $100,000  fi 
while  London  faces  five  ye 
and  a  $250,000  fine.  All  th; 
men  plan  to  appeal. 
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remember  the  paf. 


UNCLE  SAM  WADES  IN  )  i 
THE  MINING  STRIKE 


►  The  federal  governments 
stepping  up  its  involvememn 
the  six-month-old  United  Me 
Workers'  strike  against  Pi- 
ston. Charging  that  PittsP 
illegally  withheld  health  bef- 
fits  from  employees,  the  "> 
tional  Labor  Relations  Bo<i 
(NLRB)  asked  a  federal  co"t 
in  Charleston,  W.  Va.,  to 
der  reinstatement  of  the  bei- 
fits.  Meanwhile,  Labor  Se(J- 
tary  Elizabeth  Dole  stepijd 
into  the  dispute,  saying  * 
will  name  a  "superm.ediat' 
to  prod  the  two  sides  towid 
a  settlement. 
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ITH  FRIENDS  LIKE  BOB  MARTINEZ, 
IE  GOP  DOESN'T  NEED ... 


10  doubt  about  it,  Florida  is  the  jewel  of  the  Reagan 
Revolution.  While  the  realignment  that  would  make 
the  Republicans  an  enduring  majority  remains  an  elu- 
roal  in  most  states,  the  GOP  millennium  seems  at  hand  in 
unshine  State.  From  city  hall  to  the  statehouse,  the  tide  is 
ng  strongly  in  favor  of  the  GOP.  But  now,  Governor  Bob 
nez  has  the  party  upset. 

len  he  was  elected  in  1986,  former  Democrat  Martinez 
the  GOP's  hope  for  the  future.  But  after  running  an 
LX  campaign,  his  first  major  act  was  to  push  a  new 
;e  tax  through  the  legislature.  Business  re- 
1,  Martinez  retreated,  and  the  tax  was  re- 
d.  His  next  major  miscalculation:  After  a 
Supreme  Court  decision  on  abortion,  he 
I  lawmakers  into  special  session  to  pass  new 
ctions.  The  Oct.  10-11  session  ended  in  a 
rout  for  Martinez. 

w,  state  Republicans  worry  that  Martinez' 
IS  will  hurt  the  party  in  1990 — and  for  a 
le  to  come.  Fast-growing  Florida  is  expected 
in  at  least  three  House  seats  after  the  1990 
is.  And  the  GOP  is  counting  on  the  governor 
3vent  gerrymandering. 
TIGATED  DISASTER.'  GOP  gains  have  been  im- 
ive.  Since  1980,  Florida  Republicans  have 
1  nearly  a  million  new  voters  to  their  ranks. 
)crats  have  signed  up  fewer  than  200,000.  The  GOP  has 
'ited  from  growth  in  the  Cuban-American  community  as 
as  from  an  influx  of  Midwestern  transplants, 
s  surge  has  produced  striking  results.  The  recent  election 
;ana  Ros-Lehtinen  to  replace  the  late  Claude  D.  Pepper 

the  Republicans  11  of  the  state's  19  congressional  seats, 
kup  of  just  four  state  senate  seats  in  next  year's  election 
i  make  the  Florida  GOP  the  first  to  win  control  of  either 
;  of  a  Southern  legislature  since  Reconstruction.  "We 
d  have  a  Republican  governor  in  Florida,  but  Martinez 

us  all  the  right  reasons  not  to  have  one,"  says  political 
tist  Mark  Stern  of  the  University  of  Central  Florida. 


Martinez'  term  has  been  marked  by  political  clumsiness,  but 
his  handling  of  abortion  was  in  a  class  by  itself.  The  special 
session  "was  an  unmitigated  disaster  for  Martinez  and  the 
party,"  says  one  national  GOP  strategist.  State  Republicans 
complain  that  the  governor  didn't  consult  them  and  refused  to 
back  down  when  told  the  Democrats  had  the  votes  to  block  his 
proposals.  "He  can't  put  us  out  on  a  limb  and  then  cut  it  off," 
says  Republican  State  Representative  Carol  Hanson. 

Despite  his  woes,  Martinez  is  generally  expected  to  seek 
election  to  a  second  term  next  year.  So  far,  the  only  opposition 
he  has  attracted  within  the  party  is  pro-choice 
State  Senator  Marlene  Woodson-Howard.  Florida 
political  pros  consider  Howard,  who  says  Marti- 
nez "got  the  idea  he  was  elected  king  and  not 
governor,"  to  be  a  long  shot. 
SPACE  SHUTTLER.  Some  constituencies  that  helped 
elect  Martinez  in  1986  are  holding  back  this  time. 
For  example,  most  Florida  realtors  supported 
Martinez  in  the  last  election.  But  now  "it's  going 
to  be  hard  to  call,"  says  Jim  Parrish,  president  of 
the  Florida  Association  of  Realtors.  Still,  Marti- 
nez has  lined  up  $3.5  million  of  the  $10  million  to 
$15  million  he  needs  for  a  reelection  bid. 

At  the  moment,  Martinez'  most  formidable 
Democratic  challenger  appears  to  be  Representa- 
tive Bill  Nelson,  who  is  known  less  for  his  legisla- 
tive accomplishments  than  for  a  1986  flight  on  the  space 
shuttle,  which  is  launched  from  his  district.  But  his  moderate 
politics  could  make  him  a  difficult  opponent.  Nelson's  leading 
rival  is  State  Senator  George  Stuart  Jr.,  who  is  expected  to 
run  a  strong  pro-choice  campaign. 

If  Martinez  loses,  the  defeat  will  be  more  a  verdict  on  him 
than  on  the  Republican  Party.  Florida's  demographic  trends 
are  running  too  strongly  in  favor  of  the  GOP  to  be  reversed  by 
Martinez'  misadventures.  Still,  the  loss  of  the  statehouse  in  a 
crucial  reapportionment  year  would  damage  the  party  for 
years  to  come. 

Bji  Gail  D(  Geor(/c  in  Miami,  ivith  Ricliard  Fly  in  Washington 


TAL  WRAPUPI 


.ITICS 


5  an  old  truism  that  all  politics  is 
cal,  but  the  Republicans  have 
aed  it  again  the  hard  way.  The  na- 
il GOP  made  a  heavy  investment  of 
urces  and  money  in  seven  special 
se  elections  this  year,  but  all  the 
y  has  to  show  for  it  is  a  net  loss  of 
seat.  The  latest  blow  came  on  Oct. 
when  Democrat  Gene  Taylor  de- 
id  Tom  Anderson  for  the  Mississip- 
iat  formerly  held  by  the  late  Re- 
ican  Larkin  I.  Smith.  In  the  seven 
5,  the  GOP  tried  to  capitalize  on  a 
\g  national  economy,  a  peaceful 
i  d,  and  the  popularity  of  George 
1.  But  the  Democrats  recruited 


stronger  candidates  and  concentrated 
on  local  issues.  The  GOP  isn't  contest- 
ing the  remaining  special  election,  for 
the  Houston  seat  left  vacant  by  the 
death  of  Democrat  Mickey  Leland. 

TAXES  

Representative  William  J.  Coyne  ID- 
Pa.)  is  planning  a  new  assault  on 
"tax  expenditures,"  the  scores  of  tax 
breaks  ranging  from  deductions  for 
home-mortgage  interest  to  special 
treatment  for  pig  sties.  Coyne,  a  mem- 
ber of  the  Ways  &  Means  Committee, 
proposes  holding  the  annual  growth  in 
tax  expenditures  to  the  growth  rate  of 
spending.  He  says  such  a  limit  could 
trim  $10  billion  from  this  year's  deficit. 


PEOPLE 


The  Bush  Administration  is  moving 
to  fill  some  key  financial  posts.  At 
the  Securities  &  Exchange  Commis- 
sion, enforcement  official  William 
McLucas  and  Washington  lawyer  Rob- 
ert B.  McCaw  are  leading  candidates 
for  enforcement  chief.  For  a  seat  on 
the  commission,  the  White  House  is 
leaning  toward  Bush  loyalist  Theodore 
C.  Barreaux.  ...  At  the  Resolution 
Trust  Corp.,  set  up  to  close  insolvent 
thrifts,  top  contenders  for  the  key  post 
of  funding  director  are  Gordon  H.  Tay- 
lor, formerly  of  Salomon  Brothers  Inc., 
and  John  Darr,  a  former  official  of  the 
Student  Loan  Marketing  Assn. 
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SOVIET  UNION  I 
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AEROFUyr  TAKES  OFF 
FOR  JOINT-VENTURELAND 


i.' 

lit 

ih 


The  lumbering  Soviet  airline  wants  Western  savvy,  routes — and  planes 


AEROFLOT  WANTS  TO  BECOME  AN  INTERNATIONAL  TRAVEl  CONGIOMEBATE 


Civil  aviation's  newest  market  migiit 
well  be  the  world's  biggest  but 
least  efficient  airline:  Aeroflot.  For 
the  first  time,  the  sprawling  Soviet  carri- 
er is  shopping  around  for  new  Western 
planes  to  handle  a  booming  demand  in 
foreign  travel.  It's  also  trying  to  tap 
Western  knowhow  and  capital  for  new 
hotels  and  better  in-flight  food  service. 
The  standard  menu  now  is  cold  chicken 
and  a  pickle. 

Surprisingly,  Aeroflot  isn't  having 
much  trouble  finding  partners.  Luft- 
hansa is  considering  an  estimated  $300 
million  renovation  of  passenger  termi- 
nals at  Moscow's  overcrowded  Shereme- 
tyevo  Airjjort,  and  U.  S.  partners  are 
close  behind.  On  Oct.  25,  Aeroflot,  Sher- 
aton, Pan  Am,  and  a  Soviet  hotel  author- 
ity are  expected  to  unveil  plans  for  a 
450-room,  world-class  hotel  worth  about 
$75  million  on  Moscow's  downtown  Gor- 
ky Street.  And  the  biggest  deal  so  far — 
a  $850  million  purchase  or  lease  arrange- 
ment for  five  Airbus  Industrie  A-310 
long-haul  jetliners  may  get  signed  by 
yearend. 

CURRENCY  CRUNCH.  The  shopping  spree 
just  one  sign  of  surprising  changes 
i;a()er  way  at  this  lumbering  monopoly, 
'\  '';';ch  has  ambitions  of  transforming  it- 
?fii  ir.to  an  internationally  competitive 
:i;iv.!'  and  tourism  conglomerate.  "We 
a,-.-  trying  to  pick  up  and  use  to  the 
rp;.x:niuni  the  experience  of  companies 
^\:':h  as  SAS,  Swissair,  British  Airways, 


liNrSS  V./r^tK /OCTOBER  30,  1989 


and  Lufthansa,"  says  Vladimir  D.  Sa- 
morukov,  chief  negotiator  and  director 
general  of  Aeroflot's  international  com- 
mercial department.  "We  want  to  be  rec- 
ognized as  one  of  the  leading  airlines  in 
the  world." 

That's  a  tall  order.  For  Soviet  and  for- 
eign travelers  alike,  flying  Aeroflot 
means  hard  seats,  spiteful  flight  atten- 
dants, and  cabins  that  reek  of  rest-room 
disinfectant.  Moreover,  a  lack  of  spare 
parts  and  fuel  keeps  much  of  the  air^ 


AEROFIOT  REACHES  WEST 


Company /Deal 


PLANES  Talking  with  Airbus  Industrie, 
Boeing,  McDonnell  Douglas,  and  Ire- 
land's CPA  Group  about  bu>dng  or  leas- 
ing long-haul  aircraft 

NEW  FACILITIES  Has  signed  letter  of  in- 
tent  with  West  Germany's  Lufthansa  to 
upgrade  passenger  terminals  at  Mos- 
cow's Sheremetyevo  .Airport.  Separate- 
ly working  with  Ireland's  Aer  Rianta  to 
have  new  cargo  facilities  constructed  in 
the  Soviet  Union 

PILOT  TRAINING  Plans  to  have  Ireland's 
Aer  Lingus  train  Aeroflot  pilots  to  fly 
leased  Boeing  aircraft 

HOTELS  AND  CATERING  Working  with 
Sheraton  and  Pan  Am  to  build  450-room 
luxury  hotel  in  downtown  Moscow.  Us- 
ing Marriott's  catering  expertise  to  help 
upgrade  meals  on  international  flights 


line's  huge,  2,.500-plane  fleet  grounc 
and  prices  don't  begin  to  cover  co| 
The  price  of  a  500-mile,  Moscow-to-] 
ingrad  journey  is  $36. 

Aeroflot  should  do  better  on  higl 
priced  foreign  flights.  But  it  bai 
earns  enough  hard  currency  to  cover 
landing  fees  and  fuel  costs  on  th) 
routes  because  it  sells  tickets  to  Soi 
travelers  in  rubles,  while  it  pays  for( 
airlines  in  dollars,  yen,  and  other  h*d 
currencies.  Since  Soviets  can  only  ly 
tickets  through  Aeroflot,  no  matT 
which  airline  they  fly,  and  since  Sovs 
are  now  going  abroad  in  record  mn- 
bers,  the  loss  in  precious  hard  curre-y 
is  enormous. 

RUSH  ORDER.  The  payback  problem  cn- 
pounds  when  Soviet  passengers  t:e 
continuing  flights  after  entering  anot?r 
country.  Many  Soviets  extend  tripsJi 
the  U.  S.  on  Pan  American  World  .r- 
ways  Inc.,  which  operates  a  popularJ- 
rect  flight  with  Aeroflot  from  Mos('V 
to  New  York.  Last  year,  Aeroflot  rd- 
bursed  Pan  Am  $20  million  for  this. 

Not  surprisingly,  Aeroflot's  prioy 
now  is  to  find  hard-currency  passengs- 
Only  about  5  million  travelers  payn 
usable  currencies  each  year,  out  of  |e 
approximately  130  million  it  carries. 'o 
Aeroflot  is  trying  to  buy  airplanes  eitJr 
through  joint  ventures  with  foreign 
lines  or  with  generous  Western  fini> 
ing.  It  has  approached  Boeing,  Mcli- 
nell  Douglas,  and  Airbus  for  planej^o 
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an  foreign  routes.  The  first  choice 
,s  to  be  the  Airbus  A-310  because  it 
3e  dehvered  fastest.  "Our  condition 
that  we  get  the  planes  not  later 
1991,"  says  Aeroflot's  Samorukov. 
flot  is  likely  to  buy  or  lease  five  A- 
by  yearend,  and  it  is  deep  in  talks 
Pratt  &  Whitney,  General  Electric, 
Rolls-Royce  for  engines.  Some  10 
and  European  banks  may  put  up 
inancing. 

e  Soviet  airline  also  is  looking  into 
ig  and  operating  planes  with  other 
srs.  Pan  Am  and  Aeroflot  hope  to 
together  a  small  fleet  of  about  10 
!S  for  their  joint  Soviet  Union-to- 

runs.  Aeroflot  wants  to  open  a 
!  between  Los  Angeles  and  Arme- 
for  example,  to  attract  California's 

Armenian  population.  Aeroflot  and 
jroup  Ltd.  are  talking  about  leasing 
igs  or  other  jeis  for  a  similar  joint 
ition  with  Ireland's  Aer  Lingus.  The 
it  airline,  Austrian  Airlines,  and  All 
on  Airways  also  are  jointly  leasing 
!S  for  a  new  Vienna-Moscow-Tokyo 
:  that  opened  in  July. 
OVED  CUISINE.  But  Aeroflot  may 
nto  trade  restrictions  on  attempts  to 
lase  U.  S.  planes.  American  plane 
irs  have  leased  or  sold  aircraft  to 
bloc  nations  before,  but  then  spe- 
restrictions  were  attached.  When 
nd's  GPA  Group  leased  three  older 
ig  737s  to  Hungary's  Malev  air- 

the  Hungarians  had  to  agree  to 

engine  maintenance  performed  in 
Vest.  The  U.  S.  could  take  a  tough 
:e  on  leasing  planes  with  advanced 
lies  to  the  Soviet  Union.  Says  John 
iffrey,  a  Pan  Am  vice-president: 

U.  S.  government  would  be  very 
ant  to  give  them  strategic  aircraft 
heir  own  operation." 
roflot's  needs  go  well  beyond 
!S,  though.  It  must  look  westward 
tielp  with  baggage-handling  gear, 
ng  equipment,  and  computerized 
t-reservation  systems.  A  consortium 
German  companies,  led  by  Lufth- 

is  considering  converting  a  Mos- 
terminal  for  domestic  flights  into 
hat  will  serve  foreign  airlines  exclu- 
L  The  Germans  would  build  new 
ars,  a  cargo  center,  a  new  air-traf- 
ontrol  tower,  a  hotel — and  later 
i  help  operate  the  airport.  On  a 
er  scale,  Marriott  Corp.  has  already 
1  helping  the  airline  improve  its 
and  catering  service. 
I  new  Aeroflot  really  does  emerge, 
t  someday  be  an  attractive,  low- 
1  competitor  hauling  Westerners  to 
foreign  destinations?  The  possi- 

exists.  But  one  Moscow  watcher 

tns:  "First,  they  have  to  enter  the 

;entury." 

Rose  Brady  in  Moscow,  Mark  Mare- 
in  London,  and  Peter  Galuszka  in 
'ork,  with  bureau  revorts 


EAST  GERMANY  I 


KREHZ  IS  CAST  FROM  HONECKER'S 
MOLD.  NOW,  CAN  HE  BREAK  IT? 


He'll  try  to  speed  reforms  without  unleashing  chaos 


Almost  as  soon  as  news  of  embat- 
tled East  German  Communist 
Party  leader  Erich  Honecker's 
ouster  became  public,  hopes  began  ris- 
ing that  his  successor,  security  chief 
Egon  Krenz,  52,  would  move  to  liberal- 
ize the  country's  state-dominated  econo- 
my. The  removal  on  Oct.  18  of  the  77- 
year-old  Honecker  was  "a  signal  that 
the  party  leadership  has  recognized  the 
necessity  for  reform,"  said  opposition 
leader  Rainer  Eppelmann.  Even  Krenz 
conceded  that  he  was  in  for  "work, 
work,  and  more  work." 
Krenz,  a  longtime  hardliner  consid- 


"Reformist  tendencies  that  were  invisi- 
ble before  have  taken  hold,"  says  Brus- 
sels-based East  European  specialist 
Wolfgang  Heisenberg.  Still,  Krenz's  ac- 
tions may  be  limited.  Pressure  for  rapid 
change  would  quickly  degenerate  into 
chaos  in  the  Soviet  Union's  key  East 
bloc  ally.  "A  big,  radical  change  would 
be  dangerous  despite  all  our  problems," 
warns  East  Berlin  political  scientist  Max 
Schmidt.  "We  understand  the  need  for 
changes,  but  we  will  do  it  our  way." 

That  means  Krenz  will  be  unwilling  to 
institute  anything  like  the  fast-paced 
moves  toward  democracy  under  way  in 


KRENZ  (CENTER):  HE  MAY  EASE  TRAVEL  CURBS  BUT  BOOST  PAY  INCENTIVES  TO  SLOW  EMIGRATION 


ered  to  be  cast  in  Honecker's  mold,  may 
prove  to  be  a  master  of  understatement. 
His  first  task  is  to  come  up  with  enough 
concessions  to  halt  the  flow  of  emigres 
seeking  freedom  in  West  Germany. 
More  than  120,000  fled  between  January 
and  early  October,  when  Honecker,  ig- 
noring Soviet  President  Mikhail  S.  Gor- 
bachev's calls  to  push  reforms,  shut  the 
border  and  cracked  down  on  pro-democ- 
racy demonstrators  at  home. 

MORE  SAY  FOR  MANAGERS.  Krenz  SOOn 

may  loosen  Honecker's  curbs  on  foreign 
travel,  probably  causing  even  more  emi- 
gration. But  he's  also  likely  to  try  a 
performance-oriented  pay  system  and  to 
give  factory  managers  more  say  in  their 
jobs  in  the  hopes  of  keeping  hesitant 
East  Germans  from  leaving.  Krenz  prob- 
ably will  also  seek  to  increase  supplies 
of  consumer  goods  by  offering  Western 
companies  joint  ventures  with  East  Ger- 
man ones. 

Such  ventures  would  strengthen  the 
already  considerable  trade  and  financial 
links  between  East  and  West  Germany. 


Poland  and  Hungary.  In  the  days  before 
Honecker's  ouster,  Krenz's  influence 
was  apparent  in  the  printing  of  critical 
letters  in  the  party  newspaper  Neues 
Dentschland  and  in  straightforward 
coverage  of  antigovernment  demonstra- 
tions by  the  state  radio  and  TV.  But  ob- 
servers see  little  hope  that  opposition 
leaders  will  win  their  demands  for  the 
right  to  run  independent  candidates 
against  Communists. 

In  the  end,  the  greatest  threat  to 
Krenz  may  come  from  within  his  own 
party.  "He  doesn't  have  the  authority  or 
the  personality  to  chart  out  a  major  new 
course,"  contends  one  Western  analyst. 
If  Krenz  stumbles,  two  leading  Politbu- 
ro members,  Siegfried  Lorenz  and  East 
Berlin  party  boss  Giinter  Schabowksi, 
may  challenge  Krenz  at  next  May's 
Communist  Party  congress.  There's  lit- 
tle sign  either  politician  is  any  more  re- 
form-minded than  Krenz.  Change  may 
come  to  East  Berlin.  But  its  pace  will  be 
painfully  slow. 

By  John  Templeman  in  Bonn 
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may  be  interested  in  buying  its  Ital^ 
operation  or  backing  management  ii^ 
buyout  of  the  ad  agency's  European  !• 
vision.  Someone  interested  in  buying  1 
of  Saatchi  would  probably  have  to  m 
$1.1  billion.  '  ^ 

Louis-Dreyfus  might  get  a  sli^t 
break  if  Saatchi  could  unload  its  const 
ing  division  before  he  shows  up  for  d 
in  January.  The  brothers  have  been  1 
ing  to  sell  the  eight  far-flung  compar 
since  summer  in  an  effort  to  refocus 
company  solely  on  communications 
Saatchi  could  come  close  to  the  $350  i 
lion  total  price  it  wants,  Louis-Drey^ 
could  use  the  money  to  pay  down  ddt 

RUFFLED  FEATHERS.  He  WOuld  also 

free  to  focus  on  Saatchi's  main  probl 
declining  performance  on  the  advertis 
side  of  the  business,  especially  in 
U.  S.  Profit  margins  for  Saatchi's  c^- 
munications  side  have  slipped  to  an 
mated  11%,  from  13%  last  year.  Unt 
recently  won  the  Burger  King  and 
well  House  accounts,  Saatchi  &  Saa' 
Advertising  Worldwide,  the  second- 
est  U.  S.  agency,  was  beset  by  a  n 
business  slump  and  hefty  restructu 
costs.  Backer  Spielvogel  Bates  Wo: 
wide  Inc.,  Saatchi's  other  big  U.  S.  a, 
cy,  has  had  a  slow  new-business  y( 
capped  by  longtime  client  Prudential 
surance  Co.  of  America's  putting  its 
million  account  into  review.  A  rival 
der  is  Saatchi  &  Saatchi  Advertising, 
Louis-Dreyfus  will  have  to  smo| 
these  and  other  ruffled  feathers.  An 
with  promises  of  financing,  Carl  S; 
vogel,  chief  executive  of  BSBW, 
approached  Charles  Saatchi  t 
with  plans  for  a  management  buy] 
of  that  agency,  and  it  prob; 
won't  be  easy  for  Louis-Dreyfu 
get  the  buyout  bug  out  of  S 
vogel's  head.  So  far,  the  new 
isn't  using  charm  to  win  Spia 
gel  over.  "I'm  amazed  this 
continues  to  spit  in  the  sc 
says  Louis-Dreyfus.  "He  is  not 
ig  to  get  the  company." 
Louis-Dreyfus  won't  be  able  to  coi 
on  cost-cutting  to  shore  up  Saatcl 
margins.  Executives  have  laid  off 
than  800  employees,  wrung  13%  ou' 
Saatchi's  cost  base  since  May,  and  ii 
tuted  much-needed  financial  con' 
They  have  even  considered  raising 
tal  by  selling  minority  stakes  to 
managers.  "Most  of  the  hard  stuffs' 
done,"  says  Terry  Bannister,  joint  cl|f. 
operating  officer.  "Now  we  have  to 
the  emphasis  back  on  growth."  Lo' 
Dreyfus  isn't  saying  what  his  strai 
for  growth  will  be.  But  if  he  doesl 
come  up  with  some  answers  fast, 
may  wonder  why  he  ever  left  the  sloi 
By  Richard  A.  Melcher  in  London,  !<1 
Walecia  Konrad  in  New  York 


BRITAIN! 


SAATCHI  SAYS 

THIS  CHAHGE  IS  FOR  REAL 


With  no  ad  experience,  Louis-Dreyfus  insists  he  will  run  the  company 


SAATCHI'S 
EARNINGS 


150 


■87 

A  MILLIONS  OF  DOLURS 
DATA:  COMPANY  REPORTS, 
GOLDMAN,  SACHS  &  CO. 


After  18  months  out  of  the  work 
force,  millionaire  Robert  Louis- 
Dreyfus  is  forsaking  the  easy 
life  of  skiing  and  reading  in  Switzerland 
for  the  toughest  job  in  advertising. 
Charles  and  Maurice  Saatchi  have  enlist- 
ed Louis-Dreyfus  to  help  them  restore 
luster  to  the  world's  largest  ad  agency 
holding  company. 

Saatchi's  financial  position  is  dismal. 
Most  analysts  expect  operating  earnings 
for  the  year  ended  Sept. 
30  to  plummet  W/' ,  to 
$108  million.  Average  net 
debt  is  expected  to  hit 
$232  million — compared 
with  last  year's  cash  sur- 
plus of  $108  million,  says 
analyst  David  Forster  at 
Kleinwort  Benson  Group 
PLC.  Saatchi's  stock  is 
trading  at  $4.85,  36%  be- 
low its  high  for  the  year. 
Worse,  problems  with 
cash  flow  have  investors 
worried  that  Saatchi  will 
have  to  either  cut  its  $22  million  dividend 
or  borrow  to  cover  it.  The  company  has 
been  the  subject  of  rampant  takeover 
rumors,  and  at  least  one  top  U.  S.  execu- 
tive is  trying  to  break  rank. 

Amid  all  this  turmoil  the  brothers 
have  turned  to  someone  with  no  adver- 
tising experience.  A  scion  of  the 
wealthy  French  commodity-trading 
family,  Louis-Dreyfus  made  his  own 
fortune   building  the  drug  research 
house  IMS  International  Inc.  and  then 
selling  it  to  Dun  &  Bradstreet  Corp.  for 
$1.7  billion  last  year.  In  an  interview  at 
his  future  London  office,  Louis-Dreyfus 
said  he  was  attracted  by  Saatchi's  poten- 
tial for  a  turnaround:  "This  is  still  run  in 
many  ways  like  a  family  company,  and 
that's  something  I  relate  to." 
'NO  DILETTANTE.'  Insiders  are  deeply 
skeptical,   however,  and  wonder  how 
much  real  power  an  outsider  Frenchman 
will  have.  "This  is  just  a  cosmetic  way  of 
;  saying  the  brother.^-,  are  doing  something 
about  the  disappoiniing  results,"  says  a 
■natchi  executive.  "Was  Louis-Dreyfus 
ded?"  asks  another  senior  official. 
•  •■^-rationally,  no.  But  from  the  percep- 
of  the  financial  community,  yes." 
Louis-Dreyfus:  "I'm  no  dilettante. 

it-5filS~B?l!5rrUS  WILL  HAVE  TO  FEND  OFF 
^<i,i'li!m.  BOOST  BUSINESS  STATESIDE 


They  will  let  me  run  the  company." 

Even  if  the  Saatchis  give  Louis-Drey- 
fus a  free  hand,  he  will  be  facing  some 
fiery  problems.  His  first  order  of  busi- 
ness will  no  doubt  be  staving  off  raiders. 
Already,  stakes  are  being  built.  The 
largest  is  the  10.2%  of  Saatchi  stock  held 
by  Memphis-based  Southeastern  Asset 
Management  Inc.,  which  announced  it 
had  received  third-party  inquiries  about 
Saatchi.  In  addition,  Italian  media  mogul 
Silvio  Berlusconi,  who 
SUDDEN       owns  l'-'  of  Saatchi  stock, 

DECLINE 


SObUSl-.lt  S:'.  A;F._rK,'OCTOBER  30,  1989 


INTERNATIONAL  BUS 


ntroducing  the  New 
%  Hyundai  Sonata. 

Since  the  day  it  was  introduced, 
he  midsize  Sonata  from  Hyundai 
las  been  generating  the  kind  of 
)ress  most  cars  simply  dream  about. 

And  now,  it  is  giving  the  editors 
if  respected  automotive  publications 
ven  more  to  write  about. 

Introducing  an  engine  so  impres- 
ive,  it's  sure  to  make  headlines.  This 
iptional  3.0-liter  overhead-cam  V6  , 
5  Hyundai's  most  advanced  power 
lant  to  date.  Along  with  boasting  * 


142  horsepower,  it  offers  multi-point 
electronic  fiiel  injection  for  smooth, 
responsive  performance  and  greater 
fuel  efficiency 

The  powerful  Sonata  has  what  it 
takes  to  go  head  to  head  with  Camry 
And  the  matchup  against  Accord  is 
no  contest;  it  doesn't  even  offer  a  V6. 

We're  also  glad  to  report  that  the 
Sonata  GLS  comes  equipped  with  a 
well-appointed  interior  that  includes 
power  windows  and  door  locks,  a  tilt 
steering  wheel,  cruise  control,  power 
steering,  and  a  6-speaker  AM/FM 
Stereo  cassette  system.  Plus,  plenty 


of  passenger  room  to  enjoy  it. 

Like  any  good  story,  we  saved  the 
best  news  for  last.  Starting  at  just 
$9695*  the  Sonata  is  several  thou- 
sand dollars"  less  than  an  Accoixl 
or  Camry  So  now  that  you've  read 
all  about  it,  call  1-800-826-CARS 
for  the  location  of  your  nearest 
Hyundai  dealer 

Because  a  story  like  this  is  worth 
following  up  on. 

The  Sonata  from 

HYunnni 

Cars  that  make  sense  . 


ASE  MODEL  MSRR  EXCLUDES  FREIGHT,  TAXES.  TITLE  &  OPTIONS.  DEALER  S  PRICE  MAY  VARY.  "COMPARISON  BASED  ON  MSRP  OF  COMPARAHI Y 
»T  BELTS  MAKE  SENSe.D«INKINe  AND  DHIVIMGDOESNT,©  1989  HYUI**I  MOTOR  AMEHICA.      ,  =>CU  UN  MiHP  OF  COMPARABLY 


EQUIPPED  MODELS.  \ 
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MARGARET  THATCHER  HOLDS  A  FIHGER 
TO  THE  WIND— AHD  STEPS  TO  THE  LEFT 


a()outt/ie 

Civ// 


Is  Thatcherism  running  out  of  steam?  Not  outside  Britain. 
In  much  of  the  world,  capitalist  and  communist  govern- 
ments are  pursuing  strategies  of  deregulation  and  reliance 
on  market  forces  launched  by  Prime  Minister  Margaret 
Thatcher  and  later  by  Ronald  Reagan.  But  at  home,  Britons 
are  wearying  of  Thatcher's  relentless  inti'usion  with  radical- 
right  reforms  into  more  and  more  facets  of  life,  from  health 
services  to  water  supplies.  And  with  Britain  suffering  Eu- 
rope's highest  inflation  and  interest  rates,  the  economic  mir- 
acle that  was  Thatcher's  most  visible  success  looks  shopworn. 

These  political  and  economic  strains 
are  showing  up  in  polls  that  now  give 
the  opposition  Labor  Party  a  lead  of  7  to 
10  percentage  points  over  the  Prime 
Minister's  Conservative  Party.  Although 
such  figures  may  be  a  temporary  mid- 
term dip  in  popularity,  Thatcher,  a  canny 
populist,  is  changing  her  image.  At  a 
Conservative  Party  Congress  in  mid-Oc- 
tober, her  allies  stressed  a  new  commit- 
ment to  "quality  of  life"  issues  such  as 
the  environment  and  public  services.  For 
a  deregulator  such  as  Thatcher,  support- 
ing curbs  against  polluters  is  a  signifi- 
cant about-face.  She  is  also  backing  off  on  a  controversial  new 
flat-rate  tax  that  would  be  levied  on  each  adult  in  lieu  of 
progressive  property  taxes.  It  will  now  have  a  long  phase-in 
period  and  many  Britons  may  never  pay. 
PRIVATE  ENOUGH?  Such  shifts  may  not  be  enough,  however,  to 
keep  the  Labor  Party  from  luring  moderates  away  from  the 
Conservatives.  Thatcher  doesn't  have  to  call  an  election  until 
June,  1992.  The  betting  is  that  she  will  run  again  but  step 
down  later,  if  she  wins,  in  favor  of  a  younger  leader.  But  the 
Tories  may  not  be  able  to  count  on  the  deep  split  in  the 
opposition  vote  that  benefited  them  in  the  past.  The  centrist 
Liberal  and  Social  Democratic  parties,  which  drained  away 
249'  of  the  vote  in  the  1987  election,  have  almost  disintegrated. 
Laborites,  led  by  Neil  Kinnock,  are  edging  toward  the  center 


IS  IT  TOO  LATE  FOR  AN  IMAGE  CHANGE? 


by  embracing  modified  free-market  policies,  and  they  no 
er  advocate  making  Britain  a  nuclear-free  zone.  Kinnock's 
is  to  convince  skeptics  that  Labor's  conversion  is  genuine, 
By  contrast,  Thatcher's  right-wing  initiatives  have  fin: 
run  up  against  a  stubborn  British  fondness  for  collect!' 
values.  Her  plan  to  inject  market  practices  into  the  Nati 
Health  Service,  which  provides  free  health  care,  has  sti 
heated  opposition.  While  her  earlier  privatizations  were  pi 
lar,  some  supporters  now  maintain  that  her  latest  schema 
sell  off  state-owned  electric  and  water  utilities — is  motiv; 

by  ideology  rather  than  an  interes' 
improving  these  services.  "Having  prl 
tized  almost  everything  in  sight,  ma( 
it's  time  we  took  a  gulp  to  pause," 
gues  John  Biffen,  a  former  Thab 
Cabinet  minister. 

As  long  as  Thatcher  kept  the  ecom 
strong,  her  moves  in  other  areas  dii 
much  affect  her  government's  popu! 
ty.  "But  once  the  economy  crumbles, 
whole  pack  of  cards  starts  collapsi: 
warns  pollster  Brian  Gosschalk. 
trouble  is  that  easy-money  policial 
1987  and  1988  have  driven  inflatiorl 
7.6%  and  opened  a  yawning  trade  deficit.  To  slow  spendj 
the  government  has  pushed  interest  rates  to  15%.  The  aim 
cure  inflation  and  get  the  economy  on  the  mend  before! 
election,  but  the  steep  interest  rates  could  trigger  a  recess 
Presenting  a  kinder,  gentler  face  helped  George  Bush  ac 
Ronald  Reagan's  mantle  to  a  new  era.  But  for  the  dogm| 
Thatcher  to  try  such  a  shift  by  espousing  causes  such  as 
environment  is  another  matter.  "She's  capable  of  chanj| 
with  the  public  mood,"  says  Julian  Critchley,  a  back-b 
Conservative  MP.  "But  after  more  than  10  years  in  power, 
may  be  suffering  from  hardening  of  the  political  arteries.'' 
the  end,  Thatcherism  will  stand  or  fall  on  its  record, 
that's  now  looking  a  bit  shaky. 

By  Mark  Maremont  in  Lorjn 
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GLOBAL  WRAPUPI 


SOVIET  UNION 


Worried  about  curbs  imposed  by 
the  Supreme  Soviet  on  their 
businesses,  cooperatives  are  forming 
an  alliance  with  coal  mining  communi- 
ties in  northern  Russia  to  win  relief. 
The  Moscow-based  Union  of  Joint  Co- 
operatives is  lobbying  to  get  the  Au- 
tonomous Republic  of  Komi,  an  area  as 
big  as  France,  designated  as  a  region 
fi-ee  of  wage  and  price  controls  and 
other  restrictions  on  co-ops. 

Miners  and  other  residents  of  Komi 
are  eager  to  have  co-ops  set  up  local 
plants  to  ease  chronic  shortages  of 
clothing,  food  products,  and  other  con- 
JM.mer  goods.  Komi  government  and 


party  officials  are  expected  to  present 
the  plan  to  Prime  Minister  Nikolai  I. 
Ryzhkov  and  other  ministers  soon. 
With  support  from  Komi  mineworkers, 
who  flexed  their  political  muscle  in  last 
July's  coal  strike,  they  may  be  able  to 
win  Moscow's  approval  of  the  scheme. 

NAMIBIA  

Spreading  political  violence  is  creat- 
ing a  tense  climate  for  the  sched- 
uled Nov.  6  elections  for  a  Constituent 
Assembly,  despite  the  5,000  soldiers 
and  civilians  deployed  by  the  U.  N.  to 
supervise  Namibia's  shift  to  indepen- 
dence from  South  Africa.  Former  anti- 
guerrilla  fighters  demobilized  from 
South  African-led  Namibian  units  are 


blamed  for  most  of  the  attacks,  cono;- 
trated  in  northern  areas  that  supplt, 
the  leftist  South  West  Africa  Peopls 
Organization  (SWAPO). 

SWAPO  is  expected  to  win  a  major/ 
in  the  Constituent  Assembly,  followi 
by  the  Democratic  Turnhalle  Alliaa, 
a  South  African-organized  paiv 
backed  by  most  of  Namibia's  whits. 
But  if  SWAPO  falls  short  of  the  ti>- 
thirds  majority  needed  to  approve  p>- 
visions  of  the  new  constitution,  wt'- 
gling  in  the  Assembly  could  dey 
Namibia's  independence  past  Mar.  , 
when  the  U.N.  force  is  scheduled o 
pull  out.  That  would  leave  South  Ai- 
can  administrators  in  charge  of  Nan - 
ia's  remaining  steps  to  nationhood. 
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FOOTBALL  I 


lOOK  WHO'S  PAYING  BIG 
BUCKS  TO  FOOTBALL  PLAYERS 


The  Vikings'  Mike  Lynn  is  changing  his  tightwad  image 


SUPER  BOWL  TICKET?  PICKING  UP  THE  HIGH-PRICED  WALKER  SIGNALS  A  NEW  VIKES'  STRATEGY 


|he  fans  packed  into  the  Hubert  H. 
Humphrey  Metrodome  in  Minne- 
apolis cheered  every  time  running 
back  Herschel  Walker  got  his  hands  on 
the  football  in  his  first  appearance  as  a 
Minnesota  Viking.  And  with  good  rea- 
son. By  gaining  a  total  of  195  yards 
in  the  26-14  victory  over  the  Green 
Bay  Packers,  Walker  posted  the  stron- 
gest performance  by  a  Viking  runner 
in  more  than  two  seasons,  marking  a 
dramatic  change  in  the  team's  title 
prospects. 

Walker's  acquisition,  made  only  days 
before  in  a  blockbuster  trade  with  the 
Dallas  Cowboys,  also  signaled  a  dramat- 
ic change  in  the  business  strategy  of 
Michael  E.  Lynn  HI,  general  manager  of 
the  Vikings.  Once  reviled  by  players  for 
his  penny-pinching  ways,  Lynn  is  open- 
ing up  his  pocketbook  in  anticipation  of 
stronger  revenues.  Lynn  represents  a 
new  breed  of  club  owner  who  thinks 
professional!  football  can  be  a  lot  more 
1  profitable  than  it  is  today. 
'<i:.v«iS-siGHTER.  Lynn,  53,  learned  hard 
it;  :-:otis  about  money  early  on.  At  age  1 2, 
was  scavenging  coal  spilled  from  rail 
ir,  Scranton,  Pd.,  to  heat  the  home 
Vv  i  ■  re  lie  lived  with  his  widowed  mother 
.  n'i  five  f)rothers  and  sisters.  He  also 
■■.iii.rii.'MV'iited  his  mother's  $30-a-month 


welfare  check  with  two  newspaper 
routes,  an  usher's  job,  and  summer  work 
in  a  box  factory.  He  served  in  the  Army 
and  attended  Pace  University  in  Manhat- 
tan before  going  to  Memphis  to  manage 
a  movie-theater  chain.  Lynn  says  the  job 
offered  the  occasional  opportunity  to 
usher  at  special  midnight 
screenings  for  Elvis  Pres- 
ley. In  1974,  when  Lynn 
was  trying  to  drum  up 
money  to  attract  an  NFL 
team  to  Memphis,  he  ran 
his  own  entertainment- 
promotion  company  to 
pay  his  bills. 

■The  NFL  picked  Tampa 
Bay  instead,  but  Lynn's 
work  had  caught  the  eye 
of  former  Vikings  control- 
ling owner  Max  Winter, 
who  hired  Lynn  and  pro- 
moted him  to  general 
manager  in  1975.  Lynn's 
work  has  been  rewarded 
with  a  salary  that  he  wi 
only  as  being  in  excess 
annually. 

That  salary,  high  by  NFL  standards,  is 
a  point  of  some  contention.  Financiers 
Irwin  L.  Jacobs  and  Carl  L.  Pohlad,  who 
head  a  group  of  owners  holding  50.6%  of 


LYNN:  STRONGER  REVENUES 


11  characterize 
of  $1  million 


the  team's  1,750  shares  but  only  a  thd 
of  its  voting  stock,  have  gone  to  courts 
win  expanded  voting  rights.  Their  1IS6 
suit  in  Hennepin  County  court  a^s 
charged  that  Vikings  management  m- 
ceived  excessive  salaries  and  that  Lyn 
tapped  the  till  for  such  personal  s- 
penses  as  flying  to  Beverly  Hills  to  s% 
for  suits.  Lynn  denies  the  charge,  'ie 
court  ruled  against  Jacobs  and  Pohljl, 
and  they  have  appealed. 
BASEBALL  BOOST.  The  Other  Vik\]^ 
owners  have  been  generous  to  Lynn  8- 
cause  he  brings  in  the  bucks.  Althoifc 
Lynn  won't  give  figures,  the  NFL  Pl^ 
ers  Assn.  estimates  that  the  team  cons- 
tently  makes  more  money  than  mt 
other  clubs,  despite  the  Vikings'  midae 
market.  Owning  the  high-rent  skybo:^ 
at  the  Metrodome  doesn't  hurt,  since  e 
team  even  earns  rentals  for  Twins  bse- 
ball  games.  Loyal  fans  are  helpful,  t^L 
The  63,000-seat  dome  consistently  si^ 
out,  and  55,000  of  those  seats  go  to  si- 
son-ticket  holders. 

Lynn  says  that  the  key  to  succcS; 
however,  is  holding  down  expensesia 
policy  that  has  long  angered  playa 
Says  Leigh  Steinberg,  an  agent  whe 
clients  include  Vikings  quarterb.k 
Wade  Wilson:  "Mike  Lynn  has  bin 
enormously  successful  in  creatinga 
salary  structure  at  variance  with  mst 
of  the  league."  Lynn  considers  thajj 
compliment,  especially  with  respect! 
rookies.  Newcomers  routinely  earn  \i 
what  their  counterparts  earn  on  ots 
teams.  "Our  philosophy  says  these  pl| 
ers  have  done  absolutely  nothing 
this  football  team,"  says  Lynn,  " 
that  it  is  wrong  to  pay  rookies 
type  of  dollars  they  have  been  gettH 
elsewhere."  " 
Things  are  looking  p 
for  the  veterans,  thoua. 
The  Vikings  were  e 
third-worst-paying  ten 
in  the  league  in  1988,  > 
cording  to  the  Plays 
Assn.  But  the  team's  p/- 
roll  is  a  shade  above  f 
average  of  $15  million  t 
the  league  this  seasi- 
The  Viking  payroll  shod 
be  among  the  lead^s 
next  season — and  not  j;t 
because  Walker's  $1  il- 
lion-a-year  salary  is  eqil 
to  those  of  the  five  pv- 
ers  traded  to  the  Cowb  s 
to  get  him.  Some  top  players  have  1- 
ready  negotiated  big  raises,  but  ty 
had  to  be  training  camp  holdouts  to'o 
it.  Even  though  Lynn  is  finally  loosen? 
his  purse  strings,  he's  not  doing  so  wli- 
out  a  struggle. 

By  Tony  Kennedy  in  Minneap^ 
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SPORTS  BUStS 


Now,  Get  386  System  Performance  At  A  286  System  Price. 


It  just  doesn't  make  sense  to  buy 
another  286-based  personal 
computer 
Not  since  we  created  the  386 "  SX  micro- 
processor Now  you  can  buy  a  386  SX-based 
system  for  the  price  of  a  286-based  system. 
And  invest  in  the  future,  not  in  the  past. 
386  SX  makes  it  easy  to  make  the  move. 


Its  one  hundred  percent  compatible  with  the 
286.  So  all  your  software  moves  with  you.  And 
its  one  zillion  percent  better  Because  it  runs 
all  the  new  386  software,  too,  which  the  286 
can't.  386  SX.  Ask  for  it  the  very  next  time  you 
buv  a  computer  g      ■  kr) 

386  SX.Now's  the  time  

to  make  the  move. 


Intel 


Need  to  know  more  about  386  SX  computer^  '-'  Call  1-800-1 2 2-T77 2  ext  3A02  and  we'll  send  you  an  informative  overview. 


586isjtratleaiJrkLifln[cl<_orporaLon  Intel  is  a  registered  (radcmark  of  Intel  Corporation    C'l98y  Intel  Corporation 


To  the  casual  observer,  it  may 
seem  like  a  simple  message  delivery. 
But  at  this  crucial  moment  one  deter- 
mines whether  a  hotels  performance 
equals  its  promise. 

  At  Westin  Hotels  &  Resorts,  we 

Urgent  eleven-pa.e  fax  from  "^"t^^^^^!^ 

New  York,  11:U4  p.m.  dedicated  people  who  aim  not  onlv 

The  Westin  Plaza,  Singapore.  to  fulfill  your  needs,  but  to  anticipate 

  them.  People  who  respond  promptly 

to  any  request. 

Because  at  Westin,  whether  its  a 
message  from  halfway  across  town,  or 
halfway  around  the  world,  we'll  deliver 
it  to  you  in  a  manner  that  is  at  once 
caring,  comfortable,  civilized. 
Even  at  the  eleventh  hour. 


Hotels  8.  RESO 


u^nsultant  or  800-228-3000.  A.mihiUu- Atl.ima  •  AiUma  aUickhcadi  •  Boston  -  Calgary -Cancun  -  Chicago 'Chicago  ICTHarel  -  Cincinnati  -  Dall.is  •  Denver  •  Detr^ 
.       ■..  I'l  Lauderdale  -  Guadalajara  -  ( .u.iii  niala  '      •  I  lilion  1  lead  Island  •  I  long  Kong  - 1  louston  -  Indianapolis  -  island  ol  Hawaii  -  Ixtapa  ■  Kansas  Cily  -  Kauai  •  Kyoto  •  Los  IS" 
I  •  .>;;■!:  •  Maui  -  Mazatlan  -  Mexico  Cuy  ■  M'  ii:ici,.\  ■  r,c'.v  t)rk  .i!i-  •  '  .l-a  York  •  Orange  Count v  Orlando  -  Ottawa  ■  Phoenix  -  Pittsburgh  -  Portland  -  Puerto  Vallarta  •  Pusan  •  I"' 
'      li  Vrancisco  Airport  -  San  Salvador  ■  Seattle  •  .Seoul  ■  Sliangluu  ■  Singapore  ■  lokyo  •  loronlo  ■  lucson  -  Tulsa  -  V<iil  •  X'ancouvcr  ■  Washington,  D.C.  -  Winnipeg 
■  li    .'.itl'itc"  Mileage  Pius.  Air  Canada  Aerophn  and  VSAir  Frequent  Traveler  programs  cam  miles  at  parlicipating  Westin  Hotels  &  Resorts. 


SPECIAL  ADVERTISING  section 


Europe  at 
the  Right  Time 


II 


Eurocalendar 


III 


Day  Tripper 


IV 


Who's  Who  in 
the  European  Skies 


The  Perfect  Place 


VI 


Auto  Automat 


VII 


Days  and  Nights  at 
Walt  Disney  World 


VIII 


Diaries  Become  Electric 


IX 


On  the  Road 


The  Charter  Game 


AT  THE 
RIGHT  TIME 

AND  IT  ISN'T  AUGUST 


No  one,  except  perhaps  a  faithless  travel 
agent,  ever  sang  August  in  Paris','  and 
Robert  Brov^/ning  never  lyricized  "Oh,  to  be  in 
England/Now  that  Augusts  there"  Yet  the 
myth  persists  that  midsummer  is  the  most 
suitable  time  for  mad  dogs  and  Americans 
to  go  out  in  the  European  sun — that 
parched,  thronged  strip  of  year  from  gradua- 
tion time  to  Labor  Day  known  affectionately 


by  European  hotels  and  airlines  as  the 
"high  season"  Mostly  what's  high  about  it 
are  the  prices — especially  raised  to  match 
swollen  demand — and  the  temperature 

In  August,  most  of  Rome  looks  like  the 
aftermath  of  an  emergency  evacuation; 
baking,  deserted  streets  with  orange  and  red 

CHIUSO  PER  FERIE  (CLOSED  FOR  VACATION  )  SignS 

taunting  from  every  iron  shutter  Even  pick- 
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pockets  and  itinerant  garlic  vendors  are 
away  for  their  month  at  the  soiled  sea,  and 
you  could  walk  a  mile  for  a  cappuccino 


One  man's  low  season  is  another  man's 
peak  From  crisp,  brisk  September  to  the 
certain  glory  of  multicolored  May — which 
we  have  been  travel-trained  to  think  of  as 
the  'off  period — is  actually  when  Euro- 
pean life  is  at  Its  richest  and  most  reward- 
ing Airport  and  museum  lines  are  shorter 
tempers  longer  cultural  activities  cornuco- 
pian,  and  hotel  and  general  living  space 
more  available  April's  riotous  flower  fall  on 
the  Spanish  Steps,  Christmas  shopping  on 
Regent  Street  and  theater-hopping  in  the 
West  End,  a  shimmering,  February-frosted 
Swiss  ski  village — these  are  all  seasons 
that  will  give  you  a  real  high 

If  part  of  the  pleasure  and  purpose  of 
travel  is  contact  with  different  people  and 
other  ways  of  life,  remember  too,  that  in 


^FREQUENT^ 
=TRAVELER= 


these  nouveau-affluent  summers,  almost 
everyone  is  away  in  the  country — or  in 
someone  else's  country  The  Parisians  are 
at  their  chalets  and  Club  Med  bungalows, 
the  Italians  swarm  along  the  Champs- 
Elysees,  and  if  you  really  want  to  mingle 
with  the  Germans  in  luly  there's  no  place 
like  the  Adriatic  coast  of  Italy  You'll  hearfar 
more  English  on  the  streets  of  Athens  and 
Amsterdam  than  along  Piccadilly  Circus 
There's  no  shortage  of  Leaning  Tower 
T-shirts,  Swiss  Army  knives,  and  blown- 
glass  gondolas,  but  you'll  hnd  that  no  one 
is  minding  many  of  the  most  attractive 
stores  And  much  of  the  cultural  fare  is  a 
tourist  menu  of  folk  dancing,  sound-and- 
light  spectacles,  and  open-air  opera  that  is 
just  an  antipasto  to  the  autumn  banquet 


Consider  instead,  year-round  Euroj 
which  begins  to  flourish  as  the  wiltj 
sightseers  droop  homeward  and  the 
autumn  leaves  flutter  to  the  bouleval 
Here  are  a  few  prose  snapshots  that 
induce  you  to  become  a  man  or  woman  | 
off-seasons 


A  VENETIAN  TABLEAU 


Venice  in  February  may  sound  to  you  ll 
Niagara  Falls  without  water  or  the  vil 
from  the  fourth  floor  of  the  Empire  StJ 
Building,  but  that's  only  because  youl 
never  lolled  in  a  miraculously  desert] 
Piazza  San  Marco,  sipping  Bellinis  Iped 
nectar  and  champagne)  for  breakfast  a| 
watching  the  first  mottled  splashesf 
winter  sun  warm  the  Renaissance  tabk 
of  the  square  Gone  are  the  souvenired  a| 
straw-hatted  mobs  that  clog  each  calle  al 
campo.  gone  are  the  rush-hour  gondq 
lams  that  glut  the  Grand  Canal,  You 
cruise  the  serene  streets  of  water  by 
poretto — seats  off-seasonally  available 
and  wander  by  night  through  the  dus 
blowy  alleys  and  over  silent,  lanternj 
bridges  that  exude  Renaissance  romani 

This  is  once  again  the  Venice  "where  tj 
Doges  wed  the  sea  with  rings!'  to  eel 
Browning  The  modest  room  that  woJ 
have  cost  you  an  arm  and  a  leg  in  midsul 
mer  now  costs  only  an  arm  And  come  hil 
water  you  may  be  rowed  across  San  Marl 
and  marooned  in  Harry's  Bar  where  yf 
can  sip  Bellims  for  lunch  and  dinner 
well 


TALES  FROM  THE  VIENNA  WOODS 


Vienna  in  December  is  a  three-i 
sional  Christmas  card — elegantly  furr 
and  booted  ladies  buying  up  the  Ka 
nerstrasse  under  the  great  snow-speck! 
polychrome  roof  of  Stephansdom;  the  c 
Vienna  cafes  overflowing  with  whippe 
cream-laden  Sacher  tortes  and  stear; 
mulled  wine,  the  exuberant  Rosenkavalier  W 
ing  toward  the  New  Year  at  the  Vieni 
Opera,  and  a  whole  season  of  festive  ba 
not  far  behind  You  can  tromp  the  hundre 
of  green  acres  of  the  wild  Vienna  Woods 
year-round  and  end  the  day  eating  grill 
chicken  around  an  open  hearth  at  one 
the  wine  taverns  in  gemutlich  Grinzing. 

The  Loire  Valley  in  May  is  a  princely  pic 
ground  and  a  valley  of  kings  in  full  flow 
The  daisy  chain  of  storybook  castles  ai' 
lush,  sculpted  gardens — idyllic  in  th 
serene  season — is  enough  to  make  a  lif 
time  monarchist  out  of  the  most  dedicat< 
democrat  You  can  rent  a  bicycle  and  crui 
easily  along  verdant  secondary  roads  fro 
Chenonceaux  to  Chambord,  Azay 
Rideau,  and  halt  a  dazzling  dozen  moi 
There  are  gentlemanly  farms  and  man' 
houses  that  take  paying  guests,  and  yc 
can't  seethe  forest  for  the  three-star  mea: 

And  there  will  always  be  an  'April 
Pans" 
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3  1989  British  Airways 

"The  food  was  delicious  and  the  service  excellent." 

Rose  Dannenfelser 
Great  Neck,  NY 

"I  had  one  of  the  finest  flying  experiences  of  my  travels.  Checking  in 
for  the  flight  was  a  delight.  Your  reservations  personnel  were 
friendly,  as  were  your  ticket  agents.  Your  flight  attendants  were 
superb." 

Richard  D'Amelio 
San  Francisco,  CA 

"We  were  treated  like  royalty  We  never  expected  free  drinks,  a  beau- 
tiful meal,  free  movies. .  .we  honestly  felt  we  were  in  First  Class 
instead  of  Economy." 

Felicia  &  John  Pttosa 
Massapequa  Park,  NY 

"My  business  requires  frequent  international  travel,  and  my  recent 
experience  with  British  Airways  would  suggest  you  are  now  in  the 
forefront  of  quality  service. 

"On  these  flights  your  departure  times  were  dead  on  and  the  cabin 
service  was  superlative— my  compliments  to  your  flight  and  cabin 
personnel." 

T.WRoarke 
Tacotna,  WA 

"Captain  and  crew  were  simply  magnificent.  Please  convey  my 
sincere  thanks  to  all  the  British  Airways  people  involved  with  our 
flight.  They  are  the  very  best  at  what  they  do." 

James  R.  Folts 
Blairstown,  NJ 

"We  were  treated  with  the  utmost  care,  even  though  we  flew  Econ- 
omy Class.  Everyone  was  so  kind  and  thoughtful.  There  cannot  be 
enough  said  of  your  personnel  and  the  gracious  and  polite  way  we 
were  treated." 

Mr.  &  Mrs.  Fred  F.  Larimer 
Long  Beach,  CA 

"I  have  traveled  many  times,  and  on  many  different  airlines,  but  I 
wanted  you  to  know  that  I  find  British  Airways  to  be  the  very  best 
by  far." 

Carol  Lehigh 
Burhank,  CA 


THE  CUSTOMERS 
ALWAYS  WRITE. 


stafFhas  been  called  "simply  magnificent";  our  meals  "beautiful"  and  "delicious";  our  service  "superla-   BRITISH  Al  RWAYS 

'  and  "the  very  best  by  far."  And  who  are  we  to  argue'  After  all,  the  customer  is  always . . .  well,  you  know.        The  worlds  favounte  airline'  ^ 
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Today's  |et-setting  executive  knows 
that  business  and  pleasure  can  mix 
easily,  despite  rumors  to  the  contrary 
Attending  a  play,  opera,  ballet,  or  concert 
at  the  end  of  a  hectic  day  can  be  extremely 
therapeutic,  and  might  even  make  for  a 
more  productive  mmd-set  the  next  day 

It  also  provides  a  business  traveler  with 
some  insight  into  the  tastes  and  traditions 
of  the  city  or  country  being  visited  Add 
sports  events  and  folk  festivals  to  the  equa- 
tion, and  all  of  these  happenings  can  im- 
prove your  knowledge  of  an  area,  which 
can  be  helpful  with  both  business  and  per- 
sonal relationships 

On  a  slightly  different  note,  Europe  will 
be  hosting  a  few  special  anniversary  cele- 
brations during  1990  Rotterdam  will  be 
ftSO  years  old  and  Ireland's  Ennis.  in 
County  Clare,  a  healthy  7'50  Ski  races  in 
Kitzbuhel,  Austria,  mark  their  50th  year 
and  Glasgow  will  be  honored  as  Cultural 
Capital  of  Europe,  with  a  wide  variety  of 
events  planned 

The  foll(Wing  calendar  for  both  Western 
and  Eastern  Europe  covers  the  next  six 
months  (and  a  bit  beyond  in  some  casesi 
Contacts,  addresses,  and  telephone 
numbers  for  further  information  follow 
each  entry 


AUSTRIA 


HIGHLIGHTS 
l.in  il-M  50th  Anniversary  of 
Hahnenkamm  Ski  Races  Kitzbuhel  Spe 
tial  ceremonies,  a  him  festival,  a  hot-air 
balloon  rally  and  ski  competitions  will 
mark  the  occasion  Contact  Austrian 
National  Tourist  Ofhce.  500  Fifth  Ave  .  New 
York,  NY  101 10,  «00-223-02«4,  in  New  York, 
212-944  6<H80 

CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS) 
N<..w  through  liine  '40   Vienna  State 

Opera,  Slaatsoper  Vienna  The  operas  to 
be  presented  incluiie  Aida.  Die  Fledcrmaus. 
i  Dii'  l-(wi/u)  Dutchman,  and  many  others 
'■-ontact  Uundestheaterverband,  Hanusch- 
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Eurocalendar 


HERES  WHAT'S  HAPPENING 


gasse  3,  A-lOlO  Vienna 

Dec  1-20  Mozart  Festival.  Konzert- 
haus.  Vienna  Orchestral  and  chamber 
music  will  be  performed  Contact  Konzert- 
haus.  Lothringerstrasse  20.  A-1030  Vienna, 
01-72-12-11 


HIGHLIGHTS 

Now  through  Dec   17   Europalia  '89, 

Brussels  This  visual  and  performing  arts 
event  is  held  biennially  and  honors  the 
culture  of  a  different  country  each  time 
This  year  the  spotlight  is  on  lapan.  with 
exhibits,  hims,  theater  music  (orchestral 
and  even  lapanese  jazzl,  and  special  pro- 
grams in  education,  science,  and  literature 
Contact  Belgian  National  Tourist  Office, 
745  Fifth  Ave,  New  York,  NY  I0I5(, 
212-758-8130 

CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS! 

NowthrLtugh  May  17  Palais  des  Beaux- 
Arts,  Brussels  Concerts  with  guest  con- 
ductors, performers,  and  orchestras,  as 
well  as  the  National  Orchestra  of  Belgium, 
are  presented  Contact  Bureau  de  Loca- 
tion, Palais  des  Beaux-Arts,  23  Rue  Raven- 
stem.  1000  Brussels,  2-512-5045 

Now  through  luly  7  Antwerp  Opera 
Season,  De  Vilaams  Opera,  Antwerp  The 
operas  to  be  performed  include  Tancrcdi 
Contact  De  Vilaams  Opera-Abonnementen- 
bureau.  Van  Ertbornstraat  8,  2018  Antwerp, 
3-225-2103  or  3-233-6685 

Dec  8-30  Fierrabas,  Theatre  Royal  de 
la  Monnaie.  Brussels  A  new  production  of 
this  rarely  performed  work  by  Schubert, 
coproduced  by  the  Vi/iener  Festwochen  and 
the  Vienna  State  Opera  Contact  Theatre 
Royal  de  la  Monnaie.  27  Rue  des  Domini- 
cains,  8-1070  Brussels.  2-218-1266 

SPORTS 

Dec  6-10  Internationallumping  Show 
and  Hipporama,  Pare  des  Expositions, 
Brussels  A  horse  and  horsemanship  fair 
Contact  Belgian  National  Tourist  Ofhce 


HIGHLIGHTS 

Dec  16-Mar  11  The  World  of  Salvado 

Dali,  Louisiana  Museum  of  Modern  An 
Louisiana  Contact  Danish  National  Toui 
ist  Board.  655  Third  Ave  ,  New  York.  N 
10017.  212-949-2333 

CULTURAL  (THEATER,  OPERA, 

BALLET,  CONCERTS)  I 

Now  through  lune  1  The  Royal  Danisf 
Ballet  and  the  Royal  Danish  Opera 

Danish  Royal  Theatre.  Copenhagen.  Balle 
offerings  include  Giselle  and  Coppelia.  am 
opera  offerings  include  Cosi  fan  tutle.  Doi 
Pasquale,  and  La  Boheme  Contact  DanisI 
Royal  Theatre  Box  Office.  Postbox  218 
DK-1017,  Copenhagen  K,  2-33-14-10-02. 

OTHER 

Mar  28-Aug  27  Bakken,  Klampenborg 
Celebrate  the  lively  season  ol  the  world': 
oldest  amusement  park  Dyrehaven  62 
2930  Klampenborg,  31-63-35-44 

Apr  26-Sept  16  Tlvoli  Gardens 
Copenhagen  This  will  be  the  148th  season 
and  more  than  100  events  are  featured 
Contact  Danish  National  Tourist  Board. 


CULTURAL  (THEATER,  OPERA, 
BALLET.  CONCERTS) 
Nov  24-26  Kaamosjazz,  Saariselka 
international  lazz  greats,  many  from  the 
United  States,  headline  concerts  and  jarr 
sessions  Contact  Tourist  Information 
Piiskuntie  5.  99800  Ivalo.  9-69-71-25-21 


'lie. 


SPORTS 

Feb  24  Hameenlinna-Lahti  Finlandia  i  i  ^' 
Ski  Race  Covers  47  miles  of  cross-country  j 
skiing,  with  thousands  participating,  in- 1 
eluding  foreigners  Contact  Finlandia  Ski  | 
Race  Office,  Urheilukeskus.  15110  Lahtij 
9-18-4-9811  I 


When  it  comes  to  business  travel,  that's 
the  law  of  survival. 

And  its  why  we've  developed  systems 
to  give  you  better  control  over  your  entire 
travel  process,  starting  with  planning  and 
finishing  with  accounting.  Ways  to  do  it  all, 
using  less  time  and  spending  less  money 

Take  Corporate  Apollo,  for  instance.  It 
gives  you  total  access  to  one  of  the  largest 
travel  information  databases  in  the  world. 


And  then  there's  the  Apollo  On-Site 
Document  Printer  that  delivers  tickets  and 
travel  documents  right  in  your  own  office, 
always  at  your  own  convenience. 

And  travelmaster.  The  accounting  sys- 
tem that  automatically  handles  everything 
from  advances  to  reconciling  vendor  billing. 

And  more. 

With  Apollo,  you  can  get  all  the  help 
you  need  to  handle  travel  faster  and  cheaper. 


So  wait  not. 

For  more  information,  call  1-800- 
456-0654.  Or  contact  an  Apollo 
travel  agency 

Apollo 

Travel  solutions  from  COVlA, 
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HIGHL 

November  International  Automobile 

Center  opens  in  Pans  The  museum  oc- 
cupies 40,000  square  feet  at  the  Porte  de 
Pantin,  near  La  Viliette's  City  of  Science 
On  display  will  be  more  than  120  cars,  in- 
cluding vintage  Bugattis,  Delahayes,  and 
Ferraris,  as  w/ell  as  Porsches  and  Formula 
One  race  cars  The  main  exhibit  will  change 
every  six  months,  and  the  museum  library 
is  open  to  the  public  Contact  International 
Automobile  Center,  Porte  de  Pantin,  Pans, 
1-4225-4781 

CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS) 

Nov  10,  14.  17,  21,  and  23  Fidelio,  The- 
atre du  Chatelet,  Paris  This  masterpiece  by 
Beethoven  is  being  presented  by  the 
National  Orchestra  of  France  and  the 
National  Philharmonic  Choir  of  Warsaw 
Contact  Theatre  du  Chatelet,  2  Rue  Edouard 
Colonne,  75001  Pans,  1-42-43-30-00 

February  12,  15,  18,  21,  and  24:  Die 
Meistersinger  von  Niirnberg,  Theatre  du 
Chatelet,  Paris  Wagner's  great  opera  will 
be  performed  by  the  Philharmonic 
Orchestra  and  Choir  of  Radio-France  Con- 
tact Theatre  du  Chatelet 

EXHIBITS 

Now  through  Feb   12  jacques-Louis 

David,  Louvre  Museum,  Pans  More  than 
80  paintings  and  100  drawings  by  this  mas- 
ter of  the  French  Revolutionary  era  are  on 
display  Contact  Louvre  Museum,  Place  du 
Louvre,  75001  Pans,  1-40-20-50-50 

FESTIVALS 
Feb  15-Mar  4  Carnival,  Nice  Frances 
largest  Mardi  Gras  celebration  lights  up 
the  Cote  d'Azur  This  year's  theme  is  "King 
of  Laughter"  and  many  different  activities 
are  planned  Contact  French  Government 
Tourist  Ofhce,  610  Fifth  Ave  ,  New  York,  NY 
10020,  212  757-1125 


HIGHLIGHTS 
Nov  l-Dcc  31  2,000th  Anniversary 
j  Celebration,  Bonn  V.'est  Germ.inys  cap- 
I  !tal  L')nnnues  its  yearlong  birthday  party 
I  v;iih  exhibits,  concerts,  and  festivals 
I  ConiJjcl  German  National  Tourist  Ofhce, 
1  747  Thud  ,^ve  .  New  York,  NY  10017 
212  308  'y>00 

f  (  v  i  I  )cc  31  800  Years  of  the  Port  of 
Hambiirg,  Hamburg  This  yearlong  cele- 
bration IS  still  going  strong  wlh  exhibits, 
i  concerts,  and  comfnemc  rative  programs 
Con*.,K:t  Gorman  National  fburist  Ofhce 


^FREQUENT- 
=TRAVELER= 


CULTURAL  (THEATER  ,  OPERA, 
BALLET,  CONCERTS) 

Nov  24-2'y  Stuttgart  Days  of  New 
Music.  Stuttgart  The  Stuttgart  Radio  Sym- 
phony Orchestra  plays  under  conductor 
Heinz  Holiiger  Innovative  music  is  part  of 
this  event  Contact  Tage  fiir  Neue  Music 
Stuttgart,  Herrn  Hans-Peter  lahn;  Schempp- 
strasse  34,  D-7000  Stuttgart  75 

Nov  25-Dec  3  Wiirzburg  Bach  Days 
St  johanniskirche,  Wurzburg  Works  by 
Bachand  Handelare featured,  including Mt^ss 
in  B  Minor  and  Messiah  Contact  Bachchor 
und  Bachorchester  der  St  lohanniskirche, 
Hofstallstrabe  5,  D-8700  Wurzberg 

FAIRS/SHOWS 

Late  Nov -Dec  24  Christmas  Markets, 

Hamburg,  Lubeck,  Munich,  Frankfurt, 
Nuremberg,  Augsburg,  and  other  cities 
Gingerbread  houses,  toys,  Christmas  trees, 
and  decorations  are  artfully  displayed  (and 
for  sale)  in  each  city's  mam  square  Contact 
German  National  Tourist  Ofhce 

OTHER 

Ian  27-Feb  27  Karneval  or  Fastnacht, 

Cologne,  Dusseldorl,  Mainz,  and  other 
cities  (It's  called  Fasching  in  Munich) 
The  German  version  of  Mardi  Gras,  these 
are  thrilling  pre-Lenten  celebrations  The 
highlight  of  the  festivities  is  always  the 
colorful  Rosemonday  Parade  on  Feb  26 
Contact  German  National  Tourist  Ofhce 


HIGHLIGHTS 

Ian  l-Dec  31  Glasgow  1990,  Glasgow 
Glasgow  glows  in  19M0  as  the  Cultural  Cap- 
ital of  Europe,  with  a  wide  variety  of 
cultural  events  planned  Contact  Festivals 
Office,  City  Chambers,  George  Sq  , 
Glasgow  G2  IDU,  Scotland,  041-227-5429 

Apr  5  Start  of  the  London  to  Beijing 
Motor  Challenge,  Marble  Arch,  London 
The  race  will  hnish  in  Beijing,  China,  about 
lune  7  Contact  David  Pattison,  Secretary, 
London  to  Beijing  Motor  Challenge,  Voy- 
ages lules  Verne,  21  Dorset  Sq  ,  London 
NWl,  England,  01-723-6556 

Apr  lO-Oct  13  Images  of  the  Hur- 
ricane, RAF  Museum,  London  This  ma|or 
exhibit  commemorates  the  golden  lubilee 
of  the  Battle  of  Britain  Contact  RAF  Mu- 
seum, Graham  Park  Way,  Hendon,  London 
NW9,  England,  01-205-2266 

CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS) 

Now  through  |an  27  (new  season  starts 
in  March)  Shakespeare  Theatre,  Strat- 
ford-upon-Avon, Warwickshire  Perfor- 


mances at  the  Royal  Shakespeare  Theatre 
Swan  Theatre,  and,  in  1990,  the  restorec 
Other  Place  Theatre  Contact  Royal  Shake 
speare  Theatre  Box  Ofhce,  Stratford-upon 
Avon.  Warwickshire  CV37  6BB.  England 
0789-295623 

Now  through  late  lune/early  luiy  The 
Royal  Opera  and  the  Royal  Ballet.  Coven 
Garden.  London  Among  the  opera  offer 
ings  are  Dw  Walkure  and  La  Roheme  Th 
Royal  Ballet  will  present  classic  works,  plu 
contemporary  ballets  Contact  Royal  Op 
era  House  Box  Ofhce.  48  Floral  St .  Londor 
WC  2.  England.  01-240-1066  or  01-240-1911 

Mid-November-May  The  Royal  Shake 
speare  Company.  Barbican  Centre 
London  In  its  new  season,  the  RSC  pre 
sents  a  mixture  of  new  plays  and  classic: 
Barbican  Centre:  Silk  St  .  London  EC2^ 
8BD.  England.  01-638-8891 

Sadler's  Wells  Theatre.  London  Season;  j 
for  visiting  dance  and  opera  companies  an 
brief  so  check  local  newspapers  The  Sadler'; 
Wells  Royal  Ballet  performs  during  th 
Christmas  season  Rosebery  Ave.  Londoif<[jy 
ECIR  4TN.  England.  01-278-8916:  informa 
tion  hotline.  01-278-0855.  24-hour  informa 
tion.  01-278-5450 


I 


EXHIBITS 

Ian  13-Apr  8  Frans  Hals.  Royal  Aca^ 
emy  of  Arts.  London  The  exhibit  feature  ^^^1^ 
works  of  the  great  Dutch  artist  from  16IIt[ii|] 
through  the  1660s  Contact  r<oyai  Academ 
of  Arts.  Piccadilly.  London  MIVODS.  En 
land.  01-439-7438 

Ian    20-Mar  11    British  Art  Sho 
McLellan  Galleries.  Glasgow  The  works 
40  British  artists,  all  under  35  yearsold.  wi 
be  displayed  Contact  British  Touri 
Authority.  40  West  57th  St  .  New  York.  N 
10019-4001.  212-581-4700 


FAIRS/SHOWS 

Nov  21-26  City  of  London  Antique 
Fair.  Barbican  Exhibition  Hall,  Londor 
Mostly  pre-1860  antiques  are  displayed  a 
more  than  130  stands  Contact  Raymon 
Gubbay,  Exhibitions  Ltd  ,  176A  High  St 
Barnet,  Hertfordshire  EN5  5SZ,  Englan 
01-441-8940 

Feb  8-11  Crufts  Dog  Show,  Earls  Cou 
Exhibition  Centre,  London  More  than  I 
canine  breeds  compete  in  this  cha 
pionship  show  Contact  Crufts  Dog  She 
Ofhce,  The  Kennel  Club,  01-5  Clarges  & 
London  WIY  SAB,  England,  01-493-6651 

Mar  13-24  Chelsea  Antiques  Fai 
Chelsea  Old  Town  Hall,  London  This  biar 
nual  fair  offers  a  wide  range  of  pre-18- 
antiques.  Contact  British  Tourist  Authorit 


FESTIVALS 
Nov  10-26  33rd  London  Film  Festiva 

London  Various  theaters,  including  tfi 
National  Film  Theatre,  will  show  a  broa 
selection  of  hims  Contact  National  Fill 
Theatre,  South  Bank,  London  SEl  SXf 
England,  01-928-3232 
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OurHotds  MakeBusiness 
[ravel  Peel  like  AX^cation, 
*  eWhat  Our  Resorts 
kcationBeelUke. 


naginev> 


it  Four  Seasons  we  re  aware  that 
you  re  away  on  business  your 
an  be  even  more  pressure- 
d  than  those  spent  at  the  office. 
Vhich  is  why  we  want  to  make 
;tay  so  pleasurable,  you'll  look 
rd  to  your  next  business  trip. 
)uperD  restaurants,  overnight 
ng,  complimentary  shoe  shine, 
daily  maid  sen/ice,  and  24-hour 
seivice  can  bring  calm  to  the 
turbulent  day 

)f  course,  attention  to  detail 


and  unsurpassed  service  are  the 
cornerstones  of  our  hotek,  but  they're 
also  the  foundation  of  our  resorts. 

And  thats  just  the  beguining. 

Each  and  every  one  of  our 
resort  locations  have  been  carefully 
selected  for  their  en\aronmental 
beaut}'  and  peaceful  serenity 

Yet  all  Four  Seasons  Resorts  offer 
a  wide  vanet}'of  recreational  activities 
for  you  to  enjoy  at  your  leisure. 

Needless  to  say  at  our  resorts 
you'll  be  pampered  by  all  the  attention 


you've  become  accustomed  to  receiv- 
ing at  our  hotels. 

But  that  shouldn't  be  surprising. 
After  all,  if  both  our  hotels  and  resorts 
share  the  name  Four  Seasons,  tlien 
they  obviously  share  something  else. 

Unparalleled  senace. 


Four  Seasons 

THE  GRAND  HOTELS  AND  RESORTS  OF  OUR  TIME, 


ED  STATES:  Ausnn.  Boston.  Chicago ( The  Ritz-Carlton).  Chicago  (opens  1980).  Houston  (Ccntn-j.  Ho/iston(Innon  the  Park).  Los  Angeles,  Neiv  York  (The  Pierre). 
Beach  California.  Philadelphia.  San  Francisco.  Seattle.  Washington  D  .C .  CANADA:  Montreal  ( LeQuatre  Saisons).  Ottaua.  Toronto  (Yorkville) .  Toronto  ( Inn  on  the 
Vancouver.  UNITED  KINGDOM:  London  ( hm  on  the  Park).  JAPAN:  Tokyo  ( opens  1991 1.  RESORTS:  Dallas  ( Las  Col  mas ) .  Mai/i  ( VC'ailea .  opens  1 989 ) .  Santa 
(The  Biltmore).  Canada  ( Minaki  Lodge.  Northern  (jntario).  For  resenations  ni  the  U.S.  call  (800)  332-3442;  in  Canada.  (800)  268-6282;  or  your  travel  agent. 


SPECIAL  ADVERTISING  section 


Nov  1 5- Dec  2  Cardiff  Festival  of 
Music.  Carditf,  South  Glamorgan.  Wales 
OrchcstrdI,  choral,  chamber,  and  sym- 
phonic works  will  be  performed  by  the  City 
of  Birmingham  Symphony  Orchestra. 
London  Symphony  Orchestra,  Budapest 
Symphony  Orchestra,  BBC  Welsh  Sym- 
phony Orchestra,  and  the  City  of  London 
Sinfoma  Contact  Cardiff  Festival  Office, 
Barclays  Bank  Chambers,  47c  Cardiff  Rd  , 
Llanduff,  Cardiff,  Wales,  0222-56^012 

Feb  3-24  jorvik  Viking  Festival  York 
North  Yorkshire  The  Vikings  are  back  to 
reconquer  Britain  with  a  series  of  indoor 
and  outdoor  events,  including  torchlight 
processions,  hreworks.  longboat  races,  and 
concerts  Contact  lorvik  Viking  Festival, 
37  Mickelgate,  York  YOl  I5H,  England, 
0904-611944 

Apr  11-lX  Harrogate  International 
Youth  Music  Festival,  Harrogate.  Yorkshire 
More  than  1.000  young  musicians,  singers, 
and  dancers  from  all  over  the  world  will 
participate  Contact  Concertworld  (UKl, 
Ltd  ,  6  Belmont  Hill,  London  SEI3  5BD, 
England.  01-852-2035 

SPORTS 

Dec  6-10  Nabisco  Masters  Tennis 
Double  Championships  Royal  Albert 
Hall.  London  The  top  international  tennis 
players  compete  in  the  hnal  doubles-cir- 
cuit event  of  the  year  Contact  Carolyn 
McGivern.  World  Championship  Tennis, 
26  Warwick  Rd  .  London  SW5  9UF  England, 
01-373-3216 

Apr  5  7  Seagram  Grand  National 
Meeting  Horse  Race,  Aintree  Racecourse, 
Aintree.  Liverpool,  ivlerseyside  The  Grand 
National  is  one  of  Britain's  top  steeple- 
chase runs  and  covers  four  miles  of  track 
Contact  Racecourse  Manager,  Aintree 
Racecourse,  Aintree,  Liverpool  L9  5AS, 
England,  051-523-2600 

OTHER 

Nov  1 1  Lord  Mayor's  Procession  and 
Show,  London  It's  a  big  day  for  the  Lord 
Mayor  of  London,  whose  inauguration 
begins  with  an  impressive  parade  from  the 
Guildhall  to  the  Royal  Courts  of  justice 
Contact  Public  Relations  Ofhce.  Guildhall, 
Box  270,  London  EC2P  2EI,  England, 
01-606-3030 
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EXHiBITS 

Nov  1-30  Mind  ,^nd  Body.  National 
jhaeological  Museum,  Athens  An  exhibit 
-Using  on  the  Olympic  spirit  and  the  bal- 
between  development  of  the  mind 
L'ody  that  the  spirit  symbolizes  Con- 
National  Archaeological  Museum. 
s',;ts,iS  St  .  Athens:  I -821-771 

1  30  Artof  the  Olympics,  National 


^FREQUENT:^ 
=TRAVELER= 


Art  Gallery  Athens  The  show  details  the 
revival  of  the  games  in  1896  and  the  revival's 
upcoming  centennial  Contact  National 
Art  Gallery,  46  Vass  Sophias  Ave.,  Athens, 
1-721-1010 

FAIRS/SHOWS 
Nov  16-20  Philoxenia,  Thessaloniki 
Piuloxcnia  means  hospitality,  and  that's 
what  this  fair/ festival  in  Greece's  second 
largest  city  is  all  about  There'll  be  exhibits, 
concerts,  and  folk  dancing  Contact  Greek 
National  Tourist  Organization,  645  Fifth 
Ave  ,  New  York,  NY  10022,  212-421-5777 


IRELAND 


HIGHLIGHTS 
Ian  l-Dec  31  Ennis  750,  County  Clare 
Ennis,  the  county  seat  of  Clare,  celebrates 
750  years  of  history,  commerce,  and 
religion  throughout  the  county  Contact  Irish 
Tourist  Board,  757  Third  Ave  ,  New  York,  NY 
10017,  212-418-0800 

CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS) 

Now  through  Nov  12  Wexford  Festival 

Opera,  Theatre  Royal,  Wexford  The  pro- 
gram includes  Mozart's  Mitndale.  re  di  Pimto. 
Prokofiev's  Jhc  Dufcma,  and  Heinrich  Mar- 
schner's  Der  Jempier  und  die  ]udin  Contact 
Theatre  Royal,  High  St  ,  Wexford, 
053-22144-22240 

Nov  14-25  Hello,  Dolly!.  Gaiety  The- 
atre. Dublin  Contact  Catherine  Ryan, 
Booking  Secretary,  Rathmines  &  Rathgar 
Musical  Society,  67/69  Upr  Rathmines  Rd  , 
Dublin  6,  01-971-577 

SPORTS 

Nov  II  World  Cup  Soccer — Republic 
of  Ireland  vs.  Northern  Ireland  Lans 
downe  Road,  Dublin  Contact  Tony  O'Neill, 
FAl,  80-80  Merrion  Sq  ,  Dublin  2. 
01-614-181 


CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS) 

Dec  7-mid-lune   Opera  Season,  La 

Scala,  Milan  International  stars  perform 
some  of  the  world's  greatest  operas  and 
ballets  Contact  Teatro  alia  Scala,  Ufficio 
Biglietteria.  Via  Filodrammatici,  2-2012! 
Milan,  2-807-041 

December-lune:  Opera  Season,  Teatro 
Dell'Opera.  Rome  Contact  Teatro 
Dell'Opera,  Via  Firenze;  72-00184  Rome, 
06-463-641 


FAIRS/SHOWS 

Dec  1-4  lOth  Expo  Felina:  Intern 
tional  Cat  Show,  Fiera  di  Roma,  Ro 
One  of  the  best  of  its  kind,  and  cat  fancie 
are  sure  to  enjoy  it.  Contact  Ente  Auti 
nomo  Fiera  di  Roma;  Via  dell'Arcadi 
2-00147  Rome,  06-513-8141 

Apr  14-22  Grand  April  Fair  89  Fiera 
Milan.  Milan  This  is  a  top  internation 
trade  fair  Contact  Ente  Autonomo  Fiera  I 
Milano,  Largo  Domodossola  I;  201 
Milan,  33-1360-332221 

OTHER 

Feb  22-27  Carnival  Week,  Milan  T' 
pre-Lenten  celebration  includes  a  para 
with  floats  and  marchers  dressed  in  tra 
tional  folk  costumes,  along  with  other  fe 
tive  events  Contact  APT,  1  Via  Marco 
20123  Milan,  02-809-662 


LUX 


XEMBOURG 


CULTURAL  (THEATER,  OPERA, 

BALLET,  CONCERTS)  ! 

Nov  7-8  Antonio  Gades'  Spain  (a  bai 

let],  Municipal  Theater  Luxembourg  Coi 
tact  Municipal  Theater,  Rondpoint,  470-89 
Nov  15:  Hamlet,  Municipal  Theater.  Lu 
embourg  A  production  by  the  Haymarkift 
Theater  Company  Contact  Municip.i 
Theater 

Ian  4-7  My  Fair  Lady,  Municipal  ThJ 
ater,  Luxembourg  Performed  by  the  Sta 
Theatre  of  Mainz   Contact  Municip. 
Theater 

Ian  29-30  Bolshoi  Ballet,  Theatre  d(j  ' 

Capucins.  Luxembourg  Contact  Theat 
des  Capucins.  Rue  des  Capucins,  20645 


FAIRS/ SHOWS 
Apr  16  Emais'  Chen:  Traditional  Fe: 
tival  and  Market,  Marche-aux-Poissor 
Square,  Luxembourg  Whistling  ceram 
birds  called  "Peckvillercher"  and  otht 
lovely  earthenware  items  are  sold;  foi 
dancing  and  singing  are  also  part  of  t 
event.  Contact  Luxembourg  National  Tou 
ist  Office,  801  Second  Ave  ,  New  York,  N 
10017,  212-370-9850 
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CULTURAL  (THEATER,  OPERA, 
BALLET.  CONCERTS) 

Nov  5,  12,  and  26,  Dec  3  and  10  Phiiha 
monic  Orchestra  of  Monte  Carlo,  Ramie 
111  Auditorium,  Convention  Centre,  Mon 
Carlo  The  programs  include  works  b 
Richard  Strauss,  Haydn,  Mozart,  Mahl 
and  Beethoven  Contact  Centre  de  Congre 
Auditorium  de  Monte  Carlo,  Monte  Cark 
93-50-93-00 

Apr  1 3-May  6  Springtime  Art  Festiva 
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Going  for  the  green 
^  in  Hong  Kong. 

To  get  to  where  the  deals  are- 
swung  in  Hong  Kong,  take  the 
airhne  that  goes  there  more  often 
.  thm  any  other.  United. 

United  gives  you  the  best 
possible  shot,  with  more  nonstops 
from  the  U.S.  than  anyone.  Each 
-one  comes  with  lots  of  extras,  like 
gfenerous  Mileage  Plus  credits  in 
First  and  Business  Class.  And  our 
exclusive  Concierge  Service  for 
First  Class  passengers. 

Come  fly  the  friendly  skies. 


Tokyo  •  Osaka  •  Hong  Kong  •  Seoul  •  Taipei  •  Sydney  -  Melbourne  •  Beijing  •  Shanghai  •  Auckland  ■  Singapore  •  Manila  •  Bangkok 


SPECIAL  ADVERTISING  section 
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Monte  Ccirb  A  citywide  celebration  of 
opera,  ballet,  and  classical  music,  featuring 
Monacan  and  international  stars  Contact 
.'\trium  de  Casino.  Place  du  Casino,  Monte 
Carlo,  'ri-50-76-54 

FESTIVALS 
Feb  1-4  International  Circus  Festival, 

Fontvielle  Circuses  from  all  over  the  world 
compete  under  tfie  big  top  for  the  coveted 
Golden  Clown  award  More  than  4,000  cir- 
cus fans  from  13  countries  are  expected  to 
attend  Contact  Monaco  Government  Tour- 
ist and  Convention  Bureau,  84'?  Third  Ave  , 
New  York.  NY  10022,  212-759-5227 

SPORTS 

Ian  19-26  58th  Annual  Automobile 
Rally,  Monte  Carlo  The  worlds  finest 
drivers  compete  in  this  ma|or  racing  event 
that  dates  back  to  1911  and  is  run  through 
the  city  streets  Contact  Monaco  Govern- 
ment Tourist  and  Convention  Bureau 


THE  NETHERLANDS 


HIGHLIGHTS 

Ian  1-Dec  'i\  Rotterdam — 650  Years. 

Rotterdam  A  wide  variety  of  events  is 
planned  for  this  yearlong  celebration 
Contact  Netherlands  Board  of  Tourism. 
355  Lexington  Ave,  New  York,  NY  10017, 
212-370-7367 

Ian  1-Dec  31  Van  Gogh  1990  Special 
exhibits  throughout  the  country  will  com- 
memorate the  death  of  van  Gogh  100  years 
ago  Contact  Netherlands  Board  of  Tourism 

EXHIBITS 
Nov  1-Feb  28  Emile  Bernard,  Vincent 
van  Gogh  Museum,  Amsterdam  A  retro- 
spective of  this  French  artist,  who  contrib- 
uted to  the  development  of  cloisonnism 
Contact  Netherlands  Board  of  Tourism 

FESTIVALS 
Ian  25-Feb  4  International  Film  Fes- 
tival. Rotterdam  f^remieres,  showings,  and 
ludgingsof  nonprofit  hims  from  around  the 
world  at  various  sites  throughout  the  city 
Contact  Netherlands  Board  of  Tourism 

SPORTS 

Feb   26-Mdr  4   ABN  World  Tennis 

Championship.  Afujy  Hall,  R(.>tterdam 
International  pros  from  both  the  men's  and 
v^omefi  s  circuits  will  compete  Contact 
Netfioriands  Board  oi  Tourism 


CULTURAL  (TH  EATER,  OPERA. 
BALLET,  ONCERTS) 
March-lulv  Conce  rt,  Ballet,  and  Opera 

Season.  San  Luis   .lunicipal  Theatre, 


^FREQUENX:^ 
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Lisbon  A  wide  range  of  musical,  dance, 
and  opera  offerings  Contact  Portuguese 
National  Tourist  Office.  590  Fifth  Ave  ,  New 
York.  NY  10036-4704.  212-354-4403 

FAIRS/SHOWS 
Nov  4-12  National  Horse  Show/ 
St.  Martin's  Fair,  Golega  An  agricultural 
fair  With  horses  for  sale,  dressage  perform- 
ances, and  an  equestrian  parade  Contact 
Portuguese  National  Tourist  Ofhce 

OTHER 

Dec  31  St.  Sylvester's  Eve,  Funchal. 
Madeira  This  New  Year's  Eve  celebration 
includes  a  spectacular  fireworks  display 
over  the  bay  Contact  Portuguese  National 
Tourist  Office 

Feb  25-28  Carnival,  Lisbon,  Nazare, 
Ovar  Louie,  and  Funchal  (Madeira!  The 
Portuguese  Mardi  Gras  celebrations  fea- 
ture a  wide  range  of  festivities  Contact 
Portuguese  National  Tourist  Office 


swn 


CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS) 
Nov  9-Feb  24  Opera,  Concerts,  and 
Ballet,  Opernhaus.  Zurich  Offerings 
include  La  Bolifmcand  Lum  d\  Lammermoor 
Contact  Opernhaus  Zurich,  Falkenstrasse 
1,  CH-8008  Zurich.  1-251-6922 

EXHIBITS 

Now  through  Dec  10  Paul  Cezanne: 
The  Bathers,  Kunstmuseum.  Basel  More 
than  150  paintings,  watercolors,  and  draw- 
ings from  public  and  private  collections 
worldwide  can  be  seen  in  this  exhibit, 
which  marks  the  150th  anniversary  of  the 
birth  of  Cezanne  Contact  Kunstmuseum 
Basel.  St  Alban-Graben  16,  CH-4010  Basel, 
061-220-828 

FAIRS/SHOWS 
Nov  27  Onion  Market,  Bern  A  great 
tradition  that  s  enioyed  by  all,  this  market 
has  been  held  on  the  fourth  Monday  in 
November  since  the  15th  century  Its  lo- 
cated in  the  upper  part  of  the  old  city 
between  the  railway  station  and  Bundes- 
platz,  in  the  square  facing  the  Parliament 
building  Contact  Swiss  National  Tourist 
Office,  The  Swiss  Center,  608  Fifth  Ave  , 
New  York.  NY  10020,  212-757-5944 

SPORTS 

Dec  26  Ski  Nordic  —  International 
Christmas  Ski  lumping  Competition 

St  Moritz  Come  watch  this  exciting  two- 
part  European  Cup  event  Contact  Swiss 
National  Tourist  Office 


EASTERN  EUROPE 


EltflTiARI 


] 


CULTURAL  (  THEATER,  OPERA, 
BALLET,  CONCERTS) 
Nov  22-24   Rousse  '89  jazz  Forunja 

Rousse  Famous  lazz  soloists  and  ensenrw 
bles  will  perform  in  concerts  and  |am  se?,'!^ 
sions  at  various  sites  Contact  Balka 
Holidays/USA  Ltd  ;  161  East  86th  St  :  Ne 
York,  NY  10028.  212-722-1110 

Dec  27-lan  4  New  Year's  Music  Fe;.i 
tlval.  National  Palace  of  Culture.  Sofi 
Renowned  musicians,  orchestras,  an 
singers  from  several  European  countri 
will  appear  with  Bulgarian  artists  Amor 
the  symphonic  and  operatic  offerings  a: 
works  by  Strauss  and  Offenbach  Conta' 
Balkan  Holidays/USA  Ltd, 


CULTURAL  (THEATER,  OPERA. 
BALLET,  CONCERTS) 

Now  through  lune  23  Opera  Seaso^ 

Opera  House.  Budapest  A  different  pn.l 
gram  is  featured  each  evening  Included  a  j 
such  favorites  as  losca.  OleWo.  Carmen,  arl 
Vausi  Contact  Ibusz.  Hungarian  Travj| 
Company.  One  Parker  Plaza.  Ste  1 104,  Fo' 
Lee,  N|  07024,  201-592-8585 

Mar  16-25  Spring  Festival.  Budapej 
This  visual  and  performing  arts  celebratic 
features  more  than  1,000  events,  takir 
place  at  numerous  sites  throughout  t\ 
city  On  the  bill  classical  and  light-mus 
concerts,  opera,  folk  dancing,  and  singin 
Contact  Budapest  Spring  Festival  Tick' 
Office,  Bp  V  Vorosmarty,  ter  1  Budapej 
175-067 


CULTURAL  (THEATER,  OPERA, 
BALLET,  CONCERTS) 
Dec  1-4  16th  International  lazz  Piail 
Festival,  Kalisz  This  competition  is  opd 
to  the  public  Contact  Polish  National  Tot; 
ist  Ofhce  Information  Center,  333  Nor' 
Michigan  Ave  ,  Chicago,  IL  6060  ' 
312-236-9013  or  236-9123  i 

EXHIBITS 

Nov  1-30  Russian  Paintings  from  tl' I 
I9th  and  20th  Centuries  Nation  i 
Museum.  Warsaw  Contact  Polish  Nation  i 
Tourist  Ofhce  Information  Center 

Nov  11-18  Evennement  Szymano' 
ski — Second  International  Art  Biennii 
Warsaw  Contact  Polish  National  Touri: 
Office  Information  Center  \\ 
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swissdtelj^ 


If  you  demand 
more  than 

excellent  locatioiv 
sumptuous  rooms 

and  4-star  cujsjne, 
be  nur  guest. 


'       '  ■  '   '  '  '  't's  central  to 

  business,  culture  ani  n  New 

ml  .ago.  all  roads  lead  to  Swissotel. 

a  4-star  restaurant?  Though  it's  hard  to  believe,  there's  (v 
about  extensive  business  services.  illy  spacious  rooms,  l 

At  each  of  our  hotels,  all  these  are  givens.  •  So    ..  ..       .  . 

offer?  •  Actually.    '   '  '  c"\e  chosen  to  mei  '     '  ist  is  what  we 
value  foremost.  And  ihat  s  service.  •  aff  members 

attentive  and  warm.  \ct  unusually  efficient.  They've  been  trained,  alu. 
in  the  Swiss    jifC^^       hotelier  tr  ■  i -  ti  has  been  setting  the 


York.  Boston 


.  at 


vissotel 


room  service? 


possibly 


fayette  Hotel, 


standard  in 


The  Drake  Hotel, 
New  York 


i  cds  of  vears. 


Bui 


ivice 


can  t  be  properly  desci    .     x  must  be  experienced. 

•  For  reservations  at  anv  Swissotel.  call  1-800-63-SWISS. 


-Zurich  •  Geneva  •  Berne  •  Basel  •  Lausanne  •  Montreux  •  Amsterdam  •  Brussels  •  Dusseldorf- 
Istanbul  •  New  York  •  Boston  •  Chicago  •  Atlanta  •  Toronto  •  Beijing  •  Seoul 


SPECIAL  ADVERTISING  section 


^FRe:quent^ 

=TRAVELER= 


DAY  TRIPPER 


RECUPERATING  IN  THE  EUROPEAN  COUNTRYSIDE 


Wil/i  lis  ()«('/('(/  houses  (uui  (aiuiis.  Bn((^t's  is  a  mcdu  viil  luiislcrpiece. 


Doing  business  in  <_i  foreign  city  can  be 
both  exhilarating  and  exhausting 
Along  with  nornnal  workday  pressures  are 
such  myriad  concerns  as  operating  in  a 
new  office,  adjusting  to  different  business 
practices  and  schedules,  and  very  often, 
trying  to  comnnunicate  in  another  Kui 
guage  It  s  no  w(jnder,  then,  that  come  the 
weekend,  most  temporarily  expatriated 
••xecutives  are  ready  for  a  change  of  scen- 
eiv  A  (Jay  in  the  country  is  the  best  anti- 
d;  tc  the  foreign  corporate  lungle, 
and  v/i'li  this  in  mind  we've  designed  six 
sens,:!ii ;;i,ii  day  trips  —  each  near  a  ma|or 
h  ;ip  >!ie,!ii  v  :ly — that  provide  business  trav- 
elers v;ith  rc'ijxing  diversions  and  extraor- 
d;i",.j'-y  rr;  ^j!v 
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As  the  headquarters  of  NATO,  the  Com- 
mon Market,  the  Benelux  Union,  and  the 
European  Atomic  Energy  Commission  — 
not  to  mention  that  its  the  capital  of 
Belgium  —  Brussels  is  a  fast-paced,  mod- 
ern city  On  a  Saturday  or  Sunday  when 
you're  in  desperate  need  of  escaping  from 
labbering  diplomats  and  a  sea  of  sky- 
•  crapers.  we  recommend  a  jaunt  to  Bruges 
Ye-  Bruges  is  another  city  but  not  one  of 
thi  -  century  Often  referred  to  as  the  City  of 
Bri(l;',es,  It  defies  comparison  It's  a  medi- 
eval nasterpiece  of  gabled  houses  perched 
over  obbled  streets,  800-year-old  spires 
lining  peaceful  squares,  and  footbridges 


arching  over  canals 

Bruges  lies  northwest  of  Brussels  alori 
a  route  that  takes  one  first  through  va 
forests  and,  later,  the  poppy-covered  fieic 
of  Flanders  The  city  was  one  of  the  mo' 
important  medieval  and  Renaissance  a 
centers  in  Europe,  and  it  has  survived  hur 
dreds  of  years  and  two  World  Wars  wi1[ 
much  of  its  architecture  and  atmosphe 
intact 

Bruges  is  best  visited  on  foot  The  stree 
are  narrow  and  twisting,  and  some,  iil} 
Stoofstraat,  are  only  three  or  four  feet  widi 
No  skyscraper  or  high  rise  blots  the 
and  for  seven  centuries  the  highest  poif: 
has  been  the  365-foot  spire  of  the  church  i 
Notre  Dame  A  walk  or  boat  trip  along  tf 


Until  Nov^There 

Were  Good  Reasons 
To  CallThem 
'Briefcases. 


Because  most  briefcases 
that  look  and  work  great  at  first, 
stay  that  way  for  just  a  ''brief 
amount  of  time. 

And  cases  that  were  sturdy 
and  tough  weren't  exactly  great 
looking.  Until  now. 

Introducing  the  Samsonite^ 
Classic.  Proof  that  a  briefcase 
can  be  both  durable  and  attract- 
ive. And,  briefly  here  are  some 
reasons  why. 

Our  cover  and  detailing. 
A  briefcase  shouldn't  have  to 
look  like  a  tool  box  just  to 
stand  up  to  wear  and  tear.  So 
we  took  a  beautifully  crafted 
covering,  and  wrapped  it 
ai^ound  our  iron-tough  case. 
And  areas  that  get  knocked 
around  the  most,  like  the 
comers  and  edges,  are  made 

from  a  sturdy  yet  stylish  material  that  won't  become  frayed. 
The  result  is  a  briefcase  you'll  be  proud  to  cany  that  can  take 

  a  beating  for  a  long,  long  time. 

Recessed  latches.  Watching 
,^^^^^^^C^^:s>~-/^ the  contents  of  your  briefcase 
/'a  ^  "'7^^^^^^^^^=^:^;^^^  fall  down  an  escalator  isn't 

'  cxactly  a  great  way  to  start  a 

r/tT '"'  'y  '  ■  i         That's  why  our  latches 

'*  M  T*^'  '^''ty^A  '■  ^-..K  a^e  recessed,  making  it  hard 
l^  '-r  l  '>-v  v'"^4.>4  '  for  the  case  to  pop  open  or 
I4.*r^'v.j  -  .     'y  A  \  I  have  the  latches  knocked  off. 
You'll  also  have  a  special  locking  system.  And,  our  exclu- 
sive patented  right-side-up  feature  keeps  you  from  opening 
your  case  upside  down. 


1988,  SamboniteCoriJiiratlun 

Our  full-length  h  inge. 
While  most  briefcases  have 
two  small  hinges,  we  gave 
our  case  a  single  long  one  to 
make  it  sturdier.  The  hinge 
runs  the  full  length  of  the 
case  and  is  designed  to  stand 
up  to  abuse— even  if  you 
overstuff  the  case. 

Take  a  look  at  the  Classic' and  other  Samsonite  brief- 
cases at  your  nearest  luggage  dealer  We're  convinced 
that  after  a  "brief"  inspection,  you'll  agree  that  sturdiness 
and  style  can  be  easily  combined. 


Samsonite' 


Our  Strengths  Are  Legendary. ' 


SPECIAL  ADVERTISING  SECTION 


canals  that  weave  through  the  city  is  a 
superb  way  to  sightsee 

There's  more  than  enough  to  keep  a  vis- 
itor occupied  for  an  afternoon  Notre  Danne 
was  built  between  the  13th  and  15th  cen- 
turies and  is  hiled  with  magnificent  works 
of  art  Chief  among  them  is  Michelangelo's 
marble  Madonna  and  Child  There  are  also 
paintings  by  such  Flemish  masters  as 
Gerard  David,  Adriaan  Isenbrant,  Pieter 
Pourbus,  and  Anthony  Van  Dyck,  and  the 
stunning  mausoleum  of  Mary  of  Burgundy 
and  Charles  the  Bold  The  cathedral  of  St 
Salvator  begun  more  than  a  thousand 
years  ago,  also  provides  a  lesson  in  north- 
ern Renaissance  art  It's  hung  with  Gobelin 
tapestries,  and  the  cathedral  museum 
houses  works  by  Dirk  Bouts  and  Hugo  van 
der  Goes 

The  churches  of  Bruges  are  as  rich  in 
history  and  legend  as  they  are  in  art  An 
example  is  the  Basilica  of  the  Holy  Blood 
About  AD  1150.  Thierry  d'Alsace,  count  of 
Flanders,  returned  home  from  the  Second 
Crusade  According  to  tradition,  he 
brought  back  some  drops  of  Christ's  blood, 
which  were  collected  on  Golgotha  by 
joseph  of  Arimathea  and  given  to  Thierry 
by  the  king  of  lerusaiem  The  relic  has  al- 
ways been  kept  in  the  basilica 

Two  noteworthy  local  museums  are  the 
Groeninge  —  which  boasts  an  incompara- 
ble collection  of  Flemish  works  by  the  likes 
of  Ian  van  Eyck,  Hieronymus  Bosch,  Rogier 
van  der  Weyden,  and  Pieter  Brueghel  the 
Younger — and  the  Memling.  housed  in  the 
former  St  lohn  Hospital  and  contain- 


^FREQUENT- 
=TRAVELER= 

ing  some  of  Hans  Memling's  greatest 
paintings 

The  Princely  Beguinage,  one  of  the  con- 
vents of  the  peasant  Beguines,  shouldn't 
be  missed  Founded  in  1245,  the  convent 
sits  in  a  beautifully  landscaped  setting, 
and  is  now  occupied  by  Benedictine  nuns 
who  still  dress  in  the  15th-century  style  of 
their  predecessors  Visitors  reach  the  Be- 
guinage by  crossing  the  Bridge  of  the  Vine, 
which  spans  the  Lake  of  Love  between  the 
cloister  and  the  main  city  The  lake  was  the 
port  of  Bruges  during  the  Middle  Ages, 
when  the  city  was  linked  to  the  North  Sea 
by  an  estuary 

The  place  to  eat  in  Bruges  is  the  Due 
de  Bourgogne  ( Huidevettersplein  12, 
050-332-038),  a  small  hotel  that  boasts  the 
best  restaurant  m  the  city  The  dining  room 
extends  over  a  canal  and  is  beautifully 
decorated  with  tapestries  and  statues  of 
saints  and  knights  Be  sure  to  order  the 
North  Sea  hsh,  and,  in  spring  or  early  sum- 
mer, asparagus 


FRANKFURT 


The  best  way  to  hightail  it  out  of  Frank- 
furt and  tour  the  surrounding  countryside 
IS  behind  the  wheel  of  a  sleek  German  car 
Auto  Exclusiv  (Frankfurter  Strasse  2, 
D-6056  Heusenstamm,  061-043-060  or 
061-043-017),  located  about  20  minutes 
from  the  Frankfurt  airport,  rents  top-of-the- 
line  Porsches,  BMWs,  and  Mercedes  So 


WcideWcri)  is  the  oldest  univri  ilii  n  hu'i  in  Germany 


with  the  pedal  to  the  metal  of  a  Porsch 
Carrera  or  a  750iL,  leave  business  behin 
and  cruise  around  in  consummate  comfor 

Instead  of  taking  the  well-traveled  Rhin 
River  route  to  Bonn  or  Cologne,  we  sugge; 
heading  southeast  out  of  Frankfurt  towar 
Heidelberg  The  trip  is  only  59  miles  on  th 
autobahn,  which  is  perfect  for  giving  th 
Porsche  a  workout  because  it  doesn't  off 
much  in  the  way  of  scenery  A  slower  bi 
more  beautiful  alternative  isthe  Main  Rivi 
valley  route  (about  107  miles),  whic 
passes  through  wonderful  old  towr 
with  half-timbered  houses,  histor 
churches  and  abbeys,  exquisite  castle 
and  wooded  hills 

Although  the  Mam  River  is  slated 
become  part  of  an  overall  Rhine-Danu 
international  waterway  system,  its  ban 
are  still  relatively  quiet  and  peaceful  Mo 
of  the  visitors  to  the  area  (or  areas,  kno 
as  the  Odenwald  and  Spessart)  are  usual 
vacationing  Germans  The  mam  tow 
along  this  route  include  Seligenstad 
Aschaffenbu rg,  Wertheim,  and,  finall 
Heidelberg  It's  possible  to  stop  along  tf 
way — to  wander  through  one  of  the  towr 
or  eat  a  terrific  lunch — or  just  dri\ 
straight  through  and  save  all  the  sightse 
ing  time  for  Heidelberg  itself  If  you  opt  fi 
wanderings,  here's  where  to  pull  over  ar 
take  in  the  sights 

Seligenstadt  s  former  Benedictine  abbs 
was  founded  in  a  d  825  by  Einhard,  bio, 
rapher  of  Charlemagne  But  the  town 
much  older  and  was  originally  the  site  of 
fortified  Roman  castle  lust  walking  alor 
the  streets  provides  insight  into  the  vai 
ous  architectural  styles  and  periods  of  Ge 
man  history  Also  worth  visiting  a  I. 
the  ruins  of  the  Kaiserpfalz,  or  Palatiur 
a  hunting  lodge  built  about  1235  f(  pSOI 
Frederick  II,  Holy  Roman  emperor  a  fa 
cinating  figure  who  was  excommunicate 
three  times 

Aschaffenburg  has  lovely  parks  and 
large  Renaissance  castle.  St  lohannisbur 
which  was  constructed  in  the  early  17' 
century  for  the  bishops  of  Mainz  Nearl 
is  the  Pompeianum.  a  reproduction 
the  Castor  and  Pollux  house  at  Pomp( 
that  was  built  for  Ludwig  1  of  Bavaria  T\ 
Stiftskirche  is  a  10th-century  church  th 
houses  an  outstanding  collection  of  eccl 
siastical  art  Included  are  a  Griinewa 
altarpiece  and  a  Resurrection  scene  fro 
about  1520  by  Lucas  Cranach  the  Elder 

Miltenberg's  principal  attraction  is  ti 
Marktplatz  (marketplace),  a  small,  tria 
gular  area  that's  surrounded  by  half-tir 
bered  houses  The  Hauptstrasse.  the  towr  M'j^^ 
main  street  that  runs  into  the  Marktplatz, 
also  lined  with  interesting  homes 

Although  Wertheim  boasts  its  ow 
Marktplatz  and  an  impressive  cast 
built  of  red  sandstone,  its  raison  d'et 
for  our  purposes  is  Schweizer  Stub* 
(Geiselbrunnweg  II,  4351  or  3070),  oi 
of  Germany's  superlative  restaurants  Th 
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Honolulu  is  closer  than  ever 
^  for  frequent  flyers.  * 


America  West's  frequent  flyer  program,  FlightFund^''  is  now 
tter  than  ever.  As  a  member,  you  can  earn  free  trips  to  the 
Drld's  most  exciting  cities,  surprisingly  fast 

After  only  30,000  miles  you  could  be  on  your  way  to  the  sun, 
rf  and  balmy  breezes  of  Honolulu  on  America  West's  luxurious 
7  Birds  of  Paradise.  Our  Hawaii  service  starts  November  16. 

Or  you  can  experience  the  charm  of  Paris,  London,  Geneva, 
nsterdam,  Brussels  and  Frankfurt.*  If  you  prefer  the  exotic  East, 
ghtPund  Awards  can  get  you  to  bustling  Tokyo,  Hong  Kong  and 
igapore.**  Even  across  the  Atlantic  on  the  QE2.'  Naturally 
u  can  also  use  your  FlightFund  Awards  to  visit  any  of  the  more 
an  50  cities  we  serve  on  the  mainland  US.  and  in  Canada. 

Once  you  join  you'll  also  be  eligible  to  earn  Upgrade  Awards 
Bonus  Mileage  when  you  fly  First  Class,  Business  Class  or  Full- 
re  Coach.  And  even  your  shortest  flight  will  earn  you  at  least 
>0  RightFund  miles.  What's  more,  you  don't  have  to  write  us  to 
quest  your  awards.  Each  time  you  reach  the  20,000-mile  level, 
lur  award  certificates  will  be  sent  to  you  automatically 

To  join  America  West's  new  FlightFund  and  get  more  from 

^AmericaW^st.  FlightFund 

What  we  serve  is  you. 


your  travel  dollar,  just  fill  out  the  coupon.  And  see 
how  far  you  can  go  when  you  apply  yourself. 

"With  FlightFund  Award  Partner.  Air  France.  "With  FlightFund  Award  Partner, 
Singapore  Airlines.  tWith  FlightFund  Award  Partner.  Cunard  Cruise  Lines. 

I  

Join  America  West's  RightFund. 

Sign  and  complete  the  membership  application  below. 

NOTE:  If  you  will  be  traveling  within  the  next  six  |6)  weeks, 
pick  up  your  application  with  an  instant  account  number  at  the 
America  West  ticket  counter.  spf896 

□  Mr.    □  Mrs.    □  Ms. 
Name. 


First 


Middle  Initia 


Last 


Company  Name  

|if  company  address] 

Please  send  mail  to:  □  Home 

Address  


□  Business    I  Check  one  I 


City 


State 


Zip/Postal  Code 
Daytime  Phone , 


Country 


Area  Code  +  Number 


Signature  

Mail  to:  The  RightFund  Service  Center 

RQ  Box  93021,  Long  Beach,  CA  90809-3021 
FlightFund  program  may  change  without  notice  at  the  discretion  of 
I  America  West  Airlines. 


-J 


1989  America  West  Airlines 
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is  a  rare  opportunity  to  dine  on  exceptional 
German-Swiss-French  cuisine  in  comfort- 
able surroundings 

The  gently  sloping  countryside  around 
Michelstadt  is  the  land  of  Wagner  the  place 
where  all  the  mythical  action  of  his  great 
operas  was  set  It  s  here  that  the  Nibelungs, 
evil  guardians  of  a  magic  hoard  of  gold, 
supposedly  hunted,  and,  farther  south, 
where  the  heroic  Siegfried  went  on  the 
royal  hunt  during  which  Hagen  killed  him 
Michelstadt  itself  has  perhaps  the  most 
enchanting  marketplace  in  the  Odenwald 
— with  a  16th-century  fountain,  a  charming 
town  hall,  and  beautiful  homes 

Heidelberg  is  about  38  miles  beyond 
Michelstadt  A  small  city  that's  ideal  for 
walking  and  lingering,  it's  the  oldest  uni- 
versity center  in  Germany  and  home  to 
several  wonderful  sights:  a  castle,  whose 
i7th-century  gardens  have  a  wonderful 
view  of  the  city,  the  Students'  lail,  and  the 
Electoral  Palatinate  Museum,  housed  in  a 
stunning  baroque  palace 


This  pledsant  city  is  situated  at  the  west- 
ern edge  of  Lake  Geneva  (Lac  Leman), 
whose  southern  shore  is  in  France  while  its 
northern  shore  is  in  Switzerland  A  terrific 
day  trip  is  a  drive  along  the  northern  side  of 
the  45-mile-long  lake  to  Lausanne 

Located  about  halfway  toward  the  east- 
ern end  of  the  lake,  Lausanne  is  bordered 
on  the  east  and  west  by  vineyards,  in  the 
north  by  the  Swiss  Alps  and  the  lorat  forest, 
and  in  the  south,  across  the  magnificent 
expanse  of  blue,  by  the  Alps  of  Savoy 
whose  centerpiece  is  the  snowcapped  peak 
of  Mont  Blanc  The  town  itself  is  built  in 
tiers,  rising  steeply  from  the  edge  of  the 
lake  into  the  hills  Recent  excavations  of 
Neolithic  skeletons  have  dated  habita- 
tion of  the  area  back  to  the  Stone  Age,  and 
later  in  Roman  times,  the  settlement  of 
Lousonna  flourished  along  the  lake 

With  the  invasions  of  barbarians,  the 
center  of  life  moved  up  into  the  hills,  where 
ramparts  were  constructed  around  the  new 
city  A  beautiful  Gothic  cathedral  was  con- 
secrated in  1275  by  Pope  Gregory  X  and  the 
Emperor  Rudolf  of  Habsburg,  and  has 
served  as  the  focal  point  of  the  city  ever 
since  A  museum  containing  some  of  the 
cathedral's  treasures  is  in  the  splendid 
Ancien-Eveche  (the  former  bishop's  palace] 
next  door 

T-Trdced  cobblestoned  streets  lead  from 
the  cathedral  through  the  enchanting  old 
town  v:here  the  Ancienne  Academic,  the 
medieval  cradle  of  Lausanne's  university 
can  be  found.  Also  there  is  a  covered 
.-.ooden  stairway  dating  back  to  the  Middle 
r  'S  v(hjch  rises  to  the  Place  de  la  Palud, 
'  inated  by  the  imposing  17th-century 
1  I  de  Vilie.  or  town  hall 

'■>.inne  has  12  museums,  which  pre 
'  -vide  range  of  exhibits  Chief  among 
re  the  Cantonal  Museum  of  Fine 


^FREQUENT^ 
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Arts,  the  Town  of  Lausanne  Historical  Mu- 
seum, the  Collection  d'Art  Brut,  which  was 
bequeathed  to  Lausanne  by  the  French 
painter  lean  Dubuffet  and  displays  an  un- 
usual, fascinating  group  of  works  by  men- 
tally deranged  artists,  the  Elysee  Museum, 
the  only  institution  in  Switzerland  devoted 
entirely  to  photography,  and  the  newest 


cruise  on  the  lake  The  scenery  is  unfo 
gettable — vineyards,  chateaus,  old  town 
and  the  towering  mountains  as  a  backdro 
It's  easy  to  understand  why  the  19th-cei 
tury  romantics — including  lean-Iacqu 
Rousseau,  Lord  Byron,  Victor  Hug 
lohann  Wolfgang  von  Goethe,  and  Hono 
de  Balzac — were  attracted  to  this  area 
fact.  It's  possible  to  visit  by  boat  the  Cast 
of  Chillon  (celebrated  by  Byron  in  "Tl 
Prisoner  of  Chillon"  in  1816).  set  right 
the  lake 


The  Castle  of  Chilian,  set  on  Uike  Geneva,  was  immortalized  in  a  poem  bij  Lord  Hyron. 


museum,  the  Hermitage  Foundation, 
which  is  housed  in  a  19th-century  villa  and 
set  in  a  lovely  park  high  in  the  hills  The 
Hermitage  hosts  numerous  shows  that 
usually  focus  on  impressionism  and  later 
art  movements  Finally,  since  IQI"? 
Lausanne  has  been  the  headquarters  of 
the  International  Olympic  Committee,  and 
fittingly  the  town  has  an  Olympic  Museum 
(and  facilities  for  a  variety  of  sports) 

From  the  center  of  town,  take  a  funicular 
down  to  Ouchy  the  bustling  port  on  the 
shore  of  Lake  Geneva  Ouchy  which  has  a 
strikingly  Mediterranean  atmosphere,  is 
home  to  Lausanne's  two  largest  parks, 
Denantou  and  Bourget,  the  latter  a  bird 
sanctuary  The  port  also  has  two  marinas 
from  which  visitors  can  board  boats  for  a 


The  place  to  eat  is  Girardet  (1  R 

d'Yverdon,  Crissier,  34-15-]4  or  634-05( 
located  just  outside  Lausanne  in  Criss 
and  the  only  Michelin-three-star  rest; 
rant  in  Switzerland — many  call  it  the  b 
restaurant  in  Europe   The  father 
chef/owner  Alfred  "Fredy"  Girardet  or] 
ran  a  neighborhood  bistro  in  the  sa 
stolid  gingerbread  building  that  n 
houses  the  current  incarnation  At  anot 
time  the  building  was  also  the  town  fll 
and  post  office  of  Crissier  But  for  about 
past  20  years,  it  has  been  the  site  of  Free 
astonishing,  innovative  cooking  The  i 
taurant  is  perfect  for  a  leisurely  meal, 
be  sure  to  make  reservations  well  in 
vance — for  dinner  two  months  before, 
lunch,  several  weeks 
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Liikc  Como  IS  Ihc  sctlimj  jor  the  remarkable  restaurant  Locamia  liell  \scia  Ccmacina 


LONDON 


One  of  the  best  things  about  London  is 
leaving  it  Although  the  British  capital  is  a 
marvelous  city,  it  s  about  as  representative 
of  England  as  New  York  is  of  the  United 
States  So  a  day  spent  nneandering  through 
the  glorious  English  countryside  not  only 
provides  a  welcome  respite  from  the  pace 
of  urban  life  but  also  provides  the  chance 
to  see  a  bit  of  rural  England 

First  stop  on  a  route  north  should  be 
Althorp,  which  is  about  80  miles  from 
London  and  |ust  outside  Northampton — 
the  heart  of  British  hunt  country  This  mag- 
nificent residence  had  been  known  as  one 
of  England's  most  impressive  country 
houses  long  before  the  youngest  daughter 
of  the  present  owner,  the  eighth  Earl 
Spencer,  married  Prince  Charles  Althorp 
has  been  the  ancestral  seat  of  Princess 
Diana  s  family  since  1508,  and  almost  every 
generation  of  Spencers  has  added  to  its 
beauty 

Robert  Spencer  1 1641-1702|  bought  won- 
derful pictures  when  he  served  three  suc- 
cessive kings  in  Pans  and  Madrid,  and  the 
first  Earl  Spencer  commissioned  a  series 
of  portraits  from  his  friend  Sir  loshua 
Reynolds  The  house,  nii  early  Tudor  struc- 
ture remodeled  in  the  i7th  century  was 
altered  extensively  in  i7^;0  S^y  architect 
Henry  Holland,  at  the  beh»  st  ot  the  second 
Earl  Spencer  Holland  ri-'inished  the 
exterior  with  a  grayish-wh)ie  file  and 
added  such  classical  touch.  ^  .is  Ionic 
decorations  throughout  the  inr^  . ".r 

Because  this  is  still  a  private  1  ne,  vis- 
itors are  guided  around  in  smai.  oups 

'f^hlights  of  the  tour  include  the  ch:na 
lection,  which  has  such  rare  French  -.'nd 
■  sh  porcelain  as  the  Harlequin  servK 
•ovres  featuring  a  different  design  on 
'■^te.  the  family  drawing  room,  con- 


taining 10,000  books,  and  King  William's 
room,  where  William  of  Orange  slept  in 
1695  Members  of  the  present  royal  family 
use  the  room  when  they  stay  at  Althorp 
— including  the  bed  in  which  William 
slept 

The  dining  room,  dating  from  1877,  seats 
22  The  dining  chairs  are  from  a  set  of 
"34  matching  mahogany  chairs  made  by 
George  Seddon  in  1800,  and  the  room's 
walls  are  covered  in  crimson  damask  that 
came  from  a  Venetian  palace  Interestingly 
the  window  shutters  display  an  early  bur- 
glar alarm — real  bells 

The  piece  de  resistance  of  Althorp  is  the 
superb  art  collection — one  of  the  finest 
private  collections  in  Europe  In  addition 
to  Reynolds,  there  are  works  by  Gains- 
borough, Rubens,  Sargent,  Lotto,  Leiy  and 
Van  Dyck  The  climax  of  the  tour  is  the 
ll^-foot-long  picture  gallery  dominated  by 
Van  Dyck's  War  and  Peace,  a  double  portrait 
of  the  earl  of  Bristol  (as  War|  and  the  earl  of 
Bedford  las  Peace)  Nearby  is  Kneller's  por- 
trait of  Sarah,  duchess  of  Marlborough, 
she's  shown  holding  a  lock  of  her  auburn 
hair  cut  off  after  a  quarrel  with  her  hus- 


f 
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band  There's  also  a  portrait  of  Chariot 
Seymour,  Princess  Diana's  great-grea 
grandmother  who  married  the  fiftfi  Ea 
Spencer  in  1858  Many  believe  Diana  bea 
an  uncanny  resemblance  to  Charlotte 

End  the  tour  with  a  visit  to  the  Georgi 
stable  block,  now  converted  into  a  wir' 
and  gift  shop  selling  antiques,  china,  ar^ 
lewelry  The  Spencers  often  drop  by  Mar 
of  the  wines  are  from  the  earl's  own  cell 
and  there's  an  interesting  selection 
expensive  port 

A  lovely  tearoom  is  also  on  the  premisj 
at  Althorp.  but  save  your  appetite  for 
incomparable  meal  at  nearby  Hamblet4 
Hall  iHambleton,  Oakham,  Leicestershilj 
LE15  8TH,  0572-756991)  A  superb  coun  ' 
house  hotel,  this  Victorian  manse  is  set 
a  peninsula  jutting  into  Rutland  Wat 
There  are  wonderful  views  of  the  lake  a 
surrounding  countryside  from  the  hote^ 
restaurant,  one  of  only  a  dozen  outsi 
London  to  have  earned  a  Michelin  s 
Chef  Brian  Baker,  who  was  trained 
Hambleton,  has  now  taken  command 
the  kitchen  and  his  specialties  inclu 
such  dishes  as  a  little  pie  of  pigeon  a 
wild  mushrooms,  and  pot-roasted  squ 
with  garlic  cloves  and  red  cabbage  ^ 
may  also  get  to  sample  the  best  chocoi 
pudding  in  Britain 


MILAN 


As  the  business  and  financial  capital! 
Italy  Milan  is  a  vibrant  but  frenetic  c{ 
There  are  a  slew  of  nearby  destinatic 
where  harried  executives  can  spend  a  I 
restful  hours  enjoying  beautiful  art  aS 
architecture  But  instead,  consider  spei 
ing  an  entire  afternoon  indulging  ir  ^ 
special  dming  experience  amid  unpar 
leled  scenery 

About  an  hour's  drive  north  of  Milan  I 
Lake  Como,  an  elongated  body  of  wa 
that's  split  down  the  middle  by  a  pen 
sula  Steep  hills  drop  dramatically  to  t 
lakeshore  or  are  interrupted  in  their 
scent  by  elegant  villas  and  gardens  Eve  ' 
thing  is  alive  with  luxuriant  vegetation,  a 
behind  every  view  stand  the  toweri 
foothills  of  the  Alps  The  lake  and  its  t 
ports  are  rife  with  historv  and  legen 


/Kllhorp  has  been  the  ancestral  seal  oj  Princess  Diana  s  lainily  since  1508 


15,000  miles  from  now 
you  could  be 
flying  somewhere 


Receive  5,000  bonus  miles  just  for 
joining  and  trying  TWA's  Frequent 
Flight  Bonus  Program. 

And  since  it  only  takes  20,000 
miles  to  earn  a  free  roundtrip  ticket  to 
any  TWA  destination  in  the  continen- 
tal U.S.,  you'll  already  have  a  quarter 
of  the  miles  you  need. 

That's  one  reason  TWA's  is  consid 
ered  the  best  frequent  tlyer  program 
in  the  industry. There  are  others: 

Such  as  a  free  ticket  to  Europe, 
starting  at  only  35,000  miles. 

Such  as  unlimited,  free  upgrades 


to  Business  Class  on  TWA  flights  in 
the  U.S.  with  the  purchase  of  qualify- 
ing tickets.  You  can  receive  this  perk 
after  flying  just  5,000  miles  on  TWA 
within  a  12-month  period.  Upgrades 
to  First  Class  are  available  after 
30,000  miles. 

And  with  TWA,  your  mileage 
credits  never  expire. 

Fast  awards.  Free  upgrade  oppor- 
tunities. No  expiration.  Great  reasons 
to  call  1-800-221-2000  and  get  all  the 
details. 


Today's  TWA 


Find  out  how  good  we  really  are! 


which  reach  back  to  Roman  times  and 
inspired  such  i9th-century  romantics  as 
Liszt,  Stendah!,  and  Verdi 

Isola  Comacina  istheonly  island  in  Lake 
Como,  lying  a  quarter-mile  off  the  western 
shore,  opposite  the  mainland  villages  of 
Sala  Comacina  and  Campo  The  lushly 
overgrown  hump  of  land,  about  the  length 
of  two  football  fields,  is  home  to  a  remark- 
able restaurant.  Locanda  dell'  Isola 
Comacina  (034-455-083)  The  island  eatery 
can  be  reached  in  lUSt  five  minutes  from 
the  dock  at  Sala  Comacina  via  a  romantic 
lucia,  the  traditional  hoop-covered  boat 
that  is  to  Lake  Como  what  a  gondola  is 
to  Venice 

The  first  of  many  unusual  things  about 
Locanda  dell'  Isola  is  that  there's  no  menu 
The  hilltop  restaurant  has  served  virtually 
the  same  multicourse  meal  twice  a  day 
(from  March  through  October)  since  it 
opened  in  1^47  Be  prepared  for  a  nonstop 
series  of  courses  that  will  take  every  bit  of 
two  hours  to  consume 

The  feast  normally  begins  with  an  anti- 
pasto  that  is  an  epic  in  itself  There's 
crudely  cut  ham,  freshly  baked  bread,  and 
a  thick  tomato  chunk  topped  with  a  sliver 
of  lemon  and  covered  with  a  film  of  extra- 
virgin  olive  oil  and  oregano  Then  comes  a 
cold  salad  of  vinegared  rice,  translucent 
bresaoia  (air-dried  beef),  bowls  of  marinated 
vegetables  (the  carrots  are  sublime),  and 
wonderfully  sweet  roasted  onion  halves 
with  blackened  skins 

Next  is  the  hsh  course — trout  "smug- 
gler's style"  (grilled  and  seasoned  with 
coarse  salt,  fresh  lemon  luice,  ground  pep- 
per, and  the  ubiquitous  light  olive  oil)  This 
is  followed  by  a  roast  pressed  chicken,  fried 
in  olive  oil  and  accompanied  by  a  simple 
green  salad  (By  the  way  bottles  of  Soave 
and  mineral  waterarecontinually  replaced, 
as  are  the  loaves  of  crusty  bread  ) 

Cheese  (huge  wheels  of  parmesan).  des- 
sert (normally  ice  cream  doused  liberally 
with  liqueur),  and  brandy-laced  coffee 
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complete  the  generous  repast,  which  is 
served  outdoors  at  rough-hewn  wooden 
tables  surrounded  by  poplars,  olive  trees, 
and  a  rail  fence  The  entire  restaurant  has  a 
rustic  feel,  and  its  decor  is  best  described 
as  rural  alpine 

During  the  elaborate  coffee-brewing  cer- 
emony the  owner  tells  a  delightful  tale  of 
the  island's  "curse!'  which  was  cast  by  a 
little-known  poet  in  1127  That  year  Isola 
Comacina  allied  with  Milan  to  sack  the  city 
of  Como  (which  resulted  in  the  curse),  only 
to  suffer  a  fiery  retaliation  in  1169  Things 
have  been  touch  and  go  ever  since,  or  at 
least  until  a  local  chef  founded  Locanda 
dell  Isola  more  than  40  years  ago  Today 
the  island  belongs  to  Mjlan"s  Brera  Acad- 
emy which  has  turned  the  speck  of  land 
into  an  artists"  retreat  with  a  number  of 
little  villas  In  addition  to  these  and  the 
restaurant,  the  only  other  structures  on 
Isola  Comacina  are  the  ruins  of  nine 
small  churches 


PARIS 


Our  suggestion  for  a  break  from  Paris,  a 
)ourney  to  Barbizon  and  Fontainebleau.  ac- 
tually entails  some  homework  done  in  the 
city — at  the  Louvre  It  s  there  that  visitors 
can  see  numerous  works  by  painters  of  the 
Barbizon  school,  a  group  of  19th-century 
artists  who  broke  with  the  tradition  of  clas- 
sical landscape  painting  by  working  di- 
rectly from  nature  What  more  appropriate 
introduction  to  Barbizon  itself,  where  the 
landscapes  of  such  painters  as  Corot. 
Millet.  Daubigny  and  Theodore  Rousseau 
were  created"' 

Located  about  55  miles  south  of  Pans, 
Barbizon  was  a  minuscule  village  in  the 
1830s  when  artists  began  to  move  there 
from  the  capital  to  escape  the  derision 
of  the  Parisian  art  establishment  Today 
some  of  their  houses  remain  along  the 


Rue  Grande  Rousseau  s  home  is  now  the 
Musee  Municipale.  where  a  film  abou' 
his  art  is  shown.  Also  worth  visiting  an 
Millet"s  house — which  is  just  up  the  stree 
and  displays  his  engravings  and  draw 
ings — and  the  Ganne  Museum,  with  it; 
collection  of  furniture  embellished  witt 
pictures  done  by  the  artists  when  the^ 
were  destitute 

A  wonderful  place  to  stop  for  lunch  is  th( 
Hotellerie  du  Bas-Breau  (22  Rue  Grande 
160-664-005),  an  elegant  hotel  that  wa 
founded  in  1867  Soon  after  its  opening,  th- 
half-timbered  inn  was  frequented  by  th' 
likes  of  Napoleon  III  and  Robert  Louis  Ste 
venson.  as  well  as  a  plethora  of  painters 
Now  the  Fava  family  plays  host  to  well 
heeled  Parisians,  who  come  for  an  ovei 
night  stay  or  simply  to  enjoy  a  meal  in  th 
marvelous  restaurant  The  superiativ 
haute  cuisine  features  a  wide  selection  c 
game — for  example,  roast  Scotch  grous 
with  spinach  and  foie  gras — and  such  fis 
specialties  as  supreme  of  turbot  with  pin 
grapefruit  and  john  Dory  with  red  pepper; 

Barbizon  lies  just  at  the  edge  of  the  For 
tainebleau  forest,  where  Corot.  Millet,  an 
others  often  painted  The  40.000  acres  hav 
been  a  renowned  hunting  ground — not£ 
biy  for  the  kings  of  France — since  the  Mic 
die  Ages,  and  the  area  is  now  open  to  th 
public  Sandstone  crags,  dramatic  ravine: 
ponds,  a  profusion  of  greenery  and  varie 
wildlife  attract  picnickers,  rock  climber 
horseback  riders,  and  hikers  A  network  ( 
marked  walking  and  bridle  paths  make 
exploration  easy 

In  the  middle  of  all  this  lushness  is  th 
fabulous  Renaissance  palace  of  Fontain( 
bleau.  which  was  originally  a  royal  huntir 
lodge  During  the  early  16th  centur 
Francis  1  transformed  the  structure  from 
medieval  chateau  into  a  palace  equal  t 
Versailles  Later  rulers  made  further  alter 
tions  and  additions,  including  Napoleo 
who  lived  there  for  most  of  his  reign  Aft' 
he  abdicated  in  1814,  he  bid  farewell  to  h 
troops  in  the  Cour  du  Cheval  Blanc  (Whi 
Horse  Courtyard)  before  departir 
for  Elba  Since  then,  the  space  has  ah 
been  known  as  the  Cour  des  Adiei 
(Farewell  Courtyard) 

There  are  guided  tours  through  muc;!  j 
ot  the  interior  which  is  divided  into  a  seriii  | 
of  apartments  Highlights  include  Mari| 
Antoinettes  rooms,  especially  her  bedroo 
that's  hung  with  Lyons  tapestries,  the  ma 
nihcent  ballroom,  or  Henry  II  gallery  wi 
its  well-known  mythological  paintini 
by  the  Italian  mannerist  Primaticcio;  at 
the  apartments  of  the  queen  mothe 
(Catherine  de  Medicis.  Anne  of  Austri 
and  Maria  Theresa)  Regrettably  few  of  tl 
rooms  are  furnished  Not  to  be  missed  a 
the  exquisite  gardens  surrounding  the  p; 
ace.  complete  with  a  formal  English  pel 
and  a  vine  arbor  said  to  have  been  plant* 
with  vines  originally  sent  to  Francis  I  W 
Sultan  Suleyman  the  Magnificent  ] 


."iiimcrou^  i-iituh  nilcrs — including  Napoleon — lefl  their  marli  on  Fonlaincbleau 


Now;  if  you  want  long  distance  service 
without  the  worries,you  may  have  to  ask  for  it. 

A  cautionan'  note  to  people  who  use  public  phones: 

These  days,  some  public  phones  don't  automaticalK' 
connect  you  to  AT&T.  FortunateK;  it's  still  easy  to  make 
sure  you're  getting  the  qualit)' AT&T  service  \'ou've  always 
depended  on. 

If  there  are  no  AT&T  signs  on  or  near  the  phone 
you're  using,  listen  for  AT&T"  after  dialing.  If  you  don't 
hear  it,  you  might  not  have  reached  AT&T. 

In  that  case,  just  hang  up  and  dial  10  +  ATT +0  before 
dialing  the  area  code  and  number  Or,  if  you're  calling 
from  a  hotel,  just  ask  the  switchboard  operator  how  to 
best  reach  AT&T.  In  seconds,  you'll  be  connected  to  the 
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The  right  choice. 


fastest  and  most  reliable  long  distance  service  in  the  world. 
Then  you  can  proceed  with  confidence. 
For  more  information,  or  a  wallet-sized  card  with  simple 
dialing  instructions,  call  1 800  66I-O66I. 

AT&T 
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WHO*S  WHO  IN  THE 
EUROPEAN  SKIES 


THE  LATEST  FROM  THE  CONTINENT'S 
MAJOR  CARRIERS 


For  business  travelers  who  want  to  tack 
a  few  days  of  leisure  onto  a  European 
business  trip  —  or  who'd  like  to  bring  the 
family  along — booking  land  arrangements 
through  the  airline  with  whom  they're  fly- 
ing is  convenient  and  can  offer  substantial 
savings  (All  the  maior  European  airlines 
guarantee  their  tour  packages  in  dollars  so 
it  doesn't  matter  what  state  the  dollar  is  in 
at  travel  time  I 

The  airlines  act,  in  essence,  like  tour 
operators  They  arrange  all  transportation, 
accommodations,  meals,  and  sightseeing 
And  because  of  the  airlines'  bulk  buying 
power,  travelers  never  have  to  worry  about 
not  getting  a  hotel  room  or  an  affordable 
rental  car  at  a  popular  destination  during 
peak  season  There's  such  a  variety  of  fly/ 
drive  packages  offered  by  continental  car- 
riers that  most  executives  are  sure  to  find 
something  that  will  satisfy  their  needs  or 
keep  their  families  occupied  while  they're 
in  meetings 

Another  vacation  option  —  with  which 
many  people  aren't  as  familiar  —  is  the 
slightly  less  expensive  packages  available 
through  the  charter  companies  owned  by 
several  European  airlines  The  main  reason 
travelers  take  charter  flights  is  to  get  non- 
stop service  on  routes  where  ma|or  airlines 
don't  provide  such  service  The  shorter 
travel  time  and  reduced  hassle  of  charters 
will  always  attract  frequent  flyers 
Lufthansa,  for  example,  serves  its  custom- 
ers on  routes  it  doesn't  routinely  fly  with 
Condor,  which  is  known  as  Lufthansa's 
"other  airline"  Condor  provides  regularly 
scheduled  nonstop  charter  flights  out  of 
Fort  Lauderdale.  T'ampa,  Cleveland,  De- 
troit, Minneapolis,  and  Denver  to  Frankfurt 
Other  charter  affiliates  of  European  car- 
riers include  Air  Charter  (Air  France],  Balair 
(Swissair),  and  Caledonian  (British  Airways) 
Because  these  charter  -irms  don't  have 
huge  budgets  for  advernsing,  marketing, 
and  so  on,  they're  able  i(  offer  the  same 
quality  of  service  as  the  parent  airlines  but 
at  a  lower  cost  Some  charters  offer  hrst 
class  or  business  class  secti  which  are 
almost  always  the  least  exp'  nsive  way  to 
fly  comfortably  Typically  charters  offering 
first  class  and  business  class  provide  supe- 
rior seating  but  not  elaborate  meal  or  bev- 


erage service  For  many  travelers,  however 
extra-roomy  seating  is  the  main  reason  for 
upgrading  While  the  resultant  fare  may 
be  substantially  higher  than  an  economy 
class  charter  fare,  it  is  still  considerably 
lower  (generally  $50  to  $100)  than  the  busi- 
ness class  or  first  class  fare  on  a  major 
airline  Finally  bear  in  mind  that  if  you're 
traveling  with  children,  some  of  the  Euro- 
pean charter  companies  don't  offer  reduc- 
tions for  kids  like  the  parent  carriers  do 

Here's  a  roundup  of  the  best  offerings  of 
the  major  European  airlines  (and  their 
charter  divisions)  for  the  coming  season 
(All  prices  listed  are  for  double  occupancy ) 


Differences  between  charter  and  dis- 
count flights  on  airlines  are  not  always 
easy  to  discern  because  often  both  are  sold 
by  the  same  organizations  and  promoted 
in  the  same  ads  A  case  in  point  is  Air 
France,  whose  charter  subsidiary.  Air 


Charter,  is  so  reliable  and  so  extensi 
that  it's  often  considered  an  airline  in  i 
own  right  Seats  on  Air  Charter  are  so 
through  let  Vacations,  a  tour  operator  affi 
ated  with  Air  France 

In  the  past,  many  charter  flights  were 
bargain,  despite  low  prices  Traditional 
charters  were  inflexible,  seasonal,  and  u 
certain  If  enough  travelers  expressed  int 
est,  the  plane  took  off,  otherwise,  the  flig 
was  canceled  Air  Charter  however,  is  o" 
of  the  few  organizations  that's  led  the  pa 
in  terms  of  changing  the  "bad  boy  "  ima 
of  charter  companies  It  operates  on  a  fix 
schedule,  with  Air  France  planes  that  ha 
full  Air  France  amenities 

let  Vacations'  "Flexi-Plan  "  packagi  i 
feature  an  array  of  tours  throughout  t! 
countryside  and  cities  of  France  There  as 
five-night  stays  in  Paris,  six-night  packagi 
that  include  sightseeing  in  Paris  or  on  tt 
Riviera,  dine-a-rounds  that  include  sor» 
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COME  AWAY  AN  INSTANT  WINNER 
WHEN  YOU  STAY  AT  MARRIOTT 
OR  RENT  FROM  HERTZ 


AND  4,500,000  OTHER  TRAVEL  PRIZES  WORTH  OVER  $90,000,000. 
To  play  and  win,  get  a  WINTER  INVITATIONAL  GAME  CARD  every  time 
you  register  at  a  Marriott  Hotel  or  Resort  or  rent  from  Hertz 
now  through  February,  1990. 


WINTER  INVITATIONAL  GAME 

NO  PURCHASE  NECESSARY.  To  obtain  Game  Card  and  Rules:  Hand  Print  and  Mail  4  x  9"  SASE  and  3  x  5" 
card  with  name  and  address  and  MARRIOTT- HERTZ  WINTER  INVITATIONAL  to:  Card  Request.  RO.  Box 
9370,  Bridgeport,  CT  06699.  Limit  one  request/person  25  years  of  age  or  older/week  No  requests  honored 
from  clubs/groups.  Return  postage  not  required  from  WA  residents.  Free  Game  Card  and  Rules  available 
at  lularriott  front  desk/Hertz  counter  in  AL  and  HI  Requests  must  be  received  by  1/31/90  or  while  supplies 
last;  award  claims  by  3/31  90.  VOID  WHERE  PROHIBITED  Not  available  outside  U.S.  or  at  Marriott  Confer- 
ence Centers,  Courtyard  by  Marriott,  Fairfield  Inn.  or  Residence  Inn.  and  some  Hertz  licensee  locations. 


SPECIAL  ADVERTISING  section 


of  Pariss  best  restaurants,  special-interest 
trips  such  as  a  Galeries  Lafayette  outing 
that  features  a  private  chauffeur-driven 
limousine  and  shopping  discounts;  and 
numerous  car  rental  and  car  leasing  deals 

Prices  start  at  $30  per  person  nightly  in 
the  hotel  program  Flights  can  run  as  low  as 
$458  round-trip  from  New  York  to  Paris 
Travelers  can  also  choose  from  Air  France  s 
"European  Treasures"  collection  of  inde- 
pendent and  escorted  programs 

Gateway  cities  include  Los  Angeles. 
Chicago,  Anchorage,  Houston,  Boston, 
New  York,  Philadelphia,  Washington,  D  C  , 
San  luan,  and  Miami  Contact  Air  France/ 
let  Vacations,  888  Seventh  Ave  ,  New  York, 
NY  10106.  800-1ET-0999,  in  New  York, 
2I2-247-09W 


The  tldg  carrier  of  Italy  offers  hosted, 
semi-escorted,  and  escorted  "Intermezzo" 
tours  designed  to  give  vacationers  an  over- 
view of  the  country's  heritage  and  history 
as  well  as  plenty  of  time  to  relax  and  seek 
adventure  on  their  own  Escorted  tours 
range  from  10  to  22  days,  shorter  trips  are 
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also  available  It  s  possible  to  create  your 
own  tour  by  combining  any  number  of  des- 
tinations and  Intermezzo  services  Prices 
begin  at  $149  per  person  for  a  five-night 
hotel  stay 

Gateway  cities  include  New  York. 
Boston,  Chicago,  and  Los  Angeles  Contact 
Alitalia/ltaliatour,  666  Fifth  Ave  ,  New  York, 
NY  10103;  800-237-0517,  in  New  York, 
212-582-8900 


Business  travelers  and  their  families  can 
visit  Britain  via  BAs  charter  subsidiary 
Caledonian  Airways  Caledonian  flies  out 
of  Los  Angeles  and  Orlando  to  London's 
Gatwick  airport  and  offers  packages  in  con- 
junction with  Dollarstretcher  an  Orlando- 
based  tour  operator  that's  a  wholly  owned 
subsidiary  of  British  Airways  (Several  of 
the  major  European  airlines  own  not  only 
charter  companies  but  also  tour  oper- 
ators )  Most  Caledonian  flights  are  on  Boe- 
ing 747  wide  bodies  and  offer  business 
class  seating  All  flights  include  three- 
course  meals,  complimentary  bar  service, 
and  in-flight  entertainment.  Sample  pack- 


ages are  "London  at  Leisure!'  a  six-nig 
theater  tour,  "London  Mini  Break!'  a  thre 
night  theater  tour,  and  "London  Ov( 
night,'  a  quick  stay  in  the  city  that  usua 
prefaces  a  longer  trip 

Those  who  fly  on  British  Airways  c. 
choose  from  the  carriers  long  list  of  pr 
grams  Entertainment  is  highlighted  ( 
both  Dollarstretcher  and  BA  tours 
example,  with  the  airline's  fall/wint 
holiday  program,  "  London  Plus  Brita 
Ireland,  and  Europe!'  BAs  exclusive  B' 
Office  service  guarantees  passengers  be: 
seat  availability  with  no  fee  for  changing 
canceling  their  bookings  The  airline's  v( 
ume  buying  power  enables  theater  a 
music  lovers  to  choose  from  performanc 
at  38  London  theaters,  as  well  as  the  Ro^ 
Opera,  the  Royal  Ballet,  the  English  N- 
tional  Opera,  the  Royal  Philharmonic,  tt 
London  Philharmonic,  and  the  Lond*! 
Symphony  Orchestra's  Shostakovich  F* 
tival.  which  will  be  held  in  November  aS 
December  | 

All  British  Airways  holiday  packagjt 
include  automatic  enrollment  in  Acce^ 


BUSINESS  TRAVEL 

A  Special  Advertising  Section  in  Business  Week 


Where  6.2  million  on-the-go  business  travelers  all  come 
together — the  largest,  most  affluent  travel  marketplace  of  any 
general  business  magazine. 

Twice  every  year  Business  Week's  top-management  readers 
enjoy  the  informative  and  entertaining  Special  Section  edited 
by  Stephen  Birnbaum,  Amehca's  foremost  travel  writer  and 
commentator.  A  Reader  Service  Card  is  bound  into  each  issue 
and  the  entire  Section,  with  ads  included,  will  appear  again  in 
ASTA  Agency  Management  magazine — a  bonus  audience  of 
30,000  travel  professionals! 

All  at  regular  Business  Week  rates! 

Plan  to  be  there. 

Please  call: 
John  Holden 
Market  Manager 
Travel  Advertising 
212-512-6394 
Or  call  your  Business  Week  representative. 


Busines^^^feek 


Issue  Date:  April  23, 1990 
Closing:      March  12, 1990 
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Fly  Iberia  Airlines  to  Spam  ana  get  a  weekend,  or  two  weekdays,  free.  Including  two  nights  in  a  lavisti,  five-star  fiotel,  witfi 
meals  and  special  discounts,  Ctioose  from  Madrid,  Malaga,  Seville  or  Barcelona.  Eacfi  offers  ihe  best  of  modern 
Europe.  Yet  eacfi  remains  uniquely  Spam.  So  call  your  travel  agent,  or  our  Reser- 
vations Center  at  1-800-SPAIN-IB.  Some  restrictions  may  apply  And  remember, 
when  you  fly  Iberia  Airlines  you  get  Frequent  Flyer  Mileage  on  Continental/Eastern's 
One  Pass  or  United  Airlines'  Mileage  Plus.  A  First  or  Business  Class  flight 
aboard  Iberia  Airlines.  For  two  days,  at  least,  youil  spare  yourself  every  expense. 


Name 


Address 


City 


I'd  like  to  know  more  about  two  free  nights  in  Sp^in  when  I  fly  First  or  Business  Class  Mail  to  Iberia  Airlines.  6500  Wilshife  ilvd .  Los  Angeles  CA  90048.  atln  IVlrking  Depi 

\ 


America,  Inc.,  a  24-hour  global  referral 
service  for  medical  and  legal  aid,  access  to 
London  Help  Line,  a  telepfione  service  tfiat 
operates  seven  days  a  week  and  whose 
employees  offer  assistance  with  any  aspect 
of  your  trip,  dozens  of  options,  including 
tours  and  lectures,  and  car  rental  extras, 
such  as  a  Meet  and  Assist  service  upon 
arrival  in  London  or  Manchester  free  deliv- 
ery of  rental  cars  to 
London  hotels,  and 
discounts  on  chauf- 
feur-driven cars 

Gateway  cities 
include  New  York, 
Boston,  Chicago, 
Detroit,  Houston, 
Los  Angeles.  Miami, 
Philadelphia,  San 
Francisco,  and  Wash- 
ington, D  C  Contact 
British  Ai  rwa y  s  , 
75-20  Astoria  Blvd  , 
lackson  Heights,  NY 
1 1 370,  800- AIR  WAYS, 
or  Dollarstretcher, 
5728  Maior  Blvd  , 
Suite750,  Orlando,  FL 
32819,  800-669-9Q85, 
in  Orlando  call 
407-351-0064 


FINNAIR 


Shopping  excur- 
sions are  featured 
in  Finnairs  "Helsinki 
Weekend"  packages 
There  are  Wednes- 
day departures  from  New  York  and  Sunday 
or  Monday  returns  All  weekend  tour  prices 
include  round-trip  flights  to  Helsinki, 
shopping  and  dining  value  certificates,  a 
three-day  Helsinki  Card  for  unlimited  city 
transportation,  a  city  tour  free  or  reduced 
admission  to  more  than  50  museums  and 
sights,  a  full  Finnish  breakfast  daily  and  all 
service  charges  and  taxes  Prices  range 
from  $499  to  $859  per  person,  depending 
on  choice  of  accommodations  and  time  of 
year  (mid-March  tends  to  be  the  most  ex- 
pensive) Of  special  interest  to  business 
travelers  is  the  "Executive  Deluxe  Week- 
end,' which  includes  all  of  the  above 
amenities  plus  executive  class  service  and 
seating,  three  or  four  nights  at  the  Strand 
Inter-Continental  hotel  in  Helsinki,  and 
airport  transfers  Prices  start  at  $2,049 
per  person,  $1,149  for  an  accompanying 
spouse 

Finnair  also  hosts  a  three-city  trip  that 
visits  Helsinki,  Leningrad,  and  Stockholm 
via  a  Baltic  cruise  The  ten-day  package 
with  executive  class  air  service  is  $2,229 
'>r  person;  $1,393  for  an  accompanying 
vjse  Less  expensive  tours  are  available 
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as  well  and  start  at  $999  Contact  Finnair, 
10  East  40th  St  ,  New  York,  NY  10016, 
800-950-5000 


IBERIA 


As  the  third  largest  carrier  in  Europe 
(behind  British  Airways  and  Lufthansa), 
the  national  airline  of  Spain  presently 
serves  81  cities  in  46  countries  Its  new 
nonstop  service  to  Barcelona — in  anticipa- 


tion  of  the  1992  Olympic  Games — is  sure  to 
generate  a  slew  of  special  programs  Iberia 
currently  works  in  conjunction  with  Euro- 
pean-based Kemwel  car  rentals  and  with 
such  tour  operators  as  Marsans  Interna- 
tional, Odysseys  Adventure,  and  His- 
panidad  Holidays,  Inc  ,  to  offer  vacationers 
a  variety  of  escorted  and  independent  trips 
to  Spain,  Portugal,  and  Morocco 

One  such  trip  consists  of  eight  days  on 
the  Costa  del  Sol  for  $810  per  person  The 
price  includes  accommodations,  conti- 
nental breakfast,  English-speaking  guides, 
and  all  taxes  Another  popular  tour  is  a 
journey  aboard  the  Andalucian  Express,  a 
restored  luxury  train  from  the  1920s  that 
travels  to  Madrid.  Seville,  Cordoba,  Gra- 
nada, and  the  Costa  del  Sol  Rates  start 
at  $1,475 

Preference  class  and  grand  class  pas- 
sengers planning  to  travel  beyond  Spain 
can  opt  for  the  new  "Madrid  Amigo"  pro- 
gram, which  includes  two  free  nights  at  a 
five-star  hotel,  all  meais,  a  half-day  tour  of 
the  city,  round-trip  airfare,  and  airport 
transfers  A  similar  program  called  "High 


Class  Weekends"  is  available  to  passenge 
going  to  Barcelona,  Seville,  or  Malaga.  Ar 
a  60-day  "Visit  Spain"  air  pass  allows  tra 
elers  to  stop  at  up  to  30  Spanish  cities 
well  as  the  Balearic  Islands,  a  visit  to  tf 
Canary  Islands  is  available  for  an  ad 
tional  $50 

Gateway  cities  include  Chicago,  Lc 
Angeles.  Miami,  and  New  York  Conta 
Iberia.  6500  Wilshire  Blvd  ,  Suite  1900,  L( 
Angeles,  CA  90048;  800-SPAiN-iB. 


A  long  list  of 
ropean  capitals  a 
considerable  fie 
ibility  in  visiti 
them  are  offered 
KLM's  one-weel 
two-city  "On-thI 
Double  "  packag 
The  trips  are  sp| 
between  Amst 
dam  and  Lond 
Paris,  Rome, 
Vienna  Prices  c 
ering  round-tr| 
flights  from  N 
York  and  acco 
modations  in  t 
hotels  start  at  $6| 
per  person  K 
also  featu  res 
choice  of  fly/dr 
packages  that  I 
for  one  or  two  wei 
and  include  the 
of  an  Avis  car 

Gateway  cities 
elude  New  Yo 
Chicago,  Atlanta,  Los  Angeles,  Houst 
Orlando,  and  Anchorage  Contact  KL| 
Dept  ODT,  Saddle  Brook,  Nj  076 
800-777-1668 


Condor,  the  charter  subsidiary  of  Ll 
hansa.  has  been  flying  between  the  Unit  I 
States  and  Germany  for  15  years,  and  n  ' 
provides  service  from  April  through  (  • 
tober  from  Chicago,  Denver  Detroit,  M  ■ 
neapolis,  Baltimore,  Los  Angeles,  N  ' 
York,  Cleveland,  San  Francisco.  F( 
Lauderdale,  and  Tampa  to  Frankfi 
Amenities  are  much  the  same  as  those 
Lufthansa  flights:  meals,  films,  music,  c 
metic  kits,  and  assorted  souvenirs  Con(  ' 
offers  a  variety  of  tour  packages  to  C  ■ 
many  that  are  available  through  DER  To  i 
(800-782-2424).  Travel  Charter  Inc  .  Deti  : 
(313-528-3500).  Europa  Travel  Servi 
Cleveland  (216-481-3612).  and  Schwat 
International.  New  York  (212-432-01 
Contact  Condor.  875  North  Michigan  A 
Suite  3222.  Chicago.  IL  60611,  312-951-0( 


Over  150  other  airlines 
admire  our  maintenance 
so  much,  we  woric  on 
their  planes  too. 

How  well  an  airline  maintains  its  reputation  depends 
largely  on  how  well  that  airline  maintains  its  planes. 
Which  is  why,  after  considering  Lufthansa's  record 
for  on-time  performance,  so  many  other  airlines  have 
asked  Lufthansa  to  help  keep  their  planes  in  perfect 
working  order 

After  all,  if  so  many  other  airlines  ask  for  Lufthansa, 
shouldn't  you? 

People  expect  the  world  of  us: 

0  Lufthansa 

German  Airlines 

Lufthansa  is  a  participant  In  the  mileage  programs  of  United,  Delta,  USAIr  and 
eontinental/Eastern.  See  your  Travel  Agent  for  details. 


SPECIAL  ADVERTISING  SECTION 


^FREQUENX^ 
=TRAVELER= 


As  one  of  the  biggest  European  airlines, 
Lufthansa  offers  numerous  trips  through- 
out Germany  and  beyond  "Ski  Hohdays" 
include  seven-night  packages  to 
Innsbruck/lgis,  Kitzbuhel,  St  Anton,  and 
Zell-am-See  in  Austria,  and  Garmisch-Par- 
tenkirchen  in  Germany  Prices  (including 
round-trip  flights  to  Munich,  accommoda- 
tions, airport  transfers,  and  some  meals) 
start  at  $709  per  person  The  week-long 
"FlyDrive  Classics"  are  highlighted  by  a  free 
car  with  unlimited  mileage 

Gateway  cities  include  New  York,  Wash- 
ington, D  C  ,  Boston,  Atlanta,  Chicago,  Los 
Angeles,  San  Francisco,  Miami,  Phila- 
delphia, Dallas/Ft  Worth,  and  Houston 
Contact  Lufthansa,  Dept  UM  12,  6  Cherry 
Valley  Terminal  Rd  ;  West  Hempstead, 
NY  11554.  800-645-3880,  in  New  York, 
718-895-1277 


The  flag  carrier  of  Belgium  features 
"So|Ourn  in  Europe!'  a  series  of  four-night 
tours  to  Brussels  and  other  parts  of 
Belgium,  as  well  as  Cologne  and  Luxem- 
bourg There  are  also  optional  excursions 


to  Amsterdam  and  Paris  In  addition, 
Sabena  offers  a  number  of  fly/drive  pro- 
grams complete  with  Avis  cars,  and,  for  first 
class  and  business  class  passengers,  the 
"Brussels  Connection!'  a  deluxe  stopover 
package  Special  reduced  hotel  rates  are 
included  in  Sabena's  trips  For  example, 
two  nights  at  the  Royal  Windsor  hotel  in 
Brussels,  in  a  luxury  suite,  with  champagne 
buffet  breakfast  and  airport  transfers  via 
private  limousine,  is  a  mere  $290  Other 
hrst  class  hotels  start  at  $35  per  person 
nightly 

Gateway  cities  include  New  York,  Bos- 
ton, Detroit,  Chicago,  Anchorage,  and 
Atlanta  Contact  Sabena:  720  Fifth  Ave  , 
10th  floor.  New  York,  NY  10019, 
800-645-3790,  in  New  York.  800-541-4551 


Known  for  its  "Viking  Vacation"  packages 
(offered  in  conjunction  with  Bennett 
Tours).  SAS,  Scandinavian  Airlines,  has  a 
slew  of  these  and  other  independent  and 
escorted  trips  Some  of  the  most  popular 
are  the  "Ski  Holidays','  which  go  to  13  re- 
sorts throughout  Norway  Austria,  Switzer- 


land, and  Russia  Prices  begin  at  $875  and 
include  round-trip  flights,  six  nights'  ac- 
commodations. NoPA/egian  breakfast  and 
dinner  daily  transportation  by  rail,  and  all 
charges  and  taxes  Also  of  interest  are 
week-long,  two-city  trips  (such  as  the  one 
to  Copenhagen  and  Stockholm),  Baltic 
cruises,  and  programs  that  combine  Scan- 
dinavian and  Russian  destinations 

Gateway  cities  include  New  York.  Chi- 
cago. Los  Angeles,  Seattle,  and  Anchorage 
Contact  SAS,  138-02  Queens  Blvd  , 
lamaica,  NY  11435;  800-221-2350 


SWISSAIR 


Balair,  the  charter  arm  of  Swissair, 
was  actually  the  first  national  airline  of 
Switzerland,  organized  in  1926,  with  head- 
quarters in  Basel  Five  years  later,  Balair 
merged  with  another  carrier  to  become 
Swissair,  and  it  was  finally  reborn  in  1953, 
offering  intra-European  charter  flights  to 
the  Swiss  public  Today  Swissair  owns  58% 
of  Balair  which  assists  its  parent  airline  by 
offering  nonstop  service  to  cities  in  which 
Swissair  operates  only  with  connecting 
flights  Balair  flights  generally  cost  a  few 


-  fcrmitage  Hotel  as  interpreted  *  .,  --^ 
by  Lowell  Nesbitt,  Los  Angeles. 


hundred  dollars  less  than  those  on 
Swissair,  and  round-trip  prices  between  the 
United  States  and  Switzerland  can  range 
from  $400  to  $950, 


Gateway  cities  include  San  Francisco 
(from  May  through  October],  Miami,  and 
New  York  Contact  Balair,  608  Fifth  Ave  , 
New  York,  NY  10020,  212-581-3411 

Swissair  meanwhile,  has  concentrated 


its  land  packages  on  Alpine  resorts  in 
Switzerland,  Austria,  and  France  Accom- 
modations run  the  gamut  from  chalet-style 
inns  to  luxury  hotels  Swiss  resorts  include 
thetownsof  Cransand  Montana,  siteof  the 
1987  World  Alpine  Ski  championships, 
Davos,  which  boasts  45  miles  of  ski  terrain, 
the  village  of  Klosters;  Grindelwald,  fa- 
mous for  its  World  Cup  downhill  courses: 
Gstaad,  the  spot  for  the  jet  set:  legen- 
dary St  Moritz:  Verbier,  Villars,  and  the 
Matterhorn  enclave  of  Zermatt 

The  Austrian  resorts  are  Innsbruck,  Lech, 
Zurs,  and  St  Anton  The  "Salzburg  Ski 
Safari"  combines  a  stay  at  either  a  four-  or 
hve-star  hotel  in  Salzburg  with  excursions 
to  different  ski  areas  each  day  Prices  range 
from  $328  to  $578  per  person,  including 
breakfast  and  daily  bus  transfers  In  France, 
choose  from  Chamonix,  Courcheval,  or 
Val  d'Isere 

Gateway  cities  include  New  York, 
Boston,  Chicago,  Atlanta,  Anchorage,  and, 
beginning  in  November,  Los  Angeles 
Contact  Swissair,  608  Fifth  Ave  ,  New  York, 
NY  10020.  800-221-4750,  in  New  York, 
718-995-8400  □ 


The  most  wonderful  things  happen, 
if  you're  in  the  right  space. 


LERMITAGE 

hole)  (Ic  ^r.Hidr  <  Itisse 


Call  now  for  reservations  and  information  on  all  seven 
of  our  all-suite,  luxury  hotels  in  West  Hollywood/Beverly  Hills. 
800-424-4443 


L'ERMITAGE  HOTELS 

A  Collection  of  Originals 


EErmitage  •  Bel  Age  •  Mondrian  •  Valadon  •  Ee  Pare  •  Le  Dufy  •  Le  Reve 

Member  Small  Luxurv  Hotels  &  Resorts 
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RENTING  AN  APARTMENT  IN  EUROPE 


The  decision  is  made  Another  long 
business  trip  to  Europe  is  in  the 
works,  but  instead  of  flitting  from  city  to 
city  the  schedule  centers  on  |ust  one  city, 
requiring  a  stay  of  at  least  two  weeks  Or 
perhaps  the  trip  is  a  prelude  to  relocation 
In  either  case,  the  need  is  the  same  an 
extended  period  of  living  in  a  hotel  As 
every  business  traveler  knows  all  too  well, 
residing  in  a  hotel  for  a  long  time  —  even 
one  of  the  best — can  be  wearisome  ( not  to 
mention  expensive  and  oppressively  im- 
personal) After  awhile,  you  long  to  make 
your  own  cup  of  coffee  and,  perhaps,  have 
just  a  simple  snack  instead  of  calling  room 
service  The  answer  Rent  an  apartment 

There  are  several  rental  agencies  in  the 
United  States  that  have  rentable  foreign 
apartments  on  their  books,  but  most  of 
these  organizations  concentrate  on  the 
vacation  market  and  all  charge  a  hefty  fee 
Making  your  own  arrangements  is  easy 
enough,  as  long  as  you  know  whom  to  con- 


tact, London  has  the  largest  selection  — 
and  highest  standards  —  of  "seiA'ice  flats!' 
as  short-term  rentals  are  called  in  England 
At  the  other  end  of  the  spectrum  is  Rome, 
where  the  concept  is  virtually  nonexis- 
tent "An  apartment  for  a  couple  of  weeks'' 
Well,  a  year  perhaps,  but  short-term  affitti 
(rentals)  are  not  the  custom  We  use  hotels" 
say  Roman  realtors 

The  best  apartments  mirror  the  stan- 
dards of  a  top  hotel,  comfortable  furnish- 
ings and  daily  maid  service  are  taken  for 
granted  There  also  should  be  access  to  fax 
and  telex  machines  Location  is  important 
not  too  far  from  the  business  district  and 
close  to  a  good  restaurant  or  two  for  relaxa- 
tion and  business  entertaining  Compute 
the  hnancial  savings  compared  to  the  cost 
of  a  top  hotel,  add  in  the  extra  privacy,  and 
an  apartment  sounds  exactly  right 

What  follows  is  a  sampling  of  sources 
and  suitable  apartments  in  several  major 
European  cities 
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LONDON 


Which  sounds  better  —  a  suite  at  th 
Mayfair  Inter-Continental  hotel  for  $1,250 
night  plus  value  added  tax  (VAT)  or  a  larg 
apartment  at  the  St.  lames  Court  for  $61 
plus  VAT?  Not  only  does  the  St  lames  wii 
on  price  but  it  scores  high  for  location  ai 
well,  it's  just  down  the  street  from  Bucij:; 
ingham  Palace,  around  the  corner  frori 
the  Houses  of  Parliament  and  governmeiti, 
offices,  and  a  short  taxi  ride  from  the  finarfej 
cial  district  |' 

The  apartments  have  the  advantage  |i 
being  part  of  the  St  lames  Court  hot 
complex,  a  group  of  recently  renovat 
Victorian  and  Edwardian  buildings  T 
furnishings  are  of  mahogany  and  leath 
complemented  by  !8th-century  oil  pain 
ings  and  20th-century  amenities  Wha 
more,  the  apartments  have  their  own  e 
trance,  separate  from  that  of  the  hotel 

The  St  lames  is  not  only  home-awa| 
from-home  but  also  office-away-fro 
office,  thanks  to  the  Chambers  Busine 
Centre  This  self-contained  facility  boas 
five  offices,  three  boardrooms,  two  cor 
mittee  rooms,  and  all  the  latest  gadget 
for  audiovisual  presentations,  Secretari 
services  are  available  24  hours  a  day  Mor 
over  while  other  hotel  accommodatio: 
offer  access  to  in-house  fax  and  telex  m 
chines,  the  Chambers  Business  Centre  h 
Its  own  telephone,  fax,  and  telex  nur 
bers  that  are  separate  from  those  of  tl 
St  lames  Court  hotel  So  confidential  infc 
mation  remains  just  that  The  center  w 
recently  voted  number  one  of  its  kind 
Europe  by  the  Financial  Times 

As  for  food,  the  hotel  has  three  rest; 
rants  the  Auberge  de  Provence,  an  c 
shoot  of  the  Ivlichelin-three-star  LOust 
de  Baumaniere  in  France,  the  inn  of  He 
piness.  with  Szechuan  and  Cantonese  fa 
and  the  Cafe  fVlediterranee,  serving  tap 
and  Indian  vegetarian  dishes 

Finally  fitness  buffs  can  continue  th 
daily  workout  routines  on  the  Univer; 
exercise  system  in  the  Olympian  Hea, 
Club  or  just  relax  in  the  sauna  or  lacu. 
Club  membership  is  complimentary 
those  who  are  staying  in  the  apartme 
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With  Hertz  ana  /vmencan  t^ress' 
here's  no  limit  to  how  fer  you  can  go. 


UNLIMITED  MILEAGE 
FOR  MEMBERS  ONLY 

$/|Q90       .Lincoln  or 
^^^3        similar  size  car. 

Effective  through  1/15/90 
^       Limited  availability, 
LDW  $11.95  a  day  or  less. 

ASK  FOR  THE  AMD  RATE 


3112 


C   F  FROST 


000 

S500b 


Membership  has  its  privileges. 


At  Hertz. 
American  Express^  Cardmembers 
get  unlimited  mileage. 

Just  use  the  American 
Express  Card  at  the  Hertz  coun- 
ter and  you'll  be  surrounded 
in  the  luxury  of  a  Lincoln  Con- 
tinental or  Town  Car.  Which 
means  that  in  addition  to  all  the 
benefits  you  normally  receive 
with  the  American  Express  Card, 
you  get  another  benefit  for  the 
long  run.  Unlimited  mileage. 

This  offer  is  orily 
good  until  January  15, 
1990.  So  call  your 


travel  agent  or  Hertz  directly  at 
1-800-654-3131  and  ask  for  the 
special  AMD  rate. 

And  find  out  how  the 
American  Express  Card  is  truly 
a  comfort  down  the  road. 

For  your  information. 
Rates  are  available  at  participat- 
ing locations  and  may  not  be 
available  at  some  participating 
places  at  some  times.  The  mini- 
mum rental  age  is  25.  Cars 
must  be  returned  to  the  renting 
location.  24-hour  advance 
reservations  are  required.  Cars 
subject  to  availability.  Taxes  and 
optional  items  are  extra. 


ertz  rents  Fords  and  other  fine  cars 


'».'  REG  US  PAT  OFF  :6  HERTZ  SYSTEM  INC  1989 
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i  off ice,we  ve  changed  how  you  work  in  it. 


I 


Our  PCs  are  being  seen  in 
)re  and  more  offices. 

They're  also  being  seen  out  of 
)re  and  more  offices. 

That's  because  not  only  can 
r  machines  do  anything  a  desktop 
n  do,  they  can  do  it  just  about 
ywhere  you  want. 

They're  small  enough  and 


rugged  enough  to  stand  up  to  con- 
stant traveling.  And  they  have  the 
power  to  run  whatever  software 
you're  using. 

What's  more,  our  full  line  of 
PCs  includes  three  new  machines. 
First,  our  T1600,  a  battery  pow- 
ered 286.  Second,  ourT3i00e,the 
enhanced  successor  to  our  award 


winning  T3100/20.  And,  finally, 
our  20MHz,  386-based  T5200,  a 
portable  workstation. 

All  are  capable  of  being  inte- 
grated in  your  networked  system. 

Or  of  being  packed  up  and 
taken  with  you. 

Even  if  you're  only  taking 
them  down  the  hall. 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  Anienca  Information  Systems.  Inc.,  Computer  Systems  Division 


bPtCIAL  AUVtK  I  li>irNlj  btCTION 
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One  of  the  poshest  and  most  private 
apartment  addresses  in  London  is  also 
one  of  tfie  least  known  Fortyseven  Park 

Street  Rigfit  near  Grosvenor  Square,  thus 
60-year-old  building  exudes  class  and  style 
from  the  moment  one  sets  foot  in  the  mar- 
ble entrance  hall  A  sweeping  staircase 
leads  past  stained-glass  windows  to  52  lux- 
urious suites,  which  have  a  roominess 


unusual  in  London  The  floor-to-ceiling 
bookshelves  create  the  ambience  of  a  pri- 
vate house,  but  how  many  people  do  you 
know  who  live  above  a  fVlichelin-three-star 
restaurant?  Le  Gavroche  provides  room 
service  with  a  three-course  menu  du  jour 
that's  a  bargain  at  $32  The  restaurants 
master  chef,  Albert  Roux,  is  also  managing 
director  of  the  apartment-hotel  building. 


which  includes  the  Private  Dining  Room, 
a  separate  suite  that  can  accommodate 
up  to  22  people  for  cocktail  parties  or  j 
meetings 

If  guests  tire  of  fancy  fare,  there's  a  shop- 
ping list  in  Le  Gavroche's  kitchen  |ust  wait- 1 
ing  to  be  filled  in  And  food  is  not  all  that 
can  be  requested  "We'll  even  get  you  a 
cashmere  sweater  if  you  specify  the  size 
and  color!'  says  one  of  the  staff  No  wonder 
corporate  clients  so  often  return  with  their 
families  Booking  from  the  United  States  is 
very  easy  because  the  toll-free  American 
number  rings  straight  through  to  Forty- 1 
seven  Park  Street 

The  Athenaeum  hotel,  with  its  long  tra-l 
dition  of  comfort  and  service,  has  always 
been  known  for  its  apartments  They're  in 
an  adjacent  building  just  off  Piccadilly  and 
only  two  strides  from  Green  Park,  which  is 
especially  convenient  for  walkers  and  jog- 
gers Although  room  service  from  the  hotel  I 
does  not  extend  to  the  flats,  the  apartment! 
kitchens  are  stocked  from  the  neighbor- 1 
hood  deli — which  just  happens  to  be  Fort-| 
num  &  Mason 

Also  |ust  off  Piccadilly,  and  behind  the! 
Ritz.  IS  Arlington  House.  Apartments  inl 
this  modern  block  have  views  of  GreenI 
Park,  spacious  rooms,  and  a  trendy  (buti 
good)  restaurant  downstairs  Called  Le  Ca-| 
price,  it's  a  favorite  watering  hole  for  adver- 
tising and  media  people  If  an  executive! 
decides  to  eat  in.  a  porter  will  order  food( 
from  the  restaurant 

Cheval  Apartments  are  for  those  who| 
prefer  the  residential  atmosphere 
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'  a  modern  look  and  arc  (oiiveitienthi  locaied 


Apartmcnii  a;  ['urni  Krsidence  du  Roy  havi 

Knightsbridge  The  io  ,j|  ,.i tments  and 
town  houses  are  within  iUO  v  i:ds  of  Har- 
rods,  and  are  all  located  cm  side  streets 
away  fronn  the  traffic  of  Bru;r!it!>n  Road 
Fronn  the  furniture  to  the  crystal  ■  hone 
china  to  the  silverware,  everylhni'j,  is 
i  '  nglish  There's  a  wide  choice  of  local  rrs 
j  '  ■■■rants,  wine  bars,  and  pubs  |ust  stei)s 
j  f;      each  property 

[  >  (It.    '        ;iing  200  years  of  the 

!  i-'-:'  "..   ■■■•.!■!  bliL,  the  Residence  du  Roy 


may  sound  anachronistic  But  this  white- 
stone  apartment  block  is  thoroughly  mod- 
ern, from  the  Matisse  prints  on  the  walls  to 
the  spare,  lapanese  style  of  the  furnishings 
Handy  to  the  poshest  boutiques  in  Paris 
and  near  the  Place  de  la  Concorde,  it  s  a 
practical  alternative  to  a  hotel  for  a  long 
stay,  though  it  doesn't  offer  business- 
'  enter  facilities  or  a  health  club  Choosing 

restaurant  in  Paris,  however  is  no  prob- 
li. 'I — theclosest  is  Le  Bacchus  Gourmand, 
|usi  a  short  walk  away 

At  number  74  Champs-Elysees,  the  Res- 


idence le  Claridge  has  a  prime  location 
making  it  popular  with  an  Internationa 
business  clientele  that's  often  based  in  th 
French  capital  on  long-term  assignment 
Comfort  rather  than  luxury  is  the  result  o 
the  recent  redecoration,  and  the  Parisia 
custom  of  the  vigilant  concierge  ensure- 
protection  from  unwelcome  visitors 
health  club  is  close  by  as  are  plenty 
shops  and  restaurants 

Paris  Bienvenue  is  a  rental  agency  tha 
caters  to  businesspeople  and  has  50  to  10(^ 
high-quality  private  apartments  on  its 
books  A  spacious  apartment  with  twci 
bedrooms  on  the  RueTroyon,  near  L'Etoile!  i 
costs  about  $145  per  night  Bankers  ofte^ 
rent  a  small,  elegant  apartment  on  the  Ruv'i 
de  Sevres  in  the  6th  arrondissement.  It  ha  ! 
a  view  of  Montmartre  and  it's  on  the  eightlj: 
floor  but  the  buildings  elevator  is  modern : 
and  efficient  Paris  Bienvenue  also  coordii 
nates  any  business  facilities  (office  space  | 
secretarial  or  courier  services,  fax  or  tele ; 
machines!  that  its  clients  need  | 


Like  all  European  capitals,  Madri  .} 
wasn't  built  for  cars  The  result  is  chaotiit 
traffic  Luckily  business  life  is  concer  ■ 
trated  in  Nuevo  Madrid  (New  .Vladrid),  whic  < 
IS  north  of  the  city  center  and  not  as  pron  \ 
to  gridlock  Tower  blocks  line  the  Paseo  d 
la  Castellana  there,  and  right  in  the  mic  ' 
die,  across  from  the  Palacio  de  Congresc 
(the  convention  center),  is  Eurobuilding  j 
A  partner  to  the  Eurobuilding  hotel,  thi 
group  of  11-year-old  apartments  may  af  ; 
pear  a  little  frayed  at  the  edges  Speciall  : 
designed  for  businesspeople,  they  r,! 
comfortable  rather  than  plush,  with  sue  i 
pleasant  touches  as  pictures  and  potte 
plants  El  Serpentin,  a  restaurant  right  i 
the  building,  has  an  international  men 
and  also  provides  room  service  Apart  froi 
a  swimming  pool,  the  biggest  bonus  is  th 
garage,  if,  that  is,  you're  brave  enough  t 
drive  a  car 

The  Spanish  National  Tourist  Offic 
rates  apartments  with  keys  instead  of  star 
Rated  alongside  Eurobuilding  2  (with  t' 
maximum  of  four  keys)  is  the  Cent 
Colon  Situated  halfway  between  the  ci 
center  and  the  business  district,  the  Co! 
has  the  Banker's  Club  on  its  top  floor  with 
restaurant  and  health  center  Membersh 
is  restricted  to  visitors  who  have  reciproc 
agreements  through  their  own  club  ( 
company  The  Colon's  clientele  comes  fro 
Mexico  and  the  rest  of  Latin  America,  ; 
well  as  from  Europe  Popular  with  all  is  tf 
convenient  El  Amparo,  one  of  Madri 
finest  restaurants,  which  features  mode 
Spanish  cuisine  created  by  chef  Ram 
Ramirez 

lust  a  15-minute  taxi  ride  from  the  bu. 


IF  CHAMPAGNE 
SUDDENLY  SOLD  FOR  THE 
PRICE  OF  CLUB  SODA, 
WOULDTHE  TASTE  BE 
ANY  LESS  SPECTACULAR? 


On  November  1st,  Midway  Airlines*  introduces  First  Class.  Best  of  all,  if  you're  a  member  of  . 
FlyersFirstr  Midway's  frequent  flyer  program,  a  First  Class  ticket  sells  for  the  price  of  a  full  coach 
ticket.  If  you're  not  already  a  member,  just  call  Midway  or  your  travel  agent  to  join.  , 

The  Midway  First  Class  ticket  begins  a  complete  First  Class  experience-ow  the  ground  and  ^ 
in  the  air.  Wait  for  your  flight  in  the  quiet  comfort  of  the  Midway  Executive  Clubf"  Upgrade  to  a  >: 
Hyatt  suite  for  the  price  of  a  regular  guest  room  as  a  special  introductory  offer  through  Jan.  31st.  .  ' 
Midway's  First  Class  always  includes  free  upgrades  on  car  rentals  at  Avis  and  Budget  _ 
and  discounts  on  limousine  and  van  services  in  many  Midway  cities.  —^^Js^^  ' 

On  the  plane  you  can  sip  champagne.  Relax  in  plush  leather  Mjt^M^^MM^SlMM 
seats.  And  enjoy  fresh  and  distinctive  meals  in  a  relaxed  atmo-  IHww m%JI WW€3rlll^' 

sphere.  AH  for  up  to  50%  off  the  price  of  First  Class  on  other  airlines.   

Call  Midway  Airlines  at  1-800-621-5700,  or  call  your  travel  agent  1~*TT?  QTT  1^ T  A  QQ 
and  see  how  spectacular  flying  can  be.  JL  llv^J.  V^lxV^^ 


THE  COMPLETE  FIRST  CLASS  EXPERIENCE 


ness  district  is  the  peaceful  residential 
area  around  the  University  of  Madrid 
There  the  Villa  Moncloa  houses  280  apart- 
nnents  that  are  often  rented  by  connpanies 
whose  employees  need  to  be  in  Madrid  for 
a  month  or  more  A  cafeteria-style  restau- 
rant on  the  ground  floor  offers  home- 
cooked  Spanish  meals,  while  the  plush 
Cudtro  Estaciones,  a  French  eatery,  is 
nearby  oft  the  busy  Avenida  Reina  Victoria 


Ihc  lielj^idii  Ld|iiUil  IS  doniinated  by  the 
commission  of  the  European  Community 
the  Common  Market's  center  of  action, 
though  "action"  isn  t  an  accurate  descrip- 
tion because  negotiations  are  notoriously 
long-wmded,  stretching  out  over  weeks 
and  months  Not  surprisingly  two  modern 
blocks  are  dedicated  to  housing  business 
visitors  Euro-flat  and  City  Garden 

Euro-flat,  m  the  Cinquantciiaire  Park 
area,  looks  straight  at  the  EC  headquarters 
Apartments  are  relatively  spacious,  with 
a  living  room  and  a  dinmg  table  that  can 
double  as  a  workplace  There's  a  small  fit- 
ness center  with  a  solarium  and  sauna, 
along  with  laundry  service  and  a  private 
underground  garage  Breakfast  is  included 
and  is  served,  buffet-style,  on  the  hrst  floor 
The  heart  of  the  city  —  with  some  of  the 
worlds  finest  restaurants  —  is  only  five 
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minutes  away  by  taxi  or  ten  minutes  by 
metro  from  the  Schuman  stop,  which  is 
right  outside  the  building  Or  walk  to  the 
Rue  Archimede,  where  the  Barba  Nera  res- 


taurant serves  excellent  Italian  fare 
■  City  Garden,  on  Rue  loseph  II,  is  about 
ten-minute  walk  south  of  the  EC  but  hand 
also,  to  the  city's  two  business  districts:  th 
smarter  High  Town  around  Avenue  Louis 
and  Avenue  de  la  Toison  d'Or  and  the  le: 


EUROFLATS 


LONDON 

St.  James  Court 
Buckingfiam  Gate 
London  SW1E  6AE 
01-834-6655 

Fortyseven  Park  Street 

47  Park  St. 

London  W1Y  4EB 

01-491-7282; 

in  the  U.S.,  800-451-5536 

The  Athenaeum  Hotel 

116  Piccadilly 

London  W1V  OBJ 

01-499-3464: 

in  the  U.S.,  800-223-5560 

Arlington  House 
17  Arlington  St. 
London  SW1 
01-581-8481 


Cheval  Apartments 
150  Brompton  Rd. 
London  SW31HX 
01-589-7762 


PARIS 

Residence  du  Roy 
8  Rue  Frangois  V 
75008  Paris 
1-42-89-59-59 

Residence  leClaridge 
74  Champs-Elysees 
75008  Paris 
1-43-59-67-97 

Paris  Bienvenue 
10  Avenue  de  Villars 
75007  Paris 
1-47-53-80-81 


MADRID 

Eurobuilding  2 
Orense  69 
28020  Madrid 
1-571-6794 


Centro  Colon 
IVlarques  de  la 
Ensenada  16 
28004  Madrid 
1-419-7566 


Villa  Moncloa 
Plaza  Ciudad  de  Viena  6 
28040  Madrid 
1-254-6600 


BRUSSELS 

Euro-flat 

50  Bd.  Charlemagne  ii 
1040  Brussels 
230-0010 

City  Garden 
59  Rue  Joseph  II 
1040  Brussels 
230-09-45 

ZURICH 

Waldhaus  Dolder 
Kurhausstrasse  20 
8030  Zurich 
01-251-93-60 

Residence  Nova 
Bienenstrasse  7 
8004  Zurich 
01-491-4711 
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One  number. 

Seven  uncompromising  hotels  &  resorts. 


THE  REGISTRY  HOTELS: 
Charlotte,  North  Carolina 
Denver,  Colorado 
Los  Angeles,  California 
Minneapolis/St.  Paul, 
Minnesota 

THE  REGISTRY  RESORTS: 
The  Don  CeSar,  St  Petersburg 

Beach,  Florida 
Naples,  Florida 
Scottsdale,  Arizona 

U.S.  &  CANADA 

1-800-247-9810 

Ask  about  our  Frequent  Guest 
Program. 


,  REGISTRY. 

'Hotek&Jiesorts^ 


trendy  Low  Town,  centered  on  Rue  Neu\ 
near  the  bourse  City  Garden's  17  sing 
apartments  are  rather  small,  so  it's  worl 
upgrading  to  one  of  the  72  doubles  Bus 
ness  facilities  include  a  conference  roc 
that  seats  15.  along  with  the  customa 
telex  and  fax  machines 


k 
ool 


ZURICH 


Because  this  city's  housing  market 
tight  even  for  residents,  there  is  little  spa( 
given  over  to  long-term  visitors.  What 
available  tends  to  be  geared  to  vacationet| 
Most  executives  are  expected  to  stay 
hotels  Having  said  that,  the  company  thi 
owns  the  famous  Dolder  Grand  hotel  alsj 
runs  the  nearby  Waldhaus  Dolder  Bol| 
are  in  pleasant  parkland  on  the  outskirts 
the  city  about  half  an  hour  from  the  a' 
port  One  wing  of  the  15-year-old  Waldhaij 
IS  a  hotel,  while  the  other  consists  of  sonl 
30  apartments  that  are  used  mostly  f| 
long  rentals  The  atmosphere  is  energet 
and  sporting,  with  the  Dolder  Golf  Clij 
iust  across  the  road 

The  Residence  Nova  is  part  of  the  No'l 
Park  hotel,  which  claims  to  be  the  biggel 
hostelry  in  Switzerland  and  to  have  til 
largest  fitness  center  A  Penta  hotel,  i\\ 
Nova  is  set  in  the  heart  of  Zurich  and 
geared  to  all  sorts  of  business  eventj! 
Ninety  percent  of  the  clientele  who  tal!' 
apartments  are  Swiss,  so  the  Residence (j 
a  hnd  for  foreign  executives  traveling  l| 
Zurich  on  extended  assignments  ' 
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htroducing  Hands-On  Management. 


There  w:is  a 
me  when  even  the 
lost  energetic, 
lost  imaginative  of 
iiuiagers  could  not 
eq')  tiibs  on  his 
miyoFs:ilespeople. 


JE's  s<ik  II  Ik  ■  lal»itil(     CO!  vrs 
'arly '>()"„  njilx'  l  .S.pcpukitiori 
id  III  vr  180  metnpolitan  areas. 
\r,  jar  more  than  our  nearest 
mpetitor 

Happily,  all  tliat 
as  chiuiged. 

Because  now, 
lanks  to  CLIE's  sat- 
Uite  paging  system, 
ou  no  longer  h:ive 
)  know  exactly 
.iiere  tliey  are. 

\)W  need  OnK'       nK'\UxielSSoffirsautO  (luilm^lx:i)(li<^ilavM<ice 

now  they  re  Ccinymg  tliis  tour- ounce  tra\'eling 
onipanion. 

Wliich  means  you  c:in  tell  them  ab(  )ut  ( )ne 
[lore  stop  to  m^ike  before  they  return. 

Or  a  late-bre:iking  bit  ( )f  ciiicial  news  that  ciui 
lelp  you  clinch  a  sale. 

Wliatever 

You'll  also  be  happy  to  know  ClIE  covers  more 
)f  die  U.  S.  —  far  more  —  tlian  anyone  else. 

An  incredible  90%  of  tlie  population  in  over 
80  of  the  countr\\s  metropolitan  cU'eas  :uid 
leir  acconipiuiying  iiirspace. 

Tlie  next  closest  competitor  covers  onK' 
bout  100. 

Resulting,  naairally  in  your  abOit)'  to  better 
ontacl  your  u-aveler  in  a  taxi.  In  a  teniiiiial.  In  a 
irospecls  lobby  Anytime  day  or  night. 

And  CUE  s  FM  teclinology  means  once  tliat 


signal  s  sent  out  — 
seconds  after 
you've  sent  it  in  — 
it's  going  to  be 
stronger 

PowertiilK' fill- 
ing in  more  gaps 
;uid  spreading  out 
more  miles  thiui 
my  otlier  system. 

So  not  onV 
c:ui  y(  )U  ten'et  ( )ut 
your  lost  soul  in 
New  York  Cit>' 
(pop.  9,119,737). 

But  in  H(X)t 
(>Al,Okl:ili()ma 
( pop.  3 ),  as  well. 

VCliich  meiuis 
that  whether  you 
iiile  with  :in  in  )n 
fist  or  a  veK'et  glove, 
CLIE  c:ui  help. 

Mailipliona)kliililoJ^i)hiu>y(iiui.H\h(ilk'iy  SljlipK'  by  pUt- 

ting  a  pager  wliere  it  will  do  you  :uid  your  field 
temii  the  most  gcxxl. 

Right  in  tlie  p^ilms  of  their  hiuids. 

#CUE 

A  NijKIA  (  OWf'ATJ'Y 

Tlie  Fine  Art  Of  Hancls-On  Maiicigement 


r 


Free  Voice  Mail. 

With  purchase  of  CL'E  nationwide  paging.  $2S  mo.  v  alue* 
Cill  l-800-824-9""'^5.  Or  reaim  tliis  cou\-x  m  by  FAX, 
t ~U )  833-9336.  Or  mail  to  CIT;  Paging  Coiporation, 
2737  Campus  Dii\e,  Inine,  CA  92"]^. 

Name  

Title  

G  )mp;iny  

"Rpe  ot  Industr\-  

Telephone  J  !  

Address  

Cit\-  


-Stiite. 


.Zip_ 


I  *Some  conditions  appK  Offer  ma\  be  withdnmn  \  1  B\X  j 
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Renting  a  car  in  an  airport  once  required 
the  athletic  ability  of  an  O  I 
Simpson,  a  sprint  off  the  plane,  hurdling 
suitcases,  children,  and  chairs,  all  to  beat 
the  crowds  jammed  in  front  of  the  car- 
rental  counter  Today,  there's  no  reason  to 
outsprint  O  I 

Car-rental  companies  are  wising  up  and 
eliminating  those  mterminable  lines  Now 
business  travelers  can  get  their  car  keys 
from  a  machine,  take  a  bus  to  an  already 
rewed-up  automobile,  and.  at  the  end  of 
their  trip,  return  their  rented  vehicle  to  an 
attendant  who  has  a  computer  and  printer 
in  hand  As  the  following  roundup  of  rental 
agencies  shows,  customers  can  go  from 
touchdown  to  the  passing  lane  in  a  matter 
of  minutes 


For  three  years.  National  Car  Rental  has 

been  shaving  minutes  off  the  time  people 
waste  standing  in  lines  The  company's 
newest  innovation  is  the  Smart  Key  Ma- 
chine Here's  how  it  works  fvlembers  of  the 
Emerald  Club  and  Privilege  Preferred  (both 
frequent-renter  programs)  board  a  bus  to 
the  Smart  Key  Machine,  slip  their  National 
credit  cards  into  it,  press  a  button  for  the 
car  they  want,  and,  in  seconds,  keys  and 
two  rental  forms  drop  out  It's  like  using  an 
automated  bank  teller  Renters  give  one 
copy  of  the  form  to  an  attendant  at  the 
National  counter  and  keep  the  other  until 
they  return  the  car  Next,  they  stop  at  a  gate 
to  show  their  license,  and,  in  a  moment, 
they're  off  Smart  Key  Machines  operate  at 
airports  in  Los  Angeles,  San  Francisco,  and 
San  lose,  and  will  be  in  use  at  50  other 
locations  across  the  country  by  the  end  of 
the  year 

Membership  in  the  Emerald  Club  ($60 
for  one  year,  $100  for  three  years)  also  enti- 
tles customers  to  head  straight  for  the 
parking  lot  This  service,  called  the  Emer- 
ald Aisle,  is  available  in  30  cities  nation- 
wide At  the  lot,  members  choose  a  car 
show  their  club  card  and  driver's  license 
to  an  attendant,  and  go  When  dropping 
off  cars,  drivers  simply  fill  cut  a  rental  form 
and  leave  it  with  the  car  k'.  ys  in  a  return 
box  The  bill  is  sent  by  mail  CdH  800-CAR- 
''ENT 

Recently  Hertz,  Avis,  and  B«rfa;et  Rent  a 
have  jumped  on  the  banov/agon  by 
ng  clients  to  skip  the  rental  counter 
ntroduced  the  #1  Club  Gold  pro- 
frequent  travelers  last  spring  I' 
i  his:  Members  hop  on  a  bus  and 
I  '-^.selves  to  the  driver  as  club 


AUTO 
AUTOIVIAT 


HOW  TO  GET  FROM  RUNWAY 
TO  ROADWAY  IN  MINUTES 

members  (their  vehicle  preferences  were 
recorded  when  they  joined  the  club)  Be- 
fore customers  arrive  at  the  car  lot.  a  Hertz 
representative  prints  the  rental  forms, 
leaves  them  in  the  desired  car  turns  the 
car  on,  and  puts  each  customer's  name  and 
car-stall  number  on  a  large,  electronic  bul- 
letin board  Drivers  merely  show  their  li- 
censes before  leaving  Dropping  off  a  car  is 
|ust  as  easy — keys  and  a  completed  rental 
form  are  left  in  a  box  No  bill  is  paid  until 
it's  received  in  the  mail 

This  Hertz  service  is  available  in  Wash- 
ington, D  C  ,  Boston,  Houston,  and  17  other 
cities,  and  will  be  up  and  running  at  a  total 
of  30  locations  by  year's  end  Membership 
costs  $50  annually  Call  800-654-3131 


At  50  airports  across  the  country  the 
Avis  Express  bus  takes  renters  who  have 
reserved  automobiles  using  their  Avis  Wiz- 
ard cards  directly  to  the  parking  lot  (The 
Wizard  card  is  free  )  Upon  arrival,  it's  just  a 
matter  of  selecting  a  car  signing  a  rental 


agreement,  and  showing  a  driver's  licena* 
at  the  exit  gate 

When  returning  vehicles,  customeil). 
meet  attendants  who,  shouldering  con^ 
puters  and  printers,  record  mileage,  ga: 
and  time,  and  then  print  out  the  inform?, 
tion  The  bill  comes  later — courtesy  of  t 
post  office  Call  800-331-1212 

Budget's  Rapid  Action  program  alsj 
puts  drivers  on  a  bus — this  one  headed  f( 
the  Budget  Express  kiosk  in  the  parking 
where  rental  agreements  and  cars  are  wai 
ing  After  a  flash  of  the  Rapid  Action  can 
driver's  license,  and  credit  card,  rente 
drive  on  out — all  within  a  few  minute: 
When  the  car  is  returned,  customers  leav 
the  completed  rental  forms  and  keys  in 
box  Rapid  Action  is  in  operation  in  2 
cities  nationwide,  and  the  service  wi 
expand  to  other  destinations  soon  Ca 
800-527-0700 

Following  the  FASTRAC  with  Thrift! 
means  filling  out  a  form  with  vehicle  prefe; 
ence  and  other  vital  information  In  tun 
Thrifty  sends  clients  FASTRAC  cards  free 
charge,  retaining  their  data  in  a  comput 
When  customers  make  reservations,  fe 
details  are  needed  beyond  identificatio: 
and  when  they  arrive  at  a  Thrifty  counter  ij 
an  airport,  all  they  have  to  do  is  sign  the| 
rental  form  Then  it's  go-go-go  Ca 
800-331-3550 


THAT'S  WHY  WE  CAN  OFFER 
A  GREAT  RATE  ONACADILIAC. 


We 
Dorit  Just 

Work  Here 
WeOWi 


The  Place 


When  we,  the  employee-owners 
of  Avis,  Inc.,  say,  "We're  trying 
harder  than  ever,"  we  have  to  prove 
it.  Over  and  over  Because  we  know 
that  our  success  depends  on  your 
satisfaction. 

That  means  giving  you  the  com- 
petitive rates  and  well-maintained 
GM  cars  that  make  you  come  to 
Avis  in  the  first  place.  Plus  all 
those  important  services  that 
keep  you  coming  back.  Like  Avis 
ress®  for  fast  check-outs.  And 
Roving  Rapid  Return for  even 
faster  check-ins. 

For  more  proof,  call 
us  at  1-800-331-1212  or 
your  travel  consultant  about 
our  special  Cadillac  rate.  Talk 
to  an  owner  and  discover  how 
we  make  Avis  work  for  you. 


AVIS 


We're  trying  harder 
than  ever " 


SPECIAL  ADVERTISING  section 


A traveler  who  wanted  to  sleep  m  every 
hotel  room  on  the  Walt  Disney  World 
property  would  have  to  make  quite  a  long- 
term  commitment — about  33  years  With 
the  opening  of  the  new  Swan  and  Dolphin 
hotels  in  thecommg  months,  the43  square 
miles  that  make  up  the  nation's  most  pop- 
ular manmade  attraction  will  hold  more 
hotel  rooms  than  most  U  S  cities  Add  the 
more  than  50.000  rooms  in  the  surround- 
ing area,  and  metropolitan  Orlando  has  the 
most  hotel  rooms  of  any  city  m  the  coun- 
try— including  New  York 

The  hotels  at  Walt  Disney  World  fall  into 
two  mam  categories  those  owned  and 
operated  by  the  Disney  company  itself  and 
those  owned  and  operated  by  others 

In  general,  rooms  at  the  five  Disney- 
owned  hotels — the  Contemporary,  the 
Polynesian  Village,  the  Grand  Floridian, 
the  Disney  Inn,  and  the  Caribbean 
Beach — are  large  and  can  accommodate 
up  to  hve  guests  per  room  |the  exception  is 
the  Caribbean  Beach,  where  rooms  hold 
only  four)  The  villa  "  accommodations  at 
Disney's  Village  Resort  I  including  60  tree 
houses)  are  especially  spacious  and  good 
for  families,  as  are  the  campsites  and  trailers 
(Fleetwood  Trailers l  at  Fort  Wilderness, 
a  780-acre  wooded  oasis  Each  hotel  and 
villa  complex  has  its  own  character  and 
appeal 

In  addition,  there  are  seven  hotels  at  the 
Disney  Village  Hotf;l  Plaza— Pickett  Suite, 
Travelodge,  Grosvenor,  Royal  Plaza, 
Howard  lohnson,  Buena  Vista  Palace, 
and  Hilton — along  with  the  new  Swan  (run 
by  Westini  and  Dolphin  (run  by  Sheraton) 
hotels  near  Epcot  Center,  all  of  which 
occupy  a  unique  position  among  non- 
Disney-owned  accommodations  They  are 
designated  'official"  hotels,  are  located 
within  the  boundaries  of  the  Walt  Disney 
World  property  are  more  convenient  to  the 
i^iehts  than  hostelries  some  distance 
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DAYS  AND  NIGHTS 

AT 

WALT  DISNEY  WORLD 

THE  HOTELS  HERE  ARE  OPEN  FOR 
BUSINESS  OR  PLEASURE 


dway — and  they  en|oy  some  special  rights 
in  the  making  of  resen/ations  at  Walt  Disney 
World  restaurants  and  shows 


HOTEL 


When  Walt  Disney  World  opened  in  1971, 
the  Contemporary  resort  (Box  10,000,  Lake 
Buena  Vista,  FL  32830,  407-934-7639)  was 
the  epitome  of  hotel  high-tech  Watching 
the  sleek  monorail  trains  disappear  into 
the  hotel's  15-story,  A-frame  tower  still 
dazzles  onlookers  The  1,050  guestrooms 
are  divided  between  the  tower  and  north 
and  south  garden  wings,  and  a  special  con- 
cierge package  is  available  for  guests  stay- 
ing in  the  one-  and  two-bedroom  suites  on 
the  tower's  14th  floor  The  hotel  has  three 
restaurants,  two  lounges,  a  health  club,  six 
tennis  courts,  six  shops,  and  a  marina  The 
larger  of  its  pair  of  swimming  pools  offers 
the  best  lapswimmingontheentire  Disney 
property 

The  Contemporary's  large  meeting  spaces 
are  located  on  the  second  floor  of  the 
tower  The  1 1,968-square-foot  Ballroom  of 
the  Americas  is  the  largest  single  facility 
and  can  accommodate  up  to  1,000  for  a 
banquet  It  can  also  be  divided  into  two 


hi 

fill; 


smaller  rooms  The  Grand  Republic  Bal 
room  can  be  split  into  three  rooms,  an 
there  are  five  other  spaces  of  varying  size 
nearby  Rates  range  from  $160  to  $230  fc 
guestrooms,  and  $205  to  $710  for  suites 

At  the  Polynesian  Village  (407-934-7639 
the  vegetation  is  lush,  the  architectu 
tropical,  and  the  atmosphere  subdued  Th 
mood  is  set  by  a  three-story-high  garde 
that  occupies  most  of  the  lobby,  whei 
water  cascades  over  craggy  volcanic  rock 
coconut  palms  tower  over  some  75  di 
ferent  species  of  tropical  and  subtropic 
plants,  and  the  climatic  conditions  kee 
everything  verdant  year-round 

The  central  structure  is  known  as  th 
Great  Ceremonial  House,  which  hole 
three  of  the  hotel's  four  restaurants  an 
most  of  its  shops  The  855  guestrooms  a 
in  II  two-  and  three-story  "longhouse; 
each  named  for  one  or  more  Pacific  island 
Suites  and  rooms  with  special  concierg 
services  are  also  available 

A  large  free-form  swimming  pool,  clos 
to  the  beach,  is  framed  by  a  cluster  of  bou 
ders  that  forms  a  water  slide  (The  laki 
front  Disney  beaches  are  covered  wit 
white  sand  discovered  when  Walt  Disn( 

(I 


Grand  Floridian  Resort 


TOTELS  MERIDIEN 


The  style  to  which  you've  become  At  each  you'll  bask  in  the 

accustomed  is  alive  and  well  at        inimitable  "Meridien  Style."  From 
Le  Meridien.  Whether  your  tastes    an  indulgently  complete  health 
run  toward  a  high-powered,  cos-  ^v^!^ 
mopolitan  business  center,  or  a  <cr>-^^ 
relaxing,  Eden-like  getaway, 
Le  Meridien  offers  a  bouquet  of 
nine  perfect  hotels  in  North 
America  to  pick  from. 


MERIDIEN 

Travel  Companion  of  Air  France 
Over  50  Hotels  and  Resorts  Worldwide 


club  to  artful  regional  cuisine  you'll 
relish  all  the  petals  of  our  perfection. 
A  bouquet  of  this  quality  is  so  rare, 
how  can  you  refuse  it? 

For  reservations  call 
(800)  543-4300  or  your  travel 
planner,  and  don't  forget  to  ask 
8ihou\J:/"m^'^a/a)/^,  ourfrequent- 
guest  program. 


In  North  America:  Boston  •  Montreal  •  Nassau,  Bahamas  •  New  Orleans  •  New  York  •  Newport  Beach  •  San  Diego  •  San  Francisco  •  Vancouver 


Appreciation  of  detail  results  in  perfection. 

Come  blossom  in  ours. 


SPECIAL  ADVERTISING  SECTION 


The  Disney  I  mm 

World  was  under  construction  )  Boats  can 
be  rented  at  the  hotel's  marina  Rates  are 
$170  to  $245  for  guestrooms,  and  $510  to 
$590  tor  suites 

Nearly  a  century  after  Standard  Oil  mag- 
nate [Henry  M  Flagler  "civilized"  Florida 
and  lured  prominent  families  to  his  grand 
hotels,  Walt  Disney  World  designers 
opened  the  Grand  Floridian  (407-934-7639], 
their  version  of  an  elegant  "period"  hotel — 
a  900-room  Victorian  structure  with  gabled 
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roofs  and  carved  moldings  on  40  acres  of 
shorefront  property  The  Grand  Floridian 
boasts  broad  verandas,  wicker  rockers,  ceil- 
ing fans,  intricate  latticework  and  bal- 
ustrades, turrets,  towers,  and  red-shingled 
roofs.  There  are  five  restaurants,  two 
lounges,  two  snack  bars,  a  health  club,  a 
pool,  shops,  and  a  manna 

The  main  building  houses  a  14,800- 
square-foot  lobby,  a  palatial  space  that 


soars  hve  stories  to  a  ceiling  of  stainec 
glass  domes,  glittering  chandeliers,  an 
ornate  metal  scrolls  Potted  palms,  ve 
dant  ferns,  and  an  aviary  decorate  th 
sitting  areas;  an  open-caged  elevate 
carries  guests  to  the  second-floor  sho 
and  restaurants 

The  rooms  are  among  Walt  Disn( 
World's  most  luxurious  and  are  priced  a 
cordingly  The  main  building  houses  ( 
concierge-served  rooms  and  34  suites;  fi\ 
lodge  buildings  (of  four  and  five  storie 
house  624  standard  rooms  and  176  slight 
smaller  "attic"  accommodations  Suite 


The  Yacht  Club  and  Beach  Club  resorts 


And  IMre  Alreai 


'e  a  parlor  plus  one,  two,  or  three  bed- 
ms  There  are  also  six  lovely  "honey- 
on"  rooms,  set  in  the  turrets  of  the  mam 
Iding,  each  with  great  views  from  hve 
idows  Rates  are  $195  to  $335  for 
;strooms,  and  $310  to  $950  for  suites 


SNOW  WHITE  SUITES 


)ecidedly  the  most  subdued  of  the  Walt 
ney  World  hotels  is  the  Disney  Inn 
7-934-7639),  It's  located  off  the  main 
norail  route  in  a  quiet  corner  of  the 
perty  and  is  flanked  by  two  loe  Lee- 
;igned  championship  golf  courses — thij 
e-dotted  Magnolia  and  the  Palm 
iked  by  Golf  Digest  magazine  among  the 
ion  s  top  100  courses) 
'he  hotel  was  recently  redecorated  m  a 
3w  White  theme,  and  the  288  guest- 
ims  now  have  a  mini-suite  feeling 
!  standard  rooms  here  are  the  largest  on 
Disney  property  There's  one  restau- 
t,  two  snack  shops,  two  pools,  two  ten- 
courts,  and  one  small  meeting  room — 
s  a  large  golf  pro  shop  Rates  are  $1 55  to 
5  for  guestrooms 

'he  least  expensive  Disney-owned  hotel, 
Caribbean  Beach  (407-934-7639),  is  set 
200  acres  near  Epcot  Center  and  the 
;ney-MGM  Studios  Theme  Park  Its 
nposed  of  five  brightly  colored  "vil- 
es"  surrounding  a  42-acre  lake  Each  vil- 
e  is  named  for  a  different  Caribbean 


Wfstid's  Swan  hotel 


island — Martinique,  Barbados,  Trinidad, 
Aruba,  and  lamaica — and  features  cool 
pastel  walls,  white-wood  railings,  and  viv- 
idly hued  metal  roofs  There  are  a  total 
of  2,112  rooms,  making  this  the  seventh 
largest  hotel  complex  in  the  country  All  of 
the  villages  have  a  cluster  of  two-story 
buildings,  a  swimming  pool,  and  a  lake- 
front  stretch  of  white-sand  beach  The  rooms 
are  a  bit  smaller  than  those  at  the  other 
Disney-owned  hotels,  but  they  are  the 
best  value  on  the  entire  property 
The  central  building  of  the  complex. 


called  Old  Port  Royale,  houses  six  counter- 
service  restaurants,  a  lounge,  shop,  and 
game  room  Rates  are  $69  to  $99  for  guest- 
rooms, ail  of  which  are  identical  except  for 
the  views  There  are  no  suites  available 

It  used  to  be  that  the  363  Fleetwood 
Trailers  (407-934-7639),  set  in  Fort  Wilder- 
ness, a  canal-crossed  expanse  of  cypress 
and  pine,  were  taken  only  by  people  who 
couldn't  get  a  hotel  reservation  Now,  as  a 
result  of  good  word  of  mouth,  almost  every 
booking  IS  specihcally  requested  There  are 


ate  R)rThe  Meeting. 


Thank  Goodness  For  The  Howard  Johnson 
Road  Warrior  Emergency  Kit. 

_  When  you're  on  the  road  as  often 

_  ~  jy^is  a  Roaci  Warrior,  you  learn  to 
.t^^S  expect  the  unexpected.  So  you  stay  at 
Howard  Johnson*  where  they  keep  a 
Road  Warrior  Emergency  Kit  at  the 
front  desk  at  all  times. 
Its  filled  with  solutions  to  almost  any  disaster.  So,  if 
your  morning  coffee  ends  up  on  your  tie,  come  to  the 
front  desk  and  pick  up  spot  remover.  We  can  also  give 
you  super-strong  glue.  Or  a  styptic  pencil.  Or  an  eye- 
glass repair  kit.  And  all  the  toiletries  you'd  expect. 
The  Emergency  Kit  is  one  more  way  we  help  the 
Road  Warrior  get  ready  for  the  road.  And  one  ^^^.JSk 
more  reason  Road  Warriors  choose 


Howard  Johnson. 


Home  Of 
The  Road  Warrior. 

For  Reservations,  Call  1-800-654-2000. 


HOWARD 
JOHNSON 


I  • 


Hotels,  Suites  &  Lodges 


V 


BEFORE 
YOU  LEAVE  THE  , 

COUNTRY  I 
FIND  OUT  ABOUT 

CONTINENTAL'S 
NEW  FOREIGN 
POLICY. 


NOW  YOU  CAN  CHOOSE  ONE  OF  THESE  UNIQUE  REWARDS 
EVERY  TIME  YOU  FLY  ROUNDTRIP  IN  BUSINESS  OR  FIRST  CLASS 
TO  EUROPE, THE  ORIENT  OR  THE  SOUTH  PACIFIC. 


AN  UPGRADE  TO 
FIRST  CLASS  LUXURY 

All  you  do  IS  request  a  Business 
Class  fare  to  one  of  our 
Foreign 
Policy 


A  COMPLIMENTARY 
COMPANION  TICKET. 

As  necessary  as  international 
travel  is  for  today's  business,  it  still 
evokes  an  understandable  lealousy 
from  tfiose  wfio  stay  behind.  But  now 
there's  an  easy  way  to  share  the 
experience  of  overseas 
travel  on  your 
upcoming  trip. 
Because  the  next 
time  you  fly  to  one 
of  our  Foreign 
Policy  destinotions 
in  Business  or  First 
Class  you  can  take 
a  family  member 
n\h  you. 

Our  Foreign  Policy 
is  to  win  you  over.  We 

want  you  to  discover  |ust  how 
/'  exceptional  and  extensive  our 
international 
service  is 
Not  only 


AVALUABLE  VACATION 
CERTIFICATE. 

Now  when  you  fly  with  us  in  First 
or  Business  Class  you  can  get 
vacation  certificates  good  toward 
the  purchase  of  a  Continental  Grand 
Destinations^"  vacation  package. 
And  that  gives  you  over  80  places 


destinations 
you  get  a  confirmed 
upgrade  to  First  Class. 

You  can  take 
advantage  of  this 
Foreign  Policy  option 
as  many  times  as  you 
like  until  December 
15, 1989. 

But  be  warned 
The  spaciousness  and 
luxury  of  our  First  Class 
seats,  the  excellence  of  the 
cuisine  and  wine  can  easily 
become  habit-forming. 


All  OFFERS  Avoiloble  lor  trovel  only  on  Conl.nenlol 
A.rl.nes  between  Oclober  I  1989  ond  Decembe.15,  1989 
with  umesuicled  li'Sl  doss  IPOXI  or  business  doss  IJOXI 
lores,  ond  tor  OnePoss^"  members  only  InslonI  GuePoss 
enrollment  ovoiloble  at  time  of  teservotion  Tickets  must 
be  puichosed  ond  oil  novel  onginote  m  the  U  S  IKis  olio 
moy  not  be  combined  with  any  other  discount  or  promo 
tionol  oMer  or  «ith  QnePoss  rewords  However  the  lore 
poying  passenger  will  eorn  OnePoss  mileage  opplicoble 
to  the  (ore  doss  poid 

COMPANION  OFFER  Componion  must  hove  some  lost 
nome  and  book  ond  ticket  ot  the  some  time  OS  possenger 
with  oil  Irovel  together 

GRAND  DESTINATIONS  CERTIFICATES  Volid  (or  trovel 
completed  by  June  30.  1990  To  receive  your  certidcote. 
you  will  neeci  your  originol  boording  passes  lor  all  seg 
menis  o(  your  roundtrip  (light  ond  your  original  receipt 
(or  tuKillment  Moil  photocopies  to  Conlineolal  Airlines 
PO  Bo»  3134,  lowell,  MA0ie53  3134  Allow  4  6  weeks 
(or  delivery  All  requests  will  need  to  be  postmarked  by 
Jonuory  31,  1990  Cerlihcotes  hove  no  re(und  or  residuol 
value,  ore  not  redeemob[e  for  cosh  in  whole  o'  port  and 
will  not  be  reploced  i(  lost  or  stolen 


do  we  fly  to  the  key  business 
cities  of  the  world,  but  the  quality  of 
our  service  will  brinq  you  bock  again 
and  ogam. 


to  choose  from,  Florida  to  Australia. 

When  you  fly  First  Class  to  one 
of  our  Foreign  Policy  destinations, 
you  get  a  $500  certificate.  And  a 
$300  certificate  if  you  fly  Business 
Class. 

Feel  free  to  accumulate  as 
many  certificates  as  you  wish 
between  now  and 
December  1 5 

Coil  your 
travel  agent 
now.  Or  call 
Continental  at 
1-800-231-0856. 
Our  Foreign 
Policy  offer 
ends  December 
15, 1989 
Our  Foreign  Policy 
Destinations:  London,  Pans, 
Tokyo,  Sydney  Auckland, 
Melbourne,  Brisbane  and  Cairns 


London  •  Pons  •  Tokyo  •  Sydney  •  Auckland  •  Melbourne  •  Brisbane  •  Cairns 


Working  to  be  your  choice  to  the  world. 


CONTINENTAL 

INTERNATIONAL 


'&  1989  Conlinenlal  Airlines,  Inc 


SPECIAL  ADVERTISING  section 


two  types  ol  trailers  One  model  sleeps 
four  adults  and  two  children,  the  other  only 
four  adults  Both  types  come  equipped 
with  potsand  pans,  dishes,  utensils,  linens, 
color  television  sets,  daily  maid  service, 
and  a  full  bathroom 

Fort  Wilderness  (407-934-76391  also  has 
827  campsites  set  along  21  loops  Each  site 
has  a  1 10/220-volt  electric  outlet,  barbecue 
grill,  and  a  picnic  table  All  loops  have  at 
least  one  comfort  station  with  rest  rooms, 
private  showers,  ice  machines,  telephones, 
and  a  laundry  room  There  are  two  "trading 
posts"  where  groceries  are  sold,  and  the 
Meadow  recreation  center  features  two 
tennis  courts  and  two  pools  Also  included 
are  a  marina,  nature  trail,  beach,  and  a 
number  of  waterways  where  hshing,  canoe- 
ing, and  paddleboating  are  popular  Rates 
are  $155  to  $165  for  trailers  and  $29  to  $40 
for  campsites 


The  Village  Resort  (407-934-7639),  near 
the  Disney  Village  Marketplace,  is  dotted 
with  spacious  villa-type  accommodations, 
many  of  which  have  fully  equipped  kitch- 
ens Some  cost  more  than  individual 
guestrooms  at  the  hotels,  but  they  can 
hold  more  people  For  families  of  more 
than  five  (who  might  otherwise  need  a  sec- 
ond hotel  room),  this  is  the  most  econom- 
ical way  to  stay  on  the  Disney  property 

There  are  one-,  two-,  and  three-bedroom 
villas  The  one-  and  two-bedroom  units 
near  the  Village  Clubhouse  are  pleasantly 
straightforward  in  terms  of  furnishings  and 
have  cathedral  living  room  ceilings  The 
mini-suites,  located  nearby,  are  roughly 
L-shaped  with  a  special  sitting  area,  and 
another  group  of  two-bedroom  villas  are 
close  to  the  tenth,  eleventh,  seventeenth, 
and  eighteenth  fairways  of  the  Lake  Buena 
Vista  golf  course  These  cedar-sided,  slant- 


^PREQUENT^ 
=TRAVELER= 

roofed  units  are  among  Walt  Disney 
World  s  most  spacious  lodgings  The  three- 
bedroom  "tree  house"  villas  are  octagonal 
structures  on  stilts  set  in  a  secluded, 
woodsy  area 

The  most  luxurious  villas,  the  Grand 
Vista  Suites,  were  originally  designed  as 
model  homes  for  a  development  project 
that  has  been  abandoned  for  the  moment 
They  sleep  eight,  and  included  in  the  rental 
cost  are  a  stocked  refrigerator,  a  golf  cart, 
and  bicycles  for  getting  around  There  are 
six  pools  around  the  villas,  three  tennis 
courts,  and  another  golf  course,  the  Lake 
Buena  Vista  Club 

Rates  for  villas  are  $150  to  $175  for  the 
mini-suites,  $200  to  $225  for  the  one-bed- 
room units,  $250  to  $305  for  the  two-bed- 
room units.  $270  to  $295  for  the  tree 
house  villas,  and  $725  to  $850  for  the  Grand 
Vista  Suites 

The  New  England  seaside  is  coming 
to  Walt  Disney  World  in  the  form  of  the 
new  Yacht  Club  and  Beach  Club 
(407-934-7639)  resorts  Situated  ]ust  west 
of  Epcot  Center,  the  two  new  hotels,  de- 
signed by  noted  architect  Robert  A  M 
Stern,  are  set  around  a  25-acre  lake  and 
are  scheduled  to  open  during  the  spring 
and  summer  of  1990  A  total  of  1.214 
guestrooms  and  51.000  square  feet  of 
meeting  space  will  be  available  when  the 
hotels  are  complete 

The  seven  hotels  that  line  Hotel  Plaza 
Boulevard,  near  the  Disney  Village  Market- 
place, include  Walt  Disney  World's  only  all- 
suite  property  the  seven-story  Pickett  Suite 
(2305  Hotel  Plaza  Blvd  .  Lake  Buena  Vista, 
FL  32830,  407-934-1000,  407-934-7639.  or 
800-742-5388)  There  are  229  suites,  each 


Jrcchoiisc  villa 


measuring  a  generous  600  square  feet,  wi 
separate  living  room  and  bedroom.  All  tf 
units  can  sleep  six.  and  amenities  incluc 
two  color  television  sets  (plus  another  or 
in  the  bathroom),  a  stocked  refrigerator, 
coffeemaker,  and  a  wet  bar  Also  on  tt 
premises  are  a  pool,  an  exercise  room, 
restaurant,  and  an  ice  cream  parlor  Rati 
range  from  $145  to  $225 

Triple-arched  Travelodge  tower  (20( 
Hotel  Plaza  Blvd  .  Lake  Buena  Vista.  F 
32830.  407-828-2424,  407-934-7639,  ( 
800-348-3765)  has  325  rooms  and  suite 
all  of  which  were  recently  redecorate 
There  are  three  restaurants,  a  nightclub, 
pool,  and  2,044  square  feet  of  meetir 
space  Rates  are  $119  to  $149 

The  Grosvenor  Resort  (1850  Hotel  Pla: 
Blvd  :  Lake  Buena  Vista.  FL  32830.  40 
828-4444.  407-934-7639,  or  800-624-410 
recently  underwent  an  $8  million  face-l 
of  all  Its  guestrooms  and  public  space 
The  629  rooms  are  located  in  a  i9-sto 
tower  and  two  wings,  and  each  has  a  VC 
and  a  refrigerator-bar  There  are  two  resta 
rants,  a  nightclub,  two  tennis  courts,  tv 
pools,  and  meeting  space  for  up  to  1,20 
Rates  are  $95  to  $155 


The  396  rooms  at  the  Royal  Plaza  (19( 
Hotel  Plaza  Blvd  ,  Lake  Buena  Vista,  [|J. 
32830.  407-828-2828.  407-934-7639.  ..f 
800-248-7890)  are  located  in  a  l7-sto|'' 
tower  and  2-story  garden  wings  Eve: 
room  has  a  patio  or  balcony  and  an  i  . 
room  safe  deposit  box  The  hotel  has  tv  j 
restaurants  and  two  lounges,  a  pool,  fo  • 
tennis  courts,  a  putting  green,  saunas,! 
barber  shop  and  beauty  salon,  and  a  videj 
camera  rental  kiosk  Rates  are  $115  to  $17  ' 

The  newly  renovated,  14-story  Howe 
lohnson  (1805  Hotel  Plaza  Blvd  ,  Lali 
Buena  Vista,  FL  32830,  407-828-888| 
407-934-7639,  or  800-654-2000)  has  3'a 
guestrooms  in  a  tower  and  a  six-stoi  • 


Caribbean  beach  Resorl 


W  ASHINGTON  D  C 


Ramada  Introduces  A  Fast 
WayAroundTheWorld. 


The  Caribbean.  The  Far  East 
Or  right  next  door.  No 
matter  where  you've 
dreamed  of  going, 
Ramada  Guest  Awards 
gets  you  there.  Fast. 

Your  free  membership 
can  earn  airHne  tickets.  Weekend  getaways.  Even 
dehixe  vacations,  around  the  block  or  around 
the  world.  And  it  can  earn  you 
great  merchandise  awards. 
As  a  member,  you  earn 
points  for  every  cent  you 
spend  at  Ramadas 


ft 


in  North  America,  Mexico,  and  the  Caribbean. 

You  also  get  immediate  rewards  like  auto- 
matic room  upgrades.  Express  check-in  and  check- 
out. And  a  free  newspaper  every  business  day. 
To  ask  about  our  Guest  Awards,  lust  give  us 
a  call  at  1-800-6^2-62.52.  Or  begin  earning  points 
by  signing  up  when  you  check  m  at  any  one  of 
our  hotels.  There  are  over  600  worldwide. 

Ramada  Guest  Awards.  It's  lust  one  more  way 
we  prove  you're  somebody  special  to  us. 

Ramada 
Guest  Awards 


RAMADA 


Fur  rcscrVcUions  cdl  vour  tr.ivcl  .i>;cni  nr 

1-800-228-2828 


SPECIAL  ADVERTISING  section 


^FREQUENT- 
=TRAVELER= 


Polijnciuui  \Jill(hjc  Resort 


annex  Tower  roonns  surround  a  plant-filled 
atrium  and  are  reached  by  glass-walled 
elevators  There  are  two  pools,  and  the 
Howard  johnson  restaurant  is  open  around 
the  clock  Rates  are  $85  to  $165 

The  largest  of  the  Disney  Village  Hotel 
Plaza  hostelries,  the  Buena  Vista  Palace 
(1900  Buena  Vista  Dr ,  Lake  Buena  Vista,  FL 
32830,  407-827-2727.  407-934-7639,  or 
800-327-2990,  in  Florida,  800-432-2920),  is 
a  cluster  of  towers  with  nnirrored,  multi- 
faceted  facades  Each  of  the  841  rooms  has 
a  private  balcony  or  patio,  and  there  are  78 
Crown  Level  concierge  rooms  Two  pools,  a 
health  spa,  four  tennis  courts,  a  beauty 
salon,  several  shops,  and  three  restau- 
rants— including  Arthur's  27,  which  is  reg- 
ularly ranked  as  one  of  Florida's  best — 
round  out  the  offerings  Rates  are  $H9 
to  $210 

The  813-room  Hilton  (1751  Hotel  Plaza 
Blvd  .  Lake  Buena  Vista,  FL  32830,  407- 
827-4000,  407-934-7639,  or  800-728-4414) 
is  set  on  23  acres  and  features  a  state-of- 
the-art  digital  telephone  system  that  ad- 
lusts  room  air  concJitioning,  controls  the 
television  set.  and  contacts  the  valet,  room 
service,  and  hotel  operators  with  the  touch 
of  a  key  There  are  four  restaurants,  includ- 
ing a  Benihana  Japanese  St(  akhouse,  two 
lounges,  two  pools,  and  two  ;eiinis  (  ourts 
Rates  are  $130  to  $225 

The  two  new  waterfront  hotehi,  tiic  Walt 
r)isney  Vi/orld  Swan  and  the  Wait  Disney 
■v. ■Mti  Dolphin,  will  comprise  tht  .outfi- 
■  ;  .s  iiirgest  convention-resort  complex 
-oinplete  (The  Swan  will  open  next 

•  ;-i..v:  the  Dolphin  is  slated  to  open 
■.    I   ■  irj.-r.er)  Situated  between  Epcot 

•  i  ;.*isney-MGM  Studios  Theme 
'        i  ,',.ri)perties  were  both  designed 


by  renowned  architect  Michael  Graves  in  a 
style  that  is  described  as  "entertainment 
architecture " 

The  exterior  of  the  758-room  Swan  (1200 
Epcot  Resort  Blvd  ,  Lake  Buena  Vista.  FL 
32830.  407-934-3000  or  407-934-7639)  is 
painted  a  sun-washed  coral  beneath 
rolling  waves  of  turquoise  The  guestrooms 
are  enclosed  in  a  striking  12-story  main 
building  and  two  7-story  wings  And  just  in 
case  the  shape  and  color  of  the  buildings 
aren't  distinctive  enough,  two  45-foot  swan 
statues  sit  atop  the  resort  at  either  end  of 
the  mam  building 

Guestrooms  feature  in-room  safes,  clock 
radios,  a  multichannel  cable  television  set, 
voice  mail  tele-messaging,  mini-bars,  sep- 
arate dressing  areas,  and  24-hour  room 


service  There  are  64  suites  and  45  cor] 
cierge  rooms  on  the  11th  and  12th  floorj 

The  Swan  has  a  large  pool  and  a  gol 
geous  beach,  three  restaurants,  and  twl 
lounges  A  health  club,  game  room,  anl 
eight  lit  tennis  courts  round  out  theon-sil 
recreational  facilities  There's  also  a  beaut] 
salon  and  several  shops  Rates  are  $210  ' 
$325  (suites  are  higher) 

The  Dolphin  (1500  Epcot  Resort  Blvd 
Lake  Buena  Vista.  FL  32830;  407-934-40(1 
or  407-934-7639)  has  a  27-story  triangull 
tower  that  rises  from  a  14-story  main  builq 
ing.  a  design  that  was  recently  cited 
Progressive  Architecture  magazine  There  ; 
also  four  guestroom  wings,  nine  storie 
each,  that  stretch  to  the  shores  of  Cresceil 
Lake  A  lush,  tropical  setting  is  being  cr| 
ated  with  landscaping,  fountains,  ar 
small  lakes  Already  complete  is  a  dramat| 
waterfall  that  cascades  down  thefaceoftf 
triangular  tower  into  a  series  of  seashell 
and  on  into  a  large  shell-shaped  pool  suf 
ported  by  dolphin  statues  The  hotel| 
seven  restaurants  are  located  around  tf 
pool,  overlooking  Crescent  Lake 

There  are  1.509  rooms  in  all.  includirl 
140  suites  The  12th  through  the  i9th  flooF 
of  the  tower  are  designated  as  concier^ 
floors  Two  pools,  a  white-sand  b 
eight  tennis  courts,  a  health  club,  shop 
and  a  beauty  salon  complete  the  picturi 

The  enormous  conference  center  has  i| 
own  entrance  and  is  also  accessible  fro] 
the  Dolphin's  lobby  There's  a  total  of  202.2| 
square  feet  of  meeting  space,  and 
55,903-square-foot  Hemisphere  Ballrool 
IS  the  largest  hotel  ballroom  in  Florid! 
Also  included  are  27  meeting  room| 
2  boardrooms,  a  51  275-square-foot  exhit 
hall,  and  other  smaller  conference  spaces. 


Conlemporanj  Resort 


VARIG's  sit-down 
dinners, 


get  a  standing 
ovation. 


standing  ovations  are 
reserved  for  extraordinary 
acliievements  by  great 
artists.  VARIG's  great  art- 
ists are  the  award  winning 
chefs  who  plan  and  pre- 
pare the  extraordinary  first 


and  business  class  meals 
so  expertly  served  on 
every  VARIG  flight. 

A  typical  dinner  menu 
includes  aperitifs  and 
cocktails  as  well  as  hot 
and  cold  canapes  to  pre- 
pare the  palate  for  the 
delights  still  to  come... 
beluga  caviar  or  cold 
lobster,  and  shrimp,  a 
choice  of  entrees,  an 
array  of  perfectly  ripened 
cheeses,  delicate  petits 
fours,  fresh  fruit  and  Bra- 
zilian coffee.  All  accompa- 
nied by  the  appropriate 
wines  especially  imported 
for  VARIG  from  some  of 
France's  and  Germany's 
most  prestigious  vine- 
yards. And  after  the 
compliments  to  the  chef 
and  the  standing  ovation, 
what  more  can  one  say? 
ENCORE!  ENCORE! 

VARIG  serves  Brazil,  the 
rest  of  South  America  and 
Japan  with  29  flights  a 
week  from  North  America. 


Time  to 


The  World  Class  Airline  of  Brazil 
Since  1927. 


SPECIAL  ADVERTISING  SECTION 


Doing  business  in  the  Information  Age 
means  that  executives  who  travel 
must  cope  with  an  ever-growing  inventory 
of  names,  addresses,  phone  numbers, 
flight  schedules,  notes,  reservation  con- 
firmation numbers,  and  appointments  For 
those  whose  Filofaxes  are  bursting  under 
the  weight  of  an  avalanche  of  vital  statis- 
tics, a  computerized  electronic  diary  may 
be  the  answer  Functioning  as  a  battery- 
powered  address-appointment  book, 
memo  pad,  and  filing  cabinet,  these 
pocket-size  units  let  businesspeople  keep 
track  of  everything  from  client  contacts, 
meetings,  and  monthly  schedules  to  din- 
ner reservations,  clothing  sizes  of  spouse 
and  kids,  and  the  correct  time  in  Timbuktu 
By  entering  data  on  the  alphanumeric 
keyboard  of  one  of  these  microchip  mira- 
cles, users  can  organize,  store,  and 
instantly  access  information  that  was 
previously  scribbled — and  often  lost — on 
separate  bits  of  paper  All  data  entered  or 
retrieved  is  displayed,  calculator-style,  on 
an  LCD  screen 

The  variety  of  units  currently  available 
ranges  from  simple  electronic  phone  direc- 
tories to  sophisticated  machines  that  pack 
the  power  and  programmability  of  a  per- 
sonal computer  With  the  right  data  orga- 
nizer executives  can  even  perform  such 
complex  operations  as  keeping  expense- 
account  logs,  updating  investment 
portfolios,  producing  spread  sheets,  and 
interfacing  with  personal  computers  and 
workstations 


STORAGE  SPACE 


Although  physical  size  is  an  important 
point  of  comparison  among  electronic  di- 
aries, a  more  crucial  gauge  is  the  amount  of 
information  they're  capable  of  storing 
Memory  capacity  is  measured  in  kilobytes, 
one  kilobyte  (IK)  equals  about  1,000  indi- 
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DIARIES 
BECOME 


THESE  MICROCHIP  MIRACLES 
PACK  THE  POWER  OF  A  PC 


vidual  letters,  numerals,  or  punctuation 
marks  But  it's  probably  more  helpful  to 
know  that,  among  the  larger  memory  sizes 
most  commonly  found  in  data  organizers,  a 
I6K  memory  will  store  the  equivalent  of 
roughly  8  typed  pages,  32K  equals  about  16 
typed  pages,  and  64K  totals  approximately 
30  typed  pages  Also  bear  in  mind  that 
because  the  memory  is  usually  shared 
by  all  of  the  organizer's  different  functions, 
the  more  data  that's  stored  in  one  area 
(the  telephone  directory,  for  example),  the 
less  room  there  is  for  other  entries  (such 
as  appointments) 

The  most  basic  electronic  diaries  are 
credit  card-size  machines  primarily  de- 
signed to  store  telephone  numbers 
Seiko's  line  of  Phone  Cards  includes  the 
DF-200  ($29  95),  which  stores  up  to  150 
eight-letter  names  and  16-digit  phone 
numbers,  the  DF-2I I  ($39  95),  with  enough 
memory  for  up  to  429  such  listings,  and 
the  DF-212  ($49  95),  which  permits  users 
to  store  two  separate  numbers  for  each 
of  over  330  names  This  last  model  also  has 
a  security  code  to  protect  confidential 
information 

Seiko's  more  advanced  Executive  Phone 
Card  DF-260  ($59  95)  adds  scheduling  and 
memo  functions  and  a  100-year  calendar 
all  in  a  package  no  larger  than  the  other 
Phone  Cards  The  combined  memory 
capacity  of  the  telephone  directory  and 
schedule  function  is  280  listings,  letting 
users  store  phone  numbers,  appointments 
on  selected  dates,  or  short  notes  of  up  to 
1,000  characters  The  machine's  two-line 
LCD  screen  displays  a  total  of  20  charac- 
ters, longer  messages  scroll  across  the 
screen  And  like  its  siblings,  the  DF-260 
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runs  on  a  replaceable  lithium  battery,  wi 
an  additional  permanent  power  cell  th 
preserves  data  when  the  main  batte 
is  changed  (Most  models  have  simil 
backup  systems  ) 

In  the  same  size  category  the  Busine; 
Card  ($29  95),  by  Tele-Art  Instrumenl 
holds  500  names  and  numbers  and  h. 
automatic  alphabetizing,  currency  co: 
version,  security  coding,  and  a  convenie 
extra-wide  LCD  readout  that  displays  : 
characters  on  each  of  its  two  lines 

Designed  primarily  for  duty  as  an  ele 
tronic  spell-checker  and  thesaurus,  Smi 
Corona's  brand-new  Spell-Right  200  ($15*» 
will  nestle  comfortably  in  a  briefcas 
thanks  to  its  6,000-character  address  ai 
phone  directory,  calculator  currency  co 
verter  and  40-character  LCD  panel — not 
mention  three  built-in  word  games  that  a 
sure  to  enliven  those  slow  business  mec 
ings  An  internal  capacitor  briefly  backs  \ 
the  memory  when  the  four  AAA  batteri< 
are  replaced 


CHECK  IT  OUT 


As  data  organizers  increase  in  size, 
offer  more  features  Casio's  electronic  da 
managers,  all  about  the  size  of  a  checj 
book,  are  hinged  to  open  vertically  Wh 
opened,  each  model  consists  of  an  alph 
numeric  keypad  laid  out  in  the  sa 
"QWERTY"  format  standard  on  typewrit 
and  computer  keyboards,  while  the  t' 
holds  the  LCD  screen 

The  SF-3500  Digital  Diary  ($99  95)  has| 
16K  memory  a  schedule  function  that  pi 
mits  any  day"s  list  of  appointments  to 
recalled  from  a  full-month  calendar 
the  stroke  of  a  key  a  telephone  directoi 
memo  pad,  calculator  and  security  codin 
The  generously  proportioned  LCD  pan 
shows  16  characters  on  each  of  six  line( 
Power  comes  from  a  trio  of  lithium  pow' 
cells,  one  of  which  maintains  the  memo 
when  it  s  time  to  change  the  two  mam  baj 
teries  Under  normal  conditions,  the  ba 
teries  provide  about  130  hours  of  use,  Tf 
SF-4000  ($119  95)  is  identical,  with  X\ 
addition  of  a  32K  memory  that  offers  twic 
as  much  storage  space  for  a  nomin 
price  increase 

To  a  rock  "n"  roll  fan,  the  word  ""Boss"  mi 
mean  Bruce  Springsteen,  but  in  Casio 
vocabulary  "BOSS"  (Business  Organiz( 
Scheduling  System)  designates  the  conKpifw 
pany  s  snazziest  units  The  most  conspici 
ous  feature  of  the  three  models  comprislrbmpyjj^^ 
the  BOSS  family  is  an  ultrawide  scree 
that"s  the  LCD  version  of  Cinemascope 
With  32  characters  on  each  of  its  six  line 
the  screen  is  wide  enough  to  display  tw 
full-month  calendars  simultaneously — 
handy  aid  for  long-range  planning  Le; 
obvious  is  the  ability  of  BOSS  units  t, 
interface  with  IBM-PC,  XT  AT  and  PS/2  con  I 
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puters  and  compatibles  With  an  option; 
cable  and  software,  businesspeople  ca  rslailj^^ 
download  or  print  out  information  storej 


li 


Smith  Corona  introduces  the  worlds  first  laptop  word  processor. 

Facts  are  facts,  and  the  sad  fact  is  that  over  70%  of  the 
;ople  who  go  to  all  the  expense  of  buying  computers  and  all 
le  aggravation  of  trying  to  figure  them  out  end  up  using  their 
)mputers  mainly  for  word  processing  and  spreadsheets— 
Dthing  more. 

To  put  it  simply  the  last  thing  most  people  need  for  their 
■ord  processing  is  a  computer  What  they  do  need  is  some- 
ling  that  can  make  writing  reports,  drafting  letters  and  creat- 
g  spreadsheets  easier  and  less  expensive  than  any  computer 
'er  could— a  Smith  Corona  Laptop  Word  Processor 

To  call  the  Laptop  Word  Processor  user-friendly  is  an  un- 
:rstatement.  If  you  can  use  a  typewriter,  you  already  have  all 
le  skills  you  need.  In  fact,  you  don't  even  need  an  electrical 

For  more  information  on  this  product,  write  to  Smith  Corona  Corporation,  65  Locust  Avenue,  New  Canaan,  CT  06840 
or  Smith  Coiona  Canada,  440  Tapscott  Road,  Scarborough,  Ontario,  Canada  MIB  1Y4 


outlet.  With  the  optional  Rechargeable  Power  Pack,  you  can 
write  anywhere  for  hours. 

Of  course,  when  it  comes  to  features,  this  is  one  laptop 
that's  tops.  There's  a  16  line  by  80  character  display  a  built-in 
Electronic  Thesaurus,  the  Smith  Corona  Spell-Right*  Diction- 
ary, a  separate,  letter-quality  Daisy  Wheel  Printer,  our  optional 
CoronaCalc  "  Spreadsheet  program,  Sheet  Feeder  and  Carry 
Case,  plus  much  more. 

All  of  which,  we  think  you'll  agree,  make  the  Smith  Corona 
Laptop  Word  Processor  not      =-i|H||||e  ^^IUIITU 
just  an  intelligent  alternative  to  ^i-Ww^ 


the  personal  computer,  but  a 


CORONIV 


^^U     J--.-    '  .      PGRSONAL  WORD  PROCESSORS 

rather  distinct  improvement,     the  intelligent  alternative  to  the  pc  - 
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in  a  BOSS  machine,  or  get  ready  to  go  on 
the  road  by  transierringdata  from  an  assort- 
ment oi  software  programs  to  the  BOSS 

Al!  three  models  are  functionally  identi- 
cal, offering  a  business-card  file  for  client 
contacts,  telephone  directory  calculator 
memo  pad,  a  clock  set  for  1 27  cities  around 
the  world,  security  protection,  and  a  sched- 
uling system  with  both  an  alarm  to  signal 
upcoming  engagements  and  a  daily  time- 
line graph  that  shows,  at  a  glance,  which 
hours  of  the  day  have  been  booked  and 
which  are  free  Each  BOSS  machine  will  run 
for  about  85  hours  on  three  lithium  power 
cells  (one  of  which,  again,  preserves  stored 
data  during  battery  replacement)  The  32K- 
memory  SF-7000  ($219  95)  and  the  64K 
SF-7500  ($239  95)  have  flat,  touch-sen- 
sitive QWERTY  keypads,  the  64K  SF-8000 
($259  95)  differs  only  in  that  it's  equipped 
with  raised  keys,  which  some  may  find 
easier  to  use  when  entering  information 

Tele-Art  claims  that  its  Pocket  Memory 
($150)  IS  the  world's  smallest  32K  com- 
puter No  larger  than  an  ink  pad,  the  unit — 
whose  design  is  similar  to  the  Casio  ma- 
chines— sports  a  flip-up  cover  that  con- 
tains a  large,  24-character,  six-line  LCD 
readout  and  a  bottom  section  with  a 
QWERTY  touchpad  The  Pocket  Memory 
has  a  business-card  hie  that  automatically 
alphabetizes  and  cross-references  by  name 
and  company  hies  in  which  to  store  lists  of 
phone  calls  to  make  and  letters  to  write,  a 
separate  memo  pad,  calendar  calculator 
and  currency  converter  Step-by-step 
on-screen  directions  can  be  accessed  to 
help  users  put  the  machine  through  its 
paces  Back  in  the  ofhce,  the  Pocket  Memory 
— by  means  of  a  wireless  infrared  beam — . 
can  transfer  data  to  and  from  the  larger  64K ' 
Electrodex  ($225).  an  electronic  version 
of  a  Rolodex,  complete  with  rotating  ac- 
cess dial  Both  units  share  all  of  the  same 
featiin- 

1 

When  Sharp  introduced  the  Wizard 
($299)  last  year  the  resemblance  between 
electronic  diaries  and  computers  became 
even  more  pronounced  Not  only  can  the 
Wizard  move  information  between  itself 
and  a  computer  it  also  comes  with  its  own 
optional  software,  in  the  form  of  pro- 
granrimed  integrated  circuit  (IC)  cards 

The  wallet-size  Wizard  opens  like  a  book 
to  reveal  an  LCD  panel  and  a  slot  for  IC 
cards  on  the  left  side,  while  the  right  side 
displays  a  raised  keyboard  that's  divided 
into  three  tiers  buttons  that  activate  built- 
in  functions  on  the  top,  alphabet  keys  in 
the  middle,  and  numerical  keys  on  the 
bottom  Outfitted  with  an  expandable 
32K  memory,  the  '^Vizard's  permanent 
options — detailed  in  n  hefty  manual — in- 
■i.de  a  200-year  monthly  calendar  a  daily 

hedule  with  an  alarm  to  remind  the  user 
;it  imminent  appointments,  password 
ttion,  and  a  global  time  display  f<jr 
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more  than  200  cities  Any  entry  can  be  dis- 
played on  the  LCD  panel  in  either  standard 
size  (16  characters,  eight  lines)  or  double 
size  (10  characters,  four  lines)  for  clarity 
Three  replaceable  lithium  batteries — one 
of  which  serves  as  a  backup  power  sup- 
ply— provide  about  90  hours  of  use 

Wizards  can  transfer  data  among  them- 
selves via  a  cable  or  as  previously  men- 
tioned, interface  with  computers — either 
IBMs  and  compatibles  or  Apple  Macin- 
toshes But  the  real  key  to  unlocking  the 
Wizard's  full  potential  is  its  ability  to  run 
programs  stored  on  the  IC  cards  When  you 
insert  a  card  into  the  slot  below  the  LCD 
screen,  all  of  its  operations  are  highlighted 
on  labels  that  can  be  seen  through  the 
touch-sensitive,  transparent  screen  To 
access  any  function,  simply  press  the 
screen  above  the  corresponding  label  The 
Wizard's  optional  software  couldn't  be 
more  user-friendly 

By  the  end  of  the  year  when  new  IC  cards 
will  be  available  in  addition  to  those  al- 
ready on  the  market,  the  Wizard's  capabili- 
ties will  increase,  enabling  it  to  serve  as  a 
time/expense  log,  thesaurus/dictionary 
eight-language  translator  financial  cal- 


culator, spread  sheet  compatible  witt 
,Lotus  1-2-3  files,  modem  to  phone-lin 
with  home  office  computers  and  comme 
cial  data  banks,  and  a  guide  to  hotels,  res 
taurants,  and  sights  in  two  dozen  U. 
cities  Perhaps  most  welcome  of  all  will  b 
cards  that  provide  an  extra  32K  or  64K 
memory  both  of  which  will  significant! 
boost  the  Wizard's  storage  capacity 


A  MINI  PC 


The  British-engineered  Psion  Organis 
II  LZ  ($299)  IS  nothing  less  than  a  mini 
aturized  personal  computer — smallertha 
the  remote  control  units  of  many  televisio 
sets — that's  programmable  and  expand 
able  There's  an  international  flair  to  th' 
first  of  the  machine's  many  surprises;  It' 
trilingual  When  using  English,  for  exam 
pie,  pressing  O  turns  the  Organiser  off,  bu 
it's  F  for  fin  when  using  French  and  A  forau 
when  using  German  Next,  business  trav 
elers  will  find  the  world  time  display — thi 
most  comprehensive  found  in  a  hand-heh 
unit — very  useful  because  the  machin' 
automatically  gives  the  international  tele 
phone  dialing  codes  needed  to  reach  mos 
of  the  650  cities  and  countries  with  whici 
it's  programmed  By  setting  the  roster  c 
dialing  access  codes  to  one's  current  loca 
tion  (whichcan  beany  of  the  listed  cities),  i 
jet-setting  executive  can  usually  find  oii 
how  to  phone  home  without  any  troubl^ 

The  64K  Organiser  LZ  packs  a  standar 
assortment  of  data-management  fund 
tions,  including  an  engagement  diar^l 
multiple  notepads,  alarm  clock,  254-yea 
calendar  with  monthly  display,  and 
calculator,  all  of  which  read  out  on  th 
20-character,  four-line  LCD  panel  Optione 
cables  and  software  enable  the  unit  to  in 
terface  with  Apple  Macintosh,  IBM,  an 
compatible  computers  | 

What  most  clearly  differentiates  th 
Organiser  LZ  from  other  electronic  diarie 
are  two  slots  that  accept  solid-state  ac 
cessory  memory  and  software  packs  aniL 
the  on-board  presence  of  its  own  program 
ming  language  Acting  as  the  equivalent  cj 
a  desktop  computer's  disk  drives,  the  plug 
in  memory  modules  can  provide  up  to  1281 
of  storage  space  apiece  The  special  soft 
ware  programs  available  cover  such  appi 
cations  as  advanced  financial  calculation: 
investment  management,  spread  sheet  Cc 
pabilitiescompatible with  Lotus  1-2-3 file: 
spell-checking,  advanced  mathematic; 
word  processing,  typing  instruction,  trave 
advice,  and  nutritional  guidance 

With  OPL,  the  Organiser  Programmin 
Language,  users  can  write  and  store  the. 
own  programs  (facilitating  the  handling  c 
stored  data)  |ust  as  if  they  were  working  at 
PC  in  the  office  Under  normal  condition: 
the  single  nine-volt  alkaline  battery  the 
powers  the  Organiser  will  last  about  thre| 
months,  as  usual,  an  internal  backup  syE| 
tem  maintains  the  memory  briefly  whe 


the  battery  is  replaced 


Even  if  you  can't  always  fly  first 
class,  your  clothes  can. 

merican  Tourister  bags  have  room  for  many  things.  However,  compromise  isn't  one  of  them.  Many  have  inno- 


ative  features  Uke  space-saving  corner,  shoe  and  tie  pockets.  Or  our  locking  Gorilla 


Grip'  hanger  bracket  system.  And  every  bag-from  carry-on  to  pulIman-is  tested 


)ugh  to  stand  up  to  butter-fingered  bellboys  and  brutal  baggage  handlers.  So  for  the  dealer  nearest  you, 


all  1-800-635-5505. That  way,  even  your  pajamas  will  get  the  red  carpet  treatment.      Tourister  ^ 
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The  next  time  you're  in  Europe  tor  an 
extended  stay  (three  weeks  or  nnore), 
don't  rent  a  car,  lease  one  As  improbable 
as  it  may  sound,  there  are  organizations 
offering  short-term  leases  that  can  be  hun- 
dreds of  dollars  less  than  traditional  rent- 
als The  primary  reason  is  that  the  cost  of 
renting  a  car  m  Europe  typically  includes 
a  substantial  value  added  tax  (VAT|  In 
France,  for  example,  the  VAT  accounts  for 
28%  of  the  cost  of  a  rental  But  there  is  no 
VAT  on  a  lease 

There  are  other  advantages,  too  Al- 
though It  may  vary  from  program  to  pro- 
gram, a  lease  will  usually  include  insurance 
coverage  for  liability  fire,  theft,  zero- 
deductible  collision,  and  personal  and 
passenger  accident  m|ury  Road  assistance 
or  "breakdown  "  insurance  may  also  be  part 
of  the  package  or  available  for  a  nominal 
fee  A  rental,  on  the  other  hand,  doesn't 
offer  this  broad  coverage 

There's  also  no  mileage  restriction  on  a 
leased  car,  so  travelers  can  drive  as  much 
as  they  wish  without  extra  charges  And 
hnally  with  sufhcient  advance  notice,  driv- 
ers can  spfcily  the  exact  model,  equip- 
ment, and  even  color  they  want  A  leased 
car  IS  lirand-new,  rentals  seldom  are 


Leasing  is  not  lor  the  average  vacationer 
who  will  be  in  Europe  for  a  week  or  two 
Rather  it's  for  those  on  a  long  holiday  or  a 
business  posting  that  lasts  at  least  three 
weeks  The  minimum  lease  period  is  typi- 
cally 22  or  23  days,  with  essentially  no 
maximum  period  So  if  your  stay  in  Europe 
will  be  that  long,  the  savings  can  be  big, 
increasing  dramatically  with  the  length  of 
the  lease 

At  press  time,  a  maior  rental  ag,ency  was 
offering  a  midsize  Renault  19  GTS  for  $'343 
a  week,  or  $1,029  for  21  days,  including  VAT 
The  same  cir  on  a  lease  plan  from  Renault 
i800-22l-1052|  was  $893  for  three  weeks,  or 
S!34  less  Because  a  leased  car  can  be  re- 
turned with  an  empty  fuel  tank  without  a 
o-Micilty  [wh\\e  a  rental  car  must  be  filled  or 

M-  ri'nter  is  charged  for  the  necessary  gas), 
■:>jvings  could  be  even  greater  (Lease 

'    ■>.  by  the  way  usually  guarantee  their 
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ON  THE 
ROAD 


LEASING -RATHER 
THAN  RENTING-A 
CAR  IN  EUROPE 


prices  for  a  full  year  while  rental  prices 
fluctuate  with  the  exchange  rate  ) 

Rental  companies  frequently  have  long- 
term  special  packages,  so  it's  difhcult  to 
make  precise  comparisons  However  again 
at  press  time,  a  Renault  25  GTS,  a  large, 
luxury  sport  sedan,  was  available  through 
a  rental  agency  for  $2,220  a  month,  with 
3,000  free  kilometers  (1,860  miles)  and  28c 
for  each  additional  kilometer  That  car  on  a 
33-day  lease  from  Renault  was  $1,895  with 
no  mileage  restriction — a  $325  savings 
even  before  mileage  is  considered  More- 
over doubling  the  rental  price  for  a  two- 
month  stay  comes  to  $4,440  A  61-day 
Renault  lease  is  $2,455 — a  savings  of  $1,985 

lean  Gabella,  director  of  European  deliv- 
ery services  for  Renault  U  S  A  ,  Inc  ,  in  New 
York  City  thinks  Renault  was  the  first  com- 
pany to  offer  these  short-term  leases  It  all 
started,  Gabella  explains,  some  30  years 
ago  "There  were  many  French  living  in  Asia 
and  Africa  in  those  days  They  would  get 
long,  six-week  to  two-month  vacations 
when  they'd  come  to  France  Someone  at 
Renault  thought  it  would  be  a  good  idea  to 
offer  them  the  opportunity  to  drive  a  new 
Renault  at  a  very  reasonable  price  for  that 
long  stay  figuring  that  many  would  buy 
the  car  and  take  it  back  with  them 

"Over  the  years!'  Gabella  continues,  "  it 
became  more  of  a  promotional  thing,  and 
recently  it  has  become  quite  a  large  tour- 
ist business  Officially  it's  a  purchase/ 
repurchase  plan  The  customer  actually 


buys  the  car  then  sells  it  back  to  the  conrj. 
pany  at  the  end  of  a  predetermined  tim 


NO  IOU  j 


"Selling  it  back"  sounds  a  bit  compi 
cated,  but  it  isn't  Under  the  purchas 
agreement,  the  price  of  the  car,  less  th 
prepaid  "lease"  charge,  is  covered  by 
promissory  note  that's  simply  cancele 
once  the  car  is  returned 

Last  year,  Gabella  says,  Renault  wrot 
more  than  18,000  purchase/repurchas 
plans,  with  just  about  50%  of  the  custonr 
ers  coming  from  North  America 

Leases  are  available  from  severi 
sources  in  addition  to  Renault  Anothd 
French  car  company  Peugeot,  offers  leasei 
through  its  American  headquarters  in  Nei 
lersey  (201-935-8400),  and  Europe  ByCai 
one  of  the  largest  independent  operation  '< 
has  offices  in  several  US  cities,  with  th 
main  branch  in  New  York  (212-58I-304C 
Many  travel  agencies  are  also  familiar  wit 
various  lease  programs 

Although  variations  on  the  theme  wii 
change  the  details,  lease  deals  are  essei; 
tially  the  same  If  there's  timie,  check  oi 
several  offers  because  prices  for  the  sanr 
car  can  vary  dramatically 

Time  requirements  will  also  differ  br 
a  driver  typically  selects  a  car  and  pa; 
a  small  deposit  six  weeks  or  more  i^ 
advance  The  balance  is  paid  prior  to  d( 
parture  It's  usually  possible  to  arrange 
lease  on  very  short  notice,  but  with  far  les; 
chance  of  getting  a  desired  vehicle 

Although  free  pickup  and  drop  off  of 
car  IS  normally  available  at  locations  spei  < 
ihed  by  the  company  drivers  can  arranf 
for  pickup  and  drop-off  at  almost  any  poiij ,' 
in  Europe  But  if  the  locations  aren't  cei 
tral,  chances  are  there  will  be  an  exti 
charge  at  both  ends  With  Europe  By  C; 
for  example,  a  traveler  can  pick  up  a  VW  ( 
Audi  in  Frankfurt  for  $195,  and  return  it 
Amsterdam  for  $110  Finally  there  are  r 
restrictions  on  where  a  car  can  be  drive  ]|,; 
with  the  exception  of  the  USSR 

Nothing  matches  the  freedom  of  havir  IhjIjm 
your  own  car  in  Europe,  and  when  your  st<j 
goes  beyond  three  weeks,  nothing  matchd 
the  economics  of  a  short-term  lease,    I  ' 

 mm 
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PEOPLE  WHO  DONTTRAVEL 
ON  BUSINESS  CAN'T  APPRECIATE 
WHAT  A  BURDEN  IT  CAN  BE. 


"Any  messages?" 

If  you  travel  on  business, 
you  know  how  tough  it  is 
keeping  up  with  the  office. 
The  hourly  check-ins.  The 
countless  phone  calls. 

TM 

The  solution  is  SkyTel  s 
nationwide  pagers  with 
instant  voicemail  messaging. 

SkyTel  is  the  very  first 
communications  system 


that's  designed  for  business 
travelers.  And  it's  quickly 
becoming  the  system  of 
chou:e  for  the  heaviest  hitters 
in  the  Business  Week  1000. 

With  SkyTel,  you  don't 
have  to  check  in.  You  don't 
have  to  leave  a  trail  of  phone 
numbers.  Thanks  to  our 
satellite  technology,  you  can 
always  be  reached. 

In  a  matter  of  seconds. 


Here's  how  it  works. 
Whenever  you  travel  on  a 
business  trip,  you  carry  our 
compact  (2.5  oz.)  SkyPager: 
Then,  when  someone  needs 
to  reach  you,  they  can  simply 
dial  SkyTel's  800  number 
and  punch  in  your  code. 

SkyTel  can  reach  you  in 
every  major  city  in  America. 
In  office  buildings.  In  hotels, 
in  all  the  places  you  conduct 
business. 

There's  even  a  voicemail 
eature  (SkyTalk that  allows 
people  to  leave  you  voice 
messages.  So  you  can  stay 
on  top  of  your  business.  And 
on  top  of  your  competition. 

Find  out  more.  Send  the 
coupon.  Fax  it.  Or  better  yet, 
all  1-800456-3333. 

And  find  out  how  it  feels 
to  travel  on  business.  Without 
all  the  extra  baggage. 

I  1 


CaUt^O-456-3333. 

Or  fax  to  601-354  9036.  Or  mail  to 
SkyTel.  1850  M  St.  NW,  Suite  800. 
Washington.  D.C.  20036. 
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Sl^elA 

That  Great  Communications 
System  in  the  Sky. 
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For  big  wheels  who've  had  it  with  the 
airhnes'  hub-and-spoke  systems,  air 
charters  are  to  scheduled  flights  what 
limos  are  to  the  airport  bus  Charters  go 
where  executives  want,  when  they  want, 
and  stand  by  patiently  while  they  conduct 
their  affairs  These  private  planes  are 
the  only  way  to  reach  many  destinations 
without  spending  significant  downtime  in 
connecting  airports  And  because  charters 
can  serve  12,000  U  S  landing  facilities — 
compared  with  the  500  served  by  the  air- 
lines— they  may  well  be  the  only  way  to  get 
there  at  all  without  a  long  drive 

In  1988,  7,300  aircraft  of  various  types 
Hew  more  than  3  million  hours'  worth  of 
charter  flights,  continuing  the  industry's 
recent  5%  to  lO'X. annual  growth  while  scor- 
ing a  94%  customer-satisfaction  rate  As 
for  safety  m  1988  the  accident  rate  (which 
includes  serious  damage  to  the  plane, 
serious  miuries,  and  fatalities)  for  charter 
operations  continued  a  three-year  decline 
to  3  36  per  100,000  flight  hours— the 
lowest  figure  in  more  than  a  decade 


While  businesspeople  use  charters  for 
very  reason  under  the  sun,  most  uses 
il  into  two  basic  categories  New  clients 
imally  start  with  what  lames  C  Chris- 
■     .en,  president  of  let  Aviation  Business 
■f  Teterboro,  New  jersey  calls  the  "re- 
•   !  •      critical  need  This  can  be  a  cor- 
■'     ikeover,  an  emergency  withm  the 
■  •■  y.  or  any  situation  that  requires 
-  .'.'I'lentiality  total  flexibility  and 


virtually  immediate  response  We  call  this 
the  'Marge,  get  me  a  jet!'  scenario  " 

The  other  major  category  of  charter  use 
IS  travel  to  destinations  where  scheduled 
airline  service  is  inadequate  If  business 
travelers  want  to  fly  from  New  York  to  Chi- 
cago or  from  Los  Angeles  to  Dallas,  plenty 
of  airlines  are  ready  when  they  are  But  if 
you  live  in  Wichita  and  need  to  visit  a  plant 
in  Fort  Smith.  Arkansas,  in  the  morning, 
address  a  Rotary  luncheon  in  Smyrna.  Ten- 
nessee, touch  down  to  check  out  a  supplier 
in  Decatur.  Illinois,  parley  with  salespeople 
in  Sioux  City  and  return  to  Wichita  early 
enough  to  get  some  sleep  before  tomor- 
row's board  meeting,  you'd  better  find 
a  charter 

While  private  lets  are  never  inexpensive, 
some  applications  are  more  cost-effective 
than  others  "Charters  make  the  most  eco- 
nomic sense  when  you  have  to  go  to  air- 
ports not  generally  covered  by  commercial 
airlines,  you  have  four  or  more  passengers, 
and  the  flight  is  limited  to  about  ninety 
minutes!"  says  lohn  D  McPhilimy,  president 
of  Executive  let  Aviation,  a  national  charter 
fleet  based  in  Columbus,  Ohio 

The  four-or-more  passenger  criterion 
works  for  the  same  reason  thiat  sharing  a 
taxi  does:  The  "fare"  is  the  same  regardless 
of  the  number  of  passengers  (the  capacity 
IS  normally  six  to  eight)  For  example,  one 
of  Executive  let  Aviation"s  planes,  an  eight- 
seat  Dassault  Falcon  20  two-engine  jet, 
costs  anywhere  from  $1,874  to  $2,114  an 
hour  With  four  passengers,  the  charter 
would  run  from  $468  to  $528  per  person  per 


hour  (known  as  "'seat  hour"'  in  charte 
hngol.  about  double  the  rate  for  comme: 
cial  airliners,  but  within  the  realm  of  ecc 
nomic  possibility  It's  prudent  to  restric 
flights  to  90  minutes  (500  to  550  Ian 
miles)  because  the  per-seat-hour  differer 
tial  is  multiplied  on  longer  trips  In  som! 
rare  instances,  charters  can  actually  cos' 
less  than  regularly  scheduled  flights — thej 
is.  if  the  price  of  lodging,  meals,  car  rental; 
and  so  on  is  figured  in  when  inconveniett 
flight  times  force  a  small  group  to  make  aj 
undesired  overnight  stop 

So  the  concept  is  appealing,  but  "wh 
you  gonna  call''""  Probably  not  a  trav(| 
agent  Except  for  a  few  large  corporatj 
travel  planners  located  in  major  citiej 
most  agents  simply  don't  know  the  te! 
ritory  The  best  way  to  find  a  reliablj 
charter  is  by  word-of-mouth  recommer 
dation  from  satisfied  customers  Barrin 
that,  the  yellow  pages  have  listings  for  'Ai 
craft  Charters " 

For  those  who  are  serious  about  cu 
tom-fitted  private  planes,  The  Air  C^artl 
Guide  (Box  2387,  Cambridge,  MA  0223!| 
617-354-7655)  is  the  source  to  check  ouj 
Published  semiannually  the  ACG  inciudej 
all  certified  'on  demand  airtaxi "  orchart(j 
operators  in  the  United  States  and  its  po:j 
sessions  Each  entry  lists  business  addre;] 
and  phone  number,  certificate  number  (li 
cense),  years  in  business,  available  aircrai 
and  year  of  manufacture,  seating  capacit, 
amenities,  and  cost  of  each  plane  Entrifj 
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of  thoughtfulness  are  common  at  Sheraton  because  we  know 
that  caring,  personal  service  is  the  best  way  to  keep  you  com- 
ing back  to  our  hotels,  inns,  and  resorts 

So  when  you  stay  at  a  Sheraton,  don't  be  sur-  '^^^J. 
prised  that  the  concierge  knows  your  r>«  ^ 
name,  even  if  it's  your  first  visit.  That  lortOI^cllOKl 
your  waiter  offers  to  pour  you  The  hospitality  people  of 
another  cup  of  coffee  instead  of  waiting  for  you  to  X[T][F 
ask  Or  that  your  request  for  extra  towels  for  the 
kids  is  granted  immediately  and  with  a  smile. 

Sheraton  may  be  a  large,  worldwide  hotel  group  with 
nearly  500  hotels,  inns,  resorts  and  suites  in  64 
countries  But  there's  one  thing  that  every  Sheraton 
employee  is  trained  never  to  forget:  when  it 
comes  to  our  guests,  little  things  mean  a  lot 
For  reservations  and  information,  call 
800-325-3535  or  your  travel  agent. 
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ERATON  UTILE  THINGS  MEAN  A  LOT  •  AT  SHERATON  LITTLE  THINGS  MEAN  A  LOT  •  AT  SHERATON  LITTLE  THINGS  MEAN  A  LOT  •  AT  SHERATON  LITTLE  THINGS 

Someone  once  said  that  good  hotels  do  the  big  things 
Great  hotels  do  the  little  things 

We  couldn't  agree  more  Which  is  why  Sheraton  people 
are  dedicated  to  doing  the  little  things  that  make  such  a  big 
difference  to  our  guests 

For  instance,  a  doorman  at  one  Sheraton  keeps  a  supply 
of  safety  pins  behind  the  lapel  of  his  coat  Why'!'  Because  he 
knows  that  guests  rushing  off  to  a  meeting  or  a  wedding 
often  find  themselves  with  missing  buttons,  broken 
zippers,  and  fallen  hems. 

A  manager  at  another  Sheraton  went  above 
and  beyond  the  call  of  duty  by  lending  his 
own  shoes  to  a  guest  It  seems  the  gentle- 
man had  a  job  interview  early  one 
morning  and  had  forgotten  to 
bring  dress  shoes  (Happily,  he 
got  the  job.) 

Uncommon  acts  ^^^^^H^i  ^^^^^  ^ 
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At  Sheraton  Limil-iiNGS  Mean  A  Lot 


1ERATON  LITTLE  THINGS  MEAN  A  LOT  •  AT  SHEK,nON  LITTLE  THINGS  MEAN  A  LOT  •  AT  SHERATON  LITTLE  THINGS  MEAN  A  LOT  •  AT  SHERATON  LITTLE 


THINGS 
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also  cover  countries  where  the  operator 
may  tly,  association  nnemberships,  pilot 
staffing,  and  the  operator's  principal 
source  of  business  To  help  users  estimate 
flight  costs,  the  ACG  includes  air  distances 
between  200  pairs  of  cities  and  relevant 
data  (cruise  speed,  range,  seating  capacity, 
pressurization,  and  various  diagrams)  for 
more  than  500  aircraft 

Although  the  ACG  makes  every  effort  to 
verify  the  facts  provided  by  charter  oper- 
ators, inclusion  guarantees  neither  relia- 
bility nor  solvency  "All  charter  operations 
are  not  created  alike!'  says  publisher/editor 
Frederick  C  Gevalt  III  "Quality  and  cash 
flow  in  the  aviation  business — whether  it's 
a  maiorcarrierorXYZ  AirCharter — tend  to 
go  hand-in-hand-  So  if  somebody  suddenly 
hnds  half  his  fleet  impounded  by  the  sher- 
iff or  he  has  been  hit  with  a  lot  of  back 
taxes,  a  perfectly  well-run  charter  opera- 
tion can  turn  into  a  shambles  overnight  " 

Although  there  are  no  rules  of  thumb  for 
determining  absolute  dependability  hard 
facts  can  support  some  good  judgment 
calls  All  things  being  equal,  business  trav- 
elers will  probably  be  better  served  by  es- 
tablished operators  than  by  newcomers 
Likewise,  choose  a  company  that  uses 
state-of-the-art  aircraft  over  one  with 
older — though  possibly  equally  reliable — 
equipment  Be  prepared  for  sticker  shock, 


but  beware  of  bargain  rates  "We  find  a  lot 
of  price  sensitivity  at  the  lower  end,  in  the 
$200-to-$400-an-hour  range!'  says  Gevalt 
"But  as  clients  work  their  way  up  into 
lets,  price  sensitivity  drops  off  in  favor  of  a 
more  sophisticated  focus  on  quality  of  the 
equipment  and  reliability" 


GOING  FOR  THE  BROKER 


One  industry  subspecies  that  can  lead 
executives  through  the  thicket  is  the  air- 
charter  broker  Brokers  don't  own  or  oper- 
ate aircraft,  they  arrange  deals  and  collect 
commissions  from  the  suppliers  Charter 
brokers  can  be  especially  helpful  to  inex- 
perienced clients  or  those  who  are  shop- 
ping for  charters  outside  their  normal  area 
of  operations  "A  travel  planner  can  get 
a  copy  of  the  yellow  pages  or  the  ACG 
and  call  twenty-five  different  operators,' 
says  Dara  Zapata,  president  of  Flight  Time, 
a  Boston-based  broker  that  operates 
worldwide  "But  the  planner  wouldn't  know 
if  the  companies  really  have  the  planes, 
how  much  insurance  they  carry,  their 
standing  with  the  FAA,  and  myriad  other 
things  good  brokers  have  at  their  finger- 
tips"" Brokers  can  also  negotiate  lower 
steady-customer  rates,  and  arrange  flights 
on  corporation-owned  jets  that  possess 
the  Part  135  Certificate  required  for  public 
charters. 


Charter  operators  themselves  fall  in 
two  basic  categories  Fixed-Base  Operate 
(FBOs)  work  out  of  one  airport  and  offe: 
full  range  of  aviation  services:  refuelir 
maintenance,  aircraft  sales,  and  air  ch 
ters  Although  FBOs  provide  about  7( 
of  U  S  charters,  their  scope  of  op( 
ation  and  choice  of  aircraft  are  usua 
very  limited 

Independent  charter  operators  are  e 
tirely  dependent  on  selling  charter  fligh 
They  usually  handle  larger  and  more  ( 
verse  fleets,  and  offer  more  sen/ice  optior 
A  variation  on  the  independent  chart 
operator  is  the  fleet  manager,  who  staf 
maintains,  insures,  and  runs  leased  equi 
ment  under  contract 

A  good  company  can  make  life  very  ea 
When  clients  call,  the  only  informati 
they  need  to  provide  is  where  they  wa 
to  go,  their  time  frame,  and  the  numb 
of  passengers  The  charter  operator  w 
recommend  appropriate  aircraft  and  c 
termine  the  most  convenient  airpor 
Although  most  operators  don't  include  i 
flight  catering  in  the  basic  rate,  they'll  of 
to  provide  cold  snacks  They'll  also  ma 
ground  arrangements  At  metropolitan  a 
ports,  they  can  have  rental  cars  dispatch 
to  the  appropriate  terminal  from  the  ma 
rental  lot,  in  more  remote  destmatioi 
they  may  book  taxis  or  limos. 


This  will  get  you  toTokyo 
in  about  14  hours. 


This  will  get  you  back  to  the  US. 
in  about  14  seconds.  ##c- 


AT&T's  USADIRECT®  information  card  makes  it 
easy  to  call  home  when  you're  overseas.  Just  dial  the 
USADIRECT  access  number  for  the  country  you're 
calling  from  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  US.  within  seconds.  Use  your  AT&T 
Card  or  call  collect.  It's  fast.  It's  economical.  And  it's 
available  in  over  50  countries.  For  your  information 
card,  just  call  1  800  874-4000,  Ext.  301. 
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The  First  Grand 
HotdWthBoth 
FeetlnThe 
20th  Century 

At  Four  x-asotis,  wc  assume  your  idea  ol  a  successful  business  trip 
doesn't  include  travelliiii',  backwards  in  time.  Which  is  why  we're  the  first 
grand  hotels  ever  to  otter  y(  )u  every  modern-day 
convenience.  As  well  as  an  uncanny  ability  to  i^^^ 
anticipate  your  needs,  rather  I  han  reaetto  them.  Sp^ 

This  will  make  your  stay  an  experience      pjrjl  IT  ^PPlQnnQ 
you'll  want  lo  repeat.  Throu,;hout  the  20th      '  UUI  JC:Cl3UI  13 
entury  It  not  the  21sl.  HotelS»ReSOltS 

.    'ITEDS'iA'iliS:  Aml/n.  Bmtnii.  (J"i,i<jo(TheRitz-C.iirlt(in).  Clmum.  linustimiCmUr),  Homtan 
I  imiimtkPiirh,  Im  Anf^c/a.  New  )oi)  I'lhc  I'lerrt).  Nnipiirl  Beach,  CA..  I'hiLukllilvu,  San 
(I,  Smltle.  Wad)in^liin  D.C.  C.ANAI">A:M(mln,il.  Ottawa.  Tnnmlo.  'rimit/lnl Imtimt/xParkj. 
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^PREQUENTV 
=TRAVELER= 


FLIGHT  FEES 


Most  aircraft  are  chartered  by  tfie  hioi 
according  to  time  actually  spent  in  tfie  a  i 
and  total  costs  are  determined  by  the  si2  ii 
of  the  plane,  air  speed,  and  various  oth( 
factors  Strong  tail  winds  cut  prices,  hole 
ing  patterns  and  weather-induced  dive  ; 
sions  increase  them  txecutive  let  Aviatio  i 
of  Columbus,  Ohio,  for  example,  charge  ; 
from  $484  to  $546  an  hour  for  a  six-pa;  > 
senger  Beech  King  Air  two-engine  propH  i 
with  a  cruising  speed  of  247  mph  an  " 
a  range  of  1,434  miles  Some  operatoi  i 
charge  on  the  basis  of  actual  mileage  flow  i 
rather  than  time  spent  in  the  air  | 

While  many  operators  include 
charges  in  their  base  price,  others  bi 
some  parts  of  the  trip  as  surcharges  Extr 
may  include  takeoff  and  landing  fee 
ramp-parking  fees,  deicing,  preheatin 
hangar  storage,  and  taxes  Time  spei 
waiting  for  a  meeting  to  end  usually  rur 
from  $50  to  $100  an  hour  up  to  a  specifi 
maximum,  after  which  there's  an  overnigl 
charge  of  $75  to  $275,  plus  the  pilot's  ar 
crews  (if  any)  room  and  board  Except  f< 
some  of  the  large  fleets,  charter  compani( 
bill  for  "positioning "  aircraft  fordepartur( 
from  (and  returns  to|  airports  other  the 
those  at  which  the  aircraft  are  based 

Charter  flights  are  certainly  convenier 
and  they're  also  extremely  private,  secur 
and  reasonably  comfortable  Though 
bit  more  difficult  to  enter  than  jetliner 
charter  planes  are  usually  equipped  wil 
fold-down  tables  and  reclining  seats,  whic 
are  in  a  face-to-face  "club  seating"  confi 
uration  that's  conducive  to  in-flight  co 
ferences  Cabin  noise  can  range  fro 
the  loudness  of  single-engine  aircraft 
executive  jets  that  rival  the  quietest  wic 
bodies  Many  private  planes  have  tel 
phones  (with  clear  fax  transmission  abo 
a  year  away),  and  most  have  some  sort 
lavatory  facility 

Charters  can  be  costly,  and  profliga 
use  may  lead  to  uneasy  moments  at  tt 
next  stockholders'  meeting  But  when  bu 
ness  travelers  absolutely,  positively  ha 
to  be  there,  charter  flight  literally  may  t 
the  only  way  to  go 
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REPEAT  PERFORMANCE 


slQlFAX 

987  The  Sharp 

rand  outsold  all  fax 
lachines  in  1987— for 
ood  reasons.  Sharp 
ikes  the  most  advanced 
;chnology  and  makes  it 
ffordable.  Sharp  has  a 
ill  line  of  networkable 
lachines  designed  to  grow 
nth  your  business.  What  did 
harp  do  for  an  encore? 


NO.  1  FAX 

1988  :  The  Sharp 

brand  outsold  all  other  fax 
machines— again.  Sharp 
machines  offer  the 
features— auto-dial,  auto- 
feed,  auto-cutter,  send-later 
and  sixteen-shade  halftone 
transmission— that  every 
business  wants  at  a  price  they 
can  afford.  To  learn  more,  call 
 SHARP 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


CAN  McRIBS  AND  PIZZA  MATCH 
EGG  McMUFFIN'S  SUCCESS? 


FAST  FOOD  I 


MCDONALD'S 
STOOPS  TO  CONQUER 


To  stay  ahead,  it's  trying  discounts  and  risky  new  menus 


For  McDonald's  Corp.,  offering  dis- 
counts on  burgers  and  fries  has  al- 
ways left  a  bad  taste.  Like  fast 
food,  the  practice  can  be  habit-forming, 
and  it  isn't  especially  healthy.  But  after 
years  of  price  hikes,  the  No.  1  fast-food 
chain  is  charging  more  than  $2  in  some 
markets  for  a  hamburger  with  lettuce 
and  tomato — while  a  wave  of  specials 
has  some  rivals'  burgers  selling  for  less 
than  a  buck.  That's  one  reason  that  U.  S. 
sales  per  McDonald's  store  sank  an  in- 
flation-adjusted 67'  during  the  1989 
second  quarter. 

Now,   McDonald's   is  grudgingly 
stepping  up  its  previously  meager 
discounting  efforts — and  that  spells 
indigestion  for  the  $60  billion  fast- 
food  industry.  With  a  $1  billion  mar- 
keting budget — about  twice  No.  2 
Burger  King  Corp.'s — McDonald's 
should  have  the  upper  hand.  But  in 
local  price  wars,  even  mighty  Mac  is 
vulnerable.  And  the  discounting  is 
just  one  of  several  risks  M<  Donald's 
has  been  forced  to  take  lately.  As  it 
fights  for  growth  in  a  sluggish  .rar- 
k''t,  McDonald's  is  also  tinkering  wilh 
'Is  recipe  for  success  by  launching 
•  istly  restaurant  expansions  and 
vi'Kv  new  products. 
T'  e  changes  at  McDonald's  come 
i  lir  midst  of  an  industrywide  food 


fight.  With  sales  growth  creeping  along 
at  about  67'  this  year,  down  from  dou- 
ble-digit growth  in  the  late  1970s,  fast- 
food  chains  are  frantically  trying  to 
steal  customers  from  each  other. 
Wendy's  International  Inc.  has  a  net- 
work TV  campaign  trumpeting  its  "Super 
Value  Menu"  featuring  a  99$  junior 
cheeseburger.  Some  Burger  King  stores 
are  offering  similar  deals.  Taco  Bell  is 
selling  tacos  and  burritos  for  59$  a  shell. 
"These  guys  are  crazy,"  says  Don  Bai- 
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A  MENU  OF 
FAST-FOOD  DISCOUNTS 

McDonald's  offering  99<t  quarter-pound 
cheeseburgers  and  59$  cheeseburgers  in  some 

markets  Regularly  $1.90  and  79e*  

WENDY'S  Rolling  out  Super  Value  Menu,  fea- 
turing  99$  junior  bacon  cheeseburgers  and  99$ 

chili  Rcgiila Hy  $1. 05  and  $1. 19  

KENTUCKY  FRIED  CHICKEN  Offeiing  a  $1  99 
special  on  a  chicken  sandwich  and  French  fries 

Regularly  $2.44  

TACO  BELL  Selling  tacos  and  burritos  for  59$  a 

shell  Regularly  79(  and  $1.07  

HARDEE'S  Will  offer  a  $1.99  deal  on  a  regular 
roast  beef  sandwich  and  medium  soft  drink  in 
various  markets  Regularly  $2.39 

*AII  regular  prices  based  on  Midwestern  markets 
DATA: BW 


ley,  a  McDonald's  franchise  owner 
Los  Angeles.  "I  don't  see  how  the 
make  any  money." 

McDonald's  isn't  planning  any  natic 
wide  specials.  But  it  is  chipping  away 
prices  in  local  markets.  In  Chicago,  i 
offering  a  99$  Quarter  Pounder  wi 
cheese  whenever  the  Chicago  Bears  w 
a  football  game  and  a  deal  on  fries  wh 
they  lose. 

ANATHEMA.  Discounts  have  their  uses 
this  brutal  business.  They  can  increa 
traffic  during  slow  winter  months  a: 
boost  sales  of  a  sagging  menu  item.  B 
too  much  price  slashing  of  a  Big  Mac 
a  Whopper  could  cheapen  a  chain's  pre 
uct  in  the  eyes  of  consumers,  and  tha 
why  discounts  have  usually  been  anatl 
ma  at  image-conscious  McDonald's.  "I 
certainly  not  the  answer  for  the  loi 
term,"  says  McDonald's  Chief  Financ 
Officer  Jack  M.  Greenberg. 

The  fast-food  chains  may  not  ha 
much  choice,  though.  Supermarket  del  31 
convenience  stores,  gas  statior  teer, 
home  delivery,  and  microwaveat  ler 
products  all  compete  for  the  sar 
"share  of  stomach,"  in  food-indust 
parlance.  And  in  an  era  of  growii 
fear  of  frying,  the  burger-and-fri 
combo  is  becoming  less  of  a  stap 
"The  chains  that  try  to  do  away  wi 
discounting  will  be  in  trouble  un 
they  change  their  menus  to  refl^ 
customers'  needs,"  says  Denny  j 
win,  a  Burger  King  franchisee. 

With  the  takeout  market  growii 
at  a  207'  rate  and  microwave  ove 
now  in  most  American  kitchens,  fa 
food's  biggest  foe  may  be  the  tre: 
toward  eating  at  home.  Kentuc. 
Fried  Chicken  thinks  so:  It's  testii 
home  delivery  in  three  markets.  IV 
Donald's  hopes  to  lure  people  ( 
their  couches  with  its  "Meal-And- 
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MARKE* 


Chrysler's  NewTown  &  Country 
The  First  Luxury  Minivan. 

What  good  is  having  more  leather  than  a  limousine, 
if  it  doesn't  have  engineering  we  can  guarantee  for  7  years  or  70,000  miles?' 


It  stands  to  reason  that  the  creators  of 
e  first  minivan  should  take  the  next 
olutionary  step:  the  first  true  luxury 
nivan. 

And  it  is  an  impressive  step.  Seats 
th  an  abundance  of  soft  gathered 
ither.  Air  conditioning,  front  and  rear, 
/erhead  console  with  compass  and  out- 


side  temperature  readout.  Infinity  II 
Sound  System.  And  more.  All  standard, 
of  course. 

But  Chrysler  engineers  believe  the 
essence  of  luxury  is  advanced  engineer- 
ing. And  Town  &  Country  does  not  dis- 
appoint. A  new  3.3-liter,  multi-point  fuel- 
injected  V-6**  that  delivers  90%  of  its  full 
torque  at  just  1,600  rpm. 
In  plain  prose... when 
you  step  on  the  gas, 
it  goes. 


And  Ultradrive.  Without  question,  the 
world's  most  advanced  transmission. 
Ultradrive  constantly  adjusts  to  changes  in 
speed  and  road  conditions  over  140  times 
a  second -shifting  into  precisely  the  right 
gear  at  precisely  the  right  moment.  The 
result  is  a  remarkably  smooth  ride  and  im- 
proved fuel  efficiency. 

Town  &  Country  offers  you  another 
aspect  of  luxury.  Engineering  confidence. 
Its  powertrain  is  backed  by  the  longest 
minivan  warranty  in  the  industry:  7  years 
or  70,000  miles. 

Chrysler's  new  Town  &  Country. 
America's  first  and  most  luxurious  minivan. 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler-  Plymouth  Dealer 


C  fir  yslff 


There  Is  No  Luxury  Without  Engineering. 

♦Covers  engine,  powertrain  and  against  outerbody  rust-through.  See  limited  warranty  and  its  restrictions  at  dealer. 
**3.3-liter  V-6  engine  in  production  after  July  '89.  (3.0L  V-6  Mitsubishi  engine  in  earlier  models.) 


Daewoo's  wide  range  of  innovation  includes  highly  advanced  computers 


Daewoo's  innovative  minds  have  put 
Daewoo  right  at  the  frontier  of  the  new 
technology.  This  is  particularly  true  with 
computers.  Daewoo  recently  built  a  major 
facility  to  manufacture  a  highly  advanced 
computer  chip.  The  fact  is,  Daewoo  invests 
a  large  part  of  its  earnings  not  only  in  the 
R&D  to  develop  a  better  product,  but  in 
the  manufacturing  technology  that  will 
deliver  that  better  product.  By  placing  a  big 
emphasis  on  innovation,  Daewoo  has, 
in  just  over  20  years,  become  a  leader 
in  such  diverse  industries  as  computers 
and  heavy  machinery,  aeronautics  and  auto- 
mobiles, shipbuilding  and  telecommunica- 
tions. Find  out  how  Daewoo's  innovative 
minds  can  help  your  company  to  grow. 


Daewoo  International  (Amenca)  Corp.  (212)  909-8200. 


The  place  to  go  for  a  good 
B-school  education? 


THE  BEST 

BUSINESS 
I  SCHOOLS 


Try  your  local  bookstore. 

Business  Week  s  Guide  to  tlie  Best  Business  Scliools. 
li  s  not  just  a  guide,  it  s  an  education. 

SI 2.95  at  Ix.oksto.vs.      call  toll-five  1 -aOO-2-MCGR AW  limi 


Ibkecaieof 

business. 
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Four  years  ago  Harley-Davidson 
was  running 
on  empty... 


Today  they're  burning  rubber. 


In  1985  America's  only  motorcycle  maker  was  seven 
short  days  from  bankruptcy.  Since  then  Harley-Davidson 
has  become  a  lean,  mean  high-productivity  machine  — 
with  operating  profit  that's  gone  fi^om  0  to  $60  million  in 
three  years  flat.  Their  incredible  turnaround  is  bankable 
proof  that  quality-conscious  American  manufacturers 
can  take  on  world-class  competition. 

Now  the  lessons  that  Harley's  top  management 
learned  the  hard  way— about  customer  satisfaction, 
employee  involvement,  Japanese-style  just-in-time 
inventory  and  statistical  operator  control,  and  more- 
are  yours  to  apply.  More  than  the  rousing  story  of  an 
American  legend  back  from  the  brink.  Well  Made  in 
America:  Lessons  From  Harley-Davidson  on  Being 
the  Best  packs  real-world  strategies  you  can  use  to 
supercharge  your  firm's  quality,  productivity,  morale, 
market  share  and,  yes,  profitability. 

In  fact.  Well  Made  in  America  is  an  "owner's  manual" 
for  any  business  that  wants  to  race  with  the  best.  If 
yours  isn't  running  full  throttle,  pull  over  and  read  it. 

Just  published,  226  pages,  16  pages  of  photographs 
0-07-026500-3/$19.95 

"The  story  is  heartening,  not  just  because  it's  an 
American  success  against  the  Japanese,  but  be- 
cause all  of  us  can  learn  from  it  and  it  doesn't  take 
millions  of  dollars  and  high  technology  to  start 
today. " 

—Tom  Peters,  The  Tom  Peters  Group 


At  your  local  bookstore  or 
call  toll-free 

1-800-2-MCGRAW. 


McGraw-Hill  Business  Books- 
Looking  Good  Season  After  Season 
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enting 
Info  Image 
solutions. 

A  totally 
new  kind 

of  imaging 
system: 
Practical. 


1^ 


The  promise  of  imaging 
technology— computer  storage 
and  management  of  essential 
documents,  and  elimination  of 
your  paper  burden.  It's  a  promise 
many  computer  vendors  are  still 
struggling  with. 

It's  a  promise  Unisys  has  kept. 

Presenting  the  Info  Image  suite 
of  practical  imaging  solutions. 
Integrated,  total  systems  designed 
around  your  business. 

Solutions  that  work  with  your 
existing  computer  environment. 
Practical  imaging  solutions  only  a 
total  information  systems 
company  can  give  you. 

Take  Info  Image  HPS,  a  virtual 
money-making  machine  for  banks. 
It  digitizes  checks  to  process  them 
faster  than  any  conventional 


system.The  cost  of  operation 
drops  dramatically  while 
throughput  increases. 

There's  Info  Image  EDMS, 
our  Engineering  Document 
Management  System.  It  reduces 
the  costs,  errors  and  delays 
associated  with  managing  and 
distributing  engineering 
documentation. 

More  imaging  solutions  are  on 
the  way. They're  based  on  modular 
implementations  and  open 
architectures  to  work  with  your 
existing  environment. They  all 
upgrade  for  more  capacity  and  new 
technology. 

If  you're  looking  for  imaging  I 
technology  that's  real  and  practical, 
instead  of  practically  real,  call  for 
our  free  demonstration  diskette. 

UNISYS  AND  YOU 
The  power  of* 


to  see  what  Info  Image 
technology  can  do  for  you. 


=G©lriomics 


Commentary/by  Michael  J.  Mandel 


ROLL  OUT  AMERICA'S  RED  CARPET  FOR  THE  SKILLED 


When  it  comes  to  immigration, 
Americans  iiave  always  been 
of  two  minds.  Waves  of  new- 
comers seeking  freedom  and  a  better 
life  built  this  countrj',  yet  their  pros- 
perous descendants  have  regularly 
tried  to  slam  the  door  on  later  arrivals. 
When  unemployment  seemed  stuck  at 
7%  in  1986,  fears  of  being  overrun  by 
illegal  workers  helped  prompt  passage 
of  the  Immigration  Reform  &  Control 
Act.  Now,  in  a  more  benign  economic 
climate,  the  Senate  has  passed  another 
immigration-reform  bill — but  this  time 
with  the  aim  of  encouraging  the  legal 
entry  of  skilled  immigrants. 

Opening  the  gates  cer- 
tainly makes  sense. 
Economists  have  shown 
that  immigrants  do  not 
steal  employment  away 
from  native-born  work- 
ers. Instead,  in  the  short 
run  they  mainly  compete 
with  slightly  earlier  ar- 
rivals from  the  same  re- 
gion. And  in  the  long  run 
the  new  immigrants  help 
create  as  many  jobs  as 
they  fill,  bringing  skills 
and  initiative  to  the  U.  S. 
MERIT  INCREASE.  Indeed, 
while  the  Senate  bill  is  a 
good  start  toward  wel- 
coming productive  for- 
eigners to  our  shores,  it 
doesn't  go  far  enough. 
Refugees  and  relatives 
of  U.  S.  residents,  as  be- 
fore, would  have  a  good 
shot  at  being  admitted. 
But  a  new  category  of 
"independent  immi- 
grants'—skilled, educat- 
ed workers  without  employers  to  spon- 
sor them — would  be  granted  only 
54,000  visas  a  year.  That's  a  surprising- 
ly low  number,  given  the  growing  hue 
and  f.rj  about  the  deteriorating  quality 
of  M.  S.  workers.  Raising  this  ceiling 
•"'i.ilo  ease  the  skill  shortage. 

Tii':  n^v/  bill  would  upgrade  the  flow 
of  n-sy  v.  '-.ri-ers  by  using  a  point  sys- 
tfc>  ■  '•'■-t  <ay-ji'5  apphcants  with  educa- 
tii..r  ;  ,  '  .y^eded  skills.  Canada  and 
Aus  •  ihr  other  main  destinations 
for  ii,  '  •(^-'•ants,  have  had  si  A  a  sys- 
tem 1  .  ars.  Says  econon  r  George 
Boi-jas      i;-e  University  f^t  C  alifornia 


at  Santa  Barbara:  "The  typical  immi- 
grant arriving  in  Canada  has  more  edu- 
cation than  the  tj'pical  native." 

Even  without  a  change  in  the  rules, 
however,  recent  immigrants  have 
shown  surprisingly  high  levels  of  train- 
ing. According  to  Census  Bureau  fig- 
ures, a  new  arrival  is  more  likely  than 
a  U.  S.  native  to  be  college-educated 
(table).  And  in  1988,  23"^^  of  immigrants 
reported  their  occupation  as  manager, 
professional,  or  technician — a  percent- 
age similar  to  that  found  in  the  overall 
U.  S.  work  force. 

Thus,  simply  increasing  the  level  of 
legal  immigration  would  add  skills  to 


BRING  SKILIS  TO  THE  U.S. 


Immigrants 
entering  in  1988 


COUEGf-EDUUnD 


ligrants  Total  U.S. 
in  1988  population 


22.7%*  19.9% 


SKIUEO  lUIE-COUAR  10.2  1! 
WORKERS 


*BW  estimate 

DATA:  IMMIGRATION  &  NATURALIZATION  SERVICE 
LABOR  DEPT.,  CENSUS  BUREAU 


the  labor  force,  without  squeezing  na- 
tive-born workers.  Indeed,  numerous 
economic  studies  have  all  arrived  at 
the  same  conclusion:  Immigration  has 
no  adverse  impact  on  wages  and  em- 
ployment opportunities  of  U.  S.  natives. 
Even  economically  vulnerable  black 
workers  seem  not  to  have  suffered 
from  the  recent  influx  of  immigrants. 

One  study  by  Robert  D.  Reischauer, 
an  economist  now  heading  the  Con- 
gressional Budget  Office,  calculated 
that  black  workers'  wages  have  risen 
equally  as  fast  in  high-  and  low-immi- 
gration cities.  Even  in  Miami,  where 


the  1980  Mariel  boatlift  from  Cuba  adc 
ed  45.000  workers  to  the  labor  force 
there  was  "no  measurable  effect  ot, 
the  black  population,"  according  to  Dajr 
vid  E.  Card  of  Princeton  University.  Ii 
anything,  says  Card,  the  only  workerJ 
harmed  by  the  new  immigrants  wer^ 
the  earlier  Cuban  arrivals. 

And  incomes  of  native-bom  minor 
ities  aren't  held  down  by  the  activities 
of  immigrant  entrepreneurs.  It's  truJ 
that  up  to  one-quarter  of  Koreans  ari 
self-employed.  But,  says  Ivan  Light  oj 
the  University  of  California  at  Los  Ar 
geles,  there  is  little  evidence  that  Kore 
an  small  businesses  actually  crowd  ou| 
black-owned  ones. 
NEW  JOBS.  Importing 
workers  doesn't  have  th| 
same  negative  impact 
importing  goods.  When 
Japanese  TX  set  ente; 
the    country,  dollar 
leave — and  that's  it.  B 
when  a  Taiwanese  en 
neer    immigrates,  h 
earns  and  spends  mone; 
in  the  U.  S.,  creating  jobj 
for  others.  Indeed,  citiei 
attracting  the  most  imm: 
grants — Los  Angele 
San    Francisco,  Ne 
York,  Miami,  and  Was^ 
ington — saw  their  pe| 
capita  income  grow 
fast  as  the  rest  of  tb 
countn,^  in  the  1980s, 

To  be  sure,  notes  Veil 
non  Briggs  of  Comej 
University,  "we  have 
be  very  careful  that  legs 
immigration  does  not  cu 
off  training  of  our  ow: 
workers.'"  Briggs's  soli 


tion  would  be  to  leave  the  number  o 


s  t 


immigrants  unspecified  in  the  law, 
that  the  flow  could  be  reduced  or  iifc 
creased  if  the  needs  of  the  labor  mai 
ket  change. 

But  that's  a  near-sighted  view  tha 
regards  immigration  only  as  a  stopga 
response  to  temporarj-  shortages.  Th 
U.  S.  may  be  unable  to  afford  such 
narrow  and  defensive  posture  towar 
the  rest  of  the  world.  At  a  time  whe 
the  U.  S.  faces  serious  export  compet 
tion  from  all  parts  of  the  globe,  skille 
immigrants — and  the  jobs  they  hel|fr^j 
create — should  be  welcome  here. 
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AST  PERFORMANCE  IS  NO  GUARANTEE  OF  FUTURE  SUCCESS. 
RUT  IT'S  SOMETHINGTO  CONSIDER. 


Mutual  funds  haven  t  always  been  your 
;ryday  investment.  Forty  years  ago  there 
ren' t  many  kinds  of  funds. 

Just  some  common  stock  funds  and 
Tie  bond  funds.  But  Jack  Dreyfus  thought 
were  poised  for  grow  th. 

In  1951  he  began  managing  one  of  the 
'liest  funds  to  actively  seek  growth  of  cap- 
I  for  its  shareholders. 

It's  a  hunch  that  paid  off.  Not  just  for 
treholders  of  The  Dreyfus  Fund,  but  for 
ireholders  of  the  many  growth  funds  that 
lowed  it  in  the  1950s  and  1960s.  In  the 
d-1970s.  when  rising  interest  rates  were 


stranding  savers  in  low-paying  FDIC  insured 
passbook  accounts,  we  developed  Dreyfus 
Liquid  Assets. 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  tax 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated  tax- 
exempt  fund. 

The  rest  is  history.  These  days  there 
isn't  a  fund  company  worth  its  800  number 
that  doesn't  offer  a  wide  range  of  money  mar- 
ket and  tax  exempt  funds.  - 

Today  everyone  talks 

about  the  need  to  allocate   "      ...    ,  _  ,    .  ,  . 

The  right  fund  at  the  nght  time 


assets,  but  a  year  ago  we  created  a  fund  spe- 
cifically designed  to  shift  freely  among  stocks, 
bonds  and  money  market  instruments .  depend- 
ing on  the  climate. 

Dreyfus  Capital  Value,  like  other 
Dreyfus  funds  before  it,  is  a  product  of  its 
time.  Will  it  too  give  rise  to  a  whole  new 
category  of  funds?  No  one  knows. 

But  one  thing  is  certain:  our  past.  And 
that's  one  way  to  evaluate  the  future.  Obtain 
a  prospectus  from  your  securities  dealer  or 
call  1-800-648-9048. 
Please  read  the  prospectus 
carefully  before  investing. 


UP  TO  ^1000  CASH  BACK 


Or  Special  Financing 
)n 1990  2  and  4  Door  Jeep  Ch 


erokees. 


Offer  available  on  Laredo  and  Limited  models.  Or  get 
$500  cash  back  on  all  1990  Cherokee  Base,  Pioneer,  and 
Sport  models  in  stock.  Or  get  SlOOO  cash  back  on  all  1989 
Cherokee  models  in  stock.  Cash  back  direct  from  Chrysler. 
Offers  for  a  limited  time  only.  See  dealer  for  details. 


Cherokee  Resale  Value:  Cherokee  has  a  higher 
resale  value  than  Ford  Bronco  II  and  Chevy  S-10 
Blazer.  Source:  Kelley  Blue  Book,  Sept./Oct.  1989, 
analyzing  resale  values  for  '86,  '87,  '88,  and  '89 
model  year  vehicles. 


1990 Jeep  Comanche 

¥S  $1000 

or  Special  Financing 
1989 Jeep  Comanche 

7o  $1500  'b^^ 

or  Special  Financing 

fer  available  on  all  models  except  2WD  short- 
Is.  Or  get  $500  cash  back  on  all  1989  and  1990 
manche  2VVD  shortbed  models  in  stock.  Cash 
k  direct  from  Chrysler.  This  offer  is  for  a 
ited  time  only.  See  dealer  for  details. 


1990 JeepGrand  Wagoneer 
and  Wagoneer  Limited 

$1000^A^i^ 

or  Special  Financing 

Offer  available  on  all  1989  and  1990  models  in 
stock.  This  offer  is  for  a  limited  time  only.  See 
dealer  for  details. 

Protects  engine  and  powertrain 
for  7  years  or  70,000  miles  and  against  outerbody  rust- 
through  for  7  years  or  100,000  miles.  See  limited 
warranty  at  dealer.  Deductibles  and  restriaions  apply. 
Jeep  is  a  registered  trademark  of  Jeep  Eagle 
Corporation.    Buckle  up  for  safety. 


1990JeepWrangler 
STARTING  $9393 

Get  the  legendary  Jeep  Wrangler  at  an  incTedible 
low  price.  $9393  is  the  manufacturer's  suggested 
retail  price  excluding  title,  taxes,  destination 
charges,  and  options. 

Wrangler  Resale  Value:  Wrangler  has  a  higher 
resale  value  than  anything  in  its  class.  Source: 
Kelley  Blue  Book.  Sept./Ocn.  1989,  analyzing  re- 
sale values  for  '86,  '87,  '88,  and  '89  model  year 
vehicles. 


There's  Only  One  Jeep. i£ 


e 


ENTREPRENEURS! 


SURE,  HE'S  WILD  AND  CRAZY 
—LIKE  A  FOX 


Can  Joe  Costello  keep  Cadence  rising  in  design  software? 


Ei 


mployees  of  Ca- 
dence Design  Sys- 
tems Inc.  knew  they 
were  in  for  some  bizarre 
entertainment  at  the  com- 
pany's talent  show  last 
April.  But  they  still 
weren't  prepared  for 
Chief  Executive  Joseph 
B.  Costello's  perfor- 
mance. Decked  out  in  a 
grimy  T-shirt,  cutoffs, 
and  laceless  hightop 
sneakers,  Costello  led  fel- 
low managers  in  a  num- 
ber describing  how  Ca- 
dence would  rule  the 
electronic  design  automa- 
tion industry.  His  group's 
nom  de  funk:  Joe  C.  and 
his  Bad  Rappers. 

They  were  pretty  bad, 
all  right.  But  Costello,  35, 
can  afford  to  look  a  little 
foolish  now  and  then.  In 
less  than  two  years,  his 
San  Jose  (Calif.)  company 
has  rocketed  from  obscu- 
rity to  become  one  of  the 
nation's  top  suppliers  of 
electronic  design  automa- 
tion software.  These  pro- 
grams enable  engineers 
to  design  silicon  chips 
and  electronic  equipment 
on  a  computer  instead  of 
laboring  with  pencil  and 
paper.  It's  a  hot  business.  Industry  sales 
will  grow  25%  this  year,  to  $1.1  billion, 
according  to  Dataquest  Inc. 
'HOT  AIR.'  Look  for  Cadence  to  grow 
much  faster  than  that.  Profits  will  more 
than  double  this  year,  to  $30  million,  pre- 
dicts Hambrecht  &  Quist  Inc.,  which  un- 
derwrote a  Cadence  stock  offering  last 
year.  Sales  should  jump  115%,  to  about 
$144  miilion.  Investors  have  bid  up  Ca- 
dence stock  from  8  to  about  20  since 
Aii-^usL,  19f<8.  Costello,  who  owns 
J  9:- ,000  shj'.res,  or  about  1%,  dumped  his 
Honda  CA\]c  f,>r  a  sleek,  Um  Jaguar  ear- 
ly last  year. 

Now,  he's  driving  toward  the  biggest 
prize  of  his  ■  cmng  career;  capturing 
leadership  in  e.  ctronic  design  software 


CEO  COSTELLO:  FOR  NOW,  HIS  MOMENTUM  SEEMS  UNSTOPPABLE 


sales  from  $395  million-a-year  Mentor 
Graphics  Corp.,  a  goal  he  hopes  to  reach 
by  1992.  It  might  not  be  out  of  the  ques- 
tion. Dataquest  predicts  Cadence  will 
move  into  the  industry's  No.  2  spot  by 
yearend,  placing  it  ahead  of  Valid  Logic 
Systems  Inc.  and  Daisy/ 
Cadnetix  Inc. 

But  to  catch  up  with 
Mentor,  Costello  will 
need  to  tap  the  much 
larger  systems-design 
market,  where  Mentor  is 
dominant.  Instead  of  just 
creating  chips,  software 
by  these  companies  can 
be  used  to  design  entire 
computers.  But  for  now. 
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A  BRISK  CADENCE 


A  MILLIONS  OF  DOLURS 
OAIA.  COMPANY  REPORTS,  HAMBRECHT  8  OUIST  INC. 


Cadence  lacks  essential  products  : 
that  business,  such  as  software  to  ] 
out  printed-circuit  boards.  Scoffs  Men 
Chairman  Thomas  H.  Bruggere:  "The 
dustry  has  always  been  driven  by  a 
of  hot  air." 

Just  six  years  ago,  Costello  was  he; 
ed  for  another  industry  entirely.  Af 
graduating  from  Southern  Californi 
Harvey  Mudd  College  and  getting 
master's  degree  in  physics  from  Yale, 
aimed  to  teach  the  subject.  But  during 
summer  engineering  job  at  Natioi 
Semiconductor  Corp.,  he  became  fas 
nated  with  management  and  decided 
go  into  business.  In  1984,  he  co-founc 
a  company  making  products  that  mir 
speech,  but  he  left  within  a  few  montj 
after  disagreements  with  his  partner, 
quickly  joined  Cadence's  predecess 
SDA  Systems  Inc.,  becoming  president 
March,  1987. 
BEER  BATH.  Things  turned  sour  la 
that  year,  when  the  October  marl 
crash  scuttled  a  planned  stock  offerii  y 
For  Costello,  it  was  a  good  chance 
show  off  his  quirky  sense  of  humor, 
donned  raggeci  clothes,  drenched  hims 
in  beer,  and  roamed  the  company  ha 
Tossing  useless  prospectuses  out  oi 
shopping  cart,  he  wailed:  "I  coulda  mi 
a  million  bucks!"  Nine  months  later, 
merged  SDA  with  rival  ECAD  Inc.  and 
named  the  company  Cadence.  Since 
ECAD  merger,  Costello  has  added  t 
small  acquisitions. 

For  all  his  playfulness,  Coste 
pushes  himself  hard.  He  sleeps  only  f 
hours  a  night  and  works  at  least 
hours  a  week,  leaving  himself  little  ti 
for  favorite  activities  such  as  hiking  g 
basketball.  One  of  his  in-office  passi( 
is  communication:  He  made  the  EC. 
SDA  merger  work  by  "communicati  ~ 
until  people  got  bored,"  he  says.  Aroi 
the  time  of  the  merger,  he  held  wee 
meetings  of  the  company's  750-perf 
work  force  to  talk  over  their  concer 
Cadence's  talent  show  also  serves  ai 
vehicle  for  intracompany  communicati 
If  Costello  is  really  going  to  overb 
Mentor  by  1992,  he  has  some  ton 
work  ahead  of  him.  But  moment 
counts  for  a  lot  in  the  design  automati 
business,  and  Cadence  has  it.  Some  a) 
lysts  even  suggest  ti 
Cadence  could  buy  Dai 
which  is  having  fin 
cial  problems.  Cost€ 
doesn't  rule  it  out.  1 
then,  as  anyone  who  1 
heard  Joe  C.  and  his  I 
Rappers  will  atte 
there's  very  little 
won't  try. 

By  Robert  D.  Ho/in 
Jose,  Calif. 


The  New  OKIDADV  380 
*uts  More  "Show"  in  Ybur  Business. 


MEADOWLANE  ENTER 
iNTEROfMCE  UEHO 


MEADOWLANE    ENTERPRISES,  INC 


he  output  samples  above  were  printed  on  a  MICROLINE  380 
sing  WordPerfect  5.0  and  Gemgr^ph. 

KIDATA  is  a  registered  trademark  of  Oki  America.  Inc. ,  Marqut 
;posee  de  Oki  America,  Inc. 


Get  Letter  Quality,  OKID^ 
Reliability  and  Steve  Allen's 
Guide  to  Better  Business  Printing. 

Steve  Allen  may  be  a  big  star  but  he  also  runs  a  small 
business.  The  nev^  OKIDATA  380  gives  him  the  versatility 
and  letter  quality  he  needs  to  succeed. 

With  all  popular  software,  Steve  can  use  all  six  resident 
fonts  on  a  single  page  in  a  full  range  of  styles  and  sizes. 
Switch  from  one  to  another  from  the  front  panel.  Change 
from  continuous  paper  to  single  sheets  v^th  automatic  paper 
park.  And  do  labels  and  forms  v^th  the  bottom  feed  paper 
path  and  the  optional  pull  tractor. 

He'll  also  get  more  out  of  the  380's  printhead:  it's  designed 
to  last  twice  as  long  as  the  competition's. 

Come  into  your  nearest  OKIDAEA  dealer,  screen  test  the 
new  OKIDAIA  380  and  get  a  FREE  copy  of  How  to  Put 
More  "Show"  in  Your  Business  Printing  with  Steve  Allen. 
Then  put  more  "show"  myour  business.  For  the  name  of 
the  OKIDAIA  dealer  nearest  you,  call  1-800-OKIDArA. 


an  OKI  AMERICA  company 


We  put  business  on  paper. 


The  world,  in  this  case,  is  a  graphic  example  of  the     and  videoconferencing  become  affordable  and  reliable, 
latest,  most  sophisticated  standard  of  fax  technology         Data  can  be  transmitted  nearly  flawlessly  even  in 
available,  called  Group  IV  fax.  weather  that  brings  down  other  systems.  And  of  course, 

To  achieve  its  |  |-|/^ ^  /^"Y^^  Tl/^  long  distance  calls  never 
unprecedented  clarity  v_yXj-VyV7  C4j^i^  vAJJ- -1-^  somid  long  distance, 
a  Group  IV  fax  must  be  1  |  •  Call  1-800-877-2000 

transmitted  at  speeds       |   |  |^^~^^^  C^lOtlC^^^      for  a  US  Sprint  Account 
beyond  the  normal  -■    Manager  who  can 

range  of  every  long     |   |        W    |     11^^  I   l(  If— *■   1    ^11  you  further  why 
distance  network  but  CLJ^  no  other  network 

one:  The  100%  fiber  optic,  100%  -|-  1^  7/~Vyi  I  can  better  prepare  your 

digital  network  of  US  Sprint!      LJ_  A\j     1  T  V_/X  XvyL#  company  for  a  world  that's 

The  US  Sprint  fiber  optic  network  is  inherently       changing  daily 
efficient  and  high  speed.  It  allows  its  users  Whether  you  require  the  world  from  your  long 

unequaled  flexibility  for  transmitting  data  in  any  form,      distance  network.  Or  j  ust  a  clearer  fax. 
anywhere  in  the  U.S.  It's  a  new  worldr 

So  advanced  technologies  such  as  Group  IV  fax 


1 1989  US  Sprint  Communications  Company  Limited  Partnership    ®  IS  Sprint  is  a  registered  trademari<  of  US  Sprint  Communications  Company  Limited  Partnership 
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MANAGEMENT! 


THE  SLIPPERY  LADDER 
AT  ABBOTT  LABS 


Directors  are  probing  the  ouster  of  a  third  possible  successor  to  Chairman  Schoellhorn 


^ 


.obert  A.  Schoellhorn  is  Wall 
Street's  kind  of  guy.  Like  clock- 
.work,  the  chairman  of  $5  billion 
Abbott  Laboratories  turns  in  stellar  re- 
sults, usually  topping  his  pledge  of  159! 
annual  growth  in  per-share  earnings.  In 
fact,  since  Schoellhorn  became  Abbott's 
chairman  in  1981,  aggressive  marketing, 
vigorous  cost  controls,  and  a  steady 
stream  of  new  products  have  boosted 
profits  at  an  annual  rate  of  18.6%.  Im- 
pressive? There's  more.  Even  though  the 
company's  two  major  businesses,  infant 
formulas  and  diagnostic  equipment,  are 
facing  particularly  tough  years,  Abbott 
managed  a  15.8%  profit  increase  for  the 
first  nine  months  of  1989. 

All  is  not  well  in  the  execu- 
tive suite,  however.  BUSINESS 
WEEK  has  learned  that  on  Oct. 
6,  a  special  committee  of  Ab- 
bott's board  began  interview- 
ing senior  executives  about 
Schoellhorn's  recent  manage- 
ment decisions  and  his  ability 
to  groom  a  successor.  The  in- 
quiry was  triggered  by  the 
forced  resignation  on  Aug.  11 
of  Jack  W.  Schuler,  Abbott's 
third  chief  operating  officer 
and  Schoellhorn's  third  poten- 
tial successor  to  resign  in  the 
past  nine  years.  Schoellhorn, 
61,  is  expected  to  retire  in 
1998.  "The  board  was  con- 
cerned with  the  loss  of  Jack 
Schuler,"  explains  director 
William  D.  Smithburg,  head 
of  the  board's  new  succession 
committee  and  chairman  of 
Quaker  Oats  Co.  "He  had 
done  an  outstanding  job  build- 
ing the  diagnostics  business, 
and  his  axreer  as  president 
ano  chief  operating  officer 
wt.:i  coi  short." 
OQ?.??;f>i.^'  T^jvsoED.  Some  mem- 
bers ii.t  board,  which  had 
deferrc  :i  ,  •  choellhorn  on  the 
ouster,  !  arne  concerned 
when  they  <'^;mi  reports  that 
the  real  ;u-obiem  wasn't 
Schuler  but  Schoellhorn. 
Some  top  corporate  officers 
had  phoned  board  members  to 


warn  that  succession  wasn't  the  only  is- 
sue to  consider.  Executives  say  that 
Schoellhorn  is  asking  division  heads  to 
skimp  on  their  research  and  develop- 
ment budgets  next  year — putting  short- 
term  results  ahead  of  the  company's 
long-term  health. 

The  resulting  dispute,  say  several  ex- 
ecutives, has  deeply  divided  manage- 
ment. "Schoellhorn  has  lost  the  ability  to 
lead  Abbott  because  he  has  lost  the  re- 
spect of  its  executives,"  says  one.  Even 
Smithburg,  who  says  the  board  still  sup- 
ports Schoellhorn,  agrees  that  there  is  a 
morale  problem. 

For  his  part,  Schoellhorn  denies  that 


it 

K 

3er 
fit 

iCt 
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SCHOELLHORN  USUALLY  TOPS  HIS  PLEDGE  OF  1  5%  EARNINGS 


there  is  a  management  crisis  at  Abb 
He  refuses  to  comment  on  the  report: 
proposed  cuts  in  research  spending  si 
the  budget  hasn't  yet  been  finalized 
says  that  Schuler's  decision  to  leave 
purely  the  result  of  "philosophical  dif 
ences."  In  fact,  he  says,  Schuler 
never  his  heir  apparent  anyway- 
adds  that  "I  have  no  concern  whatsd 
about  adequate  succession  plan 
Schuler  declined  comment  for  this  st( 

In  interviev/s  with  20  former  and 
rent  top  officers,  a  picture  of  an  auth 
tarian  leader  emerges.  Critics  say  t 
Schoellhorn  rarely  brooks  dissent 
bridles  when  a  talented  manager 
too  close  to  the  seat  of  pov 
He  pushed  out  potential 
cessors  James  L.  Vinct 
now  chairman  of  Biogen  I 
in  1980;  G.  Kirk  Raab, 
president  of  Genentech 
in  1985;  and  finally  Schu 
Schuler,  who  came  to  Abl: 
in  1972,  is  credited  by  a 
lysts  with  helping  to  build 
star  diagnostics  division  fr 
scratch  into  a  $1.3  billion  b 
nt'ss  this  year. 
RIGID  TARGET.  Past  and  pi 
ent  executives  character 
Schuler  as  a  talented,  w 
liked  executive  with  extens 
operating  experience.  He  1 
moved  up  through  the  n 
keting  ranks  to  head  the  di 
nostics  division,  and  when 
was  named  president  £ 
chief  operating  officer 
1987,  he  took  direct  respoi 
bility  for  Abbott's  four  m.a 
businesses:  diagnostics,  nu 
tionals,  hospital  products, 
pharmaceuticals  (table), 
executives  say  that  Schu 
never  cared  much  for  Scho 
horn's  rigid  15%  profit  tar 
and  argued  against  cutt 
R&D  spending.  "Jack  is  a 
liever  in  investment,  parti 
larly  in  R&D  and  marketin 
says  George  B.  Rathmann 
former  Abbott  executive  i 
chairman  of  Amgen  Inc. 
California  biotechnology  cc 
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y  whose  largest  shareholder  is  Ab- 
t.  Rathmann  says  he  is  close  to  both 


choellhorn  has  plenty  of  defenders, 
ly  note  that  Abbott's  R&D  spending, 
).2%  of  sales  last  year,  exceeded  the 
istry  average  of  6.2%.  Moreover, 
oellhorn's  vision  has  carried  the  com- 
y.  He  was  recruited  to  Abbott  in 
3  by  then-Chairman  Edward  J.  Led- 
because  of  his  reputation  as 
ough  manager  at  American 
.namid  Co.  He  whipped  Ab- 
;'s  troubled  hospital  supply 
;  into  shape  and  was  reward- 
with  rapid  promotions — to 
sident  and  chief  operating  of- 
r  in  1976,  then  to  chairman  in 
I.  Schoellhorn  had  just  the 
tie  needed  to  ride  herd  on  the 
in  fierce  competition  among 
)Ott's  business  units.  "Manag- 
the  conflict  at  Abbott  is  like 
laging  a  controlled  nuclear 
;tion,"  says  David  C.  Jones,  a 
ner  vice-president  of  public 
lirs  at  Abbott,  who  worked 
ely  with  Schoellhorn  from 
I  to  1986.  "But  it  also  pro- 
ss  the  fuel  that  has  made  Ab- 
;  so  successful." 
choellhorn  oversaw  the  com- 
y's  well-timed  plunge  into  di- 
ostics  equipment  and  tests  in  the  ear- 
980s,  which  along  with  its  sales  of 
nt  formulas  has  propelled  Abbott's 
vvth.  And  he  has  been  able  to  keep  its 
nces  solid  while  hiking  research  bud- 
>  prodigiously  each  year.  For  his  ef- 
s,  Schoellhorn  is  nicely  com.pensated: 
earned  $1.9  million  in  cash  last  year 
was  awarded  21,600  shares  of  Ab- 
;  stock.  That  brings  his  total  holdings 
to  171,189  shares  as  of  last  April, 
led  at  $11  million  at  a  recent  market 
e  of  65. 

TTY  NUMBERS.  Schoellhorn  has  had 
share  of  problems  of  late — particu- 
^  stepped-up  competition.  In  the  past 
r,  Carnation  Co.  and  Gerber  Products 
moved  into  the  infant  formula  mar- 
where  Abbott  derives  an  esti- 
ed  24%  of  its  operating  earn- 
1.  When  state  governments 
last  year  began  seeking  re- 
is  on  its  contracts  to  provide 
nula  for  low-income  mothers, 
fits  shrank.  Some  analysts 
iict  a  25%  decline  this  year  for 
unit's  profits.  What's  more, 
company's  diagnostics  divi- 
,  which  accounts  for  an  esti- 
ed  257t  of  operating  earnings, 
Iso  suffering  from  increased 
(petition,  and  analysts  esti- 
.e  it  will  slow  from  25% 
ivth  to  about  15%. 
D  why  hasn't  earnings  growth 
inl  Analysts  say  that  Schoell- 
1  tightened  the  reins  on  costs 


to  deliver  the  pretty  numbers.  And  trou- 
bled executives  suggest  that  increasing 
pressure  on  profits  is  what  prompted 
Schoellhorn  to  request  that  they  slash 
growth  of  R&D  spending  for  1990  to  con- 
siderably below  its  five-year  annual  rate 
of  20%. ' 

The  management  dilemma  is  stark. 
Abbott's  diagnostics  division,  which  in- 
troduced 107  new  products  in  1988  alone. 


ing  at  least  a  dozen  senior  managers 
and  has  promised  them  confidentiality. 
The  committee  head  said  they'd  be  ex- 
ploring Abbott's  working  environment, 
Schoellhorn's  strategy  for  the  company, 
and  the  funding  programs  for  the 
future. 

This  isn't  the  first  time  the  board  has 
second-guessed  Schoellhorn.  It  has  twice 
blocked  the  chairman's  effort  to  install 


ABBOTT'S  SPENDING  ON  RESEARCH,  TRADITIONALLY  HIGH,  IS  AT  THE  CENTER  OF  THE  CONTROVERSY 


and  its  pharmaceutical  business,  which 
plans  to  file  two  new  drug  applications 
with  the  Food  &  Drug  Administration  in 
the  next  six  months,  both  depend  heavily 
on  R&D  investment.  To  slow  spending  in 
these  areas  now,  some  Abbott  execu- 
tives worry,  could  do  a  lot  of  harm  to 
Abbott  several  years  down  the  road. 

What  the  board  might  do  is  unclear. 
Director  Smithburg  says  that  members 
have  been  uniformly  supportive  of 
Schoellhorn.  "If  we  felt  there  were  ma- 
jor problems  in  his  performance,  he 
would  not  be  there,"  he  says.  But  the 
board's  actions  suggest  that  it  has  grow- 
ing reservations.  The  succession  commit- 
tee, composed  of  four  outside  board 
members,  is  in  the  process  of  interview- 


ABBOTT'S  PROFITABLE  MIX 


Unit 

Revenues* 

Operating 
profit* 

Products 

Millions  of  dollars 

MAGNOSTICS  Instruments,  tests  for 
blood  banks  and  labs 

$1,300 

$330 

NUTRiTiOH  Infant  formula, 
adult  diet  supplements 

1,650 

375 

HOSPITAL  SUW»IY  Intravenous  fluids, 
anesthetics,  critical-care  equipment 

1,300 

200 

PHARMACEUTiCAlS 

900 

270 

CHEMICAIS  MO 
AGRICULTURAL  PRODUaS 

200 

25 

TOTAL 

$5,350 

$1,200 

*  1989  Estimates 

DATA:  SANFORD  C.  BERNSTEIN  &  CO. 

Duane  L.  Burnham,  Abbott's  chief  finan- 
cial officer,  as  president  and  chief  oper- 
ating officer,  executives  say.  When 
Schoellhorn  nominated  Burnham  to  re- 
place Raab  in  1985,  the  board  backed 
Schuler.  More  recently,  it  resisted  re- 
placing Schuler  with  Burnham.  Burn- 
ham, who  declined  comment,  is  a  close 
ally  of  Schoellhorn's  and  his  frequent 
gin-rummy  partner.  "As  soon  as  Schoell- 
horn takes  a  position,  Duane  is  on  it  like 
a  blanket,"  says  one  executive.  Smith- 
burg refuses  to  discuss  the  board's  ac- 
tions regarding  Burnham. 

Wall  Street  is  practically  unanimous  in 
its  praise  of  Schoellhorn.  Even  in  this, 
the  company's  toughest  year  in  nearly 
two  decades,  Abbott's  superb  financial 
performance  has  quelled  many  in- 
vestors' doubts  about  Schoell- 
horn's ability  to  manage  Abbott 
through  good  times  and  bad.  Ab- 
bott's stock  has  shot  up  36%  this 
year,  compared  with  a  22.8%  rise 
in  the  Standard  &  Poor's  500- 
stock  index.  "Schoellhorn  has  de- 
livered for  the  investor,"  says 
PaineWebber  Inc.  analyst  David 
J.  Lothson.  "The  company's  per- 
formance is  a  vindication  of  its 
strategy  going  forward."  But 
now  the  board  must  halt  the 
squabbling  in  the  executive  suite 
to  make  sure  that  Abbott  hangs 
onto  its  healthy  glow. 

By  Julia  Flynn  Siler  in  Abbott 
Park,  III. 
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Long  before  they  were  building  appiian 


They  came  across  country  by 
wagon  in  1854. 

And  settled  in  Amana.  Iowa. 

Everything  they  needed,  they 
made  by  hand.  Their  barns.  Their 
benches.  Their  blankets.  Their  beds, 
Everything. 

Whatever  they  made,  they 
followed  a  fundamental  belief. 

To  make  everything  the  best  it 
could  be. 

Today,  that  same  fundamental 
belief  is  still  practiced  in  Amana, 


Iowa.  The  home  of  Amana,  a 
Raytheon  company. 

Raytheon  is  proud  of  Amana  and 
all  the  appliances  they  make. 

And  we're  proud  of  our  other 
appliance  companies.  Modern  Maid, 
Speed  Queen  and  Caloric. 

They  all  share  the  same  philosophy. 

Whatever  you  make,  you  make  it 
the  best  it  can  be. 

So  it  will  last. 

Raytheon  Company,  141  Spring 
Street,  Lexington,  MA  02173. 


Where  quality  starts  with  fundamentals 


ll£ 
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STRATEGIES  I 


WHY  HERSHEY  IS 
SMACKING  ITS  LIPS 


Tasty  acquisitions  have  helped  make  it  No.  1  in  the  U.S. 


c 


ichard  A.  Zimmerman,  chief  exec- 
utive of  Hershey  Foods  Corp.,  is 
lOne  of  those  quiet  motivators.  He 
doesn't  make  a  big  fuss  about  the  com- 
pany's stocli  price,  but  he  regularly 
posts  market  news  where  no  manager 
can  miss  it — in  the  executive  wash- 
rooms. He  started  that  practice  back  in 
1983,  when  Hershey's  stock  performance 
lagged  behind  those  of  its  peers  in  the 
packaged-foods  industry.  These  days, 
however,  Zimmerman's  bulletins  are  de- 
cidedly sweeter:  Hershey's  stock  price, 
at  about  34,  has  climbed  by  more  than 
31%  this  year,  about  average  for  the 
industry. 

Credit  goes  largely  to  a  spending 
spree  that  has  carried  Hershey  past 
archrival  M&M/Mars  to  the 
No.  1  spot  in  the  domestic 
candy  business.  Zimmerman 
has  snapped  up  three  compa- 
nies worth  $577  million  since 
1986.  The  biggest  was  last 
year's  purchase  of  the  brands 
Peter  Paul  Almond  Joy  and 
Mounds  and  York  Peppermint 
Patties  from  Britain's  Cad- 
bury  Schweppes.  But  Zimmer- 
man has  also  gone  after  mar- 
ket share  the  old-fashioned 
way:  with  extensive  advertis- 
ing and  promotion  campaigns 
and  racks  of  entirely  new 
products.  Now,  Hershey 
boasts  half  the  top  20  brands 
in  the  U.  S.,  and  its  Reese's 
Peanut  Butter  Cups  are  even 
pressing  Mars'  Snickers  bar 
for  the  top  spot  in  chocolate 
candy  sales.  "I've  been  No.  2 
and  No.  1,"  says  Zimmerman, 
a  31-year  Hershey  veteran. 
"No.  1  is  better." 
OH,  BOY!  To  pay  the  acquisi- 
tion bills  and  rid  himself  of  a 
■J.is traction,  Zimmerman  jetti- 
soned the  ailing  Friendly  Ice 
Cream  Corp.  restaurant  chain 
lasf  year.  While  he's  hanging 
onto  a  s'liall  pasta-making  op- 
eratiov  }Iershey  is  largely  fo- 
'0  confections.  The 
'■  for  the  restructuring 
at  hand.  After  several 
of  sluggish  growth, 


Hershey's  earnings  from  continuing  op- 
erations this  year  will  jump  22%  fi'om  a 
year  earlier,  to  $176  million  on  revenues 
of  $2.6  billion,  analysts  figure.  "They're 
on  a  roll,"  says  Ellen  R.  Gordon,  presi- 
dent of  rival  Tootsie  Roll  Industries  Inc. 

To  keep  up  the  pace,  Hershey  must 
make  the  most  of  its  acquired  brands 
while  coming  up  with  new  products.  The 
trick  in  the  candy  business  these  days  is 
to  claim  more  space  on  the  rack  with  a 
multitude  of  products,  since  customers 
rarely  buy  the  same  candy  bar  twice  in  a 
row. 

Almond  Joy  and  Mounds,  both  strug- 
gling when  Hershey  bought  them,  al- 
ready are  faring  better.  Hershey  enjoys 
a  lot  of  clout  with  supermarkets  and  the 


cu'se;' 
payba 
is  cloi.t 
years 
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HERSHEY  CLAIMS  THE  SWEET  SPOT 

STANDINGS  IN  THE  $8  BILLION  U.S.  CONFEQIONERY  MARKET 


1980 


1988 


Company 

Market  shore 

Company 

Market  share 

MARS 

17.0% 

HERSHEY 

20.5% 

HERSHEY 

15.3 

MARS 

18.5 

NABISCO 

7.1 

JACOBS-SUCHARD 

6.7 

E.J.  BRACK 

6.4 

NESTLE 

6.7 

PETER  PAUL/CADBURY 

3.5 

LEAE 

5.6 

middlemen  who  distribute  candy 
newsstands  and  drugstores.  So  it  doe^ 
have  to  give  the  big  discounts  that  Ci 
bury  did  to  get  Almond  Joy  and  Mou 
on  store  shelves.  Already,  margins 
these,  and  other  Cadbury  brands 
picked  up,  have  jumped  from  2%  to 
most  10%. 

BOOMER  BARS.  Zimmerman  is  push 
for  at  least  one  hot  new  product  a  y^ 
"New  products  are  our  lifeblood," 
says.  Yuppies  long  for  lighter,  coo' 
wafer  treats  such  as  Hershey's  fi 
growing  Kit  Kat  bar.  So  Zimmer 
last  year  introduced  Hershey  Bar  No 
a  peanut  and  chocolate  wafer  bar  ti 
this  year  vaulted  to  $45  million  in  sa 
In  September,  he  rolled  out  Symphon 
creamy-tasting  chocolate  bar.  Ne 
watch  for  ChipAway  chocolate  balls 
cookie  centers,  which  are  showing  prcj 
ise  in  California  test  markets.  Outs 
the  candy  aisle,  Zimmerman  is  also 
ing  to  appeal  to  kids  with  Hershe 
Chocolate  Drink  in  aseptic  packages 
a  line  of  puddings.  Says  R.  J.  Hulva 
buyer  at  F.  W.  Woolworth  Co.,  of 
bevy  of  new  products:  "Customer  acc 
tance  has  been  dramatic." 
Over  in  Hackettstown,  N.  J.,  M 
isn't  sitting  still.  Holding 
18.5%  share  of  the  $8  bill 
U.  S.  confectionery  market 
Hershey's  20.5%,  it  is  fight 
back  with  a  flurry  of  new 
ferings.  Mars  traditiona 
has  depended  on  just  a  hai 
ful  of  blockbusters,  but  lat< 
sales  growth  of  its  Snick< 
and  Milky  Way  bars  a 
M&Ms  has  been  flattening, 
this  summer,  it  rolled  out 
coconut  bar  Bounty  to  ch 
lenge  Almond  Joy  a 
Mounds.  PB  Max,  a  pear 
butter  bar  now  in  test  m 
kets,  will  take  on  Reese's  Pi 
nut  Butter  Cups.  Indust 
types  yawn,  however,  at  t 
prospects  for  these  me-t 
products.  Indeed,  Mars's  h 
successful  launch  was  t 
1987  debut  of  Kudos,  a  grs 
ola  snack.  Mars  declined 
comment  on  its  competiti 
with  Hershey. 

Neither  company  has  a 
of  room  to  maneuver.  Zi 
merman  figures  federal  ar 
trust  regulations  would  lik( 
prohibit  either  company  frc 
making  further  candy  acqui 
tions.  For  both  Hershey  a 
Mars,  new  products  may 
the  final  frontier  of  the  Ch( 
olate  Wars. 

By  Joseph  Weber  in  Hershi 
Pa. 


DATA:  AMERICAN  CONSULTING  CORP. 
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Hotel  Lotte  Reaches  New  Heights  m  Luxury 


Hotel  Lotte's  major  expansion  at  two 
locations  makes  the  total  of  2,017  rooms  and 
suites  for  a  bigger  and  more  luxurious  choice. 

With  the  New  Wing  and  Hotel  Lotte  World  in  Chamshil, 
Hotel  Lotte  now  ranks  among  the  world's  10  largest 
hotels. 

Together,  Hotel  Lotte  offers  you  a  choice  of  170 
luxurious  suites,  500  deluxe  rooms  and  1,400  superior 
rooms  —.for  the  very  ultimate  in  luxury  and  comfort. 

Hotel  Lotte:  Everything  and  more  you  would  expect  of 
one  of  the  greatest  hotels  in  the  world. 

Member  In  Seoul,  Korea  TfcniwroflbTELS' 


HOTEL  LOTTE 

S£OUl  KOREA 


HOTEL  LOTTE  WORLD 

CHAMSHIL  StOUl  KOREA 


2.017  Superb  Rooms 

Main.Bldg  1 ,019  Rooms 
New  Wing  465  Rooms 
Chamshil       533  Rooms 

22  Meeting  &  Convention  Rooms 

Mam  Bidg  16  (4,000  Personsi 
Chamshil      6  (2,4  50  Persons) 

36  Restaurants  &  Bars 


Main  Bidg 
New  Wing 
Chamshil 


20 
5 
I  1 


Parking  for  6.860  Cars 

Mam  Bidg  & 

New  Wing   1,860  Cars 

Chamshil  ;  5,000  Cars 

Major  Facilities 

Sauna.  Pool.  Duty  Free  Shop, 
Executive  Floor  VIP  Lounge. 
VIP  Elevator-(New  Wing) 


Overseas  Offices:  New  York:  (201)  944-1117  Toll  Free  800-22  LOTTE,  L.A.:  (213)  540-7010  Toll  Free  800-24  LOTTE,  Tokyo  (03)  281  6636,  Osaka  (06)  263 1071/  2 

Hotel  Lotte:  1,  Sogong-dong,  Chung-ku,  Seoul,  Korea.  C  PO  Box  3500  Seoul,  Tel  (02)  771-10,  Telex  LOTTEHO  K23533/4/5.  Fax  (02)  752-3758,  Cable  HOTELOTTE 

Hotel  Lotte  World:  40-1,  Chamshil-dong,  Songpa-ku,  Seoul,  Korea  Kangdong  PO  Box  220  Seoul  Tel  (02)  419-7000,  Telex.  LOTTEHW  K33728.  K33756,  Fax  (02)  417-3655/6 
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GTE  has  been  adding  some  new  tools  to  the 
chissroom.  High  tech  equipment  like  electronic 
scales,  laser  discs  and  oscilloscopes. 

Us  all  part  of  a  grant  program  for  secondary 
math  and  science  teachers  called  GIFT— Growth 
Initiatives  For  Teachers. 

A  program  that  provides  funds  for  teachers  to 


enhance  their  teaching  by  attending  classes,  semi- 
nars and  workshops,  and  purchasing  equipment. 

It's  just  one  way  GTE  is  working  to  improve  the 
quality  of  education.  And  helping  students  and 
teachers  focus  on  what's  really  important. 

To  receive  GIFT  information  in  California, 
please  call  800-251-4261. 


THE  POWER  IS  ON 
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Now's  the  time 
to  get  a  foothold 

in  Alberta. 


Competitive, 
and  innovative, 
•  Alberta's  entrepreneur 
set  their  goals  high  —  then 
put  everything  they  havt  into^^ 
achieving  them,'-,  - 


It  seems  there's  no  holding 
Albertans  back  when  we  set  our 
sights  on  an  ambitious  objective. 
We've  used  our  resource  strengths 
as  a  base  for  new  initiatives  —  to 
reach  new  heights  as  the  most 
dynamic  business  region  in  North 
America. 

We've  developed  our  spec- 
tacular tourism  attrac- 
tions. Established 
Centres  of  Excellence 
for  advanced  tech- 
nology ventures. 
Launched  init- 
iatives in  growth 
industries  like  food 
processing  and 
forestry,  petrochemicals 
and  biotechnologies. 

The  results?  Last 
year,  Alberta  led  the  rest 
of  Canada  in  real  GDP  growth  and 
recorded  the  country's  highest  per 
capita  level  of  investment.  Major 
projects  announced  or  under 
construction  this  year 
amount  to  more  than 
$28  billion. 

YouH  find  we 
have  a  highly  educated 
and  productive  workforce.  ■ 
One  of  Canada's  most 
favorable  tax  regimes. 


The  Alberta 
Government 
spends  more  on 
research  and 
development 
than  any  other 
Canadian 
province. 


Low  cost 
energy.  Real  estate  and  operating 
costs  that  are  still  down  to  earth. 


Alberta  has  some  of  the  most  dynamic  cities  in  Canada.  Above: 
Edmonton,  Alberta's  capital 


If  you'd  like  to  come  to  the  top  with 
us,  contact: 

Alberta  Economic  Dmlopment  and  Trade, 
nth  Floor,  Sterling  Place,  9940  -  106  Street 
Edmonton,  Alberta,  Canada  T5K  2P6 
Telephone:  (403)  427-4809 
Telex:  037-42815 
Fax:  (403)  427-0610 

The  Government  of  Alberta  also  maintains 
offices  in  New  \o&  and  Los  Angeles. 


Alberta,  strong  and  free. 

Canada  1*1 
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lalk  about  hot  young  management  teams 


mK  li^iiiiiiiil^ 

Peter  Urucker  says,  "The 
Salvation  Army  probably  does  a 
better  job  with  the  poor  than  any- 
one else." 

"And  frugally,"  adds  Fortune 
(11/9/87).  "Of  each  dollar  it 
receives,  86  cents  goes  to  the 
needy."  In  a  business  where  50  to 
60  cents  is  the  norm. 

How  do  we  do  it? 

Accountability:  We  feed  mil- 
lions, yet  keep  track  of  every  bite 
—and  its  nutritional  value. 

Economies  of  scale:  We  buy 
like  an  army.  Uniforms  wear  like 


iron  and  save  on  pinstripes  and 
power  ties.  Utilitarian  furniture 
must  last  10  (upholstered)  to  15 
(unupholstered)  years. 

Cost  control:  We  use  both 
sides  of  all  paper  and  make  pads 
out  of  the  leftovers.  Equipment  is 
kept  in  top  shape  to  last  longer. 
Cost-cutting  ideas  are  encour- 
aged and  communicated. 

Hard  choices:  Buying  com- 
puters and  consolidating  our  four 
territories  might  save  labor.  But 
cost  money.  So  we  keep  laboring. 

Yet  aren't  we  a  religious 


Photograph  courtesy:  Bod£ 

group? 

Religious,  yes.  Fanatics,  no. 
Being  holier-than-thou  doesn't 
get  the  job  done. 

Still,  it  takes  more  than  just 
hope  and  charity  to  succeed.  It 
takes  an  act  of  faith  to  fight  alco- 
hol, drugs,  poverty  and  hopeless- 
ness on  its  own  turf— and  win. 

But  we  manage  it.  As  Peter 
Drucker  says,  "Their  achievemen 
is  to  turn  outcasts  into  citizens." 

So,  kid  us  all  you  want  to 
about  "saving  souls."  But  please 
help  us  save  lives. 


We're  fighting  for  you. 


The  Salvation  Army  of  Greater  New  York,  132  West  14th  Street,  New  York,  NY  10011-7388.  (212)  807-4200 
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Japanese  Perfection 


In  Japan,  there  is  an  appreciation 
subdued  elegance.  It  is  a  taste  for  the 
lerstated.  An  inner  calmness.  A  quiet 
fection  that  never  calls  attention  to 
M-Wabi. 

And  it's  apparent  on  every  ANA  flight. 

In  the  way  we  maintain  our  fleet.  One 
he  newest,  most  modem  in  the  world. 

In  the  imaginative  way  we  plan  our 
als.  The  finest  of  both  Eastern  and 
stem  cuisines. 

And  in  the  way  we  train  our  flight 
mdants  to  be  unobtrusive,  attentive, 
perfectly  Japanese. 


Such  impeccable  service  can  be  experi- 
enced daily  on  our  nonstop  flights  to  Tokyo 
from  Los  Angeles.  We  also  offer  Wash- 
ington, D.C's  only  nonstops  to  Tokyo  five 
times  a  week. 

From  there  we  can  fly  you  to  Seoul, 
Hong  Kong,  Bangkok,  Beijing,  Dalian  or 
Sydney.  With  new  routes  from  Tokyo  to 
London,  Stockholm,  Moscow  and  Vienna. 
Contact  your  travel  agent  or  ANA  at 
1-800-235-9262.  For  Japanese  language  call 
1-800-262-2230. 

Fly  ANA,  and  you'll  discover  service 
raised  to  an  art. 


All  ISIiPPonAinuays 

Japanis  best  to  the  world. 


Business  HasNever 
LookedBetter 
InPasadena 


You'll  agree  — 
when  you  see  the 
new  DoLihletree 
Hotel. 

Its  set  amid  the 

^  yy  ■  beautiful  courtyards 

and  fountains  of  Plaza  Las 
Fuentes,  right  next  to  City  Hall  and  just 
minutes  from  downtown  L.  A.  and  Holly- 
wo(,)d/Burhank  Airport.  In  fact,  its 
convenient  tt)  the  entire  San  Gabriel  Valley. 


Aiid  you'll  enjoy  personalized  atten- 
tion with  instant  check  in  and  check  out. 
Guaranteed,  on-time  breakfasts.  Plus 
freshly  baked  chcKolate  chip  ccx^kies  just  to 
welconie  you  on  your  first  night. 

So  cc^me  to  Doubletree  and  see  k^r 
yourself —business  has  never  k^oked  better 
in  Pasadena.  Weekend  rate  is  $6^).  Intro- 
ductory rates  are  per  rcxim  per  iiight  through 
2/28/90,  excluding  12/28/89-1/2/90.  Call 
818-792-2727. 191  North  L  )?  Rubles  Ave. 


DOUBLETREE  HPTTEL 
PASADENA 

PLAZA  LAS  FUENTES 
1-800-528-0444 
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IRE  COMPANIES  CUTTING 
00  CLOSE  TO  THE  BONE? 


ability  suits  may  arise  from  new  plans  to  trim  health  costs 


For  a  lot  of  companies,  it's 
about  to  become  a  troubling 
question:  Is  the  cure  as  bad  as 
J  disease?  Health  care  costs  are 
ing  out  of  control — perhaps  by 
1c,  next  year  alone — and  employ- 
i  need  to  lower  that  number.  By 
i  dozen,  they're  hiring  insurers  to 
stom-design  health  plans  built 
3und  "preferred"  doctors  who 
irk  at  a  discount.  This  holds  down 
)jected  increases  by  a  third  or 
)re — but  at  a  price.  Legal  experts 
3  starting  to  say  that  if  the  health 
m  is  deficient,  or  if  a  doctor  is  a 
ack,  the  employer  could  be  held 
ble.  For  companies,  says  Richard 
Hinden,  a  Chicago  lawyer  for 
alth  care  providers,  "there  are 
;nificant  liability  issues." 
rhere  are  no  test  cases  yet.  Thus, 
\  insurers  such  as  Cigna  Corp. 
ly  down  the  threat:  "It's  a  stretch 
imagine  an  employer  being  held 
ble  because  of  the  benefit  struc- 
re  it  selected,"  argues  John  R. 
rlstein,  Cigna's  assistant  general 
ansel.  But  if  he's  wrong,  employ- 
5  worry,  malpractice  claims  could 
)de  their  savings  from  revised 
alth  plans.  The  risk  "is  scary," 
^s  Craig  E.  Campbell,  associate 
•ector  of  benefit  planning  at 
uth western  Bell  Corp.,  the  big  re- 
)nal  phone  company  in  St.  Louis.  Since 
B7,  it  has  steered  workers  to  a  13-city 
twork  of  doctors,  hospitals,  and  clinics 
t  up  by  Prudential  Insurance  Co. 
ESSING  NEED.  So  real  is  the  concern 
it  consultants  and  lawyers  are  cash- 

1  in.  Across  the  nation,  conferences 

2  popping  up  like  the  one  held  at  Seton 
dl  University  Law  School  on  Oct.  13. 
•lied  "The  Dark  Side  of  Healthcare 
ist  Containment,"  it  covered  every- 
ing  from  how  to  monitor  a  health  care 
ovider  to  making  sure  the  provider 
escribes  the  right  drugs.  There's  a 
essing  need  to  hold  down  costs,  ex- 
lins  Leon  J.  Warshaw,  executive  direc- 
r  of  the  New  York  Business  Group  on 
jalth,  an  organization  of  300  compa- 
ss that  co-sponsored  the  meeting.  "At 
e  same  time,"  he  adds,  "we're  terribly 
ncerned  that  the  quality  of  care  will  be 


HINDEN:  RELYING  MORE  ON  HMOs  AND  PPOs 
COULD  PUT  EMPLOYERS  AT  "SIGNIFICANT"  RISK 


diminished"  and  that  cost-cutting  "ex- 
poses providers  and  employers  to  liabil- 
ity for  not  providing  enough  care." 

Until  25  years  ago,  judges  tended  to 
hold  just  doctors  liable  for  malpractice. 
But  since  then,  courts  have  been  "ex- 
panding the  liability  down  the  adminis- 
trative chain,"  says 
Russell  A.  Jackson,  edi- 
tor of  Managed-Care 
Law  Outlook.  Since 
1986,  courts  in  Califor- 
nia, Indiana,  Michigan, 
Missouri,  and  Pennsyl- 
vania have  said  that 
health  maintenance  or- 
ganizations may  have  to 
pay  for  errors  made  by 
doctors  who  work  for 
them — even  doctors 
who  aren't  employees 
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HMOs  TAKE  OFF 


but  are  just  retained  to  handle  cases  in 
their  specialties. 

Last  May,  for  instance,  a  federal  ap- 
peals court  in  Washington,  D.  C,  upheld 
a  jury  verdict  that  had  found  Kaiser 
Foundation  Health  Plan  of  the  Mid-At- 
lantic States  liable  for  negligence  and 
awarded  $825,000.  A  cardiologist,  a  con- 
tractor not  employed  by  Kaiser,  had 
failed  to  diagnose  coronary  disease  in  a 
heart  attack  patient.  Five  weeks  later, 
the  patient  had  another  attack  and  died. 
RAISING  THE  ANTE.  It  is  a  short  step  from 
such  decisions,  says  Linda  V.  Tiano,  a 
New  York  corporate  lawyer,  to  making 
employers  liable.  According  to  consul- 
tants A.  Foster  Higgins  &  Co.,  about 
80%  of  some  1,600  companies  it  surveyed 
in  1988  offer  so-called  alternative  deliv- 
ery systems — HMOs  or  preferred-provid- 
er organizations.  Some,  such  as  Allied- 
Signal,  First  Interstate  Bancorp,  and 
Southern  California  Edison,  channel  em- 
ployees into  these  by  raising  the  finan- 
cial ante  for  sticking  with  traditional 
plans,  where  patients  choose  their  own 
doctors  and  are  reimbursed  for  part  of 
the  fee.  Some,  such  as  John  Breuner  Co., 
only  provide  HMO-like  plans.  Both  trends 
help  explain  the  fourfold  increase  in  HMO 
membership  since  1976  (chart). 

Typically,  pamphlets  describing  medi- 
cal plans  imply  that  they  pick  only  the 
best-qualified  doctors — ones  who  are 
"certified,"  "authorized,"  or  "approved." 
Companies  almost  have  to  say  this;  oth- 
erwise, it  would  be  hard  to  hire  workers. 
Moreover,  the  federal  Employee  Retire- 
ment Income  Security  Act  of  1974 
(ERISA)  creates  a  fiduciary  duty  for  any- 
one that  controls  employee  benefits,  in- 
cluding pensions  and  health  care:  The 
fiduciary  must  act  as  a  "prudent  per- 
son" would  in  similar  circumstances. 
Now,  says  Thomas  F.  Fitzgerald,  a 
health  and  benefits  lawyer  in  Washing- 
ton, D.  C,  this  test  could  form  the  core 
of  suits  against  executives  who  act  as 
fiduciaries  in  selecting  providers. 

Chicago's  Hinden  says  employers  may 
be  especially  vulnerable  over  a  couple  of 
practices  used  in  most  cost-cutting 
schemes.  One  is  "utilization  review,"  a 
fancy  name  for  stingier 
use  of  medical  care.  For 
instance,  it  may  be 
0.  K.  to  substitute  bed 
rest  at  home  for  a  long 
hospital  stay.  But  prob- 
lems can  arise  if  gener- 
al rules  deny  patients 
treatment  they  need. 

In  1986,  for  example, 
Lois  J.  Wickline,  a  Cali- 
fornia welfare  recipient, 
sued  the  state  for  mal- 
practice after  an  opera- 
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THE  POWER  OF  BELIEF:  #2  in  a  series 


Who  will  nourish  the  seeds  of 
tomorrow's  technolpgies? 


The  handmaiden  [|)( 


of  every  new  technology  is  risk.  There  are 


no  gnidebooks  to  the  New. 


Snccess  or 


faihire  often  hinges  on  instinct,  and  the 
willingness  to  invest  in  a  belief.  ■  Decades 


aao,  Motorola  conunitted 


millions  to  an  emerging 


Motorola'^  EMX  lumily  of  swi(cfies  ore  now  /he  most 
'idoly  used  cellular  telephone  swifcfiing  systems  in  Ihe  world 


technology  that  many 


dismissed  as  a  gimmick.  Today,  celhilar 
lies  are  used  in  more  than  40  coimtries. 
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NatioDii! 
Quality 
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And,  we  produced  the  first  hand-held  cellular 


portable  phone.  In  1989,  we  mtroduced  the 


The  new,  body-lriendly 
Motorola  Micro  T«A«C'"  Personal 
Telephone  is  the  smol/esf  cellular 
telephone  ever  made. 


Motorola  Micro  T*A*C  Personal 


Telephone,  shirt-pocket  small, 
with  a  fraction  of  the  parts 


of  the  original  cellular  phone. 


These  developments,  along  with 


others,  are  the  product  of  an  annual  R&D 
investment  more  than  twice  the  national 


average.  Such  is  the 
measure  of  our  belief. 


Building  On  Beliefs 


(g).  Motorola  and  Micro T.A-C  are  trademarks  of  Motorola.  Inc  ,  ©  1989  Motorola.  Inc 
For  more  information  call  1-800-457-0400 
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tion  for  arteriosclerosis.  Her  doctors  ad- 
vised her  to  stay  in  the  hospital  for  eight 
days  to  recuperate.  Medi-Cal,  the  state's 
medicaid  program,  said  four  was 
enough.  The  doctors  backed  down  and 
Wickline  went  home,  where  her  leg  be- 
came infected  to  the  point  where  it  had 
to  be  amputated.  A  state  court  awarded 
her  $500,000.  An  appeals  court  reversed 
the  decision,  saying  the  doctors  didn't 
object  when  she  was  discharged.  But,  in 
an  opinion  that  scares  employers,  it  also 
warned  that  "third-party  payors"  can  be 
held  accountable  when  cost-limitation 
programs  corrupt  medical  judgments. 

A  related  liability  issue  is  how  doctors 
are  paid.  H.MOs  typically  offer  physicians 
financial  incentives  not  to  refer  patients 
to  specialists,  says  Tiano,  the  New  York 
lawyer.  A  case  against  Group  Health 
Services  of  Michigan  Inc.,  expected  to  go 
to  trial  next  year,  involves  a  doctor's 
failure  to  diagnose  uterine  cancer.  The 
doctor  refused  to  refer  the  patient  to  a 
specialist  a  second  time  and  didn't  per- 
form a  Pap  smear  test.  In  a  preliminary 
ruling,  a  state  court  found  he  got  a  bo- 
nus for  holding  down  referrals  and  was 
paid  nothing  extra  to  do  Pap  smears. 
The  trial  will  scrutinize  whether  the  HMo 
"system"  contributed  to  the  malpractice. 

Kenneth  W.  Richmond,  a  Philadelphia 
lawyer  who  has  filed  suit  against  the 
HMO  of  Pennsylvania  in  a  similar  case, 
sees  a  lesson  for  employers  in  the  Michi- 
gan case:  To  avoid  charges  of  misrepre- 
sentation, disclose  your  payment  incen- 
tives. "The  vice  is  the  undisclosed  risk," 
he  says.  "People  think  they  are  getting 
quality  care,  and  they're  not." 
IN  WRITING.  Indeed,  employers  are  start- 
ing to  take  precautions.  Lawyers  urge 
that  they  prescreen  and  monitor  health 
plans  carefully,  add  disclaimers  to  bro- 
chures, and  get  written  promises  from 
providers  that  could  limit  the  company's 
liability,  (iood  monitoring  not  only  mini- 
mizes an  employer's  liability  but  weeds 
out  bad  plans,  argues  James  B.  Couch, 
who  oversees  the  (juality  of  health  plans 
administered  by  Metropolitan  Life  Insur- 
ance Co.  Says  Couch:  "Major  corpora- 
tions have  the  potential  to  solve  the  med- 
ical malpractice  crisis  if  they  just  reward 
quality  care." 

It's  a  job  many  companies  don't  want. 
For  one  thing,  employers  are  worried 
that  tougher  monitoring  only  increases 
their  liability,  since  common-law  princi- 
ples require  anyone  who  voluntarily  ac- 
ce[it.s  an  obligation  to  act  responsibly. 
But  they  may  have  no  choice  soon.  As 
employers  seize  more  control  of  health 
plans — aud  employees  file  suits — the 
k'ourts  are  likely  to  require  better  moni- 
toring. Companies  that  shirk  this  could 
face  a  pai.nrul  new  truth:  Discount  medi- 
cine for  all  means  doling  out  big  bucks 
to  an  unfor  iiiiate  few. 

bij  Michel)'  Gah'i)  ii>  Xeic  York 
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EVEN  FOR  WALTER  YETNIKOFF, 
THIS  WILL  BE  A  STRETCH 


0! 


Can  Sony's  ace  juggle  both  Columbia  and  CBS  Records? 


Walter  Yetni- 
koff,  chair- 
man of  CBS 
Records  Inc.,  has  updat- 
ed his  enemies  list — 
once  headed  by  Laur- 
ence Tisch,  CEO  of  CBS 
Inc.  and  his  former 
boss.  Steven  J.  Ross, 
the  co-chief  executive  of 
Time  Warner  Inc.,  is 
now  Yetnikoff's  nem- 
esis. Yetnikoff  seizes 
any  opportunity  to  go 
into  a  tirade — much  of 
it  unprintable — about 
his  entertainment  rival. 
Ross  and  his  fellow  ex- 
ecutives are  "bad  guys 
who  are  trampling  on 
our  rights,"  says  Yetnikoff. 

He  has  good  reason  to  preoccupy  him- 
self with  Time  Warner's  entertainment 
company,  Warner  Communications  Inc. 
CBS  Records"  parent,  Sony  Corp.,  wants 
Yetnikoff  to  build  an  entertainment  com- 
bine that  can  compete  with  Warner 
worldwide  in  music,  film,  and  television 
production.  Sony  will  be  a  power  in  all 
three  fields  once  it  completes  its  $3.4 
billion  acquisition  of  Columbia  Pictures 
Entertainment  Inc.  Yetnikoff  boasts 
that  he'll  beat  Warner:  Having  engi- 
neered a  turnaround  at  CBS  Records,  he 
says  he  can  mesh  his  music  operation 
with  Columbia  to  produce  successful 
feature  films,  videos,  and  soundtracks. 
MATTER  OF  PRIDE.  Warner  has  thrown  a 
solid  punch  at  Sony's  plans,  though:  On 
Oct.  13,  Warner  asked  the  California  Su- 
perior Court  in  Los  Angeles  to  stop  the 
Japanese  company  from  hiring  film  pro- 
ducers Peter  Guber  and  Jon  Peters  to 
run  Columbia.  Sony  agreed  to  acquire 
their  production  operation,  Guber-Peters 
Entertainment  Co.,  for  $200  million.  But 
Warner  says  the  team  responsible  for 
the  hits  Batman  and  Rain  Man  signed 
an  agreement  to  work  exclusively  for 
Warner  Brothers  until  1994.  The  studio 
is  seeking  damages  of  over  $1  billion 
from  Sony,  Yetnikoff,  Guber,  and  Pe- 
ters. Sony  and  the  two  producers  coun- 
tersued,  claiming  that  there's  nothing 
in  the  agreement  with  Warner  to  pre- 


YETNIKOFF:  NOT  ALL  AGREE  HE 
HAS  WORKED  ANY  MAGIC 


vent  them  from  runn 
Columbia. 

Yetnikoff  has  a 
riding  on  the  outcoi 
Besides  wanting  Gu' 
and  Peters  to  run 
movie  business,  landj^u 
them  is  a  matter 
pride — and  perhaps  e 
Yetnikoff  says  he  int 
duced  the  producers 
Sony.  "Where  do  j 
think  they  found  the 
Tokyo?"  he  asks. 

Sony  executives 
frequently  with  Ye' 
koff  and  take  his 
vice,  although  it's  h 
to  imagine  the  conv 
sations  between  the 
ecutives  at  the  Japanese  company 
the  Brooklyn-born  former  lawyer  w 
talks  more  like  Jackie  Mason  than  Pei 
Mason.  Yetnikoff  says  the  cultural  ( 
ferences  are  no  barrier.  From  his  N 
York  base  in  the  early  1970s,  Yetnik' 
met  Sony's  new  chief  executive 
Norio  Ohga.  The  two 
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NEW  KIDS 
ON  THE 

BLOCK: CBS 
RECORDS  IS 
FANNING 
THE 

HYSTERIA 
OVER  THE 
NEW  BAND 


became  close  friends  working  on 
and  Sony's  joint  record  operation  in 
tn. 

ith  Ohga's  backing,  Yetnikoff  says 
)lans  to  manage  the  entertainment 
bine  on  the  basis  of  a  fuzzy  concept 
repeatedly  calls  the  " mishpocha 
h-POOK-ah)  theory,"  using  the  Yid- 
word  for  family.  Translation:  Yetni- 
believes  creative  ideas  will  flow  if 
surrounds  himself  with  talented 
ids  and  erases  some  lines  in  the  or- 
zational  charts  that  separate  art  and 
merce,  movies  and  music,  and  maybe 
I  East  and  West. 

hatever  the  strategy,  the  56-year-old 
likoffs  approach  seems  to  have 
ted  at  CBS  Records.  The  company  is 
its  fourth  consecutive  month  of  rec- 
areaking  profits  and  should  have  the 
t  successful  year  in  its  51-year  histo- 
rhe  unit  will  see  an  estimated  $2.8 
)n  in  sales  in  1989  and  more  than 

million  in  operating  profits, 
ot  everyone  agrees  that  Yetnikoff 
performed  magic.  After  all,  business 
amming  at  all  the  record  companies, 
compact  disc  is  credited  for  produc- 
a  large  part  of  the  profits.  "The 
's  still  out,"  says 
rival  executive, 
jy're  doing  better 
I  earlier  this  year, 
that's  because  CBS's 
bers  were  so  low." 
et  the  signs  are 
nising.  In  the  past. 

Records  depended 

heavily 
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on  the  success  of  a  small  group  of  hit- 
makers,  such  as  Michael  Jackson  and 
Bruce  Springsteen.  Lately,  though,  sev- 
eral new  CBS  Records  acts  have  caught 
on  with  record  buyers.  The  company  is 
enthusiastic  about  Warrant,  Living  Col- 
our, and  Bad  English.  CBS  Records  is 
also  fanning  the  current  hysteria  over  a 
band  of  teenagers  called  New  Kids  on 
the  Block.  The  group  has  three  of  the 
top  40  albums  on  the  Billboard  charts. 
NEW  TEAM.  Yetnikoff  says  CBS  Records 
is  finally  benefiting  from  the  changes 
that  he  made  after  Sony  bought  the 
company.  He  recruited  Thomas  D.  Mot- 
tola — a  41-year-old  former  musician  and 
manager  of  successful  pop  acts — to  be 
president  of  the  U.  S.  music  operation. 
Mottola,  in  turn,  hired  music  producer 
Don  lenner  to  run  the  Columbia  Records 
label  and  an  executive  at  Atlantic  Rec- 
ords, David  Glew,  to  head  CBS's  Epic 
Records. 

The  new  team  overhauled  operations, 
signed  up  lots  of  young  acts,  and  started 
scouting  for  acquisitions.  In  January, 
CBS  Records  paid  about  $85  million  for 
the  largest  country  music  publisher. 
Tree  International.  Yetnikoff  says  he 
now  has  his  eye  on  Jo- 
bete  Music,  which  owns 
the  rights  to  the  classic 
Motown  songs  from  the 
1960s.  He'd  also  like  to 
build  his  videocassette 
business.  CBS  Records 
sees  growth  ahead  in 
sales  of  its  music  vid- 
eos. Yetnikoff  could  add 
some  hot  titles  to  his 
catalog  if  he's  able  to 
make  a  deal  with  trou- 
bled Vestron  Inc.,  which 
made  the  blockbuster 
Dirty  Dancing  and 
some  specials  featuring 
Michael  Jackson. 


Sony  will  need  lots  of  hits  to  beat 
Warner.  Ross's  film  and  music  opera- 
tions are  making  record  profits.  And 
Warner  is  still  squeezing  every  dime  it 
can  from  Batman  and  the  soundtrack 
by  Prince,  an  example  of  just  the  kind  of 
synergy  Yetnikoff  will  be  trying  to  cre- 
ate between  his  film  and  music  units. 

Matching  that  success  will  not  be 
easy.  And  by  going  after  Guber  and 
Peters  and  taking  verbal  shots  at  Ross, 
Yetnikoff  may  make  the  job  even  hard- 
er. After  all,  Ross  has  built  a  career 
on  close  friendships  with  Hollywood's 
biggest  stars — and  could  use  that 
clout  against  Yetnikoff,  who's  still 
jetting  to  know  the  elite  of  Tinsel- 
'i.)wn.  But  Yetnikoff  isn't  about  to 
i  hange  his  tune.  He  has  good  rea- 
son to  believe  that  he  and  Sony 
make  a  potent  combination. 

By  David  Lieberman  in  New 

York- 


Hotel  Beijing-Toronto  is 
situated  in  the  heart  of  Beijing's 
business  and  diplomatic  area, 
on  Jianguo-Menwai  Street, 
10  minutes  from  Tiananmen 
Square,  and  within  walking 
distance  from  the  Friendship  Store. 
We  offer  superb  business  and 
pleasure  amenities,  that  include 

a  business  center,  conference 
rooms,  and  the  finest  Cantonese 
and  Continental  cuisine. 
Along  with  the  unique  and 
hospitable  personal  service 
that  has  come  to  characterize 
Nikko  Hotels  International. 
Where  the  heart  is  alwa\;s  content. 


hotel  beijing-toronto 

3,  Jianguo-Menwai  Da  Jic.  Beijing  Tel:  50022fifi 
Telex;  210011/210012  JLH  tN  Cable:  5650  BEIJING 

Managed  by 


nikko  hotels  international 

For  reservations,  call  your  travel  agent. 
Japan  Air  Lines,  or  Nikko  Hotels  International; 
Toll  free  in  U  S  and  Canada 
1-800-NIKKO-US  (645-5687) 
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"The  NBA  needed 
computers  that 
could  keep  pace 
with  our  rapid 
growth.That's 

why  we  teamed  up 
with  Digital? 


"The  National  Basketball 
Association's  business  has  just  about 
tripled  in  6  years.  Our  games  are  the 
core  of  what's  become  a  wide  range 
of  enterprises -retail  licensing,  home 
video,  TV  production,  event  market- 
ing, publishing,  sponsorship  and 
media  sales.  Our  continued  growth, 
both  domestically  and  internationally, 
depends  on  using  efficient  and  intelli- 
gent computer  technology.  And  that's 
the  reason  we  chose  Digital. 

"With  Digital's  ALL-IN-l™  soft- 
ware, we'll  be  able  to  share  business 
and  statistical  information  league- 
wide.  Plus,  Digitiil's  single  architeaure 
gives  us  a  flexible  growth  path,  mak- 
ing us  confident  we  can  tie  all  present 
and  future  businesses  together  easily 
and  without  limitations. 

"Just  like  our  teams,  in  this  busi- 
ness you  look  for  an  edge  and  you 
make  the  most  of  it.  Digital  gives  us 
that  edge." 

The  rewards  of  working  together. 

Digital's  single  architecture  assures 
you  that  all  our  computers,  both  cur- 
rent and  future,  will  work  together. 

Today,  with  this  architecture, 
Digital  gives  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  nnv«    •  1 

Digital 


has 
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SOFTWARE  I 


'MICROSOFT  IS  LIKE  AH  ELEPHANT 
ROLLIHG  AROUHD,  SQUASHIHG  AHTS' 


As  the  company's  dominance  grows,  so  have  the  complaints  of  other  suppliers  of  software 


There's  no  doubt  about  it.  Microsoft 
Corp.  wants  to  dominate  the 
world — the  personal  computer 
software  world,  that  is.  And  it  isn't  very 
far  from  doing  so:  It  already  supplies 
the  core  software  for  just  about  all  of 
the  world's  25  million-plus  IBM  PCs  and 
their  clones.  It  has  done  well,  too,  in 
many  sectors  of  the  huge  market  for  PC 
applications  programs — spreadsheets, 
word  processors,  and  the  like.  All  in  all, 
it's  the  leader  in  total  PC  software 
sales — Wall  Street  expects  revenues  of 
$1.1  billion  for  the  year  ending  next 
June,  up  407'  from  the  year  before. 

Now,  Microsoft  is  beginning  to  suffer 
the  slings  and  arrows  that  often  come 
with  such  fortune.  Other  suppliers  of  PC 
software  are  downright  angry  over  its 
dominance.  The  company,  they  say,  is 
just  too  powerful  and  its  products  too 
pervasive.  Its  virtual  monopoly  in  PC  op- 
erating systems — the  software  life-sup- 
port systems  that  all  other  programs 
call  upon  for  access  to  the  PC's  memory, 
disk  drives,  and  display  screen — means 
that  Microsoft's  every  technical  change, 
strategy  shift,  or  mistake  can  adversely 
affect  producers  of  applications  soft- 
ware. They  argue,  moreover,  that  Micro- 
soft is  abusing  its  systems  software 
edge  to  ])ut  them  at  a  disadvantage — 
and  win  greater  control  of  the  market. 
INTIMATE  TIES.  This,  critics  say,  will 
make  it  harder  for  Microsoft's  small 
competitors  to  jjrosper.  And  that  hints  at 
less  innovation  in  software,  the  one  part 
of  the  world  comj)uter  market  in  which 
U.  S.  companies  still  hold  an  unas-sailablr 
edge.  Says  Fred  M.  Gibbons,  president 
of  $100  million-plus  Software  Publishing 
Corp.:  "Microsoft  is  like  an  elephant  roll 
ing  around,  s()uashing  ants." 

William  H.  Gates  III,  Microsoft's  ceo, 
argues  that  such  fears  are  misplaced. 
He  contends  that  his  company  is  so  in- 
fluential simply  because  it  knows  more 
than  any  other  about  how  the  pieces  of  a 
PC  fit  together,  from  chips  to  other  com- 
ponents to  software.  Microsoft's  inti- 
i.iate  ties  with  leading  companies  such 
IHM,  Compaq,  and  Intel  bode  well  for 
'J.S.  computer  industry,  he  argues. 
y.y  virtue  of  those  relationshi|)s,  Micro- 
;--.li  ;•;•>»   establish  coherent  technical 


standards — in  graphics,  communications, 
or  computer  languages,  for  instance — 
that  if  followed  by  everyone  would 
speed  up  the  process  of  writing  new  pro- 
grams. Those  would  help  sell  machines, 
fulfilling  Gates's  vision  of  a  PC  on  every 
desk  and  in  every  home. 

What  worries  other  software  makers 
is  where  they  fit  into  this  vision.  While 
tightening  its  grip  on  the  $1.4  billion  sys- 
tems software  market,  where  its  MS-DO.s 
and  OS/2  operating  systems  are  king, 
Microsoft  has  pushed  harder  than  ever 
into  the  $4.4  billion  market  for  applica- 
tions packages.  Its  Microsoft  Word  text- 
processing  program.  Excel  spreadsheet, 
and  other  such  products  now  account  for 
417'  of  total  revenues — almost  equal  to 
its  systems  business.  And  competitors 
say  they're  getting  squeezed. 

Recently,  for  example,  Microsoft 


stopped  providing  them  with  lists  of  c 
tomers  that  use  Windows,  its  graphi 
extension  to  MS-DOS.  Instead,  it  offe: 
to  place  ads  for  their  Windows-comp  ilopi 
ble  software  in  a  booklet  shipped  w  (iis 
each  copy  of  Windows.  Competitors  s 
pected  that  Microsoft's  own  applicatii 
group  was  still  getting  the  lists.  So  tl 
complained — and  got  the  lists  back. 
VOCAL  CRITIC.  More  unsettling  are  sui  rogi 
cions  that  Microsoft  doesn't  keep  its 
terns  and  applications  groups  as  se 
rate  as  it  promises — that  church 
state  tend  to  mingle.  Competitors  fig" 
that  if  Microsoft's  applications  peo 
get  peeks  at  unannounced  systems  S( 
ware,  they  should,  too.  Otherwi  fui 
they're  at  a  disadvantage.  Micros 
fuels  suspicions  by  sometimes  shift  jiti 
workers  between  its  groups.  And  S 
Agenda  90,  a  recent  trade  conferer|  lad 
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siders  were  angered  to  see  an  Excel 
icialist  demonstrating  new  operating 
item  features  that  they  hadn't  been 
sfed  on.  Apple  Computer  Inc.  solved 
:h  conflicts  in  1987  by  spinning  off  its 
)lications  group  into  an  independent 
npany,  called  Claris  Corp.  Gates  says 
t's  not  necessary  at 
;rosoft. 

^licrografx,  a  tiny 
iphics  software  compa- 
might  disagree.  Re- 
itly,  it  approached  Mi- 
soft  with  a  program  it 
ught  the  larger  com- 
ly  might  want  to  use. 
t  it  showed  it  only  to 
;rosoft's  applications 
^elopers — not  to  its 
items  people,  who  it 
ired  would  copy  its 
iprietary  ideas.  Micro- 
ifx  President  J.  Paul 
lyson  says  that  one  person  who  saw 
program  was  soon  transferred  to  Mi- 
soft's  systems  division.  Eventually, 
tes  placated  Grayson  with  a  cross-li- 
ising  deal,  which  Microsoft  concedes 
s  unusually  generous.  Still,  Grayson 
'■s  he  was  "manipulated  by  Micro- 
t,"  which  insists  it  did  nothing  wrong. 
INFUL  P.S.  Whatever  the  case,  Micro- 
t's  tactics  have  strained  relations 
in  with  partners.  This  fall,  John  War- 
;k,  chief  executive  of  Adobe  Systems 
:.,  had  an  emotional,  public  falling  out 
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with  Gates.  Adobe's  top  product,  called 
Postscript,  is  a  key  program  for  desktop 
publishing.  Earlier  this  year,  Apple,  Ado- 
be's best  customer,  said  it  would  replace 
Postscript  in  Apple  computers.  Microsoft 
continued  to  do  business  with  Adobe. 
Then,  in  September,  Apple  and  Microsoft 
surprised  Warnock  by  an- 
nouncing at  an  industry 
conference  that  they 
would  collaborate  in  com- 
peting with  Adobe.  Says 
Warnock:  "We  used  to  be 
a  strong  ally  of  Micro- 
soft." Now,  "it's  easier  to 
help  their  competitors." 

'The  biggest  gripes 
have  been  with  Micro- 
soft's moves  in  operating 
systems.  Like  Microsoft, 
its  competitors  use  those 
basic  programs  as  "plat- 
forms" upon  which  to 
construct  applications  software.  But  if 
the  platform  is  shaky,  late  to  market,  or 
just  not  selling  well,  writing  software 
for  it  can  be  risky — as  the  tale  of  Win- 
dows shows. 

Starting  in  early  1983,  Microsoft  tried 
to  supplement  MS-DOS  with  Windows,  a 
program  that  makes  PCs  act  much  like 
Apple's  Macintosh.  But  outside  develop- 
ers were  wary  of  writing  programs  for 
Windows,  which  was  16  months  late  to 
market,  because  of  its  many  early  tech- 
nical problems.  They  say  Microsoft  also 
gave  them  mixed  signals:  It  positioned 
Windows  as  a  program  mainly  for  low- 
end  PCs,  while  it  worked  on  a  more  ad- 
vanced— but  incompatible — operating 
system  called  OS/2  for  more  powerful 
computers.  And  IBM  threw  its  weight  be- 
hind OS/2. 

Much  to  the  industry's  surprise,  how- 
ever, OS/2  has  caught  on  slowly.  And 
Windows  has  taken  off.  Microsoft  has 
shipped  2  million  copies  of  it,  compared 
with  only  150,000  of  OS/2.  And  next 
year,  it  will  bring  out  a  major  revision  of 
Windows  that  will  be  easier  to  program 
and  more  functional  than  the  original — 
enough  so,  in  fact,  to  do  many  of  the 
same  jobs  that  OS/2  was  supposed  to 
handle.  Windows,  says  David  G.  Bayer, 
an  analyst  at  Montgomery  Securities, 
"has  become  the  platform  of  choice." 
DUPLICITOUS?  Guess  which  company  is 
poised  to  exploit  that  platform?  While 
most  competitors  concentrated  on  writ- 
ing for  OS/2,  Microsoft  has  been  ready- 
ing a  slew  of  applications  for  Windows 
as  well.  They  include  a  fancy  new  word 
processor,  a  project  management  pro- 
gram, and  a  long-rumored  data-base  pro- 
gram called  Omega.  That's  leading  com- 
panies such  as  Lotus  Development  and 
Software  Publishing  to  call  Microsoft 
duplicitous.  They  charge  that  Microsoft 
enhanced  Windows  just  to  help  its  own 
applications  group.  And,  they  claim,  the 


more  powerful  Windows  will  further 
hurt  OS/2.  "It's  irresponsible  of  Micro- 
soft to  do  that,"  says  Software  Publish- 
ing's  Gibbons. 

Even  discounting  the  effect  of  a  re- 
vived Windows,  Microsoft  has  disap- 
pointed those  counting  on  OS/2.  Intro- 
duced in  1987,  that  program  still  can't  do 
all  it  promised,  such  as  use  all  the  power 
of  Intel  Corp.'s  popular  80386  chip. 
Worse,  perhaps,  is  that  Microsoft  still 
offers  no  aids  for  modifying  Windows 
programs  to  work  with  OS/2.  A  recent 
poll  shows  that  software  executives 
don't  expect  OS/2  to  really  catch  on  un- 
til 1993 — two  years  later  than  what  they 
predicted  last  year.  Gates's  answer:  Mi- 
crosoft is  devoting  the  maximum  feasi- 
ble engineering  talent  to  OS/2  and  Win- 
dows, favoring  neither. 
'SLIDEWARE.'  On  top  of  all  this  are  wilder 
accusations — for  instance,  that  Micro- 
soft peddles  nonexistent  products  to 
scare  off  competition.  Michael  J.  Maples, 
the  company's  vice-president  of  applica- 
tions software,  shows  slides  at  trade 
shows  that  list  the  software  markets  Mi- 
crosoft intends  to  enter — programs  for 
desktop  presentations,  for  instance.  One 
competitor  calls  that  "slideware.  They 
have  slides  saying  they're  going  to  be 
involved  in  every  conceivable  area  of  in- 
novation five  years  from  now,"  he  says. 
"It  slows  the  pace  of  innovation"  by  in- 
timidating smaller  competitors. 

Gates  laughs  off  the  idea  of  software 
companies  ([uaking  in  their  boots.  "So 
what  are  they  doing  instead,  starting 
fast-food  restaurants?"  he  quips.  "I've 
never  heard  anyone  say,  'we're  chicken, 
we  can't  compete  with  you.'  "  WordPer- 
fect Corp.,  for  example,  is  beating  Micro- 
soft in  word  processing,  with  a  407' 
share  of  the  market,  up  from  16'a  three 
years  ago.  And  companies  such  as  Mi- 
crografx  and  Atlanta-based  Samna  Corp. 
have  drawn  technical  praise  for  their  ap- 
plications programs  for  Windows. 

In  fact,  many  of  Microsoft's  critics 
helped  create  their  own  problems  when 
they  ignored  its  pleas  to  develop  applica- 
tions for  Windows.  "Even  when  Gates 
makes  a  mistake,  people  turn  it  into  a 
Machiavellian  plot,"  says  Gordon  E.  Eu- 
banks  Jr.,  president  of  software  house 
Symantec  Corp.  And  Steven  A.  Ballmer, 
senior  vice-president  for  Microsoft's  sys- 
tems division,  disputes  the  charge  that 
his  people  give  their  counterparts  in  ap- 
plications previews  of  their  upcoming 
systems  products. 

Since  Microsoft  earns  more  from  sys- 
tems than  from  applications  programs, 
Ballmer  says,  he  would  be  foolish  to 
jeopardize  his  market  just  to  boost  appli- 
cations sales.  Indeed,  he  recounts  an  oc- 
casion when  Microsoft's  developers  of 
Excel  accosted  him  in  the  company  cafe- 
teria for  revealing  their  work  to  Lotus, 
which  confers  often  with  Microsoft  on 
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If  your 800  service  goes  o| 
long  distance  company  leave  yc  n 


Did  you  know  that  if  you're  not  using  AT&Tand 
your 800  service  goes  out,  it  could  be  down  for  hours? 

Losing  your  800  calls  is  bad  enough.  Not  knowing 
when  they'll  come  back  is  even  worse.  And  while  your  800 
ser\  ice  is  out,  to  your  callers, you're  out  of  business. 

Introducing  the  AT&T 800  Assurance  Policy. 

If  yi  lur  HOO  calls  can't  get  through,whether  it's  because 
of  problems  w  irh  your  telephone  equipment, your  local  tele- 
!  thone  line  or  the  AT&T  Network,  AT&T  will  provide  alternate 
■iTvice  until  regular  service  can  be  restored.  You'll  be  up  and 


running  within  60  minutes  of  notifying  the  AT&T  service 
hotline.  Guaranteed. 

In  one  hour  or  less,  AT&T  will  route  800  calls  to  anotl 
working  telephone  line,  either  in  your  office  or  any  other 
location  you  request.  Or,  calls  can  be  routed  to  a  custom!/ 
recorded  announcement  in  the  AT&T  Network.  Whichevei 
option  you  select  for  your  business,  the  AT&T 800  Assu ran 
Policy  is  automatic,  free  of  charge...  and  exclusively  from  AT 

In  addition  to  the  AT&T 800  Assurance  Policy  AT&T 
continues  to  provide  all  basic  800  customers  with  the  fast' 
call  set  up  time  and  the  fewest  blocked  calls  of  any  netwo 
The  result?  More  calls.  More  often.  In  short,  more  business 


-  1989  ArST.  Pending  FCC  approval,  effective  October  16,1989.  Applies  to  domestic  800  services. 


AT&T 

The  right  choice. 
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changes  in  its  operating  systems.  "Tell- 
ing me  is  as  good  as  telling  Lotus,"  he 
says,  as  if  to  prove  his  independence. 

So,  the  tension  mounts.  But  what  can 
Microsoft's  rivals  do?  Their  dependence 
on  its  PC  operating  systems  puts  them  at 
a  disadvantage.  But  no  company — not 
even  IBM — has  been  able  to  avoid  that. 
They  might  try  to  subvert  Microsoft's 
efforts  to  win  control  over  every  critical 
software  standard  in  the  PC  market.  "If 
people  are  feeling  mishandled,  they're 
going  to  look   for  other  [partners]," 


warns  Lotus  CEO  Jim  P.  Manzi.  A  likely 
one  would  be  the  group  of  suppliers 
backing  American  Telephone  &  Tele- 
graph Co.'s  Unix  operating  system, 
which  rivals  OS/2  in  scope  and  function. 

But  Unix'  base  of  existing  customers 
is  minuscule  compared  with  MS-DOS's. 
And  Microsoft  already  has  the  best-sell- 
ing version  of  Unix  for  personal  comput- 
ers, called  Xenix.  Perhaps,  for  competi- 
tors, there's  just  one  choice:  Learn  to 
dance  with  the  elephant. 

By  Richard  Brandt  in  San  Francisco 


WHAT  NOT  DOING  WINDOWS  COSTS  lOTUS 


400 
300 
200 
100 


It's  enough  to  drive  Lotus  Develop- 
ment Corp.  to  whining.  Lotus  spent 
three  frustrating  years  and  millions 
of  dollars  to  bring  out  two  versions  of 
its  1-2-;:!  spreadsheet  program  that  can 
work  with  Microsoft  Corp.'s  OS/2  Pre- 
sentation Manager,  the  basic  software, 
or  operating  system,  that  was  sup- 
posed to  turn  every  PC  into  a  Macin- 
tosh. But  OS/2  isn't  selling  well.  And 
Microsoft,  unexpectedly, 
is  selling  loads  of  an  al- 
ternative called  Win- 
dows, an  earlier  pro- 
gram that  has  lots  of 
Presentation  Manager's 
easy-to-use  graphics. 

Microsoft  wins  no 
matter  which  program 
takes  off.  Its  own 
spreadsheet,  called  Ex- 
cel, works  with  both. 
But  Lotus  isn't  so  lucky. 
Its  advanced  new  1-2-3, 
called  Release  3.0,  won't 
work  with  Windows.  As  Excel  makes 
inroads,  "Lotus  has  found  that  there's 
this  large  installed  base  of  Windows 
users  that  it  decided  to  ignore,"  says 
analyst  David  Readerman  at  Shearson 
Lehman  Hutton  Inc. 
LATEST  WOE.  That  has  led  to  some  pub- 
lic griping.  For  software  companies, 
"choosing  an  operating  system"  to 
write  programs  for  "should  not  be 
equivalent  to  betting  on  a  horse  race," 
Lotus  ;  r;o  Jim  P.  Manzi  told  some  of 
his  per;:-;  in  a  recent  speech.  "Windows 
like  horse  that  was  about  to  be  put 
to  p;;s:';:  :,'  hut  was  then  revitalized." 

iuu- .  J  coiporate  buyers  such  as 
Ea;.i::  ■  :  V  viai  C".  and  BankAmerica 
^•'  ■p       .ti  'i  wi^nt  to  upgrade  pro- 

■  -'i"-  ■  13  ind  use  Windows  as 

■  -.ii  ;  :us    .  Less  powerful  ver- 

-   -  '■  vv      with  Windows,  but 
ti-  'V  •'         :>k>:       antage  of  many  of 
.:.Tai.r..  -..i  ':'.     .  .'s.  Lotus  probably 
solvi.-  !,h<i.  ,     •,..-m:  "We're  not  na- 
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ive,"  says  Frank  A.  Ingari,  vice-presi- 
dent of  its  PC  spreadsheet  division.  But 
analysts  say  the  revised  program  could 
take  a  year  to  produce. 

The  Windows  flap  is  just  the  latest 
woe  for  seven-year-old  Lotus.  True, 
customers  are  buying  more  of  1-2-3 
than  competing  products,  giving  Lotus 
65'/^  of  the  $600  million  world  market 
for  PC  spreadsheets.  But  so  far.  Re- 
lease 3.0  may  not  be  do- 
ing as  well  as  its  other 
new  version,  called  Re- 
lease 2.2,  which  runs  on 
less  powerful  PCs.  Some 
customers  even  are 
sticking  with  Release 
2.01,  now  more  than 
three  years  old.  At  Soft- 
sel  Inc.,  a  software  dis- 
tributor. Release  2.2  is 
outselling  3.0  by  3  to  2. 
Corporate  Software  Inc. 
says  its  ratio  is  more 
than  2  to  1.  Lotus  dis- 
l)utes  such  numbers,  claiming  that  2.2 
and  3.0  are  selling  about  the  same. 

The  split  means  a  lot  to  Lotus,  which 
gets  two-thirds  of  its  profits  from 
spreadsheets.  Next  year,  it  will  lift 
3.0's  list  price  to  $595,  some  $100  high- 
er than  other  versions.  That  might  add 
$20  million  or  more  to  Lotus'  overall 
revenues  in  1990.  But  it  might  not: 
"The  question  is,  does  Lotus  see  a  fall- 
off  after  this  initial  upgrade  bubble?" 
says  Richard  G.  Sherlund,  an  analyst 
at  Goldman  Sachs  &  Co. 

Profits  dipped  while  Lotus  struggled 
to  get  3.0  out  the  door.  But  it  now 
expects  to  finish  this  year  with  strong 
earnings.  Its  spreadsheet  sales  have 
returned  to  historical  levels  of  about 
110,000  units  a  month.  And  sales  of  2.2 
and  3.0  will  boost  revenues  by  $30  mil- 
lion this  year.  Now,  all  Lotus  needs  is 
one  more  product — so  it  can  bet  on  two 
Microsoft  horses  at  once. 

By  Keith  H.  Hammonds  in  Boston 


COMPUTERS  I 


A  HEAVYWEIGHT  l\ 
LIGHTWEIGHT 


Compaq's  new  laptop  may  win  1 


R; 


|0d  Canion  keeps  his  word — e\ 
tually.  For  years,  the  presiden 
Compaq  Computer  Corp.  pr 
ised  that  his  company  would  build  a 
top  computer  as  soon  as  it  could  dd 
without  compromises  such  as  elimi 
ing  floppy  disks.  Lately,  with  Zei 
Data  Systems  Corp.  and  Japanese  m 
selling  laptops  with  all  the  customariJ 
features,  Canion's  pledge  began  sou 
ing  hollow.  Even  Compaq's  first  batti 
powered  PC,  although  a  runaway  \ 
cess,  had  drawbacks:  At  a  time  when 
Japanese  were  pushing  down  the  d 
weight,  and  price  of  laptops,  the  Com 
machine  came  in  at  a  hulking 
pounds — and  v/ith  a  $5,400  base  pric 
Now,  Canion  has  kept  his  pron 
with  a  pair  of  laptops  that  weigh  on 
pounds,  fit  in  a  briefcase,  and  don't  d 
a  lot  more  than  competing  PCs.  Tn 
are  the  first  "notebook"  models  (S'/a 
11  by  178  inches)  to  incorporate  a 
size  floppy  disk.  An  optional  hard 
storing  20  million  or  40  million  cha 
ters  of  data,  boosts  the  weight  to 
6.7  pounds.  Starting  at  $2,400,  the  t 
LTE  is  aimed  at  NEC  Corp.'s  Ultralite 
Zenith's  Minisport,  the  leading  noteb 
PCs.  The  competing  models  don't  ha\ 
standard  floppy  disk  drive  and  can't 
commodate  a  built-in  hard  disk.  A 
ond  Compaq  LTE  model,  based  on 
faster  Intel  80286  microprocessor,  st; 
at  $3,899.  "These  are  breakthrough 
terns,"  says  Peter  J.  Tiege,  an  analys 
market  researcher  InfoCorp. 
INSTANT  HIT.  Some  breakthroughs  c: 
from  Japan's  Citizen  Watch  Co.,  wl 
will  build  LTEs  for  the  European  mar 
Citizen  also  worked  on  manufactui 
problems.  "We  benefited  from  their  i 
iaturization  experience,"  says  Canior 
On  Wall  Street,  the  laptops  were 
instant  hit.  Rumors  of  their  debut 
Compaq's  stock  to  a  record  107  on 
10.  The  Oct.  16  announcement  pus 
the  stock  back  to  103%  on  Oct.  17 
from  98  after  the  market  dove  on  Fri 
the  13th.  Predicting  that  Compaq 
sell  190,000  LTES  by  the  end  of  r 
year,  Prudential-Bache  Securities 
analyst  Kimball  H.  Brown  has  booi 
1990  earnings  estimates  by  20$,  to  $' 
per  share.  That  should  make  Compi 
lightweight  laptops  worth  the  wait. 

By  Geoff  Lems  in  New  1 
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INFORMATION  PROC^ 


Lux  One-Fam,  138  Cu  Ft, W/W Carpet, 
Magnif  Liv  Spce,  4-Drs,  Hi  Ceil,  Easy 
Commute  City/Shppg/ Wilderness.  New. 


Its  good  to  tind  somett^ing  that  rewards 
/our  investment  as  handsomely  as  the  new 
^ontero. 

Consider  it  just  as  a  4x4;  automatic-locking 
iubs,  4-wheel  drive,  and  a  3.0- liter,  143  hp,  V-6 
Dowerplant  are  all  standard.  They  let  Montero 
ake  you  out  where  the  Grt  Vus  are. 

In  comfort,  "Off-road,  the  Montero  handled 
he  rough  with  grace,"  reported  Motor  Trend, 
courtesy  of  its  independent  suspension  with 
jnequal-length  A-arms,  torsion  bars,  and  anti- 
dII  bar  in  front  and  solid  axle  with  coil  springs 
1  back," 

But  there's  no  sense  in  achieving  such 
comfort  and  control  off-road,  only  to  feel  sorely 
out  of  place  on  the  highway  So  the  Montero's 
iophisticated  suspension  system  is  designed 


to  be  smooth-riding  on  the  paved  roads. 

Add  the  fact  that  the  4-door  Montero  provides 
nearly  a  third  more  interior  cargo  space  than 
Jeep  Cherokee  or  Isuzu  Trooper  II,  and  you'll 
see  why  Motor  Trend  ultimately  chose  it  Top 
Buy  in  the  Sport/Utility  Class  for  1989. 
All  this,  and  so  Vry  Rsnably  Prod  at  only  $1 7,099.* 
Call  1-800-447-4700  for  your  nearest 
Mitsubishi  Motors  dealer 

■Mtissugg  reiaiiptice  Actual  price  sel  by  dlti  fax,  he .  freighi,  dli  opiions  and  charges  extra 
(Montero  stnown  with  optional  alloy  wheels— M  S  R  P  $464  ) 


MITSUBISHI  4 

MONTERO  " 


SUDDENLY  THE  OBVIOUS  CHOICE 


How  in  the  world  do 
time-release  medica- 
tions  know  when  to 
dissolve?  Is  it  magic? 
Or  is  it  Carbopol®? 
Many  multina- 
tional  manufacturers 
of  laxatives,  cold 


remedies,  appetite  suppressors,  and  antie 
biotics  rely  on  Carbopol  products  from 
BFGoodrich.  They're  specialty  polyme 
that  literally  tell  these  pharmaceuticals 
when  to  dissolve  and  release  their  action 
ingredients.  leci; 

When  you  swallow  a  tablet,  the  In.  ; 
Carbopol  turns  into  a  gel.  Depending  c)' 


e  amount  and  consistency  of  the  gel, 
gredients  are  steadily  released  slowly 
quickly. 

Carbopol  is  just  one  of  many  special- 
irpose  products  from  our  fast-growing 
)ecialty  Chemical  business  segment, 
his  segment's  operating  income  rose 
)%  in  1988,  and  we  expect  it  to  pro- 


duce an  increasingly  greater  portion 
of  our  company's  profits  in  the  near 
future. 

You  might  say  we're  a  $2.4  billion 
company  whose  time  has  come. 

BFGoodrich 

Chemicals  and  Aerospace 


nf  orrhation  Processi  n 


TELECOMMUNICATIONS  I 


REVOLT  OF  UNCLE  SAM'S 
PAPER  PUSHERS 


AT&T  and  Sprint  sweat  over  bureaucrats'  fear  of  high  tech 


American  Telephone  &  Telegraph 
Co.  and  U.  S.  Sprint  Communica- 
tions Co.  were  hailed  la.st  Decem- 
ber as  the  victors  in  a  bruising  battle  for 
one  of  the  largest  nonmilitary  govern- 
ment projects  in  U.  S.  history — replacing 
the  federal  government's  aging  tele- 
phone network.  It  was  said  the  $25  bil- 
lion, 10-year  contract  could  mean  mega- 
profits   for  the  companies.   And  the 


analyst  with  Donaldson,  Lufkin  &  Jen- 
rette  Securities  Corp.  "But  it's  not  worth 
anything  unless  you  get  the  ore  out." 

Trying  to  market  big-buck  gizmos  to 
bureaucrats  for  whom  even  a  one-page 
memo  is  an  exercise  in  creative  caution 
isn't  the  only  problem  facing  AT&T  and 
Sprint.  To  keep  the  companies  on  their 
toes.  Congress  ordered  that  the  current 
split  of  the  pie — AT&T  gets  607'  and 


tance  to  change,  industry  leader  'a 
and  No.  3  Sprint  have  assembled  scj 
of  salespeople  and  engineers  to  mo 
hard  sell.  But  at  the  moment,  go' 
ment  procurement  officials  are  still 
fused  over  what  the  system  can  do| 
why  they  should  buy  it.  "FTS-2000  i 
of  the  most  misunderstood  pro 
around,"  says  Deanna  Smith,  a  ma 
ing  manager  at  AT&T. 
HAND-HOLDING.  Many  government  ij 
agers  still  aren't  sure  what  the  new 
tem  will  do  that  the  old  one  coul 
Those  who  understand  the  differel|^t 
aren't  sure  they  need  all  the  new 
vices.  And  given  the  proclivities  ofii! 
reaucrats,  "a  lot  of  people  don't  wai/jt< 
be  the  guinea  pig,"  says  Jo  Alice  J'hi 
director  of  the  Small  Business  Adniii; 
tration's  Office  of  Computers. 

Winning  big  sales  could  take  moti; 
of  hand-holding — if  the  Federal  Buiai 


[H  ojijci  .-('ciiis  to  be  going  .mudoiIiI},  .  Tiie 
systems's  initial  phase  made  a  flawless 
debut  as  scheduled  on  Oct.  11. 

So  why  are  AT&T  and  Sprint  salespeo- 
ple fanning  out  over  Washington,  put- 
ting on  glossy  slide  shows  and  spending 
hours  currying  favor  with  bureaucrats 
in  the  bowels  of  agency  offices?  Because 
the  giant  project  called  FTS-2000,  once 
thought  to  be  a  bottom-line  bonanza, 
may  not  be.  Instead  of  eagerly  embrac- 
ing the  technology  of  the  future,  manag- 
ers wedded  to  pushing  paper  are  proving 
rehictant  to  alter  their  stodgy  ways. 
HARD  SELL.  Providing  basic  long-distance 
service  is  only  part  of  the  fTS  deal.  AT&T 
and  Sprint  hope  to  derive  more  than  half 
the  $25  billion  from  selling  expensive  op- 
tional bells  and  whistles  such  as  elec- 
tronic mail,  videoconferencing,  and  high- 
si)eed  facsimile  transmission.  While  such 
services  are  commonplace  to  business 
customers,  they're  space-age  technology 
to  risk-averse  bureaucrats,  who  worry 
^ihout  glitches  and  startup  snafus.  That 
li.\s  AT&T  and  Sprint,  a  unit  of  United 
'i'eU'communications  Inc.,  scrambling  to 
sell  the  options.  FTS-2000  remains  a  po- 
tential gold  mine,  says  Joel  Gross,  an 


Sprinl  4(1  — cunic  up  for  re\  iew  by  llif 
General  Services  Administration  in  1992 
and  again  in  1995.  At  either  point,  the 
GSA  could  take  40'a  of  one  company's 
share  and  give  it  to  the  other. 

Even  more  interesting,  MCI  Communi- 
cations Corp.,  which  lost  the  bitter  battle 
for  a  piece  of  the  action,  is  nipping  at 
the  victors'  heels  in  its  usual  underdog 
fashion.  The  No.  2  long-distance  carrier 
has  complained  to  the  GSA,  the  project's 


The  challenge:  Getting 
risk-averse  managers  to 
adopt  big-buck  gizmos  such  as 
videoconferencing 


overseer,  that  some  of  AT&T's  service 
offerings  connect  outsiders  with  the 
government.  That  would  go  beyond  the 
original  contract — and  could  hurt  MCI. 
If  the  GSA  agrees,  it  could  make  AT&T 
back  off. 

To  overcome  the  bureaucrats'  resis- 


u!  luvesligaliun  is  any  indication.  D; 
W.  Wade,  the  FBI's  telecommunicati 
manager,  bought  a  computer  netw 
from  Sprint  in  order  to  speed  the  flov 
information  between  headquarters 
the  bureau's  offices  around  the  coun 
But  he's  in  no  hurry  to  do  more, 
not  ready  to  make  a  1007'  transitior 
FTS-200()  right  away,"  he  says.  "W 
all  being  a  little  bit  cautious." 

As  the  companies  plug  their  wa 
government  customers  increasingly 
being  switched  over  to  the  basic  sys 
of  high-speed,  fiber-optic  cables.  By  n 
summer,  the  system  should  be  provid 
basic  long-distance  service  to  more  tl 
1.3  million  government  employees  at 
federal  agencies.  When  completed,  it 
be  the  world's  largest  private  phone 
work,  and  it  should  save  the  governm 
an  estimated  $200  million  a  year  in  t 
phone  bills. 

That  should  put  a  smile  on  the  face 
budget-conscious  Uncle  Sam.  Whet 
AT&T  and  United  Telecom  sharehold 
will  be  equally  pleased  depends  on  h^ 
many  sales  the  two  outfits  can  wr' 
from  reluctant  bureaucrats. 

By  Mark  Lewyn  in  Washing 
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INFORMATION  PR0CE5 


At  Last,  Big  Digital  Prints 
That  Lool(  Like  They  Came  From 
A  Camera,  Not  A  Computer. 


You've  never  seen  anything  like  it.  Because 
who  else  but  Kodak  could  get  a  printer  to  create 
photographic-quality  prints  and  transparencies 
up  to  11"  X 11"  from  a  computer  in  4  to  6  minutes. 

Which  is  why  the  KODAK  XL  7700  Digital 
Continuous  Tone  Printer  can  make  such  a  giant 
contribution  to  your  digital  imaging  workstation. 

It  acts  like  a  computer-driven  camera.  Its  image 
buffer  allows  for  multiple-copy  printing.  And,  with 
eight  pixels/mm  and  24-bit  color  for  16  million 
color  combinations  (256  levels  per  color),  the  re- 


sulting thermal  dye  transfer  prints  are  hard  to  dis- 
tinguish from  conventional  photos.  We  also  pro- 
duce a  full  complement  of  KODAK  EKTATHERM 
Media — ranging  from  high-quality  electronic 
print  paper  and  transparency  material  to  black- 
and-white  or  color-dye  cartridges. 

So  see  the  computer  printer  that  produces 
camera-quality  images.  Call  1  80044KODAK 
(1  800  445-6325),  Ext  110,  for  additional  informa- 
tion and  full  specifications.  In  Canada,  call 
1  800  46KODAK,  Dept  345. 


Electronic  still  photography  from  Kodak 
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WE  DID  IT 
3AIN. 


iting  the  bullet  is  never  easy. 
Even  when  you're  used  to  it. 
But  several  years  ago,  vdien  The 
Timken  Company  bit  the  bullet  and 
committed  over  a  half  billion  dollars 
to  build  America's  first  alloy  steel  mill 
in  a  quarter  of  a  century,  it  turned  out 
that  we  got  more  than  our  money's 
worth. 

And  so  did  you.  Because  it's  paying 
off  not  just  in  the  world's  highest- 
quality  alloy  steel,  but  also  in  the 
better  bearings  we're  now  making 
out  of  it. 

Which  is  why,  after  much  consider- 
ation, we've  decided  to  do  it  again. 

But  this  time  we're  concentrating 
on  our  bearing  business,  and  taking 
an  even  bigger  bite. 

More  than  a  billion  dollars  in 
capital  expenditures  to  be  spent  over 
the  next  five  years,  including  some 
investments  in  steel,  as  well. 

How  will  we  spend  it? 

On  the  new  products,  manufactur- 
ing facilities  and  anything  else  it  will 
take  to  bring  you  simply  the  best 
tapered  roller  bearings  and  quality 
alloy  steel  anywhere  in  the  world. 

But  perhaps  even  more  important 
than  how  we're  spending  it,  is  why 
we're  spending  it. 

The  future. 

Yours  and  ours. 

It's  why  The  Timken  Company  has 
and  will  continue  to  spend  every 
penny  necessary  to  supply  you  with 
the  superior  products  and  processes 
we  both  need  to  compete. 

And  it's  why  even  though  we 
fully  expect  this  latest  billion  to  take 
both  of  us  a  long  way,  if  we  need  to, 
we'll  do  exactly  what  you'd  exj)ect 
us  to  do. 

We'll  do  it  again. 

The  Timken  Company,  Canton, 
Ohio  44706.  

A  NEW  BREED  OF  SUPPLIER 


TIMKEN 

BtGiSftBfO  TBAOEMABK 
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THOUSAND  OAKS,  CALIFORr^ 


Why  doiVt  you  watch 
where  you  Ye  going? 


WE'RE  MORE  ACCURATE 
THAN  ALL  OF  THESE. 


Where  do  you  see 
your  company  a  year 
from  now?  Five  years? 
How  about  ten? 

It  may  surprise 
you  to  learn  that  the 
answers  to  those 
questions  could  come 
from  space. 

Or,  more  pre- 
cisely, from  a  satellite. 

In  fact,  thousands  of  companies 
all  over  the  globe  are  already  using 
the  information  we  provide. 

We  help  manufacturers  locate 
new  plant  sites  with  the  requisite 
abundance  of  access  roads. 

We  leod  retailers  to  more 
customers  by  monitoring  population 
trends. 

We  even  help  transportation 
companies  save  fuel  by  suggesting 
more  efficient  routes. 

Of  CQt.!rse,  aii  of  this  merely 
vcrotches  the  surface. 

Hecouse  with  seven  remote 
..er.?inci  bo  .ids,  Lcndsa 
s-ji';5-:j'te<  don't  sioiply 


^"8r^i-545"3570  U.S. 
1-SOC  .S35-3570  CAN. 


FUIURtSrlE  Of 

CROWLEY 


photograph  the  earth. 

They  probe  for  and  record 
a  variety  of  physical  charac- 
teristics that  would  otherwise 
remain  unnoticed. 

Moisture,  temperature, 
density,  and  texture  to  name 
just  a  few. 

And  when  these  data  are 
interrelated,  you  can  actually 
begin  to  see  what  ordi- 
narily can't  be  seen. 

Such  as  hidden  geological 
faults  on  which  you'd  be  well 
advised  not  to  build. 

Or  underground  water 
sources  that  could  turn  seem- 
ingly worthless  desert  into 
productive  farmland. 

We  spotted  a  forest  fire  in 

Alaska  that  nobody  on  earth 
had  noticed. 

We  can  even  tell  you 


WE'VE  PUT  A  LOT  OF  COMPANIES 
IN  THEIR  PLACE. 


ssof 


1 


tears 


©  IV89  EOSAT  CO. 


4300  FORBES  BOULEVARD,  LANHAM,  MARYLAND  20706 


where  hull-threatening  reefs  are  hidin 
All  at  a  cost,  speed,  and  degree 
of  accuracy  that  can  make  conven 
tional  aerial  photography  and  surve' 
ing  seem  exorbitant  and  archaic 

And  since  we've  been  in  orbit  foifiBjtt 
almost  two  decades,  we  have  a  vest 
archive  that  you  can  use  to  measure 
your  progress. 

Now,  if  any  of  this  has  triggered 
any  questions 
or  suggestions 
about  how  this 
sort  of  infor- 
mation can  be 
used  by  your 
business,  just 
pick  up  the 
phone  and 
give  us  a  co 
We'll  introduce  you  to  a  consul- 
tant who  can  work  with  our  data  to 
provide  you  with  exactly  the  informa- 
tion you  need 

All  in  all,  there's  one  thing  you'r^  '^"^i 
more  than  likely  to  discover:  s  r'-j. 

That  it's  a  good  idea  for  your 

company  to  head  off  into  space.  ['''^f 

"tlaiij 


WE  CAN  KEEP  SHIPPING  COMPANIES 
FROM  HiniNG  BOnOM. 
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)  BY  GEOFF  LEWIS  AND  CELIA  F.  McALLISTER 

;er  printers  that  will  have 
;ktop  publishers  beaming 


Laser  printers  have 
helped  make  desk- 
top publishing  one  of 
the  fastest-growing 
uses  for  personal  com- 
puters. But  cost  has 
kept  the  quickest  laser 
printers  beyond  the 
reach  of  average  com- 
puter buyers.  Maybe 
not  for  much  longer. 

IBM  has  just  intro- 
duced its  LaserPrinter, 
a    low-cost  machine 

  aimed  at  Hewlett-Pack- 

3o."s  popular  LaserJet  II.  IBM's  $2,695  model  prints  up  to 
iges  of  text  per  minute  vs.  8  on  the  HP,  and  lists  for  $100 
After  dealer  discounts,  it  is  expected  to  sell  for  about 
0.  Buyers  with  less  need  for  speed  can  do  even  better, 
n's  LPB-4,  which  prints  four  pages  a  minute,  lists  for 
5,  And  Hewlett-Packard's  LaserJet  IIP,  introduced  last 
h,  lists  for  $1,495.  Both  sell  at  retail  for  about  $1,000, 
ng  it  possible  for  more  desktop  publishers  to  get  printers 
leir  own  desktops,  rather  than  sharing  printers. 


CTRIC  MAIL 

[ES  ON  ELECTRONIC  MAIL 


•  years,  computer  makers  and  phone  companies  have  been 
ying  to  sell  Corporate  America  on  electronic  mail,  a  meth- 
sending  messages  between  computers.  Now,  a  Los  An- 
company  is  trying  to  persuade  businesses  to  take  what, 
st  glance,  might  seem  like  a  giant  step  backward  to  what 
be  called  electric  mail. 

ininote,  made  by  Telautograph  Corp.,  consists  of  a  series 
90  consoles  that  communicate  with  one  another  over  the 
■ical  wiring  within  a  building.  Each  calculator-size  console 
les  a  one-line  screen  and  printer  so  that  workers  can 
inge  simple  messages.  The  system  lacks  the  sophisticated 
)ilities  of  a  personal  computer-based  setup,  which  can 
dozens  of  messages  and  connect  to  outside  information 
;es.  But  it  may  be  a  welcome  relief  for  office  workers 
ion't  want  to  have  to  master  a  PC.  So  far.  Telautograph 
old  more  than  100  systems.  Customers  include  Bell  Tele- 
i  Co.  of  Pennsylvania  and  Concurrent  Computer  Corp. 


IVAL  TO  UNIX 

TUCK  IN  THE  STARTING  GATE 


e  major  computer  makers,  including  IBM,  HP,  and  Digital 
^uipment  Corp.,  banded  together  18  months  ago  to  form 
pen  Software  Foundation  (OSF)  to  establish  an  alternative 
)n  of  the  Unix  operating  system — basic  software  for  con- 
ig  a  computer.  They  felt  that  AT&T,  the  inventor  of  Unix, 
Tiaking  unreasonable  demands  of  Unix  licensees.  With 
backing,  it  seemed  that  OSF  might  upstage  American 
hone  &  Telegraph  Co. 

it's  not  how  it  looks  now.  The  problem  seems  to  be  with 
.he  IBM-developed  version  of  Unix  on  which  OSF  planned 


to  base  its  products.  Prospective  OSF  licensees  want  the  operat- 
ing system  to  be  able  to  run  on  computers  that  use  several 
processors  simultaneously.  AIX  can't  do  that.  This  month,  OSF 
advised  members  that  it  is  considering  a  switch:  Instead  of 
using  the  IBM  software  for  the  OSF  "kernel" — the  core  soft- 
ware code — it  will  consider  using  Mach,  which  was  developed 
at  Carnegie  Mellon  University  and  is  being  used  already  on 
Steven  P.  Jobs's  Next  Inc.  workstation.  Mach  has  multipro- 
cessing. The  switch  could  delay  the  first  OSF  release  until  at 
least  late  1990.  Unix  International,  the  group  backing  AT&T's 
Unix,  has  completed  a  six-month  study  on  multiprocessing  but 
has  not  set  a  release  date  for  that  capability. 


CORNELL  BUILDS  A  COMPUTER 
WITH  GOLDEN  EARS 


oston  Symphony  Hall  is  unrecognizable — even  though  this 
'is  perhaps  the  most  detailed  rendering  of  it  ever  made. 
Instead  of  walls,  seats,  and  stage,  on  the  computer  screen  are 
brightly  colored  spikes  and  rectangles  showing  the  acoustic 
characteristics  at  specific  locations  in  the  hall.  The  picture  has 
been  drawn  by  a  computer  system  developed  by  two  Cornell 
University  researchers.  For  the  first  time,  the  way  sound 
travels  in  the  auditorium  can  be  depicted  visually. 

Until  now,  architects  have  tested  the  acoustics  of  proposed 
designs  by  shining  arrays  of  lights  into  auditorium  models  or 
by  using  miniature  microphones.  With  the  Cornell  system,  the 
architects  can  map  sound  by  first  typing  into  a  workstation 
the  building's  materials,  dimensions,  and  seating  arrangement. 
A  minicomputer  then  produces  a  set  of  symbols  that  show  the 
clarity  and  overall  strength  of  the  sound  as  it  reaches  each 
listener  in  the  auditorium.  In  the  case  of  existing  halls,  such  as 
Boston  Symphony,  acoustical  properties  are  analyzed  by  pro- 
gramming the  way  a  gunshot  is  heard  by  simulated  listeners 
throughout  the  auditorium.  The  computer  is  able  to  recalculate 
acoustical  properties  instantly  each  time  new  information  is 
fed  in  about  physical  changes  in  the  hall. 


IN  THE  OFFICE  OF  TOMORROW, 
YOU'LL  BE  TALKING  TO  THE  WALLS 


The  office  of  the  fu- 
ture— what  will  it 
look  like?  Haworth 
Inc.,  an  office  furni- 
ture manufacturer  in 
Holland,  Mich.,  has 
ideas:  scanners  embed- 
ded in  desks,  computer 
screens  in  the  walls, 
portable  phones  con- 
cealed in  chairs,  and 
windows  that  double 
as  video  conference 
screens — all  controlled 
by  voice  commands. 
Most  of  the  technology  is  still  several  years  away,  but 
Haworth  has  already  built  a  prototype  of  this  space-age  office. 

Those  piles  of  paper  on  your  desk  won't  exist.  Mail  will  be 
scanned  and  stored  electronically.  A  voice-activated  computer 
will  flip  on  the  lights,  regulate  the  heat,  adjust  the  desk's 
height,  and  fetch  electronic  mail.  One  idea  is  already  becoming 
a  reality.  Haworth  has  introduced  chairs  with  built-in  key- 
boards. When  not  in  use,  the  keyboard  swivels  out  of  the  way. 
The  keyboard  chairs  start  at  about  $1,100. 
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Powerful  Texas  Instruments  processf  ii 
profitable  course  from  industry  dreai 


Designing  with  TI  digital  signal 
processors,  Lotus  Engineering  is  creating 
leadership  systems  to  make  cars  ride  silk 
smooth,  luxuriously  quiet.  Learn  how  oti 
MegaChip  Technologies  can  help  you 
create  pacesetting  products. 
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jbchiiologies: 

1  help  you  steer  a  smooth  and 
lustry  standard* 


iistmmentb  keeps  the 


eadership  earns  its  own  rewards, 
and  setting  industry  standards  is  a 
of  leadership.  Lotus  Engineering, 
ier  consultant  to  motor-vehicle 
ts  worldwide,  is  hnnging  two  of  the 
notive  industry's  long-time  dreams 
ndard-setting  reality  hy  applying  the 
)utational  power  of  digital  signal 
ssors  (DSPs)  from  Texas  Instruments. 


Only  TI  DSPs  activate 
Active  systems 

Each  Lotas  Active"'  system  now  under 
evaluation  and  refinement  depends  on 
realtime  feedback  of  data.  Lotus  ackiiowl- 
edges  that,  without  our  single-chip  DSPs, 
both  systems  would  remain  only  dreams. 

The  Active'"  suspension  project  began 
in  1982  as  a  "partnership  of  intellects"  be- 
tween Britain's  Cranfield  Institute  of  Tech 
nology,  Lotus,  and  TI.  In  fact,  it  was  our 
first  DSP  that  got  diings  rolling.  No  other 
chip  could  instantaneously  cal- 
culate the  data  required  by  a  sys- 
tem that  senses  and  adjusts  to 
road  conditions  even  before  the 
driver  does.  As  we  improved 
price/performance  ratios,  our 
second-generaticm  DSP  was 
used.  In  grueling  Formula  One 
racing,  it  proved  die  DSP 
family's  reliability. 

Now  a  DSP  optimized  by  TI 
for  automotive  control  is  at  the 
heart  ot  the  Active  suspension 
system.  As  sensors  flash  signals 
affecting  1 20  separate  control 
parameters,  the  chip  initiates  commands 
within  one-thousandth  of  a  second  to  lift 
wheels  over  potholes,  take  pitch  out  of 
braking,  sway  out  of  cornering. 

More  recently,  the  Institute  ot  Sound 
and  Vibration  Research  of  Sc^uthampton 
University  and  Lotus  have  collaborated 
on  another  Lotus  Active  concept, 
Antinoise'".  It  too  relies  on  TPs  DSP. 
Precise  calculations  produce  a  silencing 
counterfrequency  that  reduces  interior  car 
noise  by  more  than  20  decibels.  TTie  effect 
is  much  like  walking  from  a  city  street  into 
a  library  reading  room. 

Traveling  on  together 

Uxik  for  both  of  these  Lotus  Active 
systems  to  appear  on  the  family  car  of 


MegaChip  is  a  trademark  of  Texas  Instruments  Incorporated. 
Lotus  Active,  Active,  and  Antinoise  are  trademarks  of  Group 
Lotus  pic. 
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the  '90s.  Meanwhile,  TPs  DSP  road  map 
anticipates  more  complex  additions  to  the 
family  that  will  continue  to  shrink  the  size 
ot  the  Active  systems. 

The  TMS320  premier  family 
of  enablers 

Lotus  is  one  of  the  more  th;in  10,000  cus- 
tomers worldwide  who  have  created  new 
products  through  the  enabling  power  of 
our  TMS320  DSPs.  The  family  now  offers 
an  unmatched  price-pertomiance  breadth 

AUTOMAKERS'  CHIP  USE  INCREASES  BY  SYSTEM 


Around  the  world,  sophisticated  electronics  will  be  contributinf;  much 
more  value  to  the  family  sedan  by  the  turn  of  the  century,  substantially 
improving  safety,  performance,  handling,  security,  and  reliability. 


of  20  devices,  ranging  from  $4  in  price  to 
the  highest  performance  DSPs  ever. 

The  power  of  our  DSPs  is  helping  to 
create  new  equipment  features  that  were 
not  previously  feasible  —  from  a  weather 
satellite  that  tests  the  effects  of  radiation  to 
a  digital  hearing  aid  customized  to  in- 
dividual needs. 

Explore  your  idea  with  us 

Whether  yours  is  an  industry  dream  or  a 
new  idea,  our  MegaChip'"  Technologies 
can  help  you  achieve  reality.  Challenge  us; 
you  may  set  new  standards. 


Texas 
Instruments 
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The  Money  Makers 

The  Economics  of  a  Class  Truck...  and  a  Class  Driver. 


Hie  bond  between  a  Peterbilt  driver 
and  a  Peterbilt  truck  is  legendary.  We  call  this 
relationship  The  Money  Makers. 

Peterhilts  are  the  very  trucks  that  attract 
. .  .and  retain . .  .the  kind  of  quality  drivers  that 
know  how  t(^  professionally  operate  lightweiglit 
Peterhilts  to  their  maximum  efficiencies. 

n^e  economics  of  such  a  relationship  are 
cit'.ir,  am'  show  up  where  it  counts. .  .on 
yoitr  ix)ttom  line.  Less  down  time  with  trucks 
:ine«  pcrsoiiiiel,  and  greater  fuel  economy 
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can  be  earned  by  intelligent  driv  ing. 

Find  out  more  about  the  class  tmcks  th2 
attract  class  drivers  by  calling  1-800-447-470 
for  the  Peterbilt  dealer  nearest  you.  And  for 
financing  see  your  PACCAR  Financial 
representative. 


Class  Attracts  Class 


A  DIVISION  OF 


«0) 


evelopments  to  Watc 


ED  BY  EMILY  T.  SMITH 


lESE  'BIRDS'  CAN 

Y  ON  DRUG  SMUGGLERS 


Robot  airplanes  have 
already  proven 
themselves  good  soldiers 
in  war  as  decoys  for  sur- 
face-to-air missiles,  sav- 
ing the  lives  of  pilots, 
and  as  reconnaissance 
aircraft.  But  remotely  pi- 
loted vehicles  (RPVs)  may 
play  an  even  greater 
role  in  peacetime.  Isra- 
el's Electronics  &  Avia- 
Systems  Ltd.  (EAS)  has  developed  an  RPV  that  can  do 
•ything  from  tracking  drug  runners  and  hunting  wildlife 
;hers  to  mapping  remote  regions  and  detecting  radiation 
s  at  nuclear  plants. 

esigned  by  a  retired  Israeli  army  officer,  the  ea.s  Van- 
"d  50  C  pilotless  plane  has  an  18-foot  wingspan,  weighs 
under  200  pounds,  and  takes  three  people  less  than  an 
•  to  assemble.  Powered  by  two  190cc  two-stroke  engines, 
RPV  has  a  110-mile  flight  radius  at  a  maximum  speed 
eding  100  mph.  It  can  carry  more  than  150  pounds  of 
pment,  such  as  an  infrared  camera  that  fits  in  the  nose, 
can  spot  a  camouflaged  smuggler  in  the  jungle  at  night. 
1  the  command  station,  which  receives  the  data  and  dis- 
5  them  on  a  video  screen,  and  an  RPV  are  compact  enough 
it  in  the  back  of  a  pickup  truck.  Four  "birds"  and  a 
nand  station  cost  $1.1  million.  The  Worldwide  Fund  for 
ire  is  considering  using  the  plane  to  patrol  African  game 
s. 


KE  AS  MANY 
Us  AS  YOU  NEED 


lese  days,  sleep  has  a  bad  name.  Self-help  gurus  inform  us 
hat  we  can  stop  wasting  time  snoozing  in  bed — if  we  have 
villpower.  Some  scientists  have  even  suggested  that  too 
1  sleep  is  bad  for  us. 

.t  now  there  is  comforting  news  for  those  of  us  who 
illy  enjoy  our  long  hours  of  slumber.  In  a  study  at  the 
y  Ford  Hospital  in  Detroit,  researchers  discovered  that 
ng  an  extra  hour  or  two  of  sleep  each  night  improves  a 
)n's  performance  on  the  job  and  behind  the  wheel, 
e  Henry  Ford  scientists  first  tested  the  physical  and 
al  skills  of  a  group  of  healthy  men  who  normally  slept 
six  to  eight  hours  a  night.  The  men  then  were  asked  to 
in  bed  for  10  hours  each  night  for  a  week.  When  they 
tested  again,  the  men  were  both  more  alert  and  more 
than  before.  The  researchers'  conclusion?  "People  bene- 
om  getting  as  much  sleep  as  they  can,"  says  psychologist 
thy  Roehrs. 


rURES  THAT  CURE  TWO  ILLS 
FH  ONE  STITCH 


e  surgery  may  be  a  success,  but  some  patients  suffer  far 
lore  afterward  when  a  wound  becomes  infected.  Typical- 
'  lysicians  rely  on  antibiotics  to  stem  the  infection.  But 
'  ell  University  polymer  chemist  Chih-Chang  Chu  has  a 
i  -ent  idea:  sutures  made  of  silver  impregnated  in  nylon 


that  use  a  tiny  direct  electric  current  to  prevent  infection.  The 
use  of  silver  for  its  antimicrobial  properties  has  a  long  history, 
Chu  notes,  and  using  electricity  to  promote  healing  in  bone 
tissue  is  well  established. 

In  Chu's  design,  a  microprocessor-controlled  battery-operat- 
ed generator  is  connected  to  the  stitches.  The  current — a  few 
millionths  of  an  amp — can  be  adjusted  to  boost  or  reduce  the 
antimicrobial  effect,  depending  on  the  degree  of  contamination 
of  the  wound.  Chu  expects  to  do  several  years  of  preliminary 
studies  before  beginning  human  clinical  trials. 


IS  THERE  ANYTHING 
A  LASER  CAN'T  DO? 


A couple  of  years  ago,  scientists  were  surprised  to  find  that 
laser  beams  could  be  used  as  "optical  tweezers"  to  pick 
up  and  move  molecules.  Now,  a  research  team  in  Cambridge, 
Mass.,  has  discovered  that  laser  beams  can  also  be  "photon 
glue"  to  hold  tiny  objects  together.  The  scientists  speculate 
that  the  process  may  be  used  to  create  materials  with  new 
properties  for  optical  communications  devices  and  even  drugs. 

In  the  course  of  a  routine  experiment.  Harvard  University 
physicist  Jene  Golovchenko  and  researchers  Michael  Burns 
and  Jean-Marc  Fournier  of  the  Rowland  Institute  exposed  tiny 
plastic  beads  to  an  intense  laser  beam.  To  their  surprise,  they 
saw  that  the  light  energy  caused  the  spheres  to  suddenly 
reorganize  and  stick  together  in  a  layer  a  scant  1.5  microns 
thick.  "I  don't  think  anyone  suspected  that  you  could  organize 
random  matter  into  material  structures  using  only  light,"  says 
Golovchenko. 

The  strength  of  the  bonds  between  the  atoms  is  controlled 
by  the  intensity  and  wavelength  of  the  laser  light.  Even 
though  the  assembled  material  falls  apart  once  the  light  is 
turned  off,  the  scientists  speculate  that  the  technique  might  be 
developed  to  align  molecules  in  novel  ways,  then  apply  chemis- 
try to  bind  the  molecules  permanently. 


ROBOTS  WITH  HANDS 

AS  SOFT  AS  A  SHORTSTOP'S 


Robots  are  all  thumbs. 
They  can  perform  simple 
chores  such  as  screwing  doors 
onto  cars.  But  since  they  can't 
sense  the  shape  or  texture  of 
what  they're  handling,  they're 
useless  when  it  comes  to  per- 
forming delicate  tasks. 

But  if  researchers  at  Har- 
vard University  are  success- 
ful, robotic  arms  may  one  day 
possess  human-like  senses  of 
touch  and  feel.  Professors  James  J.  Clark  and  Roger  W. 
Brockett  are  building  a  robotic  hand  that  can  open  a  car  door 
with  a  key  and  distinguish  between  a  screwdriver,  say,  and  a 
baseball.  "Squishy  fingers"  made  of  a  thin  rubber  "skin"  and 
filled  with  supple  liquid  silicon  are  the  keys.  Inside  the  hand  is 
a  computer  chip  that  contains  4,000  magnetic  sensors.  These 
sensors  can  detect  the  type  of  pressure  applied  to  different 
points  on  the  rubber  skin,  so  the  hand  can  recognize  the  shape 
and  texture  of  objects. 

Clark  and  Brockett  say  they  expect  to  have  a  commercial 
prototj-pe  ready  by  next  spring.  Martin  Marietta  Corp.  is  inter- 
ested in  placing  the  technology  in  its  factories.  And  scientists 
at  IBM  are  developing  links  to  powerful  computers  that  would 
help  the  hands  identify  what  they're  squeezing. 
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Unravel 
Travel 


50,000  Better 
Ways  to  Travel 

The  Multinational  Executive  Travel 
Companion  offers  at  least  50  thousand 
facts  to  help  make  your  business  or  social 
trip  more  productive  .  .  .  easier  .  and 
more  rewarding. 

The  only  guide  of  its  kind.  Covers  147  cit 
ies  in  depth.  Latest  information  on  more 
than  160  countries.  Used  by  thousands. 

Ask  about  our  expanded  2 1st  Edition 

Larger,  more  readable,  new  Icalures,  Spc 
cial  discounts  on  quantity  orders.  Single 
copy  $60,  Overseas  $80.  Includes  delivery 
Major  credit  cards.  Free  Mid-Year  Supple 
ment .  Also,  presentation  edition  in  leather 
cased,  gilt-edged 

Call  or  write:    Dept.  10 
Multinational  Executive  Travel  Com- 
panion, 207  Atlantic  St.,  Stamford,  CT 
06901    U.S.A.   (SPCll  (203). 324-6439. 
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DISEASE. 
KIDHEY 


AND 


Support 
the  American 
^Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  i  ie^irt  disease,  kidney  disease 
and  1  iindness.  So  when  you 
support  the  American  Diabetes 
A  -sociation,  you  fight  some , 
of  tlie  worst  diseases  of 
oi.  'time. 
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ENVIRONMENT! 


RISING  TENSION 

OYER  HIGH-TENSION  LINES 


Utilities  battle  a  wave  of  fear  over  health  hazards 


In  Boca  Raton,  Fla.,  last  June,  a  judge 
declared  off-limits  part  of  a  school- 
yard near  a  high-voltage  electrical 
power  line.  His  reason:  possible  health 
effects.  In  Wisconsin,  farmers  are  up  in 
arms  over  the  alleged  effects  of  stray 
electromagnetic  fields  on  milk  produc- 
tion. And  in  Orange  County,  N.  Y.,  140 
landowners  sued  the  New  York  Power 
Authority  for  more  than  $117  million, 
claiming  that  an  extension  of  the  author- 
ity's 207-mile  Marcy  South 
power  line  from  Canada  creat- 
ed a  "cancer-phobia  corridor" 
that  devalued  their  property. 

Utilities  all  across  the  coun- 
try are  feeling  the  heat.  Since 
1985,  power  companies  have 
been  involved  in  more  than 
100  suits  involving  possible 
health  hazards  from  transmis- 
sion lines,  especially  those 
near  schools.  The  patchwork 
of  lawsuits,  public  hearings, 
and  local  government  rulings 
is  having  a  direct  impact. 
While  electric  generating  ca- 
pacity grew  by  10%  from  1983 
to  1987,  transmission  and  dis- 
tribution capacity  grew  by 
only  4%,  says  industry  analyst 
Sanford  Cohen  at  Morgan 
Stanley  &  Co.  "Transmission 
capacity  is  not  going  to  get 
built  because  of  this  contro- 
versy," he  says. 
STRESS  FACTOR.  Fueling  the 
brouhaha  is  mounting  evi- 
dence that  the  seemingly  in 
nocuous  electromagnetic  radi- 
ation from  power  lines — and 
other  electronic  gear — may  be 
a  health  hazard.  Recent  stud- 
ies show  that  this  low-level,  or 
so-called  nonionizing,  radiation  does  in- 
deed interact  with  tissue  at  the  cellular 
level.  Exactly  how  it  does  so  and  how 
harmful  that  is  are  still  in  question. 

Even  so,  in  June,  the  congressional 
Office  of  Technology  Assessment  (OTA) 
released  a  report  acknowledging  that 
electromagnetic  fields  from  power  lines 
and  other  sources  "may  pose  public 
health  problems."  The  OTA  recommended 
a  policy  of  "prudent  avoidance"  and 
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m 
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mill 


called  on  utilities  to  widen  rights-of-v 
for  transmission  lines  and  develop  r 
designs  for  distribution  lines. 

The  medical  evidence  includes  thj 
epidemiology  studies  showing  a  hig] 
rate  of  leukemia  in  children  who  livei 
homes  near  high-voltage  power  li: 
Other  studies  on  cats,  rats,  and  c 
brain  cells  have  shown  that  low- 
quency  electromagnetic  radiation  im 
acts  with  brain  activitv  and  could 


UNDER  FIRE:  WILL  TRANSMISSION  CAPACITY  SUFFER? 


a  host  of  negative  symptoms  fr 
heightened  stress  and  depressi 
slowed  reaction  time,  and  learning  i 
abilities  to  miscarriages,  fetal  defer 
ties,  and  cancer. 

Dr.  Ross  Adey,  who  investigates 
biological  effects  of  electromagndn 
fields  (EMFs)  at  Jerry  L.  Pettes  Memo) 
Veterans  Hospital  in  Loma  Linda,  Cain 
says  the  laboratory  evidence  sugge 
that  such  radiation  can  weaken  the 
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?  system  and  interfere  with  normal 
growth.  "Tliere  is  no  question  in  my 

that  such  radiation  is  a  potential 
rd,"  says  Adey.  "Man  has  come 
r  in  the  last  50  years  and  totally 
^ed  the  nature  of  the  electromag- 

environment." 

'LICT  OF  INTEREST?  Some  of  the  case 
>st  power  lines,  however,  still  rests 
;udies  involving  more  intense  radia- 
About  15  surveys  from  around  the 
i  have  cited  an  increased  incidence 
jrtain  forms  of  cancer,  especially 
tumors  and  leukemia,  among  elec- 
workers,  telephone-line  repairers, 
Dthers  who  are  frequently  exposed 
iwerful  EMFs. 

at  data,  some  researchers  say, 
I't  necessarily  prove  that  low-level 


ELECTROMAGNETIC  FIELDS  MAY  POSE  DANCERS 


are  harmful.  And  many  research- 
ire  not  convinced  that  the  changes 
aced  by  low-level  radiation  indicate 
-h  hazards.  "Ninety  percent  of  the 
tists  agree  that  there  are  effects," 
Richard  D.  Phillips,  former  director 
le  Environmental  Protection  Agen- 
biological  sciences  division.  "But 
e's  a  lot  of  disagreement  over 
,her  it's  a  health  hazard  or  not." 
e  utilities  are  responding  to  the 
;h  controversy  by  saying  that  evi- 
e  is  inconclusive  and  more  research 
;eded.  Through  the  Electric  Power 
arch  Institute  (EPRI),  a  research- 
levelopment  organization  sponsored 
itilities,  the  industry  is  backing  25 
ies  in  three  major  areas — epidemiol- 

exposure  assessment,  and  animal, 
and  tissue  studies — at  a  cost  of  $6 
Dn  a  year.  That  effort  is  the  largest 
research  program  in  the  world,  ac- 
ing  to  EPRI  Director  Leonard  Sagan. 
itics  object  to  the  fact  that  utilities 

become  the  major  source  of  re- 
:h  and  information  in  the  field.  A 
ram  run  by  the  EPA  was  eliminated 
T  Ronald  Reagan,  and  the  only  gov- 
lent  agency  doing  research,  with  a 
jet  of  $2  million,  is  the  Energy  Dept. 
t's  really  a  problem  that  our  society 


has  allowed  the  utilities  to  control  al- 
most all  the  research  in  this  area,"  says 
David  0.  Carpenter,  dean  of  the  School 
of  Public  Health  at  the  State  University 
of  New  York  at  Albany,  who  ran  a  child- 
hood-leukemia study.  This  fall,  however, 
the  National  Cancer  Institute  is  launch- 
ing its  own  childhood-leukemia  study. 

In  the  meantime,  utilities  are  trying  to 
placate  anxious  consumers.  Colorado's 
Public  Service  Co.  has  spent  33  hours  in 
public  hearings  to  try  to  win  permission 
to  build  a  new  power  line  in  downtown 
Denver.  It  mailed  brochures  to  24,000 
residents  explaining  different  routes  for 
the  cable  and  worked  with  the  communi- 
ty to  settle  on  the  best  possible  one. 
Seattle  City  Light,  which  already  scut- 
tled one  planned  power  line  in  the  face 
of  public  opposition,  is  launch- 
ing an  extensive  project  to 
map  radiation  in  neighbor- 
hoods. Some  utilities  are  even 
measuring  EMF  levels  in  con- 
sumers' homes. 
SETTING  LIMITS.  With  or  with- 
out solid  evidence,  some 
states  are  trying  to  set  stan- 
dards limiting  exposure  to 
K.MFs  from  power  lines.  So 
far,  Florida — where  the  fast- 
growing  population  is  spur- 
ring demand  for  new  trans- 
mission lines — is  the  only 
state  to  do  so.  In  California, 
the  Education  Dept.  recently 
set  standards  for  how  close 
schools  can  be  to  power  lines 
of  various  voltages. 
Even  more  troubling  to  utilities  is  the 
explosion  in  litigation.  Already,  power 
companies  have  lost  cases  to  landowners 
on  the  grounds  that  fear  of  potential 
health  hazards  has  devalued  property 
near  or  on  which  transmission  lines  have 
been  built.  Last  November,  a  jury 
awarded  more  than  $2  million  to  a  Cali- 
fornia landowner  whose  property  was  bi- 
sected by  a  San  Diego  Gas  &  Electric 
Co.  power  line.  SDG&E  had  offered 
$110,000  for  the  land.  The  court  ruled 
that  the  issue  was  "not  whether  electro- 
magnetic radiation  is  detrimental  but 
whether  fear  of  such  radiation  would 
affect  the  market  value  of  property." 

In  a  recent  class  action  in  Palm  Beach 
County,  Fla.,  residents  sued  the  local 
school  board  for  building  Sandpiper 
Shores  Elementary  School  too  close  to 
transmission  lines.  A  judge  let  the  school 
open  because  most  classrooms  are  in  a 
so-called  safe  point,  400  feet  from  the 
line.  That  was  not  good  enough  for  some 
residents.  Sharon  Rausch,  president  of 
the  community  group  Fund  for  Safe 
Schools,  is  among  several  parents  teach- 
ing her  children  at  home  while  fighting 
to  transfer  them  to  other  schools. 

"When  we  first  heard  about  this,  we 
snickered,"  says  Rausch.  "But  when  we 
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dug  into  the  information,  we  felt  the  risk 
was  too  great  to  keep  our  children  in 
that  school."  Rausch  says  she  takes  the 
possible  ill  effects  more  seriously  than 
most.  She  had  a  young  son  who  died  in 
1978  from  a  brain  tumor,  and  she  sus- 
pects power  lines  near  her  son's  school 
may  have  contributed  to  his  cancer. 

Even  the  cases  the  utilities  win  are 
costing  them  dearly.  In  late  September, 
the  New  York  Power  Authority  won  the 
Orange  County  case.  But  it  spent  more 
than  $2  million  on  legal  fees  and  expert 
witnesses. 

'MASSIVE  HEADACHE.'  Critics  such  as 
writer  Paul  Brodeur,  whose  series  on 
EMF  health  effects  aroused  considerable 
public  concern  when  it  ran  in  The  New 
Yorker  last  summer,  say  the  utilities 
aren't  going  far  enough  to  protect  the 
public.  Brodeur  argues  that  utilities 
should  be  rerouting  lines  across  the 
country.  In  addition,  ordinary  high-vol- 
tage distribution  lines,  which  crisscross 
every  town  in  the  country,  also  emit 
EMFs.  "When  that  message  gets 
through,"  says  Louis  Slesin,  editor  of 
Microwave  Nexvs,  a  New  York  newslet- 
ter that  covers  the  e.mf  health  controver- 
sy, "the  utilities  will  have  a  lot  more 
massive  headache  than  they  do  today." 


But  according  to  William  E.  Feero, 
president  of  Electric  Research  &  Man- 
agement Inc.,  an  electrical  engineering 
company,  the  cost  of  burying  lines  is 
about  10  times  that  of  stringing  them 
overhead,  and  buried  lines  are  harder  to 
repair.  The  easy  solution,  says  Feero,  is 
to  design  new  lines  that  would  emit  less 
radiation.  Retrofitting  existing  Imes 


'When  we  dug  into  the 
information,  we  felt  the  risk 
was  too  great  to  keep  our 
children  in  that  school' 


would  be  a  much  more  expensive  propo- 
sition, he  adds. 

Some  experts  feel  the  vagueness  of 
the  scientific  evidence  does  not  yet 
justify  taking  such  extensive  measures. 
"Given  that  there's  no  clear  guidance 
from  science,  it's  hard  to  know  where  to 
spend  dollars,  or  where  this  falls  in 
terms  of  risk  factors,"  says  Ron  Spinka, 
a  spokesman  for  the  Florida  Electric 
Power  Coordinating  Group,  which  repre- 


sents most  of  the  utilities  in  Flori 
Further,  power  companies  argue  tl 
if  health  links  are  proved,  the  issue  v 
extend  far  beyond  the  industry.  "Pec; 
want  to  put  utilities  up  as  the  symbol 
this  problem,"  says  Spinka,  "but  it  tri 
goes  beyond  that.  It  goes  everywhen 
Indeed,  computers,  photocopiers,  eel 
lar  phones,  and  radio  and  TV  broadc 
antennas  all  emit  possibly  dangerc 
amounts  of  electromagnetic  radiati' 
Even  household  appliances  give  ( 
E.MFs.  Both  electric  blankets  and  vid 
display  terminals  have  been  linked 
miscarriages,  and  VDTs  may  also  cai 
eye  problems. 

Public  fears  over  the  possible  haza 
of  EMFs  are  rising,  yet  those  worr 
clash  with  another  trend.  As  the  eco: 
my  expands,  demand  for  electric  pov 
is  increasing  along  with  the  use  of  cc 
puters  and  other  electronic  gear.  S 
public  opposition  to  high-voltage  lines 
likely  to  flourish.  If  this  environmen 
health  issue  is  different  from  othe 
says  Brodeur,  it  may  be  because  it  is 
a  faraway  problem  such  as  the  ozc 
hole  over  Antarctica.  "When  the  hea 
and  well-being  of  the  middle  class 
threatened,  things  tend  to  happen." 

By  Pam  Black  in  New  } 


GE  PROUDLY 
PRESENTS  A  NEW 
SERIES  THAT  TOOK  26 
LIFETIMES  TO  CREATE. 


ODUCING  "PERSONAL  DIARY"  ON  BUCK  ENTERTAINMENT  TV. 


i  h-asks  to  the  lifework  of  26 
hlac  k  mm  and  women,  "Personal 
.Diar)  "  was  made  possible.  Because 
tins  scries  was  created  to  highlight 
their  diitinguished  careers. 

Froii;  four-star  generals  to  prize 
winning  playwrights  to  political 
leaders.  Each  week  "Personal 
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Diary"  will  profile  someone  new, 
someone  who's  made  a  real  dif- 
ference. 

So  watch  for  "Personal  Diary" 
on  BET.  It's  a  series  that  comes 
along  maybe  once  in  26 
lifetimes. 

Check  cable  guide  for  listing. 


l/l/e  bring  good  things  to  life 
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This  building 
has  no  ceilings. 


Penphrrals.  In 


When  Conner  Peripherals  designed  its  new, 
h-volume  manufacturing  facility  in  Singapore, 
included  some  powerful  capabilities.  And  left 
the  production  ceilings. 

We  had  no  choice.  To  meet  the  ever-increasing 
nand  for  our  Wl"  hard  disk  drives,  we  had  to 
e  our  production  capacities  dramatically- 
;ause  in  this  business  you've  got  to  deliver.  In 
Lime,  on  time,  and  without  interruption. 

Which  nicely  sums  up  Conner's  global  manu- 
:uring  strategy. 

A  strategy  that  begins  in  Longmont,  Colorado, 
ere  we  research,  design,  and  develop  new  products. 
\  continues  in  San  Jose,  California,  as  we  perfect 
manufacturing  process,  ensuring  a  smooth 


ramp  up  to  high  volume. 

Leading  us  to  Singapore;  a  sophisticated, 
expandable,  production  machine  capable  of  building 
more  than  4  million  drives  a  year.  Or  to  Ivrea,  Italy, 
where  Conner  adapts  and  produces  drives  for  the 
European  Community.  Either  way, 
we're  prepared  to  meet  global  demand 
for  Conner  drives  on  a  steady, 
uninterrupted  basis. 

All  of  which  allows  Conner  to  build 
more  drives,  on  a  more  timely  basis, 
for  delivery  to  more  places  in  the  world. 
Think  about  it,  then  call  Conner. 
There's  no  ceiling  on 
what  we  can  do  for  you. 


San  Jose/World  Headquarters:  408/433-3340  •  FAX:  408/433-3303  •  Boston:  508/660-1088  •  Dallas:  214/680-291 3  • 
Los  Angeles:  714/45  5-2777  •  Singapore:  65/2845366  •  Tokyo:  81/3-597-8321  •  European  Headquarters:  49/89-81 1-2097 


Introducing  Chrysler  Rfth  Avenue; 


Study  the  interior  of  the  1990 
Chrysler  Fifth  Avenue,  and  luxury 
impacts  every  sense.  Legroom 
not.  found  in  many  larger,  far 
more  expensive  cars. 


Available  Mark  Cross  leather 
and  an  eight-way  power  memory 
seat  for  the  driver.  Climate- 


controlled  air  conditioning.  Infin 
II  stereo.  And  more  standi 
features  than  any  car  in  its  cla 
But  Chrys 
belies 


"See  limited  uTin-anties  and  restnclions  at  deaJcr.  7/7(1  protc  Lts  t-ntjine,  puwenram  and  against  (interbody  rust  through  S/50  excludes  ncjrmai  niaintenam  e  adjustments  and  wear  items.  Deductible  on  powertr 
after  5/50.  Wairanty  comparison  versus  '89  competition,  l^nroom  versus  Cadillac  Brougham 


luxury  must  also  include  the 
y  of  sophisticated  engineering. 


and  driving  situations  over  140 
times  a  second.  Electronically  and 
automatically,  Ultradrive  shifts 
Chrysler  Fifth  Avenue  into 
precisely  the  right  gear  at 
precisely  the  right  moment.  The 
result  is  a  remarkably  smooth  ride, 
enhanced  engine  performance, 
and  impressive  fuel  efficiency. 


Chrysler's  Crystal  Key  Program 

BASIC  CAR 
WARRANTY 
Covers  entire 

car  eicepi 
normal  upkeep 

MAJOR 
COMPONENTS 
PROTECTION 

DEDUCTIBLE 
YOU  PAY 

FOR  REPAIR 
ol  maior 

components 

POWERTRAIN/ 

ENGINE 
PROTECTION 

OUTER  BODY 
RUST- 
THROUGH 
PROTECTION 

1990 
CHRYSLER 
NEW  YORKER 
FIFTH  AVENUE 

5  YEARS 
50,000 
MILES 

5  YEARS; 
50,000 
MILES 

NONE 

7  YEARS/ 
70,000 
MILES 

7  YEARS/ 
100,000 
MILES 

1989 
ROLLS  RDYCE 
CORNICHE 

3  YEARS/ 
UNLIMITED 

3  YEARS; 
UNLIMITED 

NONE 

3  YEARS/ 
UNLIMITED 

3  YEARS/ 
UNLIMITED 

1989 
MERCEDES 
BENZ 
560  SEL 

4  YEARS 
50,000 
MILES 

4  YEARS; 
50,000 
MILES 

NONE 

4  YEARS/ 
50,000 
MILES 

4  YEARS/ 
50,000 
MILES 

1989 
CAOILUC 
SEDAN 
OEVILLE 

4  YEARS/ 
50,000 
MILES 

4  YEARS 
50,000 
MILES 

$100  AFTER 
1  YR,/12,000 
MILES 

4  YEARS/ 
50.000 
MILES 

6  YEARS/ 
100,000 
MILES 

1989 
LINCOLN 
CONTINENTAL 

1  YEAR; 
12,000 
MILES 

6  YEARS/ 
60,000 
MILES 

$100  AFTER 
1  YR  /12,000 
MILES 

6  YEARS/ 
60,000 
MILES 

5  YEARS/ 
100.000 
MILES 

multi-point  electronic  fuel  injection. 
Designed  and  engineered  for 
Chrysler's  luxury  sedans,  it  delivers 
90  percent  of  its  full  torque  at  only 
1,600  rpm.  Translation:  It  ensures 
smoother  idling,  gets  Fifth  Avenue 
off  the  mark  fast,  pulls  the  hills  with 
ease,  and  stays  nicely  quiet  at  cruis- 
ing speeds.  And  it  never  needs  a 
timing  adjustment. 

The  most 
comprehensive 
protection. 


And  because  the  adaptive  con- 
trols in  Ultradrive  also  compensate 
for  fluid  changes,  engine  changes 
and  internal  wear. ..its  perfor- 
mance remains  dependable  after 
years  of  ownership. 


Jltradrive  is  a  quantum 
forward.  It  is  the 
i's  first  and  only 
adaptive,  electron- 
1  controlled,  four-speed 
natic  transmission.  It  "fine- 
>"  itself,  constantly  sensing 
idapting  to  changes  in  speed 


Ultradrive.  The  first 
fully  adaptive,  electronically 
controlled,  four-speed 
automatic  transmission. 


Together,  Fifth 
Avenue's  new  engine 
and  Ultradrive  trans- 
mission form  a 
powertrain  with  quality 
and  performance 
Chrysler  has  the  confi- 
dence to  back  for  7 
years  or  70,000  miles f  And  Crystal 
Key  Owner  Care  covers  Fifth 
Avenue  fi"om  bumper  to  bumper. . . 
including  air  conditioning,  steer- 
ing, suspension,  electrical,  and 
electronic  components... for  5 
years  or  50,000  miles f  That's  a 
warranty  you  can't  get  fi-om  Rolls 
Royce  or  Mercedes. 

Automotive  luxury  today  is  not 
simply  the  name,  but  the  engineer- 
ing behind  the  name.  Chrysler  New 
Yorker  Fifth  Avenue. 

y/ro 


T   A  high-tech,  high- 
performance  engine. 

Ultradrive  is  linked  to  a  new  3.3- 
liter  V-6  with  direct  ignition  and 


For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler-  Plymouth  Dealer 


Chrysler 


There  Is  No  Luxury 
Without  Engineering. 


The  Equitable  ranks  #1  in  the  life 
insurance  industry  with  the  most 
Agents  holding  the  prestigious  CLU 
(Chartered  Life  Underwriter)  and 
ChFC  (Chartered  Financial  Consultant) 
designations. 

These  Agents  have  successfully 
completed  a  rigorous  course  of  study, 
ranging  from  financial  planning  for 
individual  clients,  business  owners  and 
pr-ofessionals,  to  income  taxation  and 
estate  planning. 


Unparalleled  training  such  as  this 
makes  our  Agents  better  equipped  to 
provide  creative  and  sound  financial 
programs  that  meet  the  complex 
needs  of  today's  consumer  Which  is 
why  The  Equitable's  Agency  Force  has 
earned  a  reputation  for  being  among 
the  most  professional  and  highly 
trained  in  the  business. 

This  commitment  to  professionalism 
exhibited  by  our  Agency  Force  is 
reflected  throughout  the  financial  com- 


panies of  The  Equitable,  commitme 
to  which  our  impressive  roster  of 
Fortune  500  companies  can  attest 

When  it  comes  to  excellence  in 
financial  senyices,  there's  really  onlv 
one  name  to  rememt)er  The  Equitat 


It  to 


TheEOUITABLE 

Financial  Companiei 

Wf  Havt  Creai  PiANS  ForYol 
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T  H  ^J|^f},f  ^  UFE  ASSURANCE  SOCIETY  OF  THE  UNITED  STATES  DONALDSON,  LUFKIN  &  JENIjlETTE.  INC.  EQUICO  SECURITIES,  < 
EQuHB|^'ei.',!iJ'ABlABLE  LIFE' INSURANCE  C  O  M  PAN  Y  .  PE  N  SIO  N  Fl  N  A  N  C I  Ai,  M  A  N  AS  E  M  E  N  T  GROUP  THE  EQUITABLE  OF  COLORADO,  I 
EQUITABlEf  REAL  ESTATE  INVESTM'ENT  MANAGEMENT,  l«l,C.  '  EQUITA^jhU-C  SEIMEI  H  OK  EN'E  Q  U 1 TA  B  L  E  OF  JAPAN  PERSHING  DIVIS 
ALLIAh^e^,, CAPITAL  MANAGEMENT  CORPORATION  EQUITAiBtE  C  A  PITA  U  M  A  N  AG  EME  NT  CORPORATION  EQUITABLE  AGRIBUSINESS,  I 
i^tJO'D,  5TRUTHERS&  WINTHROP  MANAGEMENT  CORPORATION      EQ  UICO  SEC  UR ITIES      SPROUT  GROUP      AU  T  R  A  N  E  T,  I N  C .  - 


CHNOLOGYI 


ENENTECH:  A  DAVID  THAT 
)MES  ON  LIKE  GOLIATH 


tech's  bad  boy  takes  on  all  comers  to  protect  its  markets 


^enentech    Inc.    has  always 

P thought  big-time.  While  other 
biotech  startups  scurried  to  form 
:  associations  to  represent  their 
ling  industry  in  Washington,  Gen- 
:h  founder  and  Chairman  Robert  A. 
ison  spurned  them.  His  company, 
5clared,  was  in  the  pharmaceutical 
;try — and  would  be  a  billion- 
r  drugmaker  by  1990.  And  he 
his  own  high-powered  lobby- 
"From  the  start,  Genentech 
the  attitude  that  'we're  not 
J  to  be  pushed  around,'  "  says 
ila  J.  Bridgen,  executive  di- 
r  of  the  Association  of  Bio- 
lology  Companies.  "And 
ve  been  successful." 
at  attitude  hasn't  exactly 
I  Genentech  everyone's  favor- 
Dmpany.  And  now  the  South 
Francisco  outfit  has  stepped 
ily  on  the  toes  of  a  big  drug 
)any,  SmithKline  Beecham 
.,  maker  of  an  imminent  com- 
)r  to  Genentech's  clot-busting 
;  drug,  TPA.  In  an  apparent 
ipt  to  slow  Food  &  Drug  Ad- 
;tration  approval  of  Smith- 
i's  drug,  Eminase,  Genentech 
i  California's  two  senators  to 
'  to  the  agency  in  midsummer 
ig  that  Eminase  be  reviewed 
special  advisory  committee, 
in  weeks,  the  FDA  told 
nKline  Beecham  to  appear  be- 
such  a  committee  on  Oct.  31. 
'as  a  pretty  good  tactic,"  says 
A'^ashington  drug  lawyer. 
^PPY.  Heart-attack  drugs 
t  the  only  battleground  for 
ntech.  The  scrappy  biotech 
lany  is  involved  in  litigation 
some  of  the  biggest  drug 
lanies  in  the  world.  It  fought 
tent  suit  with  Hoffmann-La  Roche 
over  human-growth  hormone — even 
?h  the  New  Jersey  drug  giant  also 
:ets  Genentech's  alpha  interferon, 
it  is  lobbying  vigorously  to  keep 
:ress  from  amending  the  Orphan 
^  Act  in  a  way  that  removes  its  and 
iilly  &  Co.'s  exclusive  rights  to  sell 
human-growth  hormone  products, 
ing  the  market  to  other  competitors, 
r  SmithKline  Beecham,  the  FDA  ad- 


visory procedure  is  a  potentially  irksome 
setback  for  Eminase,  which  was  origi- 
nally expected  to  win  approval  by  mid- 
summer. It  was  just  such  a  committee's 
negative  reaction  to  data  Genentech  pre- 
sented that  delayed  approval  of  Genen- 
tech's TPA,  or  "Activase,"  for  several 
months  in  19S7.  Industry  analysts,  how- 


ever, expect  that  approval  for  Eminase 
won't  suffer  similar  delays. 

Lawyers  for  SmithKline  Beecham  cir- 
culated to  reporters  copies  of  the  letter 
written  by  Senator  Pete  Wilson  (R-Calif.) 
and  other  documents  regarding  Genen- 
tech's attempts  to  sway  financial  ana- 
lysts and  doctors  who  might  chose  be- 
tween the  two  drugs.  Without  acknowl- 
edging the  source  of  its  information,  the 
investment  weekly  Barron's,  in  its  Oct. 


9  issue,  used  these  documents  as  the 
basis  for  a  story  accusing  Genentech  of 
"bold  and  rather  extravagant  action  to 
thwart  Eminase's  introduction." 

Has  Genentech  gone  too  far?  Capitol 
Hill  staffers,  analysts,  and  cardiologists 
alike  agree  such  aggressive  lobbying 
and  sales  tactics  are  just  business  as 
usual  in  the  drug  industry.  "That's  life 
in  the  fast  lane,"  shrugs  Oppenheimer  & 
Co.'s  biotech  analyst  Jeffrey  Casdin. 
"What's  SmithKline — 20  times  Genen- 
tech's size?  I  can't  feel  too  sorry  for 
them."  Says  Mission  Viejo  (Calif.)  cardi- 
ologist Greg  Thomas:  "Companies  pres- 
ent their  sides,  and  the  truth  is  in  the 
middle,  as  usual.  That's  why  we've  gone 
to  medical  school — to  sort  it  out." 
HIGH  STAKES.  For  its  part,  Genentech 
continues  to  exhibit  the  same  moxie  that 
caused  all  the  fuss  in  the  first  place. 
"Look,  I  was  with  Beecham,"  says  Gen- 
entech President  G.  Kirk  Raab.  "Bee- 
cham does  this  all  the  time." 

Take,  for  example,  an  ad  that  Smith- 
Kline Beecham  recently  placed  in  medi- 
cal journals  that  mentioned  Eminase  un- 
der the  banner,  "Coming  Soon." 
BUSINESS  WEEK  has  also  obtained  copies 
of  slides  provided  to  cardiologists  by  Up- 
john Co.,  SmithKline  Beecham's  market- 
ing partner,  for  what  Robert  L.  Powell, 
company  vice-president  for  regulatory 
affairs  and  product  information,  calls 
"professional  education."  These  use 
comparative  data — ^just  like  Genentech's 
reports — and,  not  surprisingly,  present 
Eminase  as  superior.  Powell  says  distri- 
bution was  halted  in  July  because  com- 
panies are  barred  from  publicizing  drugs 
before  FDA  approval  but  adds  the  slides 
were  "fair  and  balanced." 

In  short,  the  ruckus  is  a  glimpse  of 
the  behind-the-scenes  battles  that  take 
place  with  many  drugs.  But  the  stakes 
are  high  for  Genentech.  Last  year,  TPA 
accounted  for  fully  507^  of  the  compa- 
ny's $334.8  million  in  revenues.  "People 
would  have  been  disappointed  if  Genen- 
tech didn't  react  aggressively  to  protect- 
ing a  market  where  they've  got  a  two- 
thirds  share,"  says  Linda  I.  Miller,  a 
biotech  analyst  for  PaineWebber  Inc. 

The  irony  is  that  Eminase  may  not 
even  be  the  greatest  threat  to  TPA. 
Thomas  and  other  cardiologists  believe 
that  news  will  begin  leaking  out  as  early 
as  November  about  a  head-to-head  trial 
between  TPA  and  another  drug,  strepto- 
kinase. Currently,  TPA  sells  for  roughly 
$2,200  per  dose,  while  streptokinase 
costs  roughly  $200.  If  the  cheaper  drug 
is  shown  to  be  just  as  effective  as  TPA, 
that  might  be  something  that  even  Gen- 
entech's high-priced  lobbyists  and  no- 
holds-barred  tactics  can't  overcome. 

By  John  Carey  in  Washington  and  Joan 
O'C.  Hamilton  in  South  San  Francisco 
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Only  Tandem  could  create  the  most 
powerful  business  computer  in  the  worl 


Tandem  has  taken  the  power  of  its  paral- 
lel architecture,  and  combined  it  with  the  power 
of  advanced  technology. 

The  result  is  a  mainframe  system  that's 
i  ■  i  damei  5  tally  superior. 

Superior  in  processor  design.  In  system 
archit'.  ture.  In  configuration  flexibility. 

crior  in  its  ability  to  handle  not  just 
'  tion  processing,  but  also  batch 
arions.  Either  individually  or  in 

.  '  ! ;  :  level  of  performance  unheard 


Fori 

c'm; 


of  until  now.  | 

Which  means  you  finally  have  all  tl 
power  you  need  to  bring  your  business  onliir^e 

No  matter  how  big  your  business  hi 
pens  to  be.  And  no  matter  how  large  or  comp 
its  applications. 

Now,  everyone  in  your  business  can 
instant  access  to  information,  on  an  up-to- 
second  basis. 

When  and  where  they  need  it. 

At  the  same  time  that  they  enjoy  the 
advantages  of  parallelism. 


Introducing 
NonStop  Cyclone. 


A  BREAKTHROUGH  IN  MAINFRAME 
PERFORMANCE  AND  DESIGN. 

Superscalar  Architecture.  Albws  2  instnxtions 
per  cycle  -  unlike  any  other  commercial  system. 
Dual  Pipelines.  Support  simultaneous  operations 
on  up  to  16  instructions. 

Advanced  Silicon  Technology.  ECL,  CMOS  and  TTL, 
balanced  for  optimal  speed  and  cost  effectiveness. 

Dense  memory  arrays.  Support  up  to  2  gigabytes  of  memory 
in  a  16  processor  system. 

Up  to  4  I/O  channels  per  processor;  64  per  system.  For  massive 
database  and  network  requirements. 

UNPRECEDENTED  FLEXIBILITY.  AND  EXPANDABILITY. 

Fiber-optic  interprocessor  bus.  Allows  systems  to  be  configured  in  1  to  4 
physically  separate  sections.  Each  section  can  have  up  to  4  processors,  so  a  single 
system  can  grow  from  4  to  16  processors. 

UNMATCHED  RELIABILITY,  INSTALLABILITY,  AND  SERVICEABILITY. 
Automated  diagnostic  system.  Uses  expert  system  techniques  to  instantly  identify  and 
report  problems  in  processors,  I/O  controllers,  and  environmental  and  power  subsystems. 
Impingement  air  cooling.  Keeps  components  cool,  without  the  cost  and  complications  of 
liquid  cooling. 

Plug-in  modules.  For  easy,  online  maintenance. 


MORE  POWER. 
LESS  COST. 

Cyclone  has  transaction  rates 
higher  than  any  other  busi- 
ness computer  However,  its 
cost  per  transaction  is  less 
than  ha/nhat  of  other  online 
mainframes. 


Based  on  an  audited  benchmark 
comparison,  a  single-system  Cyc- 
lone with  NonStop  SQL  delivers 
more  than  twice  the  power,  at  less 
cost,  than  a  3090/600S  with  DB2. 


For  instance,  continuous  availability  -  a 
of  multiple  processors  and  components 
ig  the  workload. 

And  linear  expandability.  Which  means 
g  the  full  amount  of  added  performance 
each  added  processor. 

And  value:  Cyclone  not  only  expands  effi- 
y^,  it  can  also  protect  your  current  invest- 
because  it  integrates  easily  into  multiven- 
ivironments. 

In  short,  only  Cyclone  gives  you  all  the 
itages  of  a  mainframe,  with  none  of  the 


limitations.  You  get  power  without  waste.  Per- 
formance without  high  cost.  And  growth  with- 
out disruption. 

For  more  information,  you  can  reach 
Tandem  at  1-800-482-6336.  Or  in  Canada,  at 
1-800-345-TNDM. 

Call,  and  find  out  exactly  how  powerful  a 
Cyclone  can  be. 

^iTANDEM 

P  It's  your  business  on  the  line. 
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B-SCHOOLS: 

THE  UP-AND-COMERS 


n 
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Given  today's  obsession 
with  status  and  de- 
signer labels,  it's  not 
surprising  that  most  future 
investment  bankers  want  an 
MBA  from  a  Top  20  school  un- 
der their  Gucci  belts.  The 
widespread  belief  that  a 
brand  name  MBA  confers  in- 
stant success  gives  the  Har- 
vard business  school  the  luxu- 
ry of  turning  away  nearly 
907t  of  its  applicants.  But  in 
their  rush  to  get  into  Har- 
vard, Wharton,  and  Stanford, 
prospective  MBAs  sometimes 
overlook  schools  that  are  not 
as  well-known  or  prestigious 
but  are  excellent  nonetheless. 

As  part  of  the  recently  pub- 
lished book,  BUSINESS  week's 
Guide  to  the  Best  Business 
Schools  (McGraw-Hill,  $12.95), 
BW  compiled  a  list  of  20 
schools  that  were  runners-up 
in  our  November,  1988,  sur- 
vey of  the  Top  20.  This  next- 
best  bunch,  which  is  not 
ranked,  was  selected  based  on 
a  survey  of  recruiters  as  well 
as  interviews  with  B-school 
deans  and  others  in  the  know. 
"There's  no  doubt  in  my  mind 
that  what  goes  on  in  these 
schools  is  as  good  or  better  as 
at  the  Top  20,"  says  Scott 
Cowen,  dean  of  the  Weather- 
head  School  of  Management 
at  Case  Western  Reserve  Uni- 
versity in  Cleveland. 
SOLID  RIVALS.  Some  of  the  up- 
and-coming  schools,  such  as 
the  University  of  Southern 
California  and  the  University 
of  Texa.s  at  Austin,  have  been 
in  and  oul  of  Top  20  rankings 
in  past  year-..  Others,  such  as 
Washington  University's  John 
M.  Olin  School  of  Business 
anr!  the  University  of  Minne- 
so!:'  tt  Curtis  L.  Carlson 
Scl  ')'  of  Management,  are  on 
the  r^se,  thanks  in  part  io 
mui  i million-dollar  donatio-  s 
by  .htnr  namesakes. 

Why  apply  to  one  of  these 
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schools?   The  most  obvi  ^ 
reason  is  that  not  every 
can  get  into  a  Top  20  sch  "i^"' 
While  some  up-and-con ''^ 
are  just  as  picky  as  their  ( ^' 
brethren,  as  a  group  t 
standards  aren't  as  form 
ble.  The  average  Gradi  I  ■ 
Management  Admission  '. 
score  for  these  schools  is 
compared  with  629  for  ■ 
Top  20.  On  average,  the  o'  '-'^i't 
group  admits  40%  of  stud(  ^^^] 
who  apply,  compared 
24%'  for  the  Top  20.  ' 

Another  good  reason  tc  ^' 
tend  one  of  the  up-and-con 
schools  is  that  they  o  '< 
charge  less  for  an  MBA  I'liint 
their  more  eminent  com* Nil 
parts.  About  three-quarter  !• 
the  runners-up  are  pub 
supported  institutions 
charge  state  residents 
than  out-of-staters.  Even 
in  many  cases  the  tuition 
out-of-state  students  is 
much  less  than  tuition  ^it*iii 
private  school. 
BARGAIN  RATES.  For  instajsel 
residents  of  the  Lone  too 
State  can  earn  an  MBA  at  Wci 
University  of  Texas  at  Aif  ior 
for  just  $768  a  year, 
out-of-state  students 
$3,600  a  year  for  a  top-qufRin; 
education.  At  Harvard, 
year  costs  $15,350.  Other 
gains  in  the  up-and-comin, 
include  the  University 


■e  ca 
Asse 
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mes- 


Georgia  and  the  Universit  Kota'i 


Buffalo,  part  of  the  State 
versity  of  New  York  sys 
The  annual  price  tag  fojkf  isi 
MBA  at  either  of  these  schfinfor 
IS  less  than  $5,000.  The 
versity  of  Pittsburgh's  Jo: 
M.  Katz  Graduate  SchocfJctiot 
Business  charges  ou 
>,Uiters  a  hefty  $14,400— b 
packs  an  MBA  into  11  motn 
instead  of  the  usual  p  ofi 
years. 

Schools  trying  to  movi 
into  the  Top  20  are  c 
more  generous  when  it  C( 


Setut 
hi 
tie 
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ancial  aid  than  the  more 
institutions.  One  way  a 
1  can  improve  its  reputa- 
is  by  wooing  students 
might  otherwise  attend 
!0  schools  with  scholar- 
and  teaching  assistant- 

ing  money  is  far  from 
nly  reason  to  apply  to 
Is  that  aren't  Top  20 

now.  "These  other 
Is  are  working  hard," 
Colin  Blaydon,  dean  of 
nouth's  Amos  Tuck 
1  of  Business  Adminis- 
n,  ranked  No.  3  in  the 
'op  20.  "They  are  willing 
innovative,  and  they  are 
^  to  pay  close  attention 
adents."  Cowen  of  the 
lerhead  School  goes 
further.  "Innovation 
.nagement  education 
really  occurring  at 
'op  20  schools,"  he 
ids.  "It's  happening 
16  next  level  of 
lis  because  things 
his  can  rapidly  pro- 
)u  into  the  Top  20." 
G  HARDER.  Weather- 
is  making  its  run  at 
lig  leagues  by  pio- 
ig  competency-based 
tion.  In  a  required 
e  called  Manage- 
Assessment/Devel- 
it,  student  skills  are 
ited  in  72  separate 
3ries — from  the  abil- 
sell  ideas  to  use  of 
iter  models.  A  cus- 
arriculum  is  then  de- 
1  for  each  MBA  stu- 
At  Weatherhead  and 
)uthern  Methodist 
rsity,  each  student 
ligned  a  local  busi- 
jxecutive  as  a  men- 
'im  Nantell,  acting 
Df  the  University  of 
jsota's  Carlson 
I,  says  up-and-com- 
:hools  are  position- 
lemselves  much  as 
lid  for  years  against 

"We're  No.  2,  so 
r  harder." 

ddition  to  individual 
ion,  many  of  these 
s  offer  students  the 
unity  to  specialize 
:as  off  the  beaten 
of  finance  and  mar- 
;.  Michigan  State, 
State,  and  Penn 
are  leaders  in  logis- 
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tics — the  transportation  of 
products  after  they  are  manu- 
factured. The  B-schools  at 
Purdue  University  and  Penn 
State  are  both  tapping  on- 
campus  engineering  expertise 
by  allowing  mbas  to  study 
manufacturing.  Meanwhile, 
Georgetown  University  is 
making  a  name  for  itself  by 
emphasizing  international 
management,  while  the  Uni- 
versity of  Notre  Dame  prides 
itself  on  its  commitment  to 
ethics. 

LOCAL  HERDS.  Students  who 
do  not  plan  to  attend  a  B- 
school  with  a  national  reputa- 
tion should  think  carefully 
about  where  they  want  to 
work  after  graduation,  how- 


ever. An  MBA  from  the  State 
University  of  New  York  at 
Buffalo  carries  as  much  clout 
in  the  rolling  hills  of  northern 
Georgia  as  a  degree  from  the 
University  of  Georgia  does  in 
the  wintry  regions  of  upstate 
New  York.  In  fact,  one  of  the 
best  reasons  to  attend  one  of 
the  up-and-coming  B-schools 
is  because  you  want  to  live 
and  work  in  the  area  where 
it's  situated. 

The  trek  of  out-of-state  stu- 
dents (and  faculty)  to  the  Uni- 
versity of  Washington  in  Se- 
attle has  been  dubbed  the 
"Rainier  Factor,"  because 
nearby  Mt.  Rainier  and  other 
recreational  spots  help  lure 
outdoorsy  types.  So  many  stu- 


dents want  to  study  and  work 
in  Florida  that  the  University 
of  Florida  turns  down  as 
many  applicants — 80%' — as 
the  blue-blooded  Wharton 
School. 

When  deciding  whether  to 
attend  an  up-and-coming  busi- 
ness school,  study  what  the 
institution  says  about  its  am- 
bitions. Not  all  of  these 
schools  will  enter  the  Top  20 
anytime  soon,  but  some  are 
better  positioned  than  others. 
Blaydon  of  the  Tuck  School 
says  MBA  graduates  can  get  a 
lift  in  their  careers  if  their  B- 
school  improves  its  stature. 
It's  a  bit  like  buying  a  young 
Bordeaux  that  only  improves 
with  age.         Monica  Roman 


SECOND-TIER  SCHOOLS  THAT  GET  HIGH  MARKS 


School 

Characteristics 

Full-time 
enrollment 

Annual 
tuition 

Starting 

DOV 

CASE  WESTERN 
(WEATHERHEAD) 

Offers  each  MBA  a  tailor-made  curriculum;  local  execu- 
tives serve  as  mentors 

334 

$12,500 

$34,806 

GEORGETOWN 

Carving  a  niche  in  international  management;  75%  of  stu- 
dents speak  a  second  language  or  have  lived  abroad 

202 

12,800 

41,027 

MICHIGAN  STATE 

Good  bet  for  young  or  inexperienced  students;  excels  in 
materials  and  logistics  management 

396 

6,348 

33,000 

OHIO  STATE 

Known  for  logistics  and  operations;  small  MBA  class  size 
a  plus  on  campus  with  55,000  students 

258 

6,768 

33,606 

PENN  STATE 

Communications  skills  a  priority;  nearly  90%  of  MBA 
students  have  jobs  bv  graduation 

302 

7,694 

38,000 

PURDUE 
(KRANNERT) 

Emphasizes  technical  training;  more  than  half  of  MBAs 
have  engineering  or  science  background 

285 

5,800 

39,800 

SMU  (COX) 

Assigns  each  MBA  a  local  executive  as  a  mentor;  one- 

vpar  Tirncrram  i<i  intuTi^itp  hiit  crriiplincr 

160 

1Q  770* 

UNIV.  AT  BUFFALO, 
SUNY 

Provides  quality  education  at  low  cost;  local  economy 
can't  absorb  all  MBA  grads;  average  age  is  young  (24) 

355 

4,600 

32,000 

UNIV.  OF  FLORIDA 

Accepts  only  20%  of  applicants;  high  (42%)  percentage 
of  women 

190 

6,114 

32,700 

UNIV.  OF  GEORGIA 

Offers  an  array  of  choices  for  specialization;  stresses 
practical  skills  for  the  service  economy 

120 

4,875 

34,500 

UNIV.  OF  ILLINOIS  AT 
URBANA-CHAMPAIGN 

Undergoing  a  major  overhaul;  doubling  the  number  of 
MBAs  over  the  next  five  years 

247 

7,966 

38,481 

UNIVERSITY  OF  IOWA 

Quantitative  program  attracts  future  financial  analysts; 
little  room  for  electives 

285 

6,236 

31,000 

UNIV.  OF  MINNESOTA 
(CARLSON) 

Trying  to  build  national  reputation;  wants  students  who 
will  leave  Twin  Cities  after  graduation 

300 

8,000 

33,740 

UNIV.  OF 
NOTRE  DAME 

A  leader  in  ethics  and  international  business;  loyal  alums 
help  MBAs  find  jobs 

250 

11,250 

36,300 

UNIV.  OF  PinSBURGH 
(KATZ) 

Packs  first-rate  MBA  into  1 1  months;  strong  participa- 
tion from  corporate  execs 

285 

14,400* 

35,500 

UNIV.  OF  SOUTHERN 
CALIFORNIA 

Blends  theory  and  practice;  top-notch  organizational  be- 
havior progi'am;  accessible  faculty 

659 

13,446 

38,071 

UNIV.  OF  TEXAS 
AT  AUSTIN 

Best  value  for  the  dollar;  strong  in  information  systems 
management,  but  accounting  is  king 

1,212 

3,600 

40,115 

UNIV.  OF  WASHINGTON 

No-frills  MB.A;  good  quality  of  life  in  Seattle  helps  draw 
top  students  and  faculty 

376 

6,474 

34,300 

UNIV.  OF  WISCONSIN- 
MADISON 

Upgrading  MBA  curriculum;  tightening  admissions  re- 
quirements; research  heavyweight 

525 

7,762 

34,700 

WASHINGTON  UNIV. 
(OLIN) 

Poised  to  break  into  the  Top  20,  thanks  to  money  and  an 
aggressive  dean;  guarantees  summer  internships 

266 

13,000 

36,590 

*One-yeor  programs 

DATA:  BW 

What's  In 


DOWNHILL 
SKIING— WITH 
PANACHE 


For  years,  ski-equipment 
makers  enticed  skiers 
with  a  slew  of  teciinical 
innovations  that  improved 
performance  on  the  slopes. 
But  this  season,  ski  makers 
are  trying  to  dazzle  more  with 
style  than  with  substance. 
Flashy  colors  and  bold  graph- 
ics are  what  make  this  year's 
crop  of  equipment  stand  out. 

The  hot  color  this  year:  pur- 
ple, winning  out  over  last  sea- 
son's trendy  teal  blue.  Rossig- 
noi  is  the  pacesetter.  Its 
colorful  7S  Kevlar  model,  best 
suited  for  hard  snow,  may  be 
the  No.  1  ski  sold  this  year, 
says  Dave  Straub,  ski  buyer 
for  Recreational  Equipment  in 
Seattle.  But  K2  Corp.,  which 
modified  its  ski  line  to  add 
more  flair,  is  hot  on  Rossig- 


nol's  trail.  K2's  5500  model, 
under  $300,  is  aimed  at  those 
who  ski  eight  to  10  times  a 
year.  And  Atomic  is  making  a 
comeback  with  bold  graphics 
and  neon  purples,  yellows, 
lime  greens,  and  pinks. 
Preseason  sales  going  on 


now  offer  up  to  35'A  off,  but 
not  all  models  get  discounted. 
Volkl  skis,  priced  at  up  to 
$600,  carry  an  inexplicable  ca- 
chet and  always  sell  at  what 
retailers  call  "full  market 
price,"  which  is  10%  off  manu- 
facturers' suggested  retail.  Al 


Quinn,  owner  of  Sturtevai 
Sports  near  Seattle,  says 
smooth-cruising  Volkls  an 
short  supply  and  sugg( 
buying  before  Thanksgivii 
BOLD  NEW  BOOTS.  Footwea 
also  part  of  the  fashion  cr 
Raichle  boots,  Tyrolia  b 
ings,  and  Head  skis  are  co 
matched  "to  the  point  wl 
it  is  almost  absurd,"  says 
dealer.  While  rear-entry  b 
dominate  the  market,  tr 
tional  boots  with  top 
buckles  are  making  a  co 
back.  And  while  hot  dogs  i 
want  "got-it-all"  boots  suci 
Salomon's  SX92E,  Rossigr 
R900,  or  Nordica's  997 
about  $350),  good  recreati( 
boots  with  fewer  adjustm* 
are  about  $250. 

If  you  haven't  made  a  se 
tion  by  the  time  snow  f 
you  might  want  to  rent  d( 
skis,  test  a  few  models, 
see  what's  hot  on  the  slo 
The  Crystal  Mountain  (Wa 
Ski    Resort's  high-per 
mance-demo  rental  cente: 
typical.  For  $30,  you 
slope-test  a  variety  of  ski 
boot  brands.  Harriet 


Unless  you're  a  CFO, 
chances  are  you  haven't 
even  thought  about  options 
on  lease  residuals — much 
less  about  adding  them  to 
your  personal  portfolio.  But 
leasing  investments  for  indi- 
viduals are  well  established, 
with  sales  of  $1.2  billion  in 
1988,  according  to  Gene  Cud- 
worth,  author  of  Equipment 
Leasing  Partnerships  (Pro- 
bus  Publishing,  $32.50).  And 
an  intriguing  newcomer  in 
this  field  is  the  leasing  part- 
nership that  gambles  on  re- 
sidual lease  options. 

These  options  give  their 
holders  the  right  to  a  share 
of  the  proceeds  from  the  sale 
of  a  piece  of  equipment  after 
the  lease  has  expired.  But 
there';;  a  catch:  The  equip- 
rripnt  ha:,  to  sell  for  more 
i.;.-.«r  a  pc  ='^eterrnined  strike 
.  \i  the  ;■  .-sor  settles  for 
li^>;:        cptii  I  's  worthless. 

THfiiii,'.;N  Charles 
'.  presKient  of  San 
;  -      A'jc-;ss  Leasing, 
iciiHt'i  Coie,  pre;-i',!'mt 
Leasi!;E;  in  St.  Peter 
tormed  Access  E(juij; 


Smart  Money 

A  LIMITED  PARTNERSHIP 
THAT'S  FRANKLY  A  GAMBLE 


of  R. 


ment  in  1987.  Since  then,  it 
has  packaged  $9.3  million 
worth  of  residual  options  and 
has  sold  units  for  $50,000 
and  $70,000  in  various  deals; 
the  price  includes  the  usual 
18%  limited  partnership  fees. 


Equipment-leasing 
options  can  produce 
gusher-size  returns 


In  1987,  for  example,  Ac- 
cess paid  $963,000  for  an  op- 
tion from  Citicoq)  on  the  re- 
sidual value  of  24  satellite 
transponders.  Citicorp  had 
bought  the  transponders  in 
1984  for  $248  million.  In  or- 
der for  Access  to  make  mon- 
ey, the  equipment  must  sell 


for  more  than  $24.8  million 
when  the  lease  expires  in 
1993.  Access  gets  50%  of 
anything  over  that.  Should 
the  transponders  sell  for  $45 
million — which  Access'  con- 
sultants say  is  in  the  ball- 
park— the  limited  partners 
will  net  about  $8  million, 
roughly  a  200%  return. 

Access  typically  packages 
risky  but  potentially  lucra- 
tive lease  options  on  things 
such  as  satellite  transpon- 
ders along  with  leases  on 
more  reliable  assets  such  as 
commercial  jets.  The  lease  on 
Access'  first  piece  of  equip- 
ment, a  Boeing  747,  expires 
in  December.  The  plane, 
which  originally  cost  $27  mil- 
lion, has  an  estimated  mar- 
ket value  of  roughly  $19  mil- 
lion, and.  Access  says, 
should  easily  exceed  its  $1.4 


million  strike  price.  In 
tors,  the  sponsor  adds 
get  a  third  of  their  initial] 
vestment  of  $50,000  back 
this  plane  and  the  other  t^ 
thirds  when  the  leases 
two  other  747s  come 
But  the  real  money  sh 
roll  in  when  the  trans 
ders  are  sold. 

LESS  HASSLE.  Why  WOul 

bank  leave  so  much  room 
others  to  make  money?  C 
servative  Federal  Rese 
lease  accounting  rules 
one  factor.  Also,  banks 
these  deals  because  of  tht 
come  they  get  from  sell 
the  option.  "We  receive  c 
without  the  obligation  to 
it  back  and  without  the  ( 
gation  to  perform  work  oi 
cur  costs,"  says  Brian  \\ 
len,  a  vice-president  of  C 
leasing  unit. 

Selling  the  option  also 
moves  some  of  the  uncert^j. 
ty  of  having  to  unload 
asset  when  the  lease  expifcc 
The  question  is  whether 
can  live  more  easily  \ 
that  uncertainty  than  a  b 
can.  Laura  i 
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Long  distance  service 
"om  overseas 
that  needs 
no  translation. 


Vith  MCI  CALL  USA-;'  you  just  dial  the  MCI®  toll-free  number 
country  from  ■9!lf||KfH  which  you're  calling. 

itly  you'll  be  IgyQysSS  connected  to  an  MCI 
:or  in  the  States  who  will  complete  your  call.  So  there  are 
sted  minutes  hurdling  the  language  barrier, 
bu'll  also  save  money  Because  with  MCI  CALL  USA,  there's 
;d  to  pay  excessive  hotel  surcharges  or  AT&T's  higher  rates, 
ist  call  collect.  Or,  to  save  even 
use  your  MCI  Card?' 
o  get  your  free  MCI  Card,  or 
)re  information,  call 
«88-0800. 

ICI  CALL  USA.  Making 
:tions  to  the  US  from 
as  has  never  been  easier. 


MCI 

Let  US  show  you! 


rKOCAiXUSA"! 


Australia- 

Belgium  

Brazil  

Denmark- 
France  

Greece  


Hong  Kong- 


_0014-881-100 

 11-00-12 

 000-8012 

 8001-0022 

 19*-00-19 

-00-800-1211 
 008-1121 


Italy  

Netherlands- 
Singapore  

Sweden  


Switzerland- 


 172-1022 

-06*-022-91-22 

 800-0012 

—020-795-922 
-046-05-0222 


United  Kingdom_0800-89-0222 
I     *Await  second  dial-tone. 'Currently  available  in  Rome  and  Milan 


ersonal  Business 


Autos 


INVESTMENTS 
THAT  REALLY 
ACCELERATE 


Interested  in  an  investment 
vehicle  you  can  drive  to 
the  bank?  Since  the  Octo- 
ber, 1987,  stock  market  crash, 
more  investors  are  discover- 
ing that,  like  great  art,  an  old 
car  can  be  an  outstanding  tan- 
gible investment.  Handled 
carefully,  it  can  double  in  val- 
ue in  just  a  few  years. 

Although  you  needn't  go 
for  anything  more  exotic  than 
a  Chevy  or  a  Ford,  Ferraris 
have  led  the  pack  in  accelerat- 
ing value.  These  sleek,  fast 
cars  are  rare  as  automobiles 
go— fewer  than  80,000  have 
ever  been  built,  with  limited 
editions  of  many  models. 

There  were  predictions  that 
Ferraris  would  shoot  up  in 
value  even  faster  after  the 
death  of  company  founde 
Enzo  Ferrari  last  year, 
but  prices  were  already 
rising  so  fast  that  it's 
hard  to  tell  if  that  is  hap 
pening.  "Enzo  could  come 
back  to  life,  and  they  would 
keep  going  up  in  price,"  says 
Ronald  Ahrens,  who  follows 
auction  sales  for  Automobile 
Magazine. 

LITTLE  GTO.  Some  cars  cost 
more  than  the  average  mil- 
lionaire can  afford.  One  seller, 
holding  out  for  $1.5  million, 
turned  down  a  $1.25  million 
bid  for  a  1967  Ferrari  nart 
Spyder  at  a  San  Francisco 
auction  in  July.  A  1985  Fer- 
rari GTO  fetched  $1.01  million 
at  Rick  Cole  Auctions  in  Mon 


PONTIAC  CTO:  A  BABY 
BOO  ViER  $  DREAM  CAR 


GOOD  BET: 
THE  FERRARI  308  GTS 


terey,  Calif.,  a  month  later.  In 
1985,  those  cars  were  worth  a 
quarter  of  those  sums.  Now, 
a  rare  Ferrari  racer  may 
bring  $10  million. 

Prices  for  such  high-end 
Ferraris  have  leveled  off  of 
late.  But  some  of  the  less  ex- 
pensive Ferraris  are  picking 
up  speed.  One  good  bet:  a  308 

MUSCLE  CAR: 
A  1967  CORVETTE 


GTS  from  1978  or  1979— only 
in  those  two  years  did  they 
come  with  carburetors  instead 
of  fuel  injection.  They  are 
worth  up  to  $75,000  today, 
and  prices  are  rising. 

Another  good  investment: 
American  "muscle  cars"  of 
the  1960s  and  1970s.  As  baby 
boomers  acquire  wealth,  they 
are  buying  the  hot  rods  they 


loved  as  teenagers.  A  1969 
Pontiac  Trans-Am  or  a  1970 
Buick  Grand  Sport  Stage  I 
convertible  are  each  worth 
about  $25,000.  Certain  Ca- 
maros.  Corvettes,  and  Mus- 
tangs are  also  good  bets,  es- 
pecially if  they  are  former 
race  cars.  One  1970  Boss  Mus- 
tang, a  backup  car  for  the 
Ford  factory  racing  team,  re- 
cently sold  for  $240,000. 
^  EXPERT  AID.  But  proceed 
carefully — investing  in 
cars  is  no  easier  for  a 
novice  than  is  speculating 
in,  say,  biotechnology 
stocks.  Some  cars  surge  in 
value  for  a  few  years,  then 
drop  back,  depending  on  cur- 
rent fads.  And  two  cars  that 
look  almost  identical  can  be 
thousands  of  dollars  apart  in 
value  if  upholstery  on  one  is 
frayed  just  enough  to  require 
replacing  or  if  it  has  hidden 
mechanical  problems. 

Old  Cars  Weekly  and  Hem- 
mings  Motor  News  carry  ads 
for  cars  and  for  aficionados' 
clubs.  Club  members  are 
more  than  willing  to  give  ad- 
vice and  tell  you  if  the  head- 
lights and  paint  you  describe 
to  them  are  authentic.  "If 
you  can't   tell  if  it's 


1  <io 


(  ioni 
CPU 


Me 


been  repainted, 
chromed,  and  does^iH 
have  the  original 
gine,  you  shouldn't 
buying,"  says  Ri 
Cole.  If  you  buy 
auction,  make  su 
the  car  delivers  eve 
thing  promised  in  t  V" 
spec  sheet.  A  go« 
auctioneer  will  imr^ 
date  the  sale  if  a 
doesn't  live  up  to 
catalog  description. 

Some  collectors 
dain  auctions  altoge 
er,  except  as  a  pi; 
to  do  research, 
reason:  Sellers  mf 
pay  a  fee  of  $300  to  $1,000 
a  spot,  plus  a  10%  comifj 
sion.  "The  auctions  consist^" 
ly  sell  cars  for  more  mo; 
than  the  collector  would 
if  he  joined  a  club  and  bou| ' 
from  another  collector,"  S!' 
Robert  Gottlieb,  classic-i 
editor  at  Motor  Trend  ma 
zine.  "You  find  very  few  t 
enthusiasts  at  the  auctions 
Finally,  watch  out  for 
laws.  Many  states,  includ 
California,  are  considering 
posing  registration  fees  ba 
on  a  percentage  of  a  ci 
true  value  instead  of  the 
price  paid,  possibly  m 
years  ago.  That  could  serk 
ly  damage  the  market.  Y 
best  bet  is  to  buy  a  car  t 
you  love,  not  one  you  sin  * 
think  will  go  up  in  va 
Then  you  can  never  be  dii" 
pointed.  Richard  Brat' 


'oie  1 


l>oiio  1 


Worth  Noting 


■  WHERE'S  THE  FIRE?  W 

two  merged  collections  of 
tique  fire-fighting  equipm( 
and  memorabilia,  the  N 
York  City  Fire  Museum  f 
three  floors  of  a  former  fif;^.^ 
house  at  278  Spring  St. 
Manhattan.  It  boasts 
hand-pulled  and  horse-dra 
pumpers.  Hours:  Tuesd 
through  Saturday,  10  a.m. 
4  p.m. 

■  DEEP  POCKETS.  Son 

newest  camcorder,  the  $1,.* 
Handycam  CCD-TR5,  is  f 
smallest  and  lightest  e^l- 
About  4  inches  by  7  inclij 
the  unit  can  fit  in  an  o\lf; 
coat  pocket.  Without  battfj 
it  weighs  1  pound,  12  oun(i 


lye's  )qi 
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27 
million 
Americans 
cant  read. 
And  guess 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  connpany  can 
fight  back. . .by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


(j^ncH  Coalition  for  Literacy 
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KID  STUFF. 


Yout  competition  isn't  playing  gomes.  That's  why  when  you 
need  to  get  o  picture  of  their  latest  entry  in  the  market  and  show 
it  fost,  ttiere's  no  better  way  to  do  it  than  to  xap  it.  With  the 
Canon  Xop  Shot  camero. 

Canon  Xap  Shot  is  instant  video  photography. 
As  soon  c'..  you  take  o  xapshot,  you  can  show  it  on  W. 
No  woit  fci  tic. eloping.  And  no  film— Xap  Shot  uses 
2"  flopi'v  disks  to  record  50  xapshots.  That  means  you 
con  stor"    ■  -  000  images  in  a  space  smaller  than  a 
shoe  box.       ■)  Shot's  Hi-Band  technology  means  every 

^  ■■  cflv-         0'"^  °^  ^^^^^  ''^''O^^  will  be  of 


optimum  quality. 


Canon  USA  Inc .  One  Canon  Plo;o,  lokfi  Sua«s,  N¥  11042 
©  1989  Canon  USA  Inc  W  imoge  is  simulated 


Enioy  easy  extended  payments  with  Itie  Canon  Ciedil  Coid 
Asli  loi  detoils  at  porlKipoting  Conon  deoleis  ond  letoileis 
Avoiloble  only  in  U  S 


Xap  Shot  is  perfect  for  presentations.  For  soles  demonstrations. 
And  OS  0  source  for  desktop  publishing  ond  computer  graphi^w. 
In  fact,  there  ore  os  many  ways  to  use  Xap  Shot  os 
there  are  kinds  of  businesses. 

Xap  Shot  is  easy  to  use;  it's  the  only  caml 
of  its  kind  thot  doesn't  need  a  playback  adapte 
With  program  auto  exposure,  auto  flash, 
outo  white  balance  and  a  self-timer,  Xop  Shot  is 
completely  automatic.  Best  of  all,  if  you  don't  like  o  shot, 
you  con  erase  and  record  over  it.  No  waste.  ■a 
Canon  Xap  Shot.  Business  never  looked  better.  [  , 

•221-3333,  ext.  706  for  your  nearest  Xop  Shot  dealer. 

Canon 

Photography  for  the  video  generation.  ^ 
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t  of  October,  1987, 
le  daylights  out  of  the 
rket  with  a  190-point 
he  Dow  Jones  industrials 
1  the  13th.  Even  counting 
jnd  on  Oct.  16,  the  mar- 

4.7%  for  the  week.  A 
n  was  not  unexpected, 
everity  was  frightening, 
ipse  of  the  UAL  buyout 
I  the  plunge,  and  other 
/ere  hit,  too.  As  a  result 
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NES  INDUSTRIALS 

2643.7 

-4.7 

23.7 

90-DAY  TREASURY  BILL  YIELD 

7.8% 

8.0% 

7,6% 

APANIES  (Russell  1000) 

180.3 

-4.4 

22.8 

30-YEAR  TREASURY  BOND  YIELD 

8.1% 

8. 1  % 

8.9% 

:OMPANIES  (Russell  2000) 

171.0 

-4.9 

15.0 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.2% 

3.6% 
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192.7 

-4.4 

22,2 
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12.3 

N  STOCKS 
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S&P  500  26-week  moving  average 
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331.6 

Positive 

(FINANCIAL  TIMES  100) 

2170.1 

-2.2 

16.5 

Stocks  above  26-week  moving  average 

42.6% 

61.1  % 

Neutral 

(NIKKEI  INDEX) 

35,107.6 

-0.4 

28.6 

Speculative  sentiment:  Put/coll  ratio 

0.40 

0.25 

Neutral 

0  (TSE  COMPOSITE) 
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% 

JAPANESE  SMALL  COMPANY 
ILL  LYNCH  PACIFIC  A 
ILL  LYNCH  PACIFIC  B 

13.5 
9.6 
9.5 

STRATEGIC  GOLD/MINERALS 

FIDELITY  SELECT  INDUSTRIAL  MATERIALS 

DFA  UNITED  KINGDOM  SMALL  COMPANY 
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-9.4 
-7.9 
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U.  S.  stocks 
$12,425 

-5.00% 


Treasury  bonds 
$12,054 

-0.14% 


Foreign  stocks 
$11,476 

-1.28% 


III! 


Money  market  fund 
$10,726 

+  0.16% 


DATA  RESOURCES  INC. 


Gold 
$8,995 

+  1.31% 


>n  this  poge  are  as  of  market  close  WecJnesdoy,  Oct.  18,  1989,  unless  otherwise  indicated, 
roups  include  S&P  500  comparnes  only,-  performance  and  share  prices  are  as  of  market  close 


Oct.  17-  Mutual  fund  returns  are  as  of  Oct.  13-  Relative  portfolios  are 
detailed  explanation  of  this  page  is  available  on  request. 
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rHE  MARKET 
DOES  MATTER 


In  assessing  the  implications  of  the  stock  market's  recent 
gyrations,  two  points  stand  out.  First,  Friday  the  13th's 
plunge — partly  reversed  since  then — does  not  necessarily 
presage  a  recession,  as  the  negligible  economic  impact  of 
1987's  far  greater  market  debacle  demonstrates.  Second, 
because  today's  deregulated  markets  have  become  more  sen- 
sitive to  emerging  economic  excesses,  they  spur  policymak- 
ers and  economic  agents  to  act  in  ways  that  avert  disaster. 
From  this  perspective,  it's  no  accident  that  the  financial 
markets  in  the  1980s  have  been  far  more  volatile  than  the 
economy  itself  (page  24). 

In  October,  1987,  plunging  stock  prices  forced  Washington 
to  make  a  needed  shift  toward  monetary  ease  while  address- 
ing the  budget  and  trade  deficits.  In  1989,  the  market  drop, 
in  the  wake  of  the  failed  UAL  leveraged  buyout,  underscores 
the  growing  peril  of  a  debt-laden  business  sector  in  an  aging 
expansion  and  a  slowing  economy.  To  be  sure,  deal  mania 
helped  fuel  soaring  stock  prices  in  earlier  years,  but  the 
market  has  a  short  time  horizon.  Debt  and  leverage  made 
good  sense  when  the  economic  weather  was  balmy,  but  they 
make  increasingly  bad  sense  when  it  is  uncertain  and 
stormy. 

Let's  hope  that  the  financial  community  has  gotten  the 
message  and  that  the  takeover  binge  will  slow  to  a  pace  in 
line  with  economic  reality.  Let's  hope,  too,  that  Congress  will 
finally  tackle  a  root  cause  of  the  debt  explosion:  a  tax  code 
that  favors  debt  over  equity.  What  is  definitely  not  desirable 
are  new  measures  that  impede  stock  market  activity  on  the 
dubious  theory  that  market  volatility  itself  is  the  problem.  In 
fact,  the  circuit  breakers  created  after  the  1987  market 
crash  may  well  have  worked  counterproductively  during  the 
latest  crisis  (page  27).  Hobbling  the  messenger  who  brings 
bad  news  is  one  way  of  increasing  the  risk  that  future 
warnings  may  be  too  little,  too  late. 


A  REUNITED  GERMANY 
IS  NOTHING  TO  FEAR  ^9 


1 


l3 


reunification  of  Germany  has  been  a  professed  goal  of 
the  U.  S.  and  its  European  allies  since  the  birth  of 
kWest  Germany  in  1949.  But  it  was  a  nudge-and-a- 
wink  sort  of  advocacy,  rendered  academic  by  the  convention- 
al wisdom  that  it  would  only  occur  over  the  Soviet  Bear's 
deao  body.  Now,  in  the  new  era  of  East-West  relations,  the 
unthink;  i;  'e  seems  suddenly  possible.  The  flight  of  refugees 
to  W(^v;  ('eriTiany,  the  ouster  of  East  German  leader  Erich 
Honeck^;r,  ,  ;  i  the  prospect  that  Bonn's  thriving  economy 
will  grow  f,--;  stronger  have  rekindled  latent  fears  in  both 
East  and  Wv.  <  of  the  jackbooted  German  nationalism  that 
caused  two  cal.)>,trophic  A'ars  earlier  in  the  century. 

These  fears  i  ;nore  b(jth  the  Federal  Republic  of  Germa- 
ny's exemplary  40-y(  ;i.r  record  of  democracy  in  action  and  its 


pivotal  role,  along  with  France,  in  fostering  Western 
pean  integration.  West  Germany  has  also  been  the  Eun 
linchpin  of  the  NATO  alliance. 

The  answer  to  fears  of  resurgent  German  nationalis 
the  Bonn  government  itself  insists,  is  to  reinforce  th< 
that  bind  West  Germany  to  the  EC  and  NATO  while  stre 
ening  these  organizations.  In  today's  Europe,  the  pow 
economic  and  political  magnet  is  the  EC,  drawing  Ea 
Europe  and  even  the  Soviet  Union  toward  the  West — nc 
reverse.  Gradual  steps  toward  the  reunification  of  the 
Germanys  are  no  threat  as  long  as  they  occur  withii 
broader  framework  of  growing  economic  ties  and  de 
between  Eastern  Europe  and  a  dynamic  EC. 


WHAT  KILLED 
CATASTROPHIC  INSURAN< 


Why  have  the  elderly,  who  originally  favore( 
catastrophic  illness  insurance  program  passe 
Congress,  exerted  such  efforts  to  kill  it? 
answer  lies  in  its  flawed  design. 

The  insurance  plan,  which  placed  a  cap  on  the  annual 
of-pocket  medical  and  hospital  expenses  of  medicare  n 
ents,  embodied  the  two  key  buzzwords  of  social  progi 
for  the  1990s:  pay-as-you-go  and  user  fees.  The  self-fii 
ing  program  was  paid  for  by  a  modest  hike  in  the  moi 
medicare  premium  and  by  a  compulsory  surtax  of  up  to 
per  person  on  relatively  high-income  seniors. 

The  problem  was  this:  While  the  plan  benefited  the 
majority  of  the  elderly,  it  duplicated  coverage  already  i 
able  to  many  affluent  retirees  at  lower  cost  through  em 
er-sponsored  retirement  plans.  And  since  this  highly  a 
minority  had  to  ante  up  most  of  the  surtax,  they  natu 
rebelled.  The  plan  also  failed  to  address  the  elderly's  g 
est  concern:  the  cost  of  long-term  care. 

The  original  Senate  catastrophic-care  bill  had  the  i 
idea.  It  recognized  that  all  of  the  elderly  receive  large  s 
dies  through  medicare — that  is,  that  their  benefits  fai 
ceed  their  lifetime  contributions.  For  new  high-income  ei 
ees  reaching  65  this  year,  the  average  subsidy  for  both  i 
of  medicare — hospital  and  supplementary  medical  ir 
ance — is  well  over  $2,000  a  year,  in  1989  dollars,  over 
fifetimes.  For  others,  it  is  far  higher. 

By  folding  catastrophic  insurance  into  the  voluntary  n 
cal  insurance  program  of  medicare — Part  B — the  orij 
Senate  bill  offered  the  affluent  elderly  a  choice.  They  c 
either  stay  enrolled  in  Part  B  and  pay  the  higher  tab 
catastrophic  insurance,  or  opt  out  of  Part  B  entirely.  S 
the  subsidy  to  high-income  retirees  under  Part  B  excei 
the  added  cost  of  catastrophic  coverage,  most  would  prei 
ably  choose  to  stay  in.  If  they  didn't,  the  government 
taxpayers  would  save  money. 

The  Senate  plan  fell  by  the  wayside  because  of  legish 
haggling  on  Capitol  Hill.  But  it  embodied  a  politically 
pelling  rationale:  Pay-as-you-go,  user-financed  federal  si 
programs  have  a  greater  chance  of  passage  if  they 
designed  so  that  all  potential  beneficiaries  have  more  to 
by  voluntarily  participating  than  by  opting  out. 
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